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Abstract

This paper studies portfolio selection and performance analysis of hedge funds whose locations or
investment targets are Asia-Pacific region. Utilizing Eurekahedge database, we investigate the character-
istics of the funds’ returns and optimization methods to create a fund of funds. Moreover, we decompose
the returns of the hedge funds into risk factors which are observable in financial markets such as stock
indices. Then, we attempt to manage a fund of funds by applicating those analyses.

*The earlier version of this paper was presented at the annual meeting of Nippon Finance Association. We are grateful to
Yong-Jin Kim and participants in the conference for their helpful comments. This paper presents the authors’ personal views,
and these are not the official views of the Financial Services Agency, the Financial Research and Training Center, or GCI Asset
Management, Inc.
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