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Hedge Funds are beginning to invest at 24 hours of globalization, aim at China
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Money Never Sleep, hedge funds are beginning to invest at 24 hours of globalization, including the thriving Chinese financial market. How to take control of these “mysterious hands” is doubtless and it is quite a headache for regulatory bodies.
"It is often referred that hedge funds can be “ultimate goal” in financial industry. The best place of investment banker in Pacific-Asia region is to do the hedge fund now." on December 9, 2006, in the 8th floors of Business Club in Shanghai Times Square, CEO Jiang Kai, of ChinaFund said to “Chinese Economic Weekly Magazine”.  “They gathered the financial elites who have management experience for 10-20 years.” In 2007, it seemed that only China was in their sights.
Jiang Kai established Dragon Fund in the United States in 2006. As the concept of China hedge fund, it not only invests in China enterprise stocks, but also in stocks of enterprises that related to China and have invested in China.  “At present, there are not more than 10 hedge funds offices in China, and some hedge funds have engaged in venture capital funds, so a lot of hedge fund managers horse race around in China,” hedge fund researcher, China Hedge Fund Center, Rex Chan introduced to “Chinese economic weekly magazine”. Most of these hedge funds, entered the Chinese mainland stock market and commodity markets by establishing investment company. They registered in the Cayman Islands and other evading taxes heavens, entered Chinese capital market through QFII channel. Among them there are 10 or so in Shanghai, in which the biggest has USD 800 or 900 million, the small scale also have several USD 10 million. Hedge fund managers who are mostly "penchant”, mostly had experiences in the United States or the European investment banking. 
"The way of hedge fund short selling A share, is usually borrowing some stocks from QFII who view the share price may decline, selling them, and then re-buying in the lower price as stock price declining, repaying brokers and acquiring profit differential. However, as the mainland's current mechanism of the capital market does not allow any shorting facility, hedge fund in the mainland also could not play to its abilities. At this stage, their main operation target is the China shares listed in Hong Kong." Xia Bin, director of the State Council's Development Research Center, who had openly expressed.
"Hedge funds have plenty of reasons to be optimistic about China's market: Large capitalization stocks will return to A share market, more high-quality state-owned enterprises will appear on market, the outstanding foreign enterprises will also appear on market in the domestic ……five year ago, A share of the total trading volume accounted for 50% of China's GDP, whereas today about 26%, the prospects will be bright." Jiang Kai pointed out, " in addition, market fundamentals be good, China investors will be more prestigious, accounting systems converging on international practice, allowing QFII funds to enter, more strict supervision management system in companies, all of these are the good factors.” Along with the listing of China's financial futures exchange, the surfacing of the first contract of Shanghai Shenzhen 300 index futures, and the releasing of securities lending, borrowing and shorting, hedge fund accelerated the pace of China's investment.
"Robert, who once served as trader and quantitative analyst in a hedge fund of several billion dollars, now the planning chairman and director of Los Angeles division, US individual investors association, took more than ten Americans silently arrived at China in mid-September last year." Rui Yan revealed to the reporter.
Still, international hedge funds stared at domestic hedge funds. From Shanghai Bohong Investment Management Company, the first domestic hedge fund management company, reporter of “Chinese economic weekly magazine” knew that in October 2006, Chairman and executive director of a U.S. hedge fund visited Bohong, and expressed interest to introduce strategic investor for the company.
But according to a latest professional hedge fund magazine, “Alpha” disclosed, There are 148 hedge funds around operating in Hong Kong, and the total fund size management reached to USD 17 billion." The investors are inputting lots of funds in hedge funds, which takes Asia as the target.” Managing Editor of “Alpha”said, " they hope to share the fast growth of economy and capital market in China and India etc."
The big profits attracted many players, "In 2006 global hedge fund industry, the 10 individuals received one billion U.S. dollars of dividends." Jiang Kai introduced.
Hedge funds were usually seen as “the gamble game of rich man”. There are two characteristics contained, one is fast move in and move out, two is pursuing high return possibility through leverage. In other words, the return period of hedge fund investment is generally very short. Usually, hedge funds tend to prefer two types: the assets were overvalued and underestimated.  
Overvalued like Tai Baht in the Asian financial turmoil, underestimated like REIT LINK in Hong Kong.
According to press report, on January 8, 2007, LINK (0823. HK) got the investor - Atticus Capital, a US hedge fund, holding stake increased to 5%. But in 2006, the Atticus with another hedge fund TCI totally hold 23.35% of LINK, LINK’s stock price leapt up to HK$18 or so in a short time, the rise was up to 80%.
"Be engaged into hedge fund industry, you are free, and don't need others' comments, because the market directly reflects your accomplishment." Jiang Kai said.
Nicola Yuan, Head of China Equities at UBS Securities, declared publicly in the media, "demands on researchers and fund managers are increasingly strong along with the development of hedge funds. And the high income makes people go after in a swarm " But Jiang Kai as a expert told another concern: "at the end of last century, the life cycle of products was 6-7 years, now is six months, fluctuations in the stock market will undoubtedly be more intense, the general managers of large enterprises privately noted that the biggest unclear curse is the direction of the industry development.” Now the hedge fund managers “pay greater attention to the risks than the return, they hope earning more in the case of not losing money.” Jiang Kai said.
Hedge fund has high regulation difficulty 
"Hedge funds investment demands globalization, there is a saying ‘Money Never Sleep', hedge fund needs a 24-hour investment." Jiang Kai said.   For Chinese financial market which gradually opened, how to take control of these” mysterious hands" is doubtless and it is quite a headache for regulatory bodies.
"First, hedge funds are flush with cash, they are all looking for investment opportunities, also plan to buy the properties and the airport in China; the second is high yield of more than 15%."Galaxy Securities chief economist Zuo Xiaolei introduced, who has attended a hedge fund and private equity investment conference meeting in Middle East recently.
But the hedge fund has been lack clarity, and because the regulators has not yet reached a consensus to the request of the information the hedge fund disclosed, regulatory departments are difficult to devise an effective system for monitoring, assessing and managing of systemic risk. In addition, relevant data of the hedge funds are very limited in the public.
"The legal basis that hedge funds are virtually not unregulated is that it is a private placement for the limited number of high risk tolerance of investors.” Managing Director of the American J.C. Flowers Investment wrote in his personal blog.
 "China's private-raised fund is the so-called hedge funds " Rui Yan said, "we analyze: private funds gather the wealth of rich man, have characteristics of great capacity and strong ability to bear risks; On the other hand, it belongs to professional financial planning and has high investment analysis capability, is advantageous to discovering the manager and investor “value”.
Wu Hongze, Professor of Economic Law Department, East China Institute of Political Science said to reporter, "To establish the hedge fund, there should be an explicit structured form, legitimate fund administrator and trustee, legal funds source and investment direction. The administrator must manage by law, and guarantee the legal rights of investor.” On September 2006, at the China International Conference on Private Equity Capital Markets, Vice President of the People's Bank of China Wu Xiaoling declared, there may be three kinds for private fund structured forms, contract types of collective trust plan and collective asset management; partnership company; company type; regulation objectives of privately-raised fund are: to reduce the externalities, to protect public interests, to lower transaction costs and to improve market efficiency.  
Insiders believe that in his speech, the policy framework of private equity investment funds, including establishment has been created.
But in China in 2007, it is no doubtless that "more freedom and openness of the financial market is, more the liquidity is, but more easily be threatened it is." Jiang Kai said.
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