@@ Journal of Development and Capital

ahid Bahonar

Sha Iranian E-Commerce Scientific
Iniversity of Kerman

Print ISSN: 2008-2428 Online ISSN: 2645-3606 Anecin

Homepage: https:/jdc.uk.ac.ir

Comparative Study of Hedge Funds in Other Countries and The Feasibility
of Setting Them Up In Iran

Majid Amooali®*
Mohammad Hashem Botshekan®**
Ali Ghadami Arabi® ™~
Arash Ghaffari®****
Abstract
Objective: The growth of the hedge fund industry over the past years is truly amazing. Many
industry observers believe that since the dawn of the new millennium, assets in these often
called secretive investment vehicles has grown fourfold. If you factor in the number of funds
of funds, the growth factor is probably closer to fivefold.
Hedge funds pool money from investors and invest in securities or other types of investments
with the goal of getting positive returns. Hedge funds are actively managed investment pools
whose managers use a wide range of strategies, often including buying with borrowed money
and trading esoteric assets, in an effort to beat average investment returns for their clients. They
are considered risky alternative investment choices. Hedge funds are not regulated as heavily
as mutual funds and generally have more leeway than mutual funds to pursue investments and
strategies that may increase the risk of investment losses. Mutual funds are regulated
investment products offered to the public and available for daily trading. Hedge funds are
private investments that are only available to accredited investors. Hedge funds are known for
using higher risk investing strategies with the goal of achieving higher returns for their
investors.
Hedge funds are limited to wealthier investors who can afford the higher fees and risks of hedge
fund investing, and institutional investors, including pension funds.
Hedge funds represent a distinctive investment style. Their investment objectives, and their
strategies, are very different from more traditional funds. They emphasize absolute return
rather than relative return, and they use a very wide range of investment techniques -including
leverage, short selling, diversed asset alocation and other hedging strategies- in the attempt to
achieve their objectives.
The main purpose of this research is studying hedge funds, which has attracted the attention of
investors and academia in recent decades. This study aims to conduct a comparative study of
these funds and gain a comprehensive knowledge about them, to determine the components,
functions, benefits and disadvantages of investing in them.
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Abstract

Method: The purpose of this study is to investigate the feasibility of setting up safe deposit
boxes in Iran. To do this feasibility study, two independent methods are used. In the first
method, by conducting a comparative study and examining the various dimensions of these
funds, focusing on three legal dimensions, investors and tools, theoretical feasibility was
performed. In the second step, to increase validity The research was conducted using a survey
research and a survey of industry experts and senior capital market activists using a
questionnaire.

The main approach in gaining knowledge of these funds has been done with a view to the three
main dimensions of investors' needs, required tools and legal requirements. The use of a
questionnaire (survey of experts) was examined.

The main hypothesis in this research was: there is a possibility of setting up hedge funds in
Iran. To test this hypothesis, two theoretical methods (based on library research) and a survey
were used. Investors, tools and legal environment were examined. Therefore, in order to be
able to set up this type of funds in Iran, it must be possible to set them up in Iran from all three
dimensions. And if any of the three dimensions are not available, we can concluded that it was
not possible to set them up in Iran.

Results: Studies on these three dimensions (investors' needs, required tools and legal
requirements) show that in terms of tools and legal environment, it is not possible to launch
them in Iran, but in terms of need, investors need the functions that this fund offers. Therefore,
theoretical feasibility states that It is not possible to set up these funds at the moment.
However, in the survey method, experts believe that in terms of need and legal environment, it
IS possible to set up safe boxes, but in terms of available tools, it is not possible to set them up.
Therefore, experts also believe that it is not possible to set up these boxes at present.
Theoretically, in terms of tools and legal environment, it is not possible to set up a hedge fund
in Iran, but in terms of need, investors need the functions that this fund provides. According to
experts, in terms of need and legal environment, it is possible to set up safe boxes, but in terms
of available tools, it is not possible to set them up. Based on the feasibility output performed
by experts, in terms of need and legal environment, it is possible to set up safe boxes, but in
terms of available tools, it is not possible to set them up.

Conclusion: Theoretical feasibility and the results of a survey of experts indicate that at present
it is not possible to set up a hedge fund in the Iranian capital market. It seems that . It's
impossible to operate due to the impossibility of short sell, low volume of transactions in
existing derivatives, lack of willingness of financial institutions to establish these funds and the
complexity of monitoring these funds by the Securities and Exchange Organization, the fund
is currently operating in the Iranian capital market.
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