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1%'2 .
Hedge Funds: Industry Background and Characteristic
, 12 (.1 , .4

Not long ago top-level traders had a wide choice of investment banks,
which allowed the best facilities for talented highly-qualified psienals. But
as a result of adoption of The Dodd-Frank Wall Street Reform and Censum
Protection Act proprietary open trade was actually forbidden. Sincesirae
traders have decided to conduct their trade operations by means of hedge funds

Hedge funds are considered to have been invented in the late 1940s by Al-
fred Winslow Jones. Hedge funds now represent one of the largest segfent
the investment management industry. Currently, the number of hedge funds is
estimated over 10,000 in existence with around $3 trillion in assets miader
agement.

What is a hedge fund? According to Robert A. Jaeger, hedge funds are pri-
vate, actively managed investment funds. They can also be describrdsas
using unconventional investment strategies in order to increase itsonsvas-
sets. Some people think that the principal purpose of hedge funds is @ prote
the assets against risks, for example, market-, currency-cerrigk. But in fact
the main objective of hedge funds is absolute return, not only hedging positions.
Beating some passive benchmark, such as S&P 500 or the Wilshire 5000 is
good relative performance, but if the index is down 10% and investor is 2%
better, he has still lost their money. Positive return independemarkét situa-
tion is the only thing hedge funds carry about.

In contrast to conventional equity- or bond funds, hedge funds are able to

make profit not only in case of rising markets but also in casBioffarkets.
It is possible due to considerable investment freedom. They candiakeage
of investing in derivatives (options, futures), selling short or usingdgee
There are a wide range of specific and complex trading stratéigiegpossible
to distinguish among 4 main investment strategies: global macro,iahedct
event-driven and relative value (also called as arbitrage).

Who invests into hedge funds? According to the data presented by Hennes-
see Group 31% of all investments were made by high net worth indivielsals,
31% by funds of funds, endowments account for 12%, 14% by pension funds
and, finally, 12% by companies (insurance companies, banks etc.).

Usually hedge funds are closed for regular investors and are avaitdple
for qualified and accredited investors.

Hedge funds are mainly registered in ofishore zones. The legal dewiicil
about 80% of all funds is Cayman Islands. The British Virgin IslaBdsnuda,
Luxembourg, Ireland and Malta are considered to become more and reere rel
vant domiciles. Main reasons for ofshore-registration are lovstscless regu-
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lation, optimized taxation and no need for an extensive back-ofice. Hgut t
managers are generally under jurisdiction of such countries as, foplexahe
United States or Great Britain, where core investors and topt&xpestock
market are allocated. Nearly 50% of hedge funds are operated frobiSthe
30% from Europe (mainly London) and 10% from Asia.

Sources:

1.Jaeger Robert A. «All About Hedge Funds: Easy Way to Get Started»
Mcgraw Hill, 2003.

2.Lasarte, Teo. “An Introduction to Hedge Fund Strategy”. The London
School of Economics and Political Science. International Asset déament
Ltd. [Electronic source]. — Mode of access: http://www.iam.uk/poess/Ise-
publications/An-Introduction-to-Hedge-Fund-Strategies.pdf Date of access
25.03.2013

3.Storr, Marcus. “Hedge Funds: An Insight into Due Diligence and Portfo-
lio Management”. Feri Trust GmbH, HU Berlin, ®Mov. 2012.
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Olentsova Y.A., Lahmitko K.S.
The management of the Samsung company
FSBEI of HPE “Krasnoyarsk State Agrarian University”

Samsung Group is a South Korean multinational conglomerate company
headquartered in Samsung Town, Seoul. Samsung was founded by Lee Byung-
chull in 1938 as a trading company. Over the next three decades the group di-
versified into areas including food processing, textiles, insuranuitges and
retail. Samsung entered the electronics industry in the late 196Gheandn-
struction and shipbuilding industries in the mid-1970s; these areas would drive
its subsequent growth. Following Lee's death in 1987, Samsung was skeparate
into four business groups - Samsung Group, Shinsegae Group, CJ Group and
Hansol Group. Since the 1990s Samsung has increasingly globalisedvits acti
ties, and electronics, particularly mobile phones and semiconductsrdeha
come its most important source ofincome.

Notable Samsung industrial subsidiaries include Samsung Electrdrecs (t
world's largest information technology company measured by 2012 revenues),
Samsung Heavy Industries (the world's second-largest shipbuilder nieagure
2010 revenues), and Samsung Engineering and Samsung C&T (respectively the
world's 35th- and 72nd-largest construction companies). Other notable subsidi-
aries include Samsung Life Insurance (the world's 14th-largesinfiierance
company), Samsung Everland (operator of Everland Resort, the oldest theme
park in South Korea) and Cheil Worldwide (the world's 19th-largest &lnert
agency measured by 2010 revenues).

Combining Sanyo and Samsung was the beginning of one of the largest
sectors of the Samsung Group - Samsung Electronics. The company managed,
albeit with heavy losses, to survive the economic crisis of the 188i@s. crisis
- some units, a sharp reduction in the number of subsidiaries. Witl¥kat of
the reign of Lee Kun-Hee was ofered a range of reforms that waavd not
only a complete restructuring of the company, but also changes the very founda-
tions of management: the company had to completely satisfy the conditions of
the law on free trade. Proposals to change the policy for foreign anvestould
have increased the attractiveness of the company for the subsidgoragian-
erate of lost financial support fom the state.

The companies belonging to a group Samsung Group, engaged in electron-
ics and microelectronics, chemical industry, construction, automdtieayy
industry, finance and credit insurance. Structure ranges fom a ¢cempdeuc-
tion cycle of electronics, ranging ffom resource extraction, prampssid fin-
ished product. Most units conglomerate perform subordinate functions 4in rela
tion to the companies engaged directly in the manufacture of finistattbele
products, and work exclusively for concern or just inside South Korea. This
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feature is clearly seen fom the distribution of earnings by divisiorthe main
income group accounts for the electronics industry.

Cheil Communications (1973) - marketing company, representing a full
range of services in the field of public relations, PR, medaiosls, market
research, market research, is a leader in the field of edmgrin South Korea.
Division solves the problem of marketing support group Samsung Group, the
company ofices are located in 24 countries. Estimated to AdveridgjadCheil
Communications is in 16th place in the list of companies that provideesein
the field of advertising, in terms of income for 2006. Cheil Commuinitsit
services are used by such companies as S-Oil, GM-Daewoo, KarfyaBg
Food, GlaxoSmithKline, and Samsung Electronics.

Samsung today - this is one of the largest companies in the world in the
production of household appliances, electronics, and digital cameras.

Today it is dificult to find areas of life, which does not mentiba brand
Samsung. A history of the company - a direct confrmation that thating,
enterprise and faith in his star can work wonders.

Olentsova Y.A.
Educational credits
FSBEI of HPE “Krasnoyarsk State Agrarian University”

The opportunity credit allows taxpaying students the opportunity to settle
the cost of attending college. The credit ofiers greater tax sathagsa tuition
deduction since it reduces the tax owe on a dollar-for-dollar bdbiar fidan
just reducing the amount of income subject to tax. It's necessaryptethedents
and families to pay for post-secondary education, the proposal calleal for
$4000 credit in exchange for 100 hours of community service. The stated goal
of the credit was to, "cover two-thirds the cost of tuition ata¥erage public
college or university and make community college tuition completelyforee
most students.

Because college tuition and related educational costs are expenaive,
students and their families rely on loans to help finance their éolusatGener-
ally, there are two types of education loans: Federal Education (tbase that
are funded and/or guaranteed or insured by the federal government) and Private
Education/Alternative Loans (non-federal loans funded by banks and other lend-
ing institutions).Education loans can be a useful resource in helpingahae
of student education. However, it's important to note that by acceptoana
student will be entering into a binding agreement to repay monies borrougd pl
any applicable interest that may accrue (Education loans can bdubrese
source in helping to finance of student education.). Defaulting on a loan ca
negatively afiect credit and may have other serious financial conseguenc
Therefore, when borrowing, be sure to carefully read and understand ster Ma
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Promissory Note (MPN), which outlines the loan terms and conditionshar-
row only what need and can reasonably aford to repay.

In Russia the realization of the experiment on state support of prgvidi
students of educational institutions of higher professional education, tdneh
state accreditation, with educational credits started. Itpn@agded that the bor-
rower would sign an agreement with the university on rendering educational
services, and with the guarantor - an agreement on providing the guarantee.
Then the borrower would apply to the bank - a member of the experimat - a
sign an agreement of educational credit with it. The maximal iage rate on
an educational credit could not exceed 10%. The borrower was granted with
delay on repaying the main debt and paying the percentage for the whole term
of study in the university plus three months. The guarantees were the only
means to ensure the fulfliment of obligations by the borrower. Thebtese-
ment of expenses to the guarantor, which were connected with fulitllofe
agreements of guarantee on educational credits, should have beenl riealize
case of non-execution by the borrowers of obligations for their guaranits (w
impossibility to exact unds from the borrower in favor of the guarantdrhis
the state guaranteed reimbursement at non-return in the volume obhO%hd
sum of the given credits. In total within the program "Credo" andxperienent
more than 5 thousand credits were given.

Besides, students of universities, previously participated in thedtCr
program, will also be able to take part in this experiment on conditprosid-
ed by the Regulation of the Government of Russia.

The main benefits of the educational credit before other typesdifirge
consist in more convenient scheme of its settlement and biggemtewmpari-
son, for example, with a consumer loan the educational credit faliém is
good possibility of receipt of a prestigious profession, knowledge and tke skil
necessary for it.

At present the banks-participants of the contest are JSC "SbertRRnk-of
sia" and JSCB "Soyuz". Within the experiment the state subsidgize sf non-
returned educational credits to the banks in the size of up to 20%hieototél
volume of the given educational credits, and also the drop-down income in the
size of ¥ of refinancing rate of the Central bank of Russia,|amudne date of
signature of the agreement on educational credit, during the whole period of
using the credit. Besides, university students, who previously took pae in
program "Credo”, also can express their wish with to participatiei$ experi-
ment on conditions, provided by the decree of the Government of Russia.
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Olentsova Y.A.
US-Russian economic relations
FSBEI of HPE “Krasnoyarsk State Agrarian University”

U.S. — Russian trade and investment flows have increased in théqidst-
War period, reflecting the changed U.S.-Russian relationship. Manytexpe
have suggested that the relationship could expand even further. U.S.ARussia
trade, at least U.S. imports, has grown appreciably. The surde imalue of
imports is largely attributable to the rise in the world pricesiladind other nat-
ural resources—which comprise the large share of U.S. importsRiussia—
and not to an increase in the volume of imports. U.S. exports spageaia
products including meat, machinery parts, and aircrat parts. Rasdighe
United States have never been major economic partners, and it uttidethe
significance of bilateral trade will increase much in the nean. However, in
some areas, such as agriculture, Russia has become an impathkat for
U.S. exports. Russia is the largest foreign market for U.S. rgo@tirthermore,

U.S. exports to Russia of energy exploration equipment and technology, as wel
as industrial and agricultural equipment, have increased as the luadlate-
clined in value. Russian demand for these products will likely growlds
equipment and technology need to be replaced and modernized. Russia’s signit
icance as a supplier of U.S imports will also likely remairalsigiven the lack

of international competitiveness of Russian production outside of oil,agds,
other natural resources. U.S.-Russian investment relations couldighter if
Russia’s business climate improves; however, U.S. business coaletrishe
Russian government’s seemingly capricious intervention in energy and other
sectors could dampen the enthusiasm of all but adventuresome investers. T
greater importance of Russia’s economic policies and prospects ténitwosl
States lies in their indirect efiect on the overall economicparitical environ-
ment in which the United States and Russia operate. From thiegtére, Rus-
sia’s continuing economic stability and growth can be considered positive for
the United States. Because financial markets are intedelahaos in even
some of the smaller economies can cause uncertainty throughout tbithest
world. Such was the case during Russia’s financial meltdown in 1998 @red m
recently with the 2008-2009 crises. Promotion of economic stability ini&Russ
has been a basis for U.S. support for Russia’s membership in fiteahaco-
nomic organizations, including the IMF, the World Bank, and the WTQa As
major oil producer and exporter, Russia infuences world oil pricesaflbet

U.S. consumers.

There are only two sectors where Russia occupies a prominent position
with regard to the worldwide US FDI stock, namely the mining seatioere
Russia accounted for 6% of total US FDI since 2009 and manufacturihg in t
food sector, where Russia accounted for 3% in recent years. Fathetl sec-
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tors, Russia’'s share was close to or even well below 1% of widedyS FDI.

Data on Russian FDI stock in the US is limited. Media reportiseapert as-
sessments reveal that Russian FDI stock in the US was domiryatied steel
sector, accounting for 90-95% in recent years.

Several structural factors constrain relations between thendSRassia
that are dificult to resolve. Among those are the large geograptisiaince,
diferent languages, a relative lack of cultural ties and, not tfrgetten, the
history of the cold war.

The foundation of the relationship should be strong enough to endure be-
yond any one presidential administration on either side. A starting favirtiec
encouraging greater engagement between our two societies and their people.
That means finally ending anachronistic Cold War style visa and travel
strictions and working toward a visa-free travel agreement thatdwetilordi-
nary Russians and Americans engage more easily. The people-to-peafke age
will be set by individuals, business and civil society groups on their outn,
only if both governments drop persistent barriers to travel, exchangepland c
laboration.

Building a foundation also means making cooperation between govern-
ments routine. Giving real support to the BPC, which has worked wdirs
largely because it has received high-level attention rom both presidemtld
be a significant step forward.
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Teslenko D. S., Olentsova Y.A.
Shadow economy in Europe
FSBEI of HPE “Krasnoyarsk State Agrarian University”

The fact that the shadow economy, or the black market or underground
economy, is on the rise in the middle of a global financial crtsisilsl be no
surprise to economists. The shadow economy includes those economiiesctivit
and the income derived thereof that circumvent or avoid government regulation
or taxation. The major component (about two thirds) is undeclared worgh whi
refers to the wages that workers and business don't declare to axesdot
documentation. The rest is represented by business underreporting profits t
avoid tax regulation.

Shadow economies — black markets, underground economies, what-
ever you want to call them — provide a refuige people overburdened by
taxes and regulations. Businesses that can't navigate a byzantineofnaz
licenses, permits and red tape, or discover their profit margins survive
the appetites of revenue collectors, can nevertheless find liledeutise
legal economy.

The fact that undeclared work is not observed or registered, ang ibana
defined diferently in national legislation, makes it dificult to ahbtreliable
estimates of how widespread it is across Member StatesasBessing the ex-
tent and features of undeclared work is indispensable in order to putce pl
appropriate policy measures.

Shadow economy and undeclared work have negative implications which
afiect macroeconomic objectives as well as quality and productivityprk and
social cohesion. From a macroeconomic perspective, they decreasectaues
(income tax or VAT) and undermine the financing of social securityesyst
From a microeconomic perspective, undeclared work tends to distocbrar
petition among frms, paving the way for social dumping inhibiting theioreat
of regular employment with full social protection. It also causedumtive inef
ficiencies, as informal businesses typically avoid access tafservices and
inputs (e.g. credit) and companies do not grow.

The transformation of undeclared work into formal work is an important
issue for the current employment policy ofthe European Commission,@and re
resents an important step towards the fulfllment of the employtaegets of
the Europe 2020 strategy.

By working outside the active economy, participants can avoid taxes and
possibly social security payments, circumvent tax and labor regulagods,
sidestep paperwork. A strong causal relationship exists between aytotat
rate and the size of its shadow economy. “Saving money” by not paying the ull
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taxes and, thus, boosting the available personal income draws peophddnto t
other economy, especially during an economic downturn.

The shadow economy ofen is considered to be a normal part of society.
This attitude is prevalent in places where the perceived qualtatefinstitu-
tions and beneits is low, and in some Eastern European countriestiadreres
little confidence in the state. The benefts of the shadow econmsoyam im-
mediate, while state benefits are usually indirect, collecinvaeferred.

Paying with cash makes it easier not to declare work. Sincepagstents
cannot be traced, they are used for both undeclared work and underreporting.
Many Europeans do additional undeclared work on the side and receive pay-
ments in cash.

Participating in the shadow economy is illegal, but the less chiaaeeis
of getting caught, and the lower the penalties, the more peopleowdider the
risk worthwhile. The shadow economy often is considered to be a norrhaf par
society. This attitude is prevalent in places where the percgivedly of state
institutions and benefits is low, and in some Eastern European

The situation of the oficial economy also plays a crucial role apleés
decision to work in the shadow economy. In a booming economy, people have a
lot of opportunities to earn a good salary and “extra money” in the loficia
economy. This is not the case in an economy during a recession; when more
people might try to compensate their income losses through additional shadow
economy activities.
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