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Case Studies



Investing

Making Money with Money 

The Art of “buy low, sell high”

Express how you feel about the future of a company/ the market

Gambling

A challenge of beating market returns

Management fees and cut of profit



Value Investing

Long Term Strategies

Value investing consists of investing in assets by paying a price which is lower than

the estimated asset’s intrinsic value with a margin of safety.

Value investing is opposed to other investing styles, such as trend following, which

consists of choosing assets depending on their recent price changes, or macro

investing, which consists in predicting macro trends of the economy



Company Value 

Absolute Valuation: DCF



Company Value II

Relative Valuation: What does each 

ratio tell us?



Short Term Strategies

Day Trading

Swing Trading

Scalping

Is it gambling?



Hedge Fund Strategies

Arbitrage

Short selling

Long/short equity

Merger arbitrage

Convertible bond arbitrage

Fixed income arbitrage

Strategies on CDOs

Mortgage-backed securities arbitrage

Distressed securities

Event driven or special situations

Multi-strategy

Managed futures



Hedge Fund Strategies II

Global macro

Holding company arbitrage

Closed-end fund arbitrage

Statistical arbitrage

Index arbitrage

Volatility trading(options, delta, variance swaps)

Pairs trading:

Securities lending 

Activist investing

"Shark" algos (sniffs out other algos in the market, and then 

front-runs them)

Fund of  funds (investing in other hedge funds, particularly 

seed stage)



Hedge Fund Strategies III

Life Settlements. Several hedge funds literally invest in the 

life insurance claims of  others, hoping they'll die early so they 

can collect.

Madoff  Claims. Some funds specialize in purchasing the 

claims of  bankrupt companies or private partnerships. An 

example? The claims of  victims of  the Bernie Madoff  scam 

were one of  the highest performing investments in 2011-

2012. Hedge funds were able to buy these claims for pennies 

on the dollar and collect as the trustee located more money 

for the victims (and for the hedge funds).

Catastrophe Bonds. Insurance companies will sell off  some 

of  their risk to hedge funds or private investors if  they have a 

lot of  exposure to a specific geography or type of  

catastrophic event. Investors collect yield and hope to avoid 

acts of  god like earthquakes, hurricanes, (Godzilla,) or 

tornadoes.

Finance. Class action lawsuits are expensive to litigate. Law 

firms will sell pieces of  the future claims from these suits to 

hedge funds in order to finance the up-front costs.



Hedge Fund Strategies IV

Water Rights. Several hedge funds specialize in investing in 

water rights in the Western U.S. and Australia; the only two 

markets where you can buy 'shares' of  water from river 

systems. The water rights in these regions are broken out 

separately from land rights and are freely tradable (similar to 

how air rights can be separated from most fee simple 

property ownership.) These investments tend to have a yield 

component (your annual allocation of  water that you can sell 

into the market), and a capital appreciation component (the 

value of  the right itself). 

Museum Art. There are several funds that specialize in art 

investing. Generally they focus on 'investment-grade 

museum-quality' art (such as Rembrandt's, Picasso's, Van 

Gogh's, et al) where there is a more established secondary 

market. These strategies can be popular with high-net-worth 

individuals not only for the return potential, but also because 

some allow the investor to hang the art in their homes (once 

properly insured of  course.)

Stringed Instruments. I don't know if  they're still around, 

but in 08'-09' I remember a fund that invested solely in rare 

high-end violins (such as Stradivarius). Eventually they 

expanded to other high-end stringed instruments. 

http://en.wikipedia.org/wiki/Stradivarius


Hedge Fund Strategies V

Wine. Wine gets more valuable with age, an attractive feature 

that is not lost on funds that focus on wine investing. There 

are several fully developed wine exchanges where investors 

with a knowledge of  the market can buy brand-names that 

are likely to appreciate more favorably over time: see Liv-Ex 

Wine Exchange. Another positive for investors is that the 

fund buys wine wholesale and can sell bottles at cost to 

investors. 

Fraud Activism. Several hedge funds specialize in finding 

and exposing fraudulent companies. A few funds made 

names for themselves by exposing and shorting dozens of  

fraudulent Chinese securities over the past decade.

Counting Ships. This is fairly common among large 

commodity funds. They will have sources at the major ports 

around the world that count the number of  ships 

leaving/entering, where they are going/coming from, what 

commodity they are carrying, and any information they can 

glean to understand the supply and demand dynamics of  

these markets.

http://liv-ex.com/home.do;jsessionid=A0166835B81E466A21249F03C6F7A8EE


Case Studies

Global Macro Strategies:

Ray Dalio, Bridgewater Associates

Man vs. Machine: Man Group

Distressed Debt’s Value Seekers: Avenue Capital 

Group

Derivatives Pioneer: Saba Capital Management



Recommended Readings

Value Investing Principles and Tools

“Manual of  Ideas” by John Mihaljevic

“Essays of  Warren Buffett – Lessons for Corporate America” by 

Lawrence Cunningham

“Common Stocks and Uncommon Profits” by Phil Fisher

“Security Analysis” by Benjamin Graham and David Dodd

“The Sleuth Investor” by Avner Mandelman

“You Can Be a Stock Market Genius” by Joel Greenblatt

“The Aggressive Conservative Investor” by Marty Whitman

Behavioral topics

“Fooled by Randomness” by Nassim Taleb

“The Most Important Thing – Uncommon Sense for the Thoughtful 

Investor” by Howard Marks

“Irrational Exuberance” by Robert Shiller

Biographies/ Relevant stories

“Made in America” by Sam Walton

“The Snowball – Warren Buffett and the Business of  Life” by Alice 

Schroeder

“Tap Dancing to Work” by Carol Loomis

“Poor Charlie’s Almanack – The Wit and Wisdom of  Charles T. Munger” 

by Peter Kaufman

“Fooling Some People All of  the Time” by David Einhorn

“When Genius Failed” by Roger Lowenstein


