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Superannuation funds to increase investment in hedge funds z AIMA survey

1 Australiansuperfunds expect to increase investment allocationeédge funddy $1 billion imext 25 years
I Fundconfidence in hedge fund investmeamainsstrong; 7 in 10 invest in hedge funds
1 AIMA (Australiagxpects confidence among institutional investors to grow with greea@sparency

29 May 2008 Leading Australian superannuation funds expect to increase their average allocations to hedge
funds from 2.5 to 3.5 per cent over the next 2-5 years, representing a $1 billion growth in investment.

The finding comes from a survey released today that measured large Australian superannuation ¥ dzy dirée®
allocations, views and future intentions for hedge fund investment. The research was conducted in the first
quarter of 2008 by the University of NSW Business School and commissioned by the Australian Chapter of AIMA,
Alternative Investment Management Association, the peak hedge fund industry body.

FundtrusteesfNR Y &2YS 2 7F !sazér fuldd, hikh reQrasentYnto@ ghadJs100 billion of investments
under management, participated in the survey which was carried out in the first quarter of 2008.

Almost 70 per cent of the respondents have existing investments in hedge funds, with an expectation this will rise
to nearly 90 per cent over the next two to five years.

AIMA Australia Chairman Kim Ivey said that the findings show that super funds, AustralA I Q& € F NASa i LJ2
institutional investors, have considerable faith in the performance of the sector.

G{AIYATFAOI y bhfidedice atnbnrPsupbr futiSHava rerdafied consistent since our last survey two
years ago. This is despite concerted criticism levelled at hedge funds in the Australian market, which we believe
has served to make the market more volatile and less informed.

G ¢ $e Survey results reflect a positive confirmation of the institutional Y I NJ S Qa LISNOSLWa 2y 2
believe that with more understanding of this sector and greater operational transparency, confidence will
continue to increase among all institutional investors, not just super funds,€ Mr lvey said.

When it came to selecting a hedge fund manager, respondents looked for operational experience, team breadth
and business experience. This is consistent with nearly 65 per cent of super funds favouring hedge fund products
offered by institutional managers over boutique managers. Less than 6 per cent of the super funds surveyed
invested in Australian boutique hedge fund managers.

Other survey results include:

Overall, funds of hedge funds are expected to continue as the dominant hedge fund vehicle for super funds.
However the super ¥ dzy Ra Q (Qatad¥ I ofadion to fund of fund vehicles is expected to drop to nearly 50
1



per cent over the next two to five years. The majority of this difference will go to multi-strategy hedge funds (23
per cent) and single strategy hedge funds (27 per cent).

Within the spectrum of hedge fund strategies, superannuation funds are showing significant interest in long/short
equity, distressed debt, and emerging market strategies. Less interest is being shown in convertible arbitrage ,
dedicated short selling, and fixed income arbitrage strategies.

Mr lvey said that there were two main reasons for the growing attraction to hedge funds in 2008. Firstly, hedge
fund managers of all types are heeding the call for better transparency and many now offer greater detail into
their investment, risk and operational procedures. Secondly, super funds having reaped exceptional returns from
2004 to 2007 in Australian shares, international equities, and property, are now tactically rebalancing their
portfolios to strategies not explicitly exposed to these asset classes.

The survey found that lack of investY Sy i G NJ ya LI NByOé A& (KS aAy3atsS oA3:
investments in hedge funds.

& ! L Australia is aware of this concern and we have been promoting standardised and more transparent and
disclosure guidelines to our hedge fund managers for the past 188 monthsY & &1 AR aNX» L@Seé o

GThe final disclosure hurdle is probably in the area of short selling. Australia has one of the most complex and

onerous regimes in the world for regulation of short selling, but more needs to be done to ensure we have a

simple and equitable means of capturing short selling activity. This is absolutely vital to enhancing investor
confidence and for building! dza G NI t Al Q&4 | G GNI OGA@SySaa +ta  NBIAA2YI

- ends -

The full results of TheHedge Fund Swey of Australian Superfundee available at www.aima-australia.org For
more information, please contact Andreina Garofali at Scaffidi Hugh-Jones on +61 2 9256 9700. .
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The Alternative Investment Management Association Limited was established in 1990 as a direct result of the growing importance of alternative investments

in global investment management. It is a not-for-profit educational and research body that represents practitioners in hedge funds, futures funds and
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global membership is in excess of 1,000 members in 46 countries. AIMA Australia has over 60 members, including fund of fund managers, institutional

investors, hedge fund managers, prime brokers, lawyers, auditors and other service providers who serve the hedge fund industry.
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