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Postgraduate Certificate in Hedge Fund Management

Marketing and Investor Relations

Marketing
Marketing is the process of promoting, selling, and distributing a product or service to potential customers.
It involves identifying customer needs and wants, developing products or services that meet those needs,
pricing them appropriately, and communicating their benefits to target audiences. Marketing strategies can
include advertising, public relations, direct marketing, and social media campaigns.

Investor Relations
Investor relations is the function within a company responsible for managing relationships with investors,
shareholders, and financial analysts. The goal of investor relations is to provide accurate and timely
information about the company's financial performance, business strategy, and prospects to the investment
community. This helps to build trust and confidence among investors and support the company's stock
price.

Acquisition
An acquisition is the process by which one company buys another company to gain control of its
operations, assets, and liabilities. Acquisitions can be friendly or hostile, and they are often motivated by a
desire to expand market share, enter new markets, or acquire new technology or talent. Examples of
acquisitions include Facebook's purchase of Instagram and Disney's acquisition of 21st Century Fox.

Alpha
Alpha is a measure of the excess return on an investment compared to a benchmark index, such as the S&P
500. Positive alpha indicates that the investment outperformed the benchmark, while negative alpha
indicates underperformance. Alpha is often used by hedge fund managers to evaluate their performance
relative to the market and to assess their skill in generating returns.

Arbitrage
Arbitrage is the practice of buying and selling assets simultaneously in different markets to take advantage
of price discrepancies and make a profit with little or no risk. For example, a hedge fund manager might buy
a stock on one exchange and sell it on another exchange where the price is higher, earning a profit from the
price difference. Arbitrage opportunities are usually short-lived and require quick execution to capitalize on.

Assets Under Management (AUM)
Assets under management (AUM) is the total market value of all the investments managed by a hedge fund
or investment firm on behalf of clients. AUM is an important metric for investors to assess the size and scale
of a fund and its ability to generate returns. Hedge funds with higher AUM typically have more resources to
invest in a diversified portfolio and execute complex trading strategies.

Beta
Beta is a measure of the volatility or systematic risk of an investment compared to the overall market. A
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beta of 1 indicates that the investment moves in line with the market, while a beta greater than 1 is more
volatile and a beta less than 1 is less volatile. Beta is used by investors to assess the risk of an investment
relative to the market and to determine the appropriate asset allocation for their portfolio.

Black-Scholes Model
The Black-Scholes model is a mathematical formula used to calculate the theoretical price of options based
on factors such as the underlying asset price, volatility, time to expiration, interest rates, and dividends. The
model was developed by Fischer Black and Myron Scholes in 1973 and has become a standard tool for
pricing options and other derivatives. The Black-Scholes model is used by hedge fund managers to value
options and assess their risk exposure.

Capital Structure
Capital structure refers to the mix of debt and equity financing used by a company to fund its operations
and investments. The capital structure of a company can impact its cost of capital, risk profile, and financial
flexibility. Hedge fund managers analyze the capital structure of potential investments to assess the
company's ability to generate returns and manage its debt obligations.

Compliance
Compliance refers to the adherence to laws, regulations, and industry standards governing the operation of
hedge funds and investment firms. Compliance requirements can include reporting obligations, disclosure
requirements, anti-money laundering rules, and insider trading restrictions. Hedge fund managers must
ensure that their operations comply with all relevant regulations to avoid legal and reputational risks.

Convertible Arbitrage
Convertible arbitrage is an investment strategy that involves buying convertible securities, such as
convertible bonds or preferred stock, and simultaneously short selling the underlying common stock. The
goal of convertible arbitrage is to profit from the price difference between the convertible security and the
shorted stock while hedging against market risk. Convertible arbitrage is a popular strategy among hedge
funds seeking to generate consistent returns with low correlation to the overall market.

Due Diligence
Due diligence is the process of conducting a thorough investigation and analysis of a potential investment
to assess its risks, opportunities, and suitability. Due diligence may involve reviewing financial statements,
conducting background checks, assessing market conditions, and evaluating management team capabilities.
Hedge fund managers perform due diligence to make informed investment decisions and minimize the risk
of capital loss.

Emerging Markets
Emerging markets are economies that are in the process of industrialization and rapid growth, typically
located in regions such as Asia, Latin America, and Africa. Emerging markets offer opportunities for high
returns but also pose risks such as political instability, currency fluctuations, and regulatory challenges.
Hedge fund managers may invest in emerging markets to diversify their portfolios and capitalize on growth
opportunities in developing economies.

Read online: https://learnuni.com/glossaries/3259000/marketing-and-
investor-relations

LearnUNI · 22 Jun 2026



G LO S S A RY

Event-Driven Strategy
Event-driven strategy is an investment approach that seeks to profit from corporate events such as mergers
and acquisitions, bankruptcies, restructurings, and spin-offs. Event-driven hedge funds analyze the impact
of these events on stock prices and seek to generate returns by taking long or short positions in affected
companies. Event-driven strategies are often based on specific catalysts that can drive stock price
movements and create opportunities for arbitrage.

Financial Modeling
Financial modeling is the process of creating mathematical representations of a company's financial
performance and valuation using spreadsheets and other tools. Financial models can include income
statements, balance sheets, cash flow projections, and valuation metrics to analyze the financial health and
growth prospects of a company. Hedge fund managers use financial modeling to make investment
decisions, assess risk exposure, and evaluate potential returns.

Gross Domestic Product (GDP)
Gross domestic product (GDP) is the total value of all goods and services produced within a country's
borders in a given period, usually measured on an annual basis. GDP is a key indicator of a country's
economic health and growth prospects, influencing factors such as employment, inflation, and consumer
spending. Hedge fund managers analyze GDP data to assess macroeconomic trends, identify investment
opportunities, and manage portfolio risk.

Hedge Fund
A hedge fund is an investment fund that pools capital from accredited investors to invest in a diverse range
of assets and strategies with the goal of generating high returns. Hedge funds are typically structured as
limited partnerships and charge performance fees based on the profits earned for investors. Hedge fund
managers use a variety of investment techniques, such as leverage, short selling, and derivatives, to
maximize returns while managing risk.

Initial Public Offering (IPO)
An initial public offering (IPO) is the process by which a private company offers shares of its stock to the
public for the first time, allowing investors to buy ownership stakes in the company. IPOs are often used by
companies to raise capital for expansion, acquisitions, or debt repayment. Hedge fund managers may invest
in IPOs to capitalize on the potential for rapid stock price appreciation and liquidity events.

Joint Venture
A joint venture is a business arrangement in which two or more companies collaborate to undertake a
specific project, such as developing a new product or entering a new market. Joint ventures can be formed
for a limited period of time or on an ongoing basis, with each partner contributing capital, resources, or
expertise to achieve mutual goals. Hedge fund managers may analyze joint ventures as potential investment
opportunities to assess the risks and rewards of the partnership.

Kelly Criterion
The Kelly criterion is a mathematical formula used to determine the optimal bet size for maximizing long-
term wealth growth while minimizing the risk of ruin. The Kelly criterion takes into account the probability
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of winning a bet, the odds offered by the bookmaker, and the size of the gambler's bankroll to calculate the
optimal wager. Hedge fund managers may apply the Kelly criterion to determine the appropriate allocation
of capital to different investment opportunities based on their risk-return profiles.

Leverage
Leverage is the use of borrowed funds or financial instruments to increase the potential return on an
investment. Hedge funds often use leverage to amplify their exposure to assets and magnify their profits,
but leverage also increases the risk of losses if the investment performs poorly. Hedge fund managers must
carefully manage leverage to balance the potential for higher returns with the risk of financial instability and
capital erosion.

Management Fee
A management fee is a fee charged by a hedge fund manager to cover the costs of managing the fund's
investments, operations, and administration. Management fees are typically calculated as a percentage of
the fund's assets under management (AUM) and are paid by investors on an annual or quarterly basis.
Management fees are a source of revenue for hedge fund managers and are separate from performance
fees based on the fund's profits.

Net Asset Value (NAV)
Net asset value (NAV) is the value of a fund's assets minus its liabilities, divided by the number of
outstanding shares, to determine the per-share value of the fund. NAV is calculated daily for hedge funds
and other investment vehicles to provide investors with an accurate measure of the fund's performance and
the value of their holdings. Hedge fund managers use NAV to assess the fund's investment performance,
track changes in asset values, and calculate investor returns.

Open-End Fund
An open-end fund is a type of investment fund that issues and redeems shares at the net asset value (NAV)
of the fund, based on investor demand. Open-end funds do not have a fixed number of shares outstanding
and can continue to issue new shares to accommodate investor inflows. Hedge fund managers may invest
in open-end funds to gain exposure to a diversified portfolio of assets managed by professional investment
managers with expertise in specific markets or strategies.

Private Equity
Private equity is a type of investment in which capital is invested in private companies that are not publicly
traded on stock exchanges. Private equity investors typically acquire ownership stakes in companies with
the goal of improving their operations, increasing their value, and eventually selling them for a profit.
Hedge fund managers may invest in private equity funds to access opportunities for high returns, long-term
growth, and diversification outside of public markets.

Quantitative Analysis
Quantitative analysis is the use of mathematical models, statistical techniques, and computer algorithms to
analyze financial data, identify patterns, and make investment decisions. Quantitative analysts, or "quants,"
develop and test trading strategies based on quantitative methods to exploit market inefficiencies and
generate returns. Hedge fund managers use quantitative analysis to inform their investment decisions,

Read online: https://learnuni.com/glossaries/3259000/marketing-and-
investor-relations

LearnUNI · 22 Jun 2026



G LO S S A RY

optimize trading strategies, and manage portfolio risk.

Risk Management
Risk management is the process of identifying, assessing, and mitigating the risks associated with
investment activities to protect capital and maximize returns. Hedge fund managers use risk management
techniques such as diversification, hedging, leverage limits, and stop-loss orders to minimize the impact of
market volatility, economic downturns, and unforeseen events on their portfolios. Effective risk
management is crucial for preserving investor capital and achieving long-term investment objectives.

Short Selling
Short selling is the practice of selling borrowed securities with the expectation that their price will decline,
allowing the seller to buy them back at a lower price and profit from the difference. Hedge fund managers
use short selling to hedge against market risk, profit from overvalued stocks, and generate returns in falling
markets. Short selling carries the risk of unlimited losses if the stock price rises, so hedge fund managers
must carefully manage their short positions to minimize risk.

Trading Desk
A trading desk is the area within a hedge fund or investment firm where traders execute buy and sell orders
for financial instruments such as stocks, bonds, options, and derivatives. The trading desk is staffed by
traders who monitor market conditions, analyze investment opportunities, and execute trades on behalf of
the fund's portfolio managers. Hedge fund managers rely on trading desks to implement investment
strategies, manage risk exposure, and optimize portfolio performance.

Value at Risk (VaR)
Value at risk (VaR) is a measure of the maximum potential loss that an investment portfolio could incur over
a specified time period at a given confidence level. VaR calculates the risk exposure of a portfolio based on
historical market data, asset correlations, and volatility to estimate the likelihood of significant losses. Hedge
fund managers use VaR as a risk management tool to set risk limits, allocate capital, and monitor portfolio
performance under different market conditions.

Whisper Number
A whisper number is an unofficial earnings forecast or estimate circulated among traders, analysts, and
investors ahead of a company's earnings announcement. Whisper numbers are based on rumors, industry
sources, and insider information and may differ from public consensus estimates. Hedge fund managers
may use whisper numbers to gain a competitive edge in trading stocks, options, and other securities by
anticipating market reactions to earnings surprises or disappointments.
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