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The Benefits and Risks of Hedge Funds

e Hedge funds have the freedom to leverage and take short positions.
e This freedom means that hedge funds can take on more risk.

Systemic Risk from Hedge Funds
Bookstaber believes that hedge funds can be a source of systemic risk, but that this risk can be
managed.

¢ One way to handle systemic risk is to aggregate position and leverage data.
Position data reporting should be standardized.

¢ Hedge fund regulation should also encompass large proprietary trading in banks, but not
necessarily venture capital firms and private equity funds.
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