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Introduction

The Pine Street Capital case is on the subject of a
convertible bond arbitrage strategy in the hedge
fund environment. Pine §treet Capital which is a
hedge fund has used a strategy that focuses on
arb1tra§1ng of convert bond. The subject matter
of the case includes the ability to 1dentity
pros]i)ects for investments, measure risks, and
evaluate historical and potential portfolios.




Convertible Bond

Consequently, Pine Street Capital mainly emploifs
a convertible bond arbitrage strategy. Convertible
bonds are essentially securities that have the
characteristic of both a bond and a stock. The
strategy focuses on the purchasing convertible
bonds at the same time when the market is being
short on the underlying stock.



Risk Management

An important element of the case 1s the presence of
the fund which regulating risk. Actually, Pine Street
Capital manages its positions with the help of a
delta-neutral strategy. This way the performance
of the fund is doing is less atfected by the
oscillations occurring in the stock market.



Conclusion

From the management of this hedge fund it is
clear that the convertible bond arbitrage is not a
simple affair. As such, its success involves
selecting high quality opportunities, while
exerc1s1nfghproper risk control and management
of hedges and other types of risk.
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