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Chapter One: Introduction  
I have been given many opportunities in my life. I have been given the opportunity 

to learn, the opportunity to work, the opportunity to grow, the opportunity to travel. But 

opportunities present themselves to everyone, everyday. The key is to take full and complete 

advantage of these opportunities and come out the other side as a successful individual. In 

the words of Benjamin Disraeli, “One secret of success in life is for a man to be ready for his 

opportunity when it comes.” 

I have been fortunate enough to recognize my opportunities. I was given a chance to go 

to college, work for a highly profitable company, travel the world, and go back to school to 

further my education. As my last few weeks of my graduate school career are coming to an end, 

nothing excites me more than the thought of a whole new set of opportunities at my fingertips. 

Important career choices will be made, life decisions will come into play, and obstacles will be 

faced and handled. It is important to realize that in every one of these situations, success comes 

from experience and lessons learned.  
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Chapter Two: Self Evaluation 
In order to be successful, you must learn to play to your strengths and accept your 

weaknesses. The first step is identifying what these strengths and weaknesses are. You recognize 

these traits through experience, knowledge, and overall interaction with individuals in your day-

to-day life. Thanks to eight years of work experience, six years of education, and the friends, 

family, and coworkers in my life, I have recognized certain qualities, good and bad.  

Strengths  
Set up a system that is tightly organized that accounts for all items, and suddenly you are 

labeled as OCD. However, I consider my organization skills to be one of my most valuable 

qualities. I acquired this characteristic while in undergrad, taking close to 15-18 hours every 

semester and working 30-40 hours a week. I struggled at the beginning, but effective time 

management is key. There are only 24 hours in a day, and if you can’t organize your tasks at 

hand, they will never be completed. Write everything down, establish due dates, set aside plenty 

of time to complete the task, and never feel the stress of procrastination again. Deadlines are 

extremely important to me, and as long as I have a desk, planner, and six different highlighter 

shades, I can conquer anything.  

Working in the hospitality industry for eight years has allowed me to study and discover 

the importance of communication skills. A manager’s main goal is to ensure guest satisfaction. 

Step one in ensuring guest satisfaction, and communication in general, is listening. A problem 

can never be fixed if it isn’t heard. Once you are fully aware of the situation, paraphrase to 

ensure you completely understand the issue. Sincerely apologize, explain without making 



Misra – INDS F’12 

INDS Portfolio  4 
 

excuses, and offer a solution to the problem. In the hospitality industry, it can sometimes be 

difficult to follow these steps without an occasional eye roll or exasperated sigh. Both reactions 

are completely fine, as long as they are done as far away from the customer as possible.  

Through experience and practice, you realize communication is much more than words 

coming out of your mouth. Anyone can say anything. The important part is how you say it. The 

tone, pitch, volume, body language, and many other components come in play when 

communicating with another human being. The ability to exchange ideas, understand others’ 

perspectives, and solve problems depends significantly on how effectively we are able to 

communicate with others.  

 An important characteristic in a successful business executive is the ability to adapt. In 

order to grow within an organization, you must be willing to take on tasks outside of your 

comfort zone. Although most of my jobs have been in the hospitality industry, I have been asked 

to adapt in the sense of moving to a different city, training in areas that were completely new to 

me, and taking on responsibilities beyond my knowledge. In these situations, it is important to 

ask as many questions as possible until you fully understand the concept. More often than not, 

adapting to a new environment can be extremely challenging and uncomfortable. However, if 

you possess a positive attitude and an open mind, it is 100% possible to achieve any challenges 

or opportunities that are thrown at you.   
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Weaknesses   
As much as we hate to admit it, our weaknesses can be just as prominent as our strengths 

at times. My main weakness is being a micro-manager. In a business setting, being a manager 

requires delegation and trust in employees to complete a task successfully. Due to the fact that 

much of my work experience has been in management, my duty is to assign responsibilities to 

my staff. If a member of my staff fails to accomplish their task, I am a firm believer that I, the 

manager, am accountable for the mistake. This mentality causes me to be extra careful in 

covering all my bases.  

In an educational setting, it requires trusting group members to complete their part of a 

project, or submit their sections on time. However, when important tasks are at hand, I tend to 

intervene in other people’s responsibilities. In groups, I always prefer to double check the final 

copy and am usually the team member to submit the assignment. I blame this on very high 

uncertainty avoidance and lack of trust. Geert Hofstede describes uncertainty avoidance as the 

tolerance for ambiguity.6 Throughout the years, I have come to the realization that one individual 

is unable to accomplish every task. Accordingly, I have made conscious efforts to address this 

weakness by delegating tasks and (very uncomfortably) allowing employees or group members 

to complete them without my interference. However, this is a personality trait that cannot be 

100% exhausted, so at times is still a struggle.  

 Going hand in hand with my organizational skills, I have had some trouble with being too 

detail-oriented. There have been times when I have spent too much time focusing on “the little 

things” that I lost sight of the big picture. However, I have noticed that this characteristic is only 
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prominent at the beginning of a project. In most cases, being overly detail oriented can slow 

down an assignment. Once I come to the realization that a deadline is nearing, I tend to bring 

myself back to the initial task at hand and break away from the minor details. A very recent 

example of this is a project I submitted just a few weeks ago. I was fully aware that the body of 

the paper needed completion, however I spent over an hour on the cover page and formatting! 

Until I looked at the clock and realized the paper was due in less than 24 hours and the actual 

information was much more important than the presentation.  

 I am an open-minded person, a great communicator, and particularly organized.  With 

these skills, four years of management experience, and six combined years of management 

education, I am certain in the career path I have chosen. Many experiences have proven that I am 

successful in managing people, managing situations, as well as managing responsibilities. 

However, “management” is an extremely broad category and is a position within every single 

organization in every single field.  
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Chapter Three: The “Real” World 
My first management position was at Pappadeaux Seafood Kitchen in Fort Worth, Texas. 

I accepted a position as a floor manager two months prior from turning 21 and graduating with 

my bachelor’s degree. Pappadeaux was my first glimpse of the real world. I truly believe that I 

received the majority of my knowledge in hospitality with this company. The six month training 

program was humbling, in the least. Although I was hired as a floor manager, I spent equal 

amounts of time during training as a busser, dishwasher, laundry washer, hostess, server, and 

bartender. Their management-training schedule is designed to teach you every single aspect of 

the company and open your eyes to each area of responsibility. This program, basic at times, sets 

every new manager up for success. It is intended to teach the procedures and practices of every 

task, so the manager has the knowledge to properly teach and train new employees.  

 I completed training and was moved into my position as a floor manager. As this was my 

first management position, I was faced with a few obstacles. I was intimidated by the fact that 

the majority of the servers and bartenders had been employed at Pappadeaux for much, much 

longer than myself. Most were older than me, and in many cases, had much more experience in 

the hospitality industry. How was I supposed to walk in, brand new to the company, and manage 

a group of veterans? The first few weeks were difficult. Many employees were challenging my 

authority, as well as my decisions. I realized, after a few stressful shifts, that I was hired for this 

position for a reason. I went through multiple interviews, a personality test, and a thorough 

training program before being labeled a manager. I had to start acting like one. Once I came to 

that realization, my job became much easier. A few months later, I was much more comfortable 
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at Pappadeaux. I had earned the respect of my fellow employees by being assertive, not 

aggressive, listening to everyone’s ideas, making my expectations of them clear and concise, as 

well as lowering the power distance between them and me.  

Although I was their manager, I felt the restaurant ran much more effectively when they 

knew they could openly communicate with me, and express any worries or concerns to me 

directly. In a low power distance environment, superiors treat subordinates with respect, and do 

not pull rank. In a high power distance environment, the relationship between the two parties is 

rarely personal and extremely hierarchal.6 However, it is imperative that both parties are fully 

aware of where the line between superior and subordinate stands. The key is to find the middle 

ground and ensure that the relationship doesn’t get too far apart, or too close. Luckily, I was able 

to lower the power distance between my employees and myself to a moderate level.  

I learned the majority of my management skills from Pappadeaux Seafood Kitchen. 

Between their training program and my hands on experience, I was able to grow as a person, as 

well as a leader. However, I still wasn’t completely content. I knew that although I had already 

accomplished a lot at 22, I was limited in my opportunity to grow in the professional world. 

Today, the majority of high skilled jobs require a graduate degree. Most universities require you 

to have 1-2 years of work experience prior to graduate school, and upon completing my first year 

of work, I decided to continue my education at Texas Tech University.  
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Chapter Four: Interdisciplinary Studies & Submissions 
The Interdisciplinary Studies program allows choosing between three different fields of 

study. My first choice was Personal Financial Planning. Although PFP strayed very far from my 

previous education and work experience, I have always had a high interest in the financial aspect 

of individuals and companies. My second and third choice went hand in hand, Business 

Management and Restaurant, Hotel, and Institutional Management. I decided on Business 

Management in order to have a more comprehensive level of knowledge in the management 

field. As much as I had learned throughout my undergraduate career and work experience, my 

management awareness was very limited to hospitality.  

Three research papers are provided within this portfolio: one from each field of study. 

From Conflict and Negotiation Management (MGT), I have submitted a book report on Verbal 

Judo by Dr. George Thompson. From Asset Allocation (PFP), a study on the history, strategies, 

and results of hedge funds, and from Event Planning (RHIM) a fully planned event complete 

with itineraries, costs, and risk management.  

MGT: Verbal Judo  
Verbal Judo is actually a tactical communications course provided to police officers 

around the world. The book Verbal Judo was written to adhere to individuals, as well as 

personnel in the workplace. Thomas states, “The goal of verbal judo is to calm difficult people 

who are under severe emotional stress, redirect the behavior of hostile people, diffuse potentially 

dangerous situations, and perform professionally under all conditions and achieve the desired 

outcome of the encounter.5” Tactics used in this book include listening, empathizing, asking 
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questions, paraphrasing, and summarizing. Dr. Thompson helps us understand the importance of 

voice and decoding all the aspects of communication.  

Verbal Judo, along with Conflict and Negotiation Management, was one of the most 

beneficial teachings of my management courses. The course in itself teaches vital techniques in 

succeeding in the business world. In a principled negotiation, it is important to separate the 

people from the problem, focus on interests (not positions), generate a variety of possibilities, 

and insist that the result be based on an objective standard. The basic problem in a negotiation 

lies in the conflict between each side’s needs, concerns, and fears. It is important to remember 

that both sides are in the negotiation to focus on the problem at hand, not the people. The most 

useful advice I received from this course is that it’s important to never verbally attack another 

person. If you are in a negotiation and the argument is heated, separate yourself from the 

conversation. Describe your own feelings and concerns, and allow the other party to explain their 

own. If the conversation continues to head down the wrong path, suggest a break.  

 There are five different types of negotiation strategies: avoiding, accommodating, 

competitive, collaborating, and compromising.4 When involved in a negotiation, you must ask 

yourself a few questions in determining which strategy to choose. How important is the outcome 

of this negotiation? How important is the relationship with the opponent? How much experience 

do you have using this strategy? There are no easy answers to these questions. The answers 

differ from each individual, and are influenced by personal values and principles. It is up to you, 

the negotiator, as well as your team to determine which approach to use in a negotiation. After 
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completing this course, I am certain I improved my negotiation skills, as well as my conflict 

management skills.  

RHIM: Event Management  
My second submission is from the RHIM department in Event Planning. There are many 

aspects of planning a meeting or event. The first step is to determine the meeting objectives and 

confirm that they are specific, measurable, achievable, relevant, and timely. Prior to making any 

decisions, all stakeholders must be identified, and all goals need to be set and specified. After the 

objectives have been recognized, the planner needs to specify a budget and prepare a budget 

handbook. Once all expenses have been acknowledged, the revenue sources need to be 

identified, and then a comparison of the net revenue to financial objectives needs to be prepared.  

 Once the goals have been set and the budget has been specified, the program must be 

developed. Program objectives must be established while considering physical, social, emotional, 

physiological, and psychological needs of the attendees. The event planner must develop the 

program, manage all requirements for events and guests, and meet all defined objectives.  The 

next step is site selection. Many considerations come into play when selection a venue: how 

many attendees will be there? What are the physical requirements? What is the meeting format? 

The event planner must ensure that the physical requirements of the venue are also being met: 

preferred dates, meeting space, food and beverage, registration, and much more. A meeting 

venue can take place in many forms, whether it be a hotel, convention center, resort, or an arena, 

the event planner must receive a request for proposal (RFP) to ensure that all requirements are 
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read and understood by both parties. Contracts must then be signed, and all legal elements of the 

contract must be agreed upon.  

 An important part of event planning is risk management. People always assume that if it 

can go wrong, it will. It is vital to an event manager to foresee all possible situations and provide 

quick solutions. Unforeseen circumstances include mechanical problems, medical emergencies, 

severe weather, or fires. An event manager is responsible for every aspect of a meeting. In order 

to be successful, it is important to follow all these steps carefully to ensure a successful event. 

Event planning taught me to prepare every section of planning, as well as organize for 

unexpected occurrences. Event planning may be a narrow field of study, however this 

understanding can be used in planning business meetings or professional gatherings within a 

company.  

PFP: Hedge Funds  
When I began the PFP curriculum, the first few classes focused on the fundamentals of 

financial planning. In Asset Allocation I, each student was required to choose a topic related to 

asset allocation and research the history, strategies, and results. My topic of choice was hedge 

funds, one of the few subjects on the list I wasn’t completely knowledgeable in.  

 A hedge fund is described as a private, aggressively managed investment fund that 

utilizes sophisticated strategies in both international and domestic markets designed to offset 

losses. An individual is able to “hedge” their portfolio by using leverage to buy more shares, and 

short selling to avoid market risk. Hedge funds employ a wide range of trading strategies that fall 
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into four categories: global macro, directional, event driven, and arbitrage. The practice of 

hedging is attempting to reduce risk and maximize the return on investment.  

 Hedge funds are typically open-ended and will periodically accept further investment and 

allow investors to withdraw their money from the fund. However, investors do not typically trade 

shares and hedge funds do not typically distribute profits to investors before redemption. In most 

cases, an individual looking to set up a hedge fund must have at least $5,000,000 in investment 

assets. Companies qualify as purchasers if they have at least $25,000,000 in investment assets. 

Hedge funds cater to a more sophisticated investor, and are not sold to the public or retail 

investors.  

 Throughout my research, I learned that hedge funds have historically outperformed 

benchmarks on a risk-adjusted basis and have shown ability to preserve capital in down markets. 

The Hennessee Group, a registered investment adviser company, states, “A properly diversified 

and managed hedge fund portfolio can provide superior investment returns with significantly 

lower portfolio risk in comparison to traditional equity portfolios.” 2 
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Chapter Five: Long and Short Term Goals 

Short Term Goals  
Given the knowledge I have acquired through my Bachelor’s degree in Restaurant, Hotel, 

and Institutional Management and my Master’s degree in Interdisciplinary Studies, my goal is to 

continue down the management track. After years of management experience, I have gathered a 

set of skills that allows me to succeed in the management of people, situations, and tasks. I have 

a very long history with the hospitality industry, and I’m not certain I will ever be ready to leave 

it. However, in the past I have always been involved in the restaurant and bar side of hospitality. 

Currently, I have been applying for jobs within the hotel industry, possibly in a position of a 

sales manager or food & beverage director. I believe that my communication skills will allow me 

to succeed in a sales position, and my knowledge and expertise in restaurants will benefit me in a 

food and beverage director position.  

Along with the hotel industry, I have also applied to many sales positions for distribution 

companies such as Glazer’s, Republic National, PepsiCo, and Coca Cola. Although I am very 

familiar with the FOH operations of the hospitality, I have yet to experience the distribution and 

supply chain processes. I am familiar with taking inventory and ordering from these companies, 

however I feel as though it would be exciting to work in the sales department and work directly 

with restaurants, bars, and hotels.  

Long Term Goals  
These careers are my short-term goals. In 5-10 years, I plan on opening my own bar. I 

have the knowledge and the experience, and certainly the drive and ambition. After years of 
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working and learning the hospitality industry, I want to have an establishment to call my own.  

However, I am fully aware of the risks associated with opening a restaurant or bar. The 

Department of Economics at Cornell University conducted a study on the statistics and causes of 

restaurant failure and stated, “These results are strongly supported by the outcomes of economic 

data simulations reported by the Sydney and many other academic research studies showing that 

restaurant failure during the first year of operations is about 30.0 percent.” Many factors are 

linked to this failure, however the two main causes are not having enough capital to keep the 

business going and lack of knowledge in the industry.3 

Paul J. Meyer states that, “Success is the progressive realization of predetermined, 

worthwhile, personal goals.” My vision of opening a bar is for well into the future, however that 

hasn’t stopped me from entering the beginning stages of planning. The ins and outs of the 

restaurant industry are complex: understanding payroll, bookkeeping, food and alcohol ordering, 

invoices, food and liquor cost, labor, internal theft, as well as the day to day functions of 

operating a hospitality industry. One individual doesn’t have to be an expert in all these areas; 

however, it is vital that an honest team of managers can run the show. Due to the fact that I have 

worked as a front of house manager, bookkeeper, hostess, server, bartender, and back of house 

supervisor in various restaurants, I feel as though I can succeed in creating a team of effective 

managers.  

There are many different types of bars that attract certain target markets. The style of bar 

I aspire to open is a specialty cocktail and cigar lounge. My target market is a 35+ age group of 

middle class to wealthy individuals. Specialty bars are typically smaller and intimate, with low 
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lighting, low volume, and plush décor. They tend to attract a sophisticated crowd with classy 

taste. My vision is to have an elegant atmosphere, with nightly live music, as well as a cultured 

menu. The start up costs for this style of bar and lounge is typically more expensive than your 

everyday neighborhood pub. The cost of cigars, wine, liquor, and food is all significantly higher 

than your wells, bottled beer, and bar food. On that same note, so is the average ticket price per 

person.  

The key to successfully opening this type of lounge is the location. Obviously a bar of 

this style will quickly fail if built near a college campus, or in an under developed area of town. 

The location must be in a sophisticated neighborhood residing high-income citizens that have 

money to spend. The smartest decision in opening a business of the first time is renting or leasing 

a building. Building from the ground up can be too risky for a first timer.  

Many start-up obligations must be accomplished prior to the opening day of the bar. 

Licenses and permits of all sorts are required: food, liquor, music, health and fire, tobacco 

registration, and many more. A significant amount of time should be set aside to ensure all these 

licenses and permits are properly handled and filed. The human resource manager is responsible 

for hiring and training new staff properly, as guest satisfaction is a crucial component of success. 

The accounting department enters all employees in the computer system, and manages their 

hourly pay and tips, along with settling credit card batches and determining labor costs. The 

marketing manager handles the advertising and promotions preceding the soft opening of the 

lounge. Ordering managers and distribution companies are in charge of ordering and delivering 

all supplies and an inventory checklist needs to be thoroughly applied and implemented to 
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prevent internal theft. An interior decorator strategically places all furniture, wall art and floor 

styles according to the theme of the establishment. Computer software companies will connect 

point of sale computer systems throughout the restaurant and train managers in the proper use. 

Menu items and recipes are standardized; cleaning procedures are put in place, and many, many 

more.  

Opening a business isn’t easy. It takes organization, planning, patience, and hard work. 

With the knowledge I have already acquired from my education and work experience, I can 

consider myself on the right path to my goal. I am fully aware that my dream will take time to 

come true. In that time, I plan to continue learning and acquiring as much information as I 

possibly can to ensure a successful establishment. Many people are skeptical in hearing the idea 

of opening a restaurant. However, I have set my mind to it and will succeed by following the 

advice of Swami Vivekanada, “Take up one idea. Make that one idea your life - think of it, 

dream of it, live on that idea. Let the brain, muscles, nerves, and every part of your body, be full 

of that idea, and just leave every other idea alone. This is the way to success.” 
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Chapter Six: Conclusion 
With graduation just a few weeks away, the ending is bittersweet. The amount of 

knowledge I have acquired in the past six years through Texas Tech University will drive me to 

all my achievements and accomplishments. They say you “find yourself” in college…discover 

who you really are. I have discovered that I am an extremely driven manager that will go to all 

lengths to accomplish the visions and dreams I see in my future. I have discovered that 

communication can make or break any relationship in your life and it is important to understand 

the fundamentals of interaction. I have learned that there are lessons to be learned from every 

situation, and the only real failure is lack of trying. In the words of Bill Cosby, “In order to 

succeed, your desire for success should be greater than your fear of failure.” But more than 

anything, I have discovered that wherever my life and career take me, knowledge can be gained 

in every situation and valuable information is unlimited. The key is simply how you use it. 
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Verbal	  Judo	  	  
The	  Gentle	  Art	  of	  Persuasion	  	  
by	  George	  J.	  Thompson	  &	  Jerry	  B.	  Jenkins	   	  	  
By:	  Monisha	  Misra	  	  
MGT	  5374	  	  
June	  17,	  2012	  
	  



George	  J.	  Thompson	  	  
• President	  &	  founder	  of	  the	  Verbal	  Judo	  
Institute,	  a	  police	  training	  &	  consultant	  Iirm	  	  
	  
• Worked	  as	  a	  police	  ofIicer	  	  
	  
• Verbal	  Judo	  is	  now	  a	  required	  course	  in	  police	  
training	  in	  many	  states	  across	  the	  country	  	  



Verbal	  Judo	  Institute	  	  
• Primarily	  trains	  cops	  how	  to	  use	  their	  mouths	  
instead	  of	  their	  guns.	  
• Teaches	  you	  to	  respond,	  not	  react,	  to	  
situations	  	  
• Also	  offers	  training	  for	  schoolteachers,	  
hospital	  administration,	  salespeople,	  and	  
business	  executives.	  	  



Judo	  	  
•  Judo	  (meaning	  “gentle	  way”)	  is	  a	  modern	  martial	  art	  that	  
focuses	  on	  balance,	  leverage,	  and	  movement.	  	  

•  The	  essential	  skills	  in	  Judo	  are	  technique	  and	  timing,	  rather	  
than	  brute	  strength.	  	  

•  “In	  short,	  resisting	  a	  more	  powerful	  opponent	  will	  result	  in	  
your	  defeat,	  whilst	  adjusting	  to	  and	  evading	  your	  opponent’s	  
attack	  will	  cause	  him	  to	  lose	  his	  balance,	  his	  power	  will	  be	  
reduced,	  and	  you	  will	  defeat	  him.	  This	  can	  apply	  whatever	  
the	  relative	  values	  of	  power,	  thus	  making	  it	  possible	  for	  
weaker	  opponents	  to	  beat	  signiBicantly	  stronger	  ones.”	  –
Jigoro	  Kano	  (founder	  of	  Judo/Jujutsu)	  	  



Verbal	  Judo	  	  

• Verbal	  Judo	  is	  a	  way	  of	  conIlict	  management	  
involving	  posture,	  body	  language,	  tone	  of	  
voice,	  and	  choice	  of	  words.	  	  

• This	  involves	  techniques	  such	  as	  taking	  a	  time	  
out,	  deIlecting	  the	  conversation	  to	  less	  
argumentative	  topics,	  and/or	  redirecting	  the	  
conversation	  to	  other	  individuals	  in	  the	  group.	  	  



The	  Nice,	  the	  DifIicult,	  &	  the	  Wimp	  
•  Nice	  people:	  they’ll	  do	  what	  you	  ask	  them	  to	  do	  the	  Iirst	  
time	  you	  ask	  them.	  Often	  have	  a	  hard	  time	  saying	  no	  or	  
sticking	  up	  for	  their	  rights.	  	  

•  Dif,icult	  people:	  they	  will	  not	  do	  what	  you	  tell	  them	  the	  
Iirst	  time	  you	  ask.	  They	  will	  ask	  you,	  “Why?	  What	  for?”	  
They	  will	  question	  authority	  every	  single	  time.	  	  

•  Wimpy	  people:	  they	  sound	  like	  nice	  people,	  but	  they	  are	  
closet	  difIicult	  people.	  They	  don’t	  like	  authority.	  They	  hate	  
being	  told	  what	  to	  do,	  but	  they	  won’t	  challenge	  you.	  If	  you	  
confront	  a	  wimp	  honestly,	  they	  immediately	  weaken.	  	  



Key	  Elements	  to	  Strong	  Defense	  
Skills	  	  

• 1)	  Identify	  people,	  situations,	  and/or	  
behaviors	  that	  induce	  feelings	  that	  leave	  you	  
hurt	  
2)	  Controlling	  how	  you	  respond	  to	  conIlict,	  
both	  mentally	  and	  emotionally	  	  
3)	  Having	  a	  general	  knowledge	  of	  what	  you	  
are	  going	  to	  say	  in	  advance	  	  



Approaches	  to	  Verbal	  Defense	  
Skills	  	  

• 1)	  Avoidance:	  Avoid	  situations	  that	  might	  
lead	  to	  verbal	  conIlict	  or	  abuse	  	  
• 2)	  Withdrawing:	  Make	  an	  excuse	  	  to	  exit	  the	  
conIlict	  or	  while	  being	  verbally	  attacked	  	  
• 3)	  De,lecting:	  Change	  the	  topic	  as	  a	  means	  of	  
avoiding	  any	  disagreement	  	  
• 4)	  Compromise:	  Offer	  ideas	  to	  prevent	  the	  
attacker	  from	  the	  abusive	  communication	  	  



Verbal	  Judo	  	  

•  Verbal	  Judo	  is	  NOT	  natural.	  It	  is	  a	  foreign	  concept	  to	  most	  
people	  and	  it	  takes	  practice	  and	  understanding	  of	  the	  
concept.	  	  

•  “Never	  use	  words	  that	  rise	  readily	  to	  your	  lips,	  or	  you’ll	  
make	  the	  greatest	  speech	  you’ll	  ever	  live	  to	  regret.”	  	  

•  Once	  you	  learn	  the	  art	  of	  Verbal	  Judo,	  you	  will	  rarely	  think	  
“Why	  didn’t	  I	  keep	  my	  big	  mouth	  shut?!”	  	  



11	  Things	  to	  NEVER	  Say	  	  
•  1.	  “Hey	  You!	  Come	  here!”	  	  
•  2.	  “	  You	  wouldn’t	  understand.”	  	  
•  3.	  “It’s	  none	  of	  your	  business!”	  	  
•  4.	  “Calm	  down!”	  	  
•  5.	  “That’s	  the	  law!”	  	  
•  6.	  “What’s	  your	  problem?”	  
•  7.	  “What	  do	  you	  want	  me	  to	  do	  about	  it?”	  	  
•  8.	  “You	  NEVER/ALWAYS	  do	  that…”	  	  
•  9.	  “I’m	  not	  going	  to	  say	  this	  again.”	  	  
•  10.	  “This	  is	  for	  your	  own	  good!”	  	  
•  11.	  “Be	  reasonable.”	  	  



“Hey	  you!	  Come	  here!”	  	  

• More	  threatening	  than	  approaching	  a	  person	  
and	  saying,	  “Excuse	  me,	  but	  I	  need	  to	  chat	  with	  
you	  for	  a	  second.”	  



“You	  wouldn’t	  understand.”	  	  

•  “Why	  not?!	  Do	  you	  think	  I’m	  stupid?!”	  	  

•  If	  what	  you	  are	  about	  to	  say	  really	  is	  a	  
complicated	  concept,	  don’t	  be	  afraid	  to	  explain	  
that,	  but	  never	  assume	  in	  advance	  that	  they	  
can’t	  comprehend	  it.	  	  
	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  “I	  hope	  I	  can	  explain	  this…”	  	  

	  



“Because	  those	  are	  the	  rules.”	  	  

•  If	  you’re	  enforcing	  rules	  that	  exist	  for	  a	  good	  
reason,	  don’t	  be	  afraid	  to	  explain	  them.”	  	  

•  If	  you	  just	  use	  this	  excuse,	  your	  listener	  knows	  
you’re	  weak	  and	  can’t	  support	  your	  order	  with	  

logic.	  	  



“It’s	  none	  of	  your	  business.”	  	  

•  If	  you	  really	  can’t	  reveal	  certain	  information,	  
just	  admit	  it.	  Instead	  of	  making	  the	  other	  party	  
feel	  like	  a	  jerk,	  let	  them	  know	  that	  the	  
information	  is	  conIidential.	  	  



“What	  do	  you	  want	  me	  to	  do	  about	  
it?”	  	  

•  Sounds	  sarcastic	  and	  an	  evasion	  of	  
responsibility	  	  

•  Instead,	  say,	  “I’m	  sorry,	  I’d	  like	  to	  help	  you	  but	  
I	  can’t.”	  Point	  the	  complainer	  to	  the	  right	  
department	  or	  person.	  	  



“Calm	  down!”	  	  

• Ohhhh,	  helllllll	  no.	  	  

• 95%	  of	  the	  time,	  this	  comment	  makes	  people	  
more	  upset.	  	  

•  Instead,	  say,	  “It’s	  going	  to	  be	  okay.	  Talk	  to	  me.	  
What’s	  going	  on…what’s	  the	  trouble?”	  	  



“Be	  reasonable.”	  	  
• No	  one	  wants	  to	  admit	  they	  are	  being	  
unreasonable.	  As	  soon	  as	  this	  phrase	  is	  used,	  
the	  other	  party	  becomes	  defensive.	  	  

•  Instead,	  tell	  the	  other	  party	  that	  you	  are	  trying	  
to	  understand	  their	  position.	  Usually	  hearing	  
someone	  else	  talk	  about	  it	  makes	  it	  a	  little	  
more	  clear	  on	  how	  it’s	  being	  viewed.	  	  

•  (PS.	  Never	  tell	  a	  woman	  to	  be	  reasonable.	  Women	  are	  NEVER	  unreasonable.)	  	  



“What’s	  your	  problem?”	  	  

•  “YOU	  ARE!”	  	  

• Nobody	  likes	  to	  admit	  they	  have	  a	  problem.	  
Instead,	  say,	  “What’s	  the	  matter….how	  can	  I	  
help?”	  	  



“You	  NEVER/ALWAYS…”	  	  
•  Accusatory	  generalizations	  are	  rarely	  true	  and	  indicate	  that	  
you	  have	  both	  lost	  perspective.	  	  

•  As	  soon	  as	  you	  accuse	  someone	  of	  “never	  listening”	  he	  will	  
try	  to	  defend	  himself	  by	  telling	  you	  all	  the	  times	  that	  he	  
has.	  Is	  that	  relevant?	  Nope.	  	  

•  Instead,	  say,	  “When	  you	  don’t	  listen	  to	  me	  it	  makes	  me	  feel	  
like	  you	  don’t	  care.”	  (at	  least	  now	  you’ll	  get	  an	  explanation)	  	  



“I’m	  not	  going	  to	  say	  this	  again!”	  	  

• Liar.	  	  

•  If	  you	  need	  to	  emphasize	  the	  seriousness	  of	  
your	  words,	  say,	  “It’s	  important	  that	  you	  
understand	  what	  I’m	  about	  to	  say.	  So	  please	  
listen	  carefully.”	  	  



“I’m	  doing	  this	  for	  your	  own	  good.”	  	  

•  “Right,	  because	  you	  care	  about	  me	  soooo	  
much.”	  

•  If	  you	  are	  really	  trying	  to	  help	  someone,	  SHOW	  
them	  that	  instead	  of	  using	  this	  phrase.	  Give	  
concrete	  examples.	  	  



• How	  often	  does	  yelling/screaming/Iighting	  
get	  you	  the	  result	  you	  want	  to	  see?	  More	  often	  
than	  not,	  you	  damage	  the	  relationship	  you	  
have	  with	  the	  other	  party,	  people	  are	  offended	  
due	  to	  hurtful	  comments,	  and	  neither	  party	  
comes	  to	  a	  successful	  result.	  	  



• It	  is	  inevitable	  that	  you	  will	  be	  involved	  
in	  confrontation	  in	  your	  life.	  However,	  
there	  are	  better	  way	  to	  deal	  with	  it	  than	  

exploding	  into	  a	  word	  war.	  	  
	  

• If	  you	  can	  begin	  cutting	  out	  these	  
Iighting	  phrases	  from	  your	  vocabulary,	  
you	  will	  be	  well	  on	  your	  way	  to	  master	  

the	  art	  of	  gentle	  persuasion.	  	  



	  	  

• “INSULTS	  strengthen	  resistance	  and	  
shut	  the	  eyes.	  CIVILITY	  weakens	  
resistance	  and	  opens	  the	  eyes.	  It’s	  

TACTICAL	  to	  be	  nice!”	  
	  –George	  J.	  Thompson	  	  	  



The	  Most	  Powerful	  Word	  in	  
Verbal	  Judo	  	  



Empathy	  	  
• To	  empathize	  means	  to	  UNDERSTAND,	  to	  see	  
through	  the	  eyes	  of	  another.	  	  

•  It	  is	  the	  most	  crucial	  skill	  in	  both	  physical	  and	  
Verbal	  Judo.	  	  

• Bottom	  line:	  Empathy	  absorbs	  tension	  	  



•  “Ill-‐Iitting	  as	  his	  shoes	  may	  be,	  walk	  a	  few	  
steps	  in	  them.	  Only	  then	  can	  you	  provide	  real	  
understanding	  and	  reassurance.	  Only	  then	  can	  
you	  help	  that	  person	  see	  the	  consequences	  of	  
what	  he	  is	  doing	  or	  is	  about	  to	  do.	  Only	  then	  
can	  you	  help	  him	  make	  enlightened	  decisions.”	  	  



Paraphasing	  	  
• Paraphrasing	  back	  to	  the	  other	  party	  helps	  
you:	  	  
1)	  Make	  sure	  you	  understand	  correctly	  	  
2)	  Create	  empathy	  	  
3)	  Etch	  the	  facts	  in	  your	  mind	  	  
4)	  Protects	  you	  from	  miscommunication	  	  
5)	  Be	  sure	  the	  other	  party	  understands	  you	  as	  
well	  	  



The	  First	  Great	  Communication	  Art:	  Representation	  	  

•  If	  you	  deal	  with	  people	  in	  any	  profession,	  you	  
are	  a	  Contact	  Professional.	  	  

• As	  a	  Contact	  Professional,	  you	  work	  in	  a	  highly	  
visible	  world.	  If	  you	  work	  for	  others	  and	  
represent	  them,	  you	  can’t	  let	  people	  push	  your	  
buttons.	  	  

•  In	  order	  to	  do	  that,	  know	  your	  most	  harmful	  
weaknesses	  and	  own	  them.	  	  



Representation	  	  
• Once	  you	  are	  in	  control	  inside,	  you	  are	  in	  
control	  outside.	  	  

•  Say	  only	  what	  you	  would	  be	  proud	  to	  have	  
quoted	  back	  to	  you.	  	  

• The	  more	  ego	  you	  show	  while	  speaking	  to	  
someone,	  the	  less	  power	  you	  have	  over	  people	  
because	  egotists	  only	  create	  conIlict.	  	  



The	  Second	  Great	  Communication	  Art:	  Translation	  

•  The	  ability	  to	  put	  what	  you	  say	  in	  the	  most	  proper,	  Iitting,	  
assertive,	  and	  powerful	  words	  possible.	  	  

•  This	  can	  be	  simple,	  as	  long	  as	  you	  boil	  down	  
communication	  to	  four	  basic	  elements.	  	  
1)	  Content	  	  
2)	  Coding	  	  
3)	  Sending	  
4)	  Decoding	  	  



Content	  	  
• You	  have	  to	  know	  what	  you	  are	  talking	  about	  
• You	  have	  to	  know	  exactly	  what	  you	  want	  	  
• You	  need	  to	  know	  how	  to	  communicate	  what	  
you	  want	  	  



Coding	  
• Putting	  your	  message	  into	  words	  	  
• Need	  to	  Iigure	  out	  a	  way	  to	  send	  your	  message	  
without	  getting	  your	  ego	  involved.	  	  
• You	  must	  separate	  your	  words	  from	  your	  self.	  	  



Sending	  	  
• Once	  you	  have	  Iigured	  out	  your	  meaning	  and	  
chosen	  how	  to	  say	  it,	  it’s	  time	  to	  transmit	  it.	  	  
• You	  can	  send	  it	  verbally,	  or	  nonverbally	  (facial	  
expressions,	  body	  language,	  etc.)	  	  



Decoding	  	  
• Decoding	  is	  the	  responsibility	  of	  the	  other	  
party,	  the	  hearer.	  	  
• How	  well	  he	  decodes	  your	  message	  is	  in	  direct	  
proportion	  to	  the	  effectiveness	  of	  the	  content,	  
coding,	  and	  sending.	  	  



The	  Second	  Great	  Communication	  Art:	  Mediation	  

• Effective	  mediators	  go	  between	  or	  across	  your	  
experience,	  enabling	  you	  to	  see	  someone	  in	  a	  
new	  way.	  	  

• They	  put	  things	  into	  perspective	  	  

• Mediation	  is	  the	  ability	  to	  skillfully	  present	  
options.	  	  



Representation,	  Translation,	  &	  Mediation	  	  

• Empathy	  underlies	  all	  these	  arts	  	  

• Combining	  representation,	  translation,	  
mediation,	  and	  empathy	  teach	  you	  to	  interact	  
professionally	  with	  anyone,	  anywhere,	  under	  
any	  circumstances.	  	  



Elements	  of	  Communication	  	  
• The	  truth:	  carries	  a	  weight	  of	  only	  7-‐10%	  of	  
your	  total	  impact	  	  

• Your	  voice:	  carries	  a	  weight	  of	  33-‐40%	  	  

• Nonverbals:	  carries	  a	  weight	  50-‐60%	  	  
	  



You	  can	  speak	  the	  truth	  all	  you	  want…	  	  

But	  what	  really	  matters	  is	  HOW	  you	  speak!	  	  



Truth	  	  
• Apparently,	  the	  truth	  means	  nothing!	  	  

• People	  aren’t	  listening	  to	  WHAT	  you	  are	  
saying,	  they	  are	  more	  focused	  on	  HOW	  you	  are	  
saying	  it.	  	  

•  If	  you	  lose	  credibility	  among	  your	  audience,	  
you	  lose	  power	  and	  inIluence.	  	  



Voice	  	  
• Tone:	  conveys	  your	  REAL	  attitude	  towards	  
people.	  This	  is	  the	  most	  important	  element	  in	  
voice.	  	  

•  -‐	  If	  you	  feel	  negatively	  towards	  someone	  but	  
don’t	  want	  them	  to	  know	  it,	  you	  need	  to	  
camouIlage	  a	  tone	  that	  would	  otherwise	  reveal	  
your	  true	  feelings.	  	  



Pace,	  pitch,	  &	  modulation	  	  
• Pace:	  speed	  	  

• Pitch:	  how	  high	  or	  low	  and	  how	  loud	  and	  soft	  
you	  speak	  	  

• Modulation:	  rhythm	  and	  inIlation	  	  



Proximity	  	  
• The	  way	  you	  stand	  around	  and	  carry	  yourself	  
in	  your	  space	  	  
• The	  presentation	  of	  self	  is	  terribly	  important!	  	  



Rhetoric	  	  
• The	  art	  of	  Iinding	  the	  right	  means	  and	  the	  
right	  words	  to	  generate	  voluntary	  compliance.	  

• Rhetoric	  IS	  Verbal	  Judo.	  	  



PAVPO	  	  
The	  5	  components	  of	  rhetoric	  are	  explained	  
in	  an	  acronym	  PAVPO.	  	  
• Perspective:	  the	  way	  you	  see	  things	  
• Audience:	  you	  must	  analyze	  who	  you	  are	  
speaking	  to	  	  
• Voice:	  speak	  appropriately	  	  
• Purpose:	  the	  result	  	  
• Organization:	  how	  you	  want	  the	  encounter	  
to	  unfold	  from	  the	  beginning	  to	  the	  end	  	  



How	  to	  Iight	  fair	  
•  It’s	  easy.	  	  

• Paraphrase	  	  
• Paraphrase	  again	  	  
• Refocus	  the	  other’s	  attention	  	  
•  Say	  what	  you	  want	  to	  say	  	  



LEAPS	  	  
• Five	  basic	  tools	  to	  generate	  voluntary	  
compliance:	  
• Listen	  	  
• Empathize	  	  	  
• Ask	  	  
• Paraphrase	  	  
• Summarize	  	  



In	  conclusion…a	  summary	  of	  
how	  to	  act	  	  
•  Remember,	  Verbal	  Judo	  is	  unnatural.	  It	  takes	  practice	  and	  
concentration	  to	  master	  this	  art.	  	  

•  1.	  Always	  maintain	  your	  professional	  face	  	  
2.	  The	  Golden	  Rule	  	  
3.	  Distinguish	  between	  reasonable	  &	  severe	  resistance	  	  
4.	  Every	  verbal	  encounter	  is	  unique	  	  
5.	  Don’t	  expect	  people	  to	  be	  compliant	  right	  away	  	  
6.	  Always	  check	  your	  own	  assumptions	  	  
7.	  Control	  encounters	  
8.	  Use	  adrenaline,	  never	  be	  ruled	  by	  it	  	  
9.	  Respond	  to	  people,	  don’t	  react	  	  
10.	  Flexibility	  equals	  strength	  	  



•  11.	  Keep	  your	  language	  speciIic	  	  
12.	  Use	  positive	  feedback	  	  
13.	  Use	  self-‐	  talk	  	  
14.	  Treat	  people	  equally	  	  
15.	  Don’t	  try	  to	  run	  people’s	  lives	  	  
16.	  You	  have	  to	  be	  good,	  look	  good,	  and	  sound	  good	  	  
17.	  Say	  what	  you	  want,	  as	  long	  as	  you	  do	  what	  I	  say	  	  
18.	  You	  can	  have	  the	  last	  word,	  because	  I	  have	  the	  last	  act	  	  
19.	  Never	  use	  words	  that	  rise	  readily	  to	  your	  lips	  	  
20.	  If	  it	  doesn’t	  work	  with	  mama,	  don’t	  use	  it	  on	  the	  street	  	  
21.	  If	  it	  makes	  you	  feel	  good,	  no	  good	  	  
22.	  Never	  step	  on	  someone’s	  personal	  face	  	  
23.	  The	  less	  ego	  you	  show,	  the	  more	  power	  you	  have	  
24.	  When	  you	  lose	  your	  temper,	  you	  are	  useless	  	  
25.	  When	  your	  mouth	  opens,	  your	  ears	  slam	  shut	  	  
26.	  Common	  sense	  is	  most	  uncommon	  under	  pressure	  	  



The	  End!	  	  
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India Association of  
West Texas – Diwali ‘12 

By: Monisha Misra 
Master Event  #5  



Purpose  

S  Every year, the India Association of  West Texas (IAWT) 
hosts a Diwali performance for the Indian community in 
Lubbock. Diwali is the “Festival of  Lights” in India, and is 
an extremely festive holiday, celebrated with fireworks, 
lights, and dancing.  
 
In Lubbock, the event consists of  the children of  the 
community performing Indian dances and skits.  



Date, Time, & Location  

S  Where: Ed Irons Jr. High Auditorium and Cafeteria  

S  When: November 24, 2012  

S  Time: 6:00pm-10:00pm  

S  Expecting 260 guests  
160 adults, 100 children 

S  Tickets:  
$12.00 for adults, $8.00 for children for show ONLY  
$20.00 for adults, $12.00 for children for show AND dinner.  



Marketing  

S  The Diwali show is a well-known event in the Indian 
community, however it will be promoted in the IAWT 
newsletter than is sent to all members every month. 

S  Flyers in the ICC of  Texas Tech University  



Revenue Sources  

S  IAWT hosts fundraisers year round to hold the Diwali 
function and New Years party.  

S  Ticket sales for Diwali will fund the majority of  the 
expenses, IAWT fund will take care of  the rest.  



Venue  

S  Ed Irons Jr. High Auditorium includes lights, audio, 
speakers, and seating. 
Booked for 3 hours of  set up, and  2 hours of  performance 
on 11/24/12 
Booked for 3 hours of  dress rehearsal on 11/23/12  

S  Ed Irons Jr. High Cafeteria includes seating, and tables.  
Booked for 1 hour of  set up, and 2 hours of  eating.  

S  UP FRONT DEPOSIT: $250.00  
REMAINING COST: $750.00 (must be paid by 10/01/12)  
TOTAL COST: $1,000.00  



Venue  

S  Entrance/foyer of  Ed Irons will serve as registration/ticket 
collecting. (3 tables, IAWT set up crew collects tickets)  

S  3 classrooms next to the auditorium will be available for 
dressing rooms/practice rooms for performers  



Catering  

S  Catering for will be provided by Sri Maharaja Indian Cuisine for 
175 guests (100 adults, 75 children)  
 
 

 

          Appetizers  
          - Pakoras  
          - Samosa 
 
 
 
 
 
 
 
 

Adult Menu:  
- Chicken Tikka Masala 
- Mutter Paneer  
- Rice  
- Lamb Korma 
 
 
 
 
 
 

Kid’s Menu:  
Chicken Noodles  
Mini Dosa  
Rice  
Chicken Nuggets  
 

TOTAL COST: $1,600.00  



Décor  

S  The stage will be decorated with:  
- One Indian flag: pre-owned from previous years  
- LED Christmas lights: $30.00  
- IAWT Banner: $34.99 (from Staples, xlarge banner)  
- Statue of  the Hindu goddess Lakshmi: $79.99  



Performances  

S  All children performing dances/skits must sign up and 
confirm by November 01, 2012  

S  Information needed: Name of  children, name of  dance, 
length of  dance  

S  The maximum length of  each dance is 5 minutes  



Dress Rehearsal  

S  Dress rehearsal/sound check will be held 11/23/12 from 
6:00pm-9:00pm  

S  All performance members must be present with their music 
and will perform in order of  the program  

S  Full performances from each group is required  

S  CD’s for each performance are due at the end of  rehearsal  



Program for 11/23/12 

S  6:00pm: All performance members arrive  

S  6:00pm-6:15pm: MC practices opening speech  

S  6:15pm-8:30pm: Dress rehearsal/music check for all 
performers  

S  8:30pm-9:00pm: Collect all music, MC practices closing 
speech 



Back of  House Itinerary for 
11/24/12  

S  4:00pm – Set up IAWT members arrive to decorate, string lights, and test all sound and audio  

S  5:00pm – MC arrives for sound check 

S  5:30pm – Dance 1-5 performers gather in practice room for sound/song check  

S  6:00pm – Program begins  

S  6:30pm – Dance 6-10 performers gather in practice room for sound/song check  

S  7:00pm – Maharaja catering arrives for set-up (IAWT set up crew assists)  

S  7:05pm – Intermission  

S  7:15pm – Program reconvenes  

S  8:00pm – Program ends and dinner is served  

S  10:00pm – IAWT set up crew cleans up, Maharaja employees load  supplies  



Program for 11/24/12  

S  6:00pm – Welcome & Diwali informational  

S  6:30pm – Dance #1 through Dance #5 perform with 2 minute MC 
intervals between each  

S  7:05pm – Intermission  

S  7:15pm – Dance #6 through Dance #10 perform with 2 minute MC 
intervals between each  

S  7:50pm – Conclusion & Thank You  

S  8:00pm – Dinner is served  



Organization  

S  Event date: November 24, 2012  

S  Ed Irons booked & confirmed: August 01, 2012 
Pay deposit by August 01, 2012  
Re-confirm on October 01, 2012 and November 01, 2012   

S  Tickets for sale/flyers posted: November 01, 2012  

S  Food tickets purchased/food order from Sri Maharaja Indian 
Cuisine: November 10, 2012  
Re-confirm food order on November 20, 2012  

S  Itinerary and dance program sign ups: November 01, 2012  

S  Programs/banners printed from Staples: November 10, 2012  



Organization  

S  IAWT set up crew: sign up volunteers (10) by 09/01/12 

S  Master of  Ceremonies: sign up volunteers (2) by 09/01/12  

S  Review program and MC script by 11/15/12 



Risk Management  

S  Confirm and re-confirm all dates, schedules, and bookings  

S  Walk through venue with principle of  Ed Irons Jr. High and learn 
all exits, fire extinguishers, and open rooms  

S  Relay accessibility information to IAWT set up crew to ensure no 
exits are blocked in case of  emergency 

S  80% of  Indians are doctors, no problem with medical emergencies 
here.  

S  In case of  bad weather emergencies, be aware of  safe areas within 
the building.  



 
	  
	  

	  

	  

	  

	  

	  

	  

	  

Hedge	  Funds	  
The	  History,	  Strategies,	  &	  Results	  	  

PFP	  5362:	  Asset	  Allocation	  	  
By:	  Monisha	  Misra  
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I.    Hedge Fund History 

A financial journalist first introduced the concept of a hedge fund in 1949 by the name of 

Alfred W. Jones.  Alfred Jones was the first money manager to combine a hedged investment 

strategy using leverage and shared risk, with fees based on performance. Jones “hedged” his 

portfolio by combing two investment tools: using leverage to buy more shares, and short selling 

to avoid market risk. Using these two methods, he neutralized the effect of the overall market 

movement. He bought as many stocks as he sold so the market movement would be the wash on 

the total value of his portfolio. The fees based strategy on performance said that he would charge 

no fees unless he made a profit. The core elements of hedge funds today are a partnership 

structure, a small number of investors, and a variety of long and short positions. By 1968, there 

were almost 200 hedge funds and the first Fund of Funds that utilized hedge funds was created in 

1969. A few investors, including Warren Buffet, adopted the structure early on, but the concept 

was not widely known until 1969. Today, hedge funds are estimated to be a trillion dollar 

industry, with about 8,350 active hedge funds.  

 

II. Hedge Fund Introduction  

A hedge fund is described as a private, aggressively managed investment fund that 

utilizes sophisticated strategies in both international and domestic markets designed to offset 

losses. They focus on more volatile assets and aspire to accumulate capital gains by accurately 

predicting future price movements. Hedge funds incorporate investment strategies aimed at 

securing positive returns in investment regardless of overall market performance. The 

investments are illiquid and require the investors to keep their money in the fund for at least one 
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year. The practice of hedging is to attempt to reduce risk, but the goal is to maximize the return 

on investment.  

Hedge funds are most often set up as private investment partnerships that are open to a 

limited number of investors and require a very large initial minimum investment. You don’t hear 

too much about hedge funds unless you are an accredited investor or qualified purchaser. A 

qualified purchaser is defined to include an individual with at least $5,000,000 in investment 

assets. Companies and institutional investors generally qualify as qualified purchasers if they 

have at least $25,000,000 in investment assets. They are not sold to the public or retail investors. 

These funds, unlike mutual funds, are unregulated because they cater to more sophisticated 

investors.  

These investors typically pay a management fee that goes toward the operational costs of 

the fund, and an annual performance fee when the fund’s net asset value is higher than that of the 

previous year. Their annual management fees may range from 2% to 4% and their annual 

performance fees from 20% to 50%. Management fees are designed to cover the operating costs 

of the manager and are calculated as a percentage of the fund’s net asset value. Most 

management fees have been criticized for being too high. The performance fees are used to 

compensate managers and provide bonuses for some employees. Some hedge fund managers 

charge a redemption fee for early withdrawals during a specified period of time or when they 

exceed a predetermined percentage of the original investment. Redemption fees usually remain 

in the fund and benefit the remaining investors. To ensure that investors aren’t losing too much 

money on these fees, a high-water mark is put in place. This protects investors from paying 

excessive and redundant performance fees. The high water mark limits or eliminates the 

performance fee for making back a loss.  
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III. Hedge Fund Structure  

A hedge fund itself has no employees and no assets other than its investments. The portfolio 

is managed by the investment manager, which is a separate business entity and has employees. 

Many service providers are involved in the hedge fund structure, including a prime broker, an 

administrator, and a distributor. The prime broker’s services include lending money, lending 

securities for the purpose of short selling, trade execution, clearing, and settlement. 

Administrators typically deal with the issue of shares, and perform the back office functions. The 

distributor is responsible for marketing the fund to potential investors. Usually, this role is taken 

by the investment manager.  

Many hedge funds are established in offshore financial centers so that the investor pays tax 

on the increase in the value of the portfolio. It is estimated that 60% of the number of hedge 

funds in 2010 were registered offshore with the Cayman Islands, British Virgin Islands, or 

Bermuda. In the US, Delaware accounts for the most accounts. Although the hedge funds are 

established offshore, the investment managers are primarily located onshore in order to draw on 

the major pools of financial talent and to be close to the investors.  It is estimated that there were 

7,000 investment managers in the United States in 2005.  

The investment manager may retain an interest in the hedge fund, either as the general 

partner of a limited partnership or as the holder of “founder shares” in a corporate fund. Limited 

partnerships are principally used for hedge funds aimed at US-based investors who pay tax, as 

the investors will receive relatively favorable tax treatment in the United States. The general 

partner is typically the investment manager and the limited partners are the investors. Founder 
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shares typically have no economic rights and voting rights over only a limited range of issues, 

such as selection of the investment manager.  

Hedge funds are typically open-ended, meaning that the fund will periodically accept further 

investment and allow investors to withdraw their money from the fund. Most hedge funds allow 

money to be withdrawn monthly or quarterly. Investors do not typically trade shares or limited 

partnership interests among themselves and hedge funds do not typically distribute profits to 

investors before redemption.  

When a hedge fund holds assets that are hard to value reliably or are illiquid, the fund may 

employ a side pocket. A side pocket is a mechanism where the fund segregates the illiquid assets 

from the main portfolio of the fund and issues investors with a new class of interests or shares 

which participate only in the assets in the side pocket. These interests/shares cannot be redeemed 

by the investors. Once the fund is able to sell the side pocket assets, the fund will generally 

redeem the side pocket interests/shares and pay investors the proceeds. Side pockets are most 

commonly used by funds as an emergency measure.  

IV. Hedge Fund Regulation  

According to the International Organization of Securities Commissions, hedge fund 

managers are directly regulated to protect investors against fraud. A range of methods are used to 

provide oversight of hedge funds worldwide. Hedge funds have been exempt from certain 

registration and reporting requirements that apply to other investment companies because in most 

jurisdictions regulation permits investments in hedge funds by only “qualified” investors who are 

able to make an informed decision about investment decisions without relying on regulatory 

oversight.  
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Hedge funds within the US are subject to various regulatory trading, reporting, and 

record keeping requirements that also apply to other investors in publicly traded securities. 

Hedge funds rely on two primary exemptions in the Investment Company Act of 1949: 

Section3(c)1-which restricts funds to 100 or fewer investors and Section3(c)7-which requires all 

investors to meet a “qualified purchaser” criteria. These two sections also prohibit hedge funds 

from making public offerings, so funds must sell their securities in accordance with the private 

offering rules under the Securities Act of 1933. The securities of hedge funds are not registered 

under the 1933 Act, but they remain subject to the anti-fraud provisions of the Act. Because 

hedge funds do not have publicly traded securities, they are not subject to all of the reporting 

requirements of the Securities Exchange Act of 1934.  

The Dodd-Frank Wall Street Reform Act was passed in the US in July 2010. It was 

aimed to increase regulation of financial companies, including hedge funds.  Under Dodd-Frank, 

hedge fund managers who have less than $100 million in assets under management will be 

overseen by the state where the manager is domiciled and become subject to state regulation. In 

addition to that, many overseas funds with more than 15 US clients and investors, and managing 

more than $25 million for these clients will also have to register with the SEC by July 2011. 

Additionally, Dodd-Frank requires hedge funds to provide information about their trades and 

portfolios to help regulators fulfill their obligation to monitor and regulate systematic risk.  

If a hedge fund is set up on an off shore account, they must follow certain regulations as 

well. Hedge funds have to file accounts and conduct their business in compliance with the 

requirements of these offshore centers. Typical rules concern restrictions on the availability of 

the funds to retail investors, protection of client confidentiality, and the requirement for the fund 

to be independent of the fund manager.  
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As private, lightly regulated entities, hedge funds are not obliged to disclose their 

activities to third parties. An investor in a hedge fund usually has direct access to the investment 

advisor of the fund, and may enjoy more personalized reporting than investors in retail 

investment funds. Funds may choose to report some information in the interest of recruiting 

additional investors; however some hedge funds have very limited transparency even to its 

investors.  

V. Hedging Strategies  

Hedge funds employ a wide range of trading strategies that are generally said to fall into 

four main categories: global macro, directional, event driven, and arbitrage. Hedge funds 

utilizing a global macro investing strategy take sizable positions in share, bond or currency 

markets in anticipation of global macroeconomic events. It is defined as the strategy of investing 

around the world using economic theory to justify the decision making process. Global macro 

strategies have a large amount of flexibility due to their ability to use leverage to take large 

positions in diverse investments in multiple markets. Global macro trading strategies are based 

on educated guesses about the macroeconomic developments of the world.  

Directional investment strategies utilize market movements, trends, or inconsistencies when 

picking stocks across a variety of markets. These types of strategies have a greater exposure to 

the fluctuations of the overall market. A directional strategy is most appropriate for aggressive 

investors who are willing to take some risks in exchange for potentially higher returns. A fund’s 

returns may not be steady from year to year, but they’re likely to be higher over the long run. 
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Event driven strategies concern situations in which the underlying investment opportunity 

and risk are associated with an event. This type of strategy finds investment opportunities in 

corporate transactional events such as consolidations, acquisitions, recapitalizing, bankruptcies, 

and liquidations. Hedge funds are more likely to pursue event driven investing strategies than 

traditional equity investors because they have the expertise and resources to analyze corporate 

transactional events for investment opportunities. 

The last investment strategy is arbitrage. Merger, or risk arbitrage, is probably the most 

commonly known strategy. Risk arbitrage typically involves buying and selling the stocks of two 

or more merging companies to take advantage of market discrepancies between acquisition price 

and stock price.  The risk element arises from the possibility that the merger or acquisition will 

not go ahead as planned. In simple terms, arbitrage is the possibility of a risk free profit at zero 

cost.  

Hedge fund investors depend upon the skills of the fund manager when they invest. 

However, this leads to a few potential problems. If the manager is highly successful, investors 

may not be able to access the manager unless they have millions to invest. Also, what happens to 

the hedge fund if the manager suddenly quits, retires, or dies? To help address these issues, the 

Fund of Funds was created. The Fund of Funds is a hedge fund that invests in other hedge funds. 

Diversification can be attained by either investing in hedge funds with different strategies, or 

with multiple hedge funds of the same strategy. In either case, the diversification helps to 

minimize the effects of the loss of the manager in a single hedge fund. However, the Fund of 

Funds adds on another layer of fees to an already fee-heavy strategy.  
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VI. Hedge Fund Risk  

While hedging can be a way of reducing the risk of an investment, hedge funds are not 

immune to risk. Because investments in hedge funds can add diversification to investment 

portfolios, investors may use them as a tool to reduce their overall portfolio risk exposures. 

Hedge funds ideally produce returns relatively uncorrelated with market indices. According to a 

report by the Hennessee Group, hedge funds were approximately one-third less volatile than the 

S&P 500 between 1993 and 2010.  

Those who participate in hedge fund investors are assumed to be aware of the investment 

risks and accept these risks because of the potential returns relative to those risks. According to 

the Financial Times, “big hedge funds have some of the most sophisticated and exacting risk 

management practices anywhere in asset management.” Funds may have “risk officers” who 

manage risks but are not otherwise involved in the trading. Hedge funds share many of the same 

type of risk as other investment classes, including liquidity risk and manager risk. Liquidity 

refers to the degree to which an asset can be bought and sold or converted to cash. Hedge funds 

employ a lock up period during which an investor cannot remove money. Manager risk refers to 

those risks which arise from the management of funds. Hedge funds are perceived as having a 

greater appetite for risk, with the intention of maximizing returns. Managers will have an 

additional incentive to increase risk oversight when their own capital is invested in the fund.  

VII. Performance Measurement  

Performance statistics for individual hedge funds are difficult to obtain. The funds have not 

been required to report their performance to a central location and restrictions against public 

offerings and advertisement have led many managers to refuse to provide performance 
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information publicly. However, summaries of some individual hedge funds are provided in 

journals, databases, and the Hennessee Group. Hedge fund performance is measure by 

comparing their returns to an estimate of their risk. One estimate is that the average hedge fund 

returned 11.4% per year, representing a 6.7% return above overall market performance before 

fees, based on performance data from 8,400 hedge funds.  Common measures are the Sharpe 

Ratio, Treynor measure, and Jensen’s alpha. These measures work best when returns follow 

normal distributions without autocorrelation, and these assumptions are often not met in practice.  

Index Jun  2011  1987 - 2010  

Hennessee Hedge Fund Index  -1.20% +1.45% +1600% 

Dow	  Jones	  Industrial	  Average	  	   -1.24% +7.22% +555% 

S&P 500 -1.83% +5.01%	   +465% 

NASDAQ -2.18% +4.54% +753% 
	  

According to The Hennessee Group, the hedge fund index has significiantly outperformed The 

Dow Jones Industrial Average, the S&P 500, and NASDAQ.  

The Sharpe Ratio is calculated by subtracting the risk-free rate from the rate of return for a 

portfolio and dividing the result by the standard deviation of the portfolio returns. The Sharpe 

Ratio formula is:  

=(rp – rf )/σp 

Where:  

rp = Expected portfolio return  

rf  = Risk free rate  

σp = portfolio standard deviation 
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The Sharpe ratio tells us whether a portfolio’s returns are due to smart investment decisions 

or a result of excess risk. This measurement is very useful because although one portfolio or fund 

can reap higher returns than its peers, it is only a good investment if those higher returns do not 

come with too much additional risk. The greater a portfolio’s Sharpe ratio is, the better its risk 

adjusted performance has been. A negative Sharpe ratio indicates that a risk-less asset would 

perform better than the security being analyzed.  

VIII. Why Invest in Hedge Funds? 

Depending upon the strategy employed, many hedge funds have very little correlation with 

the average stock and bond market investments. All hedge funds are not necessarily designed to 

“beat the market”, some are just structured to limit losses as compared to the market indexes and 

provide a smoother ride.  

According to The Hennessee Group, hedge funds have historically outperformed benchmarks 

on a risk-adjusted and absolutely basis and have shown ability to preserve capital in down 

markets. Historically, the ability of hedge funds to outperform on a long-term basis and to limit 

downside losses has allowed them to generate long term gains.  
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The Hennessee Group says, “A properly diversified and managed hedge fund portfolio 

can provide superior investment returns with significantly lower portfolio risk in comparison to 

traditional equity portfolios.”  

 Some advantages that hedge funds have over mutual funds and other investment options 

is that they are extremely flexible in their investment options because they use financial 

instruments generally beyond the reach of mutual funds, which have SEC regulations and 

disclosure requirements that largely prevent them from using short selling, leverage, 

concentrated investments, and derivatives. This flexibility gives hedge funds the ability to best 

manage investment risks. In falling equity markets, hedge funds are proven to outperform mutual 

funds:  

 S&P 500 VAN U.S. Hedge Fund 
Index 

Morningstar Average Equity 
Mutual Fund 

1Q90 -3% 2.20% -2.80% 

3Q90 -13.70% -3.70% -15.40% 

2Q91 -0.20% 2.30% -0.90% 

1Q92 -2.50% 5.00% -0.70% 

1Q94 -3.80% -0.80% -3.20% 

4Q94 -0.02% -1.20% -2.60% 
3Q98 -9.90% -6.10% -15.00% 

3Q99 -6.20% 2.10% -3.20% 

2Q00 -2.70% 0.30% -3.60% 

3Q00 -1.00% 3.00% 0.60% 

4Q00 -7.80% -2.40% -7.80% 

1Q01 -11.90% -1.10% -12.70% 

3Q01 -14.70% -3.80% -17.20% 

2Q02 -13.40% -1.40% -10.70% 
3Q02 -17.30% -3.60% -16.60% 

3Q04 -2.30% 1.40% -1.70% 

1Q05 -2.59% .10% -2.20% 

Total -113.01% -10.30% -115.70% 
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During the last 18 years, the S&P 500 Index has had 17 negative quarters, totaling a negative 

return of 113.01%. During those negative quarters, the average U.S. equity mutual fund had a 

total negative return of 115.7%, while the average hedge fund had a total negative return of only 

10.3%, displaying the ability of hedge funds to preserve capital in falling equity markets. 

IX. Disadvantages of Hedge Funds  

There are a few disadvantages to hedge funds; one of them being only the wealthiest 

individuals can participate in them. Also, since higher return derives from higher risk, you are 

risking millions of dollars that could be lost in the blink of an eye. The fact that very few 

government regulations oversee hedge fund investments can be a disadvantage as well as an 

advantage in this case. It is a disadvantage in that less sophisticated investors do not always 

realize that there is a greater risk of fraud in a private placement than in a public offering. The 

SEC and NASD are starting to push for more regulation of hedge funds, however, it is not at it’s 

peak of regulation yet. Hedge funds are also not required to report return monthly, so an investor 

may only receive information on a quarterly basis.  

Since many hedge fund managers try to take advantage of temporary market inefficiencies, 

the rapid increase in funds means more and more fund managers are trying to do the same thing. 

With more managers chasing the same types of trades, the returns on these trades are likely to 

suffer over time. Returns could suffer as a result.  

 

 



Misra-‐08/11	  
	  

	  
	  

14	  

X. Conclusion  

Hedge funds represent a diversification opportunity for those investors who are sophisticated 

enough to investigate them thoroughly before investing, and wealthy enough to meet the high 

minimum investment requirements. The record is clear that some of these funds have been able 

to deliver above-market returns. Practically, hedge funds are out of reach for most investors. 

They carry a high degree of risk, liquidity is limited, and they usually employ leverage and the 

use of derivatives. If you are interesting in participating in a hedge fund, it is crucial that you do 

your homework and research the different types of hedge fund terminology, and various trading 

strategies employed by different managers.  
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