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Description


In today’s atmosphere of market uncertainty, geopolitical unrest, and a weak economic landscape, many investors find themselves still feeling the sting that was created when the bull market reversed in early 2000. The days of triple digit returns are long gone and, for many, so is a substantial ercentage of the personal wealth that was created in the late 1990s. It is no wonder, therefore, that many of these same investors have sought shelter in fixed income securities, cash instruments, or in increasingly popular market-neutral strategies.
Broad exploration of one particular market-neutral strategy that has not been widely publicized but which has endured for years as a successful approach among many institutional money managers and hedge fund experts is the focus of the following pages. The strategy is called pairs trading. In simple terms, pairs trading consists of buying one stock in an industry and selling short another stock (with which it has been paired via standards to be explained later), usually in the same industry. This approach has become something of a lost or rarefied skill, but currently it is resurfacing rapidly in the mainstream. 
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