
Correlation and Risk
We  would  like  to  know  what  risk  we  are  running  in  our
portfolio which consists of a clutch of hedge funds. To do
this we measure the individual volatilities of each hedge
fund. We also need to know how these funds relate to one
another.

Question: Do we measure the correlation of returns of each
fund with another? Or should we find out what each fund has in
its portfolio and measure the relationships between portfolio
components?
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