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02071027 Form 13F

D STATES

Form 13F COVER PAGE

Check here if Amendment [ ]; Amendment Number:
This Amendment (Check only one.)}: [ ] is a restatement.
[ 1 adds new holdings entries.

Institutional Investment Manager Filing this Report:
Name: D. E. Shaw & Co., Inc. (see notes 1, 2 and 3)

Address: 120 West 45 Street, 39 Floor
New York, NY 10036

Form 13F File Number: 28-5396

The institutional investment manager filing this report and the person
by whom it is signed hereby represent that the person signing the
report 1s authorized to submit it, that all information contained
herein is true, correct and complete, and that it is understood that
all required items, statements, schedules, lists, and tables, are
considered integral parts of

this form.

Person Signing this Report on Behalf of Reporting Manager: X EX\VEX)

Title: Attorney-In-Fact
Phone: (212) 478-0000

Name: Stuart Steckler p&’xg¥ipa

Signatpure, Place, and Date of Signing: %@CESSEB
A % New York, NY February 1, 2002 \/[FEB 04 2@@5

[Sidnature] [City, State] [Date]

Report Type (Check only .one.): ‘ m

[X] 13F HOLDINGS REPORT. (Check here if all holdings of this
reporting manager are reported in this report.)

[ 1 13F NOTICE. (Check here if no holdings reported are in this
report, and all holdings are reported by other reporting
manager(s) .)

[ ] 13F COMBINATICN REPORT. (Check here if a portion of the
holdings for this reporting manager are reported in this
report and a portion are reported by other reporting
manager (s) .)




Form 13F SUMMARY PAGE
Report Summary:
Number of Other Included Managers: 1
Form 13F Information Table Entry Total: _ 1794

Form 13F Information Table Value Total: £6,866,929
(thousands) (see Note 4)

List of Other Included Managers:

Provide a numbered list of the name(s) and Form 13F file
number (s) of all institutional investment managers with respect
to which this report is filed, other than the manager filing this
report.

No. Form 13F File Number Name
1 28-5394 D. E. Shaw & Co., L.P.
(see notes 2 and 3)




Form 13F

NOTES

1. D. E. Shaw & Co., Inc. disclaims status as an institutional
investment manager and makes this filing in its capacity as the parent
entity of investment advisers.

2. D. E. Shaw & Co., Inc. or its subsidiaries (“D. E. Shaw”) are
general partners or members of various entities and therefore may
exercise investment discretion for them. D. E. Shaw disclaims that it
exercises investment discretion for certain of such entities, but
includes the holdings of all such subentities in this form.

3. D. E. Shaw & Co., Inc. or its subsidiaries (“D. E. Shaw”) are
general partners or members of various entities and therefore may
exercise voting discretion for them. D. E. Shaw disclaims that it
exercises voting discretion for certain of such entities, but includes
the holdings of all such subentities in this form.

4. The holdings above represent only those holdings we wish to keep
confidential, all other holdings are reported on the Edgar filing.




POWER OF ATTORNEY
FOR CERTAIN FILINGS
UNDER THE SECURITIES EXCHANGE ACT OF 1934

I, David E. Shaw, hereby make, constitute and appoint each of:
Lou Salkind and
Stu Steckler,

acting individually, as my agent and attorney-in-fact, with full power of substitution, for the
purpose of, from time to time, executing in my name and/or my capacity as President of D. E.
Shaw & Co., Inc. (acting for itself or as the general partner or managing member of D. E. Shaw &
Co., L. P,, D.E. Shaw Development, L.P., D. E. Shaw & Co., L.L.C., D. E. Shaw Development,
L.L.C., or Attenuon, L.L.C.) all documents, certificates, instruments, statement, other filings and
amendments to the forgoing (collectively, “documents”) determined by such person to be
necessary or appropriate to comply with ownership or control-person reporting requirements
imposed by any United States or non-United States governmental or regulatory authority,
including without limitation Forms 3, 4, 5, 13D, 13F and 13G required to be filed with the
Securities and Exchange Commission; and delivering, furnishing or filing any such documents
with the appropriate governmental or regulatory authority. Any such determination shall be
conclusively evidenced by such person’s execution and delivery, furnishing or filing of the
applicable document.

This power of attorney shall be valid from the date hereof and replaces the power granted on
January 14, 1997, which is hereby cancelled.

IN WITNESS HEREOF, I have executed this instrument as of the date set forth below.
Date: February5, 2001 |
DAVID E. SHAW

/s/David E. Shaw
New York, New York
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D E Shaw & Co 39th Floor, Tower 45 (212) 478-0000

120 West Forty-Fifth Street FAX (212) 478-0100
New York, NY 10036

CONFIDENTIAL

February 1, 2002

The Secretary
United States Securities and Exchange Commission
Washington, D.C. 20549

Re: De Novo Request for Confidential Treatment of Form 13F for the Quarter Ended
December 31, 2000

Dear Sir or Madam:

In accordance with section D (2)(g) of the “General Instructions” to the Form 13F and Rule
24b-2 of the Securities Exchange Act of 1934 (the “Act”), D. E. Shaw & Co., L.P., on behalf of
D. E. Shaw & Co., Inc. and their affiliates (collectively, the “Firm”), hereby files a de novo
request for confidential treatment of the information contained in the Form 13F, filed with
the Securities and Exchange Commission (the “Commission”) for the quarter ended
December 31, 2000 (the “Form 13F”). This request is made pursuant to Section 13(f)(3) of
the Act, which allows the Commission to prevent or delay public disclosure of informatio
contained in Form 13F.

In addition, in accordance with Rule 24b-2 of the Act and with Interpretive Release No. 65
under the Freedom of Information Act, the Firm requests confidential treatment of this letter.
As a result of the exceptional nature of our request, which has been discussed in telephone
conversations with the Commission staff (see generally footnote 1), we have provided certain
details concerning our businesses. Such details go well beyond the ordinary level of
information that would regularly be revealed in a typical request for confidential treatment,
but such details were viewed by the staff as necessary information in their consideration-of
our request. Therefore, we believe that confidential treatment of our request itself is
necessary to preserve the confidentiality of the Form 13F information for which this letter
requests confidential treatment.

We are submitting this de novo request for confidential treatment of items 1 through 8 for all
security holdings included in the Form 13F for the quarter ended December 31, 2000 (the
“Subject Information”). Our request is based upon the Subject Information’s reflecting
portions of the Firm’s proprietary and confidential financial algorithms, trading strategies
and other intellectual property. We believe that disclosure of the security holdings on the
Form 13F may enable competitors to “reverse engineer” our algorithms, strategies and other
intellectual property. If competitors “reverse engineered” the Subject Information to
simulate or even approximate our intellectual property, this would cause substantial
commercial and competitive harm to the Firm. The Subject Information reported on Form
13F must be kept confidential to avoid the competitive and other harms noted above, all of
which, by extension, would harm the investors whose assets are under the Firm's
management.

This letter describes the business units in the Firm and how revealing the positions reported
on the Form 13F will also reveal the trading strategies of the Firm. The following business
units will be discussed: two US equity trading units, one US equity-linked securities unit and
one convertible arbitrage unit. All of the strategies pertaining to these business units have
been described previously by the Firm in prior letters requesting confidential treatment for
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Form 13F filings with the Commission, and in telephone calls with the Commission’s staff,
held in connection with those letters and at the staff’s request.’

US Equity and US Equity-Linked Units

Three of the business units whose positions are reported on the Form 13F essentially rely on
the same or very similar trading strategies. These strategies are quantitative, US Equity and
US Equity-Linked trading strategies with two business units maintaining a market neutral
profile and one maintaining a long profile. Traders of the business units that employ these
strategies generally do not determine the particular stocks and the quantities of such stocks
that should be traded to implement the strategy. Instead, positions are largely determined by
a mathematical model, which takes into account certain factors relevant to the equity market.
The Firm’s researchers have identified such factors over time and through detailed analysis of
market information. As discussed in more detail below, the disclosure of the Subject
Information creates two main risks for the US Equity and US Equity-Linked Units: (1)
competitors could learn which factors the underlying trading strategy analyzes and relies
upon and thereby “reverse engineer” this trading strategy, and (2) competitors could use the
Subject Information to verify their approximations of this trading strategy.

Quantitative competitors may be able to “reverse engineer” significant parts of the Firm’s
trading strategies by analyzing the positions reported in the Subject Information, and
potentially isolating factors upon which the underlying trading strategy relies. The type of
information that we report in the Form 13F is not available publicly, and the Firm dedicates
much time and expense to preserving the confidentiality of such information. Consequently,
a competitor trying to isolate from publicly available market data the factors upon which the
Firm relies would need to engage in years of research and spend significant amounts of
money to develop a similar trading strategy. However, if a competitor were permitted access
to the Subject Information, such access would permit a competitor to obtain the benefit of the
Firm'’s research without having to invest the time and incur the costs. Moreover, the use of
this trading strategy by others would severely reduce the ability of the Firm to employ the
strategy and thus would result in competitive harm.

With respect to the second risk presented by public disclosure of the Subject Information, if
competitors collected the Firm's Form 13F filings each quarter, they could obtain substantial
information about the US Equity and US Equity-Linked Units’ trading strategies and, with
such a large base of information, readily verify their approximations of this strategy. Since a
single Form 13F filing by the Firm may list more than 1000 equity positions, our competitors
could amass much information from various of the Firm’s Form 13 F filings to use for this
verification. The competitive harm noted in the previous paragraph would thus be
exacerbated by the Firm's competitors’ ability to verify their approximations of the US equity
and US Equity-Linked trading strategies.

! See previous letters from D. E. Shaw & Co., L.P, regarding the Firm’s initial and De Novo requests for confidential treatment of Forms
13F for the quarters ended December 31, 1995 through September 30, 2001. As per discussion with Judy Gechter from the Office of
Chief Counsel on January 14, 2000, since we have not heard otherwise from the SEC, all previous requests for confidential treatment
have been granted.
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Convertible Arbitrage Unit

The Firm's Form 13F also reflects the positions of the Firm’s Convertible Arbitrage Unit,
which relies largely on a convertible arbitrage trading formula. Convertible arbitrage, the
buying and selling of a convertible security and its underlying security, allows a trader to
profit from perceived pricing inefficiencies between the two securities. Arbitrage
opportunities generally disappear as soon as other arbitrageurs become aware of the
inefficiency—this may be within moments or months. The Firm'’s arbitrageurs use a
proprietary trading model, based on years of research and market exploration, which often
identifies inefficiencies among “obscure” securities. As a result, the arbitrage opportunities in
which we invest may last for months. During this period, the Firm can continue to exploit its
identification of these inefficiencies (which the Firm regards as confidential and proprietary
intellectual property) and increase its positions in an identified arbitrage.

The Firm's success in convertible arbitrage has inspired much curiosity among the other
participants in this specialized market. The discovery by our competitors of our convertible
arbitrage positions reported on the Form 13F would have four particular types of competitive
harm. This discovery would, as further outlined below, (1) hinder the disposition of securities
positions held in the strategy, (2) defeat future arbitrage opportunities in specific securities,
(3) defeat the Firm’s ability to employ its model by giving competitors the opportunity to
“reverse engineer” it, and (4) allow competitors to verify their “reverse engineering” efforts.

Due to the nature of the Firm'’s convertible arbitrage trading strategy, public disclosure of the
Firm’s securities positions would hinder, if not destroy, the Firm'’s ability to dispose of these
securities positions and continue to employ this strategy. Typically, the Firm participates in a
given arbitrage for at least several months; thus, the information available in our recent Form
13F filings would convey the Firm's trading model's current convertible arbitrage selections,
notwithstanding the 45-day delay between the Form 13F filing deadline and the report date.
Knowledge by our competitors could severely impair, if not paralyze, the Firm's ability to
dispose of such current positions effectively. Many of the particular securities traded by the
Convertible Arbitrage Unit are relatively “obscure” and illiquid. If competitors become aware
of our positions in these securities they could (and actually would be expected to) engage in
trading to, if not hinder the Firm’s ability to liquidate these already “difficult to liquidate”
securities, at the very least profit from this information at the Firm'’s expense. You have
indicated to us that confidential treatment has historically been granted during “programs of
disposition”, since awareness of the intent to dispose of a given security can adversely affect
the security’s liquidity and thereby hinder the seller’s ability to dispose of it profitably. We
believe that much of our Convertible Arbitrage Unit’s trading falls under this historical basis
for granting confidential treatment.

Additionally, competitors would be able to defeat the Firm'’s ability to pursue future arbitrage
opportunities in the particular convertible securities reported. Competitors could establish
positions in these securities, which would cause the prices of these securities to adjust to
eliminate further arbitrage opportunities. Competitors could also alter the natural price
discovery process in securities markets by making purchases and sales that anticipated
dispositions of securities by the Firm to liquidate or adjust its positions or that anticipated
acquisitions of securities by the Firm to establish or adjust its positions.

Moreover, by analyzing the positions reported in the Subject Information, competitors could
gain broader insight into the Firm’s convertible arbitrage selection model by gaining insight,
for example, into certain classes of securities, historically isolated by this model for arbitrage
and from which the Firm continues to profit. The type of information that is on the Firm’s
Form 13F is not available publicly, and the Firm devotes significant time and expense to
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preserving the confidentiality of such information. Because the Subject Information filters
out much of the irrelevant information present in publicly available market data, our
competitors, if allowed access to the Subject Information, could “reverse engineer” parts of
the Firm's Convertible Arbitrage Unit's trading strategy without having to undertake the years
of research and suffer the expense that would otherwise be necessary to develop this strategy.
Our competitors could unfairly obtain the benefits of the Firm's research without bearing its
costs.

Finally, as is also the case with the positions of the Firm’s US Equity Units and US Equity-
Linked Securities Units, if competitors collected several of our Form 13F filings, they could
amass substantial information about the Firm'’s convertible arbitrage strategy and, with such
a large collection of position information, readily verify their approximations of our strategy.
The competitive harm noted in the preceding paragraphs would be exacerbated by other
arbitrageurs’ ability to verify their approximations of the Firm’s convertible arbitrage
strategy.

In summary, this request for confidential treatment is motivated by several factors. The Firm
seeks to protect its intellectual property from those quantitative firms, like itself, that pursue
highly specialized areas of research and employ sophisticated techniques of data analysis.
Since the Firm depends heavily upon complex, quantitative trading, the competitive harm
potentially caused by making public the Subject Information is expected to be extensive. If
others were able to deduce the Firm’s confidential and proprietary information from the
Subject Information, the Firm would expect, among other things, to suffer losses, to be unable
to profitably pursue many trades determined by the Firm's trading models, to suffer the
devaluation of such trading models and to lose the benefit of years of research. In addition,
the Firm believes that such a result would, among other things, discourage others from
engaging in research to determine latent market inefficiencies. By damaging the Firm’s
competitive position, this negative effect and the others noted above would ultimately harm
the persons whose assets are invested in the firm.

The Firm takes all reasonable and lawful measures to protect the confidentiality of
information regarding the Firm’s intellectual property and other proprietary information,
including its trading positions, by, among other things, entering into confidentiality
agreements with certain employees, dealers and counter parties; limiting information
provided to certain owners of the Firm; and refraining from any public discussion of such
information. The Firm therefore respectfully requests confidential treatment of the
information on the Form 13EF

The Firm'’s trading strategies and models have been and are expected to be used for an
extended period of time. Therefore, the Firm’s request for confidential treatment is being
made for a period of one year. It is our belief that, after a one-year period, we will make a
further request for confidential treatment, unless, for example, the Firm's current trading
strategies will have changed sufficiently to render disclosure of the Subject Information
relatively innocuous.

In accordance with paragraph b (2)(iii) of Rule 24b-2, the Firm consents to the furnishing of
the confidential portion of the Form 13F to other government agencies or bodies and to the
Congress. This material is not being filed with any Exchange at this time.

Again, please note that, as described above, we have requested confidential treatment of this
letter in accordance with Rule 24b-2.
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We thank you for your time and consideration in reviewing this request for confidential
treatment. Please feel free to contact Stephen Back at (212) 478-0867 should you have any
questions or require additional information.

D.E. S;ﬁ& Co.ﬁi.P.
By:

Stuaft Steckier
Managing Director
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DE Shaw & Co 39th Floor, Tower a5 (212) 478-0000

120 West Forty-Fifth Street FaX (212) 478-0100
New York, NY 10036

CONFIDENTIAL

February 1, 2002

The Secretary
United States Securities and Exchange Commission
Washington, D.C. 20549

Re: De Novo Request for Confidential Treatment of Form 13F for the Quarter Ended
December 31, 1999

Dear Sir or Madam:

In accordance with section D (2)(g) of the “General Instructions” to the Form 13F and Rule
24b-2 of the Securities Exchange Act of 1934 (the “Act”), D. E. Shaw & Co., L.P., on behalf of
D. E. Shaw & Co., Inc. and their affiliates (collectively, the “Firm”), hereby files a de novo
request for confidential treatment of the information contained in the Form 13F, filed with
the Securities and Exchange Commission (the “Commission”) for the quarter ended
December 31, 1999 (the “Form 13F”). This request is made pursuant to Section 13(f)(3) of
the Act, which allows the Commission to prevent or delay public disclosure of information
contained in Form 13F.

In addition, in accordance with Rule 24b-2 of the Act and with Interpretive Release No. 65
under the Freedom of Information Act, the Firm requests confidential treatment of this letter.
As a result of the exceptional nature of our request, which has been discussed in telephone
conversations with the Commission staff (see generally footnote 1), we have provided certain
details concerning our client-based businesses and client relationships. Such details gc well
beyond the ordinary level of information that would regularly be revealed in a typical request
for confidential treatment, but such details were viewed by the staff as necessary information
in their consideration of our request. Therefore, we believe that confidential treatment of our
request itself is necessary to preserve the confidentiality of the Form 13F information for
which this letter requests confidential treatment.

We are submitting this de novo request for confidential treatment of items 1 through 8 for all
security holdings included in the Form 13F for the quarter ended December 31, 1999 (the
“Subject Information”). Our request is based upon the Subject Information’s reflecting
portions of the Firm’s proprietary and confidential financial algorithms, trading strategies
and other intellectual property. In addition, in the case of one of the Firm’s business units,
our request is based upon the Subject Information’s refiecting the individual security
holdings of former clients (hereafter referred to as “Clients”) of the Firm. We believe that
disclosure of the security holdings on the Form 13F may enable competitors to “reverse
engineer” our algorithms, strategies and other intellectual property or to obtain information
on positions held by the Firm’s Clients, who expect, and at times specifically request, that
such information be kept confidential. If competitors “reverse engineered” the Subject
Information to simulate or even approximate our intellectual property, this would cause
substantial commercial and competitive harm to the Firm. If position information of certain
of our Clients became publicly available, it could threaten the ability of these Clients to
successfully pursue their trading strategies and, in turn, impair the Firm'’s relationship with
its Clients. The Subject Information reported on Form 13F must be kept confidential to
avoid the competitive and other harms noted above, all of which, by extension, would harm
the investors whose assets are under the Firm’s management.
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This letter describes the business units in the Firm and how revealing the positions reported
on the Form 13F will also reveal the trading strategies of the Firm. The following business
units will be discussed: two US equity trading units, one US equity-linked securities unit and
one convertible arbitrage unit. All of these business units have been described previously by
the Firm in prior letters requesting confidential treatment for Form 13F filings with the
Commission, and in telephone calls with the Commission’s staff, held in connection with
those letters and at the staff’s request.'

US Equity Units

Two of the business units whose positions are reported on the Form 13F essentially rely on
the same trading strategy. This strategy is a quantitative, market-neutral, US equity trading
strategy. Traders of the business units that employ this strategy generally do not determine
the particular stocks and the quantities of such stocks that should be traded to implement the
strategy. Instead, positions are largely determined by a mathematical model, which takes into
account certain factors relevant to the equity market. The Firm'’s researchers have identified
such factors over time and through detailed analysis of market information. As discussed in
more detail below, the disclosure of the Subject Information creates two main risks for the US
Equity Units: (1) competitors could learn which factors the underlying trading strategy
analyzes and relies upon and thereby “reverse engineer” this trading strategy, and (2)
competitors could use the Subject Information to verify their approximations of this trading
strategy. '

Quantitative competitors may be able to “reverse engineer” significant parts of the Firm’s
trading strategies by analyzing the positions reported in the Subject Information, and
potentially isolating factors upon which the underlying trading strategy relies. The type of
information that we report in the Form 13F is not available publicly, and the Firm dedicates
much time and expense to preserving the confidentiality of such information. Consequently,
a competitor trying to isolate from publicly available market data the factors upon which the
Firm relies would need to engage in years of research and spend significant amounts of
money to develop a similar trading strategy. However, if a competitor were permitted access
to the Subject Information, such access would permit a competitor to obtain the benefit of the
Firm's research without having to invest the time and incur the costs. Moreover, the use of
this trading strategy by others would severely reduce the ability of the Firm to employ the
strategy and thus would result in competitive harm.

With respect to the second risk presented by public disclosure of the Subject Information, if
competitors collected the Firm's Form 13F filings each quarter, they could obtain substantial
information about the US Equity Units’ trading strategy and, with such a large base of
information, readily verify their approximations of this strategy. Since a single Form 13F filing
by the Firm may list more than 700 equity positions, our competitors could amass much
information from various of the Firm's Form 13 F filings to use for this verification. The
competitive harm noted in the previous paragraph would thus be exacerbated by the Firm'’s
competitors’ ability to verify their approximations of the US equity trading strategy.

! See previous letters from D. E. Shaw & Co,, L.P, regarding the Firm’s initial and De Novo requests for confidential treatment of Forms
13F for the quarters ended December 31, 1995 through September 30, 2001. As per discussion with Judy Gechter from the Office of
Chief Counsel on January 14, 2000, as we have not heard otherwise from the SEC, all previous requests for confidential treatment have
been granted.
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US Equity-Linked Securities Unit

The Form 13F also contains information on the securities positions of the Firm’s US. equity-
linked securities unit ("US Equity-Linked Unit"}. This unit resembles the Firm'’s US Equity
Units in that it also employs a quantitative, market-neutral trading strategy; however, the US
Equity-Linked Unit’s underlying trading algorithm focuses on different instruments and
market factors. Traders of the US Equity-Linked Unit generally do not determine the
particular securities, and the quantities of such securities, that should be traded. Instead,
positions are largely determined by a mathematical model, which takes into account certain
factors relevant to the equity-linked securities market. The Firm's researchers have identified
such factors over time and through detailed analysis of market information. The disclosure of
the Subject Information creates two main risks for the US Equity-Linked Unit: (1)
competitors could learn which factors the underlying trading strategy analyzes and relies
upon and thereby "reverse engineer" this trading strategy, and (2) competitors could use the
Subject Information to verify their approximations of this trading strategy.

By analyzing the positions reported in the Subject Information, quantitative competitors of
the US Equity-Linked Unit could isolate factors upon which the underlying trading strategy .
relies and thus "reverse engineer” significant parts of this strategy. A competitor trying to
isolate from publicly available market data the factors upon which the Firm relies would need
to engage in years of research and spend significant amounts of money to develop a similar
trading strategy. However, if a competitor were permitted access to the Subject Information,
such access would permit the competitor to avoid waiting years to develop this trading
strategy and to obtain the benefit of the Firm's research without bearing its costs. Moreover,
the use of this trading strategy by others would severely reduce the ability of the Firm to
employ the strategy and thus would result in competitive harm.

If competitors collected the Firm's Form 13F filings each quarter, they could obtain
substantial information about the equity-linked trading strategy and, with such a large base of
information, readily verify their approximations of this strategy. The competitive harm noted
in the previous paragraph would be exacerbated by competitors' ability to verify their
approximations of the equity-linked securities trading strategy.

Convertible Arbitrage Unit

The Firm'’s Form 13F also reflects the positions of the Firm’s Convertible Arbitrage Unit,
which relies largely on a convertible arbitrage trading formula. Convertible arbitrage, the
buying and selling of a convertible security and its underlying security, allows a trader to
profit from perceived pricing inefficiencies between the two securities. Arbitrage
opportunities generally disappear as soon as other arbitrageurs become aware of the
inefficiency—this may be within moments or months. The Firm’s arbitrageurs use a
proprietary trading model, based on years of research and market exploration, which often
identifies inefficiencies among “obscure” securities. As a result, the arbitrage opportunities in
which we invest may last for months. During this period, the Firm can continue to exploit its
identification of these inefficiencies {which the Firm regards as confidential and proprietary
intellectual property) and increase its positions in an identified arbitrage.

The Firm'’s success in convertible arbitrage has inspired much curiosity among the other
participants in this specialized market. The discovery by our competitors of our convertible
arbitrage positions reported on the Form 13F would have four particular types of competitive
harm. This discovery would, as further outlined below, (1) hinder the disposition of securities
positions held in the strategy, (2) defeat future arbitrage opportunities in specific securities,
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(3) defeat the Firm'’s ability to employ its model by giving competitors the opportunity to
“reverse engineer” it, and (4) allow competitors to verify their “reverse engineering” efforts.

Due to the nature of the Firm’s convertible arbitrage trading strategy, public disclosure of the
Firm’s securities positions would hinder, if not destroy, the Firm'’s ability to dispose of these
securities positions and continue to employ this strategy. Typically, the Firm participates in a
given arbitrage for at least several months; thus, the information available in our recent Form
13F filings would convey the Firm's trading model’s current convertible arbitrage selections,
notwithstanding the 45-day delay between the Form 13F filing deadline and the report date.
Knowledge by our competitors could severely impair, if not paralyze, the Firm'’s ability to
dispose of such current positions effectively. Many of the particular securities traded by the
Convertible Arbitrage Unit are relatively “obscure” and illiquid. If competitors become aware
of our positions in these securities they could (and actually would be expected to) engage in
trading to, if not hinder the Firm'’s ability to liquidate these already “difficult to liquidate”
securities, at the very least profit from this information at the Firm's expense. You have
indicated to us that confidential treatment has historically been granted during “programs of
disposition”, since awareness of the intent to dispose of a given security can adversely affect
the security’s liquidity and thereby hinder the seller’s ability to dispose of it profitably. We
believe that much of our Convertible Arbitrage Unit’s trading falls under this historical basis
for granting confidential treatment.

Additionally, competitors would be able to defeat the Firm's ability to pursue future arbitrage
opportunities in the particular convertible securities reported. Competitors could establish
positions in these securities, which would cause the prices of these securities to adjust to
eliminate further arbitrage opportunities. Competitors could also alter the natural price
discovery process in securities markets by making purchases and sales that anticipated
dispositions of securities by the Firm to liquidate or adjust its positions or that anticipated
acquisitions of securities by the Firm to establish or adjust its positions.

Moreover, by analyzing the positions reported in the Subject Information, competitors could
gain broader insight into the Firm'’s convertible arbitrage selection model by gaining insight,
for example, into certain classes of securities, historically isolated by this model for arbitrage
and from which the Firm continues to profit. The type of information that is on the Firm'’s
Form 13F is not available publicly, and the Firm devotes significant time and expense to
preserving the confidentiality of such information. Because the Subject Information filters
out much of the irrelevant information present in publicly available market data, our
competitors, if allowed access to the Subject Information, could “reverse engineer” parts of
the Firm's Convertible Arbitrage Unit’s trading strategy without having to undertake the years
of research and suffer the expense that would otherwise be necessary to develop this strategy.
Our competitors could unfairly obtain the benefits of the Firm'’s research without bearing its
costs.

Finally, as is also the case with the positions of the Firm’s US Equity Units and US Equity-
Linked Securities Units, if competitors collected several of our Form 13F filings, they could
amass substantial information about the Firm'’s convertible arbitrage strategy and, with such
a large collection of position information, readily verify their approximations of our strategy.
The competitive harm noted in the preceding paragraphs would be exacerbated by other
arbitrageurs’ ability to verify their approximations of the Firm’s convertible arbitrage
strategy.

In summary, this request for confidential treatment is motivated by several factors. The Firm

seeks to protect its intellectual property from those quantitative firms, like itself, that pursue
highly specialized areas of research and employ sophisticated techniques of data analysis.
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Since the Firm depends heavily upon complex, quantitative trading, the competitive harm
potentially caused by making public the Subject Information is expected to be extensive. If
others were able to deduce the Firm’s confidential and proprietary information from the
Subject Information, the Firm would expect, among other things, to suffer losses, to be unable
to profitably pursue many trades determined by the Firm'’s trading models, to suffer the
devaluation of such trading models and to lose the benefit of years of research. In addition,
the Firm believes that such a result would, among other things, discourage others from
engaging in research to determine latent market inefficiencies. By damaging the Firm’s
competitive position, this negative effect and the others noted above would ultimately harm
the persons whose assets are invested in the firm.

The Firm takes all reasonable and lawful measures to protect the confidentiality of
information regarding the Firm’s intellectual property and other proprietary information,
including its trading positions, by, among other things, entering into confidentiality
agreements with certain employees, dealers and counter parties; limiting information
provided to certain owners of the Firm; and refraining from any public discussion of such
information. Similarly, the Firm takes all possible measures to protect client confidentiality.
The Firm therefore respectfully requests confidential treatment of the information on the
Form 13E

The Firm’s trading strategies and models have been and are expected to be used for an
extended period of time. Therefore, the Firm’s request for confidential treatment is being
made for a period of one year. It is our belief that, after a one-year period, we will make a
further request for confidential treatment, unless, for example, the Firm’s current trading
strategies will have changed sufficiently to render disclosure of the Subject Information
relatively innocuous.

In accordance with paragraph b (2)(iii) of Rule 24b-2, the Firm consents to the furnishing of
the confidential portion of the Form 13F to other government agencies or bodies and to the
Congress. This material is not being filed with any Exchange at this time. Again, please note
that, as described above, we have requested confidential treatment of this letter in accordance
with Rule 24b-2.

We thank you for your time and consideration in reviewing this request for confidential
treatment. Please feel free to contact Stephen Back at (212) 478-0867 should you have any
questions or require additional information.

D.E. S/Z\& Co.&.P

By /
Stua(t\’gteckfer

Managing Director
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