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Were 
Galleon 
investors 
right to run 
a mile? 
COMMENT p12

Family office interest 
returns in Florida 
CAP INTRO IS ALIVE and 
kicking in the Florida resort 
made famous by investment 
banks’ annual conferences in 
the town. Since the turn of the 
year, the Breakers Resort in Palm 
Beach has been losing its avid 
fan base as banks scale back on 
conference budgets and host 
events in less salubrious New 
York surroundings. 

Now, the returning trickle 
of money into the industry has 
drawn Lighthouse Prime Services 
back to Breakers to give investors, 
particularly family offices, a nudge 
to put their money to work. 

Around two dozen family 
offices and wealth managers 
already invested in hedge funds 
were in attendance and looking 
to boost their allocations. There 
was even one locally based family 
office looking to make its first 
investment into hedge funds.

The family offices in attendance 
were looking for fast money from 
high-frequency trades, with  
interest expressed for long/short, 
ADR arbitrage, index arbitrage 
and quant black-box strategies.  

Brian Stutman, managing 
director and co-head of prime 
services at Lighthouse Prime 
Services, felt the event achieved 
its aims, bringing together 
investors and managers. 

“We are definitely seeing more 
interest than we have been in the 
past 12 months,” he said. 

The majority of hedge fund 
managers that showed up to the 
event have three-year track records 
with an average of $150m under 
management. 
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AN IMPACT ASSESSMENT 
study commissioned by the EU’s 
Economic and Monetary Affairs 
(Econ) Committee has delivered a 
damning appraisal of the European 
Commission’s draft Directive 
for Alternative Investment Fund 
Managers (AIFM), 
calling it “poorly 
constructed, ill-focused, 
and premature.”

Produced by London-
based economics and 
regulation consultants 
Europe Economics, the 
report pulls no punches 
with its opening 
stanza: “We find the 
Commission impact 
assessment analysis of 
the policy problem to 
be vague, sweeping, and inadequate 
as a basis for justifying regulation,” 
it reads.

Though the Europe Economics 
team admitted that there was 
a “strong case for additional 
regulation”, the report concluded 
that the “rationale for a directive of 
this form is weak”, before going on 
to list a host of negative impacts on 
a range of subjects.

The 41-page document, delivered 
to Econ at the end of October, is 
divided into seven sections, and 
dedicates four to the key areas of 
marketing, leverage, depositories 
and third-country issues.

Echoing a number of criticisms 
from lobbyists within the hedge fund 

industry, the report acknowledges 
that marketing-led compliance 
costs would increase, and that 
global competition would likely be 
impaired.   

The AIFM Directive’s third-
country provisions would lead to a 
very significant restriction on EU 
investor choice, it said, and could be 
interpreted as protectionist.  

The restrictions on non-EU 
depositories and the heightened 
liability burden were likely to 

result in a reduction in 
competition.

The Directives 
suggestions for leverage 
limits, the report noted, 
did not take into account 
the complex nature of 
leverage issues. The 
study suggests central 
banks, and not the 
European Commission, 
should have the power 
to impose leverage 
limits for systemically 

significant AIFs.   
Econ members, who received 

further external input on the AIFM 
Directive at a public hearing in 
Brussels yesterday, are due to vote 
on their own revised version of the 
legislation in April. 

One HFMWeek contact close to 
the parliamentary action has already 
questioned the practicality of an 
April vote, and after Tuesday’s public 
Econ meeting, the date is beginning 
to feel increasingly optimistic. 

“There’s clearly been a lot of 
work been done behind the scenes,” 
Deutsche Bank’s Anthony Byrne, 
the panel’s sell-side representative, 
told HFMWeek afterwards.  
t .griffiths@hfmweek.com 
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Econ assessment deems 
Directive "inadequate"
Study predicts negative impact of current AIFM Directive draft  
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Sharon Bowles MEP, chair of the Economic 
and Monetary Affairs Committee, which is 
due to vote of the AIFM Directive in April


