
 

 

 

 

European Union’s Michel Barnier Addresses U.S. Chamber of Commerce: 

MFA and the U.S. Chamber of Commerce hosted Michel Barnier, European Commissioner for Internal 

Market and Services at a meeting on February 23 in Washington, D.C.  Commissioner Barnier 

addressed a crowd of 100+ guests, including MFA members and other representatives from the 

business community.  

Commissioner Barnier’s visit came at a critical time for European and U.S. financial markets.  During 

his presentation, he provided critical insight into ongoing efforts within the EU to address the sovereign 

debt crisis and other measures designed to spur growth in EU member states.  

Commissioner Barnier also provided an update on financial regulatory efforts in the EU and the 

importance of international coordination, particularly with respect to G20 member countries.  Click here 

to read a transcript of Commissioner Barnier’s remarks as prepared for delivery. 

MFA President and CEO Delivers Keynote at National Institute on 

Retirement Security Retirement Policy Conference: 

On Tuesday, March 6, MFA President and CEO Richard Baker gave the opening keynote address to 

the Third Annual Retirement Policy Conference hosted by the the National Institute on Retirement 

Security (NIRS).  

Speaking to leaders of the institutional investor community, Baker discussed the growing partnership 

between the hedge fund community and the investors.  According to Preqin data, 61% of all hedge 

fund assets come from institutional investors such as pensions, endowments, foundations, and 

charities.  Those investments in hedge funds are helping tens of millions of Americans – NIRS’ 2012 

Pensionomics Report found that in 2009 state and local pension plans served 27.5 million Americans; 

federal pension plans served 2.3 million active civilian employees; and, private sector plans covered 44 

million Americans, including 8.4 million retirees. 

Baker addressed many of the myths of the hedge fund industry, specifically that hedge funds are highly 

leveraged and risky investments.  He highlighted a recent study that shows hedge funds are leveraged, 

on average, at only 2.34:1 and noted that on a long-term, aggregate basis, hedge funds have 

outperformed  10-year US Treasury notes, the S&P 500, and STOXX 600 since the end of 2003.  

Baker also discussed MFA’s advocacy efforts on behalf of the industry, highlighting the increased need 

to remain active with regulators and policy makers, as more than three-quarters of the Dodd-Frank Act 

regulations have yet to be finalized.  Dodd-Frank is a strong contributor to the industry’s continued 

evolution, noted Baker, but the industry has taken it upon itself to embrace transparency.  He cited his 

2009 testimony before Congress, as President and CEO of MFA, in support of mandatory registration 

(subscription required) for hedge fund managers.  Moving forward, Baker observed, it is important for 

investors to have their voices heard as the new regulatory framework develops. 
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International Engagement: MFA Submits Comments to ESMA on Short 
Selling and Sovereign CDS: 

As part of our continuing engagement on a global level, MFA submitted comments on March 9 to the 
European Securities and Markets Authority (ESMA) in response to ESMA’s public consultation on 
possible delegated acts concerning the Regulation on short selling and certain aspects of credit default 
swaps. Among our comments in the letter, MFA recommends that ESMA: 

1. Use an alternative approach to determining whether an investor has a net short position in 
sovereign debt by indicating that “high correlation” exists for sovereign issuers within the same 
Member State and for instruments which have an average positive correlation over a period of 
24 months or longer; 

2. Provide investors flexibility to treat sovereign CDS as covered where they have determined that 
genuine and evidenced correlation exists; and 

3. Permit the use of sovereign CDS to hedge risk in different Member States. 

North Carolina Retirement Systems Increases Hedge Fund Allocation: 

North Carolina recently joined the growing number of states that have increased allocations to hedge 

funds to help strengthen retirement security through public sector pension plans.  The $72 billion plan 

announced plans to allocate up to 6% of assets to hedge funds in the coming years.  

In a recent Triangle Business Journal article (subscription required), a spokesperson for the State 

Treasurer noted that hedge funds were chosen to “diversify the pension portfolio” and “reduce risk 

where authorized.”  

North Carolina’s allocation comes as other states, including Rhode Island, are making initial allocations 

or growing existing hedge fund portfolios.  Municipal pension plans, including the Sacramento County 

Employees’ Retirement System and university endowments like the University of California system 

have also announced plans to increase hedge fund allocations recently.  These represent just some of 

the many institutional investors who partner with hedge funds to diversify their investment portfolios, 

manage risk and produce reliable returns over time. 

International Engagement: MFA Comment Letter to ESMA on MiFID: 

MFA is closely monitoring regulatory efforts around the globe.  The Markets in Financial Instruments 

Directive (MiFID) is a landmark reform currently underway in the European Union. 

MFA submitted comments to the European Securities and Markets Authority (ESMA) on its consultation 

paper on “Guidelines on certain aspects of the MiFID compliance function requirements”.  In our letter, 

we highlighted that: 

 In the case of an investment firm which is part of a corporate group, it may be appropriate to 
have a centralized compliance function situated within another group entity; 

 Compliance officers should not be required to have formal compliance or legal qualifications, 
provided that they have a good knowledge of the regulatory system combined with a thorough 
understanding of the business carried out by their investment firm gained through relevant 
experience. This is particularly important in the context of a corporate group with a centralized 
compliance function where the chief compliance officer for the group may be based in a 
jurisdiction outside of the EU; 

 It should be left to the investment firm’s discretion to decide which types of functions may be 
combined with the compliance function; and 

 ESMA should clarify which types of external compliance services may amount to “outsourcing” 
of the compliance function. 
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