
 

 

 

 

MFA Urges FSOC Members to Strengthen Protections for Private 
Information: 
MFA submitted a cover letter and white paper to each member of the Financial Stability Oversight 
Council (FSOC) on the protection of non-public, sensitive, and proprietary information.  MFA has 
become concerned over recent inspector general and press reports describing gaps in internal controls 
at regulators to protect non-public information and the improper use of private, sensitive data that 
certain regulators have collected for regulatory purposes. 
  
MFA strongly supports intelligent, well-informed and data-driven regulation of the U.S. securities and 
derivatives markets and endorse the notion that regulators need appropriate levels of information about 
markets and their participants to make thoughtful policy decisions.  In light of new Dodd-Frank Act 
authorities and information-sharing duties and obligations, MFA believes it is appropriate and 
necessary for regulators to review their existing policies, practices, and controls and to coordinate with 
fellow FSOC members now before an inadvertent leak occurs or a malicious attack is carried out. 
  
MFA made specific recommendations to the U.S. Securities Exchange Commission (SEC) and the 
Commodity Futures Trading Commission (CFTC), urging them to harmonize policies and controls 
concerning the treatment of sensitive and proprietary information. 
  
Read MFA’s letter including our recommendations to strengthen the protections for private information 
here. 
  
  
 
 

MFA Letter to CFTC Staff Seeking Extension on Bunched Order Rule: 
MFA joined with the Futures Industry Association (FIA), the Investment Company Institute (ICI) and the 
Securities Industry and Financial Markets Association’s (SIFMA) Asset Management Group (AMG) in 
submitting a letter to urge the staff of the Commodity Futures Trading Commission (CFTC) to extend 
the time for account managers to comply with new regulations related to “bunched orders”. 
  
Under CFTC final rules, a “bunched order” is one where an account manager bunches a trade order on 
behalf of multiple customers, which is executed by a futures commission merchant (FCM) as a block 
and post trade is allocated among the individual customer accounts.  The CFTC’s final rules required 
that, by June 1, 2013, FCMs must establish risk limits for bunched orders and enter into an agreement 
with the account manager regarding screening the bunched orders for compliance with those limits in 
advance of the trade.  Entering into these agreements and determining how to screen the bunched 
orders requires significant proved difficult for the industry and the trade associations that submitted the 
letter worked together to develop an action plan and industry standard to meet the rule requirements. 
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Prior to the June 1, 2013 compliance date, the trade associations requested a 90-day extension to 
allow sufficient time to disseminate the relevant documents to affected market participants and promote 
industry-wide education regarding the requirements of this rule. On May 31, 2013, staff from the 
CFTC’s Division of Clearing and Risk granted the requested 90-day extension, which extended the 
compliance date to September 1, 2013. 
  
Read the entire joint comment letter seeking an extension to the bunched order rule here. 
  
  
 
 

Recent Wall Street Journal Op-ed on Hedge Fund Performance: 
In a recent Wall Street Journal op-ed, Bob Rice provides his take on criticisms of hedge fund 
performance and fees by using contextual history of hedge funds and an explanation of long-short 
strategies.  As Rice argues, the $2 trillion invested in hedge funds are diversified across a large variety 
of hedge fund strategies and managers, which means that average performance figures are not 
necessarily reliable in determining specific hedge fund performance. 
  
“Finance articles focusing on a combined-performance statistic for all hedge funds are the equivalent of 
a sports story that averages the scores of the local baseball, football and basketball teams,” wrote Rice. 
  
Rice also claims that the typical criticisms of hedge funds can be applied to “every class of investment 
throughout the history of finance.” 
  
“What cannot be said is that the basic logic of investing in hedge funds is flawed,” Bob Rice stated. 
“[Investors] are voting for downside protection, strategies that tend to zig when markets zag, and 
broader opportunities for profit. That’s less a puzzle than it is plain common sense.”  That downside 
protection may cause some funds to lag the market during a boom period, but that’s why investors 
choose to diversify with them, as Rice writes, “smart investors don’t regret that any more than they do 
having paid for life insurance but failing to die.” 
  
Read Bob Rice’s full Wall Street Journal op-ed here. 
  
 
 
  

MFA Introduces a New, Educational Video Series: 
As the voice of the global alternative investment industry, MFA is pleased to roll out a new educational 
tool to help explain hedge funds’ role in the economy.  On Tuesday, June 18, MFA introduced the video 
“What is a Hedge Fund?” on its You Tube page.  In the video, MFA President and Chief Executive 
Officer Richard Baker provides a general overview of hedge funds and the important ways they help 
investors and their beneficiaries.  This is the first in the series, with more videos to come in the 
following weeks. 
  
Check MFA’s You Tube page for updates. 
  
  
 
 

Hedge Fund Fundamentals Releases New Short Selling Presentation: 
Hedge Fund Fundamentals released the latest in a series of educational presentations, “Short Selling: 
An Important Tool for Price Discovery and Liquidity in the Financial Marketplace.”  The new resource 
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breaks down the complex issue of short selling into a streamlined presentation that helps users 
understand what short selling is and why it matters in the marketplace. 
  
In particular, the presentation describes the many benefits to investors, including: 

 Risk management for hedging long positions and managing portfolio risk 
 Increasing efficiency in the marketplace because the transactions inform the market with their 

evaluation of future stock, bond, or commodity price performance 
 Lowering overpriced securities by encouraging better price discovery 
 Providing liquidity by increasing the number of potential sellers in the market 

  
Read the full Short Selling presentation here. 
  
  

Twitter is a great way to stay on top of the latest news from MFA and the hedge fund industry. 
Follow MFA on Twitter @MFAUpdates. 
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