
 

  

 

 

MFA Submits Response to ESMA on Consultation and Discussion Papers on 
MiFID II and MiFIR: 
MFA submitted its response to the European Securities and Markets Authority’s (ESMA) consultation 
and discussion papers regarding the implementation of the Markets in Financial Instruments Directive 
(MiFID II) and the Markets in Financial Instruments Regulation (MiFIR). 

MFA’s comments reflect a commitment to the policy goals of MiFID II/MiFIR – to improve market 
transparency, to ensure depth and liquidity of markets, and to increase investor protection – while 
ensuring that the new, suggested rules are consistent and harmonized with those of other major 
jurisdictions. Among other important issues, MFA’s responses focused on ESMA’s questions regarding 
the derivatives trading obligation, straight-through-processing, transparency requirements, the 
definitions of algorithmic and high frequency trading, position limits, and inducements. 

Addressing the responses to ESMA, MFA President and CEO Richard H. Baker said, “As investors, 
MFA’s members support regulatory efforts that produce safer, stronger, more efficient markets, and 
enhanced protection for all investors. We have endeavored to offer constructive feedback to ESMA 
based on investors’ perspectives on the adjustments they believe are needed to result in positive 
changes to regulated markets.” 

Read the full text of MFA’s response to ESMA on the consultation and discussion papers on MiFID II 
and MiFIR. 
Read MFA’s statement regarding the response. 

MFA Submits List of Priorities to CFTC Chairman Massad and 
Commissioners: 
On July 30, MFA submitted letters to Timothy Massad, the new Chairman of the Commodity Futures 
Trading Commission (CFTC), and the other four Commissioners, Mark Wetjen, Scott O’Malia, Sharon 
Bowen, and J. Christopher Giancarlo. The letters spelled out MFA’s current priorities with the CFTC, 
reiterating points raised in earlier letters and in testimony before Congress. 

MFA raised a number of the industry’s most pressing issues in the letters to Chairman Massad and the 
Commissioners. A number of the issues we addressed include: 

 Impartial Access to SEFs and SEF Implementation Concerns. 
 Exemption for SEF Members that are Registered CTAs/CPOs from Rule 1.35(a)’s Oral and 

Written Recordkeeping Requirements. 
 Swap Data Reporting Issues. 
 Cross-Border Issues. 
 Delegation of CPO Obligations.CPO/CTA Recordkeeping Requirements. 
 CFTC/SEC Harmonization Issues, including JOBS Act. 
 Protection of Customer Collateral Issues. 
 Rulemaking Proposals on Position Limits. 

Read MFA’s comment letter listing priorities before the CFTC in the Comment Letter Database here. 
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MFA Submits Response to ESMA on EMIR Clearing of Interest Rate Swaps: 
On August 18, MFA submitted a response to the European Securities and Markets Authority (ESMA) in 
response to its “Consultation Paper on the Clearing Obligation under EMIR (no.1)” related to clearing of 
interest rate swaps (IRS). In the response, MFA emphasizes the importance of the European 
Commission (EC) recognizing U.S. central counterparties as being subject to equivalent regulation prior 
to beginning the clearing obligation. MFA also, among other things, requests that ESMA: (1) requests 
that ESMA shorten the phase-in periods in respect of the clearing obligation to 3 months for Category 1 
entities (i.e., certain clearing members) and 6 months for Category 2 entities (i.e., investment funds and 
other clearing members); (2) eliminate application of the clearing obligation to existing contracts (i.e., 
frontloading) with respect to all derivative contracts and categories of market participant; (3) harmonize 
the classes of IRS that it will subject to the clearing obligation with those classes subject to mandatory 
clearing under CFTC rules. MFA also agrees with ESMA that the EC should review the EMIR clearing 
process as part of its general review of EMIR in 2015 to take into account the practical difficulties 
ESMA would encounter if it needs to disapply the clearing obligation to a class of derivative. 

Read MFA’s complete response to ESMA on EMIR clearing of interest rate swaps. 
 

MFA Submits Letter to Hong Kong on OTC Derivatives Reporting Rules: 
On August 17, MFA submitted a comment letter to the Hong Kong Monetary Authority (HKMA) and the 
Securities and Futures Commission (SFC) in response to their joint “Consultation Paper on the 
Securities and Futures (OTC Derivatives Transactions – Reporting and Record Keeping) Rules.” In the 
letter, among other things, MFA requests that the HKMA and SFC: (1) adopt an equivalence regime 
that would allow for recognition of other jurisdictions’ equivalent regulatory regimes; (2) impose the 
obligation to report solely on the dealer (and not also the fund) where a fund is transacting with the 
dealer; (3) increase the timeframe for implementation of the reporting obligation to 12 months, instead 
of using the proposed 3-6 months. In addition, in the letter, MFA supports the HKMA’s and SFC’s 
proposal not to require fund managers to report historical transactions (i.e., backload) entered into on 
behalf of the funds they manage. MFA also emphasizes the importance of maintaining utmost 
confidentiality of the transaction data reported to the Hong Kong Trade Repository established by the 
HKMA. 

Read MFA’s letter to Hong Kong regulators on OTC derivatives reporting rules. 
 

Wall Street Journal Publishes MFA’s Response to Article on Pensions and 
Hedge Funds: 
The Wall Street Journal recently published an article on the decisions made by some public pensions to 
reduce allocations to hedge funds. Institutional investors are constantly examining and adjusting their 
portfolios. While some pensions may be trimming hedge fund investments, the sentiment expressed in 
the article contradicts recent research published by Preqin that notes that institutional investors are 
increasingly satisfied with their hedge fund investments and, indeed, are looking to maintain or increase 
those investments in the coming year. 

Below is the Letter to the Editor of the Wall Street Journal from MFA’s President and CEO Richard H. 
Baker: 

To the Editor: 

While a handful of pension funds have reassessed their allocations to hedge funds recently (“Calpers 
Pulls Back from Hedge Funds,” Markets, July 24), overall investment data and trends indicate investor 
confidence and satisfaction with hedge fund investments remain very high. Hedge Fund Research’s 
latest report noted $30.5 billion in new capital flowed into hedge funds in the second quarter – the 
eighth consecutive quarterly record for investment. The institutional investors making these allocations 
remain very satisfied with the results. A June 2014 Preqin survey of institutional investors found an 84 
percent approval rating for investors’ hedge fund returns, as funds met or exceeded return expectations 
over the past 12 months. Beyond returns, the article fails to mention a key reason many institutional 
investors turn to hedge funds: to diversify their portfolios and manage risk. Eighty-percent of investors 
told Preqin that their portfolio risk would increase if their hedge fund allocation were removed. Further, 
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87 percent of institutional investors from the Preqin survey expect to maintain or increase their hedge 
fund allocations over the next 12 months. The data are clear – the risk management benefits and 
satisfaction with returns have led to a partnership between institutions and hedge funds that continues 
to grow. 

Richard H. Baker 
President and CEO 
Managed Funds Association 
Washington, D.C. 

Read Mr. Baker’s Letter to the Editor that appeared in the August 1 edition of the Wall Street Journal. 

 

MFA Issues Statement on July 22 AIFMD Implementation Deadline and 
Contributes Commentary in Preqin AIFMD Study: 
MFA has released a statement regarding the July 22 deadline for implementation of the Alternative 
Investment Fund Managers Directive (AIFMD). The statement cites MFA’s continued support for a 
comprehensive regulatory framework governing the alternative funds industry, and reaffirms MFA’s 
commitment to continuing to work with the Commission, regulators at ESMA, as well as member-state 
competent authorities. MFA also notes that the transparency, oversight, and investor protections 
afforded under a harmonized AIFMD will further enable the alternative investment community to deliver 
safe, stable returns, diversification and sound risk management to the benefit of investors, including 
pension funds, universities, and endowments throughout Europe. In a Financial Times article covering 
the July 22 deadline MFA general counsel Stuart Kaswell provided insight to what many managers are 
thinking as AIFMD takes effect, acknowledging that questions do remain for competent authorities to 
address in order to achieve the goals of AIFMD. 

Furthermore, new research from Preqin reveals that hedge fund managers are ramping up efforts to 
comply with the Directive, though many concerns and uncertainties remain. 

Topics addressed in the report, “Global Hedge Fund Managers Respond to AIFMD,” which surveyed 
150 global hedge fund managers include: 

 The outlook on AIFMD as a regulatory framework and its impact 
 Concerns about the Directive 
 Preparations for compliance 
 Plans for marketing in the EU 

MFA President and CEO Richard H. Baker authored the Foreword of the Preqin report and offered a 
constructive, global analysis of the results: 

“Complex regulations are borne out of complex financial markets, but as our global marketplace 
becomes more interconnected by the minute, it is critically important that regulators seek to harmonize 
rules across borders whenever possible. Ultimately, we strongly believe that the transparency and 
regulatory oversight under a harmonized AIFMD will highlight alternative investment funds’ ability to 
deliver safe, stable returns that provide investment diversification and sound risk management for 
pension funds, endowments, and foundations throughout Europe and around the world.” 

Read MFA’s statement on the AIFMD implementation. 
Read the Financial Times story on AIFMD. 
View and download the full AIFMD survey from Preqin. 

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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