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Creating Opportunities
Amid Regulatory Expansion 
- Richard H. Baker, President and CEO,

Managed Funds Association

The hedge fund industry enters 2015 on 
a wave of growth with new opportunities 
on the horizon. While fund managers 
and their investment partners chart their 
course for the New Year, it is helpful to 
look back on the trends developed in 
2014 which impact the industry’s future. 
 
The past year brought tremendous 
levels of investment to the industry. 
Assets under management (AUM) set 
new records with 70% of funds’ AUM 
increasing in 2014, and just 9% of fi rms 
experiencing a decline. This growth has 
been especially evident when looking at 
the continued expansion of partnerships 
with institutional investors. In total, 44% 
of fund managers reported an increase 
in allocations from this important group. 
 
At the Managed Funds Association 
(MFA), we have paid special attention 
to this growing relationship. Our 
Institutional Investor Advisory Council 
(IIAC) is now entering its fi fth year 
and provides a forum for engagement 
between stakeholders. Through the 
IIAC, we’ve gained perspective from 
offi cials with pensions, endowments 
and foundations about their outlook on 
the global fi nancial landscape.
 
In recent months, there has been a lot of 
discussion about the role of alternative 
investments in institutional portfolios. 
The recent decision by CalPERS 
to eliminate hedge funds received 
press attention, but has not affected 
the broader relationship between 
alternatives and institutional investors. 
In a recent study conducted by Preqin, 

nearly half of all managers feel the 
CalPERS decision will have no long-
term impact on the growing relationship 
with hedge funds.

There is, however, one area of concern 
where there is general agreement: the 
adverse impact of new and often unclear 
regulations. When asked about the key 
“drivers of change” for the industry, 
53% of managers cited regulations. 
Surprisingly, ongoing volatility and 
uncertainty in fi nancial markets – a 
strong concern for many – came in 
a distant second at just shy of 42%. 
This feedback is telling of the lingering 
uncertainty driven by the increasingly 
complex web of regulations governing 
the industry. 
 
These concerns are not limited to the 
US, as the Alternative Investment 
Fund Managers Directive (AIFMD) in 
the European Union (EU) has 57% 
of managers indicating it will have a 
negative effect on the industry. Nearly 
30% of managers reported they will not 
market in the European Union due to the 
regulatory changes brought on by the 
new directive. 
 
These industry concerns, and therefore 
MFA’s concerns, are continually 
addressed by the association through 
meetings with regulators and policy 
makers. We champion policies and 
regulations that ensure markets remain 
effi cient, fair, liquid, transparent and 
stable for all participants, and spend 
a considerable amount of time with 
global policy leaders working to achieve 

global regulatory harmonization. These 
meetings help deepen our knowledge 
and expertise, enabling us to serve as 
a resource for fund managers seeking 
more clarity or context on regulatory 
changes.
 
In addition to providing the global 
alternative investment industry a clear 
and unifi ed voice with government 
offi cials, we also take an active 
leadership role in facilitating a strong 
relationship between fund managers 
– our core membership base – and 
allocators. MFA shares the success 
story of our industry and explains why 
alternatives should be an essential part 
of every investor’s portfolio, particularly 
when it comes to addressing the 
unfunded liabilities of pensions – which 
some reports estimate are more than 
$4.5tn for state employees in the US 
alone. 
 
It is clear the upcoming year will provide 
challenges, but with those challenges 
also come opportunities. As you will 
read in this report, fund managers 
remain bullish on industry growth with 
80% expecting their AUM to increase 
over the next year. Increased growth 
will bring new occasions to engage with 
policy leaders and regulators, as well 
as the general public to continue telling 
the story of this successful industry. 
MFA is excited to be a leader in this 
conversation and we look forward to 
seizing the opportunities 2015 has to 
offer with our members.
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The Managed Funds Association (MFA) represents the global alternative investment industry and its investors by advocating 
for sound industry practices and public policies that foster effi cient, transparent, and fair capital markets. MFA, based in 
Washington, DC, is an advocacy, education, and communications organization established to enable hedge fund and 
managed futures fi rms in the alternative investment industry to participate in public policy discourse, share best practices 
and learn from peers, and communicate the industry’s contributions to the global economy. MFA members help pension 
plans, university endowments, charitable organizations, qualifi ed individuals and other institutional investors to diversify 
their investments, manage risk, and generate attractive returns. MFA has cultivated a global membership and actively 
engages with regulators and policy makers in Asia, Europe, the Americas, Australia and all other regions where MFA 
members are market participants.
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