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Cowen provides a high-touch, comprehensive 
outsourced trading solution, or supplements 
an existing trading operation, depending on 
the client’s specific needs. We leverage an 
established and experienced team of traders 
in New York, Stamford, Boston, San Francisco, 
Atlanta, London, and soon to be Hong Kong, 
along with our existing international network 
of brokers. Our global reach provides greater 
breadth of information than a traditional 
in-house trading desk.

Our outsourced solution provides exceptional 
value as the client’s trading desk, while averting 
the cost of building and operating an in-house 
infrastructure. This allows managers to convert 
a host of fixed costs into variable ones that can 
be managed on a pay-as-you-go basis.

The outsourced trading model relieves the 
burden of managing people and technology, 
so our clients can concentrate resources on 
alpha-generating functions, including research, 
portfolio construction, and risk management.

Cowen’s Global Outsourced Trading Group provides investment managers with a 
first-rate, cost efficient solution for their trading needs. Our offering is full service, 
multi-asset class, global, and is differentiated by its transparency and level of 
operational support.
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Prime brokerage 2019: 
Winning tactics inside the 

gladiatorial arena 
By James Williams

According to industry data provider 
Coalition, the world’s 12 largest invest-
ment banks produced USD18.3 billion 

in prime services revenue last year, up 8.3 per 
cent on 2017 but despite this the PB arena 
remains as gladiatorial as ever. 

On 7th July, Deutsche Bank announced that 
it was selling its PB business to BNP Paribas. 
This has led to a period of uncertainty, during 
which other bank-owned primes have sought 
to capitalise; most notably Barclays, which has 
reportedly attracted USD20 billion of hedge 
fund assets over to its balance sheet. 

As hedge funds continue to deal with their 
own margin constraints, they remain largely 

focused on maintaining a core number of 
PB relationships to achieve best outcomes. 
Managers have increasingly come to under-
stand that this key counterparty relationship 
has to be economically viable for both par-
ties, and as such can ill afford to spread their 
wallets too thin. Rather, they want the best 
level of client experience possible from two or 
three PBs, with each receiving sufficient trad-
ing volume to justify giving up their respective 
balance sheet. 

It has, in many ways, become a juggling act 
and as the Deutsche Bank announcement illus-
trates, European banks are still having to work 
hard to make PB a profitable business line. 

http://www.hedgeweek.com
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At the outset, before bringing a hedge fund 
client onto their book, PBs are spending even 
more time understanding how the strategy 
works, what the risks might be, how much 
leverage the manager will look to use, the 
liquidity profile of the instruments he plans on 
trading and so on. Drawing up this roadmap 
gives the PB the ability to set the appropriate 
price model, such that it doesn’t need to be 
constantly tweaked year after year. Fact is, the 
more esoteric or illiquid the instrument being 
traded, the more expensive it’s going to be for 
the bank to fund. 

“Pricing needs to be a quid pro quo,” com-
ments Alex South, Director, Saxo Capital 
Markets. “That is, set at an appropriate level 
that enables a manager to build their business 
and at the same time enables us to make 
money. In a post-MiFID II environment, pric-
ing has become a lot more transparent than 

According to Coalition’s report, Q1 revenues 
at PB firms declined 22 per cent year-on-year, 
attributing the fall to core prime and synthetics, 
“which was due to increased margin pressure 
in the US”.

One of the risks for any prime broker is 
ensuring that its pricing models evolve suffi-
ciently in line with market developments. Last 
year, Citi’s FX prime brokerage business suf-
fered a USD180 million loss, which prompted 
the US bank to publish a white paper – 
Collateral Damage? How Uncleared Margin 
Rules Will Revolutionise the FXPB Business 
Model – in which it issued a clarion call for 
banks and executing brokers to share the 
costs of managing risky derivatives. 

FX primes are now being hit harder by 
uncleared margin rules for non-cleared deriva-
tives and placing even more margin pressure 
on their balance sheets. Previously, only firms 
trading an aggregate notional daily amount of 
USD1.5 trillion of derivatives were subject to 
UMR, but that threshold dropped to USD750 
billion in September 2019 and will drop again 
to USD8 billion in September 2020. In short, 
having to post initial margin to both their 
clients and executing brokers, while also seg-
regating the margin they receive, will place 
further strain on liquidity and funding costs. 

The white paper showed how the cost 
of handling a non-cleared NDF trade with a 
notional value of USD10 billion will rise to 31 
times prevailing rates in order to cover the 
bank’s funding costs and regulatory capital 
requirements.

Asked what he thinks the impact of UMR 
could be on PB’s pricing models, Mark 
Aldoroty, head of prime services at BNY 
Mellon’s Pershing, says “it’s bigger than UMR”.

“Is the product being offered valuable to 
a client at a price point that works for both 
counterparts?” says Aldoroty. “UMR is going 
to create the need for infrastructure around 
uncleared margin which hasn’t previously 
existed, starting with the larger players in the 
market, in terms of the rollout, down to the 
smaller players. The question will be: what 
kind of build-out will be needed? What will 
the cost be? Will it be adding value to clients 
and help them to be more efficient with their 
collateral? 

“To be honest, those questions apply to all 
products. If it makes sense, then what should 
the right price point be for everybody?”

UMR is going to create the need for infrastructure 
around uncleared margin which hasn’t previously 
existed, starting with the larger players in the 
market, in terms of the rollout, down to the 
smaller players.”
Mark Aldoroty, BNY Mellon Pershing

http://www.hedgeweek.com
https://www.thetradenews.com/hedge-fund-performance-forces-prime-brokers-rethink-risk/
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In a post-MiFID II environment, 
pricing has become a lot more 
transparent than it has been at any 
stage and pricing has now become a 
very open and honest discussion.”
Alex South, Saxo Capital Markets

http://www.hedgeweek.com
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equities, that is mission one,” Sippel told the 
Financial Times. “Scale is critically important.”

“We like having a mix of business,” 
Pershing’s Aldoroty says. “Sometimes equities 
are hot, sometimes credit is hot and some-
times sub-sectors within those asset classes 
are hot. We consider this to be a long-term 
marriage and we want to make sure up-front 
what each partner is delivering. It’s important 
to understand whether the strategy makes 
sense from a return on capital perspective. 
We do well with managers who short specials, 
because of the depth of our securities inven-
tory, and size-wise we have clients that are 
running billions in AUM through to clients who 
run USD100 million in AUM.”

The suite of services offered by primes can 
vary in scale and depth of quality but those 
who can give managers more of a high-touch 
solution are faring well, especially in the mini 
prime space. 

At the vanguard of this is Cowen Prime 
Services, whose outsourced trading solution 
continues to be a key attractor among hedge 
funds of all sizes; not all of whom, necessarily, 
choose to avail of Cowen’s introducing broker 
model on day one. 

“In the past 18 months we’ve hired nine or 
10 outsourced traders,” confirms Jack Seibald, 
Managing Director, Global Co-Head of Prime 
Brokerage and Outsourced Trading at Cowen. 

Cowen’s outsourced trading desk is already 
connected to more than 100 executing brokers 
and more than twenty-five prime brokers and 
custodian banks on behalf of its clients. High 
quality reporting is a key aspect of the rela-
tionship. Mangers receive a suite of daily profit 
and loss, portfolio appraisal, activity and MTD 
and YTD commission reports. 

The view taken by Cowen when rolling out 
the Global Outsourced Trading Group was to 
bring all of the prime brokerage solutions it 
had developed at Cowen Prime Services to the 
table to benefit its outsourced trading clients. 

“We have also effectively put together a 
new capital introduction team over the past 18 
months,” adds Seibald. “We now have a sev-
en-person team and five of them were hired 
since the summer of 2018. The team in place 
is now very seasoned. Most of the new hires 
are people who have worked on the buyside 
in prior roles; family offices, endowments, 
consultancies, etc. They bring a different per-
spective and their reach into the allocator 

it has been at any stage and pricing has now 
become a very open and honest discussion. If 
you start off on the right foot having that con-
versation you’re setting the foundations for a 
good relationship.” 

Pershing prime brokerage business is a 
wholly owned subsidiary of BNY Mellon and 
one of the most well-established clearing firms 
on the Street, allowing it to finance hedge fund 
portfolios, covering shorts. This is an important 
revenue driver for Pershing.

“It is slightly different to other PBs on the 
Street as it is less of a capital markets firm 
and more a traditional clearing firm,” explains 
Aldoroty. “That said, because we clear for 
three distinct areas – prime brokerage, broker/
dealers and investment advisors – it creates 
a securities basket of USD1.7 trillion; not all 
of that is available to lend but it does create 
a robust securities lending product for those 
who want to short.”

Reflecting on 2019, he adds: “In some 
respects this year has been a tale of two 
cities. Some managers have de-risked, while 
we’ve seen other managers increase their lev-
erage, more so in Q4 than they did at the start 
of the year. Speaking to others on the Street, 
this is a fairly consistent theme.” 

Looking for ways to maximise returns on 
capital when hedge fund performance has 
been patchy over recent years takes discipline 
but it also requires a large dose of faith and 
optimism. One US bank that has motored to 
the top end of the PB charts is JP Morgan, 
lying just behind Goldman Sachs in terms of 
the size of its book, which last year totalled 
USD288 billion in AUM. As reported by The 
Trade News this September, JP Morgan has 
continued to grow in 2019 and extend its 
PB balances to beyond USD500 billion, with 
Troy Rohrbaugh, head of global markets for 
JP Morgan, pointing out that the bank would 
continue to focus on synthetics and the Asia-
Pacific market, “where client balances have 
increased by 36 per cent over four years”.

Speaking to the Financial Times recently, 
the bank’s head of global equities and prime 
services, Jason Sippel, said that even if market 
conditions for hedge funds worsened, the 
bank still wanted to grow in the space; under-
scoring its commitment to this unforgiving area 
of finance. 

“Our management team has given us 
marching orders to take market share in 

http://www.hedgeweek.com
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enquiries we are receiving from clients, and 
thinking about where we can match them 
with the business lines for which Cowen has 
proven expertise on the research side, the 
trading side, or both.” 

“We know where our strengths lie: sup-
porting start-up and emerging managers, and 
managers who are focused on FX strategies, 
or whose strategies require FX hedging. In 
that context, we are extremely relevant,” adds 
South.

He points out that China will be a key 
growth market for Saxo over the coming years, 
just as it was referenced earlier that JP Morgan 
views APAC, more broadly, in similar terms. 

“Being acquired by Zhejiang Geely Holding 
a couple of years ago gives us access to 
China that a lot of our competitors do not have. 
It’s going to be a significant area of focus for 
us, going forward, not only in terms of pro-
viding our clients with access to products in 
China (Stock Connect and Bond Connect), 
and equally to provide Chinese investors with 
access to global markets. We think this will 
ultimately be beneficial for Saxo’s hedge fund 
clients from a product perspective, a juris-
diction perspective and from an exchange 
perspective,” says South.

Back over at Pershing, it is leveraging its 
relationship with BNY Mellon to help introduce 
hedge fund clients to registered investment 
advisors, as they look to introduce their end 
investors to the virtues of hedge funds as part 
of a diversified portfolio. This ability to con-
nect to hedge funds to a potentially new set of 
investors – beyond the usual institutional inves-
tor community of family offices, endowments 
and pension funds – is proving to be a key 
part of Pershing’s long-term growth strategy.

“It’s really an education process on both 
sides, between RIAs and hedge funds, in 
terms of how they can add value to each other 
and how the investment vehicle can fit well 
into their client portfolios. 

“It’s a way of broadening the investment 
horizon for RIAs in the hedge fund space – 
beyond just looking at liquid alternatives for 
instance,” he says.

Each year, Pershing hosts an industry con-
ference called Insite, which brings together 
investment consultants, RIAs, as well as 
prime brokerage clients – be they hedge fund 
or liquid alternative fund managers. Over the 
last few years, Aldoroty says there has been 

space is deeper and stronger.” 
In order to remain competitive in this gladi-

atorial arena, Cowen’s Prime Services division 
is looking beyond traditional asset classes 
and provide financing to less obvious, more 
niche strategies, including Special Purpose 
Acquisition Company (SPAC) funds: SPACs 
are publicly-traded investment vehicles that 
raise funds via an IPO to complete a targeted 
acquisition within a limited time frame (18 to 
24 months).

“SPAC funds are one area of revenue for 
us,” states Seibald, “aside from the usual long/
short equity and fixed income fund strategies. 
Cowen is, from a market share perspective, 
among the largest actors in the marketplace 
trading SPACs. Anytime somebody is look-
ing to start a SPAC fund, we’re getting a call. 
We’re using our ability on the PB side to per-
haps provide financing to those managers, 
who might otherwise not get access to SPAC 
financing.

“Certain segments in the FX and Futures 
markets are also being explored based on the 

Anytime somebody is looking to start a SPAC fund, 
we’re getting a call. We’re using our ability on the 
PB side to perhaps provide financing to those 
managers, who might otherwise not get access to 
SPAC financing.”
Jack Seibald, Cowen Prime Services

http://www.hedgeweek.com
https://insite.bnymellon.com
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managers in front of the right investors, and 
we also use it to help investors. We produce 
a suite of investor reports, which we send out 
regularly, to give an investor a view into what 
hedge fund strategies are out there. We also 
use the data to create benchmarks and per-
formance on different hedge funds and feed 
that back to our clients to show how they are 
performing relative to their peers.”

These benchmarks include the SG CTA 
Index, which provides daily performance 
benchmark data on some of the industry’s 
leading CTAs. 

“Our hedge fund clients really value that 
information and the feedback we can offer 
in that process. By better understanding the 
competitive environment, managers can formu-
late their marketing and business development 
strategy. We combine that with knowledge on 
the investor side to create more meaningful 
introductions,” states Hill. 

He goes on to say that “you have to have 
both the personal relationships as well as to 
provide data-driven intelligence; bringing both 
together can be very effective. Our ability to 
support hedge funds at both ends of the size 
spectrum is well proven and it’s why we can 
add value.”

Technology will arguably continue to play 
a key role in the PB arms race to win market 
share, as hedge funds continue to squeeze 
as much juice out of their counterparty rela-
tionships as possible. Those with the most 
agile technology frameworks to support hedge 
funds as they adapt and evolve to changing 
market conditions, and the most elastic pricing 
models, will likely be in the strongest position. 

“Technology is a core component of Saxo’s 
DNA, as a whole, and indeed in terms of the 
PB offering to deliver cost efficiencies to our 
clients,” explains South. “The strength of our 
FX offering is really appealing to both emerg-
ing and established hedge funds. We have 
established relationships with larger PBs and 
can intermediate that to help them gain access 
to liquidity pools they couldn’t otherwise 
access. We also have a bond trading solution 
where we’ve established relationships with 
40 or so market makers, we take feeds from 
them, and create a dedicated order book for 
our clients to trade against.”

Technology not only applies to better under-
standing the needs of hedge fund managers 
but also how technology is changing the world 

an uptick in interest in the advisor and consult-
ant community sitting in on panel sessions on 
alternative funds. Although he adds that this is 
an ongoing process of engagement. 

“Where a hedge fund fits into an advisor’s 
client portfolio varies, case by case. But I can 
say the level of interest has gone up although 
finding access points is one of the things 
that people have found challenging; in cer-
tain cases, the investment minimum may be 
too large but the RIA may have other ways of 
accessing a hedge fund to meet the minimum 
subscription,” he says.

At Societe Generale Prime Services, the 
capital consulting team takes a data-driven 
approach to supporting its hedge fund clients, 
to augment what is a key part of the PB ser-
vice offering. 

“From our standpoint, we’ve always tried 
to be very data-driven in how we capture 
information and it is a key part of our cap-
ital introduction process,” explains Alex Hill, 
Director of Alternative Investments Consulting 
at Societe Generale Prime Services.

“We use that information both to help on 
the traditional cap intro side, helping to get 

By better understanding the competitive environment, 
managers can formulate their marketing and 
business development strategy. We combine that 
with knowledge on the investor side to create more 
meaningful introductions.”
Alex Hill, Societe Generale Prime Services

http://www.hedgeweek.com
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the have’s from the have not’s? Who are the 
ones thriving in this new environment and 
what have they been doing?” says Murphy. 

She says that differentiated insights “will 
always play a role in how providers can assist 
clients in managing their businesses and 
portfolios. In a world where you can Google 
anything yourself, thoughtful analysis and 
views are even more valued when delivered in 
a clear, succinct and thorough manner.”

Allocators are increasingly asking about 
hedge fund firms’ internal “R&D” efforts, work-
ing to understand research efforts to ensure 
that managers maintain an edge in today’s 
market. As the Jefferies report states:

We are witnessing funds devote resources 
to building out internal R&D projects that 
source, collect, and analyse big data with 
fast-growing sophistication. At the same time, 
managers are repurposing broker votes to best 
capture expenditures and measurement of the 
inputs they receive, and better align needs with 
counterparty core competencies.

Jefferies suggest that multiple factors are 
driving firms to revisit their own research 
processes and inputs from front-to-back, 
including:

we live in, and the way investors think about 
the markets. 

In that regard, developing appropriate 
high-impact research is a key metric for meas-
uring the efficacy of prime services to hedge 
funds, just as much as trade execution, trans-
parent pricing and so on.

Shannon Murphy is Managing Director, 
Jefferies Prime Services Strategic Content. 
Murphy runs the strategic content initiative at 
Jefferies, focusing on strategic and thematic 
research in equities; essentially anything 
that impacts the way its hedge fund clients 
do business but which doesn’t fall into the 
single stock FAANG world (Facebook, Apple, 
Amazon, Netflix, Google). This year, in addi-
tion to producing its State of Our Union report, 
the first of which was published in February 
2018, Jefferies produced its inaugural Millennial 
Survey. 

As millennials represent the next emerging 
generation of investors and fund managers, 
Murphy says they wanted to find out how they 
are changing the way in which they source, 
digest and value information. 

“As information has become ubiquitous, 
what is the next level of intelligence separating 

http://www.hedgeweek.com
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inspiration from social media platforms, pod-
casts, YouTube interviews and so on, Murphy 
responds: “We are constantly evolving our 
approach to connecting with clients. We have 
found success in delivering insights across 
diverse platforms – whether audio, visual or 
more traditional written mediums. Clients 
choose to access and digest information in all 
different manners at different times of the day, 
and we strive to meet those needs.

“Managers’ interest in differentiated delivery 
of their insights is growing considerably – with 
many actively exploring and piloting video and 
audio strategies to better connect with their 
current and prospective partners. 

“This year, we launched Invisible Forces, 
the first franchise wide narrative podcast, two 
new video series (“Quick Takes on Big Ideas” 
and “Views from Capital Intelligence”), and 
a dedicated website to better distribute and 
engage around this content. 

“Going forward, Jefferies will continue 
to broaden and deepen its commitment to 
partnering with clients to help them more 
effectively share their expertise and insights 
with the market.”

The quality of prime brokerage services 
will always be constantly evaluated by hedge 
funds. And as managers seek to minimise the 
number of counterparty relationships, knowing 
that their PBs understand their own particu-
lar idiosyncratic needs, and will be there in a 
mutually beneficial capacity, will become ever 
more important.

Pershing’s Aldoroty offers the following 
concluding remark: “We did a recent ad cam-
paign where the slogan was: Strength, Supply, 
Service. Strength meaning strong balance 
sheet, supply in terms of securities lending 
with the depth of our box, and service, mean-
ing the focus we put on servicing every client 
well. If a manager is looking for a well-rounded 
PB that can offer leverage, short coverage and 
a stable team, we think we can excel.” n

• Growth of data and anticipated acceleration 
of available data;

• Increasing cross-asset correlation;
• Shift in invisible forces impacting and creat-

ing new investment opportunities;
• Crossover and convergence of themes 

across sectors impacting business models, 
and;

• Revisiting alignment with (and core compe-
tencies of) counterparties.

To respond to this evolving research trend, 
Jefferies Prime Services is building on its core 
competencies and expanding its research 
group. 

“For example, we have a data science 
working group that works closely with our 
corporate access team. Corporate access has 
done a good job of serving as matchmaker 
between company management teams and 
our clients. The next iteration and version 
of that is not just management teams and 
experts but heads of data in different business 
verticals such as healthcare, energy compa-
nies: the aim being to broaden and deepen 
our offering.”

In terms of key themes for 2020 and 
beyond, Murphy cites three key areas: market 
structure, climate and carbon-related topics, 
and what generational/social shifts might 
mean for the global economy. 

This is one example of how PB firms are 
focusing their efforts to remain as relevant to 
hedge funds as possible. 

When asked if Jefferies is having to think 
differently as to how it produces and dis-
seminates its research to younger hedge 
fund managers, who increasingly seek 

Managers’ interest in differentiated delivery of their 
insights is growing considerably – with many 
actively exploring and piloting video and audio 
strategies to better connect with their current and 
prospective partners.”
Shannon Murphy, Jeffries Prime Services

http://www.hedgeweek.com
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Cowen has dramatically changed its 
presence in Europe and is aggres-
sively investing in all of its businesses 

while the likes of Deutsche Bank, Credit 
Suisse, and others continue to downsize 
their operations. In the Prime Brokerage and 
Outsourced Trading businesses, the firm is 
planning meaningful expansions for 2020 and 
beyond. In the former, this effort is aimed at 
filling the void being created by others, while 
in the latter the commitment is in response to 
a sharp increase in demand for such services.

Speaking to Hedgeweek, Jack Seibald, 
Managing Director, Global Co-Head of Prime 
Brokerage and Outsourced Trading at Cowen, 
confirms that in the wake of the Deutsche 
Bank announcement and the cutbacks at other 
large banks, “there are talented prime broker-
age, trading and capital introduction people 
now available in the market. 

“Though they may not have considered 
Cowen before, we now have the chance to 
attract them as we expand our platform. We’ve 
been actively interviewing in London recently. 
At the same time, many hedge funds are 
also finding themselves looking for alternate 
solutions.

“All I can say at this stage is that there is no 
diminishment whatsoever in Cowen’s growth 
aspirations; not just for its Prime Services busi-
ness, but all of its businesses.” 

Separate from the prime business, Cowen 
recently hired a number of senior exec-
utives from Deutsche Bank’s EMEA 
institutional sales trading team, includ-
ing former EMEA head, Matt Cyzer, 
who has been appointed CEO 
of Cowen Execution Services in 
London.

“Just as we have developed 
cross-referrals here in the US 
from the institutional sales trad-
ing business to the PB and OT 

businesses, we now have a similar capa-
bility in Europe with a highly regarded team 
touching a lot of institutional and hedge fund 
managers,” explains Seibald. 

He thinks that this could, potentially, make a 
huge difference for Cowen’s Prime Brokerage 
and Outsourced Trading businesses over the 
next few years, and will undoubtedly bolster 
Cowen’s brand among the institutional fund 
community in the UK and EU.

“Our pitch for business with hedge fund 
managers here in the US isn’t just about 
our Prime Services solution, but rather has 
included a broad Cowen pitch that extends to 
the firm’s research, corporate access events, 
capital markets activities, securities financing, 
global electronic execution, and cross asset 
capabilities. With the credibility of the firm’s 
newly established institutional presence in 
Europe, we expect that our London based 
business development team will similarly be 
able to deliver a broad Cowen firm pitch to a 
larger audience,” adds Seibald. 

As an introducing broker in the US, Cowen 
has multiple clearing and custody agreements 
in place with Goldman Sachs, Pershing (Bank 
of New York), and Merrill Lynch, alongside the 
firm’s self-clearing solution.

The strength of Cowen’s multi-clearing IB 
Model is that for smaller and emerging hedge 
funds, it offers an alternative way of getting 

a relationship in place with one of the 
bulge bracket names without 

having to deal with them 
directly as a standalone 
client. 

Reflecting on 2019, 
Seibald says that reve-
nues have been steady, 
but haven’t shot the 
lights out, partly attrib-
utable, in his view, to 
overall market trading 

Cowen continues to move 
up the food chain 

Interview with Jack Seibald
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operational support, full portfolio reconciliation 
and reporting, fully paid for securities lending, 
and capital introduction; a range of value-add 
services that can help to hook us into a man-
ager’s business. Chances are when they 
decide to use a second PB, we will at least 
be in the mix, and based on who our clearing 
relationships are with, hopefully win a piece of 
that business.” 

It’s all about planting the seed, according to 
Seibald: not to offer Prime Services necessar-
ily on day one, but two or three years down 
the line when a manager’s AUM has grown to 
a sufficient size and they have established a 
trusted relationship with Cowen’s outsourced 
trading team. 

As Cowen’s PB business gears up for 
another year of expansion in 2020 – not only 
in London, but also in its relatively new Hong 
Kong office – one of the key traits that stand it 
in good stead is discipline. This is not a firm 
that suffers from delusions of grandeur.

“We know we’re not a bulge bracket firm, 
and we have no desire to become one,” 
asserts Seibald. 

“We will focus our efforts and our resource 
allocation on the things we do well to add 
value to our clients. We don’t have the balance 
sheet to compete with the bulge bracket PB 
businesses, but if we can work as an effective 
partner, and if a hedge fund wishes to move 
USD100 million onto someone else’s balance 
sheet for counterparty diversification, then 
we would like to think we could be a viable 
option.”

With its sights set on Europe and Asia, 2020 
could be a game changer for Cowen. n

volumes remaining modest to fair at best. 
“Structurally, there are now some 3,500 

stocks trading compared to more than double 
that number a decade ago, and much more 
of the daily trading activity is being driven by 
passive strategies. Adding to the volume head-
winds is that today there are so many more 
stocks that trade at hundreds of dollars, unlike 
a decade ago,” says Seibald. 

Indeed, one only has to refer to the tech 
giants like Amazon, whose stock price is 
USD1,787, to appreciate this is causing trans-
action costs at US prime brokers to compress. 

“In the US, we don’t price transaction costs 
on the notional value of the transactions, but 
rather base it on the number of shares exe-
cuted, even though portfolios are managed 
notionally. This change in market structure, in 
terms of how many stocks trade at such high 
prices, reduces the number of shares being 
traded, which for PBs means a reduction in 
transaction revenues. The US and Canada are 
the only markets where transaction costs are 
not priced on the notional value. Intuitively, this 
doesn’t make sense and ought to be reconsid-
ered,” opines Seibald.

Nevertheless, thanks to a series of high-
value ancillary services, including Outsourced 
Trading, Cowen keeps moving up the food 
chain, in terms of hedge fund manager AUM 
and manager pedigree. 

“Outsourced Trading has been a key 
driver of revenues for us this year. It’s grown 
at an even greater pace than 2018,” con-
firms Seibald. He says that two things have 
happened:

“One is that we are identifying opportuni-
ties to work with managers much earlier in 
the process. As soon as someone spins out 
of an existing hedge fund, we know about it 
and we engage with them right away. In many 
instances, we don’t turn the PB dial at that 
stage because most new launches with any 
pedigree and amount of capital will aim to PB 
with a bulge bracket prime. We go the other 
way and turn the conversation by asking ques-
tions like, ‘What are you going to do for trading 
and for operational support?’ 

“Second, because of the way we offer 
Outsourced Trading, which comes with a lot 
of ancillary support services, we think it’s 
increasing our shot at winning a piece of a 
manager’s PB business further down the line. 

“Those services include complete 

Jack Seibald
Managing Director, Global Co-Head of Prime 
Brokerage and Outsourced Trading,  
Cowen Prime Services
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co-founder and managing member of Concept 
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management, and research dating back to 1983.
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of including alternative strategies in one’s 
asset allocation, how advisers can access 
alternative products and how managers can 
best connect with the advisory community.

The genesis of this event was to help 
bridge the gap between alternative manag-
ers and RIAs. This has been an important 
area of focus for Pershing as we have seen 
increased interest from our clients to learn 
more about this topic. Our hedge fund cli-
ents are interested in learning about how they 
can market their products to interested RIAs, 
which can be a challenging endeavour as the 
advisory community is very different than the 
institutional space. Our adviser clients are 
interested in learning more about best prac-
tices for sourcing managers and different ways 
to access these strategies. One of the main 
challenges for both managers and advisers 
has been the general lack of information and 

We understand that our hedge fund 
clients face challenges when 
marketing to the RIA community. 

Providing a look inside the mind of the adviser 
is just one of the ways the Prime Services 
team at BNY Mellon’s Pershing can help fund 
managers build strategies to help grow their 
businesses.

I recently had the pleasure of moderating 
a panel discussion at Pershing’s Alternative 
Investment Forum, which highlighted the 
potential benefits of alternative strategies. 
The event brought together registered invest-
ment advisers (RIAs) who were interested in 
learning more about alternative strategies and 
alternative investment managers who were 
looking to expand their presence with this 
investor base. The multi-panel event featured 
industry experts who shared their insights on 
several pertinent topics including the benefits 

Inside the mind of 
the adviser

Top 5 strategies to get your fund in front of an RIA.  
By Lisa Lewin, Business Development, Prime Services, BNY Mellon Pershing
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would be a good fit so make sure it relays 
your pedigree, investment philosophy, and any 
other important differentiating factors.

3. Be ready and willing to share information
RIAs who are interested in alternatives 
are also likely to be interested in the same 
research that hedge funds use to make invest-
ment decisions. Transparency can be a benefit 
– make sure the adviser has access to the 
investment team if needed.

4. Having the right partner is important
Hedge fund managers should consider part-
nering with a firm who already has penetration 
in the RIA space before they undergo a large 
– or expensive – undertaking to handle it 
internally.

5. Be creative with respect to fees and be able 
to demonstrate performance
Creativity around fee structures can be a dif-
ferentiator, especially if you are trying to raise 
capital. If a manager has incredible pedigree 
and an excellent track record, they can com-
mand high fees. In the absence of these 
factors, it can be more challenging. Separately, 
be able to show performance – both in good 
market conditions as well as more challenging 
market environments.

Closing thoughts
Our goal when working with clients and 
hosting events like these is consistent: 
we want our audience to walk away 
with valuable insights and tools they 
can use immediately to help tackle 
the challenges around their busi-
nesses. The Prime Services team is 
committed to education and access 
around alternatives. n

education around these topics. We at Pershing 
are hoping to fill that void through these types 
of events and similar thought leadership 
initiatives.

So what does it take to get your alternative 
investment fund noticed by RIAs, family offices 
and other professionals in the wealth man-
agement space? Below are a few strategies 
provided by the experts on our panel, which 
included alternative investment profession-
als who work closely with RIAs to help them 
incorporate alternative products into their offer-
ing, as well as a partner at a large, multi-family 
office that allocates to alternative managers.

1. Clarity is key
Managers need to be able to clearly articulate 
their strategy and how it fits into an overall 
asset allocation. Not only does the adviser 
have to understand it, but they need to under-
stand it well enough to explain it to their clients 
and in some situations, their firm’s investment 
committee. We have seen advisers pass on 
strategies because they cannot explain it to 
their clients or internal partners.

2. Differentiate yourself by telling your story
More and more advisers are doing their own 
research on asset managers, and we have 
seen managers gain traction based on their 
websites. Your website could be the first place 
an adviser begins to research if your fund 

Lisa Lewin
Vice President, BNY Mellon Pershing
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www.pershing.com

www.cowen.com

Cowen Outsourced Trading provides investment managers with a first-rate, cost efficient solution 
for their trading needs. Our offering is full service, multi-asset class, global, and is differentiated 
by its transparency and level of operational support. Cowen Inc. (“Cowen” or the “Company”) is a 
diversified financial services firm that operates through two business segments: a broker dealer 
and an investment management division. The Company’s broker dealer division offers investment 
banking services, equity and credit research, sales and trading, prime brokerage, global clearing 
and commission management services. Cowen’s investment management segment offers 
actively managed alternative investment products. Cowen Inc. focuses on delivering value-
added capabilities to our clients in order to help them outperform. Founded in 1918, the firm is 
headquartered in New York and has offices worldwide.

Contact: Jack Seibald | jack.seibald@cowen.com | +1 516 746 5718

BNY Mellon’s Pershing and its affiliates provide a comprehensive network of global financial 
business solutions to advisors, broker-dealers, family offices, hedge fund and ’40 Act fund 
managers, registered investment advisor firms and wealth managers. Many of the world’s most 
sophisticated and successful financial services firms rely on Pershing for clearing and custody; 
investment, wealth and retirement solutions; technology and enterprise data management; trading 
services; prime brokerage and business consulting.

Pershing helps clients improve profitability and drive growth, create capacity and efficiency, attract 
and retain talent, and manage risk and regulation. With a network of offices worldwide, Pershing 
provides business-to-business solutions to clients representing approximately 7 million investor 
accounts globally. Pershing LLC (member FINRA, NYSE, SIPC) is a BNY Mellon company.

Contact: Mark Aldoroty | mark.aldoroty@pershing.com | +1 201 413 4445
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