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To live and dream hedge funds

Arpad Arki’ Busson is known for plcklng
talented managers early. In the latest in a
series on London’s financial centre, he talks
to Stephen Schurr about risk; trust and passion

THE NEW CITY

f one individual can
serve ‘as the embodi-
ment of the hedge fund
industry - its entrepre-
neurial spirit, ‘its. youthful

energy after decades of

growth and its pursuit of the

next ‘great manager — it is

Arpad “Arki” Busson.

"Mr Busson, a 43-year-old
Frenchman who founded
and chairs ‘the EIM‘Group,
has made calls that are-leg-
endary in -the hedge fund
world. ‘Those bets have not
been in stocks or currencies,
but rather
shrewd early investments in

in people:: =

upstart managers who would;

become hedge fundtitans. -

“The  manager looks. for:

that great individual event ”

‘Mr ‘Busson -says in-a raré

interview. “I'am always

looking for that ineredible’
talent - that’s" what"I live:
for, it’s” what ex01tes me*

about this business.”

‘Mr Busson attracts pubhc :

1ty in the world-at large for

‘his ‘relationship  with Elle

Macpherson,: the Austrahan
supermodel. .But -in- thé
hedge fund world, his claim

to fame is having raised 'cap~,-

ital for Paul Tudor Jones.in
Tudor: Investments ~ahead of
his stunmng 201 per-cent
return -in 1987 and for Louis

Bacon’s extraordmanly suc-*
-cessful Moore ‘Capital a few

ars. later; His ablhty to

condult between wealthy

' Meanwhlle the . industry

has evolved from a small fra-
ternity happy to keep its‘
“very good thing a_secret to.a

-$1,500bn - industry: that ‘man-
ages the assets of the world’s
wealthy, universities and
pensions. Although Mr Bus-
son- has witnessed the insti-
tutlonallsatlon of hedge
funds, he says the mdustry
Tetains its vitality. o

+“In the past six to nine
months ‘there ‘has been a
stream fof incredible talent
coniing  through that is very

elevated h1m 4nd EIM from: a:

encouraging,” Mr Busson
says. “I haven’t ‘seen it this
strong in" London .since  five
or six years ago.” "

- Speaking from his office in
Curzon' Street.in London’s
West ‘End, -where hedge
funds- have-gravitated, Mr
Busson .also_notes . that' the
Cityis; expenencmg a finan-
cial .and cultural: renais-
sance: “There: is._an energy
here that - one .felt ‘in ‘New:

-York in ‘the 1990s - ‘the man-

agers, the ‘talent, even the
artistic. and literary commu-
nity. London feels” l]ke the
centre of gravity.” >

While he:is bearlsh about

the outlook “of -Some: equity

markets, hé believes 2006
and beyond is full of “situa-
tions that-cannot remain in
ethbnum ~-inflation, the
prlce of oil, global trade

k‘\Th{eretisﬂa,n energy
here like New York in
the 1990s with its-
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managers and talent.
London feels llke the
centre of grawty |

81

lmbalances and the dollar,f

against other currencles 1o
name a few. For tradltlonal

fund ‘managers, this is a.

minefield. For the best hedge

fund managers, it is;a-gold’
“The dislocation: of
major trends is: ‘wonderful:
for global macro funds,;

mine.

‘where . volatlllty “the
fries d " Mr.Busson says

ers; :many.: of L
closed “their - funds to new
investments. It could ‘be’ said
that EIM: has  been in-a bull
market ‘slnce its ,ex1stence,
as-‘the firm has never-had a
down year. Its‘'moderate-risk
porl:follo has retfirned 1182
per: cent on.an. average
: “basis since:1996 with
low yolatility, a,ccordmg to
materials: obtamed from EIM
investors. S

The " firm, whlch ‘has 160
employees _has .. ‘offices

‘around ‘the globe mcludmg
L .

-Sw1tzer1and 2
York: and Tokyo In May,
EIM ‘will ‘open in Singapore;
Mr Busson:sees' Asia as the

1t also looks geod for EIM; i
which invests'in 180 manag-s

site of. the mdustrys next.

gold rush, from India’s: ‘emer-
gence to Japan s ‘revival.as
well as arbitrage opportum
ties thanks to currency fluc:

tuations and: other marketsr

ripe to exploit;:

“On “our list. of approved
funds, ‘we are currently 60
‘per:cent US managers and 40
percent ‘Europe and Asia,”
he-says. -“I'wouldn’t. be"sur-
prised
find - us- one-third America;
one:-third" Europe and  onhe-
third ‘Asia.”

Mr.Busson: sees a few key
factors behind. EIM’s “suc-
cess: First is its reputation
as a good:investor that moni-
tors its: mahagers long-after

the initial investment. “Man-‘

agerslike to have: us ‘as
investors, which is impor-
today’s competltlve
market because’ cap1tal is
not ‘really:the problem - it’s

finding the right.investors.”
He laughs-off the notion:

that he ‘has “discovered”

ISTORY OF A HEDGE FUND HEAVYWEIGHT

Il986—l990 After |nvest|ng
money himself ‘without
:-success, Arpad Busson
helps raise-capital ‘for
other  hedge funds, -
including Paul Tudor Jones
and Louis -Bacon. " -

1992 - Busson establishes -
EIM in’Switzerland. In 1995,
EIM. London and. New York
open;. and: its assets. shift .-

from predommately
mdeuals to mstltutlons

n 2000 02 .= Thanks to

strong manager.selection, :
EIM: posts three: years of
positive returns. o

#2006 = EIM, managmg' ‘”

*1$8bn, continues its

- expansion into Asia
< with & S|ngapore ofﬁce ‘

in five years to.

"great managers but does say
“being .an early mover is cru-

¢ial. “I like to be early with
managers, :I'm. n9t afraid - of

it = on the'contrary, the best:
-returns these managers can
'offer are in the early years,”

he-says..-“'m not afrald to
invest from day. one :
According to people fam]l

iar with Mr Busson's style,.
-he-has been known to write

‘managers he likes a cheque

‘immediately :following - -an

interview to manage his per-
sonal money. In .the -old

-days, the personal touch was

enough  to: secure’ the ‘deal.
Now, though, ‘EIM follows up
with a rigorous lntemal pro-
cess - to determire - whether
the manager Passgs muster -+

though it often, confnm Mr:

Busson’s gut mstmct

How does ‘he pick™great

managers? The first element,

‘he says, is trust: trust in-the

integrity of the risk manage-
ment ‘system, trust in the
investment process and trust
that the manager will do the

“right-thing for investors. But

there are other intangibles:
#This' incredible will of
somebody who lives, dreams,
eats. these markets on a 24-
hour: basis — it’s not often I
see-this kind of passion, but
it’s extremely exciting.”

- Regarding his role in the:

industry, Mr Busson, who is
chairman ‘of 'the: charity
ARK, or Absolute Return for
Kids, Would be: happy . to be
seen as “one of the’ many
plaYers -that  contributed to

giving hedge funds the valid-:

ity they are: now given'as an

‘integral part of global: asset

allocation”. : He ‘notes that
when' 'he started, ‘hedge
funds were a’' very ‘young

‘industry perceived: ‘as.“a
“group of cowboys”.

‘Mr. Busson  laments some
of the'changes that institu-

tionalisation ‘has -wrought.
He frets-that the industry is
xot taking as much risk as it

“Now -that “every ghv1d
ual manager is trackéd on a
monthly basis, there i a fear
that. takmg too much _risk
puts the franchise at risk.
While. that’s" good :for: the
fund, it’s- bad" because it
constralns the pure: talent ”

_1s paid to do.

-is. clear
that hedge funds still hold
great allure ‘fof Mr ‘Busson.
Having : built:*EIM, - helped

'give birth to an industry and

“amassed -a"personal  fortune;
does he think about retiring?

is answer reveals as. much
about “his " still-growing
industry as ‘it “does about
himself: “Im too . young ‘to
‘stop.”
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One step ahead: Busson says ‘the best returns managers can offer are in the early years. I'm not afraid to invest from day one’  David Parry



