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To live and dream hedge funds
Arpad 'Arki' Busson is known for picking
talented managers early. In the latest in a
series on London's financial centr he talks
to Stephen Schurr about risk, trust and passion

1
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r one individual can
serve as the embodi-
ment of the hedge fund
industry — its entrepre-

neurial spirit, its youthful
energy after decades of
growth und its pursuit of the
next great manager — it is
Arpad "Arki" Busson.

Mr Busson, a 43-year-old
Frenehman who founded
und 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 in people —
shrewd early investments in

upstart managers who would
become hedge fund titans.

"The manager iooks for
that great individual event,"
Mr Busson says in ä rare
interview. "1 am always
looking for that incredible
talent — that's what 1 live
for, it's what excites me
about this business."

Mr Busson attracts public.
ity in the wörld at large for
his relationship with Eile
Macpherson, the Australian
supermodel. But in the
hedge fund world, bis claim
to fame is having raised cap-
ital for Paui Tudor Jones in
Tudor Investments ahead of
bis stunning 201 per cent
return in 1987 und for Louis
Bacon's extraordinariiy suc-
cessful Moore Capital a few
years later, His ability to
find great talents early has
eievated hirn and EIM from a
conduit between weaithy
Europeans and hot manag-
ers to a glöbal. manager of
tailor-rnade fund of hedge
fuhds with $Sbn in assets.

Meanwhile, 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-
tutionalisation of hedge
funds, he says the industry
retains its vitality.

"In the past six to inne
months, there has been a
streani of incredlible talent
coming through that is very

encouraging," Mr Busson
says. "1 haven't seen lt this
strong in London since five
or six years ago."

Speaking from bis office in
urzon Street in London's
West End, where hedge
funds have gravitated, Mr
Busson also notes that the
City is experiencing a finan-
cia! 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 und literary commu-
nity. London feels like the
centre öf gravity."

While he is bearish about
the outlook of some equity
markets, he believes 2006
and beyond is full of "situa-
tions that cannot remain in
equilibriurn" - hiflation, the
price of oil, global trade

'There is an energy

here like New York in

the 1990s with its
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managers and talent.

London feels like the

centre of gravity'

imbalances and the dollar
against other currencies, to
name a few. For träditional
fund managers, this 18 a
minefield. For the böst hedge
fund managers, lt 18 a gold
mine. "The dislocation of
major trends is wonderful.
for global macro funds,
wkere volatility 18 the
friend," Mr Busson says.

lt also looks good for EIM,
whjclx invests in 180 manag-
ers, many of whom have
closed their funds to new
Investments. lt couldbe said
that EIM has been in a bull
market since its existence,
as the firm has never had a
down year. Its moderate-risk
prtfolio has rethrned 11.82
pez cent on an average
apnS basis since 1996 with
bw volatility, according to
materials obtained from EIM
investors.

The firm, which has 160
employees, has •offices
around the globe, ineluding
Switzerland, London, New
York and Tokyo. In May,
EIM will open in Singapore.
Mr Busson sees Asia as the

11986-1990 — After investing
money himself without
success, Arpad Busson
helps raise capital for
other hedge funds,
including Paul Tudor Jones
and Louis Bacon.

11992 — Busson establishes
EIM in Switzerland, In 1995,
EIM bndon and New York

open, and its assets shift

site of the industry's next
gold rush, from Indla's emer-
gence to Japan's revival as
weil as arbitrage opportuni-
ties thanks to currency fluc-
tuations and other markets
ripe to expboit.

"On our list of appröved
funds, we are currently 60
per cent US managers and 40
per cent Europe and Asla,"
he says. "1 wouldn't be sur-
prlsed in flve years to
fmd us one-third America,
one-third Europe and one-
thlrd 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 managers bug after
the initial investment. "Man-
agers like to have us as
investors, which is impor-
taut in today's competitive
markef because capital is
not really the problem — lt's
fmding the right investors."

He laughs off the notion
that he has "discovered"

from predominately
individuals to institutions.

• 2000-02 — Thanks to

strong manager setection,
EIM post three years of
positive returns,

• 2006 — EIM, managing
$8bn, continues its
expansion into Asia
with a Singapore office.

great managers but does say
• being an early mover is cru-
cial. "1 like to be early with
managers, Im n9t afraid of
lt — on the conträry, the best
returns these toanagers can
offer are in the early years,"
he says. l'm not afraid to
invest from day ona'

According to people famil-
iar with Mr Bnsson's style,
he has been known to write
managers he likes a cheque
immedlately following an
interview to manage ins per-
sonal money. In the old
days, the personal touch was
enough to secure the deak
Now, though, Ell\4 foliows up
wlth a rigorous internal pro-
cess to determisi whether
the manager passs muter -
though lt offen confirms Mr
Busson's gut instlnct.

How does he pick great
managers? The first element,
he says, is trust: trust in the
integrity of the rlsk manage-
ment system, trust in the
investment process und trust
that the manager will do tue
right thing for investors. But
there are other intangibles:
'Thls lncredibie will of
somebody who ilves, dreams,
eats these markets on a 24-
hour basis — lt's not often 1
see this.kind of passion, but
lt's extremely exciting."

Regarding bis role in the
indnstry, Mr Busson, who is
chairman of the charlty
ABK, or Absolute Return for
Kids, would be happy to be
seen as "one of the many
players that contributed to
glving hedge funds the valid-
Ity they are now given as an
integral part of global asset
albocatlon". He notes thät
when ha started hedge
unds were a very young
fndustry perceived as "a
group of cowboys".

Mr Busson laments some
of the changes that institu-

tlonalisatlon has wrought.
He frets that the industry is
not talting as much risk as lt
is paid to do.

"Now that SerYln9lvid-
uM manager is frackäd on a
monthly basis, there i a fear
that taking too much risk
puts the franchise at rlsk.
Whibe that's good for the
fund, lt's bad because lt
constrains the pure talent,"
he says.

Nonethebess, lt 15 clear
that hedge funds still hold
great allure for lt Busson.
Having bulit EIM, . helped
give birth tu an lndustry und
amassed a personal fortune,
4oes tue think about retlring?
ls answer reveals as much
about bis still-growing
iudustry as lt does about
hiniseif: "I'm too young to
stop."
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Tiner, head of London's
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