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   Markets Media quotes 10/10


Prop Traders Desert Wall Street for Funds as Volcker Looms

Markets Media Quotes Commodity Talent LLC Managing Director George H. Stein, CFA, October, 2010 
(Excerpts. For short article, Google “Prop Trading Talent Reshuffles” – Cached. For full-length article, contact www.MarketsMediaOnline.com.) 

“Prop traders of all stripes – equities, fixed income, commodities -- are deserting Wall Street,” said George Stein, managing director at executive recruiter Commodity Talent LLC. 


“My Wall Street clients report it is almost impossible to retain prop talent, faced with the Volcker Rule coming in. Hedge fund clients say there is almost desperation among prop traders seeking refuge from Wall Street.”
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George Stein


“The advantages of Wall Street, including the prestige and the compensation, no longer seem so attractive when faced with political exposure,” Commodity Talent’s Stein told Markets Media.


Prop traders’ compensation at banks generally has been at a discount compared with hedge funds, or 8 to 12 percent of trading profit at banks versus 15 to 20 percent at hedge funds. “But that was balanced by the greater security that came with working at a major firm on Wall Street,” Stein said. “That security has evaporated and the grass is looking a lot greener ‘over the hedge’.”


 “Although certain provisions of the Volcker rule won’t come into effect for several years, the overall thrust of the law is against the concept of prop trading backed up by government support, whether that be in the form of actual bailout money or deposit insurance,” Stein explained. 


“The political exposure to attacks that the banks are gambling with taxpayer money is what is leading some large investment banks to shed prop trading units. Within the units, traders know they are facing headwinds that are likely to get stronger—and they are seeking safe harbor in funds less subject to regulation and political scrutiny.”


For prop traders who remain at big banks, “it’s an open question whether there will be enough seats and deployable capital at hedge funds to absorb the exodus from investment banks.” Stein said. 


“Prop traders are seeking harbor wherever they can find it” including low-tax locations Switzerland, Singapore, and Dubai, said Stein of Commodity Talent.


[image: image3]

[image: image2.png][image: image3][image: image4.png]COMMODITY TALEN TucAA



[image: image5]