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Abstract

This article assesses the ‘old’ and ‘new’ political economy of hedge fund regulation in

the EU, explaining why the EU has decided to regulate hedge fund managers in the

aftermath of the global financial crisis. A Franco-German alliance, with the support of

Italy, other Mediterranean countries and some quarters of the European Parliament, has

driven the EU's attempt to regulate hedge funds. The new EU rules are explained by

institutionally-shaped economic interests rooted in national varieties of financial

capitalism – the ‘old’ political economy of hedge fund regulation. However, ‘ideas’, in

the form of competing regulatory paradigms, are instrumental in explaining why one

coalition of actors has prevailed over the other in EU rule-making – the ‘new’ political

economy of hedge fund regulation.
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Notes

1. In examining the AIFM draft directive, the focus will be on its implications for hedge

funds and fund managers, not for managers of private equities funds and real estate

funds, which are also covered by the directive.

2. The literature on varieties of capitalism in Europe is extensive; for a comprehensive

analysis, see Schmidt (2002), Hall and Soskice (2001), and Hancké et al. (2007).

3. I wish to thank one of the anonymous reviewers for pointing this out to me.

4. Previously, in July 2005, the then-Chancellor of Germany, Gerhard Schröder (Social

Democrat) had pressed for tighter controls on hedge funds at the G7 Summit in Britain,

where it was blocked – as Schröder himself revealed in ‘Wall Street and London’ (The

Independent, 16 June 2005).

5. http://www.diplo.de/diplo/en/WillkommeninD/D-Informationen/Nachrichten/090224-

1.html (accessed May 2009).

6. For example, the French MEP Jean-Paul Gauzes, who was the rapporteur for the AIFM

directive, inserted an amendment that required depositories to be in the same country
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as the AIF – which is the French stance in Council and also happens to be the business

model of the French industry – e.g., onshore depositories.

7. This expression was used very frequently in the policy documents produced by the

British Treasury, the FSA and the Bank of England.

8. I wish to thank one of the anonymous reviewers for pointing this out.
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