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go beyond notional funding. While notional funding has been the subject of discussion and
regulatory development over the past 11 years, the other issues raised by the Concept Release
have not been examined or discussed by the industry internally or yet with its primary regulator.
Consequently, the Committee urges that the notional funding issues, which are the subject of
proposed National Futures Association Compliance Rule 2-34 and the related Interpretative
Notice, be acted upon independently of the other issues raised by the Concept Release.

With respect to the remainder of the Concept Release, the Committee makes the following
observation . The Committee appreciates the importance of performance disclosure by
commodity trading advisors (“CTAs”) and commodity pool operators (“CPOs”) particularly for
the purpose of enabling potential investors to evaluate and compare alternative sources of
investment advice in the managed futures area, but also to compare a managed futures investment
with other available investments. Performance information is also essential in evaluating existing
investments. Two concerns arise from this observation.

First, the presentation of performance information by CTAs and CPOs should be assessed
in comparison to performance reporting standards for other types of investment managers. This is
particularly true when revisions to current performance presentation methods are being
considered. As distinctions between instruments and managers’ trading strategies become
increasingly blurred, it is important that investors have the opportunity to assess performance not
only within the managed futures area, but also with other investment managers. The Committee
believes that any modifications to existing perf;)nnance disclosure requirements should be adopted

only to the extent that they further this objective. Developing more detailed performance
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reporting requirements for managed futures could have the effect of making inter-industry
comparisons more difficult. The Committee believes that the portion of the Concept Release
dealing with new proposals for performance reporting should be carefully assessed for
correspondence with reporting requirements for other industries. Significant differences should
generally be avoided; they should be implemented only when there are compelling grounds for
adoption.

The second concern involves the frequency of modifications of performance reporting.
Extensive modifications in presenting performance information became effective three years ago
(July 25, 1995, 60 F R. 38145, effective August 24, 1995} after a lengthy rule-making process
that involved extensive discussions about the most appropriate ways for presenting performance
information. These discussions resulted in significant modifications of the ways in which
performance information is disclosed to investors, including the adoption of a capsule format and
presentation of drawdown data. The Committee does not know of any negative experiences with
this new disclosure regime and believes that it may be too soon to assess the adequacy of this
regime. Consequently, the Committee does not believe that there is a need at this time to
introduce possible discontinuities in performance presentation. In any event, if changes are
deemed necessary, they should be introduced only on a prospective basis.

Thus, the Committee believes that further discussions within the industry and with staff at
the Commission would be useful and should be undertaken before implementation of any broader

revisions of performance disclosure requirements.
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The Association appreciates this opportunity to comment on the Concept Release and

stands ready to assist the Commission and its staff if further clarification is required on any of the

points raised by this letter.

Smeerely yours,
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