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		Abstract

		A common complaint suggests that compliance with financial regulation brings increasing returns to scale and predominantly affects smaller firms. Many studies have shown that an inverse relationship exists between the size of regulated firms and the per-unit cost of compliance. Anecdotal evidence suggests that Title IV of the Dodd-Frank Act, mandating hedge fund adviser registration and increased disclosures, affects mostly smaller hedge fund advisers. To estimate the effect of Title IV on smaller hedge fund advisers, this study evaluates survey data collected after the registration effective date for hedge fund advisers under Title IV.   

The author finds no evidence of an inverse relationship between the size of regulated hedge fund advisers and the per-unit cost of compliance. The cost of Title IV compliance and other independent variables as proxies for cost are associated with the size of hedge fund advisers as measured by assets under management (AUM). These findings are inconsistent with the hypothesis that the cost of financial regulation predominantly affects smaller firms. To explain these findings, the author evaluates hedge fundsâ€™ use of single versus multiple investment strategies and the associated Title IV compliance costs. 
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