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Special Note Regarding Forward-Looking Statements
We have included or incorporated by reference into our Annual Report on Form 10-K (the "Annual Report"), and
from time to time may make in our public filings, press releases or other public documents, certain statements,
including (without limitation) those under Item 1—"Business," Item 1A—"Risk Factors," Item 3—"Legal Proceedings,"
Item 7—"Management's Discussion and Analysis of Financial Condition and Results of Operations" and
Item 7A—"Quantitative and Qualitative Disclosures about Market Risk" that may constitute "forward-looking
statements" within the meaning of the safe harbor provisions of the Private Securities Litigation Reform Act of 1995.
In some cases, you can identify these statements by forward-looking terms such as "may," "might," "will," "would,"
"could," "should," "expect," "plan," "anticipate," "believe," "estimate," "predict," "project," "possible," "potential,"
"intend," "seek" or "continue," the negative of these terms and other comparable terminology or similar expressions.
In addition, our management may make forward-looking statements to analysts, representatives of the media and
others. These forward-looking statements represent only the Company's beliefs regarding future events (many of
which, by their nature, are inherently uncertain and beyond our control) and are predictions only, based on our current
expectations and projections about future events. There are important factors that could cause our actual results, level
of activity, performance or achievements to differ materially from those expressed or implied by the forward-looking
statements. In particular, you should consider the risks outlined under Item 1A—"Risk Factors" in this Annual Report.
Although we believe the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee
future results, level of activity, performance or achievements. Moreover, neither we nor any other person assumes
responsibility for the accuracy or completeness of any of these forward-looking statements. You should not rely upon
forward-looking statements as predictions of future events. We undertake no obligation to update any of these
forward-looking statements after the date of this filing to conform our prior statements to actual results or revised
expectations.

iii
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PART I
When we use the terms "we," "us," "Cowen Group" and the "Company," we mean Cowen Group, Inc., a Delaware
corporation, its consolidated subsidiaries and entities in which it has a controlling financial interest, taken as a whole,
as well as any predecessor entities, unless the context otherwise indicates.
Item 1.    Business
Overview
Cowen Group, Inc., a Delaware corporation formed in 2009, is a diversified financial services firm and, together with
its consolidated subsidiaries (collectively, "Cowen", "Cowen Group" or the "Company"), provides alternative
investment management, investment banking, research, and sales and trading services through its two business
segments: Ramius LLC and its affiliates (“Ramius”) comprise the Company's alternative investment segment, while
Cowen and Company, LLC ("Cowen and Company") and its affiliates comprise the Company's broker-dealer
segment. For a discussion of certain financial information broken down by segment, please see the notes to the
Company's consolidated financial statements.
Ramius is an alternative investment platform offering innovative products and solutions across the liquidity spectrum
to institutional and private clients. The predecessor to this business was founded in 1994 and, through one of its
subsidiaries, has been a registered investment adviser under the Investment Advisers Act of 1940 since 1997. Ramius
offers investors access to strategies to meet their specific needs including small-cap activism, healthcare royalties,
customized solutions, event driven equity, real estate, long/short credit and managed futures. Ramius focuses on
attracting and retaining talented in-house and affiliated investment teams and providing them with institutional
infrastructure, robust sales and marketing and industry knowledge. A significant portion of the Company’s capital is
invested alongside Ramius’s alternative investment clients. Our alternative investment business had approximately
$9.4 billion of assets under management as of January 1, 2014.
Our broker-dealer businesses include research, brokerage and investment banking services to companies and
institutional investor clients primarily in our target sectors ("Target Sectors"): healthcare, technology, media and
telecommunications, consumer, aerospace and defense, industrials, real estate investment trusts ("REITs"), clean
technology, energy, metals and mining, transportation, chemicals and agriculture. We provide research and brokerage
services to over 1,000 domestic and international clients seeking to trade securities, principally in our target sectors.
Historically, we have focused our investment banking efforts on small to mid-capitalization public companies as well
as private companies.
Principal Business Lines
Alternative Investment Products and Services
Hedge Fund Strategies
The Company's hedge funds are focused on addressing the needs of institutional investors and high net worth
individuals to preserve and grow allocated capital. The Company and its affiliates offer a number of single-strategy
hedge funds, including strategies focused on merger arbitrage, global long/short credit and small-cap activism. The
Company also serves as investment advisor to Ramius Event Driven Equity Fund, a mutual fund that offers U.S.
investors exposure to a broad spectrum of transformative corporate events with a core focus on shareholder activism.
The Company and its affiliates also manage certain multi-strategy hedge funds that are currently in wind-down. The
majority of assets remaining in these funds include private investments in public companies, investments in private
companies, real estate investments and special situations.
Alternative Solutions
         The Company's alternative solutions business offers a range of customized hedge fund investment and advisory
solutions, including customized and commingled fund of funds, hedge fund replication, liquid alternative risk premia
products, customized solutions and mutual funds to a global institutional client base.  The Company's alternative
solutions business also develops and manages customized investment portfolios, which may include a combination of
direct hedge fund investments, liquid alternative risk premia products and hedging overlays. The Company's
alternative solutions business has also launched two mutual funds, Ramius Dynamic Replication Fund and Ramius
Strategic Volatility Fund, which offer U.S. retail investors access to liquid alternative investment strategies.
Ramius Trading Strategies     
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The Company’s managed futures fund business offers investors access to returns uncorrelated with the public equity
and debt markets while maintaining a strong liquidity profile. In order to achieve this objective, the Company’s
managed futures fund business identifies, and allocates capital to various third party commodity trading advisors that
pursue a managed futures strategy in a managed account format. The Company’s managed futures fund business serves
as investment adviser to various commodity pools including Ramius Trading Strategies Managed Futures Fund, a
mutual fund that offers U.S. investors access
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to a multi-manager strategy that seeks to capture returns tied to a combination of global macroeconomic trends in the
commodity futures and financial futures markets and interest income and capital appreciation.
Real Estate
The Company's real estate business focuses on generating attractive, risk adjusted returns by using our owner/manager
approach to underwriting, structuring, financing and redevelopment of all real estate property types since 1999. This
approach emphasizes a focus on real estate fundamentals and potential market inefficiencies. The RCG Longview
platform provides senior bridge loans, subordinated mortgages, mezzanine loans, and preferred equity through its debt
fund series, and makes equity investments through its equity fund. As of December 31, 2013, the members of the
general partners of the RCG Longview platform and its affiliates, independent of the RCG Longview funds,
collectively owned interests in and/or manage over 21,000 apartments and approximately 20 million square feet of
commercial space for their own accounts. As of December 31, 2013, the Ramius Urban American funds owned
interests in and managed approximately 9,000 multi family housing units in the New York metropolitan area. The
Company's ownership interests in the various general partners of the RCG Longview funds and Ramius Urban
American Funds range from 20% to 55%.
HealthCare Royalty Partners ("HRP") (formerly Cowen HealthCare Royalty Partners)
The Company’s healthcare royalties business invests principally in commercial-stage biopharmaceutical products and
companies through the purchase of royalty or synthetic royalty interests and structured debt and equity instruments
(through the funds managed by HRP (the "HRP Funds")). The HRP Funds seek these royalty interests in end-user
sales of commercial-stage or near commercial-stage medical products such as pharmaceuticals, biotechnology
products and medical devices. We share the net management fees from the HRP Funds equally with the founders of
the HRP Funds. In addition, we have interests in the general partners of the HRP Funds ranging from 25% to 40.2%.
Broker-Dealer Business
Investment Banking
Our investment banking professionals are focused on providing strategic advisory and capital raising services to U.S.
and international public and private companies in the Company's Target Sectors. By focusing on Cowen and
Company's target sectors over a long period of time, we have developed a significant understanding of the unique
challenges and demands with respect to public and private capital raising and strategic advice in these sectors. Our
advisory and capital raising capabilities begin at the early stages of a private company's accelerated growth phase and
continue through its evolution as a public company. Our advisory business focuses on mergers and acquisitions,
including providing fairness opinions and providing advice on other strategic transactions. Our capital markets
capabilities include equity, including private investments in public equity and registered direct offerings, credit and
fixed income, including public and private debt placements, exchange offers, consent solicitations and tender offers,
as well as origination and distribution capabilities for convertible securities. We have a unified capital markets group
which we believe allows us to be effective in providing cohesive solutions for our clients. Historically, a significant
majority of Cowen and Company's investment banking revenue has been earned from high-growth small and
mid-capitalization companies.
Brokerage
Our team of brokerage professionals serves institutional investor clients in the United States and internationally.
Cowen and Company trades common stocks, listed options and equity-linked securities on behalf of its clients. We
also provide our clients with an electronic execution suite. As a result of our acquisition of ATM USA, LLC ("ATM
USA") and Algorithmic Trading Management, LLC ("ATM LLC"), we provide global, multi-asset class algorithmic
execution trading models to both buy side and sell side clients as well as offering execution capabilities relating to
these trading models through ATM Execution LLC (formerly Cowen Capital LLC). In addition, we now engage in the
securities lending business through Cowen Equity Finance. We have relationships with over 1,000 institutional
investor clients. Our brokerage team is comprised of experienced professionals dedicated to Cowen and Company's
target sectors, which allows us to develop a level of knowledge and focus that we believe differentiates our brokerage
capabilities from those of many of our competitors. We tailor our account coverage to the unique needs of our clients.
We believe that our sector traders are able to provide superior execution because of their knowledge of the interests of
our institutional investor clients in specific companies in Cowen and Company's target sectors.

Edgar Filing: COWEN GROUP, INC. - Form 10-K

7



Our sales professionals also provide our institutional investor clients with access to the management of our investment
banking clients outside the context of financing transactions. These meetings are commonly referred to as non-deal
road shows. Non-deal road shows allow our investment banking clients to increase their visibility within the
institutional investor community while providing our institutional investor clients with the opportunity to further
educate themselves on companies and industries through meetings with management. We believe Cowen and
Company's deep relationships with company management teams and its sector-focused approach provide us with
broad access to management for the benefit of our institutional investor and investment banking clients.

2
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Research
As of December 31, 2013, we had a research team of 42 senior analysts covering approximately 700 companies.
Within our coverage universe, approximately 25% are healthcare companies, 19% are TMT (technology, media and
telecom) companies, 19% are energy companies, 12% are capital goods and industrial companies, 11% are basic
materials companies, 7% are consumer companies, and 6% are REITs. Our differentiated approach to research focuses
our analysts' efforts toward delivering specific investment ideas and de-emphasizes maintenance research.  We
sponsor a number of conferences every year that are focused on our target sectors and sub-sectors. During these
conferences we highlight our investment research and provide significant investor access to corporate management
teams.
Information About Geographic Areas
We are principally engaged in providing alternative investment services to global institutional investors and
investment banking sales and trading and research services to corporations and institutional investor clients primarily
in the United States. We provide investment banking services to companies in China through Cowen and Company
(Asia) Limited ("Cowen Asia"). We provide investment banking services to companies and institutional investor
clients in Europe through our U.K. broker-dealer, Cowen International Limited ("CIL").
Employees
As of March 3, 2014, the Company had 633 employees.
Competition
We compete with many other firms in all aspects of our business, including raising funds, seeking investment
opportunities and hiring and retaining professionals, and we expect our business will continue to be highly
competitive. The alternative investment and investment banking industries are currently undergoing contraction and
consolidation, reducing the number of industry participants and generally resulting in the larger firms being better
positioned to retain and gain market share. We compete in the United States and globally for investment opportunities,
investor capital, client relationships, reputation and talent. We face competitors that are larger than we are and have
greater financial, technical and marketing resources. Certain of these competitors continue to raise additional amounts
of capital to pursue investment strategies that may be similar to ours. Some of these competitors may also have access
to liquidity sources that are not available to us, which may pose challenges for us with respect to investment
opportunities. In addition, some of these competitors may have higher risk tolerances or make different risk
assessments than we do, allowing them to consider a wider variety of investments and establish broader networks of
business relationships. Our competitive position depends on our reputation, our investment performance and
processes, the breadth of our business platform and our ability to continue to attract and retain qualified employees
while managing compensation and other costs. For additional information regarding the competitive risks that we
face, see "Item 1A Risk Factors-Risks Related to the Company's Alternative Investment Business" and "Risk
Factors-Risks Related to the Company's Broker-Dealer Business."
Regulation
Our businesses, as well as the financial services industry generally, are subject to extensive regulation, including
periodic examinations by governmental and self-regulatory organizations, in the United States and the jurisdictions in
which we operate around the world. As a publicly traded company in the United States, we are subject to the U.S.
federal securities laws and regulation by the Securities and Exchange Commission ("SEC").
Most of the investment advisers of our alternative investment funds are registered as investment advisers with the
SEC. Registered investment advisers are subject to the requirements of the Investment Advisers Act of 1940 (the
"Advisers Act") and the regulations promulgated thereunder. Such requirements relate to, among other things,
fiduciary duties to clients, maintaining an effective compliance program, solicitation agreements, conflicts of interest,
recordkeeping and reporting requirements, disclosure requirements, limitations on agency cross and principal
transactions between an advisor and advisory clients and general anti-fraud prohibitions. We believe all of our
wholly-owned investment advisers to our alternative investment funds comply in all material respects with the
Advisers Act requirements and regulations.
We are also subject to regulation under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), the
Securities Act of 1933, as amended (the "Securities Act"), and various other statutes. Many of the investment advisers
to our alternative investment funds are also subject to regulation by the National Futures Association (the "NFA") and
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the U.S. Commodity Futures Trading Commission (the "CFTC"). In addition, we are subject to regulation by the
Department of Labor under the U.S. Employee Retirement Income Security Act of 1974 ("ERISA"). In the United
Kingdom, we are subject to regulation by the U.K. Financial Conduct Authority ("FCA"), in Luxembourg by the
Commission de Surveillance du Secteur Financier, in Japan by the Financial Services Agency and in Hong Kong by
the Securities and Futures Commission ("SFC"). Our investment activities around the globe are subject to a variety of
regulatory regimes that vary country by country and
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starting in July, 2014, certain of our investment advisers marketing alternative investment funds to investors domiciled
in the European Union and/or advising alternative investment funds domiciled in the European Union will become
subject to the Alternative Investment Fund Manager Directive (the “AIFMD”). Also, our captive insurance and
reinsurance companies are regulated by the New York State Department of Finance and the Luxembourg
Commissariat aux Assurances, respectively.
Regulatory bodies in the United States and the rest of the world are charged with safeguarding the integrity of the
securities and other financial markets and with protecting the interests of customers participating in those markets. In
light of recent events in the financial markets, governmental authorities in the United States and in the other countries
in which we operate have proposed or adopted additional disclosure requirements and regulation of hedge funds and
other alternative asset managers. For example, rulemaking by the SEC and other regulatory authorities outside the
United States has imposed trading and reporting requirements on short selling, which could adversely affect trading
opportunities, including hedging opportunities, for our funds. In addition, on July 21, 2010, the Dodd-Frank Wall
Street Reform and Consumer Protection Act ("Dodd-Frank Act") was signed into law in the United States.
Implementation of the Dodd-Frank Act will be accomplished through extensive rulemaking by the SEC and other
governmental agencies. The Dodd-Frank Act establishes the Financial Services Oversight Council (the "FSOC") to
identify threats to the financial stability of the United States; promote market discipline; and respond to emerging risks
to the stability of the United States financial system. The FSOC is empowered to determine whether the material
financial distress or failure of a non-bank financial company would threaten the stability of the United States financial
system, and such a determination can subject a non-banking finance company to supervision by the Board of
Governors of the Federal Reserve and the imposition of standards and supervision including stress tests, liquidity
requirements and enhanced public disclosures.
The FSOC has released a proposed rule regarding its authority to require the supervision and regulation of
systemically significant non-bank financial companies. On October 26, 2011, the SEC adopted Rule 204(b)-1 under
the Advisers Act, which requires certain advisers to file information under the new Form PF. The information is
mandated by the Dodd-Frank Act and is intended for use by FSOC in an effort to measure systemic risk. Most of our
registered investment advisers file Form PF on a quarterly basis and several of our registered investment advisers
which are also registered commodity pool operators (“CPOs”) and commodity trading advisers (“CTAs”) file Form
CPO-PQR and Form CTA-PR, respectively with the CFTC on a quarterly basis as well. In addition, on February 9,
2012 the CFTC issued final rules on the registration and compliance of CPOs, including rescinding an exemption
relating to private funds and narrowing an exception from registration with respect to registered investment
companies. These new rules have resulted in additional regulatory and registration requirements with respect to
certain of the private funds, commodity pools and registered funds managed by our investment advisers. In addition,
in July 2013, rules relating to portfolio reconciliation and swap trading relationship documentation went into effect.
See "Item 1A Risk Factors" for more information.
Our businesses have operated for many years within a legal framework that requires us to be able to monitor and
comply with a broad range of legal and regulatory developments that affect our activities. In addition, certain of our
businesses are subject to compliance with laws and regulations of United States federal and state governments, foreign
governments, their respective agencies and/or various self-regulatory organizations or exchanges relating to the
privacy of client information, and any failure to comply with these regulations could expose us to liability and/or
reputational damage. Additional legislation, changes in rules promulgated by the SEC, the CFTC and self-regulatory
organizations or changes in the interpretation or enforcement of existing laws and rules, either in the United States or
elsewhere, may directly affect the mode of our operation and profitability. The United States and non-United States
government agencies and self-regulatory organizations, as well as state securities commissions in the United States,
are empowered to conduct administrative proceedings that can result in censure, fine, the issuance of cease-and-desist
orders or the suspension or expulsion of a broker-dealer or its directors, officers or employees. Occasionally, we have
been subject to investigations and proceedings, and sanctions have been imposed for infractions of various regulations
relating to our activities.
Cowen and Company is a registered broker-dealer with the SEC and in all 50 states, the District of Columbia and
Puerto Rico. Self-regulatory organizations, including the Financial Industry Regulatory Authority ("FINRA"), adopt
and enforce rules governing the conduct and activities of its member firms, including Cowen and Company, ATM
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Execution LLC (formerly Cowen Capital LLC), ATM USA and Cowen Equity Finance. In addition, state securities
regulators have regulatory or oversight authority over our broker-dealer entities. Accordingly, Cowen and Company,
ATM Execution LLC (formerly Cowen Capital LLC), ATM USA and Cowen Equity Finance are subject to regulation
and oversight by the SEC and FINRA. Cowen and Company is also a member of, and subject to regulation by, the
New York Stock Exchange ("NYSE"), the NASDAQ OMX PHLX, the NYSE MKT LLC, the International Stock
Exchange and the Nasdaq Stock Exchange.
Broker-dealers are subject to regulations that cover all aspects of the securities business, including sales methods,
trade practices among broker-dealers, use and safekeeping of customers' funds, securities and information, capital
structure, record-keeping, the financing of customers' purchases and the conduct and qualifications of directors,
officers and employees. In particular, as registered broker-dealers and members of various self-regulatory
organizations, Cowen and Company and ATM Execution LLC (formerly Cowen Capital LLC), ATM USA and
Cowen Equity Finance are subject to the SEC's uniform net
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capital rule. Rule 15c3-1 under the Exchange Act. Rule 15c3-1 specifies the minimum level of net capital a
broker-dealer must maintain and also requires that a significant part of a broker-dealer's assets be kept in relatively
liquid form. The SEC and various self-regulatory organizations impose rules that require notification when net capital
falls below certain predefined criteria, limit the ratio of subordinated debt to equity in the regulatory capital
composition of a broker-dealer and constrain the ability of a broker-dealer to expand its business under certain
circumstances. Additionally, the SEC's uniform net capital rule requires us to give prior notice to the SEC for certain
withdrawals of capital. As a result, our ability to withdraw capital from our broker-dealer subsidiaries may be limited.
The research functions of investment banks have been, and continue to be, the subject of regulatory scrutiny. In 2002
and 2003, acting in part pursuant to a mandate contained in the Sarbanes-Oxley Act of 2002, the SEC, the NYSE and
the predecessor to FINRA adopted rules imposing heightened restrictions on the interaction between equity research
analysts and investment banking personnel at member securities firms. The requirements resulting from these
regulations have necessitated the development and enhancement of corresponding policies and procedures. In 2012,
the JOBS Act was passed which, among other things, liberalized a number of the restrictions between equity research
analysts and investment banking personnel with respect to emerging growth companies.
The effort to combat money laundering and terrorist financing is a priority in governmental policy with respect to
financial institutions. The Bank Secrecy Act ("BSA"), as amended by Title III of the USA PATRIOT Act of 2001 and
its implementing regulations ("Patriot Act"), requires broker-dealers and other financial services companies to
maintain an anti-money laundering compliance program that includes written policies and procedures, designated
compliance officer(s), appropriate training, independent review of the program, standards for verifying client identity
at account opening and obligations to report suspicious activities and certain other financial transactions. Through
these and other provisions, the BSA and Patriot Act seek to promote the identification of parties that may be involved
in financing terrorism or money laundering. We must also comply with sanctions programs administered by the U.S.
Department of Treasury's Office of Foreign Asset Control, which may include prohibitions on transactions with
designated individuals and entities and with individuals and entities from certain countries.
Anti-money laundering laws outside the United States contain certain similar provisions. The obligation of financial
institutions, including us, to identify their customers, watch for and report suspicious transactions, respond to requests
for information by regulatory authorities and law enforcement agencies, and share information with other financial
institutions, has required the implementation and maintenance of internal practices, procedures and controls that have
increased, and may continue to increase, our costs. Any failure with respect to our programs in this area could subject
us to serious regulatory consequences, including substantial fines, and potentially other liabilities.
Rigorous legal and compliance analysis of our businesses and investments is important to our culture and risk
management. In addition, disclosure controls and procedures and internal controls over financial reporting are
documented, tested and assessed for design and operating effectiveness in compliance with the Sarbanes-Oxley Act of
2002. We strive to maintain a culture of compliance through the use of policies and procedures such as oversight
compliance, codes of conduct, compliance systems, communication of compliance guidance and employee education
and training. Our corporate risk management function further analyzes our business, investment and other key risks,
reinforcing their importance in our environment. We have a compliance group that monitors our compliance with all
of the regulatory requirements to which we are subject and manages our compliance policies and procedures. Our
General Counsel supervises our compliance group, which is responsible for addressing all regulatory and compliance
matters that affect our activities. Our compliance policies and procedures address a variety of regulatory and
compliance risks such as the handling of material non-public information, position reporting, personal securities
trading, valuation of investments on a fund-specific basis, document retention, potential conflicts of interest and the
allocation of investment opportunities. Our compliance group also monitors the information barriers that we maintain
between each of our different businesses. We believe that our various businesses' access to the intellectual capital,
contacts and relationships that reside throughout our firm benefits all of our businesses. However, in order to
maximize that access without compromising our legal and contractual obligations, our compliance group oversees and
monitors the communications between or among our firm's different businesses.
Available Information
We routinely file annual, quarterly and current reports, proxy statements and other information required by the
Exchange Act with the SEC. You may read and copy any document we file with the SEC at the SEC's public
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reference room located at 100 F Street, N.E., Washington, D.C. 20549, U.S.A. Please call the SEC at 1-800-SEC-0330
for further information on the public reference room. Our SEC filings also are available to the public from the SEC's
internet site at http://www.sec.gov.
We maintain a public internet site at http://www.cowen.com and make available free of charge through this site our
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Proxy Statements
and Forms 3, 4 and 5 filed on behalf of directors and executive officers, as well as any amendments to those reports
filed or furnished pursuant to the Exchange Act as soon as reasonably practicable after we electronically file such
material with, or
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furnish it to, the SEC. We also post on our website the charters for our Board of Directors' Audit Committee,
Compensation Committee and Nominating and Corporate Governance Committee, as well as our Corporate
Governance Guidelines, our Code of Business Conduct and Ethics governing our directors, officers and employees
and other related materials. The information on our website is not incorporated by reference into this Annual Report.
Item 1A.    Risk Factors
RISK FACTORS
Risks Related to the Company's Businesses and Industry
        For purposes of the following risk factors, references made to the Company's funds include hedge funds and
other alternative investment products, services and solutions offered by the Company, investment vehicles through
which the Company invests its own capital, funds in the Company's fund of funds business and real estate funds.
References to the Company's broker-dealer business include Cowen and Company, ATM Execution LLC (formerly
Cowen Capital LLC), ATM USA and Cowen Equity Finance LP ("Cowen Equity Finance").
The Company
The Company's alternative investment and broker-dealer businesses have incurred losses in recent periods and may
incur losses in the future.
The Company's broker-dealer and alternative investment businesses have incurred losses in recent periods. For
example, the Company's broker-dealer business incurred losses in each of the years ended December 31, 2013, 2012
and 2011. In addition, the Company's alternative investment business incurred losses in each of the years ended
December 31, 2009 and 2008. The Company may incur losses in any of its future periods. Future losses may have a
significant effect on the Company's liquidity as well as our ability to operate.
In addition, we may incur significant expenses in connection with any expansion, strategic acquisition or investment
with respect to our businesses. Specifically, we have invested, and will continue to invest, in our broker-dealer
business, including hiring a number of senior professionals to expand our research and sales and trading product
offerings. Accordingly, the Company will need to increase its revenues at a rate greater than its expenses to achieve
and maintain profitability. If the Company's revenues do not increase sufficiently, or even if its revenues increase but
it is unable to manage its expenses, the Company will not achieve and maintain profitability in future periods. As an
alternative to increasing its revenues, the Company may seek additional capital through the sale of additional common
stock or other forms of debt or equity financing. Particularly in light of current market conditions, the Company
cannot be certain that it would have access to such financing on acceptable terms.
The Company depends on its key senior personnel and the loss of their services would have a material adverse effect
on the Company's businesses and results of operations, financial condition and prospects.
The Company depends on the efforts, skill, reputations and business contacts of its principals and other key senior
personnel, the information and investment activity these individuals generate during the normal course of their
activities and the synergies among the diverse fields of expertise and knowledge held by the Company's senior
professionals. Accordingly, the Company's continued success will depend on the continued service of these
individuals. Key senior personnel may leave the Company in the future, and we cannot predict the impact that the
departure of any key senior personnel will have on our ability to achieve our investment and business objectives. The
loss of the services of any of them could have a material adverse effect on the Company's revenues, net income and
cash flows and could harm our ability to maintain or grow assets under management in existing funds or raise
additional funds in the future. Our senior and other key personnel possess substantial experience and expertise and
have strong business relationships with investors in its funds, clients and other members of the business community.
As a result, the loss of these personnel could have a material adverse effect on the Company's businesses and results of
operations, financial condition and prospects.
The Company's ability to retain its senior professionals is critical to the success of its businesses, and its failure to do
so may materially affect the Company's reputation, business and results of operations.
Our people are our most valuable resource. Our success depends upon the reputation, judgment, business generation
capabilities and project execution skills of our senior professionals. Our employees' reputations and relationships with
our clients are critical elements in obtaining and executing client engagements. The Company may encounter intense
competition for qualified employees from other companies inside and outside of their industries. From time to time,
the Company has experienced departures of professionals. Losses of key personnel have occurred and may occur in
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or form a competing company, some of our clients could choose to use the services of that competitor instead of the
services of the Company.
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The success of our businesses is based largely on the quality of our employees and we must continually monitor the
market for their services and seek to offer competitive compensation. In challenging market conditions, such as have
occurred in recent years, it may be difficult to pay competitive compensation without the ratio of our compensation
and benefits expense to revenues becoming higher. In addition, a portion of the compensation of many of our
employees takes the form of restricted stock or deferred cash that vest over a period of years, which is not as attractive
to existing and potential employees as compensation consisting solely of cash or a lesser percentage of stock or other
deferred compensation that may be offered by our competitors.
Difficult market conditions, market disruptions and volatility have adversely affected, and may in the future adversely
affect, the Company's businesses, results of operations and financial condition.
The Company's businesses, by their nature, do not produce predictable earnings, and all of the Company's businesses
may be materially affected by conditions in the global financial markets and by global economic conditions, such as
interest rates, the availability of credit, inflation rates, economic uncertainty, changes in laws, commodity prices, asset
prices (including real estate), currency exchange rates and controls and national and international political
circumstances (including wars, terrorist acts, protests or security operations). Recently the fiscal cliff and debt ceiling
debates in the United States impacted global credit and other financial markets and resulted in substantial stress,
volatility, illiquidity and disruption. These factors, combined with volatile commodity prices and foreign exchange
rates, contributed to recessionary economic conditions globally and deterioration in consumer and corporate
confidence. These type of market conditions could affect the level and volatility of securities prices and the liquidity
and the value of investments in the Company's funds, including Ramius Enterprise LP (which we refer to as Enterprise
Fund), Cowen Overseas Investment LP (which we refer to as COIL), and other investments, respectively, in which the
Company has investments of approximately $102.4 million, $178.4 million, and $9.4 million, respectively, of its own
capital as of December 31, 2013, and the Company may not be able to effectively manage its alternative investment
business's exposure to these market conditions. Losses in the Enterprise Fund, COIL or other private investments
could adversely affect our results of operations.
Volatility in the value of the Company's investments and securities portfolios or other assets and liabilities or negative
returns from the investments made by the Company could adversely affect the financial condition or results of
operations of the Company.
The Company invests a significant portion of its capital base to help drive results and facilitate growth of its
alternative investment and broker-dealer businesses. As of December 31, 2013, the Company's invested capital
amounted to a net value $427.6 million (supporting a long market value of $532.9 million), representing
approximately 84% of Cowen Group's stockholders' equity presented in accordance with accounting principles
generally accepted in the United States of America ("US GAAP"). In accordance with U.S. GAAP, we define fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. U.S. GAAP also establishes a framework for measuring fair value and a
valuation hierarchy based upon the transparency of inputs used in the valuation of an asset or liability. Changes in fair
value are reflected in the statement of operations at each measurement period. Therefore, continued volatility in the
value of the Company's investments and securities portfolios or other assets and liabilities, including funds, will result
in volatility of the Company's results. In addition, the investments made by the Company may not generate positive
returns. As a result, changes in value or negative returns from investments made by the Company may have an
adverse effect on the Company's financial condition or operations in the future.
If the Company were deemed an "investment company" under the U.S. Investment Company Act, applicable
restrictions could make it impractical for the Company to continue its respective businesses as contemplated and could
have a material adverse effect on the Company's businesses and prospects.
We do not believe that we are an "investment company" as defined in the U.S. Investment Company Act of 1940, as
amended, because the nature of our assets and the sources of our income exclude us from the definition of investment
company in the Investment Company Act and we are primarily engaged in a non-investment company business.
 The Investment Company Act and the rules thereunder contain detailed requirements for the organization and
operation of investment companies. Among other things, the Investment Company Act and the rules thereunder limit
transactions with affiliates, impose limitations on the issuance of debt and equity securities, generally prohibit the
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issuance of options and impose certain governance requirements. The Company intends to conduct its operations so
that the Company will not be deemed to be an investment company under the Investment Company Act. If anything
were to happen which would cause the Company to be deemed to be an investment company under the Investment
Company Act, requirements imposed by the Investment Company Act, including limitations on its capital structure,
ability to transact business with affiliates (including subsidiaries) and ability to compensate key employees, could
make it impractical for the Company to continue its business as currently conducted, impair the agreements and
arrangements between and among it, its subsidiaries and its senior personnel, or any combination thereof, and
materially adversely affect its business, financial condition and results of operations. Accordingly, the Company
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may be required to limit the amount of investments that it makes as a principal or otherwise conduct its business in a
manner that does not subject the Company to the registration and other requirements of the Investment Company Act.
Limitations on access to capital by the Company and its subsidiaries could impair its liquidity and its ability to
conduct its businesses.
Liquidity, or ready access to funds, is essential to the operations of financial services firms. Failures of financial
institutions have often been attributable in large part to insufficient liquidity. Liquidity is of particular importance to
Cowen and Company's trading business and perceived liquidity issues may affect the willingness of the Company's
investment banking clients and counterparties to engage in brokerage transactions with Cowen and Company. Cowen
and Company's liquidity could be impaired due to circumstances that the Company may be unable to control, such as
a general market disruption or an operational problem that affects Cowen and Company, its trading clients or third
parties. Furthermore, Cowen and Company's ability to sell assets may be impaired if other market participants are
seeking to sell similar assets at the same time.
The Company is a holding company and primarily depends on its subsidiaries to fund its operations. Cowen and
Company, ATM Execution LLC (formerly Cowen Capital LLC), ATM USA and Cowen Equity Finance are subject to
the net capital requirements of the SEC and various self-regulatory organizations of which they are members. These
requirements typically specify the minimum level of net capital a broker-dealer must maintain and also mandate that a
significant part of its assets be kept in relatively liquid form. CIL, the Company's U.K. registered broker-dealer
subsidiary, is subject to the capital requirements of the U.K. Financial Conduct Authority (the "FCA"). Cowen Asia is
subject to the financial resources requirements of the SFC of Hong Kong. Any failure to comply with these capital
requirements could impair the Company's ability to conduct its investment banking business.
The Company and its funds and/or Cowen and Company and the Company's other broker-dealer subsidiaries may
become subject to additional regulations which could increase the costs and burdens of compliance or impose
additional restrictions which could have a material adverse effect on the Company's businesses and the performance of
the funds in its alternative investment business.
Firms in the financial services industry have been subject to an increasingly regulated environment. The industry has
experienced increased scrutiny from a variety of regulators, including the SEC, CFTC, FINRA, the NYSE and state
attorneys general. Penalties and fines sought by regulatory authorities have increased substantially over the last
several years. In light of current conditions in the global financial markets and the global economy, regulators have
increased their focus on the regulation of the financial services industry. The Company may be adversely affected by
changes in the interpretation or enforcement of existing laws and rules by these governmental authorities and
self-regulatory organizations. The Company also may be adversely affected as a result of new or revised legislation or
regulations imposed by the SEC, other United States or foreign governmental regulatory authorities or self-regulatory
organizations that supervise the financial markets. Among other things, the Company could be fined, prohibited from
engaging in some of its business activities or subjected to limitations or conditions on its business activities. In
addition, the Company could incur significant expense associated with compliance with any such legislation or
regulations or the regulatory and enforcement environment generally. Substantial legal liability or significant
regulatory action against the Company could have a material adverse effect on the financial condition and results of
operations of the Company or cause significant reputational harm to the Company, which could seriously affect its
business prospects.
The Company may need to modify the strategies or operations of its alternative investment business, face increased
constraints or incur additional costs in order to satisfy new regulatory requirements or to compete in a changed
business environment. The Company's alternative investment business is subject to regulation by various regulatory
authorities both within and outside the United States that are charged with protecting the interests of investors. The
activities of certain of the Company's subsidiaries are regulated primarily within the United States by the SEC,
FINRA, the NFA and the CFTC, as well as various state agencies, and are also subject to regulation by other agencies
in the various jurisdictions in which they operate and are offered, including the FCA, the German Federal Financial
Supervisory Authority the Commission de Surveillance du Secteur Financier in Luxembourg and the European
Securities and Markets Authority. The activities of our investment advisor entities are all regulated by the SEC due to
their registrations as U.S. investment advisers. Certain of these entities are also all registered as CPOs and/or CTAs
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with the National Futures Association. Starting in July 2014, certain of our investment advisers marketing alternative
investment funds to investors domiciled in the European Union and/or advising alternative investment funds
domiciled in the European Union will become subject to the AIFMD.
In addition, the Company's alternative investment business is subject to regulation in the jurisdictions in which
organizes and offers its various investment products. These and other regulators in these jurisdictions have broad
regulatory powers dealing with all aspects of financial services including, among other things, the authority to make
inquiries of companies regarding compliance with applicable regulations, to grant permits and to regulate marketing
and sales practices and the maintenance of adequate financial resources as well as significant reporting obligations to
regulatory authorities. The Company is also subject to applicable anti-money laundering regulations and net capital
requirements in the jurisdictions in
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which it operates. Additionally, the regulatory environment in which the Company operates frequently changes and
has seen significant increased regulation in recent years and it is possible that this trend may continue. In addition, in
July 2013, CFTC rules relating to portfolio reconciliation and swap trading relationship documentation went into
effect. Such additional regulation could, among other things, increase compliance costs or limit our ability to pursue
investment opportunities and strategies.
The regulatory environment continues to be turbulent. There is an extraordinary volume of regulatory discussion
papers, draft directives and proposals being issued around the world and these initiatives are not always coordinated.
The European Commission has issued the new AIFMD, recommendations on directors' pay and financial services
sector compensation and proposals on packaged retail investment products. In addition, the predecessor to the FCA
has issued a discussion paper entitled "A Regulatory Response to the Global Banking Crisis" as well as undertaken an
exercise to collect data to assess the systemic risk that hedge funds may or may not pose. The Bank of England is also
collecting data on the systemic risk of hedge funds. Recent rulemaking by the SEC and other regulatory authorities
outside the United States have imposed trading restrictions and reporting requirements on short selling, which have
impacted certain of the investment strategies of the Company's investment funds and managed accounts, and
continued restrictions on or further regulations of short sales could negatively impact the performance of the
investment funds and managed accounts.
In addition, financial services firms are subject to numerous perceived or actual conflicts of interest, which have
drawn and which we expect will continue to draw scrutiny from the SEC and other federal and state regulators. For
example, the research areas of investment banks have been and remain the subject of heightened regulatory scrutiny,
which has led to increased restrictions on the interaction between equity research analysts and investment banking
personnel at securities firms. More recently, regulations have been focusing on the use of experts and expert networks
and potential conflicts of interest or issues relating to impermissible disclosure of material nonpublic information.
While the Company maintains various policies, controls and procedures to address or limit actual or perceived
conflicts and regularly seeks to review and update such policies, controls and procedures, appropriately dealing with
conflicts of interest is complex and difficult, and our reputation could be damaged if it fails to do so. Such policies and
procedures to address or limit actual or perceived conflicts may also result in increased costs, additional operational
personnel and increased regulatory risk. Failure to adhere to these policies and procedures may result in regulatory
sanctions or client litigation.
The Company is subject to third party litigation risk and regulatory risk which could result in significant liabilities and
reputational harm which, in turn, could materially adversely affect its business, results of operations and financial
condition.
The Company depends to a large extent on its reputation for integrity and high-caliber professional services to attract
and retain clients. As a result, if a client is not satisfied with the Company's services, it may be more damaging in its
business than in other businesses. Moreover, the Company's role as advisor to clients on underwriting or merger and
acquisition transactions involves complex analysis and the exercise of professional judgment, including rendering
"fairness opinions" in connection with mergers and other transactions. Such activities may subject the Company to the
risk of significant legal liabilities to clients and aggrieved third parties, including stockholders of clients who could
commence litigation against the Company. Although the Company's investment banking engagements typically
include broad indemnities from its clients and provisions to limit exposure to legal claims relating to such services,
these provisions may not protect the Company, may not be enforceable, or may be with foreign companies requiring
enforcement in foreign jurisdictions which may raise the costs and decrease the likelihood of enforcement. As a result,
the Company may incur significant legal and other expenses in defending against litigation and may be required to
pay substantial damages for settlements and/or adverse judgments. Substantial legal liability or significant regulatory
action against the Company could have a material adverse effect on our results of operations or cause significant
reputational harm, which could seriously harm our business and prospects.
In general, the Company is exposed to risk of litigation by investors in its alternative investment business if the
management of any of its funds is alleged to have engaged in negligence or dishonesty. Investors could sue to recover
amounts lost by the Company's funds due to any alleged misconduct, up to the entire amount of the loss. In addition,
the Company faces the risk of litigation from investors in the Company's funds if restrictions applicable to such funds
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are violated. We may also be exposed to litigation by investors in the Company's alternative solutions platform for
losses resulting from similar conduct at an underlying fund. Furthermore, the Company may be subject to litigation
arising from investor dissatisfaction with the performance of the Company's funds and the funds invested in by the
Company's alternative solutions platform. In addition, the Company is exposed to risks of litigation or investigation
relating to transactions that presented conflicts of interest that were not properly addressed. In the majority of such
actions the Company would be obligated to bear legal, settlement and other costs, which may be in excess of any
available insurance coverage. In addition, although the Company is indemnified by the Company's funds, our rights to
indemnification may be challenged. If the Company is required to incur all or a portion of the costs arising out of
litigation or investigations as a result of inadequate insurance proceeds, if any, or fails to obtain indemnification from
its funds, our business, results of operations and financial condition could be materially adversely affected. In its
alternative investment business, the Company is exposed to the risk of litigation if a fund suffers catastrophic
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losses due to the failure of a particular investment strategy or due to the trading activity of an employee who has
violated market rules or regulations. Any litigation arising in such circumstances is likely to be protracted, expensive
and surrounded by circumstances which are materially damaging to the Company's reputation and businesses.
The potential for conflicts of interest within the Company, and a failure to appropriately identify and deal with
conflicts of interest could adversely affect our businesses.
Due to the combination of our alternative investment and investment banking businesses, we face an increased
potential for conflicts of interest, including situations where our services to a particular client or investor or our own
interests in our investments conflict with the interests of another client. Such conflicts may also arise if our investment
banking business has access to material non-public information that may not be shared with our alternative investment
business or vice versa. Additionally, our regulators have the ability to scrutinize our activities for potential conflicts of
interest, including through detailed examinations of specific transactions.
We have developed and implemented procedures and controls that are designed to identify and address conflicts of
interest, including those designed to prevent the improper sharing of information among our businesses. However,
appropriately identifying and dealing with conflicts of interest is complex and difficult, and the willingness of clients
to enter into transactions or engagements in which such a conflict might arise may be affected if we fail to identify and
appropriately address potential conflicts of interest. In addition, potential or perceived conflicts could give rise to
litigation or enforcement actions.
Employee misconduct could harm the Company by, among other things, impairing the Company's ability to attract
and retain investors and subjecting the Company to significant legal liability, reputational harm and the loss of
revenue from its own invested capital.
It is not always possible to detect and deter employee misconduct. The precautions that the Company takes to detect
and prevent this activity may not be effective in all cases, and we may suffer significant reputational harm and
financial loss for any misconduct by our employees. The potential harm to the Company's reputation and to our
business caused by such misconduct is impossible to quantify.
There is a risk that the Company's employees or partners, or the managers of funds invested in by the Company's
alternative solutions platform, could engage in misconduct that materially adversely affects the Company's business,
including a decrease in returns on its own invested capital. The Company is subject to a number of obligations and
standards arising from its businesses. The violation of these obligations and standards by any of the Company's
employees could materially adversely affect the Company and its investors. For instance, the Company's businesses
require that the Company properly deal with confidential information. If the Company's employees were improperly
to use or disclose confidential information, we could suffer serious harm to our reputation, financial position and
current and future business relationships. If one of the Company's employees were to engage in misconduct or were to
be accused of such misconduct, the business and reputation of the Company could be materially adversely affected.
The Company may be unable to successfully identify, manage and execute future acquisitions, investments and
strategic alliances, which could adversely affect our results of operations.
We intend to continually evaluate potential acquisitions, investments and strategic alliances to expand our alternative
investment and broker-dealer businesses. In the future, we may seek additional acquisitions, investments, strategic
alliances or similar arrangements, which may expose us to risks such as:

•the difficulty of identifying appropriate acquisitions, investments, strategic allies or opportunities on terms acceptableto us;

•the possibility that senior management may be required to spend considerable time negotiating agreements andmonitoring these arrangements;
•potential regulatory issues applicable to the financial services business;
•the loss or reduction in value of the capital investment;
•our inability to capitalize on the opportunities presented by these arrangements; and
•the possibility of insolvency of a strategic ally. 
Furthermore, any future acquisitions of businesses could entail a number of risks, including:
•problems with the effective integration of operations;
•inability to maintain key pre-acquisition business relationships;
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•difficulties in realizing projected efficiencies, synergies and cost savings.
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 There can be no assurance that we would successfully overcome these risks or any other problems encountered with
these acquisitions, investments, strategic alliances or similar arrangements.
The Company's future results will suffer if the Company does not effectively manage its expanded operations.
The Company may continue to expand its operations through new product and service offerings and through
additional strategic investments, acquisitions or joint ventures, some of which may involve complex technical and
operational challenges. The Company's future success depends, in part, upon its ability to manage its expansion
opportunities, which pose numerous risks and uncertainties, including the need to integrate new operations into its
existing business in an efficient and timely manner, to combine accounting and data processing systems and
management controls and to integrate relationships with customers and business partners. In addition, future
acquisitions or joint ventures may involve the issuance of additional shares of common stock of the Company, which
may dilute the ownership of the Company's stockholders.
The Company's failure to maintain effective internal control over financial reporting in accordance with Section 404
of the Sarbanes‑Oxley Act could have a material adverse effect on the Company's financial condition, results of
operations and business and the price of our Class A common stock.
The Sarbanes‑Oxley Act and the related rules require our management to conduct an annual assessment of the
effectiveness of our internal control over financial reporting and require a report by our independent registered public
accounting firm addressing our internal control over financial reporting. To comply with Section 404 of the
Sarbanes‑Oxley Act, we are required to document formal policies, processes and practices related to financial reporting
that are necessary to comply with Section 404. Such policies, processes and practices are important to ensure the
identification of key financial reporting risks, assessment of their potential impact and linkage of those risks to
specific areas and activities within our organization.
If we fail for any reason to comply with the requirements of Section 404 in a timely manner, our independent
registered public accounting firm may, at that time, issue an adverse report regarding the effectiveness of our internal
control over financial reporting. Matters impacting our internal controls may cause us to be unable to report our
financial information on a timely basis and thereby subject us to adverse regulatory consequences, including sanctions
by the SEC or violations of applicable stock exchange listing rules. There could also be a negative reaction in the
financial markets due to a loss of investor confidence in us and the reliability of our financial statements. Any such
event could adversely affect our financial condition, results of operations and business, and result in a decline in the
price of our Class A common stock.
Certain provisions of the Company's amended and restated certificate of incorporation and bylaws and Delaware law
may have the effect of delaying or preventing an acquisition by a third party.
The Company's amended and restated certificate of incorporation and bylaws contain several provisions that may
make it more difficult for a third party to acquire control of the Company, even if such acquisition would be
financially beneficial to the Company's stockholders. These provisions also may delay, prevent or deter a merger,
acquisition, tender offer, proxy contest or other transaction that might otherwise result in the Company's stockholders
receiving a premium over the then-current trading price of our common stock. For example, the Company's amended
and restated certificate of incorporation authorizes its board of directors to issue up to 10,000,000 shares of "blank
check" preferred stock. Without stockholder approval, the board of directors has the authority to attach special rights,
including voting and dividend rights, to this preferred stock. With these rights, preferred stockholders could make it
more difficult for a third party to acquire the Company. In addition, the Company's amended and restated bylaws
provide for an advance notice procedure with regard to the nomination of candidates for election as directors and with
regard to business to be brought before a meeting of stockholders. The Company is also subject to the anti-takeover
provisions of Section 203 of the Delaware General Corporation Law. Under these provisions, if anyone becomes an
"interested stockholder," the Company may not enter into a "business combination" with that person for three years
without special approval, which could discourage a third party from making a takeover offer and could delay or
prevent a change of control. For the purposes of Section 203, "interested stockholder" means, generally, someone
owning 15% or more of the Company's outstanding voting stock or an affiliate of the Company that owned 15% or
more of our outstanding voting stock during the past three years, subject to certain exceptions as described in
Section 203.
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The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 may adversely impact the Company's
business.
The Dodd-Frank Act, signed into law on July 21, 2010, represents a comprehensive overhaul of the financial services
industry within the United States and is being implemented through extensive rulemaking by the SEC and other
governmental agencies. In addition, the Dodd-Frank Act established the federal Bureau of Consumer Financial
Protection (the "BCFP") and the FSOC and will require the BCFP and FSOC, among other federal agencies, to
implement new rules and regulations. Some of these new rules have already been adopted, including new rules which
require certain investment advisers to file information under Form PF and rules that require certain registered
investment advisers which are also registered CPOs and CTAs to file Form CPO-PQR and Form CTA-PR,
respectively, with the CFTC. These filings require extensive information and we may
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incur significant costs to satisfy these new filing requirements. As these rules and resulting changes are recent
developments, it is not practical at this time to assess the full impact that the Dodd-Frank Act or the resulting rules and
regulations will have on the Company's business or the financial services industry within the United States.
Risks Related to the Company's Alternative Investment Business
The Company's profitability may be adversely affected by decreases in revenue relating to changes in market and
economic conditions.
Market conditions have been and remain inherently unpredictable and outside of the Company's control, and may
result in reductions in the Company's revenue and results of operations. Such reductions may be caused by a decline in
assets under management, resulting in lower management fees and incentive income, an increase in the cost of
financial instruments, lower investment returns or reduced demand for assets held by the Company's funds, which
would negatively affect the funds' ability to realize value from such assets or continued investor redemptions, resulting
in lower fees and increased difficulty in raising new capital.
These factors may reduce the Company's revenue, revenue growth and income and may slow the growth of the
alternative investment business or may cause the contraction of the alternative investment business. In particular,
negative fund performance reduces assets under management, which decreases the management fees and incentive
income that the Company earns. Negative performance of the Enterprise Fund, COIL and other private investments
also decreases revenue derived from the Company's returns on investment of its own capital.
The Company's ability to increase revenues and improve profitability will depend on increasing assets under
management in existing products and developing and marketing new products and strategies.
The Company’s alternative investment business generates management and incentive fee income based on its assets
under management. If the Company is unable to increase its assets under management in its existing products it may
be difficult to increase its revenues. The Company has recently developed and launched several new products,
including mutual funds that seek to offer U.S. investors the ability to invest in alternative investment strategies, and
the Company may also launch funds focusing on new investment strategies. If these products or strategies are not
successful, thee Company's profitability could be adversely affected.
The Company's revenues and, in particular, its ability to earn incentive income, would be adversely affected if its
funds or managed accounts fall beneath their "high-water marks" as a result of negative performance.
Incentive income, which has historically comprised a substantial portion of the Company’s alternative investment
business annual revenues, is, in most cases, subject to "high-water marks" whereby incentive income is earned by the
Company only to the extent that the net asset value of a fund or managed account at the end of a measurement period
exceeds the highest net asset value as of the end of a preceding measurement period for which the Company earned
incentive income. The Company's incentive allocations are also subject, in some cases, to performance hurdles or
benchmarks. To the extent the Company's funds or managed accounts experience negative investment performance,
the investors in these funds or managed accounts would need to recover cumulative losses before the Company can
earn incentive income with respect to the investments of those investors who previously suffered losses.
It may be difficult for the Company's alternative investment business to retain investment professionals during periods
where market conditions make it more difficult to generate positive investment returns.
Certain of the Company's funds face particular retention issues with respect to investment professionals whose
compensation is tied, often in large part, to such performance thresholds. This retention risk is heightened during
periods where market conditions make it more difficult to generate positive investment returns. For example, several
investment professionals receive performance-based compensation at the end of each year based upon their annual
investment performance, and this performance-based compensation represents substantially all of the compensation
the professional is entitled to receive during the year. If the investment professional's annual performance is negative,
the professional may not be entitled to receive any performance-based compensation for the year. If investment
professionals or funds, as the case may be, produce investment results that are negative (or below the applicable
hurdle or benchmark), the affected investment professionals may be incentivized to join a competitor because doing so
would allow them to earn performance-based compensation without the requirement that they first satisfy the
high-water mark.
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Investors in the Company's funds and investors with managed accounts can generally redeem investments with prior
notice. The rate of redemptions could accelerate at any time. Historically, redemptions have created difficulties in
managing the liquidity of certain of the Company's funds and managed accounts, reduced assets under management
and adversely affected the Company's revenues, and may do so in the future.
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Investors in the Company's funds and investors with managed accounts may generally redeem their investments with
prior notice, subject to certain initial holding periods. Investors may reduce the aggregate amount of their investments,
or transfer their investments to other funds or asset managers with different fee rate arrangements, for any number of
reasons, including investment performance, changes in prevailing interest rates and financial market performance.
Furthermore, investors in the Company's funds may be investors in products managed by other alternative asset
managers where redemptions have been restricted or suspended. Such investors may redeem capital from Company's
funds, even if the Company's funds' performance is superior, due to an inability to redeem capital from other
managers. Increased volatility in global markets could accelerate the pace of fund and managed account redemptions.
Redemptions of investments in the Company's funds could also take place more quickly than assets may be sold by
those funds to meet the price of such redemptions, which could result in the relevant funds and/or the Company being
in breach of applicable legal, regulatory and contractual requirements in relation to such redemptions, resulting in
possible regulatory and investor actions against the Company and/or the Company's funds. If the Company's funds or
managed accounts underperform, existing investors may decide to reduce or redeem their investments or transfer asset
management responsibility to other asset managers and the Company may be unable to obtain new alternative
investment business. Any such action could potentially cause further redemptions and/or make it more difficult to
attract new investors.
The redemption of investments in the Company's funds or in managed accounts could also adversely affect the
revenues of the Company's alternative investment business, which are substantially dependent upon the assets under
management in the Company's funds. If redemptions of investments cause revenues to decline, they would likely have
a material adverse effect on our business, results of operations or financial condition. As a result of the disruptions and
the resulting uncertainty during the second half of 2008 and early 2009, the Company's alternative investment
business experienced an increase in the level of redemptions from the Company's funds and managed accounts. If this
level of redemption activity returns, it could become more difficult to manage the liquidity requirements of the
Company's funds, making it more difficult or more costly for the Company's funds to liquidate positions rapidly to
meet redemption requests or otherwise. This in turn may negatively impact the Company's returns on its own invested
capital.
In addition to the impact on the market value of assets under management, illiquidity and volatility of the global
financial markets could negatively affect the ability of the Company's alternative investment business to manage
inflows and outflows from the Company's funds. Several alternative investment managers, including the Company's
alternative investment business, have in the past exercised, and may in the future exercise, their rights to limit, and in
some cases, suspend, redemptions from the funds they manage. The Company's alternative investment business has
also negotiated, and may in the future negotiate, with investors or exercise such rights in an attempt to limit
redemptions or create a variety of other investor structures to bring fund assets and liquidity requirements into a more
manageable balance. To the extent that the Company's alternative investment business has negotiated with investors to
limit redemptions, it may be likely that such investors will continue to seek further redemptions in the future. Such
actions may have an adverse effect on the ability of the Company's funds to attract new capital to existing funds or to
develop new investment platforms. The Company's fund of funds platform may also be adversely impacted as the
hedge funds in which it invests themselves face similar investor redemptions or if such hedge funds exercise their
rights to limit or suspend the Company's redemptions from such funds. Poor performance relative to other asset
management firms may result in reduced investments in the Company's funds and managed accounts and increased
redemptions from the Company's funds and managed accounts. As a result, investment underperformance would
likely have a material adverse effect on the Company's results of operations and financial condition.
Hedge fund investments, including the investments of the Company's own capital in the Enterprise Fund, COIL and
other private investments, are subject to other additional risks.
Investments by the Company's funds (including the Enterprise Fund, COIL and other private investments, in which
the Company's own capital is invested) are subject to certain risks that may result in losses. Decreases to assets under
management as a result of investment losses or client redemptions may have a material adverse effect on the
Company's revenues, net income and cash flows and could harm our ability to maintain or grow assets under
management in existing funds or raise additional funds in the future. Additional risks include the following:
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•Generally, there are few limitations on hedge funds' investment strategies, which are often subject to the solediscretion of the management company or the general partner of such funds.

•

Hedge funds may engage in short selling, which is subject to a theoretically unlimited risk of loss because there is no
limit on how much the price of a security sold short may appreciate before the short position is closed out. A fund
may be subject to losses if a security lender demands return of the lent securities and an alternative lending source
cannot be found or if the fund is otherwise unable to borrow securities that are necessary to hedge its positions.
Furthermore, by the SEC and other regulatory authorities outside the United States have imposed trading restrictions
and reporting requirements on short selling, which in certain circumstances may impair hedge funds' ability to use
short selling effectively.
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•

The efficacy of investment and trading strategies depend largely on the ability to establish and maintain an overall
market position through a combination of financial instruments. A hedge fund's trading orders may not be executed in
a timely and efficient manner due to various circumstances, including systems failures or human error. In such event,
the fund might only be able to acquire some but not all of the components of the position, or if the overall position
were in need of adjustment, the fund might not be able to make such an adjustment. As a result, a hedge fund would
not be able to achieve the market position selected by the management company or general partner of such fund, and
might incur a loss in liquidating its position.

•

Credit risk may arise through a default by one of several large institutions that are dependent on one another to meet
their respective liquidity or operational needs, so that a default by one institution causes a series of defaults by the
other institutions. This "systemic risk" may adversely affect the financial intermediaries (such as clearing agencies,
clearing houses, banks, securities firms, other counterparties and exchanges) with which the hedge funds interact on a
daily basis.

•

Hedge funds are subject to risks due to the potential illiquidity of assets. Hedge funds may make investments or hold
trading positions in markets that are volatile and which may become illiquid. The timely sale of trading positions can
be impaired by decreased trading volume, increased price volatility, concentrated trading positions, limitations on the
ability to transfer positions in highly specialized or structured transactions to which they may be a party, and changes
in industry and government regulations. It may be impossible or highly costly for hedge funds to liquidate positions
rapidly to meet margin calls, redemption requests or otherwise, particularly if there are other market participants
seeking to dispose of similar assets at the same time, if the relevant market is otherwise moving against a position or
in the event of trading halts or daily price movement limitations on the market. In addition, increased levels of
redemptions may result in increased illiquidity as more liquid assets are sold to fund redemptions. Moreover, these
risks may be exacerbated for the Company's alternative solutions platform. For example, if the Company's alternative
solutions platform invested in two or more hedge funds that each had illiquid positions in the same issuer, the
illiquidity risk for the Company's alternative solutions portfolios would be compounded. Furthermore, certain of the
investments of the Company's alternative solutions platform were in third party hedge funds that halted redemptions
in the recent past in the face of illiquidity and other issues, and could do so again in the future.

•

Hedge fund investments are subject to risks relating to investments in commodities, futures, options and other
derivatives, the prices of which are highly volatile and may be subject to the theoretically unlimited risk of loss in
certain circumstances. Price movements of commodities, futures and options contracts and payments pursuant to swap
agreements are influenced by, among other things, interest rates, changing supply and demand relationships, trade,
fiscal, monetary and exchange control programs and policies of governments and national and international political
and economic events and policies. The value of futures, options and swap agreements also depends upon the price of
the commodities underlying them. In addition, hedge funds' assets are subject to the risk of the failure of any of the
exchanges on which their positions trade. 
If the Company's or managed account's counterparty for any of its derivative or non-derivative contracts defaults on
the performance of those contracts, the Company may not be able to cover its exposure under the relevant contract.
The Company's funds and managed accounts enter into numerous types of financing arrangements with a wide array
of counterparties around the world, including loans, hedge contracts, swaps, repurchase agreements and other
derivative and non-derivative contracts. The terms of these contracts are generally complex and often customized and
generally are not subject to regulatory oversight. The Company is subject to the risk that the counterparty to one or
more of these contracts may default, either voluntarily or involuntarily, on its performance under the contract. Any
such default may occur at any time without notice. Additionally, the Company may not be able to take action to cover
its exposure if a counterparty defaults under such a contract, either because of a lack of the contractual ability or
because market conditions make it difficult to take effective action. The impact of market stress or counterparty
financial condition may not be accurately foreseen or evaluated and, as a result, the Company may not take sufficient
action to reduce its risks effectively.
Counterparty risk is accentuated where the fund or managed account has concentrated its transactions with a single or
small group of counterparties. Generally, hedge funds are not restricted from concentrating any or all of their
transactions with one counterparty. Moreover, the Company's internal review of the creditworthiness of their
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counterparties may prove inaccurate. The absence of a regulated market to facilitate settlement and the evaluation of
creditworthiness may increase the potential for losses.
In addition, these financing arrangements often contain provisions that give counterparties the ability to terminate the
arrangements if any of a number of defaults occurs with respect to the Company or its funds or managed accounts, as
the case may be, including declines in performance or assets under management and losses of key management
personnel, each of which may be beyond our control. In the event of any such termination, the Company's funds or
managed accounts may not be able to enter into alternative arrangements with other counterparties and our business
may be materially adversely affected.
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The Company may suffer losses in connection with the insolvency of prime brokers, custodians, administrators and
other agents whose services the Company uses and who may hold assets of the Company's funds.
All of the Company's funds use the services of prime brokers, custodians, administrators or other agents to carry out
certain securities transactions and to conduct certain business of the Company's funds. In the event of the insolvency
of a prime broker and/or custodian, the Company's funds might not be able to recover equivalent assets in full as they
may rank among the prime broker's and custodian's unsecured creditors in relation to assets which the prime broker or
custodian borrows, lends or otherwise uses. In addition, the Company's funds' cash held with a prime broker or
custodian (if any) may not be segregated from the prime broker's or custodian's own cash, and the funds will therefore
rank as unsecured creditors in relation thereto.
Operational risks relating to the failure of data processing systems and other information systems and technology may
disrupt our alternative investment business, result in losses and/or limit the business's operations and growth.
The Company's alternative investment business and its funds rely heavily on financial, accounting, trading and other
data processing systems to, among other things, execute, confirm, settle and record transactions across markets and
geographic locations in a time-sensitive, efficient and accurate manner. If any of these systems does not operate
properly or are disabled, the Company could suffer financial loss, a disruption of its business, liability to the
Company's funds, regulatory intervention and/or reputational damage. In addition, the Company's alternative
investment business is highly dependent on information systems and technology, and the cost of maintaining such
systems may increase from its current level. Such a failure to accommodate the operational needs of the Company's
alternative investment business , or an increase in costs related to such information systems, could have a material
adverse effect on the Company, both with respect to a decrease in the operational performance of its alternative
investment business and an increase in costs that may be necessary to improve such systems.
The Company depends on its presence in New York, New York, where most of the Company's alternative investment
personnel are located, for the continued operation of its business. We have taken precautions to limit the impact that a
disruption to operations at our New York headquarters could cause (for example, by ensuring that the Company can
operate independently of offices in other geographic locations). Although these precautions have been taken, a disaster
or a disruption in the infrastructure that supports our alternative investment business, including a disruption involving
electronic communications or other services used by the third parties with whom the Company's alternative
investment business conducts business (including the funds invested in by the Company’s fund of funds platform), or
directly affecting the New York, New York, headquarters, could have a material adverse impact on the Company's
ability to continue to operate its alternative investment business without interruption. The Company's disaster recovery
programs may not be sufficient to mitigate the harm that may result from such a disaster or disruption. In addition,
insurance might only partially reimburse us for our losses, if at all. Finally, the Company relies on third party service
providers for certain aspects of its business, including for certain information systems and technology and
administration of the Company's funds. Severe interruptions or deteriorations in the performance of these third parties
or failures of their information systems and technology could impair the quality of the Company's alternative
investment business operations and could impact the Company's reputation and materially adversely affect our
alternative investment business.
Certain of the Company's funds may invest in relatively high-risk, illiquid assets, and the Company may fail to realize
any profits from these activities for a considerable period of time or lose some or all of the principal amounts of these
investments.
Certain of the Company's funds and managed accounts (including the Enterprise Fund, COIL, and other investments,
in which the Company had approximately $102.4 million, $178.4 million, and $9.4 million, respectively, of its own
capital invested as of December 31, 2013) invest a portion of their assets in securities that are not publicly traded and
funds invested in by the Company's alternative solutions platform may do the same. In many cases, such funds may be
prohibited by contract or by applicable securities laws from selling such securities for a period of time or there may
not be a public market for such securities. Even if the securities are publicly traded, large holdings of securities can
often be disposed of only over a substantial length of time, exposing the investment returns to risks of downward
movement in market prices during the disposition period. Accordingly, under certain conditions, the Company's funds,
or funds invested in by the Company's alternative solutions platform, may be forced to either sell securities at lower
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prices than they had expected to realize or defer, potentially for a considerable period of time, sales that they had
planned to make. Investing in these types of investments can involve a high degree of risk, and the Company's funds
(including the Enterprise Fund, COIL and other private investments ) may lose some or all of the principal amount of
such investments, including our own invested capital.
Risk management activities may materially adversely affect the return on the Company's funds' investments if such
activities do not effectively limit a fund's exposure to decreases in investment values or if such exposure is
overestimated.
When managing the Company's funds' exposure to market risks, the relevant fund (or one of the funds invested in by
the Company's alternative solutions platform) may use forward contracts, options, swaps, caps, collars and floors or
pursue other strategies or use other forms of derivative financial instruments to limit its exposure to changes in the
relative values of
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investments that may result from market developments, including changes in interest rates, currency exchange rates
and asset prices. The success of such derivative transactions generally will depend on the Company's (or the
underlying fund manager's) ability to accurately predict market changes in a timely fashion, the degree of correlation
between price movements of a derivative instrument, the position being hedged, the creditworthiness of the
counterparty and other factors. As a result, these transactions may result in poorer overall investment performance
than if they had not been executed. Such transactions may also limit the opportunity for gain if the value of a hedged
position increases. For a variety of reasons, a perfect correlation between the instruments used in a hedging or other
derivative transaction and the position being hedged may not be attained. An imperfect correlation could give rise to a
loss. Also, it may not be possible to fully or perfectly limit exposure against all changes in the value of an investment
because the value of an investment is likely to fluctuate as a result of a number of factors, many of which will be
beyond the Company's (or the underlying fund manager's) control or ability to hedge.
Fluctuations in currency exchange rates could materially affect the Company's alternative investment business and its
results of operations and financial condition.
The Company uses U.S. dollars as its reporting currency. Investments in the Company's funds and managed accounts
are made in different currencies, including Euros, Pounds Sterling and Yen. In addition, the Company's funds and
managed accounts hold investments denominated in many foreign currencies. To the extent that the Company's
revenues from its alternative investment business are based on assets under management denominated in such foreign
currencies, our reported revenues may be significantly affected by the exchange rate of the U.S. dollar against these
currencies. Typically, an increase in the exchange rate between U.S. dollars and these currencies will reduce the
impact of revenues denominated in these currencies in the financial results of our alternative investment business. For
example, management fee revenues derived from each Euro of assets under management denominated in Euros will
decline in U.S. dollar terms if the value of the U.S. dollar appreciates against the Euro. In addition, the calculation of
the amount of assets under management is affected by exchange rate movements as assets under management
denominated in foreign currencies are converted to U.S. dollars. The Company's alternative investment business also
incurs a portion of its expenditures in currencies other than U.S. dollars. As a result, our alternative investment
business is subject to the effects of exchange rate fluctuations with respect to any currency conversions and the
Company’s ability to hedge these risks and the cost of such hedging or the Company’s decision not to hedge could
impact the performance of the Company's funds and our alternative investment business and its results of operations
and financial condition.
The due diligence process that the Company's alternative investment business undertakes in connection with
investments by the Company's funds is inherently limited and may not reveal all facts that may be relevant in
connection with making an investment.
Before making investments, particularly investments in securities that are not publicly traded, the Company endeavors
to conduct a due diligence review of such investment that it deems reasonable and appropriate based on the facts and
circumstances applicable to each investment. When conducting due diligence, the Company is often required to
evaluate critical and complex business, financial, tax, accounting, environmental and legal issues. Outside consultants,
legal advisors, accountants, investment bankers and financial analysts may be involved in the due diligence process in
varying degrees depending on the type of investment. Nevertheless, when conducting due diligence and making an
assessment regarding an investment, the Company is limited to the resources available, including information
provided by the target of the investment and, in some circumstances, third party investigations. The due diligence
investigation that the Company conducts with respect to any investment opportunity may not reveal or highlight all
relevant facts that may be necessary or helpful in evaluating such investment opportunity. Moreover, such an
investigation will not necessarily result in the investment being successful, which may adversely affect the
performance of the Company's funds and managed accounts and the Company's ability to generate returns on its own
invested capital from any such investment.
The Company's real estate business is subject to the risks inherent in the ownership and operation of real estate and the
construction and development of real estate.
The Company's real estate business is subject to the risks inherent in the ownership and operation of real estate and
real estate-related businesses and assets. These risks include those associated with general and local economic
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conditions, changes in supply of and demand for competing properties in an area, changes in environmental
regulations and other laws, various uninsured or uninsurable risks, natural disasters, changes in real property tax rates,
changes in interest rates, the reduced availability of mortgage financing which may render the sale or refinancing of
properties difficult or impracticable, environmental liabilities, contingent liabilities on disposition of assets, terrorist
attacks, war and other factors that are beyond our control. Further, the U.S. Environmental Protection Agency has
found that global climate change could increase the severity and perhaps the frequency of extreme weather events,
which could subject real property to increased weather-related risks in the coming years. There are also presently a
number of current and proposed regulatory initiatives, both domestically and globally, that are geared towards limiting
and scaling back the emission of greenhouse gases, which certain scientists have

16

Edgar Filing: COWEN GROUP, INC. - Form 10-K

36



Table of Contents

linked to global climate change. Although not known with certainty at this time, such regulation could adversely affect
the costs to construct and operate real estate in the coming years, such as through increased energy costs.
In recent years commercial real estate markets in the United States generally experienced major disruptions due to the
unprecedented lack of available capital, in the form of either debt or equity, and declines in value as a result of the
overall economic decline. If these conditions were to occur again transaction volume may drop precipitously,
negatively impacting the valuation and performance of the Company's real estate investments significantly.
Additionally, if the Company's real estate business acquires direct or indirect interests in undeveloped land or
underdeveloped real property, which may often be non-income producing, they will be subject to the risks normally
associated with such assets and development activities, including risks relating to the availability and timely receipt of
zoning and other regulatory or environmental approvals, the cost, potential for cost overruns and timely completion of
construction (including risks beyond the control of the investor, such as weather or labor conditions or material
shortages) and the availability of both construction and permanent financing on favorable terms.
The alternative investment industry is intensely competitive, which may adversely affect the Company's ability to
attract and retain investors and investment professionals.
The alternative investment industry is extremely competitive. Competition includes numerous international, national,
regional and local asset management firms and broker-dealers, commercial bank and thrift institutions, and other
financial institutions. Many of these institutions offer products and services that are similar to, or compete with, those
offered by us and have substantially more personnel and greater financial resources than the Company does. The key
areas for competition include historical investment performance, the ability to identify investment opportunities, the
ability to attract and retain the best investment professionals and the quality of service provided to investors. The
Company's ability to compete may be adversely affected if it underperforms in comparison to relevant benchmarks,
peer groups or competing asset managers. The competitive market environment may result in increased downward
pressure on fees, for example, by reduced management fee and incentive allocation percentages. The future results of
operations of the Company's alternative investment business are dependent in part on its ability to maintain
appropriate fee levels for its products and services. In the current economic environment, many competing asset
managers experienced substantial declines in investment performance, increased redemptions, or counterparty
exposures which impaired their businesses. Some of these asset managers have reduced their fees in an attempt to
avoid additional redemptions. Competition within the alternative investment industry could lead to pressure on the
Company to reduce the fees that it charges its clients for alternative investment products and services. A failure to
compete effectively may result in the loss of existing clients and business, and of opportunities to generate new
business and grow assets under management, each of which could have a material adverse effect on the Company's
alternative investment business and results of operations, financial condition and prospects. Furthermore,
consolidation in the alternative investment industry may accelerate, as many asset managers are unable to withstand
the substantial declines in investment performance, increased redemptions, and other pressures impacting their
businesses, including increased regulatory, compliance and control requirements. Some competitors may acquire or
combine with other competitors. The combined business may have greater resources than the Company does and may
be able to compete more effectively against the Company and rapidly acquire significant market share.
Increased regulatory focus could result in regulation that may limit the manner in which the Company and the
Company's funds invest and the types of investors that may invest in the Company's funds, materially impacting the
Company's business.
The Company's alternative investment business may be adversely affected if new or revised legislation or regulations
are enacted, or by changes in the interpretation or enforcement of existing rules and regulations imposed by the SEC,
other U.S. or foreign governmental regulatory authorities or self-regulatory organizations that supervise the financial
markets and their participants. Such changes could place limitations on the type of investor that can invest in
alternative investment funds or on the conditions under which such investors may invest. Further, such changes may
limit the scope of investing activities that may be undertaken by alternative investment managers as well as their
funds. It is impossible to determine the extent of the impact of any new or recently enacted laws, including the
Dodd-Frank Act, or any regulations or initiatives that may be proposed, or whether any of the proposals will become
law. Compliance with any new laws or regulations could be difficult and expensive and affect the manner in which the
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Company's alternative investment business conducts itself, which may adversely impact its results of operations,
financial condition and prospects.
Additionally, as a result of highly publicized financial scandals, investors, regulators and the general public have
exhibited concerns over the integrity of both the U.S. financial markets and the regulatory oversight of these markets.
As a result, the business environment in which Company's alternative investment business operates is subject to
heightened regulation. With respect to alternative investment funds, in recent years, there has been debate in both U.S.
and foreign governments about new rules or regulations, including increased oversight or taxation, in addition to the
recently enacted legislation described above. As calls for additional regulation have increased, there may be a related
increase in regulatory investigations of the trading and other investment activities of alternative investment funds,
including the Company's funds.
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Such investigations may impose additional expenses on the Company, may require the attention of senior
management and may result in fines if any of the Company's funds are deemed to have violated any regulations.
The Company's alternative investment business may suffer as a result of loss of business from key investors.
The loss of all or a substantial portion of the business provided by key investors could have a material impact on
income derived from management fees and incentive allocations and consequently have a material adverse effect on
our alternative investment business and results of operations or financial condition.
Risks Related to the Company's Broker-Dealer Business
The Company's broker-dealer business focuses principally on specific sectors of the economy, and deterioration in the
business environment in these sectors or a decline in the market for securities of companies within these sectors could
materially affect our broker-dealer business.
Cowen and Company focuses principally on the Target Sectors of the economy. Therefore, volatility in the business
environment in these sectors or in the market for securities of companies within these sectors could substantially affect
the Company's financial results and, thus, the market value of the Class A common stock. The business environment
for companies in these sectors has been subject to substantial volatility, and Cowen and Company's financial results
have consequently been subject to significant variations from year to year. The market for securities in each of Cowen
and Company's target sectors may also be subject to industry-specific risks. For example, changes in policies of the
United States Food and Drug Administration, along with changes in Medicare and government reimbursement
policies, may affect the market for securities of healthcare companies.
As an investment bank which focuses primarily on specific growth sectors of the economy, Cowen and Company also
depends significantly on private company transactions for sources of revenues and potential business opportunities. To
the extent the pace of these private company transactions slows or the average size declines due to a decrease in
private equity financings, difficult market conditions in Cowen and Company's target sectors or other factors, the
Company's business and results of operations may be adversely affected.
The financial results of the Company's broker-dealer business may fluctuate substantially from period to period, which
may impair the stock price of the Class A common stock.
Cowen and Company has experienced, and we expect to experience in the future, significant periodic variations in its
revenues and results of operations. These variations may be attributed in part to the fact that its investment banking
revenues are typically earned upon the successful completion of a transaction, the timing of which is uncertain and
beyond Cowen and Company's control. In most cases, Cowen and Company receives little or no payment for
investment banking engagements that do not result in the successful completion of a transaction. As a result, our
investment banking business is highly dependent on market conditions as well as the decisions and actions of its
clients and interested third parties. For example, a client's acquisition transaction may be delayed or terminated
because of a failure to agree upon final terms with the counterparty, failure to obtain necessary regulatory consents or
board or stockholder approvals, failure to secure necessary financing, adverse market conditions or unexpected
financial or other problems in the client's or counterparty's business. If the parties fail to complete a transaction on
which Cowen and Company is advising or an offering in which Cowen and Company is participating, we will earn
little or no revenue from the transaction, and we may incur significant expenses that may not be recouped. This risk
may be intensified by Cowen and Company's focus on growth companies in the Target Sectors as the market for
securities of these companies has experienced significant variations in the number and size of equity offerings. Many
companies initiating the process of an IPO are simultaneously exploring other strategic alternatives, such as a merger
and acquisition transaction. The Company's investment banking revenues would be adversely affected in the event
that an IPO for which it is acting as an underwriter is preempted by the company's sale if Cowen and Company is not
also engaged as a strategic advisor in such sale. As a result, our investment banking business is unlikely to achieve
steady and predictable earnings on a quarterly basis, which could in turn adversely affect the stock price of the
Class A common stock.
Pricing and other competitive pressures may impair the revenues of the Company's brokerage business.
Cowen and Company's brokerage business accounted for approximately 68% of Cowen and Company's revenues
during 2013. Along with other firms, Cowen and Company has experienced price competition in this business in
recent years. In particular, the ability to execute trades electronically and through alternative trading systems has
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increased the pressure on trading commissions and spreads. We expect to continue to experience competitive
pressures in these and other areas in the future as some of our competitors in the investment banking industry seek to
obtain market share by competing on the basis of price or use their own capital to facilitate client trading activities. In
addition, the Company faces pressure from Cowen and Company's larger competitors, who may be better able to offer
a broader range of complementary products and services to clients in order to win their trading business. We are
committed to maintaining and improving Cowen and Company's
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comprehensive research coverage to support its brokerage business and the Company may be required to make
additional investments in Cowen and Company's research capabilities.
Cowen and Company faces strong competition from larger firms.
The research, brokerage and investment banking industries are intensely competitive, and the Company expects them
to remain so. Cowen and Company competes on the basis of a number of factors, including client relationships,
reputation, the abilities of Cowen and Company's professionals, market focus and the relative quality and price of
Cowen and Company's services and products. Cowen and Company has experienced intense price competition in
some of its businesses, including trading commissions and spreads in its brokerage business. In addition, pricing and
other competitive pressures in investment banking, including the trends toward multiple book runners, co-managers
and financial advisors, and a larger share of the underwriting fees and discounts being allocated to the book-runners,
could adversely affect the Company's revenues from its investment banking business.
Cowen and Company is a relatively small investment bank. Many of Cowen and Company's competitors in the
research, brokerage and investment banking industries have a broader range of products and services, greater financial
resources, larger customer bases, greater name recognition and marketing resources, a larger number of senior
professionals to serve their clients' needs, greater global reach and more established relationships with clients than
Cowen and Company has. These larger competitors may be better able to respond to changes in the research,
brokerage and investment banking industries, to compete for skilled professionals, to finance acquisitions, to fund
internal growth and to compete for market share generally.
The scale of our competitors in the investment banking industry has increased in recent years as a result of substantial
consolidation among companies in the research, brokerage and investment banking industries. In addition, a number
of large commercial banks and other broad-based financial services firms have established or acquired underwriting or
financial advisory practices and broker- dealers or have merged with other financial institutions. These firms have the
ability to offer a wider range of products than Cowen and Company does which may enhance their competitive
position. They also have the ability to support their investment banking and advisory groups with commercial banking
and other financial services in an effort to gain market share, which has resulted, and could further result, in pricing
pressure in Cowen and Company's businesses. If we are unable to compete effectively with our competitors in the
investment banking industry, the Company's business and results of operations may be adversely affected.
The Company's capital markets and strategic advisory engagements are singular in nature and do not generally
provide for subsequent engagements.
The Company's investment banking clients generally retain Cowen and Company on a short-term,
engagement-by-engagement basis in connection with specific capital markets or mergers and acquisitions transactions,
rather than on a recurring basis under long-term contracts. As these transactions are typically singular in nature and
Cowen and Company's engagements with these clients may not recur, Cowen and Company must seek out new
engagements when its current engagements are successfully completed or are terminated. As a result, high activity
levels in any period are not necessarily indicative of continued high levels of activity in any subsequent period. If
Cowen and Company is unable to generate a substantial number of new engagements that generate fees from new or
existing clients, the Company's investment banking business and results of operations would likely be adversely
affected.
Larger and more frequent capital commitments in the Company's trading and underwriting businesses increase the
potential for significant losses.
There has been a trend toward larger and more frequent commitments of capital by financial services firms in many of
their activities. For example, in order to compete for certain transactions, investment banks may commit to purchase
large blocks of stock from publicly traded issuers or significant stockholders, instead of the more traditional marketed
underwriting process in which marketing is completed before an investment bank commits to purchase securities for
resale. To the extent the total net capital of the Company's broker-dealers allows it, the Company anticipates
participating in this trend and, as a result, Cowen and Company will be subject to increased risk as it commits capital
to facilitate business. As of December 31, 2013, Cowen and Company has total net capital of approximately $36.4
million. Furthermore, Cowen and Company may suffer losses as a result of the positions taken in these transactions
even when economic and market conditions are generally favorable for others in the industry.
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Cowen and Company may enter into large transactions in which it commits its own capital as part of its trading
business to facilitate client trading activities. The number and size of these large transactions may materially affect
Cowen and Company's results of operations in a given period. Market fluctuations may also cause Cowen and
Company to incur significant losses from its trading activities. To the extent that Cowen and Company owns assets
(i.e., has long positions), a downturn in the value of those assets or in the markets in which those assets are traded
could result in losses. Conversely, to the extent that Cowen and Company has sold assets it does not own (i.e., has
short positions), in any of those markets, an upturn in the value
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of those assets or in markets in which those assets are traded could expose the Company's investment banking
business to potentially large losses as it attempts to cover short positions by acquiring assets in a rising market.
Operational risks relating to the failure of data processing systems and other information systems and technology or
other infrastructure may disrupt the Company's broker-dealer business, result in losses or limit the our operations and
growth in the industry.
The Company's broker-dealer business is highly dependent on its ability to process, on a daily basis, a large number of
transactions across diverse markets, and the transactions that the Company processes have become increasingly
complex. The inability of the Company's systems to accommodate an increasing volume of transactions could also
constrain the Company's ability to expand its broker-dealer business. If any of these systems do not operate properly
or are disabled, or if there are other shortcomings or failures in the Company's internal processes, people or systems,
the Company could suffer impairments, financial loss, a disruption of its broker-dealer business, liability to clients,
regulatory intervention or reputational damage.
The Company has outsourced certain aspects of its technology infrastructure including data centers and wide area
networks, as well as some trading applications. The Company is dependent on its technology providers to manage and
monitor those functions. A disruption of any of the outsourced services would be out of the Company's control and
could negatively impact our broker-dealer business. The Company has experienced disruptions on occasion, none of
which has been material to the Company's operations and results. However, there can be no guarantee that future
material disruptions with these providers will not occur.
The Company also faces the risk of operational failure of or termination of relations with any of the clearing agents,
exchanges, clearing houses or other financial intermediaries that the Company uses to facilitate its securities
transactions. Any such failure or termination could adversely affect the Company's ability to effect transactions and to
manage its exposure to risk.
In addition, the Company's ability to conduct its broker-dealer business may be adversely impacted by a disruption in
the infrastructure that supports Company and the communities in which we are located. This may affect, among other
things, the Company's financial, accounting or other data processing systems. This may include a disruption involving
electrical, communications, transportation or other services used by us or third parties with which the Company
conducts business, whether due to fire, other natural disaster, power or communications failure, act of terrorism or war
or otherwise. Nearly all of our broker-dealer employees in our primary locations in New York, Boston, San Francisco
and London work in close proximity to each other. Although the Company has a formal disaster recovery plan in
place, if a disruption occurs in one location and our broker-dealer employees in that location are unable to
communicate with or travel to other locations, the Company's ability to service and interact with its clients may suffer,
and the Company may not be able to implement successfully contingency plans that depend on communication or
travel.
Our investment banking business also relies on the secure processing, storage and transmission of confidential and
other information in its computer systems and networks. The Company's computer systems, software and networks
may be vulnerable to unauthorized access, computer viruses or other malicious code and other events that could have
a security impact. If one or more of such events occur, this could jeopardize our or our broker-dealer clients' or
counterparties' confidential and other information processed and stored in, and transmitted through, the Company's
computer systems and networks, or otherwise cause interruptions or malfunctions in our broker-dealer business', its
clients', its counterparties' or third parties' operations. The Company may be required to expend significant additional
resources to modify its protective measures, to investigate and remediate vulnerabilities or other exposures or to make
required notifications, and the Company may be subject to litigation and financial losses that are either not insured
against or not fully covered through any insurance maintained by the Company.
The Company provides guaranties to Cowen Equity Finance's counterparties and if the Company is required to
perform under those guaranties our business would be adversely affected.
In the securities lending business, customers typically require their counterparties to have substantial capital. The
Company has provided guaranties to counterparties in order to induce those counterparties to trade with Cowen Equity
Finance, our entity that engages in the securities lending business. While these guaranties are limited to obligations
arising under the contracts relating to our securities lending business, in the event of non performance by Cowen
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Equity Finance, if the Company were required to perform under those guaranties, our business would be adversely
affected.
The market structure in which our market-making business operates may continue to change or lose its viability,
making it difficult for this business to achieve or maintain profitability.
        Market structure changes have had an adverse affect on the results of operations of our market-making business.
These changes may make it difficult for us to maintain and/or predict levels of profitability of, or may cause us to
generate losses in, our market-making business.
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The growth of electronic trading and the introduction of new technology in the markets in which our market-making
business operates may adversely affect this business and may increase competition.
        The continued growth of electronic trading and the introduction of new technologies is changing our
market-making business and presenting new challenges. Securities, futures and options transactions are increasingly
occurring electronically, through alternative trading systems. It appears that the trend toward alternative trading
systems will continue to accelerate. This acceleration could further increase program trading, increase the speed of
transactions and decrease our ability to participate in transactions as principal, which would reduce the profitability of
our market-making business. Some of these alternative trading systems compete with our market-making business and
with our algorithmic trading platform, and we may experience continued competitive pressures in these and other
areas. Significant resources have been invested in the development of our electronic trading systems, which includes
our ATM business, but there is no assurance that the revenues generated by these systems will yield an adequate
return on the investment, particularly given the increased program trading and increased percentage of stocks trading
off of the historically manual trading markets.
Item 1B.    Unresolved Staff Comments
None.
Item 2.    Properties
Our main offices, all of which are leased, are located in New York City, Boston, San Francisco and London. Our other
offices, all of which are leased, are located in Atlanta, Chicago, Stamford, Geneva, Purchase (New York),
Luxembourg, Hong Kong, Beijing and Shanghai. Our corporate headquarters are located at 599 Lexington Avenue,
New York, New York, and comprise approximately 91,124 square feet of leased space pursuant to lease agreements
expiring in 2022. We lease approximately 19,000 square feet of space at Two International Place in Boston pursuant
to a lease agreement expiring in 2023, which is used primarily by our broker-dealer segment. In San Francisco, we
lease approximately 29,072 square feet of space at 555 California Street, pursuant to a lease agreement expiring in
2015 which is used by our broker-dealer segment. Our London offices are located at Broadgate West Phase II, 1
Snowden Street, subject to a lease agreement expiring in 2017 that is used by our alternative investment and
broker-dealer segments, respectively.
Item 3.    Legal Proceedings    
In the ordinary course of business, we are named as defendants in, or as parties to, various legal actions and
proceedings. Certain of these actions and proceedings assert claims or seek relief in connection with alleged violations
of securities, banking, anti-fraud, anti-money laundering, employment and other statutory and common laws. Certain
of these actual or threatened legal actions and proceedings include claims for substantial or indeterminate
compensatory or punitive damages, or for injunctive relief. 
In the ordinary course of business, we are also subject to governmental and regulatory examinations, information
gathering requests (both formal and informal), certain of which may result in adverse judgments, settlements, fines,
penalties, injunctions or other relief. Certain of our affiliates and subsidiaries are investment banks, registered
broker-dealers, futures commission merchants, investment advisers or other regulated entities and, in those capacities,
are subject to regulation by various U.S., state and foreign securities, commodity futures and other regulators. In
connection with formal and informal inquiries by these regulators, we receive requests, and orders seeking documents
and other information in connection with various aspects of our regulated activities.
Due to the global scope of our operations, and presence in countries around the world, we may be subject to litigation,
and governmental and regulatory examinations, information gathering requests, investigations and proceedings (both
formal and informal), in multiple jurisdictions with legal and regulatory regimes that may differ substantially, and
present substantially different risks, from those we are subject to in the United States.
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The Company seeks to resolve all litigation and regulatory matters in the manner management believes is in the best
interests of the Company and its shareholders, and contests liability, allegations of wrongdoing and, where applicable,
the amount of damages or scope of any penalties or other relief sought as appropriate in each pending matter. 
In accordance with the US GAAP, the Company establishes reserves for contingencies when the Company believes
that it is probable that a loss has been incurred and the amount of loss can be reasonably estimated. The Company
discloses a contingency if there is at least a reasonable possibility that a loss may have been incurred and there is no
reserve for the loss because the conditions above are not met. The Company's disclosure includes an estimate of the
reasonably possible loss or range of loss for those matters, for which an estimate can be made. Neither a reserve nor
disclosure is required for losses that are deemed remote.
The Company appropriately reserves for certain matters where, in the opinion of management, the likelihood of
liability is probable and the extent of such liability is reasonably estimable. Such amounts are included within
accounts payable, accrued expenses and other liabilities in the consolidated statements of financial condition.
Estimates, by their nature, are based on judgment and currently available information and involve a variety of factors,
including, but not limited to, the type and nature of the litigation, claim or proceeding, the progress of the matter, the
advice of legal counsel, the Company's defenses and its experience in similar cases or proceedings as well as its
assessment of matters, including settlements, involving other defendants in similar or related cases or proceedings.
The Company may increase or decrease its legal reserves in the future, on a matter-by-matter basis, to account for
developments in such matters. The Company accrues legal fees as incurred. 
Item 4. Mine Safety Disclosures
Not Applicable.
PART II
Item 5.    Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities
Stock Price Information and Stockholders
Our Class A common stock is listed and trades on the NASDAQ Global Market under the symbol "COWN." As of
February 28, 2014, there were approximately 66 holders of record of our Class A common stock. This number does
not include stockholders for whom shares were held in "nominee" or "street" name.
The following table contains historical quarterly price information for the year ended December 31, 2013. On
February 28, 2014, the last reported sale price of our Class A common stock was $4.28.
2013 Fiscal Year High Low
First Quarter $2.95 $2.40
Second Quarter 3.29 2.45
Third Quarter 3.69 2.92
Fourth Quarter 4.13 3.45

2012 Fiscal Year High Low
First Quarter $2.98 $2.53
Second Quarter 2.85 2.24
Third Quarter 2.95 2.26
Fourth Quarter 2.91 2.16
Dividend Policy
We have never declared or paid any cash dividends on Class A common stock or any other class of stock. Any
payment of cash dividends on stock in the future will be at the discretion of our board of directors and will depend
upon our results of operations, earnings, capital requirements, financial condition, future prospects, contractual
restrictions and other factors deemed relevant by our board of directors. We currently intend to retain any future
earnings to fund the operation, development and expansion of our business, and therefore we do not anticipate paying
any cash dividends in the foreseeable future.
Issuer Purchases of Equity Securities: Sales of Unregistered Securities
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The Company's Board of Directors has approved a share repurchase program that authorizes the Company to purchase
up to $50.0 million of Cowen Class A common stock from time to time through a variety of methods, including in the
open market
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or through privately negotiated transactions, in accordance with applicable securities laws. During the year ended
December 31, 2013, through the share repurchase program, the Company repurchased 3,402,619 shares of Cowen
Class A common stock at an average price of $3.76 per share.
In December 2013, the Company also reissued 24,744 shares of treasury stock valued at $65,000 in the aggregate
based on the volume weighted average price over the term of an agreement for services provided to the Company.
This issuance of treasury stock was made in reliance upon the exemption from the registration requirements of the
Securities Act of 1933 provided by Section 4(a)(2) thereof for transaction by an issuer not involving any public
offering.
The table below sets forth the information with respect to purchases made by or on the behalf of the Company or any
“affiliated purchaser” (as defined in Rule 10b-18(a)(3) under the Securities Exchange Act of 1934, as amended), of our
common stock during the year ended December 31, 2013.

Period
Total Number
of Shares
Purchased

Average
Price Paid
per Share

Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs

Maximum Number
of Shares That May
Yet Be Purchased
Under the Plans or
Programs

Month 1 (January 1, 2013 – January 31,
2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) — $— — —
Total —

Month 2 (February 1, 2013 – February
28, 2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) 155,295 $2.66 — —
Total 155,295

Month 3 (March 1, 2013 – March 31,
2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) — $— — —
Total —

Month 4 (April 1, 2013 – April 30, 2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) — $— — —
Total —

Month 5 (May 1, 2013 – May 31, 2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) 403,865 $2.80 — —
Total 403,865

Month 6 (June 1, 2013 – June 30, 2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) 479,449 $3.13 — —
Total 479,449
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Month 7 (July 1, 2013 – July 31, 2013)
Common stock repurchases(1) — $— — — (3)
Employee transactions(2) 16,538 $3.34 — —
Total 16,538

Month 8 (August 1, 2013 – August 31,
2013)
Common stock repurchases(1) 561,919 $3.48 — — (3)
Employee transactions(2) 55,455 $3.60 — —
Total 617,374
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