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Unless the context otherwise requires, references in this prospectus to “Cowen,” “we,” “us,” and “our” refer to Cowen Group, Inc. and its
subsidiaries. The Cowen and Company, LLC logo and the other trademarks, tradenames and service marks of Cowen and Company, LLC mentioned in this

report, including Cowen and Company, LLC, are the property of Cowen Group, Inc.
You should rely only on the information contained in or incorporated by reference in this prospectus. We have not authorized anyone to provide you
with information that is different from that information. The selling stockholder is offering to sell, and seeking offers to buy, shares of our common stock
only in jurisdictions where offers and sales are permitted. The information contained in or incorporated by reference in this prospectus is accurate only as of
the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of common stock.
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PROSPECTUS SUMMARY
This summary highlights important features of this offering and the information included or incorporated by reference in this prospectus. This
summary does not contain all of the information that you should consider before investing in our common stock. You should read the entire prospectus
carefully, especially the risks of investing in our common stock discussed under “Risk Factors.”
COWEN GROUP, INC.
We are an investment bank dedicated to providing superior research, sales and trading and investment banking services to companies and institutional investor
clients primarily in the healthcare, technology, media and telecommunications, alternative energy, consumer and aerospace and defense sectors. We use a
team-based approach to deliver customized solutions to our clients, and we provide our clients with frequent and consistent interaction with our senior
professionals. We believe the experience and talent of our professionals enable us to deliver the specialized advice and differentiated services our clients
demand.
Our firm has a rich history beginning with the founding of Cowen in 1918 in New York City as a bond brokerage firm and continuing to our current position
as an investment bank focused on key sectors of the economy. In 1998, our firm was acquired by Société Générale, one of the largest financial services firms
in Europe. On July 12, 2006, following the transfer by SG Americas Securities Holdings, Inc. of all of its interest in Cowen and Company, LLC and Cowen
International Limited to us in exchange for 12,899,900 shares of our common stock, we again became an independent company as a result of our initial public
offering (IPO). All of the shares sold in our IPO were held by SG Americas Securities Holdings, Inc. The shares covered by this prospectus are shares that
were held by SG Americas Securities Holdings, Inc. prior to the IPO and represent the balance of the shares owned by SG Americas Securities Holdings, Inc.
following the consummation of the IPO.
Cowen Group, Inc.’s principal executive offices are located at 1221 Avenue of Americas, New York, New York 10020, our telephone number at that address
is (646) 562-1000 and our Internet address is http://www.cowen.com. The information on our Internet website is not incorporated by reference in this
prospectus, and you should not consider it to be a part of this document. Our website address is included as an inactive textual reference only.
THE OFFERING
Common stock offered by selling stockholder

1,382,608 shares

Use of proceeds

We will not receive any proceeds from the sale of shares in this offering.

Nasdaq Global Market symbol

COWN
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RISK FACTORS
Investing in our common stock involves a high degree of risk. You should carefully consider the risks and uncertainties described below before
purchasing our common stock. The risks and uncertainties described below are not the only ones facing our company. Additional risks and uncertainties
may also impair our business operations. If any of the following risks actually occur, our business, financial condition or results of operations would likely
suffer. In that case, the trading price of our common stock could fall, and you may lose all or part of the money you paid to buy our common stock.
Risks Related to Our Business
We focus 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 adversely affect our business.
We focus principally on the healthcare, technology, media and telecommunications, alternative energy, consumer and aerospace & defense 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 our financial results and the market value of our common stock. The business environment for companies in these sectors has been subject
to substantial volatility, and our financial results have consequently been subject to significant variations from year to year. The market for securities in each
of our 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 focused principally on specific growth sectors of the economy, we also depend significantly on private company transactions for
sources of revenues and potential business opportunities. Most of these private company clients are initially funded and controlled by private equity firms. 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 our target sectors or other factors, our business and results of operations may be adversely affected.

Underwriting and other capital raising transactions, strategic advisory engagements and related trading activities in our target sectors represent a significant
portion of our business. This concentration of activity exposes us to the risk of substantial declines in revenues in the event of downturns in these sectors. For
example, from 2004 to 2005, the sectors in which we operate experienced a significant drop in the total amount of public equity capital raised. Total public
equity capital raised in our sectors fell from $78.0 billion in 2004 to $60.3 billion in 2005, a decrease of 23%. The total number of transactions also fell
significantly, from 466 transactions in 2004 to 331 transactions in 2005, a decrease of 29%. Any future downturns in our target sectors could materially
adversely affect our business and results of operations.
Our financial results may fluctuate substantially from period to period, which may impair our stock price.
We have experienced, and expect to experience in the future, significant periodic variations in our revenues and results of operations. These variations may be
attributed in part to the fact that our investment banking revenues are typically earned upon the successful completion of a transaction, the timing of which is
uncertain and beyond our control. In most cases, we receive little or no payment for investment banking engagements that do not result in the successful
completion of a transaction. As a result, our business is highly dependent on market conditions as well as the decisions and actions of our 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 we are
advising or an offering in which we are participating, we will earn little or no revenue from the transaction. This risk may be intensified by our focus on
growth companies in the healthcare, technology, media and telecommunications, alternative energy, consumer and aerospace & defense sectors as the market
for securities of these companies has experienced significant variations in the number and size of equity offerings. Recently, more companies initiating the
process of an initial public offering are simultaneously
4

exploring merger and acquisition exit opportunities. Our investment banking revenues would be adversely affected in the event that an initial public offering
for which we are acting as an underwriter is preempted by the company’s sale if we are not also engaged as a strategic advisor in such sale.
As a result, we are unlikely to achieve steady and predictable earnings on a quarterly basis, which could in turn adversely affect our stock price. For more
information, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations” in our Annual Report on Form 10-K for the year
ended December 31, 2006 and in our Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2007, June 30, 2007 and September 30,
2007.
Our ability to retain our senior professionals is critical to the success of our business, and our failure to do so may materially adversely affect our
reputation, business and results of operations.
Our people are our most valuable resource. Our ability to obtain and successfully execute the business mandates that generate a significant portion of our
revenues 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 a critical element in obtaining and executing client engagements. We encounter intense competition for
qualified employees from other companies in the investment banking industry as well as from businesses outside the investment banking industry, such as
hedge funds and private equity funds. From time to time, we have experienced departures of investment banking, sales and trading, research and other
professionals. Losses of key personnel may occur in the future. In addition, if any of our bankers or executive officers were to join an existing competitor or
form a competing company, some of our clients could choose to use the services of that competitor instead of our services.
Pricing and other competitive pressures may impair the revenues of our sales and trading business.
We derive a significant portion of our revenues from our sales and trading business, which accounted for approximately 46% of our revenues in 2006 and
60% of our revenues for the nine months ended September 30, 2007. Along with other firms, we have experienced intense price competition in this business
in recent years. In particular, the ability to execute trades electronically and through alternative trading systems has increased the pressure on trading
commissions and spreads. We expect pricing pressures in the business to continue. Decimalization in securities trading, introduced in 2000, has also reduced
revenues and lowered margins within the equity sales and trading divisions of many firms, including ours. We believe we may experience competitive
pressures in these and other areas in the future as some of our competitors seek to obtain market share by competing on the basis of price or use their own
capital to facilitate client trading activities. In addition, we face pressure from our larger competitors, which may be better able to offer a broader range of
complementary products and services to clients in order to win their trading business. As we are committed to maintaining and improving our comprehensive
research coverage in our target sectors to support our sales and trading business, we may be required to make substantial investments in our research
capabilities. If we are unable to compete effectively in these areas, the revenues of our sales and trading business may decline, and our business and results of
operations may be adversely affected.
Our sales and trading and research businesses may be adversely affected by changes in laws and regulations and industry practices.
Changes in laws and regulations governing sales and trading and research activities could adversely affect our results of operations. The staff of the Securities
and Exchange Commission (SEC) has indicated that it is considering rulemaking in this area, and we cannot predict the effect that such rulemaking may have
on our sales and trading business.
Changes in industry practices may also adversely affect our results of operations. Historically, our clients have paid us for research through commissions on
trades. In 2005, the large fund manager Fidelity Investments entered into arrangements with certain financial institutions of which it is a client, pursuant to
which Fidelity Investments agreed to pay separately for trading and research services, a process known as “unbundling.” Previously, Fidelity Investments had,
like other fund managers, paid for research from those financial institutions through the commissions that it had paid to those financial institutions for trading
services. As a result of unbundling, the
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financial institutions will charge lower commissions per trade but will receive separate compensation for research that they provide to Fidelity Investments.
We are a party to unbundling arrangements with several institutional investors. We may enter into additional unbundling arrangements in the future. It is
uncertain whether unbundling arrangements will become an industry trend, and if so, to what extent. Furthermore, we cannot predict the consequences on our
business of these arrangements, nor can we predict the impact on our business if unbundling develops as an industry trend.
If unbundling becomes prevalent, more of our sales and trading clients may pay us separately for our research. If they do, there can be no assurance that our
revenues from these clients will not decrease from current levels. If our clients wish to purchase sales and trading and research services separately, there can
be no assurance that we will be able to market our services on that basis as effectively as some of our competitors, in which case our business could be
adversely affected.
We face strong competition from larger firms.
The research, sales and trading and investment banking industries are intensely competitive, and we expect them to remain so. We compete on the basis of a
number of factors, including client relationships, reputation, the abilities of our professionals, market focus and the relative quality and price of our services
and products. We have experienced intense price competition in some of our businesses, including trading commissions and spreads in our sales and trading
business. In addition, pricing and other competitive pressures in investment banking, including the trends toward multiple bookrunners, co-managers and
financial advisors, could adversely affect our revenues.
We are a relatively small investment bank. Many of our competitors in the research, sales and trading 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 we have. These larger and better
capitalized competitors may be better able to respond to changes in the research, sales and trading 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 has increased in recent years as a result of substantial consolidation among companies in the research, sales and trading 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 we do which may enhance their competitive position. They also have the ability to support their investment banking 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 our
businesses. In particular, the ability to provide debt financing has become an important advantage for some of our larger competitors. We do not provide debt
financing and are just beginning to develop debt arrangement capabilities, and therefore we may be unable to compete as effectively for clients in a significant
part of the investment banking market. If we are unable to compete effectively with our competitors, our business and results of operations will be adversely
affected.
We have incurred losses in recent periods and may incur losses in the future.
We have incurred losses in several recent periods and also recorded net losses in certain quarters within other fiscal years. We may incur losses in any of our
future periods. From 1998 until our IPO in July 2006, most of our funding requirements were met through contributions from Société Générale. Société
Générale no longer has any reason to contribute funds to us. If we are unable to raise funds to finance future losses, those losses may have a significant effect
on our liquidity as well as our ability to operate.
In addition, we may incur significant expenses in connection with any expansion, strategic acquisition or investment. Accordingly, we will need to increase
our revenues at a rate greater than our expenses to achieve and maintain profitability. If our revenues do not increase sufficiently, or even if our revenues
increase but we are unable to manage our expenses, we will not achieve and maintain profitability in future periods.
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As a result of our separation from Société Générale and our becoming a public company, certain of our expenses increased. For example, in 2006, we entered
into an amended lease with Société Générale for our New York headquarters at an increased cost. In addition, our effective tax rate in 2006 increased because
our U.S. business had operating income without the benefit of net operating loss carryforwards to offset federal and most state and local income taxes. Our
effective tax rate increased again in 2007, our first full year as an independent public company. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our Annual Report on Form 10-K for the year ended December 31, 2006 and in our Quarterly Reports on Form 10-Q
for the quarterly periods ended March 31, 2007, June 30, 2007 and September 30, 2007.
Our capital markets and strategic advisory engagements are singular in nature and do not generally provide for subsequent engagements.
Our investment banking clients generally retain us 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 our
engagements with these clients may not recur, we must seek out new engagements when our 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 we are
unable to generate a substantial number of new engagements that generate fees from new or existing clients, our business and results of operations would
likely be adversely affected.
Larger and more frequent capital commitments in our trading and underwriting businesses increase the potential for significant losses.
There is a trend toward larger and more frequent commitments of capital by financial services firms in many of their activities. For example, in order to win
business, investment banks are increasingly committing 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 typically completed before an investment bank commits to purchase securities for
resale. We anticipate participating in this trend and, as a result, we will be subject to increased risk as we commit capital to facilitate business. Furthermore,

we 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.
We may enter into large transactions in which we commit our own capital as part of our trading business to facilitate client trading activities. The number and
size of these large transactions may materially affect our results of operations in a given period. Market fluctuations may also cause us to incur significant
losses from our trading activities. To the extent that we own assets, i.e., have 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 we have sold assets we do not own, i.e., have short positions, in any of those
markets, an upturn in those markets could expose us to potentially large losses as we attempt to cover our short positions by acquiring assets in a rising
market.
In the event we require additional capital for our business or to fund losses, we will need to seek such capital through the sale of additional common stock, the
issuance of debt securities, or through other debt financings.
Limitations on our access to capital could impair our liquidity and our ability to conduct our businesses.
Liquidity, or ready access to funds, is essential to financial services firms. Failures of financial institutions have often been attributable in large part to
insufficient liquidity. Liquidity is of particular importance to our trading business and perceived liquidity issues may affect our clients’ and counterparties’
willingness to engage in brokerage transactions with us. Our liquidity could be impaired due to circumstances that we may be unable to control, such as a
general market disruption or an operational problem that affects our trading clients, third parties or us. Further, our ability to sell assets may be impaired if
other market participants are seeking to sell similar assets at the same time.
Cowen and Company, LLC, our U.S. broker-dealer subsidiary, is subject to the net capital requirements of the SEC and various self-regulatory organizations
of which it is a member. 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
7

kept in relatively liquid form. Cowen International Limited, our registered U.K. broker-dealer subsidiary, is subject to the capital requirements of the U.K.
Financial Services Authority. Any failure to comply with these capital requirements could impair our ability to conduct our business.
Our operations and infrastructure may malfunction or fail.
Our businesses are highly dependent on our ability to process, on a daily basis, a large number of transactions across diverse markets, and the transactions we
process have become increasingly complex. The inability of our systems to accommodate an increasing volume of transactions could also constrain our
ability to expand our businesses. If any of these systems do not operate properly or are disabled, or if there are other shortcomings or failures in our internal
processes, people or systems, we could suffer impairments, financial loss, a disruption of our businesses, liability to clients, regulatory intervention or
reputational damage.
We have outsourced certain aspects of our technology infrastructure including data centers, disaster recovery systems, and wide area networks, as well as
some trading applications. We are dependent on our technology providers to manage and monitor those functions. A disruption of any of the outsourced
services would be out of our control and could negatively impact our business. We have experienced disruptions on occasion, none of which has been material
to our operations and results. However, there can be no guarantee that future material disruptions with these providers will not occur.
We also face the risk of operational failure of or termination of relations with any of the clearing agents, exchanges, clearing houses or other financial
intermediaries we use to facilitate our securities transactions. Any such failure or termination could adversely affect our ability to effect transactions and to
manage our exposure to risk.
In addition, our ability to conduct business may be adversely impacted by a disruption in the infrastructure that supports our businesses and the communities
in which we are located. This may affect, among other things, our 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 we conduct business, whether due to fire, other
natural disaster, power or communications failure, act of terrorism or war or otherwise. Nearly all of our employees in our primary locations in New York
City, Boston, San Francisco and London work in close proximity to each other. Although we have a formal disaster recovery plan in place, if a disruption
occurs in one location and our employees in that location are unable to communicate with or travel to other locations, our ability to service and interact with
our clients may suffer, and we may not be able to implement successfully contingency plans that depend on communication or travel.
Our operations also rely on the secure processing, storage and transmission of confidential and other information in our computer systems and networks.
Although we take protective measures and endeavor to modify them as circumstances warrant, our 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 clients’ or counterparties’ confidential and other information processed and stored in, and transmitted through, our
computer systems and networks, or otherwise cause interruptions or malfunctions in our, our clients’, our counterparties’ or third parties’ operations. We may
be required to expend significant additional resources to modify our protective measures, to investigate and remediate vulnerabilities or other exposures or to
make required notifications, and we may be subject to litigation and financial losses that are either not insured against or not fully covered through any
insurance maintained by us.
Strategic investments or acquisitions and joint ventures, or our entry into new business areas, may result in additional risks and uncertainties in our
business.
We have grown and intend to continue to grow our core businesses both through internal expansion and through strategic investments, acquisitions or joint
ventures. When we make strategic investments or acquisitions or enter into joint ventures, we expect to face numerous risks and uncertainties in combining or
integrating the relevant businesses and systems, including the need to combine accounting and data processing systems and management controls and to
integrate relationships with customers and business partners. In January 2006, we entered into a venture with two of our employees to hold a minority interest
in Cowen Quantitative Strategies LLC, a market neutral statistical arbitrage proprietary trading program. Our participation in this venture, and any other
ventures that
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we may enter into, may subject us to additional risks and uncertainties because we may be dependent upon, and subject to liability, losses or reputational
damage relating to, systems, controls and personnel that are not under our control. Conflicts or disagreements between us and the other members of a venture
may negatively impact our businesses. In addition, future acquisitions or joint ventures may involve the issuance of additional shares of our common stock,
which may dilute our stockholders’ ownership of our firm. Furthermore, any future acquisitions of businesses or facilities could entail a number of risks,
including:

•

problems with the effective integration of operations;

•

inability to maintain key pre-acquisition business relationships;

•

increased operating costs;

•

exposure to unanticipated liabilities; and

•

difficulties in realizing projected efficiencies, synergies and cost savings.

At the end of 2006 we announced our entry into asset management services, and in early 2007, we expanded our asset management activities through the
formation of Cowen Healthcare Royalty Partners. In the beginning of 2007, we also expanded our sector coverage into alternative energy and aerospace &
defense. Our expansion into these areas, as well as our further expansion into merchant banking, will require significant resources and/or may result in
significant unanticipated losses, costs or liabilities. In addition, expansions, acquisitions or joint ventures may require significant managerial attention, which
may be diverted from our other operations. These capital, equity and managerial commitments may impair the operation of our businesses.
Failure to achieve and maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley Act could have a material adverse effect
on our ability to report our financial results timely and accurately and on our stock price.
We are in the process of testing our internal control procedures in order to satisfy the requirements of Section 404 of the Sarbanes-Oxley Act, which requires
annual management assessments of the effectiveness of our internal controls over financial reporting. We are required to complete our initial assessment by
the filing of our Form 10-K for the year ended December 31, 2007. During the course of our testing, we may identify deficiencies which we may not be able
to remediate in time to meet this deadline. In addition, if we fail to maintain the adequacy of our internal controls, as such standards are modified,
supplemented or amended from time to time, we may not be able to ensure that we can conclude on an ongoing basis that we have effective internal controls
over financial reporting in accordance with Section 404. Failure to achieve and maintain an effective internal control system could cause us to suffer material
misstatements in our financial statements and fail to meet our reporting obligations, which would likely cause investors to lose confidence in our reported
financial information. This could harm our operating results and lead to a decline in our stock price.
After we had included our combined financial statements for the years ended December 31, 2005, 2004 and 2003 in the initial filing with the SEC of our
registration statement in connection with our IPO, we determined that our combined financial statements contained certain misstatements. The restatement of
our combined financial statements increased cumulative net income for the five-year period ended December 31, 2005 by $18.0 million, decreased group
equity at December 31, 2005 by $1.0 million, and increased both cumulative cash provided by operating activities and cumulative cash used in financing
activities for the three-year period ended December 31, 2005 by $283.3 million. While management does not believe the restatement was a result of a material
weakness in our internal controls, there can be no assurance as to the effect of the restatement on an assessment of our internal controls and there can be no
assurance that other misstatements will not occur in our annual or interim financial statements in the future.
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Risks Related to Our Separation from Société Générale
Certain of our oversight and control functions have been performed in the past by Société Générale and we may be unsuccessful in performing such
functions, which may leave us exposed to unidentified or unanticipated risks.
Prior to our IPO in July 2006, certain of our oversight and control functions were provided by Société Générale. In connection with our IPO we created our
own oversight and control functions. If we were unsuccessful in the implementation of these oversight and control functions we may be exposed to
unidentified or unanticipated risks. For example, prior to our IPO, significant aspects of our risk management policies and procedures were performed by
Société Générale. As a result of our IPO, we reevaluated and developed our own risk management policies and procedures and have hired employees to
develop and administer these policies. However, our risk management strategies and techniques may not be fully effective in mitigating our risk exposure in
all market environments or against all types of risk. For example, we are exposed to the risk that third parties who owe us money, securities or other assets
will not perform their obligations. These parties may default on their obligations to us due to bankruptcy, lack of liquidity, operational failure, breach of
contract or other reasons. We are also subject to the risk that our rights against third parties may not be enforceable in all circumstances. Although we
periodically review our credit exposures, default risk may arise from events or circumstances that are difficult to detect or foresee. There can be no assurance
that our stand-alone risk management policies and procedures will be successful in detecting or addressing these risks.
Our historical financial results as a part of Société Générale may not reflect what our results would have been as a separate, stand-alone entity.
The historical financial information we have included or incorporated by reference in this prospectus may not reflect what our results of operations, financial
condition and cash flows would have been had we been an independent company during the periods presented. This is primarily a result of the following
factors:

•

Since we did not operate, and Société Générale did not account for us, as a separate, stand-alone entity for the historical periods prior to our IPO, we
made adjustments and allocations in preparing our financial statements, including in respect of the costs and expenses of various general and
administrative services provided by Société Générale to our business, and the assumptions underlying those adjustments and allocations may not
prove to be accurate.

•

As part of Société Générale, we received the benefit of lower costs due to economies of scale, shared services and increased purchasing power with
vendors due to the size of the overall organization.

•

Our effective tax rates for the years ended December 31, 2006, 2005, and 2004 were 10.7%, 8.7%, and 3.3%, respectively. Our effective tax rate for
2006 was relatively low due to a net reversal in the valuation allowance primarily due to payments of deferred compensation arrangements related to
our IPO and pre-IPO amortization of goodwill. Our low effective tax rates in 2005 and 2004 were primarily attributable to continued net operating
losses for tax purposes, which were retained by Société Générale following our separation. As a result, we expect our effective tax rate to be 40% for
the year ending December 31, 2007.

Accordingly, to the extent that our historical financial information is not reflective of what our results of operations, financial condition and cash flows would
have been had we been an independent company during the periods presented, that historical financial information will not be a reliable indicator of what our
results of operations, financial condition and cash flows will be in the future.
Risks Related to Our Industry
Difficult market conditions could adversely affect our business in many ways.
Difficult market and economic conditions and geopolitical uncertainties have in the past adversely affected and may in the future adversely affect our business
and profitability in many ways. Weakness in equity markets and diminished trading volume of securities could adversely impact our sales and trading
business, from which we have historically generated a significant portion of our revenues. Industry-wide declines in the size and number of underwritings and
mergers and acquisitions also would likely have an adverse effect on our revenues. In addition, reductions in the trading prices for equity securities also tend
to reduce the dollar value of investment banking transactions, such as underwriting and mergers and acquisitions transactions, which in turn may reduce the
fees we earn from these transactions. As we may be unable to reduce expenses correspondingly, our profits and profit margins may decline.
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Increases in regulation of the capital markets may have an adverse impact on our business.
Highly publicized financial scandals in recent years have led to investor concerns over the integrity of the U.S. financial markets, and have prompted
Congress, the SEC and the Financial Industry Regulatory Authority (FINRA) to significantly expand corporate governance and public disclosure
requirements. To the extent that private companies, in order to avoid becoming subject to these new requirements, decide to forgo initial public offerings, our
equity underwriting business may be adversely affected. In addition, provisions of the Sarbanes-Oxley Act and the corporate governance rules imposed by
self-regulatory organizations may divert companies’ attention away from capital markets transactions. In particular, companies that are or are planning to
become publicly traded are incurring significant expenses and are allocating significant resources in order to comply with the SEC standards relating to
internal controls over financial reporting, and companies that disclose material weaknesses in such controls under the new standards may have greater
difficulty accessing the capital markets. These factors, in addition to recently adopted or proposed accounting and disclosure changes, may have an adverse
effect on our business.
Financial services firms have been subject to increased scrutiny over the last several years, increasing the risk of financial liability and reputational harm
resulting from adverse regulatory actions.
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, the New York Stock Exhange, Inc., FINRA and state attorneys general. Penalties and fines sought by regulatory
authorities have increased substantially over the last several years. This regulatory and enforcement environment has created uncertainty with respect to a
number of transactions that historically had been entered into by financial services firms and that were generally believed to be permissible and appropriate.
We may be adversely affected by changes in the interpretation or enforcement of existing laws and rules by these governmental authorities and self-regulatory
organizations. We 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, we could be fined, prohibited
from engaging in some of our business activities or subjected to limitations or conditions on our business activities. In addition, we 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 us could have material adverse financial effects or cause significant reputational harm to us, which could
seriously affect our business prospects.
In addition, financial services firms are subject to numerous conflicts of interests or perceived conflicts, which have drawn 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. While we have
adopted various policies, controls and procedures to address or limit actual or perceived conflicts and regularly seek to review and update our policies,
controls and procedures, appropriately dealing with conflicts of interest is complex and difficult, and our reputation could be damaged if we fail, or appear to
fail, to deal appropriately with conflicts of interest. Our 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.
Our exposure to legal liability is significant, and damages that we may be required to pay and the reputational harm that could result from legal action
against us could materially adversely affect our businesses.
As an investment banking firm, we depend to a large extent on our reputation for integrity and high-caliber professional services to attract and retain clients.
As a result, if a client is not satisfied with our services, it may be more damaging in our business than in other businesses. Moreover, our role as advisor to our
clients on important underwriting or mergers and acquisitions transactions involves complex analysis and the exercise of professional judgment, including

rendering “fairness opinions” in connection with mergers and other transactions. Therefore, our activities may subject us to the risk of significant legal
liabilities to our clients and aggrieved third parties, including stockholders of our clients who could bring securities class actions against us. Although our
investment banking
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engagements typically include broad indemnities from our clients and provisions to limit our exposure to legal claims relating to our services, these
provisions may not protect us or may not be enforceable in all cases. As a result, we 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 us could have a material adverse effect on our results of operations or cause significant reputational harm to us, which could seriously harm our
business and prospects.
In connection with our separation from Société Générale, we entered into an Indemnification Agreement with Société Générale, wherein, among other things,
Société Générale agreed to indemnify us for all liability arising out of all known, pending or threatened litigation (including the cost of such litigation) and
arbitrations and certain known regulatory matters, in each case, that existed prior to the date of our IPO. Société Générale, however, will not indemnify us,
and we will instead indemnify Société Générale, for most litigation, arbitration and regulatory matters that may occur in the future but were unknown at the
time of our IPO and certain known regulatory matters. See “Legal Proceedings” in our Annual Report on Form 10-K for the year ended December 31, 2006
and in our Quarterly Reports on Form 10-Q for the quarterly periods ended March 31, 2007, June 30, 2007 and September 30, 2007.
Employee misconduct could harm us and is difficult to detect and deter.
It is not always possible to deter employee misconduct. The precautions we take to detect and prevent this activity may not be effective in all cases, and we
may suffer significant reputational harm for any misconduct by our employees. For example, the misconduct of Frank Gruttadauria and Guillaume Pollet, as
described in “Legal Proceedings,” in our Annual Report on Form 10-K for the year ended December 31, 2006 and in our Quarterly Reports on Form 10-Q for
the quarterly periods ended June 30, 2007 and September 30, 2007, resulted in substantial financial costs for internal investigations and in defending against
(and, in the Gruttadauria matter, in resolving) private damages claims and regulatory investigations. Both matters were the subject of numerous articles in the
financial press and in other publications that mentioned us by name. The harm to our reputation and to our business caused by such matters is impossible to
quantify. For information on our treatment of litigation expenses, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Basis of Presentation” in our Annual Report on Form 10-K for the year ended December 31, 2006 and in our Quarterly Reports on Form 10-Q
for the quarterly periods ended March 31, 2007, June 30, 2007 and September 30, 2007.
Risks Related to Our Shares
Provisions of our organizational documents may discourage an acquisition of us.
Our organizational documents contain provisions that impede the removal of directors and may discourage a third party from making a proposal to acquire us.
Our board is classified, and directors may only be able to be removed for cause and by the affirmative vote of at least 80% of our then-outstanding capital
stock entitled to vote. Our board has the ability to take defensive measures that could impede or thwart a takeover such as, under certain circumstances,
adopting a poison pill, or causing us to issue preferred stock that has greater voting rights than the common stock. If a change of control or change in
management that stockholders might otherwise consider to be favorable is prevented or delayed, the market price of our common stock could decline.
Our directors, executive officers and other employees have significant influence over matters requiring stockholder approval, which could delay or
prevent a change of control.
Our directors, executive officers and other employees beneficially own approximately 19% (24% assuming all stock options outstanding as of September 30,
2007 have been converted to shares) of our common stock. In addition, we will continue to use equity as a component of our compensation program, which
will result in our employees owning a greater percentage of our outstanding common stock. Consequently, our directors, executive officers and other
employees, to the extent their interests are aligned, collectively may be able to significantly influence matters submitted for stockholder action, including the
election of our board of directors and approval of significant corporate transactions, including business combinations, consolidations and mergers and the
determination of our day-to-day corporate and management policies. This concentration of ownership of our common stock could delay or prevent proxy
contests, mergers, tender offers, open-market purchase programs or other purchases of our
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common stock that might otherwise give you the opportunity to realize a premium over the then-prevailing market price of our common stock. In addition,
these stockholders could exercise their influence in a manner that is not in the best interest of our other stockholders.
Future sales of our common stock could cause our stock price to decline.
Sales of substantial amounts of common stock by our employees and other stockholders, or the possibility of such sales, may adversely affect the price of our
common stock and impede our ability to raise capital through the issuance of equity securities. As of November 30, 2007, Société Générale was one of our
largest stockholders, owning 9.08% of our common stock. Pursuant to an agreement we entered into with Société Générale in connection with our separation
(the Stockholders Agreement), we provided Société Générale registration rights and we have registered for resale all of its shares pursuant to the registration
statement of which this prospectus forms a part. If Société Générale sells a significant amount of its shares or otherwise disposes of a significant amount of its
shares, the market price of our common stock may decline.
We do not expect to pay any cash dividends in the foreseeable future.
We intend to retain any future earnings to fund the development and growth of our business. We, therefore, do not anticipate paying cash dividends in the
foreseeable future. Accordingly, you must rely on sales of your shares of common stock after price appreciation, which may never occur, as the only way to

realize any future gains on your investment.
SPECIAL NOTE REGARDING FORWARD-LOOKING INFORMATION
This prospectus includes and incorporates forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended
(the Securities Act), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act). All statements, other than statements of
historical facts, included or incorporated in this prospectus regarding our strategy, future operations, financial position, future revenues, projected costs,
prospects, plans and objectives of management are forward-looking statements. The words “anticipates,” “believes,” “estimates,” “expects,” “intends,”
“may,” “plans,” “projects,” “will,” “would” and similar expressions are intended to identify forward-looking statements, although not all forward-looking
statements contain these identifying words. We cannot guarantee that we actually will achieve the plans, intentions or expectations disclosed in our forwardlooking statements and you should not place undue reliance on our forward-looking statements. Actual results or events could differ materially from the
plans, intentions and expectations disclosed in the forward-looking statements we make. We have included important factors in the cautionary statements
included or incorporated in this prospectus, particularly under the heading “Risk Factors,” that we believe could cause actual results or events to differ
materially from the forward-looking statements that we make. Our forward-looking statements do not reflect the potential impact of any future acquisitions,
mergers, dispositions, joint ventures or investments we may make. Any such forward-looking statements represent management’s views as of the date of the
document in which such forward-looking statement is contained. While we may elect to update such forward-looking statements at some point in the future,
we disclaim any obligation to do so, even if subsequent events cause our views to change.
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USE OF PROCEEDS
We are filing a registration statement, of which this prospectus is a part, under our contractual obligation to the selling stockholder named in the
section entitled “Selling Stockholder.” We will not receive any proceeds from the sale of shares offered pursuant to this prospectus.
The selling stockholder will pay any underwriting discounts and commissions and expenses incurred by the selling stockholder for the brokerage,
accounting, tax or legal services or any other expenses incurred by the selling stockholder in disposing of the shares. The selling stockholder will also bear all
costs, fees and expenses incurred in effecting the registration of the shares covered by this prospectus, including, without limitation, all registration and filing
fees, Nasdaq Global Market listing fees and fees and expenses of our counsel and our accountants.
SELLING STOCKHOLDER
The selling stockholder listed in the table below has held the shares offered pursuant to this prospectus since before our IPO. For information on our
relationship with the selling stockholder and related person transactions involving the selling stockholder and its parent Société Générale, including those
relating to our separation from the selling stockholder and certain contractual arrangements with the selling stockholder, please refer to the section entitled
“Certain Relationships and Related Transactions” in our Definitive Proxy Statement dated April 30, 2007 and to the notes to our audited and unaudited
Consolidated Financial Statements that have been incorporated in this prospectus by reference.
In connection with our IPO, we granted certain registration rights to the selling stockholder. The following table sets forth, to our knowledge, certain
information about the selling stockholder as of November 30, 2007 and is based on 15,221,259 shares outstanding as of that date. Beneficial ownership is
determined in accordance with the rules of the SEC and includes voting or investment power with respect to shares of our common stock. To our knowledge,
the selling stockholder has sole voting and investment power with respect to its shares of common stock.

Name of Selling Stockholder

SG Americas Securities Holdings,
Inc.
(1)

Shares of Common Stock Beneficially Owned Prior
to Offering
Number
Percentage

1,382,608

9.08%

Number of Shares of
Common Stock Being
Offered

1,382,608

Shares of Common Stock to be Beneficially Owned
After Offering (1)
Number
Percentage

0

0.00%

We do not know when or in what amounts the selling stockholder may offer shares for sale. The selling stockholder might not sell any or all of the
shares offered by this prospectus. Because the selling stockholder may offer all or some of the shares pursuant to this offering, and because there are
currently no agreements, arrangements or understandings with respect to the sale of any of the shares, we cannot estimate the number of the shares
that will be held by the selling stockholder after completion of the offering. However, for purposes of this table, we have assumed that, after
completion of the offering, none of the shares covered by this prospectus will be held by the selling stockholder.
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PLAN OF DISTRIBUTION
The selling stockholder, or its pledgees, donees, transferees, or any of its successors in interest selling shares received from the selling stockholder
after the date of this prospectus as a result of a gift, pledge, distribution or other transfer (each of whom shall also be considered a selling stockholder for
purposes of this prospectus), may offer and sell the shares covered by this prospectus from time to time on any stock exchange on which the shares are listed,
in the over-the-counter market, in privately negotiated transactions or otherwise, at fixed prices that may be changed, at market prices prevailing at the time of
sale, at prices related to prevailing market prices or at prices otherwise negotiated. The selling stockholder will act independently of us in making decisions
with respect to the timing, manner and size of each sale, and we cannot assure you that the selling stockholder will sell all or any portion of the shares offered
hereby. We will not receive any proceeds from the sale of shares by the selling stockholder.

The selling stockholder may offer and sell the shares covered by this prospectus by one or more of the following methods, including, without
limitation:

•

block trades in which the broker or dealer so engaged will attempt to sell the shares as agent but may position and resell a portion of the block as
principal to facilitate the transaction;

•

purchases by a broker or dealer as principal and resale by the broker or dealer for its own account pursuant to this prospectus;

•

ordinary brokerage transactions and transactions in which the broker solicits purchases;

•

“at the market” transactions to or through market makers or into an existing market for our common stock;

•

in privately negotiated transactions;

•

short sales;

•

in options, swaps or other derivative transactions that may or may not be listed on an exchange;

•

one or more underwritten offerings on a firm commitment or best efforts basis; or

•

any combination of the above.

The selling stockholder may engage brokers and dealers, and any brokers or dealers may arrange for other brokers or dealers to participate in
effecting sales of the shares. These brokers, dealers or underwriters may act as principals, or as an agent of the selling stockholder. Broker-dealers may agree
with the selling stockholder to sell a specified number of the shares at a stipulated price per security. If the broker-dealer is unable to sell shares acting as
agent for the selling stockholder, it may purchase as principal any unsold shares at the stipulated price. Broker-dealers who acquire shares as principals may
thereafter resell the shares from time to time in transactions in any stock exchange on which the shares are then listed, at prices and on terms then prevailing
at the time of sale, at prices related to the then-current market price or in negotiated transactions. Broker-dealers may use block transactions and sales to and
through broker-dealers, including transactions of the nature described above.
From time to time, the selling stockholder may pledge, hypothecate or grant a security interest in some or all of the shares covered by this
prospectus. The pledgees, secured parties or persons to whom the shares have been hypothecated will, upon foreclosure in the event of default, be deemed to
be selling stockholders for purposes of this prospectus. In addition, the selling stockholder may, from time to time, sell shares short and, in those instances,
this prospectus may be delivered in connection with the short sales and the shares offered under this prospectus may be used to cover short sales. The number
of the selling stockholder’s shares offered under this prospectus will decrease as and when it takes such actions, but the plan of distribution for the selling
stockholder’s shares will otherwise remain unchanged.
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To the extent required under the Securities Act, the aggregate amount of the selling stockholder’s shares being offered and the terms of the offering,
the names of any agents, brokers, dealers or underwriters and any applicable commission with respect to a particular offering will be set forth in an
accompanying prospectus supplement. Any underwriters, dealers, brokers or agents participating in the distribution of the shares may receive compensation in
the form of underwriting discounts, concessions, commissions or fees from the selling stockholder and/or purchasers of the selling stockholder’s shares, for
whom they may act, which compensation as to a particular broker-dealer might be in excess of customary commissions.
Any underwriters, brokers, dealers or agents that participate in the distribution of the shares may be deemed to be “underwriters” within the meaning
of the Securities Act, and any discounts, concessions, commissions or fees received by them and any profit on the resale of the shares sold by them may be
deemed to be underwriting discounts and commissions.
The selling stockholder may enter into hedging transactions with broker-dealers and the broker-dealers may engage in short sales of the shares in the
course of hedging the positions they assume with the selling stockholder, including, without limitation, in connection with distributions of the shares by those
broker-dealers. The selling stockholder may enter into option or other transactions with broker-dealers that involve the delivery of the shares offered hereby to
the broker-dealers, who may then resell or otherwise transfer those securities. The selling stockholder may also loan or pledge the shares offered hereby to a
broker-dealer and the broker-dealer may sell the shares offered hereby so loaned or upon a default may sell or otherwise transfer the pledged shares offered
hereby.
The selling stockholder and other persons participating in the sale or distribution of the shares will be subject to applicable provisions of the
Exchange Act and the rules and regulations thereunder, including Regulation M. This regulation may limit the timing of purchases and sales of any of the
shares by the selling stockholder and any other person. The anti-manipulation rules under the Exchange Act may apply to sales of shares in the market and to
the activities of the selling stockholder and its affiliates. Furthermore, Regulation M may restrict the ability of any person engaged in the distribution of the
shares to engage in market-making activities with respect to the particular shares being distributed for a period of up to five business days before the
distribution. These restrictions may affect the marketability of the shares and the ability of any person or entity to engage in market-making activities with
respect to the securities.
The selling stockholder may also sell the shares in accordance with Rule 144 under the Securities Act rather than pursuant to this prospectus,
regardless of whether the shares are covered by this prospectus.
We will make copies of this prospectus available to the selling stockholder and any of its successors in interest for purposes of satisfying the
prospectus delivery requirements of the Securities Act, if applicable.

We have agreed to indemnify in certain circumstances the selling stockholder against certain liabilities, including certain liabilities under the
Securities Act. The selling stockholder has agreed to indemnify us in certain circumstances against certain liabilities, including certain liabilities under the
Securities Act. The selling stockholder may indemnify any underwriter or broker-dealer that participates in transactions involving the sale of the shares
against certain liabilities, including liabilities arising under the Securities Act.
In order to comply with the securities laws of certain states, if applicable, the shares offered by this prospectus must be sold in such jurisdictions only
through registered or licensed brokers or dealers. In addition, in certain states the shares may not be sold unless they have been registered or qualified for sale
in the applicable state or an exemption from the registration or qualification requirement is available and is complied with.
To the extent required, this prospectus may be amended or supplemented from time to time to describe a specific plan of distribution.
LEGAL MATTERS
The validity of the shares offered by this prospectus has been passed upon by Wilmer Cutler Pickering Hale and Dorr LLP.
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EXPERTS
Ernst & Young LLP, independent registered public accounting firm, has audited our consolidated financial statements included in our Annual Report
on Form 10-K for the year ended December 31, 2006, filed on March 30, 2007, as amended by the Form 10K/A, filed on July 17, 2007, as set forth in their
report, which is incorporated by reference in this prospectus. Our financial statements are incorporated by reference in reliance on Ernst & Young LLP’s
report, given on their authority as experts in accounting and auditing.
WHERE YOU CAN FIND MORE INFORMATION
We file reports, proxy statements and other documents with the SEC. You may read and copy any document we file at the SEC’s public reference
room at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You should call 1-800-SEC-0330 for more information on the public reference room. Our
SEC filings are also available to you on the SEC’s Internet site at www.sec.gov.
This prospectus is part of a registration statement that we filed with the SEC. The registration statement contains more information than this
prospectus regarding us and our common stock, including certain exhibits and schedules. You can obtain a copy of the registration statement from the SEC at
the address listed above or from the SEC’s Internet site.
INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
The SEC requires us to “incorporate” into this prospectus information that we file with the SEC in other documents. This means that we can
disclose important information to you by referring to other documents that contain that information. The information incorporated by reference is considered
to be part of this prospectus. Information contained in this prospectus and information that we file with the SEC in the future and incorporate by reference in
this prospectus automatically updates and supersedes previously filed information. We incorporate by reference the documents listed below and any future
filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act (excluding any information furnished under Items 2.02 or 7.01 in
any Current Report on Form 8-K) after the date of this prospectus and prior to the sale of all the shares covered by this prospectus:
(1)

Our Annual Report on Form 10-K for the year ended December 31, 2006 filed on March 30, 2007, as amended by the Form 10-K/A filed on
July 17, 2007;

(2)

Our Current Reports on Form 8-K filed April 19, 2007, April 26, 2007, June 11, 2007 and November 16, 2007;

(3)

Our Quarterly Report on Form 10-Q for the quarter ended March 31, 2007, filed on May 15, 2007;

(4)

Our Quarterly Report on Form 10-Q for the quarter ended June 30, 2007, filed on August 10, 2007;

(5)

Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2007, filed on November 13, 2007;

(6)

Our Definitive Proxy Statement on Schedule 14A dated April 30, 2007;

(7)

Any other filings we make pursuant to the Exchange Act after the date of filing the initial registration statement and prior to effectiveness of
the registration statement; and

(8)

The description of our common stock contained in our Registration Statement on Form 8-A filed with the SEC on June 13, 2006.
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A statement contained in a document incorporated by reference into this prospectus shall be deemed to be modified or superceded for purposes of
this prospectus to the extent that a statement contained in this prospectus, any prospectus supplement or in any other subsequently filed document which is
also incorporated in this prospectus modifies or replaces such statement. Any statements so modified or superceded shall not be deemed, except as so
modified or superceded, to constitute a part of this prospectus.
We make available free of charge on or through our website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Act of 1934, and all other reports we file with
the SEC, as soon as reasonably practicable after we electronically file these reports with the SEC. You may also request a copy of these documents, which
will be provided to you at no cost, by writing or telephoning us using the following contact information:
Cowen Group, Inc.
1221 Avenue of Americas
New York, New York 10020
Attention: Company Secretary
Telephone: (646) 562-1000
18

19

