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The growth of the global hedge fund industry
over the past decade to a size variously
estimated at between USD1.7trn and
USD2.5trn has helped Dublin to become the
world’s biggest centre for hedge fund
administration. But the authorities and
business leaders are not satisfied – they
want to see Irish funds become the vehicle
of choice for hedge fund managers,
particularly those serving institutional
investors who might be fussy about funds
domiciled in Caribbean jurisdictions that

carry out little or no local regulation of funds
or managers.

The Dublin administration business grew
up mainly to serve funds incorporated in
Bermuda, the British Virgin Islands and
especially the Cayman Islands. Managers,
mostly in London or on the US east coast,
would have their funds serviced by the
growing array of find administrators in
Dublin and listed on the Irish Stock
Exchange, but until recently the number of
hedge funds opting for an Irish domicile

Ireland seeks to boost
role as hedge fund

domicile
By Simon Gray
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Over the course of this decade several big
banks have entered the hedge fund
administration market by snapping up
independent firms. Recent years have seen
acquisitions in the sector including those of
Hemisphere by Bisys (itself recently acquired
by Citigroup), Tranaut by JP Morgan, Bank of
Bermuda by HSBC and DPM by Mellon.

But paradoxically, the outlook for the
remaining independent administrators has
never been brighter, not despite but because
of the influx of the global institutional players.
Their focus on the largest funds is creating a
wealth of opportunities for smaller and more
flexible administrators to flourish and
encouraging start-up businesses to enter the
market.

Custom House Administration is enjoying
buoyant growth, in part because existing
clients are launching new funds and their
existing products continue to grow. But at the
same time the firm is receiving more business
from medium-sized funds that are being
turned away by the large players, a process
underway for the past two or three years.

Many large administrators have now
imposed minimum levels of fund size for
new business, usually around USD200m and,
it has been reported, in some cases as high
as USD500. They are no longer marketing
their services to a substantial segment of the
market – one that has proved an important
source of new business for Custom House
and other independent administrators.

But another spur to business growth has
come from the increase in daily dealing funds.
For an umbrella fund with four underlying
funds, a switch from monthly to daily dealing
increases the annual number of valuations
from 48 to 1,004 – boosting exponentially the
administrator’s volume of work.

This trend is set to grow because of
demand for daily dealing from institutional

investors. Many institutions have invested
through funds of funds or multistrategy funds,
because identifying single-strategy hedge funds
for themselves is uneconomic. A USD1 billion
pension fund placing 5 per cent of its assets
into hedge funds will typically have to invest in
tranches of between USD5m and UDS10m.

Rather than employing a researcher to
identify five or 10 funds from the entire
hedge fund universe, using a fund of funds
or multistrategy fund involves only making a
decision about the ability of its manager, and
the extra fees will almost certainly be a
lower cost.

Smaller institutions tend to favour funds of
funds while larger ones use managed
account-type structures with a multistrategy
fund. The latter approach avoids the double
fees charged by funds of funds, but both
options entail slow liquidity. Fund of funds
managers seeking to withdraw money from a
fund with monthly liquidity may have a lag of
six to eight weeks between giving notice and
being able to reinvest the proceeds.

Multistrategy funds may also face problems
of deployment of resources when a particular
strategy drops from favour, if investors
become unhappy with one of the portfolio
managers, or if losses by one manager have
to be met from other portfolios.

A master-feeder fund structure recently
created by Custom House in Malta from a
portfolio of managed accounts may be a
model for the way ahead. The managed
accounts have been placed in segregated
cells, which are sub-funds of the master
fund, each of which has daily valuations and
dealing, allowing the manager to rebalance
the master fund at will and avoid cross-
collateral risk. This structure meets what
promises to be a growing demand for
managed accounts, organised as an
umbrella fund, offering daily dealing. ■

C U S T O M  H O U S E
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remained relatively small. But lawyers,
administrators and other service providers
hope a more accommodating regulatory
regime for alternative funds is on the way to
change all that.

Last February the Irish Financial Services
Regulatory Authority introduced a new
notification-only process for the approval of
Qualifying Investor Funds under which
applications for authorisation lodged with the
regulator before 3 p.m. in the afternoon will
be processed for 9 a.m. the next morning.
This procedure is designed to remove what
was seen as an important obstacle to the
use of Irish alternative funds, a wait for
authorisation that could last weeks.

“Until the middle of February, when this
new procedure was introduced, there was an
eight- to 10-week timetable for the
authorisation of the fund from the date when
you submitted the documentation to the
regulator, because it needed to go through a
regulatory procedure to benefit from tax-
exempt status,” says Mark White, a partner
with Dublin law firm McCann Fitzgerald. “It
could take even longer, depending on the
complexity of the product.

“The Qualifying Investor Fund regime was
established to meet sophisticated investor
demand for products such as hedge funds,
private equity and property funds, or any
form of non-traditional asset classes, without
the level of investment, borrowing and
leverage restrictions imposed on retail funds.
Following collaboration between the fund
industry and a very proactive regulator, we
succeeded in reducing the QIF regime to a
one-day filing process. That eight to 10-week
delay has effectively been eliminated in its
entirety.”

White adds: “Now we can justifiably say
we are in direct competition with Cayman
and other unregulated jurisdictions. We can
wave a regulating badge that they simply
don’t have, and we are seeing more and
more investor appetite for regulated
products, particularly in Europe from
institutions such as pension schemes or
insurance companies, which are generally
required to invest in regulated or listed
products.”

Syl O’Byrne, an associate in the Dublin
office of Cayman-based law firm Maples &
Calder, says: “The QIF is an excellent

regulated product for Ireland. There’s no
change in the robustness of the product
from a regulatory point of view – all the
criteria such as approval of directors,
promoters and investment managers still
apply – but it has eliminated the eight- to 10-
week document review process. Investors
still have the comfort of an onshore fully-
regulated OECD jurisdiction and EU member
state, and all the tax benefits offered by Irish
funds.”

The new QIF regime has already attracted
more than 100 funds in its first six months,
although Brian McDermott, a partner with
law firm A&L Goodbody, is cautious about
predicting how big its impact will be. “We
have had clients with existing products
who’ve been able to use the process for
new sub-finds, but I’ve also done one for a
new client setting up their first Irish product,”
he says.

“Previously there was always the
uncertainty of the timeframe, because you
had to factor in the regulators’ response
time. In our experience, the new process is

O V E R V I E W
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With hedge fund industry assets now
standing at more than USD1.5trn, at least
half of which is in funds of hedge funds,
Bank of Ireland Securities Services has a
positive outlook for the fund of funds
business. The trend of spreading risk across
many managers and many strategies will
continue apace, and the use of collective
funds, both traditional and hedge, will
remain the main way of achieving this. 

The involvement of BoISS in this business
did not happen by accident, involving a long
process of evolution and experience that has
made it a key growth area today. The
organisation has provided custody services
since the 1940s and supported sister
company Bank of Ireland Asset Management
in its domestic funds business since 1966
and internationally since 1980.

In the process BoISS developed
experience and capabilities in fund
administration and custody, including
valuations, financial reporting, transfer
agency, securities lending and custody, for
domestic and offshore funds. As Dublin’s
International Financial Services Centre
enjoyed runaway success, the organisation
supported third-party clients launching
international funds and investing in Irish-
domiciled funds.

The feedback of third-party clients
indicates that BoISS is proving successful in
its efforts to achieve high-quality delivery, a
determination to be the best that has been
extended from traditional fund administration
and custody to the fund of funds and fund of
hedge funds business. The people factor is
very important, because custody of funds of
funds involves a hands-on, flexible and
intelligent approach. BoISS benefits from
Ireland’s well-educated, English-speaking
workforce; around 75 per cent of staff have
graduate and professional qualifications, and
many have wide industry experience.

The recent launch of a specialist hedge
fund administration unit was a crunch point

in many ways. Until then, BoISS provided a
very good investment fund custody service,
having learned the processes, controlled the
risks and refined the service, but it wasn’t a
core service. The organisation’s new
capabilities in administering hedge funds
provided the opportunity to look at the
custody of hedge funds and fund of funds
afresh.

To deliver a service clients want involves
understanding what they need. BoISS spoke
with its clients, with the clients of other
service providers and with consultants. It
became clear that the fund of funds and
hedge funds custody industry was under
strain. Business volumes were beyond most
expectations, giving service providers little
time to plan for changing requirements
because they were heavily focused on
meeting day-to-day needs.

By listening, the firm heard what clients
wanted and learned from others’ mistakes.
Custody of funds of funds has become a
core product, reflected in the establishment
of a dedicated team. Following the rebuilding
of its product, BoISS now offers clients
central points of contact who are highly
experienced, qualified and able personnel,
and a team consisting of people with direct
experience in transfer agency, hedge fund
administration and traditional custody, to
ensure full understanding of the needs and
processes.

Clients can now choose a comprehensive
service solution involving valuation, financial
reporting, transfer agency and custody.
Alternatively, they can select from a menu of
options, such as having access to a third-
party transfer agent either directly or through
BoISS, the recording of equalisation shares,
and an automatic re-investment programme.

BoISS will not become complacent,
recognising that things change, and will
continue to listen to clients, the wider
marketplace and beyond, to ensure that its
product evolves to meet changing needs. ■

B A N K  O F  I R E L A N D
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working very well, and we have not
encountered any particular difficulties. I don’t
know whether it has generated any new
business. Whether people need to domicile
their products in Ireland goes back to
distribution, their target investor base and
whether they want something other than a
Cayman fund.”

McDermott notes that in a number of
European jurisdictions, such as France,
products domiciled in Cayman are a more
difficult sale. “We have a number of French
clients who domicile their funds in Ireland for
sale back into France,” he says, “and there
are large institutional investors or multi-
jurisdictional bodies that prefer to be dealing
with an EU-domiciled product.

“Other investors may prefer a European

product for taxation reasons. There do tend
to be very tangible reasons why investors
prefer an EU-domiciled product, and
promoters may well turn to Ireland because
most likely they’re planning to list here and
use a service provider here.”

Capita Financial Group, which established
its Dublin find administration business last
year, has already seen the QIF structure
adopted by a continental European client.
“The QIF process helps to facilitate the use
of Dublin as a domicile with its speed to
market, and our first hedge fund from a
Spanish asset manager is using the
structure,” says the firm’s head of operations
for Ireland, Paul Nunan. “Dublin is seen as a
domicile that gives comfort to their
underlying investors; some institutions are

O V E R V I E W
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Like other investment services centres such as the Channel Islands, the Isle of Man and Luxembourg, Ireland
continues to look to increase the depth of its funds business by seeking to attract hedge fund managers to
establish investment management functions in the jurisdiction.

But while a smattering of home-grown hedge fund management talent has emerged and various Irish financial
services groups have launched ranges of alternative products, the targeted managers – individuals leaving existing
management firms or the proprietary trading desks of investment banks to launch their own business – have to
date resisted the welcome mat rolled out by the Irish authorities.

“So far the strategy has met with mixed success,” says Charlie Woolnough, director of business development at
Fortis Fund Services. “There remains the inescapable fact that that the majority of hedge fund front office
personnel currently live and work in London and, as such, London remains the most obvious location for the vast
majority of alternative asset managers.”

Mark White and Máire O’Connor at McCann Fitzgerald fear that the initiative may be doomed to failure. “We
have always acted for the largest investment managers, and some of them are starting to get into the alternative
space and set up QIFs,” White says. “There are also local Irish managers setting up boutique management
companies.

“However, there have not been a large number of new investment managers coming to Ireland to set up their
business, in part because it’s relatively difficult to set up the investment management entity, by comparison with
the ease of establishing an Irish-domiciled fund.”

O’Connor says: “We can’t get away from the fact that London is where the managers really want to be. We as
an industry have been looking at this issue with the regulator to see how managers might be encouraged to make
the move to Ireland, and how the regulatory regime might facilitate that.

“However, unless they are themselves Irish, hedge fund managers want to be where the action is – London. It’s
one thing deciding to establish your fund in another jurisdiction, but basing yourself here is a very different issue.”

The framework of European Union legislation governing regulation of asset managers, under the Investment
Services Directive and soon MiFID, means there is little difference between the authorisation process in Ireland
and in the UK or any other EU member state.

“There isn’t enough regulatory arbitrage between jurisdictions for one to be considered any easier than another
for an investment manager,” White says. “It’s no different here than what the FSA do, but it’s no better, and there’s
no possibility of it being better because they all have the same level of regulation behind them. We have seen
managers coming here from the US or elsewhere thinking it might be easier from a regulatory point of view, but
they quickly found out that it wasn’t.”

Appeal to fund managers slow to gain traction
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Ireland’s continuing growth as a servicing
centre for hedge funds is being driven by the
desire of managers to have their funds
serviced by blue-chip administrators with
strong balance sheets, industry pedigree and
experienced employees. This means Dublin
will continue to be the jurisdiction of choice
for many managers. There is no substitute
for experience and this is especially true for
administering complex strategies and
structures.

It’s no secret that service providers in
Dublin are facing issues such as skill
shortages and rising personnel costs. Fortis
has responded by improving internal
processes to create more efficient operating
models, together with greater automation. In
addition, a number of administrators have
opened offices outside Dublin, to tap into
greater availability of skills and enjoy lower
costs. The Fortis office in Galway benefits
from an extremely stable local labour pool
and negligible employee turnover.

Hedge fund administrators also are looking
to technology to boost efficiency and to
some extent alleviate the need for extra staff,
as well as to meet new client requirements.
Online reporting for managers and their
investors continues to be a major area of
focus for larger institutional managers, but
any technology that aids automation and
decreases NAV turnaround time without
significantly affecting cost will be increasingly
vital for administrators in the future.

Automation of previously manual tasks
such as pricing and reconciliation
undoubtedly relieves pressure on human
resources, but an appropriate level of human
oversight and sign-off by suitably qualified
individuals is still required at each stage in
the NAV process. Technology can relieve
some of the pressure, but no administrator
can do without high-quality staff.

As a global leader in hedge fund
administration with operations throughout the

world, Fortis has the ability to draw on the
combined resources of its network to service
clients wherever they may be. Where clients
require daily NAVs on a T+1 basis, Fortis is
able to utilise its common global operating
platform and take advantage of differences in
time zone to meet the client’s required
timeframes.

For example, Fortis’s office in Curaçao
performs the portfolio reconciliation and
pricing element overnight on behalf of their
colleagues in Dublin for a large client that
requires daily P&L. The solution carries on
continuously for the client, who receives a
seamless service managed from the Dublin
office.

The growth in the hedge fund industry is
helping the large administrators to become
bigger still, thanks in part to organic growth
among existing institutional clients, whose
funds are increasing in size through
investment performance and fresh
subscriptions. They are also attracting new
fund launches and spin-outs from existing
managers and proprietary trading desks, as
well as winning mandates previously
serviced by their competitors.

However, given the capacity constraints in
the Dublin market, many larger players no
longer have an appetite for small launches
and lesser-known managers. There is still a
steady flow of new business that may be
under the radar of larger administrators but
can still be serviced profitably by smaller
players – hence the continuing emergence of
start-up or spin-off administration firms.

Fortis believes the Dublin market remains
a robust choice as for large institutional
quality hedge fund and fund of fund
managers. The depth of experience in the
labour market and recourse to human
resources outside the capital, combined with
a constantly evolving regulatory regime, will
help Ireland remain a leading centre for the
global hedge fund servicing industry. ■

F O R T I S
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undoubtedly more comfortable with an EU
domicile.”

To some extent the one-day authorisation
process is more about sending a signal to
potential clients about Ireland’s flexibility and
pragmatism than shortening time to market
as dramatically as the headline timetable
suggests. Some of the work that in the past
was carried out while the application was in
the hands of the regulator now must be
completed before the final documentation is
handed in. In addition, lawyers say, any
features of the fund that appear particularly
ground-breaking are likely to be checked
informally with the regulator in advance.

Says White: “One thing the application
process did lend itself to was not having to
bed down every detail at the time the
application was made. While the regulator
didn’t want to you make wholesale changes,
there was a bit of slack in terms of settling
your investment policy or fee structure that
could be slightly movable right up to the end.

“But now you’re going to the regulator
with a package of documents that you can’t

change; post-authorisation changes are
possible but messy. So everyone is a bit
more cautious to ensure the i’s are dotted
and the t’s crossed. Now any delay in getting
to market is on the client side rather than to
do with the regulator. People want to be sure
they have decided exactly what they want
the prospectus to say or how the fees work
before they push the button.

“That also applies if there are any wrinkles
to sort out regarding the investment policy.
The regulator is no longer reviewing the
prospectus, but looking to the lawyers to
sign off that they are happy the policy
complies with the rules. If the promoter or
any of the advisers has any concern at all
that the policy is slightly innovative or may
not have been approved in the past, they will
want to run that past the regulator to get
their imprimatur in advance.”

According to White’s colleague at McCann
Fitzgerald, investment management group
partner Máire O’Connor, it will typically take
more than four weeks to prepare all the
documentation before it is submitted to the
regulator. “Realistically, it will take six weeks
and eight in some cases to get every piece
of the jigsaw in place, including appointment
of the administrator, prime broker and
custodian,” she says. “But at least under the
new regime you have the certainty there will
be no delay with the regulator.”

What the new regime does is to remove
any impression, however unfounded, that
Dublin was not particularly concerned about
attracting fund domiciliation business,
according to Deirdre Norris, director of
marketing and communications at the Irish
Funds Industry Association. “Now we are on
a fairly level playing field, allowing our other
advantages to come into play,” she says.
“We’ve been hearing from our members that
there’s huge interest in these developments
in the Asian market, for instance.”

She is echoed by David Dillon, senior
partner with law firm Dillon Eustace, who
acknowledges that Dublin had a reputation
for tough regulation that is belied by Ifsra’s
current willingness to take a more
“commercial approach”. He says:
“Sometimes people get a perception that
regulation is tough and the word gets
around. Take the example of valuation of
OTC derivatives, which has been a bugbear

O V E R V I E W
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In a market such as Dublin, where more
than 60 administration firms are serving the
hedge fund industry, firms need to articulate
clearly to potential clients their business
philosophy and what sets them apart from
their rivals. 

In the case of SEI, the firm’s success in a
highly competitive market stems from a
unique corporate culture, experience around
sophisticated product structures, and a
robust infrastructure that managers courting
institutional investors require.

SEI’s Dublin operation was established 12
years ago to create a premier funds
servicing centre in Europe. During that time,
the business has grown significantly due to
the explosive growth of hedge funds and
fund of hedge funds. Today, with nearly
USD100bn in alternative assets under
administration, SEI services some of the
largest global institutional managers.  

SEI has set itself apart from the crowd in
having set up a dedicated training unit within
the office. In a market where skills are at a
premium and many providers complain of
high staff turnover, the firm has a
longstanding commitment to the professional
development of its employees. 

The training programme has helped retain
employees and further strengthen SEI’s
expertise with sophisticated product
structures. This philosophy is also reflected
in using technology wherever possible and
avoiding using highly qualified personnel to
carry out manual data input.

The firm’s culture is reflected in a
completely open-plan environment (no
private offices or cubicles, not even for the

chief executive), and technical facilities that
allow staff to work together easily and
efficiently. The open environment fosters
communication and flexibility, which are the
critical to ensuring that clients and their
investors receive superior service.

As the industry becomes more
sophisticated in terms of strategies and the
financial instruments they employ,
managers are becoming increasingly
concerned that the administrators they use
should have the right level of experience
and are capable of dealing with complex
securities. 

Not only is it critical for staff to have
expertise in dealing with sophisticated
securities, but having robust systems and
technology in place also minimises the
need to rely on manual or antiquated
spreadsheet work.

The importance of quality, process
controls and risk mitigation is underlined by
SEI’s longstanding adherence to the SAS 70
quality standard, monitored by testing of its
internal controls and procedures by an
independent audit firm, and the subsequent
issuance of a Type 2 report.

Institutional investors such as pension
funds that are increasingly concerned
about standards within the administration
sector are looking for the reassurance
delivered by the SAS 70 report that the
funds with which they invest are being
serviced by a quality provider. At present,
certification of their administrator is a
marketing advantage for hedge funds, but
in the future it will become essential to
winning business. ■

S E I
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for two years or so, but has now been
resolved.

“In the past, if two or three promoters had
difficulty the perception around town and
globally was that it was difficult to get things
done. But today the market is much bigger,
and even if people have a new type of
product or an issue they have to take to the
regulator, there are many other things going
on. There will always be areas that can be
improved, but the regulator does respond.”

Dillon says the ‘Super-QIF’, as the new
regime has been dubbed, is a clear
barometer of the change in regulatory
thinking. “Eight or nine years ago they would
have questioned whether such a product
was something they wanted,” he says. “The
lawyers were asking for years to let them
certify elements of a fund, but they wouldn’t
even contemplate it. Its arrival today reflects
their sympathy for the business.”

For the time being, however, the main
focus of the hedge fund industry in Ireland is
likely to remain the administration sector.
Participants point out to the ongoing process
of acquisition and consolidation of
administrators – the latest being the

USD1.45bn purchase of Bisys by Citigroup
announced in May – as a sign of the keen
interest demonstrated by major financial
services groups in the sector.

The transaction is also seen as an
indicator that the biggest players in the
industry are set to continue to get bigger,
whether by organic growth or acquisition.
That is expected to strengthen an existing
trend among the larger administrators to turn
away smaller clients unless they clearly
demonstrate the potential to grow rapidly,
although firms are reluctant to admit that
they impose a rigid cut-off. 

“Administrators that are part of big global
groups increasingly say their primary focus
is to serve the strategic clients of those
global parents, and others really need not
apply unless they’ve got a very juicy bit of
business,” says Ronan Nolan, the partner in
charge of investment management services
at Deloitte & Touche Ireland.

His colleague Christian MacManus, a
director in the financial services audit
division, adds: “A couple of years ago it was
always taken with a pinch of salt when
administrators said they were not accepting
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The efforts of the Irish fund industry to
persuade hedge fund managers to domicile
their funds in the jurisdiction are starting to
bear fruit, particularly with the launch of a
new expedited approval process for Qualified
Investor Funds earlier this year, thus
removing one of the previous constraints on
the growth of Irish-domiciled alternative
investment funds.

Under the new regime for “super-QIFs”, as
they have been dubbed by the industry, much
of the work involved in obtaining the approval
is in fact carried out by the fund’s lawyers
and service providers, who review
documentation, complete the (comprehensive)
application form and submit it to the Financial
Regulator for approval. An application
received by the Financial Regulator before
3pm will now allow a fund to receive approval
for 9am the next morning.

The change in the authorisation process,
which has resulted in a surge of new
business for Ireland as a domicile for
alternative investment products, reflects a
commitment on the part of the regulator to
ensure that the country’s regulatory regime is
a competitive one. No longer does Ireland’s
alternative funds regime trail behind the
country’s highly successful administration
business for funds domiciled elsewhere.

The industry continues to seek a
definitive version of the Financial Regulator’s
guidance note on Prime Brokers and other
Financing Counterparties, but important
progress has already been made. For
example, the previous version published in
2004 lifted the rehypothecation limit from 100
per cent to 140 per cent, closer to the US
model, and regulations governing the QIF
structure now set no limit, leaving the level
to be agreed between the prime broker and
the hedge fund.

Discussions were also recently concluded

by the industry and the Financial Regulator on
updating guidance notes on the valuation
process for OTC derivatives. The new
guidance endorses current market practice by
allowing funds to use counterparty valuations
or an alternative valuation calculated by the
fund or an independent pricing vendor,
subject to oversight by the fund’s trustee that
the valuation methodology used is in
accordance with the guidance note.

The agreement on this important area is
an example of how the Financial Regulator is
responding to the industry’s needs and
requirements in a way that encourages the
development of the industry and allows fund
administrators to keep up with the rapid
evolution of new products, strategies and
instruments, while maintaining the
robustness of Ireland’s regulatory
environment and its international reputation
for solid investor protection.

Time is often of the essence in the
alternative investment industry, and
innovations from one jurisdiction quickly find
their way into others – like the protected cell
company, which initially appeared in
Guernsey before being adopted by the other
offshore locations. Once the need a PCC
type of fund in Dublin was evident, the
industry moved to put such vehicles in place.
The important thing is not necessarily to be
always ahead of the curve, but to be on it.

Finally, the Irish Funds Industry Association
is quick to address with the regulator the
industry’s concerns and recommendations,
and the results are appropriate guidance
notes and/or other regulations that satisfy all
parties. Then it’s up to the local service
providers to ensure they have the correct
controls, procedures and policies and training
in place to adhere to the rulebook and provide
the first-class service that is Dublin’s ultimate
competitive edge. ■
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mandates unless they were a certain size.
People have always been reluctant to turn
away any client, but it is a reflection of the
industry’s growth that some administrators
are actively saying no to new business.”

Funds under management is just one
measure taken into account by
administrators, according to Gary Enos,
executive vice-president and head of hedge
fund servicing at State Street. He says:
“Our criteria for business are the pedigree
of the client, who they are and where they
previously worked, their strategy, their
ability to be accepted in terms of gathering
assets, and their distribution chain. You
could have people with a good pedigree
but a distribution scheme we’re
uncomfortable with, or a lesser-known
manager with a strategy we think might be
attractive to institutions.”

Enos says the important thing is not
necessarily the current size of the client’s
fund but its ability to grow and thrive. “To
hang it just on numbers is a little unfair,
although I read recently that 83 per cent of
hedge funds that raise less than USD100m
within two years fail, which is probably a
good rule of thumb,” he says.

There are signs that the increased focus
of larger players on their biggest
relationships is creating opportunities for
small and medium-sized players, including a

regular stream of start-up operations. “In the
past year we’ve had Admiral come in from
Cayman, LaSalle, ABN Amro and RBS, so
there’s still a drive to get into this market,”
says Norris. “Quintillion also opened up
recently to target funds with between
USD50m and USD100m in assets, where
they saw a gap in the market.”

Dermot Butler, chairman of long-standing
independent player Custom House
Administration, says he is delighted that the
bigger firms no longer seem interested in
clients with less than UD200m. “We are
seeing growth from existing clients that are
launching new funds or enjoying organic
growth, but for the past two or three years
we’ve also been seeing more business from
medium-sized funds that are being turned
away by the large players,” he says.

Many of today’s largest hedge fund
managers started out small, notes Paul
Heffernan, business development manager at
Bank of Ireland Securities Services. “There
are administrators out there that quite openly
say they are targeting the small hedge funds,
and are looking to grow alongside their
clients,” he says. “I don’t think people are
having problems to find an administrator to
service their assets, irrespective of the size of
the launch. It’s basic economics – if there’s a
market there, and money to be made, there
will be someone to fill that market.” ■
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At the end of last year Deloitte & Touche
conducted the first in what is planned as an
annual series of surveys on the fund
administration industry in Ireland. The sector
has been growing over the past five years at
a compound annual rate of more than 30 per
cent a year and currently services traditional
assets exceeding USD1.1trn and an
estimated EUR700bn in alternative funds,
reflecting not only growth in asset values but
a near doubling of the number of funds
serviced in Ireland.

The survey participants comprised more
than 20 Irish fund administrators including 15
of the top 20 firms ranked by assets. The
respondents, who accounted for around 70
per cent of the industry’s total assets under
administration last year, included providers of
services to both long-only and hedge funds,
but the survey’s conclusions largely hold
good for administrators of alternative as well
as traditional asset classes.

The survey concludes that the
“phenomenal” growth in Ireland’s fund
administration business is unlikely to come
to an end any time soon. The firms surveyed
overwhelmingly expect hedge funds to be
the main driver of business growth over the
next five years, with 60 per cent selecting
single-manager funds as the biggest product
growth area and a further 20 per cent citing
funds of hedge funds, trailed by money-
market funds, common contractual funds and
private equity funds.

But management of this growth is seen as
the biggest challenge facing administrators,
which are examining a range of strategies
including fresh investment in technology,
redesign of business processes to boost
productivity and reduce costs, and changes
in operating models such as greater use of
outsourcing.

The report notes that internal expansion

involves a significant effort in recruitment and
training, exacerbated by the high staff
turnover common among administrators in
Dublin. Deloitte estimates that a firm starting
with a workforce of 100 and growing by 20
per cent a year would have to hire 164 new
staff over a three-year period, taking into
account an attrition rate of 25 per cent, to
finish up with 173 employees.

The “growing pains” identified by the
report are prompting close to half of the
administrators polled to undertake changes
to their operating models through
standardisation and centralisation of
business processes and automation of
workflow and reporting. Many firms have
already set up operations elsewhere in
Ireland to tap into additional labour pools,
but the industry is also seeking to move
certain lower-value administrative functions to
lower-cost locations overseas, subject to the
rules on minimum activities that apply to
Irish-domiciled funds.

One technology area in which change is
expected is fund accounting systems, with
50 per cent of respondents reporting that
their system is at least five years old and 25
per cent more than 10 years. The most likely
beneficiaries of a change are Advent Geneva
and SunGard InvestOne, which are already
the dominant commercial systems used in
Ireland, although more than 20 per cent of
respondents use in-house systems.

Fewer firms are considering a change in
transfer agency system, with more than 70
per cent of respondents having installed a
new system within the past five years.
However, the survey found that many
administrators are planning IT changes
aimed at boosting productivity, enhancing
service and meeting compliance
requirements, with improved internal and
client reporting a top priority. ■
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The alternative investment administration
industry in Dublin, and increasingly spread
across Ireland, has enjoyed more than a
decade of breakneck growth and is still
expanding at a rate of up to 30 per cent a
year. According to the Irish Funds Industry
Association, the best estimate is that 4,728
alternative funds and sub-funds with more
than EUR700bn in assets – close to USD1trn
at current exchange rates – are currently
serviced in Ireland.

This represents startling growth over the
past four and a half years, even taking into
account the effect of the rise in value of the
euro against the dollar. An industry survey

conducted in March 2003 by the IFIA, then
known as the Dublin Funds Industry
Association, reported a total of 2,113 funds
and sub-funds and USD199bn in assets; by
June 2005 the number of fund entities had
reached 3,020 and assets more than doubled
to USD474bn. Today Ireland administers as
much as one-third of total worldwide hedge
fund assets and is unquestionably the
industry’s dominant servicing jurisdiction
outside North America.

Ireland’s administrators are benefiting
today from the country’s readiness to
accommodate the fledgling hedge fund
industry in the 1990s, when few jurisdictions
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Ireland’s hedge fund servicing marketplace is
known for its high level of expertise. Yet it is
no secret that the marketplace is also
characterised by an intense competition for
resources – a result of the industry’s
success applying constant pressure on
administrators to attract talent. More than
any other firm in the market, State Street has
made efforts to ease this pressure by
looking beyond the confines of Dublin to the
city’s outskirts and beyond.

When State Street acquired International
Fund Services (IFS) in Dublin, the combined
business employed around 250 people in
Ireland alone. Over the past five years, while
the jurisdiction has consolidated its position
in the hedge fund servicing market, there
has also been unprecedented expansion in
the global alternative investment industry,
taking State Street’s assets under
administration in Ireland from around
USD35bn to more than USD250bn.

This expansion has led to a dramatic
increase in Dublin’s administration sector
workforce and has made it more challenging
for firms to attract and retain the skills they
need to serve their growing client base. In a
country famed for the quality of its education
system, the logical solution has been to look
further afield.

With the acquisition of Deutsche Bank’s
global securities services business in 2003,
State Street in Ireland gained a regional
centre in Kilkenny that currently employs
more than 300 professionals. Meanwhile, in
addition to its 450 staff in Dublin, IFS has
also moved into the surrounding areas by
establishing operations in Naas in 2005 and
Drogheda last year, increasing its combined
employee base to approximately 300 in those
locations. IFS now has one of the largest
hedge fund administration operations outside
of the capital.

Soaring housing prices as well as the
rising cost of salaries in Dublin are further
pushing the development of suburban
centres where it’s easier to attract the talent
required for business development. State
Street’s operations in Naas and Drogheda
were originally seeded with existing members
of staff keen to leave the city centre to take
advantage of easier commuting and more
reasonable property prices. Today, local
residents are increasingly being hired.

These suburban centres handle the same
work as the Dublin office, just for different
customers. This is an effective alternative to
outsourcing certain functions, because it
helps ensure that the quality of service
provided is consistent, while still being easily
accessible to the customer.

With the recent addition of the IFS business
to State Street in Ireland, there are currently
almost 2,000 employees in the country. The
size of its business there reflects both Ireland’s
advantages as an offshore jurisdiction and its
expertise as a service centre. As a global
organisation, State Street seeks to create time-
zone-friendly service models, making it
important to be able to offer the same
capabilities across its network of regional and
offices and for customers to be able to
leverage its capabilities internationally.

In today’s increasingly complex hedge
fund industry, there is more emphasis on
valuation and risk reporting services as a
result of funds investing in exotic derivatives
and the convergence of hedge funds with
private equity. As a result, administrators
require a broader range of skills than in the
past, ones often more closely aligned with
those of a chartered financial analyst than an
accountant. In this environment, the wealth
of talent available throughout Ireland is the
cornerstone of its enduring dominance in the
global market. ■
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beyond the Caribbean and Bermuda were
interested in what at that time seemed a
small niche business. The industry has taken
advantage of the spotlight shone on
alternatives by the 2000-03 stock market
slump and the growing convergence in
recent years of traditional and alternative
investments, spurred in part by the flexibility
of Europe’s Ucits III directive governing
cross-border fund sales.

But it has been evident for several years
that Dublin’s growth as a centre for fund
administration, as in other areas of the
financial services industry, has come at a
cost. Special tax deals for financial services
companies were one of the original
attractions of the city’s International Financial
Services Centre, and Ireland still offers –
across the board – more attractive corporate
tax rates than most other European Union
member states, but the capital could no
longer be described, as it was in the early
1990s, as a low-cost centre.

The sheer volume of work flowing into
administrators of both traditional and
alternative funds – many firms handle both –

has prompted a scramble for skills that has
led to rising salaries and relatively high staff
turnover. Clients who can no longer handle
all their questions through a single point of
contact at the administrator or find
themselves dealing with a succession of
account managers have complained that
quality of service can be uneven, or worse.
Meanwhile, large administrators openly
acknowledge that they are no longer
competing for business from start-up
managers or smaller funds.

Administrators are well aware of the
problems, and there is plenty of evidence
that they are being addressed. To deal with
the shortage of skilled and affordable staff in
Dublin, firms are setting up satellite
operations both in the hinterland of the
capital and in regional centres such as Cork,
Galway, Wexford and Kilkenny. Insofar as
they are permitted by the rules governing
servicing of Irish-domiciled funds, some are
examining how far lower value-added
administrative functions such as trade input
and reconciliation might be carried out in
lower-cost jurisdictions overseas like India.

The pressure on resources has also given
impetus to the drive to automate
administrative processes as far as possible,
lowering the requirement for expensive staff
time and reducing the risk of errors creeping
into accounts during repeated manual input.
Although the increasing sophistication of
hedge funds and strategies and the
complexity of the instruments they invest in
continues to raise the bar for administrators
– and efforts to bring automation to fund of
hedge funds servicing are still very much a
work in progress – many firms report that
the industry’s holy grail, straight-through
processing, is increasingly a reality.

But there is evidence that a number of
firms could be doing more. A survey of the
administration industry – both traditional and
alternative – conducted at the end of last
year by Deloitte & Touche suggested that to
some extent firms seemed to be dealing with
business growth by increasing staffing rather
than using technology and business process
improvement to boost efficiency.

“The survey highlighted that Dublin is
enjoying compounded growth of around 30
per cent,” says Ronan Nolan, the partner in
charge of investment management services
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at Deloitte. “We used the number of funds
and sub-funds as a proxy for volume growth,
and found that it was matching growth in
headcount. The way administrators have
dealt with the value increase has been to
ramp up their headcount. They haven’t really
reaped an efficiency dividend.

“People would say that this conclusion is
too simplistic. In reality the complexity of the
work administrators are dealing with has
increased, which would entail some increase
in headcount, but no-one could seriously say
there’s not scope for greater efficiency.
There’s a lot of opportunity to advise
administrators on the effectiveness of their
systems and workflow, making it quite a
dynamic market from a provider’s point of
view.”

However, Nolan is keen to point out that
for all the potential for improvement, the
administration industry continues to thrive.
“The main underlying theme is one of
continuing growth,” he says. “People do talk
about strains and capacity issues, but the
bottom line is that the industry is doing
extraordinarily well.

“In the vast majority of cases, excellent
service continues to be delivered, which is
why the jurisdiction continues to be highly
successful. Given that the vast majority of
hedge funds are not Irish-domiciled and
there is no regulatory reason for them to be
serviced here, it’s clear that the managers
are happy with the level of service. People
can over-emphasise issues like staff
turnover, which are just a fact of life, not just
in administration but in other professions like
accounting.”

Nevertheless, there is plenty of debate
within the industry about the best strategy
for providing high-quality service, amid
evidence that at least some hedge fund
managers are frustrated with the service they
are receiving in Dublin. For example, one
administrator says, some of its rivals have
made life more difficult for their clients by re-
engineering their operating processes for
maximum efficiency by creating separate
functional teams.

The downside is that this results in
employees no longer having the same level
of involvement with – and commitment to –
the client’s business. Another unsatisfactory
model, the administrator says, is where firms

put in place client relationship managers
who do not have direct knowledge of the
fund’s operations and cannot answer most
of the client’s queries without consulting with
the operational groups.

One group that stresses its concern about
ensuring that servicing models don’t lose
sight of the client is UBS Global Asset
Management’s Fund Services business.
Although one of the world’s biggest hedge
fund administrators, UBS is a relative
newcomer to Dublin, having set up the
business just over three years ago. “The
most important differentiating factor is the
single point of contact,” says Donard
McClean, head of fund services for Ireland.

“When the client calls, the fund
accountant at UBS knows the fund from start
to finish, they control the whole process.
Clients don’t want to be shunted around
between different people, and they don’t
want to talk an intermediary who just passes
them on to the right person. They want

D U B L I N  M A R K E T P L A C E

DUBLIN Hedgeweek Special Report Sep 2007 www.hedgeweek.com | 26

p24 ➧

➧ p29



© UBS 2007. All rights reserved.

Successful Hedge
Fund Administration?

It’s a question of 
partnership.

You & Us

When it comes to hedge fund administration, you need to know you 

are working with a provider you can rely on. At UBS, our years of 

experience in administering hedge fund assets now totaling around 

$160 billion, allow us to offer the solution you need. One that is 

flexible, bespoke, draws on a breadth of services and accesses state 

of the art technology. But more importantly, it’s delivered through a 

professional single point of contact, based from our offices in the 

Cayman Islands, Ireland or Canada. That’s because we believe 

successful hedge fund administration is all about the relationship we 

build together, which can give you confidence to focus on your core 

business. It’s what we call ‘You & Us’.

Find out more by visiting www.ubs.com/fundservices

or e-mail us at fundservices@ubs.com



In its three years in Dublin, UBS Global Asset
Management’s Fund Services business has
seen its assets under management grow to
more than USD18bn, but that has not been the
result of a drive to accumulate assets
regardless of other considerations. Rather, it
stems from a strategy of building relationships
with clients that have the ability to grow, which
is more important than an arbitrary minimum
level of assets.

The growth of Fund Services is underpinned
by two factors that seem at first glance to
contradict each other: enabling clients to
handle all issues relating to the administration
of their funds through a single person, and
providing the technology to automate
processes as far as possible to maximise
timely delivery, accuracy and efficiency.

The most important differentiating factor
for UBS is offering clients a single point of
contact. The fund accountant responsible for
the fund controls the servicing process from
start to finish – they don’t have to do
everything themselves, but they must be able
to report to the client from a position of
knowledge and understanding. The fund
accountant can discuss subscriptions
coming into the fund and redemptions from
it; they can talk about investment decisions
with the portfolio manager and be aware of
which investments made a profit or a loss
during the previous month.

In what remains clearly a people
business, the single point of contact is
crucial to UBS’s relationships with its clients
and offers the firm a competitive advantage
over administrators that box off their
servicing process into segregated activities.
Clients have made clear that they don’t want
to be shunted around between different
people, nor do they wish to deal with an
intermediary whose role is simply to pass
them on to the right person. They want

someone whose job is to see the complete
picture and make sure they can answer any
questions that may arise.

Alongside the relationship is the drive to
achieve straight-through processing, which is
vital for any administrator because it
provides the scalability that enables them to
take on additional business without having to
increase staff numbers at the same rate.
This ability to create fresh capacity is
especially important in an environment like
Dublin where the demand for skilled staff
and the facilities to accommodate them
creates upward pressure on personnel costs
and other overheads. 

Straight-through processing is also
important because it reduces risk, avoiding
the possibility of errors creeping into accounts
or shareholder records through repeated
manual input, increases operating efficiency
and reduces costs, all of which contribute
toward improved service for the client.

Automation of processing is also becoming
important as a result of the increasing blurring
of the distinction between traditional and hedge
funds. Today developments such as Ucits III
are allowing mutual fund managers striving to
achieve alpha to adopt hedge fund techniques,
investing in assets such as OTC derivatives
and interest rate swaps and mimicking short-
selling through the use of derivatives.
Meanwhile some hedge funds are taking on
some of the characteristics of mutual funds,
notably frequent valuation and reporting.

For UBS, streamlining processes and
moving toward STP is central to providing a
better service to the client – and enabling
hedge fund managers to provide, in turn, a
better service to their own investors. Client
focus is not just a glib phrase but a
cornerstone of the culture at UBS, as much
in hedge fund administration as in every
other area of business. ■
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someone who has the whole picture in front
of them.”

However, in common with his colleagues
McClean is conscious of the need to use
technology to avoid the need for ever-
increasing staff numbers. “We’re focusing on
trying to automate our processes and create
scalability,” he says. “If we double our
business next year, we can’t simply double
the number of staff. That works in an
industry up to a certain point, but eventually
you have to break that linear relationship,
which is what straight-through processing
does.”

The dizzying speed of change in hedge
fund strategies and the use of exotic
derivative instruments is a barrier to
automation, but not an insuperable one.
“Technology is probably our number one
area of investment,” says Gary Enos,
executive vice-president and head of hedge
fund servicing at State Street.

“To keep pace with all these changing
strategies has a direct effect upon your
technology spending, so there’s significant
expenditure in areas like risk reporting and
valuation. We have a dedicated group of
programmers just for alternatives at IFS, and
we leverage State Street’s infrastructure for
the network support and redistribution of the
software.”

That doesn’t necessarily mean that
smaller administration firms without the
backing of a parent with deep pockets are
placed at a disadvantage. Dermot Butler,
chairman of Custom House Administration,
says: “Although we don’t have a huge parent
group, we haven’t found it a major problem
because we have been using PFS-Paxus, a
system designed for hedge fund
administration that’s fully integrated.

“You don’t have separate modules for
shareholder services, security trading, fees
and equalisation – it’s all automated within
the system, which makes life a lot easier.
And it’s very scalable. Some things come up
all the time, like new processes for
automating OTC valuations, which must be
addressed as they come along, but so far it’s
been pretty good.”

Technology can also help to keep staff
turnover to a minimum by ensuring that
highly-skilled staff do not spend their time
doing mundane manual work, according to
David Morrissey, head of business
development for SEI’s Investment Manager
Services division in Dublin. “One of the
biggest issues in the industry is that certain
firms have analysts and graduates basically
working on data input,” he says.

“They come into the industry expecting to
work with hedge funds, but when they are
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given responsibility for a long/short equity
fund they are handed 200 trades that that
have to be input into the system. That’s still
an issue for a lot of the industry. At SEI we
automate processes and don’t rely on
manual input – except for funds of funds,
because of the nature of that industry.”

Morrissey cites the example of a client
running a multistrategy fund that SEI took on
from a competitor at the end of last year.
“The fund was making on average about 200
trades a day,” he says. “Four people at the
competitor firm were servicing the client, but
when the client came to us the weekly
valuations were six weeks behind. We told
the client we would automate the process so
that trades could be loaded and reconciled
on a daily basis. Now we have one person
spending half their time servicing that client,
which is a huge saving for us, and the client
is delighted because they are receiving
timely valuations.”

As vital as the implementation of
state-of-the-art technology is the expertise of
the people who use it, according to Mark
Sweeney, managing director of Bear Stearns
Bank in Dublin. The bank is involved in the
hedge fund industry not only as a prime
broker but in the fund servicing area as a
trustee to Irish-domiciled mutual and
hedge funds.

The trustee is responsible for protecting
the interests of investors by monitoring the
fund’s compliance with the regulations, its
offering documents, investment and
borrowing restrictions and valuation
methodology, as well as ensuring
subscriptions and redemptions are carried
out satisfactorily, and issues an annual
report with its opinion on whether the fund is
being managed properly.

“Irish service providers have been able to
keep up with paying for the best fund
administration and transfer agency systems,”
Sweeney says. “But just as important is the
huge pool of expertise that’s grown up over
the past 10 years in hedge funds and is now
represented at a senior management level.
And in addition to new Irish people coming
through, Dublin is increasingly attracting
people from other European countries with
financial services experience who add to
that pool of talent.”

Members of the administration industry

point out that while operating costs in Dublin
may have risen, this has not been to the
detriment of the managers whose funds are
serviced in Ireland. “From a client
perspective there’s more value now than
ever,” says Fearghal Woods, director of
business development at Bank of Ireland
Securities Services. “It’s a very competitive
market, for administration services as well as
for law firms and accountants.

“We have 45 competing administration
companies. Ten years ago we were charging
fee levels of 20 to 25 basis points, but that’s
probably down in single figures now. It’s
certainly a challenge for the industry to
manage staff turnover and the cost base,
and some people manage it better than
others.” Woods notes that while staff turnover
at junior levels is a little over 20 per cent
across the industry, BoISS boasts a level of
12 to 13 per cent.

“We like to attribute this to the fact that
there is the opportunity for people to move
around within the Bank of Ireland group,
which employs 4,000 people,” he says.
“People looking for a change have the option
of staying within Bank of Ireland or moving
to another group company, an option that
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Over the past year, PFPC International has
experienced further expansion of its hedge
fund administration business in Europe, in
terms of growth in assets and employee
numbers, and has expanded its facilities in
Ireland to accommodate the continuing
growth in the alternative investment area.
Toward the end of 2006 PFPC established a
third operation in Navan exclusively dedicate
to hedge fund accounting, in addition to the
existing facilities in Dublin and Wexford, and
by the end of this year the total workforce is
likely to be approaching 700 people.

In response to market demand, the
organisation is continuing to focus on middle-
office services, a key differentiator between
PFPC and some of the other players in the
market, and gearing up to meet the challenge
of pricing illiquid OTC securities, an
increasingly common feature of the industry as
the volume of derivatives traded continues to
grow. There is also convergence between the
traditional fund industry and alternatives, with
the introduction of 130/30 products and other
derivatives-based strategies that can now be
accommodated within a Ucits III retail product.

This expansion is taking place against a
backdrop of increasing regulation and
demands for greater transparency from the
investor community. PFPC has invested
extensively to ensure that its reporting is
market-leading in terms of transparency and
availability via web reporting and other
channels.

This trend means that PFPC is increasingly
providing daily profit and loss reporting with
respect to all security positions, ensuring that
the manager’s records are fully aligned with
those of the funds and that any disparities
are picked up on a daily basis instead of
having a month’s lag before a full review of
the fund’s records. This requires dedicated
resources on the part of the administrator to
ensure that all that daily reporting is

produced within the timelines required.
Investors increasingly require weekly
estimates to help them monitor any intra-
month movements in addition to the official
month-end NAV figures.

Technology is critical to establish greater
efficiency and avoid the need to increase staff
in line with growing volumes of business.
PFPC’s ideal model, which it seeks to
replicate across all security types – although
some are easier to accommodate than others
– is a full straight-through processing
environment from the front-office system
through to the accounting net asset value
production.

A manager outsourcing to a full service
offering including middle office functions will
key in trades in real time to a system provided
by PFPC that acts as the manager’s portfolio
records. The middle office picks up that trade,
which is matched with the broker and routed
electronically to the prime broker or custodian.
At various stages throughout trades are
downloaded from the front office platform into
PFPC’s accounting system, again fully
automated, and the final check is an automatic
reconciliation between the accounting records
and those of the prime broker.

For long/short equity strategies and with
contracts for difference, most of this is fully
STP, although certain security types and
accounting entries still need to be input
manually, normally involving collateral
movements and some derivative types that
don’t lend themselves to full STP.

However, STP rates have increased to a
very significant level, so that although PFPC
has taken on a substantial number of
additional funds, it has not needed to
increase staffing to the same degree. The
past year has seen a major step forward in
efficiency through enhanced technology,
offering not only cost benefits but crucially
reducing the possibility of error. ■
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very few competitors can offer. The bank is
recognised within Ireland as a very good
employer, which also helps in attracting and
retaining people.”

However, Woods believes that the rate of
staff turnover in the administration sector has
started to slow. “The number of acquisitions
that have taken place has helped the labour
market to cool a bit,” he says. “There’s not
so much competition to attract people
changing job, and I think we will continue to
benefit from that in the short term. There will
always be turnover, but the important thing is
to keep it at an acceptable level.”

McClean believes that UBS’s position as
a relative newcomer to the market may have
spared it the level of staff turnover
experienced by other firms, but adds: “I
think there’s also a slowdown in staff

turnover in the industry, not just here but
everywhere. Perhaps the industry is starting
to mature a bit.”

PFPC International managing director
Mark Mannion believes that to some extent
the administration sector is inured to the
problems of attracting and retaining staff.
“Things have calmed down a little, but the
Dublin environment is still very challenging,”
he says. “The problem is when you’ve
suffered three or four years of significant
turnover that you almost begin to accept a
certain baseline that might be considered
unacceptable elsewhere.

“The Dublin hedge fund market is largely
concentrated in one area of the city. Many
providers are seeking qualified staff against
the backdrop of a relatively limited labour
supply, with a modest number of graduates
coming on stream every year, and yet there
is significant new start-up activity and strong
growth in hedge fund administration work
coming into the jurisdiction.”

The level of staff turnover in Dublin was
one factor that persuaded PFPC to join the
growing number of administrators that have
set up operations outside the capital – in
this case in Navan, a town around an
hour’s drive north-west of the capital that
was pioneered as a financial services
centre by the insurance group Generali.
“We’ve been very happy with our Navan
initiative,” Mannion says. “We’re getting a
new labour catchment area, reducing
turnover levels to negligible, and attracting
people from that area who want to avoid
the long commute into Dublin they would
otherwise face.”

State Street has operations in Kilkenny as
well as in Naas, on the outskirts of the
Dublin conurbation, and Drogheda to the
north of the capital, and Enos says the move
to set up new operations in suburban
centres follows a pattern already seen in the
US. “It’s a process we’re familiar with in the
US and elsewhere, where the city becomes
such a competitive place that these outer
centres start to develop on their own,” he
says. “The housing market in Dublin is
another factor – people can not only ease
their commute but purchase more property.
It’s all part of the equation, not just salary
compensation, to attract the talent you need
to advance the business.” ■
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