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business to onshore and it won’t stop until 
the uncertainty over the directive has ended. 
The terms of the directive are constantly 
changing and it is causing great confusion – 
funds can’t decide whether to list onshore or 
offshore or both.”

Uncertainty has led to the departure of 
a number of high profile companies listed 
on the Bermuda Stock Exchange, which 
has over 700 listed securities and a total 
market capitalisation of more than $225bn. 
But Greg Wojciechowski, chief executive of 
the exchange, says the exodus headlines 
are misleading. “Companies are only moving 
their holding structures; this is corporate 
restructuring, not operational restructuring. 
They are keeping their presence and people 
in Bermuda – in any case, it would be too 
expensive for individuals to relocate to high-
tax jurisdictions such as the UK.”

The hedge fund tide that once floated all 
boats threatened to sink them last year. A 
wave of redemptions, drawdowns and even 
some failures hit service providers hard 
both in onshore and offshore locations. 
Both constituencies are working hard to 
regain their former volumes and competition 
has become fiercer both between offshore 
jurisdictions and between offshore and 
onshore domiciles. 

Although rivalry between offshore 
locations was rife before the crisis, 
competition with onshore domiciles is a new 
phenomenon and a direct result of measures 
in Europe and the US to force business back 
onshore where it can be taxed at local rates. 
The Alternative Investment Fund Managers 
Directive is a prime example. Peter Hughes, 
group managing director of Apex Fund 
Services, says: “Offshore locations are losing 

Focus on developing 
innovative business 

solutions
By Phil Davis
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The impact on Bermuda’s fund industry 
has been less severe than in some of the 
other international financial services centres. 
Bermuda is also supported by other financial 
services activities – principally insurance 
and reinsurance – which have sustained the 
island’s overall revenues. “I think Bermuda 
has probably weathered the crisis better 
than most,” says Hughes. “Reinsurance is 
strong and growing, providing consistent 
revenues to the island.” This is one of the 
reasons Fitch has given a AA+ rating for the 
island and Moody’s awarded it a Aa2 rating. 
Wojciechowski says: “Bermuda has always 
taken a conservative approach – it has only 
licensed three or four banks and there is a 
strong regulatory culture for funds, insurers 
and the stock exchange.”

The strong insurance sector has helped to 
sustain the fund environment through a tough 
period. “All sectors have benefited from the 
sound regulatory framework – we have put 
the work in to create the infrastructure,” says 
Wojciechowski. “The expertise and structure 
we have here is world-class, similar to that of 
New York and London.”

He believes Bermuda is now well 
positioned to foster the long-anticipated 
convergence between the insurance industry 
and the capital markets. Wojciechowski points 
in particular to the Insurance Amendment Act 
which came into force last year to establish 
special-purpose insurers (SPIs) as a new class 
of insurer in Bermuda. The Act recognises 
and facilitates the structure of insurance-linked 
securities such as catastrophe bonds. A 
listing on an internationally recognised stock 
exchange should make these securities more 
attractive for potential investors, which number 
international hedge funds, traditional fund 
managers and other large allocators of capital.

This kind of innovation is typical of the 
exchange’s efforts to strengthen its position 
among the world’s stock markets. It has 
also developed Launch ‘n’ List services to 
bring down the time taken to create and list 
a structure, while its Mezzanine Market – for 
high-tech and development stage companies 
– has also taken off with about 30 launches 
to date. The success of the Mezzanine 
Market will be followed up later this year 
with the launch of an associated international 
trading service for non-Bermudan entities.

The Bermuda Monetary Authority (BMA) 

has been active in protecting the interests 
of the island too. To shore up its insurance 
sector, it has committed to creating a 
Solvency II-like regime to prepare for the 
advent of the European Union’s new Solvency 
II rules which are likely to become the 
insurance industry benchmark when they are 
introduced at the end of 2012. The Bermudan 
finance minister, Paula Cox, outlined 
legislation in March that will give the BMA the 
legal power to become a group supervisor.

With an eye to appeasing the US and 
its major economic partners, the BMA has 
also recently taken steps to strengthen 
regulations aimed at preventing money 
laundering and terrorism financing. An 
independent Financial Intelligence Agency 
has also been established to monitor and 
identify suspicious transactions.

Marina Lewin, managing director of BNY 
Mellon Alternative Investment Services 
in Bermuda, says: “Most people would 
recognise that Bermuda is well-run and 
appropriately regulated.”

But have the domestic institutions acted 
swiftly and decisively enough to defend 
the island’s growing position in the funds 
sector? Andy Smith, executive vice president 
of Butterfield Fulcrum, says: “Other locations 
around the world have learned from 
Bermuda of years past when the island 
aggressively recruited financial services firms 
to set up shop.”

He points to the dynamism of Geneva  6

“Most people 
would 

recognise that 
Bermuda is 
well-run and 

appropriately 
regulated.”
Marina Lewin, 

BNY Mellon
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APex  FunD SeRv iCeS

Proximity to 
managers is key to 
service provision

interview with Peter Hughes

The notion put about 18 months ago that the 
hedge fund industry would change radically 
in the wake of the financial crisis has, little 
by little, taken on real substance. The “light 
touch” approach by regulators, investors, 
service providers and funds themselves has 
ended. In particular, closer relationships with 
service providers are now sought by many 
funds to re-establish trust and meet the 
growing demands of local regulators.

The commoditisation of service provision 
may well have passed its peak, says Peter 
Hughes, group managing director of Apex 
Fund Services. Building maximum client 
volumes and then outsourcing services to 
cheap locations is no longer sufficient in 
many cases, he argues.

“We have a different model, where we 
locate close to fund managers so we know 
what they need, are available to deliver it 
and can do so consistently. It has become 
a time-sensitive business, so being in the 
same timezone is very important.”

Apex, headquartered in Bermuda, is 
one of the fastest growing privately-owned 
administrators, with 13 offices around 
the world from a standing start six and 
a half years ago. Its growth is predicated 
on a belief that tailor-made solutions will 
predominate in the future. It has a “one 
point of contact” philosophy and exacting 
service standards that include responding to 
emails within a given number of hours, not 
leaving clients on hold or transferring them 
to different departments.

But even the best intentions can go awry 
so procedures need to be in place that assure 
that quality is not compromised anywhere 
within the growing group. “It is important that 
we can show that each office follows the 

standards and implements the same controls,” 
says Hughes. SAS 70, which ensures for 
instance that each price is reviewed and 
each portfolio is scrutinised by two senior 
staff members, has been instrumental in 
both achieving this and demonstrating the 
achievement to clients. Allocators, alerted 
by a series of hedge fund losses linked to 
administration failings, see SAS 70 compliance 
as essential. “If it is important for the allocator, 
it is also critical for the client,” says Hughes.

Tailor-made services naturally imply a 
cap on the number of clients taken on and 
Apex has no more than 40 staff in any 
of its offices. “That way our ethics reach 
everyone,” says Hughes.” This is harder to 
achieve with, say, 200 people.”

But this doesn’t necessarily mean a cap 
on the growth of the company overall. “If one 
office becomes too busy, our policy is to open 
another with the same criteria of service and 
close contact with the client,” Hughes adds. 
“The key is not to become institutionalised. We 
want to deliver to all clients, not just the big 
clients. We are happy to take on loss-leading 
business with small firms if we spot potential 
and think we can help them to grow. Large, 
captive firms usually won’t do this.”

Nevertheless, aren’t many funds 
more comfortable with large, integrated 
administrators backed by hefty balance 
sheets? Hughes says there has been a shift 
post-Lehman. “People realise that big does 
not always mean robust, or responsible. 
Privately-owned businesses are all about 
responsibility and reputation. I will make 
sure personally that problems are resolved 
immediately. In a bigger organisation, the 
query can often just be shunted from 
department to department.” n

Peter Hughes, group managing 
director of Apex Fund Services
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and Zurich, which pounced as soon as they 
realised that the UK tax regime was about 
to get tougher and that funds perceived 
themselves to be caught in an increasingly 
hostile environment. “Geneva and Zurich 
did a really nice job – they talked about 
their economic development programme, 
the square footage available, the benefits of 
relocating and so on. Hedge fund managers 
were welcomed with open arms.”

Bermuda was previously similarly active, 
says Smith. “They were at every conference 
and would lay out the benefits of being in 
Bermuda. Admittedly it’s hard to do when 
you’re facing a systemic financial crisis, but 
it still needs to be done.” One of the moves 
Bermuda has made to improve its standing, 
says Smith, is to make it easier to set up a 
special purpose vehicle than in many other 
jurisdictions.

Bermuda has started to rise to the 
challenge, creating a committee of 
stakeholders, including lawyers. Another 
committee is looking at how to amend 
the Investment Funds Act to make it more 
attractive to funds.

The BMA played a key role in having 
Bermuda removed from the “grey list” of 
OECD countries that were deemed to have 
poor standards of tax transparency. Despite 
this success and the signing of over 20 tax 
agreements with trading partner countries, 
Bermuda is still not regarded as whiter than 
white by the Obama administration. 

The Bermuda Stock Exchange, among 
others, believes this is unfair. “The pressure 
that exists comes from our trading partners, 
who have issues with their own economies,” 

says Wojciechowski. “We are a small nation 
competing with larger nations with bigger 
voices.” Even though the US criticism is 
directed towards all offshore locations, 
not specifically Bermuda, the injustice 
is keenly felt by all on the island. “The 
fact is that Bermuda has been open and 
co-operative with its key trading partners,” 
says Wojciechowski. We have had a treaty 
with the US as far back as the 1980s and 
currently have information exchanges with 21 
countries.”

Wojciechowski believes there is a 
fundamental misperception of Bermuda’s 
role in the world economy. “We are not 
really offshore in the sense of a processing 
area.” That Bermuda is not just a fund 
domicile is demonstrated by the fact that 
out of 400 funds listed, half are Bermudan 
while the rest are international. In addition, 
Bermuda services hundreds of funds in other 
jurisdictions. “We provide business support 
to our trading partners,” says Wojciechowski. 
“We provide a real input to the US economy 
– about 40% of the property/casualty 
business in the US comes from Bermudan 
providers. The reinsurance business provides 
tens of thousands of US jobs.”

The US-Bermuda Impact Study produced 
at the end of 2009 found that Bermuda was 
the biggest offshore supplier of reinsurance 
to the US and that there was $60bn in trade 
between the two countries. “The Bermuda 
regulatory regime provides support to get 
product to market when the market needs it,” 
adds Wojciechowski. 

The complaint of many on the island is 
that the US authorities are looking at their 
tax revenues without taking account of the 
wider economic picture and the jobs that are 
being created. Meanwhile Bermuda – and 
other similarly affected offshore jurisdictions 
– is lobbying its most important trading 
partners and continues to develop services 
that not only match, but better, those in 
onshore locations. 

As Wojciechowski says: “Our future 
success will depend on how we continue 
to develop innovative business solutions. 
Of all our competitors, I think we are better 
placed because of the hard work we have 
put in and the length of time we have been 
doing it.” n

4 
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Ready to face the world?  
Wherever you are in the world, whatever the size of your fund, it’s vital you 
truly know your market. Our team of 1,700 professionals can help. We’ve 
gained a broad and deep understanding of the assurance, tax, transaction 
and advisory needs of hedge fund businesses in 140 countries around the 
world. It’s the understanding of these markets that can help you achieve your 
potential — no matter where in the world that potential lies.

What’s next for your business?
ey.com/assetmanagement
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Investors drive 
changes in practices

interview with Jessel Mendes & Chad Critchley
After taking a beating in 2008, the global hedge 
fund industry has achieved an impressive 
comeback. Global assets invested in the 
hedge fund industry are currently close to $2 
trillion and continue to return. Investors are 
smarter, more cautious and are demanding 
protection, performance, transparency and 
quality. Investment managers are striving to 
gain back investors’ trust and loyalty and can 
no longer hide behind the “proprietary” curtain. 
Regulators are being challenged to get more 
involved to ensure the right balance is struck 
between all players. As a result, the industry is 
undergoing major changes. 

From an investor’s perspective, there is 
a big demand for transparency. Funds are 
sharing a lot more information about leverage, 
risk management and geographical distribution 
of their investments. Funds are diversifying 
risks by arranging, for example, multiple third-
party custodians to hold assets, and financial 
information that is being shared is often now 
subject to independent review and verification. 
In many cases, back office functions and 
valuations once done by the asset managers 
are now being handled by third party 
administrators and valuation firms. “While 
demands have increased, the appetite for cost 
control and improved performance has not 
diminished,” says Chad Critchley, a partner at 
Ernst & Young Ltd. Service provider fees are 
under pressure and all players, including asset 
managers, are looking at cost effective ways 
of attracting and retaining capital. 

With regard to investment managers, their 
main challenge is to attract and retain capital 
by re-establishing trust and loyalty from their 
investor base. Managers are spending a 
lot more time with investors, ensuring their 
needs are met, questions answered, and 
concerns mitigated. Asset managers are also 
revisiting their compliance infrastructure and 
preparing for increased regulation. There is 
a rise in the C-Suite with managers hiring 

chief compliance officers, chief technology 
officers, chief risk officers and so on. 
Managers understand that these changes 
and investments are needed to keep up with 
the increase in reporting to investors and 
regulators. All of this has caused a fairly high 
barrier to entry. 

“Start-ups that don’t have a sophisticated 
infrastructure and reputable service providers 
will have a tough time in today’s climate,” 
says Jessel Mendes, a partner with Ernst & 
Young Ltd. From a regulatory perspective, as 
expected, a raft of globally-relevant regulation 
is about to impact the industry. “There is 
no escape,” says Critchley. “It is important, 
however, that all participants push for a level 
playing field. This industry is entrepreneurial 
and it would be a shame if that was 
diminished by forcing regulation that is 
punitive, protectionist, and anti-competitive.” 
It is also important for all to understand that 
the industry is global. Prime brokers, asset 
managers, investors, and related service 
providers all operate on a global basis. 

“Having different regulatory playbooks 
for different parts of the world fractures the 
globalisation of the industry and would, in my 
opinion, not be in its best interest,” Mendes 
adds. Finally, Bermuda has not been immune 
to the challenges of the hedge fund industry. 
However, it has weathered the storm and 
continues to see renewed interest in its hedge 
fund industry. Government, the Bermuda 
Monetary Authority and industry participants 
are all proactively working together to ensure 
investors and asset manager interests are met. 

“Bermuda has always offered an effective 
business environment striking the right 
balance between regulatory excellence 
without stifling entrepreneurial spirit,” says 
Mendes. It has been in the hedge fund game 
for a long time and boasts a sound track 
record. It is well positioned to capitalise on 
the next wave of this dynamic industry. n

Jessel Mendes (top) and Chad 
Critchley (below) are partners 
in the Financial Services Office 
of Ernst & Young. Both are 
based in Bermuda. 

The views expressed herein 
are those of the author and 
do not necessarily reflect the 
views of Ernst & Young.

eRnSt  &  Young
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The hedge fund industry has emerged in a 
stable condition after a few volatile months, 
but there now exists a new paradigm: fewer 
funds with more assets under management, 
but the same number of service providers.

The intensification of rivalry in every 
jurisdiction is not lost on the majority of 
providers. T. Andrew Smith, global business 
development head at Butterfield Fulcrum, 
says: “There is little topline growth, so there 
is a lot more competition now. You can see it 
with hedge funds themselves as the 2+20 fee 

structure is now often discounted. For us as 
administrators, it is a question of operating 
as efficiently as possible – shrinking 
expenses and redeploying technology and 
resources.”

It is also a question of maintaining client 
levels by providing funds with a service that 
will reassure investors and regulators. “We 
have to be that much sharper when it comes 
to pricing,” says Smith, “But the critical issue 
is transparency and that revolves around 
people, processes and technology. You are 

Paradigm shift 
boosts fortunes of 

independent providers
By Phil Davis

inDuStRY
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not necessarily going to win the business 
by undercutting your rival by a basis point. 
The fund is just going to go back to the 
administrator it likes best and ask for a 
comparable price.”

Equally, while many funds demand online 
tools, administrators that offer a full and 
reliable service with total transparency are 
unlikely to lose business, Smith believes. 
“The fund is probably going to be content to 
receive an email rather than logging in to get 
the same data. But what clients really want – 
and this is non-negotiable – is a transparent 
process, on a daily basis, and in their own 
time zone.” 

Transparency is now an industry 
watchword, but it means very different 
things to different funds and investor types. 
However, valuation, risk and verification are 
the cornerstones of transparency for many 
funds, and vendors have added functionality 
to existing services and filled out their suites 
to address these key areas. Marina Lewin, 
managing director of BNY Mellon Alternative 
Investment Services, says: “We have 
developed new products and services such 
as Price Verification and Asset Validation, 
which helps managers to verify prices 
independently of the core administration 
service and value assets against the 
records of custodians and counterparties.” 
Through an alliance, BNY Mellon Alternative 
Investment Services also offers Investor 
Analytics to investors and managers, which 
measures risk and diversification within 
portfolios. It believes custodian services are 
also a key differentiator for funds looking 
for service providers. Lewin says: “A lot of 

managers are looking for custodial services 
to diversify their unencumbered assets. 
Funds are looking for solid financial services 
firms that can offer cash management 
services.” 

Administrators that can prove they have 
internal controls that ensure continuity and 
consistent quality are equally likely to gain an 
edge. Sometimes this means having the right 
certificates on the website or on the office 
walls. “It is important that we can show 
that each office follows the standards and 
implements the same controls,” says Peter 
Hughes, group managing director of Apex 
Fund Services. Apex is one of a growing 
number of administrators that have devoted 
resources to obtaining the SAS 70 standard, 
which demonstrates – for instance – that 
each price is reviewed and each portfolio 
is scrutinised by two senior staff members. 
Allocators, concerned by high-profile hedge 
fund failures linked to administration failings, 
see SAS 70 compliance as essential. “If it is 
important for the allocator, it is also critical 
for the client,” says Hughes.

Getting the service proposition right is 
clearly a priority in a tougher operating 
environment. But these are uncertain times 
and focusing too heavily on one jurisdiction 
represents a risk that many administrators 
are coming to realise needs to be mitigated 
to safeguard the business model. The 
primary source of risk mitigation is through 
geographical diversification. Hughes notes 
that markets wax and wane quicker than 
people can imagine, so it is helpful to have 
multiple revenue streams from multiple 
locations. “At the start of 2008 we decided 
to open six new offices,” says Hughes. 
“Even though that was not looking a good 
idea by the end of the year, we went ahead 
and launched them and they are already 
profitable.” In Asia, one of Apex’s principal 
areas of focus, the recession ended earlier 
than elsewhere (indeed, it barely touched 

inDuStRY
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“We have to be that much sharper when 
it comes to pricing. But the critical issue 
is transparency and that revolves around 
people, processes and technology.”
T. Andrew Smith, global business development head at 
Butterfield Fulcrum
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The BSX is internationally 
recognised as an attractive 
venue for the listing of: 
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 Investment Fund Structures 
 Equities 
 Fixed Income Structures
 Derivative Warrants
 Insurance Linked Securities

Established in 1971, the Bermuda Stock 
Exchange is the most widely recognised, 
offshore securities market platform.
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Hamilton, HM 11 
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Fax: 1.441.296.1875

web: www.bsx.com 
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BeRMuDA StoCk exCHAnge

Providing transparency 
to listed vehicles

interview with greg wojciechowski
Despite a handful of corporate departures 
from Bermuda, the news beneath the 
headlines is that the vast majority of 
companies have no intention of moving 
from the island. The rationale behind their 
decisions varies, but is usually based on 
the same factors: the operational reliability 
of the Bermuda Stock Exchange (BSX), the 
diversification of Bermuda’s economy, its 
convenient geographical position and the 
effective and conservative regulatory regime.  

Greg Wojciechowski, chief executive 
of BSX, says any movement is down to 
corporate restructuring rather than operational 
changes. “The moves mainly involve a change 
of corporate holding company domicile. 
Operationally, these companies continue to 
function in Bermuda with management and 
staff on the ground.  As there is critical mass 
of insurance and financial service related 
companies located in Hamilton, a powerful 
incentive to stay is created.”

In addition, Bermuda is hailed as an 
economic success story with, according 
to Fitch Ratings, a “solid track record of 
macroeconomic stability” with a rating of 
AA+, Moody’s Aa2 and Standard & Poor’s 
AA-. This comes at a time when other 
offshore jurisdictions are experiencing severe 
economic problems. The strength of the 
stock exchange underscores Bermuda’s 
position as a world-class financial services 
centre. The BSX is home to nearly 700 
listed securities and has a total market 
capitalisation of over $225 billion.

Of course, historical achievement alone 
is not sufficient to persuade companies and 
funds of the island’s merits. BSX recognises 
that innovation is essential to maintaining 
and expanding its franchise. So, for instance, 
it has continued to develop its Launch ‘n’ 
List services to reduce the time taken to 
create, domicile and list a structure - whether 
a fund or a more specialized instrument such 

as a Catastrophe Bond. “This was launched 
several years ago and is probably now 
more efficient than similar services onshore 
because we are a smaller jurisdiction with 
less bureaucracy and a close working 
relationship with our regulator, the Bermuda 
Monetary Authority” says Wojciechowski.

Indeed, onshore locations represent bigger 
competition than ever given the raft of tax 
and regulatory reforms that are being rolled 
out across onshore jurisdictions, targeting 
offshore activity. Wojciechowski points out 
that BSX has two distinct approaches: one for 
the continued development of the domestic 
capital market and the other for creating niche 
services for the international capital markets.

Other innovative moves to attract business 
include the Insurance Amendment Act 2008 
which became effective last November, 
providing for the establishment of special-
purpose insurers. This recognises and 
facilitates the creation of insurance-linked 
securities (ILS), such as catastrophe bonds 
(cat bonds). BSX has already successfully 
listed nine cat bonds with a combined value 
of nearly $900 million, the most recent being 
the Merna Reinsurance Principal at Risk 
Variable Notes due 8 April 2013. The BSX 
has developed specific regulations for ILS 
listings, which are not always mirrored by 
other jurisdictions.  These focus particularly 
on transparency, something that has become 
particularly important to end-investors.

The BSX’s Mezzanine Market, designed 
for growing high-tech and development stage 
companies, has also taken off with about 
30 launches to date. Wojciechowski says: “It 
allows smaller companies that are gearing up 
for larger-scale opportunities to raise capital 
and, more importantly, get their regulatory 
house in order ready for further launches.” 
The success of this initiative has led BSX to 
soft-launch an associated international trading 
service for non-Bermudan entities. n 

Greg Wojciechowski, chief 
executive of BSX
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of a couple of years ago when there was a 
big push by hedge funds into South America 
and administrators had to decide whether 
they could service funds out of Cayman 
and Bermuda or whether they needed to be 
present on the ground. 

Some administrators – such as Apex – 
insist that all activities should be performed 
in the same jurisdiction as the funds that 
are being serviced. Hughes claims: “People 
are increasingly turning to our high-touch 
model.” Apex’s growth from launch six and 
a half years ago has indeed been rapid and 
while it is headquartered in Bermuda, it now 
has 13 offices around the world. The growth 
is predicated on a belief that tailor-made 
solutions will predominate in the future. It 
has a “one point of contact” philosophy and 
tough self-imposed service standards.

Its model provides hope to all niche 
providers that the might of the large, captive 
administrators can be challenged. As 
Hughes says: “Three years ago, we were 
purely a niche administrator. Now we are a 
global brand.”

Independent administrators have been 
able to steal a march on banks in the last 
18 months, according to Butterfield Fulcrum. 
“The big banks were unable to replace the 
employees they had to let go during the 
crisis and were focused on getting their 
balance sheets back on track,” says Smith. 
“They have a lot of power, but they cannot 
turn on a dime like smaller, more flexible 
firms. If we need to hire to service a demand 
in any of our locations, we just go out and 
hire the people we need.”

At the same time, the best captive 
administrators are also playing to their 
strengths. Lewin at BNY Mellon Alternative 
Investment Services says: “Our competitors are 
wide awake. But the financial strength of our 
institutions has allowed us to grow our assets 
– we are one of the few top administrators to 
have done so in the past year or two.”

It would appear then that two types of 
firm are starting to dominate the industry: 
innovative and dynamic independent service 
providers with global ambitions, and powerful 
captive administrators that have protected 
and enhanced their reputations in the wake 
of the crisis. It is not impossible that these 
two groupings will tighten their grip for years 
to come. n

some parts of Asia at all) and Apex attracted 
a number of new funds to its platform. “In 
tough times, you take all the clients you can 
at low assets then pick up the basis points 
later when liquidity returns,” Hughes says.

Wherever the service, it has to be provided 
at the lowest margins possible to attract new 
business. Hughes says: “Funds are looking 
for a high-touch service without having to pay 
through the nose for it. Even the big names 
have felt the pain so they don’t want to pay 
the huge fees that are levied by the large 
administrators any more. They don’t feel they 
are getting value from them.”

One way for the administrator to reduce 
its own costs and the fees it charges clients 
is by outsourcing some of its activities to 
cheaper locations. Smith says Butterfield 
Fulcrum has reduced its staff in high-cost 
locations. “We still have the same business 
volumes, but we have moved the core 
operations to centres of excellence,” says 
Smith. “We do business in nine different 
countries but most of our core operations 
people are based in Canada and India. 
India and Canada are the engine rooms 
for core administration services such as 
reconciliations and data management.”

Butterfield Fulcrum is not alone in 
withdrawing back-office services from 
Bermuda: Citigroup, JPMorgan and SEI all 
pulled back some time ago, leaving a hard 
core of smaller administrators in Bermuda 
that are solely focused on servicing funds on 
the island. 

Butterfield Fulcrum still has a significant 
client base that is serviced from the island. 
It has ten additional offices after opening a 
new office in Dublin last year. A number of 
other administrators have also created bases 
in Ireland after it became clear that the island 
would be one of the main beneficiaries of 
funds migrating from Cayman and Bermuda. 
Butterfield Fulcrum will also open an office 
later this year in Luxembourg, which has 
been another significant beneficiary of the 
post-crisis era. “There has undoubtedly been 
a migration of volumes from Bermuda to 
Luxembourg and Dublin and we always aim 
to follow our clients,” says Smith. “We aim 
to be frontiersmen, getting there before our 
clients do. We spend a lot of time talking to 
our clients and asking them where they are 
likely to go next.” This mirrors the situation 
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