
April 2011

Singapore Hedge 
Fund Services 
2011

Progressive 
regulations drive 
growth in Lion City

Advocating the 
Asian Cloud

Singapore takes 
key role in fund 
development

http://www.hedgeweek.com


Singapore Hedgeweek Special Report Apr 2011 www.hedgeweek.com | 2

ContentS

Special Reports Editor: Simon Gray, simon.gray@globalfundmedia.com 

Asia Correspondent: James Williams, james.williams@globalfundmedia.com

Sales Managers: Simon Broch, simon.broch@globalfundmedia.com; 

Malcolm Dunn, malcolm.dunn@globalfundmedia.com 

Publisher & Editorial Director: Sunil Gopalan, sunil.gopalan@globalfundmedia.com 

Graphic Design: Siobhan Brownlow, siobhan.brownlow@globalfundmedia.com 

Photographs: Courtesy of Singapore Tourist Board

Published by: GFM Limited, 1st Floor, Liberation Station, St Helier, Jersey JE2 3AS, 

Channel Islands Tel: +44 (0)1534 719780 

Website: www.globalfundmedia.com 

©Copyright 2011 GFM Limited. All rights reserved. No part of this publication may 

be reproduced, stored in a retrieval system, or transmitted, in any form or by any 

means, electronic, mechanical, photocopying, recording or otherwise, without the 

prior permission of the publisher.

Publisher

In this issue…
03 Progressive regulations drive growth in 
the Lion City
By James Williams

06 Advocating the Asian cloud
By Rick Morris, Global Head of IT, Linedata

09 Providing a Nascent solution in Asia
Interview with Ralph Chicktong, Managing Director, 
Custom House Singapore

10 Singapore takes key role in 
development of hedge funds
By James Williams

13 MAS Regulations improve standards
Interview with Yang Eu Jin and Tan Choon Leng, Partners, Corporate 
& Securities Laws, KhattarWong

http://www.hedgeweek.com
http://www.globalfundmedia.com


Singapore Hedgeweek Special Report Apr 2011 www.hedgeweek.com | 3

than SGD250m in AUM, paid-up capital of 
SGD250,000 and fewer than 30 qualified 
investors could now chose whether to be 
licensed (CMS, or Capital Markets Services 
license) or not, provided they did so by 
writing to notify MAS.

Under the new provisions, all fund 
management companies would be subject 
to additional safeguards including placing 
investors’ monies with licensed custodians 
in the jurisdictions where those monies were 
held. Independent fund administrators would 
also need to be used whilst CMS holders 
would also need to have compliance officers 
commensurate with their size of operations. 

“People wanted something more 
reassuring from regulators and ensure that 
hedge funds couldn’t practice too much 
regulatory arbitrage by setting up shop in 
friendlier jurisdictions,” says Melwyn Teo, 
Associate Professor of Finance, Singapore 
Management University and MD of the BNP 
Paribas Hedge Fund Centre.

“So far we haven’t seen too many 
spectacular blow-ups in Singapore, so I don’t 
think there’s any major concern, but it’s still 
comforting from an investor’s perspective 

As the US and Europe prepare to impose 
regulatory shackles on hedge fund managers 
in response to the financial meltdown of 2008, 
Singapore has, for many, emerged as a pillar 
of pragmatism with no knee-jerk reactions, 
just a sensible, measured approach. 

Admittedly, there was some initial 
confusion as its regulatory body, the Monetary 
Authority of Singapore (MAS) deliberated over 
what to do, canvassing public opinion on how 
best to move forward. This resulted in some 
funds upping sticks and setting up shop in 
Hong Kong instead. Consequently, start-up 
numbers fell some 13 per cent in 2009. 

This uncertainty, however, was cleared up 
last April when MAS announced new licensing 
provisions. The result? Start-up numbers 
increased (approximately 24) and Singapore’s 
alternatives AUM grew to USD21.55bn 
compared to USD17.64bn in 2009. Multi-
strategy, macro and equity long/short made 
up the majority of start-up strategies, with 
established global heavyweights like Fortress 
Investment Group and SAC Capital choosing 
to open offices there, the latter in 2009.

In one fell swoop the rules of engagement 
were clarified: Boutique start-ups with less 

Progressive 
regulations drive 

growth in the Lion City
By James Williams
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that there’s someone watching over fund 
managers’ shoulders. It’s good that MAS 
resolved the regulatory uncertainty,” adds Teo.

For any credible manager, Singapore’s 
regulatory framework has remained largely 
unchanged according to Peter Douglas, 
principal of GFIA Pte, a hedge fund 
advisory firm.

“Singapore’s was one of the few 
regulators globally that had properly 
understood alternatives, pre-crisis, and had 
established a pragmatic regime. There’s 
some tightening of requirements, especially 
for mid-tier managers, and the “brass-plate” 
management companies have largely been 
eliminated, but the philosophy and approach 
to regulation is unchanged,” notes Douglas.

Industry feedback during last year’s 
consultation was by and large positive 
according to MAS. “The majority agreed 
with our approach of calibrating the level of 
regulatory and capital requirements for different 
categories of fund managers, based on the 
size and complexity of their businesses, the 
sophistication of their clientele, and their 
potential market impact,” confirms a MAS 
spokesperson. In response to this feedback, 
MAS issued a paper in September 2010.

Its reasoning behind the new provisions 
was to enhance the regulatory regime for 
fund management companies and Exempt 
Fund Managers (EFMs), ensuring it remained 
responsive to the investors’ changing needs 
– an approach MAS considers essential for 
the long-term growth of Singapore’s fund 
management industry.

Although widely applauded as 
progressive, the regulatory improvements 
mean that start-up costs have unavoidably 
risen. Michael Coleman, Chairman for AIMA 
Singapore and MD of Aisling Analytics – 
whose USD1.5bn Merchant Commodity fund 
is one of Singapore’s biggest – was quoted 
last year as saying: “It’s a double squeeze 
for start-ups. The bar has been raised both 
by the regulators and investors.” 

Not everyone is happy. Tan Choon Leng, 
Partner, Corporate & Securities Laws at 
Singapore law firm KhattarWong, notes that 
some of the firm’s clients’ sentiments are 
mixed with a degree of concern. “As you 
know MAS is going to impose an AUM 
cap of SGD250m on start-up EFM holders. 
Many funds were concerned that they would 

breach it quite quickly and thereby need to 
move up to the next category which brings 
with it greater compliance and regulatory 
obligations,” comments Tan.

Fears aside, Singapore is looking ahead. 
MAS won’t worry about fund managers 
losing their EFM status because the 
licensing provisions are based on relative 
size of fund AUM. 

“In Q2 2011, MAS will consult the industry 
on draft legislative amendments, which will 
take effect in the second half of 2011,” the 
MAS spokesperson confirms. 

Around the same time these industry 
provisions were being discussed, post ’08, 
regulators embarked on an auditing blitz of all 
the city’s exempt fund managers. Even though 
they were, ostensibly, separate exercises, 
it’s probable the two were inter-related. The 
reason for the audit was to see how compliant 
exempt fund managers were with their existing 
licensing regime. It was around this time that 
the consultation paper proposing regulatory 
tightening was released. A clear sign, then, 
that MAS was being proactive in its response 
to the global financial crisis. 

As a fund jurisdiction, Singapore is well 
positioned for smaller start-ups, compared 
to say Hong Kong, because costs are lower. 
Teo doesn’t see these new provisions being 
too onerous: “It’s all about shielding funds 
from over-regulation because for these guys 
the compliance costs can be quite high 
relative to their asset base.” The bigger the 
fund, the easier it is to absorb the costs of 
recruiting compliance officers. It seems a 
very fair approach.

The jurisdictional debate often centres 
on whether Singapore is better than Hong 
Kong. In essence, though, there’s nothing to 
choose between the two other than that the  7

“So far we haven’t seen too 
many spectacular blow-ups 
in Singapore, so I don’t think 
there’s any major concern 
but it’s still comforting from 
an investor’s perspective that 
there’s someone watching over 
fund managers’ shoulders.”
Melwyn Teo, Bnp paribas HF Centre

Tan Choon Leng, Partner, 
Corporate & Securities 
Laws at Singapore law firm 
KhattarWong
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Advocating the 
Asian cloud

By Rick Morris

It wasn’t so long ago that hedge funds 
refused to countenance any kind of remote 
hosting solution. Concerns about security 
and speed of service plus a reluctance to 
relinquish control of the physical equipment 
were all legitimate reasons for keeping a 
technology system in-house. However, rapid 
developments in the area of cloud computing 
have brought about a change of heart 
among hedge fund managers. 

Mark Smith, Managing Director of Asia for 
Savvis, a global leader in cloud infrastructure 
and hosted IT solutions for enterprises, 
comments: “High levels of security for 
managed hosting and cloud is of the utmost 
importance to enterprises today. Reputable 
services providers like Savvis have data 
and network encryption at their disposal 
and can secure the cloud infrastructure 
at multiple levels. Our clients, such as 
Linedata, that offer cloud-based services on 
our infrastructure are able to provide their 
customers with service levels that can cover 
security, backup and recovery, infrastructure 
and service reliability as well as quality of 
service. This helps our clients’ clients limit 
their risk exposure.”

He also points out, “The benefits of 
a locally hosted solution are not to be 
neglected – facilities such as those used 
by Linedata in Singapore mean that latency 
will be negligible and local expertise can be 
used to greatest effect.”

To dispel another myth, a hosted 
environment does not inhibit connectivity 
or integration – these can be managed as 
securely and efficiently as for an in-house 
system; there are no limits to your interfaces 
with prime brokers, administrators or 
integration with business critical software.

In a recent report, Cloud Infrastructure 
as a Service and Web Hosting, Gartner 
notes that “the cloud has created new 

opportunities for cost savings and business 
agility,” and that is certainly a trend 
amongst Linedata clients in Asia who 
choose to manage their software through a 
hosted service. 

Hosting is an area of particular expertise 
for Linedata, whose entire front-to-back 
offering is available on a hosted solution. 
There has been a significant increase 
in uptake during the past 18 months 
from clients who wish to reduce their IT 
overheads but not their business flexibility. 

Hong Kong-based hedge fund OP Calypso 
has been a Linedata client for over seven 
years. On their strategic move to be hosted 
from an in-house version of Linedata 
Beauchamp, Michael Stockford, Chief 
Operating Officer, observes, “Our decision to 
move to a hosted environment was driven 
by several factors. Firstly, our own desire to 
ensure hardware capacity constraints do not 
become an issue, so that managers when 
travelling can safely and securely access 
the system wherever they may be. Secondly, 
to be able to easily upgrade to the latest 
software release. Thirdly, to address investor 
demands for managers to have robust 
internal portfolio systems that include 
efficient disaster recovery procedures.”

As Stockford indicates, clear business 
continuity plans, a disaster recovery 
facility and fully backed-up data are now 
pre-requisites for investor due diligence 
purposes, and a properly managed cloud 
scenario will help to achieve these – as 
well as a virus-free, protected environment. 
A well-hosted solution will enable secure 
log on from anywhere, so your business 
can keep running even if your premises 
are inaccessible for any reason. Far from 
being a security risk, a properly hosted and 
managed solution brings you business as 
usual plus the power of the cloud. n

Rick Morris, Global Head of IT, 
Linedata
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licensing process in Singapore is somewhat 
faster and all funds in Hong Kong have to 
register themselves, regardless of size. “I 
don’t think it needs to be a case of “Us 
versus them”, says Yang Eu Jin, Partner, 
Corporate & Securities Laws at KhattarWong. 
“Both jurisdictions are big enough to absorb 
all these new fund managers.” 

Both are also well placed to serve 
different markets: Hong Kong, being the 
gateway to China, typically attracts equity 
long/short managers. Singapore, points out 
Teo, “attracts more macro funds because 
we’re a currency hub”. It also has a more 
prominent private banking industry. 

Funds of all strategies exist in the Lion City, 
with Douglas admitting that “recently we’ve 
seen a mini-renaissance in unconstrained 
long equity strategies”, but its location does 
lend itself favourably to those seeking growth 
opportunities in Asian powerhouses like 
Indonesia, Thailand and India. 

One trend that Tan has picked up on is 
the bigger funds choosing to have offices in 
both locations: “In Hong Kong they tend to 
be more China-focused with many looking at 
pre-IPO and consumer driven opportunities 
whereas the ones based here tend to have a 
Southeast Asian focus. It always used to be 
Asia ex-Japan. It could well be Asia ex-China 
in future.” 

Singapore’s tax regime is also very attractive 
to fund managers. Currently, the tax rate is 
10 per cent on performance fees subject to 
MAS approval. As a leading financial centre, 
anti-money laundering regulations are strict, 
the socio-political environment is stable and 
its economy is one of the region’s most 
robust. Singapore also has extensive IT and 
telecommunications networks. 

From an operational viewpoint, the cost of 
establishing and running funds is relatively 
low. “Many global players have cited the 
relative ease of setting up businesses and 
our cost-competitive environment as the 
main draws of starting up their businesses in 
Singapore,” confirms the MAS spokesperson. 
“There’s a diversity of new entrants in 
Singapore and I think that’s going to make it 
very exciting going forward,” notes Teo. 

These are all important “hard” factors, 
but there are “soft” options that count in 
Singapore’s favour, most notably the quality 
of life. Crime is very low. There are plenty 

of international schools for children, not to 
mention a plethora of shopping opportunities. It 
has all the cosmopolitan flair of any major city.

Nevertheless, it would be folly to think of 
it as a perfect jurisdiction. Unlike Hong Kong, 
it doesn’t have the world’s second largest 
economy neighbouring it. This makes asset-
raising somewhat tougher. “The challenge 
isn’t the regulatory but rather the capital-
raising environment,” says Teo. “We don’t 
really have a hinterland, China isn’t in our 
backyard.” He believes this is the biggest 
worry facing Singapore because in Hong 
Kong “there’s a lot more going on”. But 
that could change if private banks begin to 
increase their allocations into alternatives. 

Douglas concurs with Teo by admitting 
that, generally, “asset-gathering” funds 
tend to congregate more in Hong Kong 
where the capital markets flow is stronger: 
“Singapore suits those managers that prefer 
to concentrate on more osmotic asset 
accumulation.” In his opinion, Singapore 
has more of a clear edge on jurisdictions 
like Japan, India and Korea that are less 
favourable to boutiques. 

Singapore’s robust supervisory framework 
and pro-business environment have attracted 
leading financial institutions and global 
investors to operate there with confidence. 
As regulatory uncertainty persists in the 
West, the more attractive a jurisdiction it 
has become, with MAS confirming that it 
continues to see increased interest from both 
overseas and indigenous fund managers 
looking to set up there and “benefit from the 
Asian growth story”.

“Singapore’s regulatory environment is 
driven by prudence and appropriate industry 
policy, not by politics, and it’s therefore a 
much more stable environment than either 
the US or Europe,” concludes Douglas. n

4 “Singapore’s regulatory 
environment is driven by 
prudence and appropriate 
industry policy, not by politics, 
and it’s therefore a much 
more stable environment than 
either the US or Europe.”
peter Douglas, gFia
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Ralph Chicktong, Managing 
Director, Custom House 
Singapore

Providing a Nascent 
solution in Asia

interview with Ralph Chicktong
An increase in Asian start-up hedge funds 
helped regional assets grow 15 per cent to 
USD152bn last year. 

For fund administrators like Custom 
House Singapore, this growing client base 
is largely emerging out of Hong Kong and 
Singapore. “We see a lot of fund managers 
establishing themselves in Asia. As the Asian 
economy evolves, global fund managers 
are establishing a presence here both to 
take advantage of the increasing Asian-
based investor appetite and to broaden their 
investment opportunities,” says CH Singapore 
Managing Director, Ralph Chicktong. 

With over 95 start-ups in 2010, competition 
amongst fund administrators to win new 
mandates is increasing. “Asia has always 
demanded a high level of service at a 
competitive price,” says Chicktong, confirming 
that Singapore was chosen because of its 
stable legislative and financial infrastructure 
and well-educated workforce. “Both English 
and Chinese are the official languages and 
it’s very easy dealing with the external world 
from here,” explains Chicktong. 

Custom House opened its Singapore 
office in April 2008. “The regulators were very 
accommodating,” says Chicktong. “They’re 
very receptive to fund administrators and the 
fact that we spent time establishing contacts 
with intermediaries such as, brokers, lawyers 
and accounting firms has paid off; we have 
a very solid reputation in Asia now and the 
recent receipt of the Hedgeweek Best Asian 
Fund Administrator Award recognises our 
efforts and growth to date.”

In addition to obtaining new clientele, 
processing funds managed by Custom 
House’s other offices from a lower cost 
centre like Singapore has proven to be 
an effective business model. “We’re ever 
expanding the model and I believe it’s one 
that’s being increasingly replicated by other 
fund administrators in Asia,” says Chicktong.

New fund regulations centred around 
competency and capital requirements are 
expected to be introduced in Singapore in 
2H11. Whilst seen as fair, they could have the 
effect of causing small start-up managers to 
look at alternative platforms.

Given the market for Asian start-ups, Custom 
House recently launched an open-ended Malta 
domiciled segregated cell structure – Nascent 
Fund SICAV Plc. The aim is to provide a low-
cost off-the-shelf fund vehicle for the first one 
to two years when a fund is endeavouring to 
establish a track record. 

“The fund can then transfer out of 
Nascent into a stand-alone fund taking the 
trading company and track record with it,” 
says Chicktong, who believes Asian fund 
managers are now looking for more of a 
one-stop shop approach.

Chicktong confirmed that CH is in the 
process of replicating the structure in the US 
and is also looking at doing so in Asia for 
Shariah-compliant funds. 

Moving forward, Custom House Singapore 
is streaming its systems towards providing 
more flexible and timely information to 
service both fund managers and funds. 
“It’s important that we keep pace with the 
evolving demands of fund managers. The 
industry is demanding timelier reporting from 
service providers and we’re rising to the 
challenge,” explains Chicktong. 

Chicktong expects the firm to grow both 
organically through fund performance and 
increasing subscriptions in traditional product 
areas: “Our relationship with our parent 
company, Equity Trust, provides us with 
additional capability to deliver products such 
as Family Office and Private Equity which are 
enjoying significant growth post ’08. Although 
we already operate in this space, our goal 
is to increasingly synergise with Equity Trust 
to provide as broad a range of services as 
possible to the alternatives industry.” n

CuStoM HouSe
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A recent industry report showed that 
Singapore’s market share in the Asian hedge 
fund space had risen year-on-year to 14.14 
per cent. With assets under management 
also climbing 22 per cent from USD17.6bn 
end-2009 to USD21.5bn, there’s good reason 
to be optimistic on the scope of influence 
the Lion City will have in shaping the 
region’s alternatives industry. 

As discussed in the previous article in 
this Hedgeweek Special Report, last year’s 
decision by MAS to clarify its intentions on 
licensing provisions proved to be a massive 
fillip and helped reverse the trend of fund 
managers setting up shop in Hong Kong. 
Start-up numbers bounced back.

This is clearly one of the reasons why 
assets grew in 2010, but there are two others 
to consider. First, existing fund managers 
upped their game with the likes of Aisling 
Analytics – one of Singapore’s biggest 
hedge funds (USD1.5bn in AUM) – posting 
strong returns: its Merchant Commodity fund 

featured at number 17 in Bloomberg’s recent 
100 Top-Performing Large Hedge Funds 
report after posting returns of 19.8 per cent. 

Second, non-Asian fund managers began 
relocating to Singapore in a bid to break away 
from oppressive tax regimes. Prana Capital 
LLP moved there from London last April, as 
did Algebris Investments. Adam Levinson, 
co-CIO of global macro funds at Fortress 
Investment Group, has also moved to the city-
state to drive the firm’s Asian expansion.

Hedgeweek asked global macro manager 
Prana Capital to comment on their decision 
but they declined, although its CIO, Peregrine 
Cust (who once worked for London-based 
hedge fund manager Crispin Odey), was 
quoted last year as saying the decision to 
relocate was to get closer to the action: “We 
like to get our hands pretty dirty and meet 
with the companies and do that extra bit of 
due diligence; it made sense to make that 
investment to capitalise on the long-term 
opportunity to move to Singapore.” 

Singapore takes key 
role in development of 

hedge funds
By James Williams

induStRy
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With fund managers gravitating to Singapore 
thanks to its progressive tax and regulatory 
regime, competition is hotting up. Seunghyun 
Cho is Managing Director of Leonie Hill 
Capital. The firm has been in Singapore since 
2007. He believes its alternatives industry has 
evolved on two fronts: “In terms of product 
development, we’ve observed a greater variety 
of strategies deployed. Also, the market 
has become deeper and diversified, with 
more players finding Singapore conducive to 
manage their funds. So yes, I believe it has 
become more competitive.”

Andrew Gordon, Executive Vice President, 
BNY Mellon Broker Dealer and Alternative 
Investment Services, is excited by the number 
of larger managers that have built significant 
businesses over the past couple of years. 
“They have done this with more than just 
investment performance – but by outperforming 
in operational terms as well,” says Gordon. 

Chris Kundro, co-CEO of LaCrosse Global 
Fund Services, agrees, saying that one of the 
most noticeable trends has been the number 
of funds outsourcing their middle and back 
office operations. 

“Investors now are demanding a more 
industrial-strength operations platform,” 
comments Kundro. “We’re providing daily 
P&L, cash and collateral management for 
OTC derivatives, settlement and clearance for 
non-prime brokerage transactions: not only is 
it more professional operations management, 
it’s better control over the hedge funds, 
which investors appreciate.” Singapore has 
been a strong market for LaCrosse, with 
Kundro confirming that in 2H10 the firm 
brought on about 10 fund start-ups. 

When asked whether the emergence 
of prop-desk spin-offs was putting added 
pressure on established funds to perform, 
Cho says there’s more to running a 
successful fund than being a good trader. 
“We need to be able to manage good 
returns, but that’s not enough. We need to 
know how to deal with all the legal issues, 
manage the good quality of client service 
and manage cash flow for office operations 
etc. A good management team is essential.” 

Recent start-up, Woodsford Capital, began 
trading its Woodsford Relative Macro Fund 
last year and uses LaCrosse Global as its full-
service administrator. CEO Zhijian Wu, says 
there were a few reasons why Singapore 

was chosen to establish the fund. Regulatory 
transparency was one, government efficiency 
another, with Wu confirming that it takes just 
24 hours to register a company provided all 
necessary documents are prepared. “Thirdly,” 
says Wu, “Singapore is well located in one 
of the world’s fastest growing areas. With 
close access to big emerging markets such 
as China and India, there’s huge business 
potential here.”

Wu says that because Singapore’s 
regulations are transparent “it improves 
the efficiency and attractiveness for start-
ups”. Generally speaking, its infrastructure 
is well developed, but not everyone is 
convinced. Although considered one of the 
most advanced cities, Cho doesn’t think it 
gives a particularly stable and fast service 
with respect to broadband connectivity and 
telecommunications systems.

Nevertheless, with a near non-existent crime 
rate and high standards of living, it ticks a 
lot of the “personal” boxes. Kundro says he’s 
noticed that managers with young families 
tend to favour Singapore. “When considering a 
fund’s jurisdiction a manager tends to balance 
the cost and ease of doing business there 
with investors’ demands for protection. As 
a jurisdiction, Singapore has made excellent 
progress attracting funds,” opines Kundro. Cho 
agrees: “It’s a good gateway for funds from 
the developed countries in finding good value 
and deals in emerging Asian markets so as to 
deepen their product range.”

The growth of Singapore’s fund market 
means that service providers are becoming 
more prevalent, keen to cash in on new 
opportunities. Previously a lot of prime 
brokerages serviced Hong Kong and 
Singapore collectively, but this is changing. 
“We’ve certainly seen a growth in the size 
of Singapore’s prime brokerage community,” 
explains Gordon. “Most now have teams in 

induStRy
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“Singapore is well located in one 
of the world’s fastest growing 
areas. With close access to 
big emerging markets such as 
China and India, there’s huge 
business potential here.”
Zhijian Wu, Woodsford Capital
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MAS Regulations 
improve standards

interview with yang eu Jin & tan Choon Leng

“In Singapore most fund management start-
ups will require some form of registration 
with MAS, it’s just a question of what form 
of registration or licensing they’ll need based 
on what they intend to do,” explains Yang 
Eu Jin, Partner, Corporate & Securities Laws, 
KhattarWong, one of Singapore’s largest 
indigenous law firms. 

Eighteen months ago, Yang says there was 
some “regulatory uncertainty”. Industry players 
heard news there was going to be a revamp 
of the fund management licensing regime 
but what that entailed was not clear. This, he 
says, may have led to some start-ups “putting 
their plans on hold” or looking for other 
jurisdictions to domicile. When MAS released 
its consultation paper last April, however, it 
gave a good idea what those changes would 
be and that restored confidence in the market.  

In another proactive move following the 
’08 financial crisis, MAS embarked on an 
auditing blitz of all exempt fund managers, 
prompting anxious calls from managers “who 
were concerned that they may be found 
wanting in some ways,” says Yang.     

The new licensing provisions by MAS 
have brought regulatory clarity to the city-
state. This has raised the quality of hedge 
funds says Tan Choon Leng, another partner 
at KhattarWong: “In the past it was probably 
easier to get MAS exemption. The guys 
that might have been profitable but badly 
governed have been weeded out. What you 
have now is a new breed of managers who 
have stepped up their game,” comments Tan.

This has helped KhattarWong’s advisory 
business grow. Start-up numbers, although 
having suffered a blip in 2009, have been 
building momentum since ’05. Both partners 
agree that last year probably saw a 30 per 
cent increase in business but Yang says that, 
taken over a longer trajectory of 5 years, 
growth has been exponential. 

Singapore’s pragmatic approach to 
regulation has long had overseas admirers. 
With Dodd-Frank and AIFMD hanging like 
a storm cloud, western fund managers are 
making a beeline there. “We probably have a 
lot of AUM with prop trader spin-offs, that’s 
one of the reasons we’ve seen our business 
increase. But the sheer number isn’t that 
great,” explains Tan.  

“Investment opportunities in Asia and the 
growing number of potential HNW investors 
are two other important factors,” adds Yang. 
“This combination is causing people to move 
out here and set up shop.” 

Client sentiment regarding the new MAS 
provisions is mixed according to Yang. He 
says that some were concerned they’d 
breach the AUM cap of SGD250million, 
whilst a few were concerned about the 
paid-up capital requirements of SGD250,000. 
“SGD250,000 is usually not a princely sum 
for hedge fund managers so most don’t have 
an issue with that. The general sentiment is 
that it’s better to have clarity than none at 
all,” comments Yang. 

Being one of the strongest regional 
practices in Asia, KhattarWong is well placed 
to capitalise on the expected increase in 
hedge fund start-ups in Singapore. It has one 
of the city’s leading China practices, offering 
clients Pan-Asia advisory support. “We have 
offices in Vietnam, Hong Kong, and an 
operations base in Shanghai but we also 
have lawyers here that come from China and 
Southeast Asia as well,” explains Tan.      

Whilst regulatory uncertainty remains in 
the US and Europe, Yang believes talent and 
capital will continue to move to Asia: “Clarity 
in this industry is so important.” “Even 
though prices and valuations have gone up,” 
says Tan, “the mid-term outlook is that Asia 
is on a strong growth trajectory and we hope 
to grow with it.” n
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derivatives collateral positions, including 
valuations, mark-to-market, reconciliation and 
custody of collateral,” explains Gordon. “We’ve 
also launched a price and asset verification 
service to help hedge funds that are not 
looking for full administration – although most 
clients in Asia are looking for the full service.”

Cho thinks that overall, service providers 
offer “decent” services to help the hedge 
fund industry but believes there’s room for 
improvement in terms of price and speed. 
“Finding the right partners to work with 
makes a big difference in how fast your 
hedge fund can get ahead. I believe it is 
more of a partnership relationship.”

Aside from prime brokerages ramping 
up their teams, another emerging trend is 
the lengthier time it’s taking to get investor 
subscriptions. Increased due diligence 
means investors want to track the fund over 
two or three quarters before committing 
capital. “Speaking to fund managers in the 
region, it’s taking about nine months to get 
investor subscriptions whereas previously it 
might have taken three,” comments Kundro. 
Consequently, both prime brokers and fund 
managers are having to exercise greater 
patience in the capital introduction sphere.

Singapore-based fund managers are 
blessed with an abundance of talented 
people to hire. The Financial Industry 
Competency Standards (FICS) ensure a high 
standard of professionalism in its financial 
workforce. Ironically, Woodford Capital’s Wu 
attributes staff retention to be one of the 
biggest challenges of running a hedge fund 
there: “Due to the low unemployment rate 
the job market is quite hot and the turnover 
of operation staff is relatively high.” 

As more funds continue to populate 
the city-state, prime brokers and fund 
administrators are likely to be busier than ever 
over the mid-term. This is quickly confirmed 
by BNY Mellon’s Gordon: “Our pipeline is 
healthy so we do see continued market 
growth – hopefully we’re at the start of a trend 
that will see more Asian investment into Asia-
based hedge fund managers.” n

Singapore itself and they’re all busy.” 
BNY Mellon set up a global infrastructure 

to support prime brokerages’ needs to 
segregate their clients’ assets; having on-the-
ground brokerage teams in today’s era of 
due diligence is de rigueur. In 2010, the likes 
of Deutsche Bank and UBS beefed up their 
Asian prime brokerage teams to capture 
greater market share; the latter hiring David 
Forsyth to head up its Singapore prime 
brokerage division. 

“Singapore was an early mover in 
providing the infrastructure and regulatory 
environment to attract hedge funds,” 
confirms James Fallon, Director, Asia Pacific 
Global Markets Financing Sales, BoAML. 
“As a result, most prime brokers like BoAML 
have a physical presence on the ground to 
service these clients.”

Many expect Singapore’s capital raising 
environment to improve in 2011. A recent 
report by Deutsche Bank predicted that 
capital allocations into hedge funds would 
quadruple to USD210bn this year, with 
up to 40 per cent of respondents saying 
they would increase allocations into Asia 
ex-Japan. More importantly still, 65 per cent 
of respondents said they would consider 
putting capital into funds under USD1bn in 
AUM. This bodes well for Singapore, but it 
comes as no surprise to Kundro. “Many of 
the launches we saw last year were in the 
USD10m to USD40m range,” says Kundro. 
“Now we’re seeing several start-ups come to 
us with AUM in the USD40-80m range. I think 
many funds realise they need to get to scale 
at launch rather than waiting.” 

With its private banking heritage, Singapore 
has become a choice destination for HNW 
individuals. This benefits established fund 
managers with track records and means they 
can adequately compete with Hong Kong: 
as evidenced by its growing market share 
of assets. “Generally speaking, Singapore 
has less political/country risks compared to 
Hong Kong,” says Cho. He says the two will 
continue to compete, but in different fields as 
each has its own niche: “Hong Kong is good 
for public listings, Singapore is good for asset 
management.”

So what are service providers doing to 
stay ahead of the curve in Singapore? “A 
recent area of activity has been the launch 
of a portfolio of services to manage OTC 

11 “Singapore has made excellent 
progress attracting funds.”
Chris Kundro, LaCrosse global Fund 
Services
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