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wrestled with the conundrum of achieving 
economic development in a physically small, 
crowded country with little in the way of 
natural resources beyond a balmy climate 
and idyllic sandy beaches. Historically the 
Maltese have travelled far and wide as 
seamen, fishermen and emigrants, fostering 
an outward-looking mentality that is paying 
dividends in today’s globalised economy.

Over the centuries, Malta’s strategic 
location between Europe and North Africa 
and the superb natural harbour of Valetta 
have drawn the attention of outside 
powers. The islands’ many rulers have left 

For most of the past two decades, there 
have been only two significant international 
fund domiciles and servicing centres in 
Europe, Luxembourg and Dublin. But just 
as new rules governing both traditional and 
alternative investments draw promoters’ 
and managers’ attention to the advantages 
of establishing fund vehicles within the 
European Union, the Mediterranean island of 
Malta is staking a serious claim to a share of 
this burgeoning market.

The inhabitants of the Maltese 
archipelago, which also comprises the sister 
islands of Gozo and Comino, have long 

Skills, speed and cost 
lift Malta’s global 

profile
By Simon Gray
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Legislative changes 
drive island’s appeal

By Katya tua

Although Malta has seen its profile grow 
among the global financial services 
community particularly over the past two 
or three years, its fund industry has been 
developing for more than a decade.

Even at the outset, the island’s potential 
as a jurisdiction offering appropriate and 
flexible fund regulation was evident, and 
the regulations allowing companies to 
be redomiciled have existed since 2002. 
Redomiciliation is available for any corporate 
structure, regardless of whether it is licensed 
or not in the original jurisdiction, enabling 
other types of corporate entity to be 
redomiciled to Malta.

For a licensed entity such as a fund, 
the redomiciliation process takes place 
simultaneously with the licensing of the 
vehicle in Malta, enabling the fund to 
move as a going concern and retain its 
existing track record; there is no need for 
any redemption, nor tax implications for 
the fund or its investors. The investments 
remain in the same assets; all that moves 
is the domicile of the corporate structure. 
Compared with closing a company and 
launching a new one, or carrying out a 
merger, it is a very rapid and straightforward 
process.

One restriction is that the corporate 
body moving domicile must be able to 
adopt a similar corporate structure to that 
in its original domicile. However, the range 
of available vehicles was expanded in 
February this year with the extension of 
Malta’s existing cell company regulations to 
collective investment schemes. This means, 
for instance, that a Guernsey incorporated 
cell company structure may now be 
redomiciled, which was not the case in 
the past because Malta lacked a corporate 

structure in which each compartment had its 
own legal personality.

The addition of cell companies to the 
range of vehicles available to funds in Malta 
is just one of a number of ways in which the 
island has sought to meet the requirements 
of the international fund industry. For 
example, under the Companies Act funds 
can be structured as limited partnerships, 
although today the Sicav plc – open-ended 
investment company – remains the most 
popular structure among promoters.

Partnerships may gain more interest in 
the future following amendments to the 
Companies Act also introduced earlier 
this year that grant them more flexibility, 
while another recent change involves 
the introduction of regulations governing 
contractual funds. Malta strives to keep its 
regulation and laws in line with what clients 
require, which often involves anticipating 
developments that the market will seek in 
the future.

The success of the Professional Investor 
Fund regime is poised to benefit the island 
further when the EU’s Alternative Investment 
Fund Managers Directive makes regulation 
of the alternative fund industry the norm 
across the continent from July 2013. While 
passage of the directive has boosted interest 
in redomiciliation of funds to Malta, European 
managers with existing offshore structures are 
also looking to replicate them within the EU.

Having a fund domiciled in a jurisdiction 
within the union is an important factor for 
investors, as we saw with the upsurge of 
business following Malta’s accession. But 
ultimately it is the responsiveness of the 
legislator, adequate legislation and regulation, 
and the expertise of service providers that 
drive decisions to bring business here. n

Katya Tua is head of the 
investment services 
department with Simon Tortell 
& Associates



MALTA Hedgeweek Special Report Sep 2011 www.hedgeweek.com | 6

an interesting and diverse imprint on the 
country’s language, culture and legal system, 
according to Laragh Cassar, a partner with 
law firm Camilleri Preziosi.

“Malta’s culture reflects its geographical 
situation and history,” she says. “There is a 
strong European element, but also influence 
from the Arab world. Our history comes out 
in the way we speak, and people’s readiness 
to switch between English, Maltese and 
Italian expressions. And we should also be 
grateful to the English for leaving us with 
a work ethic more usually associated with 
northern Europe.”

The legal system is itself a mix of French, 
Italian and English concepts. “Throughout 
our history these influences have made their 
way gradually and naturally into our system,” 
Cassar says. “That means, for instance, 
that the trust is a well-established and 
understood concept in Maltese law, whereas 
its application in our neighbour Italy has 
not been as widespread. This has proved 
important to the development of our local 
wealth management industry.

“Our Companies Act is based on the UK 
Companies Act and our financial services 
legislation is largely inspired by the UK 
legislative framework, although over the 
past decade we have also implemented EU 
legislation [Malta became a member on May 
1, 2004]. All our laws are published in English 
and Maltese, and generally, in the case of 
financial services legislation, the former 
prevails in the event of conflict.”

Cassar says the approach to adopting 
European directives into Maltese law reflects 
the country’s history of accommodating 
external influences. “The regulator is always 
trying to come up with new offerings,” she 
says. “With the introduction of the Alternative 
Investment Fund Managers Directive, it is 
seeking to develop a concept of regulation 
that will give Malta an advantage. The 
regulator has a great record of success in 
getting the most out of a situation like this.”

The proactive attitude of the Malta 
Financial Services Authority and its long-time 
chairman, Prof. Joe Bannister, is widely cited 
as an important factor in Malta’s growing 
reputation as a business-friendly jurisdiction. 
“The Maltese culture of doing business, 
including the firm yet flexible regulatory 
approach taken by the MFSA toward 

hedge funds, gives us an edge over more 
established jurisdictions,” says Dr Joseph 
Ghio, a partner with Fenech & Fenech 
Advocates.

“In other fund centres access to the 
regulator can best be described as remote. 
In Malta we do things differently, which is 
down in part to our small size. At times that 
can be a disadvantage, but in this case it is 
definitely a benefit. We can be very quick in 
responding to a new situation, and we have 
seen that on account of international market 
events, the backdrop for international fund 
business is almost unrecognisable compared 
with two or three years ago.”

Paul Mifsud, managing director of fund 
custodian Sparkasse Bank Malta, says a 
determination to assist managers in getting 
their fund projects up and running as quickly 
as possible distinguishes Malta from rival 
jurisdictions. “Local service providers do a lot 
of work that you might not find elsewhere, 
and speed to market is a priority for the 
MFSA, which tries as hard as possible to 
keep within an agreed timeframe for the 
launch of a fund,” he says.

Ghio notes that the MFSA continues 
to encourage face-to-face meetings with 

3 
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“The Maltese culture of doing business, 
including the firm yet flexible regulatory 
approach taken by the MFSA toward 
hedge funds, gives us an edge over more 
established jurisdictions.”
Dr Joseph Ghio, Fenech & Fenech Advocates



MALTA Hedgeweek Special Report Sep 2011 www.hedgeweek.com | 7

oveRv i ew

applicants as part of the licensing process. 
“That’s something you simply don’t get in 
other jurisdictions, where licence holders 
only get to see their regulator when there is 
something wrong,” he says. “This reflects not 
only how much we value our reputation and 
pay attention to the quality of business we 
accept, but our openness to help applicants 
find flexible working solutions to meet our 
own and European rules.”

The openness of the regulator also 
underpins Malta’s ability to take on 
innovative types of investment strategy, 
which in turn helps to build up the skill 
base of service providers and boost the 
jurisdiction’s reputation for being capable of 
handling structures or asset classes that are 
off the beaten track. “The more business we 
see, the more our experience grows,” Ghio 
argues. “We are always very pleased to take 
on something that breaks new ground.

“Having quick access to dialogue with 
the MFSA is crucial, because we can 
discuss a variety of approaches and find 
workable solutions not just for the client 
but to ensure the regulator is comfortable 
with the structure and confident that there 
will be no damage to our reputation. Some 
complex structures would not have been 
possible had the regulator not been willing 
to listen to what the project was about. You 
probably won’t find many countries where 
practitioners sing the praises of the regulator 
in the way they do in Malta.”

The island’s appeal is not down to the 
virtues of the MFSA alone. According to 
Ghio, other contributory factors include 
Malta’s extensive network of almost 60 
double taxation treaties, the everyday use 
of the English language, and the fact that 
the island is in a convenient time zone for 
Europe, Africa and the Middle East.

The country has also made considerable 
efforts to bring its technology infrastructure 
up to the standard required by the 
international financial services industry – IT, 
another industry that relies on brainpower 
and skills rather than raw materials, large 
numbers of employees or expensive 
operating facilities, is another priority for the 
government in its efforts to boost economic 
development.

“Since we opened our office in June 2008 
a number of additional optic fibre cables 

have been laid to mainland Europe,” says 
Anthony O’Driscoll, managing director of 
administrator Apex Fund Services Malta. 
“The three telecoms operators, Vodafone, 
GO and Melita, have all invested heavily, 
and there is now plenty of redundancy built 
into the system. Being able to rely on a solid 
technological infrastructure is important not 
just for the financial industry but other fast-
growing sectors such as gaming.”

There’s no escaping, however, the 
importance of the cost structure in Malta 
by comparison with its main rivals. “Setting 
up a fund from scratch in many popular 
jurisdictions is becoming increasingly 
expensive and requires the manager or 
promoter to have a substantial volume of 
assets under management,” Mifsud says. 
“In Malta it’s feasible to launch a fund with 
assets starting from EUR5m, whereas in 
Luxembourg or Ireland you would need 
significantly more to reach critical mass.”

Cost is an important factor to highlight 
abroad, Cassar agrees. “From service 
provider fees to regulatory charges, this 
country is much more cost-effective, and 
financial services firms are joining forces 
with the government and bodies such as 
FinanceMalta to get the message across,” 
she says. “Everyone is co-operating to raise 
the country’s international profile. Service 
providers may be marketing their own 
business as well, but there is a sense in 
which everyone is working for the same 
team.”

A great deal of work is done by 
FinanceMalta, a joint venture between 
the government and the private sector 
established in 2007 to promote the island as 
an international financial centre. “A number 
of initiatives involving local practitioners 
aim to put Malta on the map, including 

“In Malta it’s feasible to 
launch a fund with assets 
starting from EUR5m, 
whereas in Luxembourg 
or Ireland you would need 
significantly more to reach 
critical mass.”
Paul Mifsud, Sparkasse Bank Malta
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Practitioners acknowledge that in other 
parts of the world the country’s position 
as a regulated jurisdiction within the EU 
and the sophistication and expertise of its 
financial industry are not as well known 
and understood as they might be. “We still 
sometimes get queries about what Malta 
is and where it is,” Tua says. “A surprising 
number of people still do not know it is an 
EU member.”

George Gregory, partner and head of 
tax and corporate services at professional 
services firm RSM Malta, says that the 
country still can be lumped together with 
offshore centres, especially in the US. 

international events and roadshows” says 
Katya Tua, head of the investment services 
department at law firm Simon Tortell & 
Associates. “It’s to everyone’s benefit that 
Malta should be better known.”

Andrew Frankish, a director of 
administrator IDS Fund Services, agrees, 
saying: “The more firms we as an industry 
can get interested in Malta, the bigger 
the fund services pie becomes, and our 
assets under administration will grow even 
if individual firms’ share of the pie stays the 
same. The industry is growing together and 
everyone is doing their part to promote the 
jurisdiction.”

7 

PIFs: a flexible regime for hedge funds, private equity and more
Malta’s success in attracting international fund business is mostly down to the Professional Investor Fund 
regime, introduced in 2000 when the Malta Financial Services Authority issued the Guide to the Establishment of 
Professional Investor Funds. Previously funds established in Malta had been largely aimed at the domestic retail 
market, but the launch of PIFs started to draw attention from international fund promoters and managers targeting 
sophisticated investors.

There are three categories of PIF with differing minimum investment levels and other rules, reflecting the type 
of investors at which they are aimed. Experienced Investor PIFs are designed for more affluent and sophisticated 
retail investors, and their minimum investment level was reduced last year from EUR15,000 to EUR10,000.

These funds carry the highest level of restrictions to protect investors, including the requirement to appoint a 
custodian or prime broker (optional for other types of PIF), diversification of investment rules (strengthened at the 
time the minimum investment was lowered), and a leverage ceiling of 100 per cent of net asset value.

The Qualifying Investor PIF carries an investment minimum of EUR75,000 and is not subject to any restrictions 
on investment scope, borrowing or use of leverage; it does not require the appointment of a custodian or prime 
broker. According to Katya Tua of Simon Tortell & Associates, these remain popular among promoters, but demand 
for Extraordinary Investor PIFs, which have a minimum threshold of EUR750,000, has increased.

Extraordinary PIFs offer customised disclosure requirements and benefit from a faster licensing process at 
the regulator; they are often used for private equity investment, not only by institutions but wealthy individuals. 
Promoters can also set up self-managed PIFs whose investment management is the responsibility of the board of 
directors and that must have a minimum capital of EUR125,000.

Tua says the PIF framework is flexible enough to accommodate a broad range of asset classes, including 
‘alternative alternatives’ such as diamonds, wine, energy and loans, as long as diversification requirements are 
satisfied. “We get the whole spectrum,” she says. “It’s up to the investor to decide whether the underlying assets 
are suitable.”

Fenech & Fenech partner Joseph Ghio adds: “Malta has licensed fund vehicles that invest in assets as diverse 
as precious watches and aircraft finance. Creativity is the only barrier to what you can do with a PIF. In addition to 
traditional hedge fund strategies, we have seen funds investing in alternative energy, foreign exchange and Asian 
real estate – you name it, you’ll probably find an example in Malta.”

The regulatory framework may be flexible enough to accommodate wide diversity of assets, but various 
fundamental rules have to be satisfied. “PIFs are companies and must be audited annually, and the auditor must 
ensure that valuation is carried out according to IFRS standards,” Tua says. “In addition, there must always be 
safekeeping of the assets in whatever shape or form they are.

“Qualifying and Experienced PIFs do not need a custodian, but the regulator must be satisfied that the 
safekeeping arrangements and valuation policies are adequate. At the end of the day the PIF is lightly regulated, 
but it is regulated all the same. In most cases the key is disclosure to investors, who can then make up their own 
minds about whether they are comfortable with aspects of the fund such as charges, liquidity and risk.”
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O’Driscoll also expects the volume of 
assets for Malta-domiciled funds to grow 
in the near future. He says: “You have to 
consider the reduced number of funds 
globally that are launching with EUR100m or 
more, and the few that have such levels of 
assets tend to go to other centres. But for 
most managers, even those with well-known 
brand names, it’s difficult to raise assets in 
the marketplace.

“At the moment Malta appeals particularly 
to managers of smaller funds, but the 
focus is anyway more on the quality of the 
investment managers coming in than on 
the size of their assets under management. 
Already we’re starting to see asset volumes 
add up, and in two or three years’ time, 
when the market has turned, I expect to see 
rapid growth in asset size. It’s important that 
Malta starts building for that growth now.”

Gregory is more cautious. “The volume 
of assets is still relatively small,” he says, 
“perhaps smaller than some people might 
expect given the vigour of Malta’s marketing 
drive. But given the point at which we 
entered the market and our limitations in 
terms of size and geography, I think we’ve 
done a very good job.”

In the long term, Ghio believes, Malta 
is capable of challenging its established 
competitors for industry leadership. “Word of 

“Malta is not so well known as an onshore 
jurisdiction,” he says. “Luxembourg, which 
is of a comparable size to Malta, is better 
known, and is now a mainstay of Europe’s 
fund industry, whereas Malta has some 
catching up to do. However, I think Malta 
is doing a pretty good job about getting its 
name out there.”

The signs are that promotional efforts are 
making a difference, although for now the 
total assets of funds domiciled and serviced 
in Malta remain modest by comparison with 
numbers in other European jurisdictions. 
“Two years ago you wouldn’t have 
mentioned Malta in the same breath,” says 
Dermot Butler, chairman of Custom House 
Global Fund Services, whose global network 
of offices also includes operations in Dublin 
and Luxembourg.

“We’ve been present in Malta for nearly 
a decade, and I’ve long argued that it 
would come to the fore. Not only is it less 
expensive than its competitors, but Malta 
has been marketing itself very well. There 
may not yet be a huge volume of assets, 
but you have to consider that the jurisdiction 
has been in business for a considerably 
shorter time than its main competitors, and 
its growth rate is impressive.”

Mifsud says that the fallout from the 
financial crisis and its impact on attitudes 
among institutional investors continue to 
favour Malta over offshore jurisdictions. 
“We’ve seen an increase in hedge funds 
looking to be registered and regulated within 
the EU, whereas previously they would be 
domiciled mainly in jurisdictions such as 
Cayman, the BVI and the Bahamas,” he says. 
“Managers are following the requirements of 
their institutional investors, which want more 
robust regulation of the funds they invest in.”

Growth in Malta’s fund assets remains 
steady rather than breakneck. At the end of 
March this year, there were 331 funds with 
total assets of EUR7.93bn, according to the 
MFSA, a year-on-year increase of 7.7 per 
cent. Non-retail Professional Investor Funds 
accounted for more than three-quarters 
of the total at 256 funds and EUR5.31bn 
in assets. Malta’s fund assets peaked at 
EUR8.65bn at the end of December 2007 
before slipping back as a result of the global 
financial and economic crisis, a decline from 
which the industry is now recovering.  12
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Redomiciliation of 
funds into the EU

By laragh Cassar

Laragh Cassar is a partner 
with Camilleri Preziosi

A redomiciliation of the fund to Malta 
would not affect the fund’s existing listing 
arrangements in other jurisdictions. Further 
efficiencies of redomiciling include efficient 
tax planning opportunities for the fund, its 
investors and its service providers, which are 
achieved by Malta’s established and efficient 
taxation framework as well as the extensive 
network of double-taxation treaties with 
around 58 countries.

The process of redomiciliation is available 
to funds (as well as service providers) in the 
form of corporate bodies and established in 
jurisdictions that permit the redomiciliation of 
their companies. The scope of the applicable 
laws regulating the redomiciliation of 
companies ensures continuity and a smooth 
transition from their original jurisdiction to 
their newly-acquired Maltese domicile.

This is reflected in the legal effects of 
redomiciliation under Maltese law, as this 
does not create a new legal entity nor does 
it affect the continuity of the company. The 
redomiciliation does not have any effect 
on the property of the company, its assets, 
liabilities and obligations, nor does it render 
defective any legal proceedings against the 
company. The applicable regulations also 
provide for the validity of share pledges 
made in the jurisdiction where the company 
was originally formed. 

Fund managers and investors need 
not worry about the validity of existing 
contracts entered into with service providers, 
the registration of fund investors, or 
the ownership of the portfolio of assets 
belonging to the fund.

Continuity of the contracts entered into 
with a fund’s service providers is also 
facilitated by the fact that the MFSA currently 
does not require the service providers of 
non-retail funds to be established in Malta. n

Malta’s rules on the redomiciliation of 
investment funds have contributed to its 
success story as an alternative fund domicile 
in the European Union. Coupled with a 
robust yet flexible regulatory framework and 
a highly skilled workforce, Malta can offer 
fund managers added value and synergies 
through increased efficiencies and returns.

Merit is also due to the Malta Financial 
Services Authority as it has lived up to its 
philosophy of offering a level of flexibility 
within firm regulatory principles, earning itself 
the title of a reputable authority while being 
sensitive to the particular requirements of 
applicants. 

During a period when added returns have 
become an important consideration in the 
decision-making process, Malta offers lower 
compliance costs than other jurisdictions 
without undermining the high level of 
professionalism provided by the service 
providers available on the island.

As a result of the implementation of 
the Alternative Investment Fund Managers 
Directive, the redomiciliation of investment 
funds to Malta as an EU jurisdiction may 
also allow managers to benefit from the 
Europe-wide passport offered to professional 
investor funds. This will allow fund managers 
to establish a European base and promote 
their funds in all 27 member states of the 
union through the single authorisation 
requirement obtained from the MFSA.   

With the surge of exchange-traded 
products in the funds industry, it is worth 
noting that Maltese funds may be listed on 
the Malta Stock Exchange as well as obtain 
access to listing on foreign exchanges. 
In fact, the Malta exchange has been 
recognised by the UK and a number of 
Malta-based companies have listed on the 
London Stock Exchange.
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be kept on a handful of issues that could 
become problematic if they are not managed 
carefully. Perhaps least significant for the 
long term is a squabble between Valetta 
Fund Management and domestic investors 
left out of pocket when the La Valette Multi-
Manager Property Fund was suspended in 
2008 after its assets fell in value from a peak 
of EUR84m to EUR34m.

Some investors have claimed they were 
not informed of the risks of the fund, nor 
about fraud proceedings brought against 
directors of one of the underlying funds; that 
a number of privileged shareholders were 
allegedly informed of the fund’s difficulties, 
enabling them to redeem shortly before the 
suspension; and that a EUR0.75 per share 
buy-back offer from Bank of Valetta was 
inadequate. Nevertheless, the offer eventually 
won acceptances totalling 98 per cent of the 
fund’s capital.

“Disputes are something that happens 
as a domicile matures, but we have to be 
careful that such failures that do occur 
cannot in any way be attributable to a lack 
of regulation,” Ghio comments. “You can’t 
regulate against all failures, but through the 
regulatory framework you can ensure that 
service providers offer adequate checks and 
balances against fraud. That is something that 
the MFSA continues to take very seriously.”

There is also measured concern that as 
the Maltese fund industry grows, the regulator 
may find it harder to maintain its reputation 
for rapid and efficient licensing of funds. “It’s 
possible we could become victims of our own 
success,” Ghio adds. “The MFSA can feel the 
strain sometimes when it has to service many 
applications at the same time. Currently one 
of our advantages is time to market, being 
able to get a structure licensed within weeks 
compared with a month in Luxembourg 
or Dublin.

“If bottlenecks start to grow, the MFSA will 
have to widen its pool of resources, which is 
not always easy to do quickly. You can’t just 
find new staff on the street, and nor can you 
leave new hires to their own resources. They 
have to be trained, and they need adequate 
supervision. This presents a challenge, but 
the MFSA has already increased headcount 
as its responsibilities and business coming 
to our shores have grown, and up to now it 
has coped quite well.” n

mouth is slowly helping us reach a critical 
mass, at which point we can really enter 
Luxembourg’s and Dublin’s league,” he 
says. “That won’t happen overnight, but we 
are very confident that given time, as well 
as the effort and commitment being put in 
by everyone from the regulator to service 
providers and fund promoters, we will 
definitely succeed.”

Industry practitioners say the 
government’s commitment to keeping Malta’s 
legislation and regulation up to date and 
competitive is impressive. Over the past year 
a series of changes to the law has made 
partnerships and contractual funds more 
attractive by comparison with investment 
companies by giving them greater flexibility, 
while incorporated cell companies have 
been added alongside  traditional umbrella 
structures.

While the more traditional structures 
remain popular, Cassar says the important 
thing is to offer actual and potential clients 
a full range of options. For instance, she 
notes that the law governing cell companies 
only came into effect at the end of last year. 
“There has been interest from both the local 
and international fund industry,” she says.

 “It is now possible to create an umbrella 
structure where each cell is to all intents 
and purposes a company in its own right, 
with its own governance and accounts. This 
interesting and novel concept is particularly 
useful for platform structures where each 
sub-fund can be treated as an individual 
corporate vehicle while benefitting from the 
efficiencies of an umbrella fund structure. 
This was not possible previously.”

Tua notes that the changes also make 
it easier for funds to be redomiciled as 
a going concern from offshore or other 
jurisdictions to Malta, keeping their portfolios 
of investments and track records intact, 
because this requires an incoming fund 
to adopt a similar corporate structure to 
that used in its previous domicile. “We did 
our first redomiciliation way back in 2004,” 
she says, while acknowledging that many 
managers prefer to keep parallel onshore 
and offshore structures for different types 
of investor.

While the overall outlook for Malta as 
a fund jurisdiction is positive, industry 
members say a watchful eye needs to 

10 
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Malta’s efforts to put itself on the map as a 
fund domicile and servicing centre within the 
European Union have been an undoubted 
success. Although fund numbers and 
aggregate assets are still low by comparison 
with its main competitors within the EU, 
Luxembourg and Ireland, over the past three 
years the Mediterranean island nation has 
forced itself to the attention of managers 
and promoters examining whether investor 
attitudes and the new global regulatory 
environment make it advisable to base at least 
part of their fund range onshore in Europe.

Over the next few years, the authorities 
and industry practitioners hope, a 

sustained recovery in the global investment 
environment and increased awareness 
among investors of the benefits of alternative 
strategies will boost the size of the industry 
while Malta’s resources and skill base, 
coupled with significantly lower costs than its 
rivals, win a bigger slice of the growing pie.

An important factor will be the introduction 
in July 2013 of the EU’s Alternative 
Investment Fund Managers Directive, which 
will eventually oblige all managers seeking 
to market funds to sophisticated investors 
in Europe to comply with the continent’s 
regulatory system. This will include 
prescriptions regarding the responsibilities of 

Service providers look 
ahead to challenges 

of growth
By Simon Gray
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IDS is recognized as a Fund Administrator by the MFSA

IDS Fund Services Malta Ltd, part of the IDS Group, is exclusively focussed on the investment
industry and offers an innovative range of specialist fund administration solutions. Complex valuation
and accounting services are provided from our centre of excellence in South Africa and our services
offered through Malta currently cover :

Assistance in Fund Setups
Accounting and Valuations
Business Implementation
Investor Services
Corporate Secretarial Services
Custody to Funds of Funds

One size does not fit all.  At IDS Malta,  each client is an important client,  not just another client,  and 
our dedicated team of experienced professionals provide a tailored solution to your fund administration 
needs.

IDS Malta:  T: +356 2258 9500; F: +356 2258 9519; info@idsfundservices.com; www.idsfundservices.com
Street Address:  276 Fleur-De-Lys Road, Santa Venera, BKR 9067, Malta

Malta Ad - 22 August 11..indd   1 8/23/11   10:55:40 AM

http://www.idsfundservices.com
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Out of Africa into the 
European market

By Andrew Frankish

As South Africa’s leading alternative fund 
administrator, it was logical for the IDS Group 
to look to extend its services to Europe. The 
firm was examining the traditional options of 
Luxembourg and Dublin – when a meeting 
with Prof. Joe Bannister, head of the Malta 
Financial Services Authority, started the 
process that resulted in IDS setting up an 
office in Malta in the spring of 2010.

It’s not surprising that so many fund 
managers, promoters and service providers 
cite the welcoming and accommodating 
attitude of the MFSA as an important 
factor in the decision to establish funds in 
Malta. IDS found the regulator to be open 
and approachable, and the process of 
establishment and licensing was smooth 
and efficient.

More than a year later, the Maltese 
business has some USD250m in assets under 
administration, with new business coming 
less from pure start-ups than from established 
managers looking to create European-
domiciled funds in parallel with their offshore 
vehicles. Many of these managers are testing 
out the European market, not only in terms 
of investor demand but the regulatory regime 
and the calibre of service providers, but in 
the longer term we and Malta look forward 
to attracting some of the big-name managers 
that will give the jurisdiction momentum to 
start building assets more rapidly.

The established strength of the IDS Group 
in South Africa, particular as a reputed 
administrator of funds investing throughout 
the African continent, has probably helped 
in attracting an important source of new 
business for the Maltese operation. Since 
2010 the firm has been able to service the 
international funds of existing clients, including 
Cayman-domiciled vehicles, and this has been 
the biggest area of growth over the past year.

Managers see IDS as a specialist in 

handling the particular characteristics of 
Africa-focused funds and look to the group as 
a trusted partner when they decide to move 
into the European marketplace – although the 
political turbulence this year has temporarily 
put a brake on what had been growing 
interest in the North African region.

All the funds serviced by IDS in Malta and 
that are domiciled in the island are regulated 
under the Professional Investor Fund regime 
and follow classic hedge fund strategies, 
although there are also a number of private 
equity vehicles. In addition to Africa, we are 
seeing extensive interest from Middle East 
promoters targeting European markets, and 
the firm’s future marketing efforts will also 
focus on Switzerland and Liechtenstein, 
where awareness of the capability offered by 
Malta is growing.

There’s no doubt about the island’s 
advantages as a fund servicing centre, 
with its highly-educated, English-speaking 
workforce, extensive availability of 
accounting and legal skills, technological 
infrastructure and easy access to the main 
European business centres. All the building 
blocks are in place for Malta to grow into 
the major fund centre for the Mediterranean 
region, and this potential is increasingly 
translating into concrete business.

Getting Malta’s name established among 
managers and promoters throughout the 
world is a key element in this process, 
because the fund industry has traditionally 
exhibited a herd mentality, sticking to familiar 
service providers and jurisdictions. But the 
island’s cost-competitiveness is an important 
argument: it offers the same levels of 
qualifications and skills as Luxembourg and 
Dublin, but at a significantly lower cost. With 
the number of fund administrators growing, 
the industry as a whole has the expertise to 
compete on a global scale. n

Andrew Frankish is director of 
IDS Fund Services Malta



MALTA Hedgeweek Special Report Sep 2011 www.hedgeweek.com | 16

depositories and fund manager remuneration 
that industry members continue to regard 
as problematic, even though detailed 
implementation rules have not yet been 
finalised.

On one hand, the AIFM Directive could 
provide a significant boost to Malta, since 
EU-based managers and funds will gain 
earlier access to ‘passporting’ arrangements 
that will enable funds to be marketed 
(relatively) freely throughout the 27-nation 
union, and the island’s reputation for cost-
competitiveness and flexibility should appeal 
to managers looking for a European base. 
But there are also fears that the directive’s 
uniform rules may iron out at least some of 
Malta’s current advantages.

The directive’s requirement on alternative 
funds to appoint a depositary responsible to 
a large degree for the safekeeping of assets 
also poses questions about Malta’s range of 
custodians, which remains limited enough to 
raise concern about the jurisdiction’s ability 
to deliver a full array of services in the AIFM 
Directive era – although the recent addition 
of Deutsche Bank as a depositary is a 
promising sign.

The relative shortage of custodians does 
not currently affect alternative funds set up 
under Malta’s Professional Investor Fund 
regime, but it is seen as a major reason why 
the island has not become more popular 
as a domicile for Ucits funds. This has 
probably cost it at least some business at a 
time when managers are rushing to target 
European investors by taking advantage of 
the more elastic rules on use of derivatives 
and leverage provided by the Ucits III 
Directive in 2002 to package alternative 
strategies within the Ucits framework.

In addition, some members of the industry 
worry that Malta’s cost advantage over its 
competitors could diminish. They point out 
that salaries and other expenses in the 
island’s fund sector are creeping upward, 
noting that Dublin went in a decade from 
a low-cost alternative to Luxembourg to an 
appreciably more expensive centre, although 
it’s hard to argue that rising costs braked 
Ireland’s growth to any significant degree.

A key priority for Malta is ensuring that 
the sector’s workforce remains capable of 
accommodating the growth expected in the 
coming years – itself an important factor 

in keeping costs under control – and the 
industry has undertaken various initiatives to 
strengthen links with the Maltese education 
system to help provide the skills firms will 
need in the future.  

“Together with [promotional body] 
FinanceMalta, the Institute of Financial 
Service Practitioners has been in dialogue 
with the University of Malta for some time 
to remodel certain aspects of its courses, 
making them more practically oriented 
toward what the market needs,” says Dr 
Joseph Ghio, a partner with law firm Fenech 
& Fenech Advocates.

“Fund accounting was put on the 
university syllabus a few years ago, and now 
specialist elements are being introduced to 
that course. We have had a master’s degree 
in financial services for some 15 years, and 
it is now held by many of the professionals 
working in the industry. We are not only 
producing executives but also lower-level 
employees to complete the human resources 
package we need to do business.”

Malta may not be a very large country 
but its population of some 400,000 is not 
far off Luxembourg’s 500,000, notes Dermot 
Butler, chairman of Custom House Global 
Fund Services, although for obvious reasons 
it lacks the extensive pool of cross-border 
commuters available to the grand duchy 
in neighbouring areas of Belgium, France 
and Germany. “Still, the workforce is large 
compared with fund jurisdictions such as 
Cayman and Bermuda,” he says.

Butler is confident that the island’s labour 
pool is capable of sustaining significant 
expansion in fund services. “There may be 
a learning curve, and to begin with the legal 
profession may find itself under pressure, but 
it doesn’t take long for firms to gear up,” he 
says. “And since Malta is a member of the 
EU, there are no legal obstacles to importing 
trained people from other member states.”

Paul Mifsud, managing director of 

13 

 18

“The workforce is large 
compared with fund 
jurisdictions such as Cayman 
and Bermuda.”
Dermot Butler, Custom House Global 
Fund Services
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Apex  Fund SeRv iceS

Onshore shift draws 
international managers

By Anthony O’driscoll

Anthony O’Driscoll is managing 
director of Apex Fund Services 
Malta

an across-the-board mix ranging from 
mainstream hedge fund strategies such as 
global macro to country- or region-specific 
investments covering Russia or Eastern 
Europe, as well as asset classes such 
as commodities. Most new vehicles are 
Professional Investor Funds, but more Ucits 
funds are likely to be established in Malta in 
the future as the jurisdiction attracts a wider 
choice of custodian banks.

The growth of Malta’s financial services 
sector has been assisted by the high 
standard of education and professional 
skills available on the island, boosted by the 
growing links between the industry and the 
University of Malta. Firms and individuals, 
including members of the fund sector, are 
helping to tailor the university’s range of 
banking and finance courses to the future 
staffing requirements of service providers.

In addition, the government has played 
its part by creating a special tax regime for 
expatriate employees in strategic industries, 
including the financial sector. The aim is to 
attract talent from abroad at senior levels 
who over time will pass on their experience 
to home-grown high-flyers. This strategy also 
targets moving beyond fund administration 
and other services to the eventual nurturing 
of an investment management community 
in Malta. The authorities’ long-term strategy 
is also bolstered by a growing network 
of double taxation treaties that aid the 
competitiveness of Malta-domiciled funds.

Unlike other island fund jurisdictions, 
Malta not only has a bigger population but 
has more flexibility in areas such as the 
housing market to accommodate expatriates. 
It also helps that it offers a high quality of 
life, including its Mediterranean climate, 
a good education system, a high-calibre 
telecommunications infrastructure and 
good air transport links to the UK and other 
financial centres around Europe. n

Apex Fund Services opened in Malta in 
June 2008 and the business has grown 
in tandem with the development of the 
jurisdiction as a European fund services hub. 
Malta’s attractiveness to international asset 
managers has increased particularly over 
the past two years with a shift in emphasis 
toward creating onshore funds that mirror 
alternative investment strategies previously 
mostly offered through vehicles domiciled in 
offshore jurisdictions such as the Cayman 
Islands and Bermuda.

While Malta is in competition with 
established European fund centres such as 
Luxembourg and Dublin, it has the great 
advantage of significantly lower costs. This has 
also been an important factor for managers 
in the wake of the global financial crisis and 
economic downturn, with investors more 
cautious about committing capital to alternative 
funds and cost-effectiveness issues becoming 
much more important than in the past.

Cost is an important factor in Malta’s 
emergence as a fund jurisdiction, but far 
from the only one. While initially it was 
particularly favoured by managers of smaller 
funds, often with between EUR5m and 
EUR10m in assets but sometimes EUR3m 
at the lower end, average fund sizes have 
grown larger as the island has increasingly 
appealed to larger alternative fund managers.

This is down in large part to the proactive 
attitude of the regulator, the Malta Financial 
Services Authority, which translates into 
a quicker and easier set-up and launch 
process than in other jurisdictions – 
important in a market environment where 
time to market is often crucial. If promoters 
have anti-money laundering checks and due 
diligence procedures in order, the process of 
becoming regulated and obtaining a licence 
can take as little as six to 12 weeks.

For now most fund business coming 
to Malta is from alternative managers, 
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companies domiciled in the island. “The fund 
managers established here face a major 
issue in finding resources,” he says.

However, Gregory believes that the 
government’s scheme to offer a special 
tax regime for expatriates in the financial 
industry, first announced in November 2009 
and implemented earlier this year, will help 
to remedy this deficiency. “For up to five 
years, expatriates in certain positions at 
the top end of the industry will be charged 
a flat 15 per cent tax rate starting from 
salaries of EUR75,000, and anything above 
EUR5m will be tax-free. This should help to 
expand the industry and transfer expertise to 
local people.”

The potential appeal of Malta to fund 
management companies has already 
increased following the implementation in 
July of the Ucits IV Directive, which provides 
a legal framework allowing fund firms 

Sparkasse Bank Malta, says that in 
general the core skills required by fund 
administrators, custodians, accountancy 
firms and law practices are readily available, 
although specialists in areas such as asset 
management, which the authorities have 
targeted for future growth, are thinner on 
the ground. “We suffer in terms of the 
most specialised function, for example 
experienced traders and risk analysts, 
but we are well provided for entry-level 
positions,” he says.

Encouraging highly-skilled expatriates to 
bring their talents to the country is crucial 
if it is to expand the share of higher added 
value services within its financial industry, 
according to George Gregory, a partner 
and head of tax and corporate services 
at professional services firm RSM Malta, 
which has carved out a substantial area 
of expertise among fund management 

16 

Can Malta carve out a Middle East niche?
The political upheavals in North Africa in the first half of 2011, including the destructive civil war in Libya, have 
disrupted efforts to develop fund investment in the region, but over the long term industry members believe that 
Malta’s longstanding links with its Mediterranean neighbours can help it carve out a specialist niche as a centre both 
for investment in the region and for the establishment of funds by promoters based throughout the Middle East.

“We have seen more interest from the Middle East, particularly in Ucits but also in the alternatives space, since 
the financial crisis,” says Fenech & Fenech partner Dr Joseph Ghio. “Malta has historic cultural links with North 
Africa and the Middle East, and some people there now see our country as an oasis of stability. What is happening 
in Libya has shone a light on Malta’s strategic position, not only geographically but as a gateway to Europe for 
fund promoters from the Middle East wanting to establish a presence in the EU.

“They know there is a huge market in Europe and that Ucits is the most recognised investment brand worldwide. 
More than 40 per cent of Ucits sales are now outside the EU, and Asian countries are trying to emulate the Ucits 
model. But Ucits funds are not the only route because they will never be able to accommodate all investment 
strategies. Some managers want flexibility for hedge funds strategies that Ucits cannot provide.”

According to Apex Fund Services managing director Anthony O’Driscoll, relationships with the Middle East and 
North Africa may not yet be resulting in a great deal of concrete business but it is likely to grow in the long term. 
“Efforts are underway to build a Shariah-compliant fund structure here, something we should benefit from over 
time,” he says.

Dermot Butler of administrator Custom House believes that instability and conflict in the Middle East, which has 
already damaged Beirut’s position as an Arab financial capital and could affect Bahrain’s role in the Gulf, could play 
in Malta’s favour. “A lot of investors today wouldn’t consider investing in the Middle East and North Africa because 
of these upheavals, which could well continue for a decade or even a generation.

“Take Lebanon – it may now be at peace and more people are investing there, but they are doing so through 
external vehicles. Very few people are brave enough to invest directly into Lebanon. I can see people investing 
through vehicles set up in Malta for North Africa, and maybe for other parts of the Middle East. There could be 
competition from other centres such as Singapore, but Malta has thrived on competition for years.”

The South African background of the IDS Group has already brought its Maltese operation business from 
managers investing in other regions of the continent, according to Andrew Frankish. “We are getting quite a few 
African-focused funds, although some launches have been postponed because of the uncertainty in North Africa,” 
he says. “We had one fund licensed in January that was ready to invest in Egypt when the Cairo Stock Exchange 
closed down.”
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the uncertainty. Says Ghio: “Since the 
directive was first proposed, firms that were 
considering setting up funds within the EU or 
redomiciling existing ones there have been 
sitting on the fence because of uncertainty 
about the treatment of non-EU jurisdictions. 
They adopted a wait-and-see approach: will 
it be approved, will it be shelved?

“To some extent that caused a lull in 
activity, although in fact last year was one of 
the most active yet in terms of the licensing 
of new hedge funds here. But the delay in 
approving the directive [it formally became 
law on July 21] has given time for Malta to 
get more firmly on the map as an alternative 
to existing jurisdictions.”

Ghio argues that the benefits of Malta’s 
decade of experience will not be lost under 
the AIFM Directive. “All member states will 
be on the same starting line, but we have 
the advantage of having been in the hedge 
fund business since the late 1990s, when 
the first legislation was introduced in Malta 
regulating collective investment schemes 
for professional investors, and we have 
generated the critical mass to be credible as 
a jurisdiction,” he says.

But some industry members are less 
certain about how much Malta will benefit 
from the creation of a level playing field 
across Europe, arguing that the advantages 
the island has derived from its regulatory 
regime may no longer apply – although 
its cost structure and English-speaking 
workforce will still help it to compete.

Smaller countries have long exploited 
their small size and fast decision-making 
processes to create a favourable tax 
environment for the fund industry, which 
explains why Ireland, Luxembourg and Malta 
have benefited most, while other would-be 
domiciles such as the UK have struggled to 
get their regulatory and tax regimes pulling 
in the same direction. But the flexibility of 
Malta’s regime for non-retail funds may not 
stand out so far from other jurisdictions once 
the directive comes into force.

The other concern is that with so much 
responsibility and potential liability being 
shifted to the fund’s depositary under 
the directive, fewer institutions may wish 
to participate in the market. This could 
complicate Malta’s efforts to attract more 
custodians.

established in one EU country to provide 
management services to funds domiciled 
in another member state. It should grow 
further once the AIFM Directive extends this 
management passport to alternative funds.

Ghio believes the much-debated directive 
could create a gateway to Europe for 
alternative funds comparable with what the 
Ucits regime has done for the cross-border 
marketing of retail investment vehicles, 
and that Malta is well positioned to benefit 
– subject to the eventual shape of the 
so-called Level 2 detailed implementation 
measures from the European Securities and 
Markets Authority (Esma), currently under 
consultation.

“We are seeing an increase in people 
looking at Malta as a way into Europe, not 
necessarily instead of an offshore jurisdiction 
but in parallel, and perhaps as a member 
state of reference [where managers will 
be regulated] under the AIFM Directive,” 
he says. “We are still waiting to see how 
passporting will work, what the fine detail 
of the third-country provisions will look like, 
and how different countries will implement 
rules in areas such as private placement and 
depositary liability. All this remains very much 
a moving target for now, but the industry is 
watching the space very closely.”

Last November’s compromise agreement 
between the European Parliament and 
EU member states, which had drawn 
up competing and contradictory drafts 
of the directive, has relieved some of  21
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Tax regime boost for 
fund management

By George Gregory

Malta’s appeal as a European financial 
services jurisdiction has been demonstrated 
over the past few years not only by choice 
of the island as a fund domicile but also by 
the number of fund management companies 
set up in the jurisdiction providing services 
to both locally-established and foreign funds. 
That trend can only be further encouraged 
by Malta’s new tax regime, unveiled 
earlier this year, aimed at highly qualified 
expatriates.

The new regime, applicable to income 
earned from the beginning of 2010, introduces 
a 15 per cent flat tax rate on employment 
income derived in Malta by individuals in 
the financial services sector that are not 
ordinarily resident or domiciled in the country. 
The minimum qualifying annual income is 
EUR75,000 (excluding fringe benefits), implying 
a minimum tax payable of EUR11,250, and the 
15 per cent rate applies up to EUR5m, above 
which income is tax-free.

Individuals covered by the regime are not 
eligible for any tax relief, deduction, credit 
or set-off. The benefit is limited in time, 
applicable for the first five years of residence 
in Malta for European Economic Area and 
Swiss nationals, and four years for nationals 
of other countries.

Qualifying individuals must have an 
employment contract with a company 
licensed or recognised by the Malta 
Financial Services Authority for a specified 
high-level position: chief executive, chief risk 
officer, chief financial officer, chief operations 
officer or chief technology officer; portfolio 
manager, chief investment officer, trader/
senior trader, senior analyst, actuarial 
professional, chief underwriting officer or 
chief insurance technical officer; head of 
marketing or of investor relations.

They must receive income from duties 
carried out in Malta, any related activity 

outside the country or leave. They must 
be protected as an employee under 
Maltese law, demonstrate expertise and 
qualifications, and the performance of 
duties relating to a qualifying position, to 
the satisfaction of the MFSA. They must 
not benefit from tax exemptions on certain 
fringe benefits, and must make full disclosure 
of qualifying income for tax purposes. 
Individuals must demonstrate their and 
their families’ ability to support themselves 
without social assistance, live in appropriate 
accommodation and have suitable health 
insurance for themselves and their families.

The special tax rate may be withdrawn 
retrospectively from a non-EEA or Swiss 
national if they physically stay in Malta for 
a total of more than 1,460 days, or if they 
directly or indirectly acquire or obtain a 
beneficial interest in real estate in Malta. 
Anyone employed in Malta for more than two 
years before January 1, 2010 is not eligible for 
the 15 per cent rate, but a person employed 
for up to two years prior to 2010 may 
benefit, with the time already spent in Malta 
deducted from the eligible period.

Anti-abuse provisions are designed to 
prevent the use of artificial arrangements 
to qualify for the 15 per cent rate. Anyone 
claiming the rate when not entitled to it 
faces repayment of the benefit they had 
received, plus an additional tax of 7 per 
cent per month in question unless they can 
demonstrate good faith.

The new tax regime is poised to increase 
the appeal of Malta as a domicile for fund 
management companies and other financial 
service providers by making it easier for 
the country to attract the highly skilled and 
experienced professionals required to win 
and handle international business and to 
share their expertise with other industry 
members. n

George Gregory is a partner 
and head of tax and corporate 
services at RSM Malta
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the AIFM Directive regime takes effect will be 
compromised.

“Custodians have been trickling in, but 
there is room for plenty more,” says Katya 
Tua, head of investment services at Simon 
Tortell & Associates. “That is something we 
have been pushing for especially because of 
the need for Ucits to have a local custodian. 
It would increase the competitiveness 
of the jurisdiction to have more service 
providers, especially custodians that are well-
recognised global names.”

The line-up currently includes HSBC, local 
institution Bank of Valetta and Sparkasse 
Bank, part of the Austrian savings bank 
group. Anthony O’Driscoll, managing 
director of Apex Fund Services Malta, adds: 
“Not having the custodian infrastructure 
limits the growth of the Ucits market. The 
arrival of Deutsche has added to Malta’s 
competitiveness, but we need a few more 
players to increase the options available to 
investment managers.

“The island is less appealing for Ucits 
funds if managers’ choice is limited to a 
couple of custodians. They want to know 
that if the relationship with a one custodian 
doesn’t work, there are other possibilities in 
the marketplace. That’s not the case in Malta 
at present, which is why the sector isn’t 
growing as fast it could be. Given the current 
popularity of Ucits, they should be growing 
much quicker in Malta.”

However, Mifsud is not convinced that 
lack of choice is solely responsible for the 
slow growth of the Ucits sector. “We will see 

At Sparkasse Bank, one of the established 
custodians, Mifsud is less alarmist about the 
implications of the directive (and of Ucits V, 
the mooted next iteration of the retail fund 
regime, which is likely to set similar levels 
of responsibility for depositaries), but he 
acknowledges that greater vigilance will be 
required. “There are many grey areas with 
the depositary function,” he says. “In some 
areas the directive is fairly vague.

“We understand that the legislator is trying 
to protect investors, but it is naïve simply 
to throw all the liability onto depositaries 
without recognising that they have to work 
with a range of other service providers 
including global custodians, sub-custodians 
and prime brokers.

“We will probably have to increase fees, 
because the monitoring role of the custodian 
will in the future have to cover the sub-
custodian as well as the asset manager. But 
the legislators and regulators responsible for 
finalising the legislation in detail should drill 
down into what safekeeping really means 
and what a custodian is and is not allowed 
to do. Some of the matters are being 
addressed in Esma’s consultation papers, 
but I believe there are still some grey areas.”

Greater clarity will probably be required 
if Malta is to attract more institutions, 
especially big global names, to its custody 
sector, yet industry professionals say that 
without a bigger choice of depositaries, the 
island’s ability to compete effectively for 
Ucits business will remain hobbled and its 
appeal to international fund managers once 
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advisory costs continue to rise and we end 
up with a cost structure comparable with 
Luxembourg’s. That could be very dangerous 
because if managers find they are paying the 
same amount, they may be more inclined to 
stick to Luxembourg as a longer-established 
jurisdiction they are used to doing business 
with. To maintain our growth and guarantee 
our longevity, we must be careful not to lose 
this cost advantage.”

Gregory also sees costs rising, albeit 
slowly, and he also believes that Malta may 
find greater competition from centres such 
as Dublin, where a seemingly inexorable 
cost spiral has been abruptly halted by the 
financial crisis. “We should be careful about 
how we advertise ourselves as a low-cost 
jurisdiction because salaries and other costs 
are increasing, and you have to throw in the 
extra cost of travel,” he says.

“In the past service providers in Ireland 
were probably more reluctant to take on 
smaller funds, and countries like Malta 
benefited from that. But now Ireland will take 
whatever it can, and it is a bigger threat.”

Frankish estimates that the cost of running 
a fund or a management operation in Malta 
is currently barely half of that in Luxembourg 
or Dublin, but he cautions: “The cost of 
fund accounting in particular is increasing. 
In Dublin a few years ago, after bonus time 
people were moving around from company 
to company and costs climbed rapidly. It’s 
very easy for things to get away from you 
and for your advantage to disappear.” n

whether that is true or false once the Ucits 
IV Directive has been in place for a while,” 
he says. “It’s very easy to say that the 
dearth of Ucits business is due to the lack of 
custodians, but I believe there is a shortage 
of investment managers willing to take on 
the challenge of managing a Ucits fund.

“A lot of managers and promoters wish to 
run Ucits schemes but don’t have systems 
robust enough to manage the exposures, 
limits and all the various controls to run 
the portfolios. It’s an issue of investment 
management maturity. Under the Ucits IV 
management company passport, a Ucits 
can be domiciled in Malta with a Maltese 
custodian, but run by a non-domiciled, non-
resident investment manager. We hope this 
will increase activity in the island.”

According to Mifsud, Sparkasse Bank 
is already seeing stepped-up interest 
from promoters in offering absolute return 
strategies through Ucits structures. “Many 
strategies can be run just as efficiently under 
the Ucits regime,” he says. “Sparkasse is 
seeing more and more requests of this 
type rather than for true hedge funds, 
with managers using a Ucits rather than a 
Professional Investment Fund structure.”

Andrew Frankish, a director of IDS Fund 
Services Malta, also reports that interest in 
Malta-domiciled Ucits is growing, but he does 
not expect them to exceed PIFs in popularity 
any time soon. “Only a handful of the funds 
registered last year were Ucits,” he says. 
“This year we will probably see more, but it’s 
won’t be anywhere near the PIF regime. The 
latter is where Malta is really competitive, 
even with Ucits IV provisions such as 
management passporting and mergers.”

The other big area of concern for industry 
members is cost – right now a big plus for 
the jurisdiction, but one that it would hurt 
to lose. According to Ghio, some erosion 
of Malta’s advantage is inevitable. “The 
more successful we are in attracting fund 
business, the more likely it is that costs 
will rise as people move around and are 
poached by other firms,” he says. “That 
would simply reflect our success, as it does 
with Luxembourg and Dublin today.

“However, we have to be careful not to 
increase our cost base too quickly. Some 
things we can’t control, but others we can. I 
would be very concerned if legal and other 
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