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Despite the credit crunch in the US, new
hedge funds continue to be launched, and
the Cayman Islands remain the domicile of
choice for the majority of hedge fund
managers.

Ten years ago, at the end of 1997, the year
when the ‘ten commandments’ were
repealed, there were 1,685 active mutual
funds registered in Cayman: 1,037 of which
were the type of fund that would now be
classed as an offshore hedge fund. It took
another two years for the numbers to pass
2,000, but since the mid 2000s the growth
rate has surged.

“As of 30 September 2007, we had 9,384
funds registered in the Cayman Islands,”

says Yolanda McCoy, head of the Investment
and Securities Division at the Cayman
Islands Monetary Authority. On average
CIMA is processing some 35 – 37
registrations per week in 2007, and the magic
figure of 10,000 registered funds is edging
ever closer. “I am confident that the numbers
by year-end, if they don’t pass the 10,000
mark, will come extremely close,” adds
McCoy.

Anthony Cowell, partner at KPMG in the
Cayman Islands, believes that the outlook for
Cayman remains rosy. “It is looking very
bright – we’re continuing to see tremendous
growth here and it’s not just hedge funds –
it’s private equity, it’s structured products and

O V E R V I E W
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Successful Hedge
Fund Administration?

It’s a question of 
partnership.

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

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

experience in administering hedge fund assets now totaling close to 

$200 billion, allow us to offer the solution you need. One that is 

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

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

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

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

successful hedge fund administration is all about the relationship we 

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

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

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

or e-mail us at fundservices@ubs.com
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Growth in the hedge fund market continues
to increase and Cayman remains the leading
jurisdiction for fund registration. The 25-30%
growth per year we have seen over the last
three to five years continues to present
challenges in terms of staffing, infrastructure,
and meeting additional demands from the
institutional investors who are driving hedge
fund growth.

The larger an administrator, the more
scalable they are. A new mandate can
require adding as many as 10 people to a
team, which would present a great challenge
to a small firm. Our size allows us to take on
a mandate by moving some experienced
people into new roles and growing a team
from there. 

This is an industry with high staff turnover.
As accountants become more highly trained
and sought after, they can move into the
more lucrative world of the hedge funds
themselves. Cayman also suffers, as do
other offshore jurisdictions, from the
additional pressures on ex-pat staff with
families to move home. So clearly there is an
issue in both growing the number of
accountants and replacing those who leave. 

Despite a global shortage of accountants,
UBS continues to attract talented staff to
Cayman and our retention rates are better
than most in the industry. We are fortunate
that our name helps us to attract talent. Our
business model, with a single point of
contact for clients, gives our accountants
real ownership and allows them to build

client relationships, giving them increased
job satisfaction which in turn helps our staff
retention rates. 

Cash and position reconciliations can
require large teams of people. We are
currently in the process of opening an office
in Krakow to take on more of this work,
reducing the pressure to recruit so many
qualified accountants and provide efficiency
savings. This will further enable us to grow
our Cayman business in a responsible and
efficient manner.

We are seeing increasing demands from
institutional investors in their reporting
requirements as well as the need for fund
administrators to demonstrate SAS70
compliance. We are also experiencing an
increasing number of due diligence visits
from investors and clients who are coming to
Cayman to see the operation in practice.

In addition to increased demands from
investors, the role of accountants is growing
more complex. Fee calculations have always
been complicated; dealing with various
currencies and hedging techniques is
another area of increasing complexity; and
now, managers are looking into the darker
corners for new ways of finding alpha and
are trading ever more esoteric instruments.

Almost daily a new type of instrument is
traded. Having to price these instruments
and re-model portfolios is one of the biggest
ongoing challenges for fund administrators. 

Cayman remains the jurisdiction of choice
for hedge funds, and UBS is well positioned
to grow with the industry over the next few
years. ■

U B S
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Facing the talent
challenge head-on
By Darren Stainrod and Jennifer Collins

Darren Stainrod is head of
Fund Services for UBS Global
Asset Management in the
Cayman Islands

Jennifer Collins is head of
business development and
client relationships for Fund
Services in Cayman

“Our size allows us to take
on a mandate by moving
some experienced people

into new roles”

“Managers are trading ever
more esoteric instruments”



despite the current issues with the markets
at the moment, this doesn’t seem to be
deterring anybody. In fact it seems that there
are managers starting up distressed-type
funds to take advantage of where the values
are at the moment in the markets,” he says.

According to Jennifer Collins, head of
business development and client
relationships for UBS Fund Services,
Cayman continues to be the jurisdiction of
choice, both in its time to market, where she
sees it as a leader in the industry, as well as
the quality of the infrastructure surrounding
the jurisdiction. “We have good quality
counsel, administrators and independent
directors all working well together. This is
very positive and, rather than resting on its
laurels, we believe Cayman will continue to
work to maintain itself as a leading
jurisdiction” says Collins.

There are several interlocking factors that
come together to make Cayman the
jurisdiction of choice for new hedge fund
formations. High amongst these is the depth
of talent within its fund services industry.
According to Rohan Small, partner in the
Assurance and Advisory Business Services
Practice of Ernst & Young in the Cayman
Islands, Cayman continues to attract highly
talented and experienced individuals who are
attracted to work in fund servicing in
Cayman.

“As the hedge fund industry continues to
mature, we do see Cayman being tested, as
it were, in terms of how it can be innovative
to attract the right people to come here and
grow with us, but thus far we’ve seen this
only to be a challenge similar to that faced
by our competitors,” says Small.

One of the great advantages that Cayman
has over competing offshore jurisdictions,
according to Cowell, is to have an excellent
legal framework in place, which other
jurisdictions are aiming to emulate. In
addition, he highlights Cayman’s
infrastructure as a major attraction for
managers. “We’ve been here for a long time
now. We have the legal profession, the
auditing firms and administrators who work
alongside each other very efficiently, hence
the reason why Cayman is seen as the
place to set up a hedge fund these days,
which is why we continue to grow.”

Alongside growth, come both challenges

and choices. Cowell believes that a
continuing issue for the island will be to
what extent it can actually cope with the
flood of money from institutional capital. “It’s
going to continue to grow over the next few
years, and it’s going to grow in a big way,”
he says. The important question to answer,
according to Cowell, is to what extent
Cayman can continue to develop the
infrastructure to support that wall of money.

“We’ve done very well, but it’s now time to
consider where we want to be in the future.
Do we want to be attracting the institutional
capital or continuing the way we are going,
so we get institutional and high net worth?
There are definitely some important
decisions for Cayman to make,” Cowell says.
He sees a real opportunity for Cayman’s
fund services sector to focus on the true
value-added services – front and middle
office-type services – that are increasingly
being demanded by institutional investors.

Perhaps the most eagerly anticipated
initiative in Cayman in 2007 has been the
implementation by CIMA of e-reporting,
which became fully operational at the end of
March. If there were fears surrounding e-
reporting adding significantly to the workload
of fund administrators and auditors, then
those fears have proved to be unfounded. In
fact, CIMA were very mindful of these

O V E R V I E W
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There is no question that the effects of the
sub-prime mortgage crisis have been felt in
financial markets worldwide. Some markets
experienced mere ripples; others faced a full-
blown tsunami. But for offshore hedge funds,
the mature structure and venue in the
Cayman Islands is a relative oasis of calm –
and shows no sign of slowing down.

Coming off a slight weakening in net
hedge fund registrations in the final quarter
of 2006, there were predictions of a marginal
decline in Cayman registrations in early
2007. Those prophecies have been unfulfilled
and 2007 is on track to set yet another
record.

Cayman passed the 9,000 mark for
registered hedge funds, reaching a total of
9,384 as of September 30, 2007 – an all time
high. And while the connectivity of the global
marketplace is continuing to make the world
a smaller place, there is every reason to
believe that this historic trend will continue
into 2008. 

In the next few months data underlying
these statistics will be released for the first
time by the Cayman Islands Monetary
Authority (CIMA) from its new E-Reporting
system that became fully operational at the
end of March. This system heralded the start
of a new modern and digital era of hedge
fund regulation in Cayman. All indications are
that the initiative has been an outstanding
success. 

With a new electronic initiative, providing
more information to track trends and key
market indicators – as well as the fact that
the sheer volume of hedge funds in the
Cayman Islands allows managers to
examine a variety of structures and make
performance based adaptations – Cayman
remains a venue of choice for hedge funds
from around the world.

Indeed, there are a number of drivers for
this choice. First, offshore jurisdictions like
Cayman proudly provide a regulatory
infrastructure that is best in class and
balances regulators’ demands for stringent
standards with the needs of fund managers
to be successful on behalf of their
investors.

Second, five years of steady growth has
prepared CIMA to successfully absorb the
increased hedge fund registration that is
expected in the years to come – alleviating
worries that the organisation may not be
able to cope with steady increases in
volume. This scaleability is a key
differentiator for Cayman and one that is
recognised globally. 

Third, factors such as the multi-
jurisdictional nature of most Cayman hedge
funds, and the fact that most serve an elite
client base, ensure that top-tier talent will
continue to be attracted to Cayman’s
financial services workforce.

And fourth, Cayman hedge funds are
leading the way in sound governance
models, either through internal or regulatory
mandates, that provide for the strict
sovereignty of independent directors – a trait
that takes on added importance in an era of
increased scrutiny.

While some financial professionals will be
glad to see the end of 2007, Cayman hedge
fund experts are largely viewing the year as
an outstanding success. In fact, the
mortgage debacle and its fallout have
already spawned new hedge funds to take
advantage of undervalued sub-prime assets.
Hedge fund registrations, particularly in
Cayman, are predicted to remain extremely
strong.

Given what we now know, 2008 is shaping
up to be a very good year. ■

WA L K E R S
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Walkers and based in the
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concerns when designing the e-reporting
platform.

“The intention was to allow the operators
to fill this information out quite easily. We did
not want to make this a burdensome or
onerous task on the persons who were
going to complete this form. The answers to
all the questions that are on the Fund
Annual Return (FAR) can basically be found
either in a fund’s offering document or the
audited accounts. There is no difficult fact
finding in any of the questions posed,” says
CIMA’s McCoy.

She goes on to point out that Cayman’s
service providers, auditors and operators,
who have worked very closely with CIMA
over the past 24 months from the initial
stages of e-reporting to post-implementation
have been “absolutely fantastic.” “We have
had a number of queries fed through to the
authority, which we had anticipated, and as
will occur when anything new is introduced,
but there have been absolutely no major
hiccups in terms of the platform,” she adds.

Ernst & Young’s Rohan Small believes that
the implementation of e-reporting places
Cayman head and shoulders above its
competition. “It is quite unique to have
something like e-reporting in place,” he

comments. Indeed, not only is e-reporting
making the filing and review of fund data
much more efficient and streamlined, but
there is great anticipation throughout the
industry, not just Cayman-based but across
the world, in advance of the promised
release of statistical information gleaned
from e-reporting, which it is hoped will be
available in early 2008. 

“At this point in time we are in the process
of testing the data quality. If all goes as
planned, we anticipate that we will be in a
position to start releasing some of the
aggregate statistical information that the
industry and a lot of the service providers
around the world, including regulators and
standard setters are interested in, during the
late part of the first quarter of 2008,” says
McCoy. 

Despite the level of excitement about
having such detailed, verified information on
the fund industry, CIMA is ensuring that it
does not rush into releasing anything that
has not been checked and verified. “It is
absolutely critical that we get as accurate
information as possible, and that is what we
want to ensure, so we are in the process of
testing the data quality at this moment,” adds
McCoy.

O V E R V I E W
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It is a sign of the strength of the alternative
investment industry that there is significant
competition among hedge fund jurisdictions.
Cayman is a clear leader among offshore
fund domiciles, but rival jurisdictions
continue to improve and keep the market
competitive.

Similarly there is a tug-of-war continuing
between onshore jurisdictions such as the
US and the offshore market. The jurisdictional
fights between the US and Cayman during
fund bankruptcies is a minor consideration
when compared to effort by US legislators,
which gathered momentum in May 2007 with
the Senate Finance Committee’s review of
offshore structures, to decrease the incentive
for a US manager with domestic clients to
create an offshore structure, wherever it may
be, in the first place.

If a tax-free US investor could invest in a
domestic structure without generating UBTI
(Unrelated Business Taxable Income), then
how many fewer offshore structures would be
created by American investment managers?

Interesting stuff, but Cayman, and the
offshore investment industry in general, is a
well-established part of the service provision
landscape for investment managers. It’s
more a question of how service providers
who are the most effected by the selection
of fund domicile – fund administrators,
lawyers and accountants primarily – position
themselves for future growth; and all
indications are that there will be growth.

The overriding issues in the fund
administration marketplace are staff quality
and development, and the creation and
maintenance of capacity to take on new
clients. Fund administrators who are serious

about maintaining or growing their market
share are expanding their capacity in new
and innovative ways, within a controlled and
consistent framework.

Fortis is committed to Cayman, as we are
the eight jurisdictions we operate in globally.
But since the repeal of the “ten
commandments”, it is clear that the effect on
fund administrators has been that more rapid
new business capacity has been developed
onshore in the US. This growth has been
driven, in part, by issues that do not relate to
US tax legislation, such as the predisposition
of investment managers to have key service
providers close to the, both physically and
culturally.

With these considerations as a backdrop,
Fortis Prime Fund Solutions has made plans
to open a fund administration operations and
client service office in the tri-state New York
area during the first half of 2008 and follow
on from that with a San Francisco office
during 2009; enhancing our current Cayman,
Curaçao and BVI presence in the Americas. 

Legislation, regulation and
institutionalisation are key drivers of change
in the fund administration marketplace. It is
fair to assume that these factors along with
the demands of investment managers and
the investors in funds will continue to spawn
major changes in the fund administration
marketplace. ■

F O R T I S
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KPMG’s Cowell is another fan of CIMA’s
e-reporting initiative, which he believes
differentiates Cayman from any other
jurisdiction. “CIMA now ultimately has data
on 9,000 or more hedge funds and can give
very clear statistics on where the industry is
moving. We have never had that before from
anybody – any service organisation, any
industry body – nobody else has that wealth
of information, so the industry here is very
excited about the news of where the industry
is moving to. I think that CIMA will become
very much an authoritative source of
information for the future, which adds
credibility to the industry,” he says.

Despite the fact that the industry will have
to wait a little longer for the statistics,
Yolanda McCoy is happy to offer an insight
into the type of information that she
anticipates that CIMA will be able to release
to the world. “We will be able to tell the
world how many total assets we have in
Cayman, subscriptions versus redemptions
in a particular jurisdiction, we’ll be able to do
a cross reference – for example New York
versus London, or Hong Kong versus
Singapore – and take more of a proactive
approach in looking at where the hedge fund

managers are, where the funds are being
primarily managed and distributed. And we
will be able to disseminate this information
to the world, not only within Cayman.”

Both Cowell and Small agree on the
potential value of CIMA’s statistics for the
industry. “Transparency is the buzzword at
the moment, so CIMA is going to be in a
very good position to be able to deliver
some really good statistics on where the
industry is at,” says Cowell.

For Small, the methodical approach that is
being taken in compiling the statistics is key.
“We will be able to say to the world that,
from a Cayman perspective ‘here’s what we
have’. Any other jurisdiction that chooses to
compete against Cayman, I believe, will be
hard pressed to compete against that,
because it’s based on facts – there will be
less potential in place for interpretation,” he
adds.

Small believes that e-reporting offers two
important benefits for Cayman as a
jurisdiction. Firstly, an independent world
body, for example the IMF, visiting offshore
jurisdictions is likely to leave Cayman with a
unique perspective, one which he believes
cannot currently be replicated in any other
jurisdiction. In addition, for a fund manager
who is assessing offshore jurisdictions in
order to choose a domicile for a new hedge
fund, the statistics produced by CIMA will be
an invaluable tool to back up Cayman’s
position as a preferred jurisdiction.

Small adds: “The Cayman government
had a lot of foresight when it went down the
road of deciding on an e-reporting system,
because they saw that from a cost
perspective – whether that be human capital
or infrastructure – to ensure that it was
operating effectively, it would need to pay a
high premium in the next 2 – 10 years, if it
continued down the path that was there
before e-reporting.” 

But despite the praise for e-reporting,
CIMA is certainly not guilty of resting on its
laurels. “E-reporting will be looked at again to
continue to enhance the practices and
procedures within the division,” says McCoy.
“In my opinion this is only the beginning of
what is going to take place in the jurisdiction
in terms of the electronic submission of any
form of data. There are wonderful things on
the horizon.” ■

O V E R V I E W
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From the outset Admiral Administration has
offered a high quality, tailored service to our
clients, which we strongly believe is what
makes us different – evidenced by what our
clients say about us.

For the second year in a row, Admiral was
ranked by Institutional Investor’s Alpha
Magazine annual Hedge Funds Top Service
Providers survey. This year, managers with
less than USD1bn in assets ranked Admiral
number three in service excellence among
such industry leaders as Goldman Sachs
and Citco Fund Services. 

When we started out 11 years ago, we
mainly attracted smaller managers with funds
of around USD10m. Over the years, our
successful model has allowed us to grow
and evolve with the growing hedge fund
market and the growth of our clients.

Five years ago we were a USD4bn group.
Now we have more than 300 funds and
USD40bn under administration. Growth in
funds meant growth in staff numbers; we
now employ over 90 people in Cayman and
our new office in Dublin, 55 of whom are
qualified accountants. We are also
expanding geographically. Admiral is in the
process of opening a US office and in 2008
we will be looking at opportunities in Asia.

At Admiral, we believe that growth in this
increasingly complex market means
commitment to investing in our people and
in the technology to support them. The
ability to value complex investment
instruments demands highly trained staff,
and as instruments evolve, our employee
training also needs to be refreshed and
updated.

People are our biggest focus, and we
recognise that developing and retaining our

staff is key to our future success. With the
talent war alive and well, we recognise the
need to retain the talent we have, as well as
attract new talent to facilitate our growth. We
believe that working in a fast-growing,
dynamic group like Admiral, with the
opportunities it brings for ongoing training
and development, affords a high degree of
motivation. Our success in this area has
manifested itself in very low staff turnover,
well below the industry norms.

We firmly believe that technology is the
key to scaleability. As managers and
investors demand more from administrators,
the right technology is the essential
component that enables our highly-skilled
front-line staff to meet those needs.

Admiral is committed to investing in
technology – we employ Advent Geneva,
coupled with state-of-the-art in-house
proprietary registrar and transfer agency and
web-based reporting software that enables
us to provide a truly customised service for
our clients.

In many ways, it is the little things that
have enabled Admiral to evolve and grow
with the hedge fund market. Anyone can get
the basics right, but our strong emphasis on
our people, with the technology necessary to
support them, puts us in an excellent
position to partner with our clients to provide
the best service possible. ■

A D M I R A L  A D M I N I S T R AT I O N
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As Cayman shows no sign of losing its
place as the jurisdiction of choice for new
hedge fund registrations, the pressure on the
Cayman fund service industry to keep pace
with this growth has increased. Additional
clients means not only an increased
workload, but the clients themselves, and
their investors, are placing ever more
demands on the resources that
administrators have at their disposal.

According to Ernst & Young’s 2007 Global
Hedge Fund Survey, which surveyed over 100
of the top global hedge funds, 63% of hedge
funds currently outsource fund accounting to
an external provider, while 59% outsource the
preparation of tax reporting.

For any industry to prosper, it must pay
attention to its clients’ changing needs. The
hedge fund managers surveyed by Ernst &
Young were asked to identify the three

services that administrators should focus on
over the next two years. Technology ranked
number one, with staff retention close
behind, and accuracy of valuations/reporting
and timeliness of valuations/reporting were
close behind.

In order to continue to thrive in the
burgeoning hedge fund world, Cayman’s
fund service industry must be able to face
the challenges the global industry is
presenting, as well a few which are,
perhaps, more Cayman-specific.

“As a jurisdiction, we’re challenged by a
number of the same forces that our
competitors are faced with: primarily, what
so many innovations in fund strategies lead
us to have to stay in touch with, in terms of
updates to technology and ensuring that
infrastructure around servicing these clients
is in place,” says Rohan Small, partner in

A D M I N I S T R AT I O N
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Many people thought that, due to the recent
upheaval in the credit markets, the level of
fund formation in Cayman would slow down.
However, this has not been the case, with
Q3 proving to have the highest number of
fund formations ever in a quarter.

It should be no great surprise that hedge
fund managers, both new and established,
see current market conditions as providing
an opportunity to form funds. 

Cayman as a jurisdiction is challenged by
many of the same forces that face its
competitors. The innovations in hedge fund
strategies mean that professionals too, need
to innovate, in terms of the technology and
infrastructure in place to service clients.

Several interlocking factors, however,
continue to make Cayman a jurisdiction of
choice for new funds. Geographically of
course Cayman is well-positioned – only
about 60-70 minutes away from Miami. But of
more consequence than location has been
the attitude of the Cayman Government to
regulation – its commitment to quality and
supporting the industry’s continued growth in
the right way, 

The Government’s foresight in going with
an e-reporting system has been a great step
forward. They saw that from a cost
perspective – whether human capital or
infrastructure – the potential savings over the
next few years would be significant and
would enable Cayman to continue to grow.

The decision to leverage off technology
has several major advantages. It enables the
mining of the data gathered – indeed
everyone is looking forward to the first set of
data in early 2008. It also helps people to

grow professionally – moving from being
pure data personnel to being analysts,
examining the information from a macro
perspective. Thirdly, from a business
continuity perspective, electronic information
is a lot more portable than physical files. 

There is an increasing focus on corporate
governance, due diligence, and documenting
the ongoing day-to-day operations, processes
and controls within funds. As the demand for
transparency increases, many more of the
physical structures of hedge funds will have
to become more sophisticated, which will
require more informed professionals to
support those operations. 

One of the recent trends in the offshore
jurisdiction is the evolution of the role of the
independent director, requiring them to
become more involved in the ongoing
operations of the structure.

As institutional investors demand more
information from funds, the directors
associated with a hedge fund want to ensure
that the complexity of this investment
information is mitigated by them having an
in-depth understanding of the fund’s
operational structure.

Cayman remains the domicile of choice
for new start-ups. The government continues
to ensure that the laws and regulation
around the fund industry is right-sized to
provide effective regulation while supporting
the efforts of the financial services
professionals and the investment managers
who choose to domicile here. As the hedge
fund industry experiences continued growth,
inspite of market challenges, Cayman
continues to grow with it. ■
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A Focus on Quality
By Rohan Small and Baron Jacob

Rohan Small is a partner in
the Assurance and Advisory
Business Services Practice of
Ernst & Young in the Cayman
Islands

Baron Jacob is a senior
manager in the Assurance and
Advisory Business Services
Practice of Ernst & Young in
the Cayman Islands

“The Government’s foresight
in going with an e-reporting
system has been a great

step forward”

“One of the recent trends in
the offshore jurisdictions is
the evolution of the role of
the independent director”



the Assurance and Advisory Business
Services Practice of Ernst & Young in the
Cayman Islands.

Mark Lancaster, director of new business
development with Fortis Prime Fund
Solutions, is very much in tune with the
beliefs of the managers in Ernst & Young’s
survey. “The key overriding issue in the fund
administration market place is staff quality
and development, and the creation and
maintenance of capacity,” he says. “If the
fund administrators are serious about
maintaining their market share or growing
their market share they need to expand their
capacity in any way imaginable, in a
controlled framework.”

KPMG has recently published Convergence
and Divergence: New Forces Shaping the
Investment Universe, which concludes that
the role of third-party administrators is set to
grow in middle office activities like asset
valuation, performance attribution,
performance monitoring, risk and compliance;
and that further institutionalisation of
alternatives is likely to enhance the role of
large multi-service administrators, leaving the
niche players to serve the start-ups and
independent boutiques.

The three key drivers of the growth of
external fund administration within the
alternative investment market are viewed as:

investor pressure for external administration;
the fund managers’ desire to focus on their
key skills of investment rather than
administration; and, increased complexity
within the underlying assets. Interestingly,
regulatory pressure to adopt external fund
administration was only seen as a key driver
of the current growth by a third of
administrators.

“What came out clearly from our global
report was that there are huge opportunities
across all of the administration centres,”
says Anthony Cowell, the report’s co-author
and partner at KPMG in the Cayman
Islands. “What we’re forecasting is what we
have called a barbell effect in
administration, where you’ll have large
super asset service providers on the one
end, which we believe will represent around
60% of the industry, and then on the other
side you’ll have the niche players. At the
moment there’s a massive gap in terms of
expertise around valuation. The emergence
of risk specialists and valuation specialists
who are able to really fill the void that
institutional investors will demand is a great
opportunity for Cayman.”

KPMG’s report suggests that the niche
administrators are more likely to welcome
the smaller hedge fund start-ups, whereas
the big players will increasingly put a lower
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A recent global survey of hedge fund
managers cited technology as the number
one area they believe fund administrators
should focus on improving in the next
two years.

Koger’s New-Generation Transfer Agency
System (NTAS) is currently used by the
world’s leading fund administrators to
administer almost USD 2 trillion worldwide.
We developed NTAS as a fully integrated,
full-featured share-registration and unit trust
system to meet the needs of funds and their
administrators, but we realise that funds
don’t stand still, and neither do we. 

We regularly see administrators who,
instead of concentrating on improving the
way they interact with their current software,
simply buy new software to try to solve a
problem. We aim to work with our clients to
accommodate workflow within their current
software systems, thus eliminating
inefficiencies and being more cost effective.
After all, why take three steps when you only
really need to take one?

Financial vehicles are growing more
complex, driven by the fund managers’
desire to chase alpha as well as the need
to create unique products geared
specifically to particular investors. The
increasing complexity of hedge funds
places more pressure on fund
administrators, and it is in the area of
planning for the future needs of managers
where we view our role as key to the
continued success of our clients.

Currently, we believe that there is a
disconnect existing between the fund
manager, the fund administrator and their
software provider. We think the critical
missing link is that these three groups don’t
come together to discuss future

requirements. The administrator has a close
relationship with their client, the manager;
and we, as software providers, have regular,
in-depth conversations with our clients, the
administrators, about their needs.

The missing link is a forum where the
three groups could work together to discuss
future initiatives and where we could all work
together to accomplish improved functionality
that would benefit the day-to-day operations
of a fund.

In terms of the ability to meet changing
demands of end investors, we are already
looking into the possibility of expanding our
global user group to include some investors.
This would give us the opportunity to listen
to their needs, and hence give them some
real weight when working on new
functionality. In addition, we would be able to
assess the level of interest in new
functionality, for example, the ability to
consolidate reporting from funds with
different administrators into one overall
statement for an investor.

A new initiative we are currently working
on is an evaluation of the process to prove
compliance with SAS70 regulations, to
examine whether this can be driven
automatically. With the growth in the number
of institutional investors, SAS70 compliance
is very much a given for fund administrators,
but at present, this involves a very manually-
driven process, which is therefore time-
consuming and costly in terms of human
resources.

We are looking into the possibility of
software recording the due diligence process
from workflow, leaving the administrator
needing only to print the report as
verification that the due diligence has been
carried out. ■
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Eliminating
inefficiencies

By Rastislav Sipko

Rastislav Sipko is Chief
Operating Officer for Koger



end cap on the size of mandate they are
willing to accept.

The growth of Admiral Administration,
which started out as a niche player in
Cayman 11 years ago, proves that the niche
position can be a very effective one to take.

“The role of the administrator is getting
more defined,” says Canover Watson,
managing director of Admiral Administration.
“When we started out, we mainly attracted
smaller managers with funds of around
USD10m. Now we have more than 300
funds and USD40bn under administration.
We found a niche, providing a tailored
solution for our clients, with qualified
accountants on the front line, and we have
grown with our clients and evolved with the
market,” he says. 

Admiral’s model of providing their clients
with access to qualified, experienced staff
places great emphasis on their ability to
attract and retain talent, which remains a key
challenge for Cayman fund servicers. Watson
recognises that the talent war is alive and
well, and that Admiral needs to continually
focus on innovation in ways of motivating and
inspiring their staff in order to retain them.

The adherence to a business model in
which a client has one main point of contact
at their service provider aims to address this
issue, as well as being a major plus point for
the client. Darren Stainrod, head of Fund
Services for UBS Global Asset Management
in the Cayman Islands, explains how this
works at UBS: “Very much part of our model
is building relationships. Most of our staff are
qualified accountants and they deal with
every aspect of the client relationship and

hence we build up trust.” The hedge fund
managers participating in Ernst & Young’s
global survey seem to agree. In the eyes of
over a third of them, the principal
differentiating factor between fund
administrators is the level of quality,
experience and knowledge of their staff.

Cayman’s administrators seem to be rising
to the challenge of attracting talent.
“Traditionally we’ve had people attracted to
our shores to want to get that international
experience, to add an international flavour to
their résumé, and in time either move on to
operate at home or move on to another
jurisdiction,” says Ernst & Young’s Small.

“In some cases, alumni from the Cayman
offices are cherry picked to lead up new
operations in Hong Kong, Singapore, or the
Far East, so almost as a testing ground,
Cayman has continually proven to be a place
where people can learn about the industry
but also continue on in their careers and be
successful and become leaders in other
jurisdictions because of the Cayman
experience,” he adds.

As Stainrod points out, moving to other
jurisdictions is not the only attraction for
talented fund administration staff. “This is an
industry with high turnover, and as
accountants become more highly trained and
sought after they can move into the more
lucrative world of the hedge funds
themselves,” he says. 

“Our business model of relationship
building with clients could be a two-edged
sword, in that if a member of staff leaves it
could be a bigger blow than when you have
more of a process type of environment.
However, from what we hear, our clients
appreciate our model and find it less
frustrating than other models, where they don’t
know who they’re meant to be talking to and
which part of the bank they need to contact
on which particular transaction. Our staff also
appreciate being able to have ownership and
take pride in the relationships they have with
clients and subsequently our retention rates
are above the industry average.”

KPMG’s Cowell is in agreement that
Cayman stands out in the talent stakes. “If I
was going to pick one key differentiator for
Cayman over other jurisdictions, the Cayman
Islands have really specialised in attracting
high quality talent, and largely chartered
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accountants, whereas if you look at some of
the other jurisdictions, that tends not to be
the case.” 

There is little doubt that the talent in
Cayman’s fund services industry will
continue to be challenged by the ever more
complex strategies and esoteric instruments
that hedge fund managers are employing.
“The role of accountants is growing more
complex in terms of the instruments that
funds invest in, as the managers look into
the darker corners for new ways of finding
alpha,” says Stainrod. “As we know, almost
daily there’s a new type of instrument being
traded and having to re-model those
positions and re-price them is a challenge –
one of the biggest ongoing challenges that
we see.”

A growing focus on corporate governance
is another significant factor for Cayman’s
fund administrators, believes Rohan Small.
“We’re seeing an increasing focus on
corporate governance, due diligence, and
just the ongoing day-to-day operations and
how they’re documented, how the actual
processes and controls work to support the
efforts that lead up to the financial statement
close process and the monthly NAVs, or
values that are disclosed to investors.”

“Because of the institutionalisation of
hedge funds, we’re seeing an increased
focus on how rigorously that process is
being developed and what transparency is in
place, not only for the institutions, but also
for other large investors that become
interested in investment manager styles,”
says Small.

So with an increased number of funds to
service, and the work required for each fund
growing in complexity as well as quantity,
what is actually in it for the administrators?
KPMG’s Cowell believes that the findings of
the firm’s report – that administrators expect
the next wave of growth to focus on high
value added services – will be a fillip for
fund administrators’ ability to attract and
retain talent.

“One of the things that the report states,
and what’s really encouraging for Cayman,
is that unlike previously, when administration
was sometimes viewed as a nickel and
dime business – almost a commodity
business – I think what you’ll start to see
now is administration really becoming an

anchor product. I believe that the days
where administration was not particularly
attractive, and there were challenges of
retaining talent, are long gone. We’re really
starting to see the whole sector
institutionalise and far more emphasis be
placed on the role of the administrator
within the whole role of the fund.”

Something that comes through clearly
from the views expressed by Cayman fund
administrators is a hugely positive outlook for
the future of both their sector and the
jurisdiction as a whole.

As Cowell comments, Cayman’s future is
looking bright. “There are challenges, but I
think the challenges really stem from the
success that we’ve had and are about
retention of talent and attracting talent,” he
says. “It’s not the easiest thing, and I don’t
think things like the exchange rate
particularly helps that at the moment. The
larger firms invest significantly in their
human resource programmes to be able to
attract the type of talent that we need here,
but this is going to be a continuing issue for
the island.” ■
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