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While some specialists, and a few global
names, have had exposure to Asian hedge
funds for 10 years or more, in 2003 global
allocators began to review the universe of
hedge fund managers in Asia more seriously.
The following year mainstream hedge fund
allocators began to allocate capital to take
advantage of quality managers, even as
some of the more directional capital that
arrived in 2003 left the region. In addition, we
saw the establishment of dedicated sources
of seed capital targeting Asian start-ups.

Through 2005, those flows continued,
though allocators became more discerning,
and inflows concentrated in fewer managers.
Another trend has been the increase in
proprietary and fiduciary allocators, relative
to funds of hedge funds and other
intermediaries. In 2006, many substantial
allocators put in place explicit strategies to
allow them to understand and allocate to the
Asian industry.

Last year and into 2007, many more
allocators established their own research
presence in the region. The trend to
allocating a greater proportion of overall
capital to a smaller number of managers
continued.

According to Asiahedge, there are 760
Asian hedge funds, with aggregate assets of
USD130bn (GFIA uses Asiahedge,
Eurekahedge, and Hedgefund.net data for
aggregate information; since databases are
unlikely to be comprehensive, one should
gross up numbers of managers and assets
by between 5 and 10 per cent accordingly).

Allowing for managers that don’t report to
databases, or who report but don’t report
asset sizes, this probably suggests a total
industry of about 900 Asia-dedicated funds,
and perhaps USD200bn of assets. This is a
substantial subset – at least 10 per cent – of
the global industry.

We estimate that during 2006, at least 100
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new Asian hedge funds were launched,
continuing a fairly consistent 25 per cent rate
of growth in the number of funds over the
nine years that we have been following this
universe. Looking at the pipeline for 2007, we
expect that this rate of growth will continue,
and perhaps slightly accelerate, through this
year. We expect that by 2008 there will be
well over 1,000 Asian strategies available.
From an allocator’s perspective, not only
does Asia account for a meaningful part of
the global industry’s assets, its rate of growth
also makes it a core source of new capacity.

Geographic and strategy
trends

All the regional centres are expanding their
manager base, while growth in the traditional
home of Asian hedge funds, London, is
slowing. There are an increasing number of
cross-border propositions, such as Singapore
managers dedicated to investing in India or
Japan, as the global nature of the industry
arbitrages regulatory and operational
differences.

We are also seeing many global hedge
funds establishing a physical presence in the
region to take advantage of investment
opportunities. The apparent fall in Japan’s
importance is misleading – it’s skewed by the
tendency of Japanese managers to establish
their management company elsewhere.

Comparing our research schedule in 2006,
compared with 2003, gives a qualitative
indication of the changing relevant
importance of the various jurisdictions:

We believe that in the near future the
major geographic trends will include London

and the US continuing to lose market share
as the empirical evidence of better returns
from indigenous managers becomes clearer.
This is likely to be a gradual trend, since the
lifestyle attractions of the major western
centres remain strong.

The ratio of managers between Hong
Kong and Singapore will remain broadly
constant, though at the margin Singapore
appears to be growing slightly quicker. We
expect to continue to see managers
investing in jurisdictions such as India, Japan
and Korea that discourage boutique fund
management companies to have a local
presence, but the management company
elsewhere. Singapore is currently a key
beneficiary of this trend.

At the margin there will be continued
fragmentation, with managers establishing a
presence in Asian centres including
Bangkok, Beijing, New Delhi, Kuala Lumpur,
Melbourne, Shanghai and Taipei.

Australia may become more important
again. After an initial wave of manager
formation in 2000-02, the availability of
domestic distribution and capital meant that a
relatively small subset of managers was of
interest to global allocators. As the industry
develops, we see signs that this may change.

There’s a new wave of manager formation
in Japan. Driven substantially by an
awareness of the very fundamental changes
in corporate Japan and the associated capital
markets, and manned largely now by
Japanese nationals, the new managers
provide a very interesting, if sometimes not
yet polished, opportunity set.
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Number of research visits per year

2003 2006

Delhi 0 1

Hong Kong 8 10

London 3 2

Melbourne 3 1

Mumbai 0 3

New York 1 1

Shanghai 0 2

Singapore* Continuous Continuous

Sydney 4 2

Tokyo 3 4

*GFIA is based in Singapore



At Prime Fund Solutions, the part of Fortis Merchant Banking dedicated to servicing 

the alternative investment community, we are committed to building strong and 

lasting relationships within the global investment industry. Focussing on the future 

needs and opportunities of both hedge funds and funds of hedge funds, we deliver 

cutting edge services and invest in state of the art information technology. Providing 

a first class package of integrated products, including fund administration, custody  

clearing, bridge and leverage finance, we are ready to face your challenges with you, 

now and in the future. www.merchantbanking.fortis.com

commitment2

Getting you there.

Merchant Banking



Strategies in Asia

Source Eurekahedge, GFIA

There’s still a predominance of equity
long/short managers, and the majority of
those are still broadly Jones-model
managers, who may do best in sideways or
rising markets. Within the catch-all category
of equity long/short, there are single-country,
sector-specific, model-driven, trading and
other niche strategies, as well as huge
divergence in manager style, and all shades
of directionality from extremely aggressive to
beta-neutral to net short.

There’s also been growth in CTA-type,
fixed income, multi-strategy and relative value
managers. ‘Alternative alternative’ strategies
packaged as hedge funds have also
increased, including real estate,
commodities, factoring, and environmental
themes. More funds are participating in
instruments such as PIPEs and private CBs,
many of which appear to be channelled from
the investment banks explicitly to the hedge
fund community.

We’re seeing an increasing number of
former traders either establishing funds or
otherwise becoming involved in the hedge
fund industry, which is continuing to reduce
the dominance of directional equity
long/short. Also, the emergence of multi-
strategy funds reflects the ample variety of
trading opportunities in Asian markets that
can be better exploited under a multi-
strategy mandate (as well as the need to
scale the hedge fund industry – a multi-
strategy fund can accept more capital).

Looking at the pipeline of managers we
talk to, we believe there’ll be a mini-rebirth of

the absolute return non-benchmarked equity
manager. This was the core of the Asian
boutique industry 10 years ago, but an
allocator looking for non-benchmarked long-
only direction in Asia now has little choice
outside some very large well-known names.

Intuitively, managers based in the region
should have better access to information
and, therefore, better performance. Our
research, and that of other authorities,
indicates that at the aggregate level, this is
indisputably the case. However there are
some powerful Asian strategies run from
London, which remains the home of the
largest group of managers, New York and
other locations outside Asia.

The typical Asian hedge fund is steadily
becoming a much more viable business.
Only about 48 per cent of Asian hedge funds
have less than USD50m under management,
compared with more than 60 per cent three
years ago, and this proportion is stabilising.
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Long/Short
Equities 55%

Macro 6%

Multi-strategy
15%

Others
2%

Relative
value 5%

Convertible
arbitrage 1%

Arbitrage
1%

CTA
5%

Distressed
Debt 2%

Event driven 3%
Fixed income 5%



You can wait a long time for opportunity to knock.  Or you can partner with the Prime Services Group of Credit Suisse to
cultivate it.  You can leverage the strengths of our integrated prime brokerage platform, client service, innovative financing
solutions, and access the entire firm.  We’ll show you the reasons we ranked #2 among prime brokers in Institutional
Investor’s Alpha Awards and among Global Custodian’s best in class again in the 2006 prime brokerage survey.*  And
why our client relationships are grown to last.

For more information on the Prime Services Group of Credit Suisse, please call:

US +212 325 6527 
Asia Pacific +852 2101 7287
Europe +44 207 888 8165

Some think 
opportunity
knocks.

We think
opportunity
is created.

Thinking New Perspectives.

*Alpha Magazine, Sept./Oct. 2005; Global Custodian Magazine, Prime Brokerage Survey, 2006. Investment banking services in the United States are provided by Credit Suisse Securities (USA) LLC an

affiliate of Credit Suisse Group. ©2007 CREDIT SUISSE GROUP and/or its affiliates. All rights reserved.

www.credit-suisse.com 



A common view of Asia’s hedge fund
industry is that it lags a few years behind its
counterparts in the US and Europe. However,
there is plenty of evidence that the sector is
maturing rapidly and that Asian hedge fund
managers are quickly making up the ground
on funds elsewhere in the world in terms of
size, sophistication of strategy and the
solidity of their operational infrastructure.

One of the clearest signs of this rapid
development is in the diversification of
strategies employed by hedge fund
managers in Asia. Whereas equity long/short
until recently accounted for as much as 80
per cent of hedge funds in the region, that
proportion is decreasing with the emergence
of more fixed-income, quantitative and multi-
strategy approaches.

This broadening of strategies brings its
own challenges for prime brokers,
particularly managers adopting a multi-
strategy approach who are seeking strong
equity, fixed-income and derivatives
platforms, and for whom the most important
priority is that their funds are able to trade
and be cross-margined, reported and
serviced across asset classes.

At the same time, Asian hedge fund
managers – like their counterparts elsewhere
in the world – are developing better
infrastructure. As managers adopt more
varied strategies, trade more complex
instruments and require increasingly
sophisticated trading and analysis tools,
institutional investors in particular are
insisting that managers put in place the
resources to manage their day-to-day
operational issues, leaving the investment
specialists to focus on delivering
performance.

Some prime brokers have been able to
assist this process by providing technology
platforms to managers, helping to relieve the
burden of costs on start-up operations. While

a few allow managers to use their in-house
trading systems, which effectively restricts the
managers to trading with that counterparty,
others – like Credit Suisse – offer best of
breed third-party open architecture systems,
from front-end trading execution to risk
management and real-time P&L, to fund
manager clients on advantageous terms.

Over the past few years Asia has grown
in importance for European and US
managers as returns have outperformed
other regions and their Asia book has grown
as a proportion of their portfolio. In
response, many international funds have
opened regional offices from which they
conduct both research and trading.

At the same time, however, local start-up
funds are demonstrably growing in size of
assets and number of funds; they are both
attracting more assets internationally and
becoming more diversified as local
managers branch out from their initial
specialisation into the multi-strategy arena.

This means they are also moving away
from the single prime broker model to
multiple prime brokerage. They are looking
for targeted capital introduction, high-touch
client service, more diversified and stable
stock loan capability, and a one-stop shop for
derivative coverage, and where their original
prime broker is less strong in certain markets
they are forging new relationships with
service providers that enjoy greater access.

The development of the hedge fund
industry in Asia is clearly moving faster than
it did elsewhere because of experience in
other regions. Just as second-generation
managers who traded Asia from the US,
Europe or within Asia have sought-after skills
and established track records, global service
providers with international knowledge and
experience combined with strong local
market coverage can add value to both
existing and new managers. ■
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Over the four years to mid-2006, the
proportion of Asian hedge funds managing
more than USD100m actually decreased
slightly, from 19 per cent to 14 per cent
(although as usual take the absolute values
with a large pinch of salt), while the number
in the USD10m-USD50m band increased
from 32 per cent to 46 per cent. The industry
is beginning to concentrate.

Nearly half all Asian hedge funds have
been running for more than three years, and
almost 200 for more than five years; the
supply of ‘graduates’ carrying with them a
track record and reputation from existing
hedge fund firms is growing. At least a third
of new managers we see are now driven by
second or third generation professionals.

Stimulating growth is increasing activity

from the prime broking industry in Asia, with
most of the big names now competing
aggressively to encourage new managers,
sometimes with client service staff in more
than one Asian location, and the availability
of many sources of seed or incubation
capital, often from global investors.

The capacity picture of Asia is beginning
to resemble that of the rest of the world, with
popular managers soft-closing within 12
months, and a good track record virtually
ensuring a close within 24 to 36 months.

This is exacerbated by the smaller volume
of underlying capital markets in Asia that
constrains managers to smaller asset sizes.
Only 9 per cent of Asian funds have more
than USD500m in assets, and although this
is changing (in 2004, only 5 per cent of
Asian funds had more than USD500m of
assets), to our knowledge fewer than half of
those are accepting new capital.

A typical equity long/short manager in
Japan would have capacity of perhaps
USD500m, and in Asia ex-Japan maybe
USD250m. Our research suggests that the
performance ‘sweet spot’ for an Asian
long/short fund is around USD300m.

Liquidity has been increasing, but
underlying capacity is rising more slowly due
to constraints on shorting availability, the
need to apply leverage, and an increased
number of market participants. There are
more than 100 Japan long/short funds that
have assets of less than USD500m; in Asia
ex-Japan, 37 long/short equity funds have
less than USD200m.

We estimate that currently the better
managers in the region still have an
aggregate capacity somewhere in excess of
USD15bn – and this has not, despite capital
inflows, changed much in the last 24
months.

The ABN Amro Eurekahedge Index (as it
then was) returned a creditable 4.71 per cent
in 2002, but then a much more headline-
worthy 26.05 per cent in 2003. The equivalent
index returned 9.86 per cent in 2004, and
7.96 per cent in 2005. In 2006, the index had
a return of 12.9 per cent including Japan, and
a powerful 25.2 per cent excluding Japan. We
believe that the capital markets and
underlying economies of the region will
continue to develop and create attractive
returns for Asian hedge funds. ■
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CHICAGO

Chicago Administration & Corporate Services LLC.

372 West Ontario, Suite 1N,
Chicago, IL 60610.

Tel: (+1) 312 280 0330

DUBLIN

Custom House Administration & Corporate Services Ltd.

25 Eden Quay,
Dublin 1, Ireland.

Tel: +(353) 1 878 0807

SINGAPORE

Singapore Administration & Corporate Services Pte Ltd.

180B Bencoolen Street,
#09-03 The Bencoolen, Singapore 189648.

Tel: (+65) 6303 8393

Custom House Offers 24/7 Service

Custom House Administration & Corporate Services Limited is authorised by the Irish Financial Regulator under Section 10 of the Investment Intermediaries Act 1995.

Custom House Administration & Corporate Services Limited, which offers its clients
a full hedge fund administration service through Dublin and Chicago,

now offers a full “round the world” and “round the clock” service
with the addition of a Singapore office in January 2007.

For more information on Custom House, the only hedge fund administrator awarded 
a Moodys Management Quality Rating, please review our website

(www.customhousegroup.com) 

or contact Dermot Butler (dermot.butler@customhousegroup.com)
or David Blair (david.blair@customhousegroup.com).



The decision by Custom House
Administration to establish a presence in
Singapore is far from a spur-of-the moment
action but part of an expansion plan we
have been refining for several years. Our
game plan always envisaged first opening an
office in Chicago because we saw the
potential in the North American market,
particularly as a large number of US funds
are still self-administered, and we believed
that investor pressure would prompt funds to
conclude that they should seek an
independent administration provider.

When we opened in Chicago rather than
New York, a lot of people wondered why.
One of the reasons was that it was an hour
nearer Singapore, which we had identified
two or three years earlier as an area with
great potential. Since then much of that
potential has been fulfilled as Singapore has
begun growing rapidly as a centre for hedge
funds, reflecting the growth of the industry
throughout East and South-East Asia as a
whole.

For the financial services industry, the
region includes Australia, and Sydney is one
of three possible choices for a firm looking
to establish a presence there, along with
Singapore and Hong Kong. Sydney has
many attractions and is in the right time
zone, but it is geographically isolated from
the rest of the region and is a long way from
other countries in South-East Asia, let alone
for travelling to Dublin and the US.

Nor is Sydney particularly cheap, a factor
that also comes into play with Hong Kong,
where costs such as office space are
extremely high. And what Singapore also
offers is not just a well-educated workforce
but a procedural and disciplined mentality,
well suited to an administrative business
where common sense and dedication are

more important attributes than more
entrepreneurial qualities. Finally, it offers a
backdrop of calm and stability in a region
that has known its share of political and
economic turbulence.

But the main reason we have moved into
Singapore is that we think there’s a big
market to capture. In particular, there is
strong potential to win business from funds
that bigger administrators consider too small
to be worth taking. That could be a fund with
assets of USD100m, which not so long ago
was considered a big fund; Custom House is
certainly capable of making a living from
funds of that size.

The establishment of the Singapore office
also effectively gives Custom House the
same 24-hour capability offered by the
largest global hedge fund administration
groups. This means functions can be shared
between jurisdictions to complete work in a
timely and efficient manner. For example, we
administer a number of daily dealing funds
managed in North America. In most cases
we can carry out the trade reconciliation
during Singapore’s working day, get the
NAVs calculated in Dublin, and pass the
completed work back to North America
before they’re awake.

Our offices are not structured as a silo
system or independent, stand-alone
operations but as a totally integrated system.
All our activity operates off the same servers
in Dublin, allowing anyone with the authority
in Chicago, Singapore or Dublin to monitor
the work being carried out in the other
offices. Even the telephone system passes
calls on when each office closes in order to
provide a 24-hour response. Singapore has
given Custom House a global footprint that
allows us to service customers around the
clock and around the world. ■

C U S T O M  H O U S E
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As fast as hedge funds spring up to
capitalise on the investment opportunities
available in Asia’s dynamic and fast-growing
markets, they are being shadowed by
providers of services to the industry that see
in the region a potential for growth that is
not necessarily available in the more mature
markets of Europe and North America.

Singapore and Hong Kong are the main
beneficiaries as prime brokers, funds
administrators, capital introduction specialists
and others establish a presence on the
ground to meet demand for their services
that is being fuelled notably by the appetite
for exposure to Asia of Western institutional
investors.

However, one should not discount the
importance either of the developing wealth
within Asia itself, which is set to create
demand for alternative products in the future,
even if at present soaring stock markets
make it hard to persuade some investors of
the diversification benefits that hedge fund
investment can bring particularly in a less
propitious economic climate.

“The rich in South-East Asia are just as
rich as they are anywhere else,” says
Dermot Butler, chairman of Dublin-based
Custom House Administration, which set up
an operation in Singapore earlier this year.
[Hedge fund investment] may take a little
time to get going, because while the markets

A D M I N I S T R AT I O N
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Jonathan delivers the skill, quality and attention to detail it takes 

to keep his customers looking smarter.

Like Jonathan, Linedata Services are specialists. Linedata’s Beauchamp 

system was designed specifically for hedge fund managers, offering 

electronic trading, real-time P&L monitoring, portfolio management, 

reporting and portfolio accounting. All tailored to maximise your 

business performance. With Beauchamp supporting your operations, 

you’re free to focus on investing, not on admin, helping you deliver 

exceptional results, so you’ll always stand out from the crowd.

Find out more at:
www.bftl.com



The hedge fund industry in Asia today
resembles that in Europe a couple of years
ago. For example, the average size of a new
hedge fund launch is still relatively small at
less than USD100m, although this represents
an increase over the past couple of years.
However, the region is starting to see one or
two very large fund launches each year, and
their number is certain to grow as the
industry continues to develop.

Funds starting up with a relatively small
level of assets under management have less
available to spend on getting their operations
up and running and are likely to have a
smaller in-house technical infrastructure.
However, Asian managers remain conscious
of the importance of having proper portfolio
management systems – especially as to a
large extent their investor base may be not
necessarily Asian but Western.

With the benefit of several more years of
experience and industry development,
Western investors have a good idea of what
they need to see in hedge fund managers to
ensure their peace of mind, and a sound
technology base is one of those things.
Because of their more limited resources, the
Asian hedge fund managers who are clients
of Beauchamp Hedge Fund Solutions tend to
be interested in our ASP product, because
they don’t want to have to manage any
hardware infrastructure in-house, and
because it’s an economical choice for a
start-up business.

One of the unique characteristics of the
Asian hedge fund industry is that for many
managers trading takes place in a different
location to the generation of investment
ideas. A substantial number of Japanese
funds carry out trading through offices in
Singapore, because in order to carry out
trading onshore in Japan funds have to be
registered with the financial authorities in

Japan, which is prohibitively expensive for
most hedge fund start-ups. With interest in
Japanese hedge funds growing among US
and European investors, this is helping to
boost significantly the number of fund start-
ups in Singapore.

The number of Japanese funds using
Singapore for trading is also encouraging
another trend characteristic of the Asian
hedge fund industry, the use of so-called
hedge fund hotels or incubators. Many funds
will seek to avoid the extra expense of
setting up their own office in Singapore by
doing all their trading through a hedge fund
hotel that manages all the technology and
infrastructure.

Some will not only host the fund and
provide an execution platform but will help
raise capital and even give the fund money
to run, perhaps in exchange for a stake in
the fund manager when it grows larger and
moves out to set up its own operational
infrastructure.

Whereas in the past most Japanese hedge
funds were set up by Western managers, the
past year has seen the emergence of local
managers from large institutions to set up on
their own. Even though this runs against the
grain of Japanese culture, the economics are
compelling for talented managers whose
compensation within institutions is largely
determined by seniority.

Alongside the emerging Asian hedge fund
talent are large hedge fund managers from
the US and Europe and global financial
institutions that are opening offices in the
region. These firms have different
infrastructure needs from start-ups because
they need to be able to run a centralised
system that facilitates real-time
communication and exchange of data with
their headquarters in New York or London
and any offices around the world. ■

L I N E D ATA  S E R V I C E S
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have been booming, nobody wants to invest
in hedge funds when they can make a lot of
money going long on the equity markets. But
that’s cyclical and will change. I think the
market is going to grow very rapidly.”

Christophe Lalo, the Hong Kong-based
regional head of marketing for Asia-Pacific
hedge funds at Société Générale Asset
Management Alternative Investments, agrees
that while the local market climate might not
currently be particularly favourable to hedge
funds, there are opportunities for providers
that structure their offerings around the
preference of Asian investors for investment
in their own region.

“Three years ago people were only
looking for capital-protected products, and
now they are looking for equity products,”
he says. “However, the inevitable stock
market consolidation will remind investors
that markets go down as well as up.
Otherwise it’s really a question of bringing
the right product to the right investors.
That’s why we offer a Japanese equity
product and we launched an Asia-focused
multi-strategy fund of hedge funds at the
beginning of this year.”

SGAM is also offering investors a long-
only umbrella fund that gives access to three
long-only equity strategies managed by
Renaissance Technologies, Caxton
Associates and Highbridge. According to the
firm, the funds involved financial engineering
to adapt the characteristics of the managers’
hedge funds to the format of a Ucits III-
compliant Sicav.

Says Lalo: “We strongly believe that the
key to success lies in the convergence
between hedge funds and mutual funds. It is
not easy to access hedge funds because of
liquidity and minimum investment size. The
minimum investment in Renaissance is
USD20m, but through this partnership we
have turned this into a Ucits III Sicav with a
minimum investment of only USD1,000 and
weekly liquidity.”

SGAM AI has been established in Tokyo
(where it manages money as well as
marketing products) for five years, but Lalo
moved from Paris to set up the Hong Kong
office at the beginning of last year. He says
the firm is building up its Asian sales team
with dedicated staff for all the main
markets such as Taiwan, Korea, Singapore

and Hong Kong, and targeting institutions
as well as private banks and other
intermediaries.

“If you take India and China alone, they
represent nearly 50 per cent of the world’s
population,” Lalo says. “It might take years
before you can sell openly a hedge fund in
India or China, but as the market opens up
over the next few years there will be huge
opportunities both on the management and
investment side.”

He adds: “A number of very talented
hedge fund managers have established
themselves in Asia, which is set to become

A D M I N I S T R AT I O N
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They say information is power, 
and nowhere is that more true than 
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days, accessing information isn’t 
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That’s where the PerTrac Suite 
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mum results. 
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top investment databases, compare 
stats, run searches, build portfolios, 
create professional-quality reports 
and conduct sophisticated stress 
tests, all in one place. 
 Next, there’s PerTrac CMS, the 
application that stores and organ-
izes your investment firm’s con-
tacts, documents, and all related 
information in a central repository, 
helping you improve client service, 
simplify fund accounting, keep due 
diligence on track, and increase 
sales.

Need to access your informa-
tion while away from the office? It’s 
no problem with PerTrac Mobile 
Solutions.

Looking to share information 
about your investment products with
the world? Turn to PerTrac Pub-
lishing and Design and Per-
TracNet.

Learn more about how the    
PerTrac Suite can help you unlock 
the power of information at 
www.pertrac.com. 

Information is Power.
Unlock its Potential. 



With its core PerTrac Analytical Platform
product, PerTrac Financial Solutions is by far
the largest player in the market for providing
asset allocation and investment analysis
software to the alternative investment industry,
with customers in 46 countries around the
world and nearly 100 clients in Asia.

After Insight Venture Partners and Salmon
River Partners invested in PerTrac in July
2005, we examined what we needed to do to
grow the business. First, there was natural
growth in our underlying market with the
number of hedge funds, the number of
investors in hedge funds, and the amount of
allocations to alternative investments all
growing. Tools to help people analyse and
communicate hedge fund performance were
becoming more and more important.

However, no market stays still, and our
clients were becoming bigger and more
sophisticated, more global in many ways,
and their needs were evolving. Our first
commitment was to ensure that the
capabilities of our core analytical product
remained in step with those needs.

As hedge funds have proliferated, so has
the number of hedge fund databases. To
enable clients to use multiple databases from
different data vendors more effectively, we
embarked on a major effort to cross-reference
all the databases so that clients using our
programme could search them simultaneously
and automatically. This enables them to
produce hedge fund universes without
duplicate listings, which is crucial when
creating peer groups or benchmarks, or
seeking managers for potential investment.

This feature, unveiled in September last
year, is just one of a number of changes to
the product that are developed and
introduced on an ongoing basis, with two
major releases scheduled every year. Other
refinements to the programme that reflect
developments in the marketplace include

supporting weekly and daily data, adding
new databases, supporting factor and impact
analysis, and adding more quantitative tools.

The second part of the strategy has
focused on the workflow of our clients by
building an integrated suite of products to tie
together many of their needs and allow them
to work seamlessly with information from
one programme to another, in the same way
that Microsoft Office offers an integrated set
of workplace IT applications.

The acquisition of Whittaker Garnier with
its CMS product just over a year ago
targeted the need for communications
management in its broadest sense, including
communications from hedge funds and
funds of funds to their investors and
between fund of funds and the managers
they are invested in, document management,
contact management, relationship
management and e-mail logging.

The integration of our products makes them
more attractive to an increasing number of
clients who are expanding into the region as
they develop a global footprint. We now have
an extensive roster of firms including capital
introduction groups, prime brokers, funds of
hedge funds and large hedge funds that our
using PerTrac products in Asia as well as at
their headquarters in London or New York.

PerTrac’s office in Hong Kong is headed
by Phil Cook, who has been working since
his appointment last year to build
relationships with our Asian clients and
prospects. Joined by Curtis Schmidt, a long-
time PerTrac staffer who specialises in
training and support, the local team is
committed to strengthening and deepening
client relationships as well as enabling us to
respond more effectively to market needs.
And in a region where long-term
relationships are prized, it demonstrates the
firm’s strategic commitment to its clients and
to the Asian hedge fund market. ■
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Developing a long-term
presence in Asia

By Gerry Mintz

Gerry Mintz is president and
chief executive of PerTrac
Financial Solutions



the main growth area for the global hedge
fund industry over the next five to 10 years.
At present Asia may still be small in terms
of numbers compared with the US and
Europe, which are much more mature, but
this region is now experiencing exponential
growth.”

PerTrac Financial Solutions, the leading
provider of asset allocation and investment
analysis software to the alternative
investment industry, has had clients in Asia
for many years, both among fund of hedge
funds managers and investors such as large
financial institutions, family offices,
foundations and endowments, and recently
opened an office in Hong Kong to add to a
partnership arrangement that provides client
support in Japan.

Says president and chief executive Gerry
Mintz: “We’ve steadily grown our business in
Japan, where we effectively we have two
people on the ground to offer support in the

local language. Elsewhere in Asia we have
seen increasingly strong growth in the
business from investment-side clients not
only in the main markets of Hong Kong,
Singapore and Australia but elsewhere. We
have users ranging from small family offices
to state pension schemes such as that of
Singapore.”

Mintz says the firm is seeing synergy
benefits from its acquisition just over a year
ago of Whittaker Garnier, provider of a
market-leading customer relationship
management application. He says: “A lot of
things prompted us to open an office in the
non-Japanese part of Asia. One was the
number of hedge funds springing up, which
would need tools to present their
performance to investors and benchmark
themselves against their peers. There was a
natural market there for PerTrac, but also for
the Whittaker Garnier CMS product, because
they’re raising money from investors.
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“Capital introduction groups and prime
brokers that use the product globally are
building up their Asian presence and would
benefit from having local support. We also
have clients from the Asian region who are
using both PerTrac Analytical and CMS in
combination to improve the productivity of
what is often a relatively small branch office
and connect them with what their colleagues
are doing around the world.”

He can see further expansion in the
region in the future as the business
develops. “It will take years to develop the
market, and we’re in it for the long term,”
Mintz says. “From a development
perspective we will look at things like when
it might be appropriate to have an office in
Sydney, for example. What will the market
look like in countries such as mainland
China? Will we need to have people on the
ground there, or will it be a market where
hedge funds just send people in to do
research?”

Kevin Meehan, head of Asia-Pacific prime
services coverage with Credit Suisse in Hong
Kong, notes that it is a mistake to view Asia
as a single market on the lines of the
European Economic Area. “The big thing in
Asia which is different from the US and
Europe is that you have to interact with 14 or
more distinct markets, each with their own
regulatory issues,” he says.

Meehan says that diversification is one of
the key characteristics of the hedge fund
industry in Asia today. “In 2006, the fastest-
growing strategy in Asia was multi-strategy,”
he says. “We are also seeing some
managers looking to have a proportion of
their portfolio in less liquid assets, through a
side-pocket in a convergence of hedge funds
and private equity. Many are looking to the
private markets, pre-IPO, and are looking to
invest in positions earlier. 

“Managers are also looking to diversify
into other markets, such as Vietnam and
Pakistan, two markets that we can now
provide that not all market participants are
able to. The appetite is not only for
different types of asset class but also to
have derivative exposure to broader
markets.”

Derivatives are particularly important in
Asia because of the difficulty in accessing
certain markets, Meehan says. “The prime
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Hong Kong may remain the main Asian centre for hedge funds
outside Japan, but its perennial rival Singapore is steadily gaining
ground, thanks in part to a relaxed regulatory regime for managers
that belies the city-state’s reputation for excessive state control
and indeed has sparked a certain degree of concern among
investors worried about lack of supervision.

According to Singapore-based research firm Eurekahedge,
Hong Kong-based managers ran 15 per cent of hedge funds that
invest in Asia at the end of last year, compared with 10 per cent
for Singapore, but it was Singapore that dominated new launches
with 24 start-ups compared with six in Hong Kong.

Singapore has benefited from regulatory provisions under which
managers whose funds have no more than 30 qualified investors
are exempt from the requirement to obtain a Capital Markets
Services licence. This enables hedge funds to be set up in
Singapore in as little as a week, whereas obtaining a licence to
operate as a hedge fund manager in Hong Kong can take as long
as four months.

On April 3, Singapore had 347 exempt fund managers,
according to the financial industry regulator, the Monetary
Authority of Singapore. However, a number of investors including
funds of hedge funds and US pension schemes are reported to
have asked the Singapore government to tighten the rules for fund
managers, concerned that the lack of regulation makes the
jurisdiction vulnerable to episodes like the 2005 closure of the
Aman Capital Global Fund following losses on derivatives trading.

Industry participants say Singapore has been the prime
beneficiary of regulations in other Asian markets that discourage
hedge fund managers from setting up their operations in the
country where their investment is focused. According to Peter
Douglas, principal of Singapore-based consultancy firm GFIA,
managers investing in jurisdictions such as India, Japan and Korea
may have a local presence but their management company is
elsewhere, usually Singapore.

“Singapore has been very aggressive about making it very easy
to get authorised there,” says Stuart Farr of Beauchamp Hedge
Fund Solutions. “It certainly doesn’t hurt that you can get
authorised effectively overnight, and while it’s not that hard to
register in Hong Kong either, it’s a marginal benefit. In addition, the
tax rate is lower in Singapore, and there’s more availability of
office space, although rents have been going up because there’s
so much demand.

“Historically labour has been cheaper in Singapore, which has a
well-educated, relatively experienced financial workforce that is on
a par with that of Hong Kong. There are also travel costs – flying
through Singapore is often cheaper than Hong Kong. For a fund
manager the chances of company visits exclusively taking place in
Singapore or Hong Kong are pretty slim, so you will have a lot of
travel expenses. And there are also lifestyle benefits. Hong

Start-ups help Singapore gain
in rivalry with Hong Kong
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brokers that have done well are those that
have strong derivative platforms. One of the
things we’re seeking to do on the derivatives
side is to create a one-stop derivatives shop
within prime services. That will enable us not
only to put together vanilla derivative
products but create and tailor derivatives to
give clients access to particular products
either through an individual stock or through
a sector type of swap, index, future or
option.”

A decade ago, a number of Asian
countries took the opportunity to blame
hedge funds for the region’s economic and
financial crisis, but today, Meehan believes,
there is a more mature and balanced view of
the role hedge funds play, particularly among
the region’s supervisory authorities.

“Regulators are probably more likely these
days to be in contact with other regulators,
not only within the region but those who
have experience with hedge funds in other
regions, such as Europe and the US,” he
says. “I suspect there is much more open
dialogue between the regulators in Asia and
those in jurisdictions that freely permit hedge
funds to trade, and are able to share those
experiences with supervisors that currently
do not permit them or are reviewing their
situation.”

Stuart Farr, chief executive of
Beauchamp Hedge Fund Solutions, says:
“One trend we’ve noticed recently is that
Asian managers are ramping up to create
absolute return institutions as opposed to
just hedge funds. There’s a big base of
long-only investment, but the hedge fund
market is taking off and as a result, the
idea of mixing these two types of asset is
not considered ridiculous, whereas it’s
taken a few years for US and UK pension
fund investors, for example, to get their
heads around alpha, the concept of
absolute returns, and whether hedge funds
are really risky.”

He adds: “Electronic trading is also taking
off in Asia, as everywhere, but in the past six
months we’ve seen a marked uptick in
interest in electronic trading, and the concept
of straight-through processing is starting to
take off. They don’t need to go through the
whole laborious process that everyone else
has taken to get there – there’s no need to
reinvent the wheel.” ■
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Kong is a more vibrant place in which to live, but if you
have a family, Singapore is a bit more liveable.”

While many hedge fund service providers have remained faithful
to Hong Kong as the traditional centre for hedge funds outside
Japan, Singapore is starting to gain traction, insiders say, as a
hedge fund administration centre. Earlier this year Custom House
Administration, a niche Dublin provider that also has a presence in
Chicago to serve the US market, opened its Singapore office.

Custom House chairman Dermot Butler notes that for
administrators at least, the cost equation is tilted firmly toward
Singapore. “Costs in Hong Kong are horrendous,” he says. “They
are not so horrendous in Singapore, which is currently the least
expensive of our three locations, followed by Chicago and then
Dublin, which is now very expensive to operate in.” However, he
notes that despite the recent surge in hedge fund start-ups in the
Lion City, Hong Kong retains the advantage of its proximity to
China.

PerTrac Financial Solutions opted for Hong Kong for its first
office in Asia, says chief executive Gerry Mintz, because of the
established weight of existing and potential customers for the
asset allocation and investment analysis software provider,
although he does not rule out a presence in Singapore (or
Sydney) in the future if and when the firm’s business warrants it.

“It was logical to put our people on the ground in Hong Kong to
start with, because we felt that it currently offered more on the
investor side and maybe a bit more critical mass among prime
brokers, capital introduction groups and others,” he says. “And
obviously it has a meaningful number of new hedge funds,
although Singapore is getting pretty important too.”

Christophe Lalo, regional head of marketing for Asia-Pacific
hedge funds with Société Générale Asset Management
Alternative Investments in Hong Kong, believes the rivalry
between the two jurisdictions is overblown. “Each centre has its
own benefits, and I wouldn’t say one is better than the other,” he
argues. “It’s just like Luxembourg and Dublin, or Cayman and
Jersey. There’s no real difference between Tokyo, Sydney, Hong
Kong and Singapore. There is room in the market for all the
Asian centres.”

Kevin Meehan, head of Asia-Pacific prime services coverage
with Credit Suisse in Hong Kong, adds: “There’s a lot of
discussion about Hong Kong versus Singapore, but the four
jurisdictions where hedge funds tend to be based in Asia should
really be neutral from the perspective of a prime broker, which
should be looking to service clients in each of those locations.”

Meehan says Credit Suisse decided on Singapore as the best
option to place its operational infrastructure in the region, in order
to meet the challenge of “providing a high-touch service to clients
wherever they are based. We have something like 50 operations
people and 40 IT people serving not only Asia but our European
platform. We have client-facing staff in each of Hong Kong, Tokyo
and Australia, while our operational team in Singapore is also
organised on client rather than functional lines.” ■
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