


The Ireland Funds Report 201011FINANCE DUBLIN | JULY 2010

For example, at Northern Trust, we see that
UCITS III structures are being used to
accommodate both hedge fund managers
as well as conventional managers who are
venturing into more exotic strategies.

Ireland: a centre of excellence
Ireland is benefiting enormously from this
regulatory uncertainty and the resulting
‘flight’ to more regulated jurisdictions and
products. Ireland’s 2010 Finance Act has
further enhanced Ireland’s appeal by
introducing provisions to facilitate the re-
domiciliation of existing funds from other
centres to Ireland. For a considerable time,
Ireland has been the jurisdiction of choice
for the servicing of alternative investment
funds, with almost 40 per cent of global
hedge funds serviced in Ireland. It follows
that Ireland should position itself to be the
domicile of choice for the new breed of
UCITS III business emanating from the
hedge fund community.

Fund servicing considerations
Fund managers looking to launch UCITS
III compliant hedge fund vehicles can be
supported through partnership with a
service provider able to demonstrate
experience across the traditional UCITS
product range as well as proven hedge
fund/alternatives capabilities. Attributes to
consider include the ability to:

• Manage the conversion, re-
domiciliation or launch of the product

• Design a custodial, cash banking and
asset safekeeping framework

• Provide performance attribution, risk
reporting, investment restriction
reviews and compliance analytics to
support risk management requirements
The compliance and regulatory

oversight required by UCITS III means
service providers must also have the
technology to capture and report the
necessary investment compliance data

together with the ability to perform the
statutory trustee/fiduciary role.

Looking forward
While UCITS III does not represent the
complete answer to all of the hedge fund
industry’s challenges, it is clear the
vehicle does have a role to play in the
push for more regulated, alternative
investment funds. UCITS is a highly
successful global brand, and with UCITS
IV just around the corner the success
story is likely to continue.
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The history of Ireland’s International
Financial Services Centre’s begins
in 1987, when it was founded,

although its genesis dates back to the
early 1970s. It is one of the most
successful financial services centre
initiatives by a national Government
anywhere. And one of its greatest success
stories is the funds industry which
currently employs more people than any
other sector in international financial
services in Ireland.

The establishment of the IFSC co-
incided with the passing of the first EU
UCITS Directive.  In June 1989, The
UCITS directive came into effect in
Ireland. Ireland was one of the first
countries to adopt the directive into
domestic legislation and it introduced a
regulatory and tax regime that was
internationally competitive. The Finance
Act of 1989 granted UCITS funds a tax
exemption from corporation tax, capital
gains tax, withholding tax and other
taxes laying the foundations for the
industry to grow. The same year The AIG
American Equity Trust became the first
UCITS fund to be established in Ireland,

and the first fund to be listed on the Irish
Stock Exchange. Another major
milestone came on December 26th when
the Units Trust Act 1990 was enacted and
Barings relaunched six new funds in
Dublin which  amalgamated seventeen
unit trusts from various jurisdictions
around the world.

Major firm openings in the early years
included Global Asset Management
launched in Dublin in August 1990,
Morgan Grenfell,  a subsidiary of
Deutsche Bank (now subsumed in the
operations of State Street), and Northern
Trust in 1990,  and Banker’s Trust in
1992. Bank of Bermuda, opened in 1995
(now part of HSBC), with Gerry Brady
(above) as its first managing director,

bringing with it a business which had €2
billion worth of assets by 1996 and
moving funds from its Guernsey operation
to the IFSC operation  Also in that year
AIB engaged in a joint venture with Bank
of New York to create AIB/BNY
Securities (now BNY/Mellon). All of
these firms have evolved into some of the
largest employers in the IFSC including,
HSBC Securities Services, who employ
500 people, State Street, who employ over
2000 people and BNY Mellon, who
employ 1150 according to the latest
figures from the Finance Dublin Yearbook
2010. By 1996 Ireland had over €26
billion domiciled in Ireland and was
second only to Luxembourg for offshore
investment funds. 

Another major success story is the
alternative asset servicing industry in
which Ireland is now the world leader. In
1999,  Citi the largest hedge fund servicer
in the world, chose Dublin for its centre of
excellence for hedge fund administration.
Following Citi most of the major names
came to Dublin by 2005 and over 60 per
cent of hedge fund servicing firms were
based in Ireland.

Ireland’s funds industry 1987-2010

‘Ireland was one of the first
countries to adopt the directive
into domestic legislation and it
introduced a regulatory and tax
regime that was internationally
competitive.’
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