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FOREWORD
It is our great pleasure to welcome you to the 2017 edition of “Planning Your Route – Your Guide to Investment 
Vehicles” (the Guide).

The cross-border distribution of funds has continued its globalisation both in terms of target distribution markets and 
fund domiciles, as asset managers strive to grow their businesses outside of their domestic markets. 

In today’s environment of negative or zero interest rates coupled with low global growth, asset managers are 
challenged more than ever to provide greater product customisation and to deal with trends such as growing 
de-accumulation, enhanced product transparency and possessing multi-asset capabilities. They need to adapt to the 
disruptive behaviours from new financial technology and digital market entrants who are raising the bar in terms of 
customer experience and product comparability.

The changing context has triggered a shift in investor attitudes too. Increasingly, distributors must find products that 
provide consistent return and income protection over the long term, greater transparency, and competitive pricing. 
Institutional investors, in particular pension funds, are becoming less domestically oriented and their portfolios are 
becoming more globally diversified.

Both institutional and retail investors are looking at diversifying their asset allocation to new asset classes. 
They seek to capitalise on the potential of emerging market opportunities (including high yield products, total return, 
new markets – Latin America & Asia – and new currencies).

Those existing and new business challenges facing traditional and alternative asset managers contribute to increase 
the pressure on margins, already deeply felt by the industry over the last years. They force asset managers to revisit 
their product and distribution strategies and look beyond their regional borders in order to raise new assets, to 
protect their revenue line and diversify their investor base.

EUROPE – BRIDGING NEW FRONTIERS IN GLOBAL DISTRIBUTION
In Europe, the harmonised UCITS framework, which provides access to multiple markets and is based on a well-
developed business environment, remains a true advantage and pull factor for those foreign investment managers 
interested in exploring new business opportunities in the region. Moreover, the reach of UCITS extends far beyond 
Europe. The UCITS brand is widely recognised as a global passport for cross-border fund distribution, and is perceived 
as a gold standard and a label of quality for investors within and outside Europe.

For non-UCITS funds, the Alternative Investment Fund Managers Directive (AIFMD) has overhauled the 
regulatory landscape of alternative investment fund managers (AIFMs) based in or seeking to distribute their 
funds in Europe. AIFMD has introduced an EU passport for authorised AIFMs allowing them to manage AIFs on 
a cross-border basis and to distribute the AIFs they manage to professional investors in the European Union.

ASIA-PACIFIC – NEW REGIONAL CROSS-BORDER DISTRIBUTION OPPORTUNITIES
In Asia, 3 recent regional fund passporting initiatives are gradually creating new distribution opportunities:

  Association of Southeast Asian Nations Collective Investment Schemes Framework (ASEAN CIS Framework): 
Launched on 25 August 2014 between Singapore, Malaysia and Thailand to facilitate the cross-border 
distribution of funds

  Hong Kong – China Mutual Recognition Scheme (the MRF): Created in July 2015, the MRF has helped position 
Hong-Kong as a gateway to the mainland Chinese market as it allows certain investment funds domiciled in 
mainland China and Hong Kong respectively to be registered for sale to investors in each other’s market 

  Asia Region Funds Passport (the ARFP): Australia, Japan, Korea and New Zealand formalised the launch 
of the ARFP through the signature, on 28 April 2016, of a Memorandum of Cooperation according to which 
participating countries have up to 18 months from 30 June 2016 to implement domestic arrangements

FOREWARD
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Despite UCITS remaining largely dominant in Asia, each of the 3 Asia-Pacific regional passporting initiative aims 
at providing a multilaterally agreed framework to facilitate the cross-border marketing of investment funds 
across participating Asian countries. Over time, they have the potential to change the landscape of cross-border 
fund distribution in Asia-Pacific. As a consequence of these new developments, when defining or revisiting their 
fund distribution strategy, asset managers will growingly be faced with a choice between an Asian regional 
distribution strategy, using a local investment vehicle and one of the passports, and a global strategy using 
a UCITS fund.

PLANNING YOUR ROUTE
Selecting the most appropriate fund domicile, investment vehicle and distribution strategy has therefore 
become more important than ever. It is key to the commercial success of an investment product. However, 
making an informed choice requires a thorough understanding of the various investment solutions available in 
a number of potential domiciles. It is a complex decision process, influenced by a significant number of factors/
variables including:

  The nature and location of the target investors

  The required degree of investor protection

  The asset class in which the investment vehicle will invest

  The investment objective and investment strategy to be implemented

  The preferences/expectations of target investors in terms of reporting, corporate governance and control

 The target size of the investment vehicle

  The level of risk diversification that will be achieved in the investment portfolio

The variety of regulated and unregulated investment vehicles available combined with the increasing complexity 
of the legal and regulatory regimes governing them are making this decision even more difficult. 

In Europe, the current trend is to move towards greater investor protection and hence to impose greater 
transparency on investment funds, managers and service providers.

The challenge is even greater for foreign asset managers entering a new market for the first time, as they also 
need to assess the opportunity (costs-benefits) of entering such markets, deal with local investor preferences, 
select the most efficient distribution channels and understand local regulatory and tax requirements.

The purpose of the Guide is to support both traditional and alternative asset managers by providing them with 
a synthetic overview of the main investment vehicles available in a selection of key domiciles, highlighting in 
particular their regulatory regimes, operational features, distribution possibilities, and set-up procedures and 
costs. The Guide is meant to be used as a practical tool to help asset managers make an informed decision, 
based on objective criteria and taking into account their specific needs and objectives.

The Guide includes key information on 7 leading domiciles for cross-border investment vehicles, namely 
Luxembourg, Ireland, Guernsey, Jersey, the Cayman Islands, Hong Kong and Singapore. As often as possible, the 
Guide offers a comparative view between investment vehicles and domiciles. It also includes details of recent 
changes to the regulatory landscape, including the entry into force of AIFMD for EU-domiciles, in particular.

FOREWARD
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In order to support you in your decision-making process and provide you with the relevant market and regulatory 
guidance, the Guide has been divided into 3 sections:

(i)   A list of key questions for investment managers when setting up and marketing an investment vehicle. 
Taking the form of a comparative table, this first section allows investment manager to identify 
the domiciles and investment vehicles which could be appropriate based on their objectives, needs 
and constraints

(ii)   For each domicile, a summary description of the local fund market as well as the regulatory and 
operational features, set-up process and costs of the investment vehicles available

(iii)   A registration highlights section briefly summarising the initial registration process of foreign funds 
(both UCITS and non-UCITS) in France, Germany, Hong Kong, Italy, Switzerland and the United Kingdom

BNP Paribas Securities Services and EY have joined forces and shared our respective market, regulatory and 
operational expertise to produce this Guide. We trust it will give you valuable guidance in defining your product 
and distribution strategy. 

We look forward to assisting you with your next investment vehicle project.

BNP Paribas Securities Services 
EY

FOREWARD
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Before detailing the key features of each domicile and investment vehicle, we think it is important to define what 
is generally accepted as an investment vehicle, as this definition has governed the selection of vehicles covered by 
the Guide.

Investment vehicles are commonly understood as structures through which one or more investors pool money with 
the objective of acquiring and/or developing, holding or trading in one or more tangible or intangible assets.

Investment vehicles can either be:

  Regulated products that are subject to a specific regulatory regime and to the prior authorisation and ongoing 
oversight of their home country’s financial supervisory authority 

  Unregulated products that are not subject to any particular authorisation or oversight

In addition to the above distinction between regulated and unregulated investment vehicles, certain investment 
vehicles that are unregulated as products, may however be indirectly supervised by a financial regulator because 
they are managed by a regulated fund manager. Those investment vehicles – such as the Luxembourg RAIFs – have 
not been authorised and are not supervised (as products) by a financial supervisory authority, but are managed and 
supervised by a fund manager that is itself an authorised and permanently supervised entity, which must oversee and 
report on the AIFs it manages to its financial supervisory authority on a periodic basis. 

In the EU, since the entry into force of AIFMD, investment vehicles may be grouped into 2 categories:

  Harmonised Undertakings for Collective Investment in Transferable Securities (UCITS)

  Non-UCITS investment vehicles qualifying as Alternative Investment Funds (AIFs) under AIFMD

UCITS benefit from a harmonised regulatory framework at the EU level since 1985, which created a single market for 
regulated retail investment vehicles. The UCITS brand is widely recognised nowadays, in Europe and beyond, amongst 
all types of individual, professional and institutional investors. UCITS can be offered to all types of investors, including 
retail investors. Their investments are limited to transferable securities and other liquid financial assets. 

AIFs are not harmonised as investment products at the EU level and are governed by national domestic regulatory 
frameworks. They may be regulated or unregulated investment vehicles. However, those AIFs that fall within the scope 
of AIFMD have in common that they must be managed by an authorised alternative investment fund manager (AIFM). 
The AIFM regime is harmonised at the EU level and authorised AIFMs benefit from an EU passport allowing them to 
manage EU- and non-EU-domiciled AIFs and to distribute the AIFs they manage to professional investors within the EU. 

INTRODUCTION: BACK TO BASICS
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Alongside the evolution of UCITS and the arrival of AIFMD, the European Union has implemented three new 
harmonised investment fund regimes:

 European Venture Capital Funds (EuVECA)

 European Social Entrepreneurship Funds (EuSEF)

 European Long-Term Investment Funds (ELTIF)

These new investment products are now available in each EU member state, and complement an array of local 
investment vehicles with the primary objective of stimulating the EU market. 

Outside of the EU, there exists no regional harmonised regulatory regime comparable to UCITS or AIFM. Fund 
domiciles offer very flexible solutions including both regulated and unregulated investment vehicles. These investment 
vehicles, which are governed by domestic laws and regulations of their home country, remain very popular with 
local investors. It has however become more difficult to distribute them to EU-based professional investors as a 
result of the entry into force of the AIFMD and the strengthening or abrogation of private placement regimes by EU 
member states.

In Asia-Pacific, three major fund passporting initiatives have recently been launched to facilitate cross-border 
distribution of Asian domiciled funds across multiple Asian jurisdictions. Those initiatives include the MRF, the ASEAN 
CIS funds passport, and the ARFP. Although these initiatives are still at an early stage, they are slowly starting to 
gain momentum, with a growing number of Asian and foreign managers publicly expressing their support for the 
development of these new distribution schemes. It will, however, take some time for the new cross-border distribution 
schemes to develop and they will need to increase in scale to create a critical mass of participating economies. 
Furthermore, several major impediments currently prevent high adoption rates among managers, including the 
absence of tax harmonisation and lack of any Asia-wide harmonised regulatory regime. That said, they have the 
potential to disrupt the continued sales growth of UCITS in Asia over the next decade.

INTRODUCTION: BACK TO BASICS
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1. CASE STUDIES
You will find below 4 practical case studies, illustrating the selection criteria to be considered at the early stages 
of setting up an investment vehicle. These selection criteria are further developed in the table that follows the first 
section, and which you can use as a tool for pre-selecting investment vehicles and domiciles.

A. CASE STUDY 1
Case:

You are an Asian asset manager. So far, you have been active and successful in distributing and managing traditional 
strategies in your regional market using domestic investment vehicles. Your expertise is mostly in listed Asian equities 
and bonds, as well as money market instruments.

You aim to sell your expertise internationally and wish to determine the most appropriate domicile and investment 
vehicle. Your target market consists of mainly EU-based investors and includes mass affluent retail investors. 

With this in mind, you would like to establish an investment vehicle that can easily be offered to the public across the 
EU, while being equally attractive to non-EU investors. 
 

SELECTION CRITERA CASE SPECIFICS

Target investors Retail mass affluent Professional

Target markets EU Non-EU

Asset class Liquid financial assets Alternative assets

Risk diversification
Highly diversified 

(not more than 10% of net 
assets in 1 investment)

Diversified 
(not more than 30% of net 

assets in 1 investment)

Not diversified 
(up to 100% of net assets 

in 1 investment)

The first chapter of the Guide consists of two parts. The first part 
presents 4 case studies that illustrate the needs and expectations 
of initiators of investment vehicles and provides a summary 
description of structuring alternatives. The second part highlights 
the main selection criteria that should be considered when 
establishing an investment vehicle.

INVESTMENT VEHICLE SELECTION
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Solutions available:

As a first step, you have to identify the investment vehicles available in your shortlist of potential domiciles, which can 
be distributed to all types of investors, including retail investors in particular.

The investment vehicles that fulfil these criteria in the 7 selected jurisdictions are:

  Luxembourg: UCITS and Part II UCIs

  Ireland: UCITS and RIAIFs

  Guernsey: Class A Schemes and Private Funds

  Jersey: All investment vehicles except Expert Funds

  Cayman Islands: All investment vehicles

  Hong Kong: Retail CIS and Authorised Non-Retail CIS1

  Singapore: Authorised CIS

As a second step, the preferred investment vehicle should allow you to meet your cross-border distribution goals in a 
cost- and time-efficient way.

UCITS funds benefit from the EU distribution passport and broad recognition outside of the EU. From the above list of 
retail investment vehicles, UCITS-compliant investment vehicles are the only ones that can be registered for public 
distribution to retail investors in all EU member states as well as in a large number of non-EU countries. None of 
the other retail investment vehicles listed above benefits from an EU-passport that would authorise their public 
distribution to retail investors in the EU. In addition, they would not benefit from the same brand and recognition 
outside of the EU. 

Based on the above, the 2 most suitable solutions at this stage would consist of setting up a UCITS either in 
Luxembourg or in Ireland. The use of a UCITS-compliant investment vehicle is, however, subject to complying with the 
investment restrictions and risk diversification requirements imposed by the UCITS regime. Hence, it is necessary to 
confirm the eligibility of your investment policy and strategy under the UCITS regime.

Next steps:

With regard to the selection of the UCITS domicile, additional factors must be considered such as the economic and 
political stability of the domicile, the responsiveness and business-friendliness of the regulator, the maturity of the 
local fund industry and the robustness of its infrastructure, the availability and capabilities of local service providers, 
the overall set-up and running costs, the number and quality of the double taxation treaties entered into by the 
domicile, etc.

We refer you to the Luxembourg and Ireland country sections (in chapters A and B) to find out more about these 
2 domiciles.

INVESTMENT VEHICLE SELECTION

1  The Hong Kong regulator (the SFC) distinguishes between Authorised funds and Unauthorised funds. For the purposes of this guide, the terms 
“Retail CIS” and “Authorised Non-Retail CIS” have been used to refer to Authorised CIS and to distinguish between those funds that can be marketed 
to the retail investors (Retail CIS) and to non-retail investors (Authorised Non-Retail CIS).
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B. CASE STUDY 2
Case:

You are a real estate asset manager headquartered in the Middle East. So far, you have been raising funds from a 
limited number of Middle Eastern anchor investors, including both local institutions and high net worth individuals.

Using domestic investment vehicles, you have built a meaningful track record of investments in the commercial real 
estate market of different countries of the Gulf Cooperation Council (GCC).

Now, you wish to expand your current investor base by leveraging your insight of local commercial real estate markets, 
your experienced team of professionals and your demonstrable track record.

You have secured a pipeline of 7 target commercial real estate assets located in premium locations and leased 
to highly reputable and financially sound tenants. You are looking to raise a minimum of EUR 100 million initially 
and EUR 250 million over a period of 18 months. You are of the view that your pipeline and core strategy should 
be appealing to large EU-based institutions, such as pension funds and insurance companies, looking for steady 
cash flows with periodic distributions and a higher yield than that which they could obtain from their real estate 
investments in Europe.

Based on the above, your preferred investment vehicle must offer a high level of investor protection and be recognised 
by your target investors. They have expressed a preference for an EU domiciled investment vehicle and expect the 
investment vehicle to be AIFMD-compliant. In addition, as your target investors are located in several EU member 
states, it is crucial that the investment vehicle can be marketed on a pan-European basis. Finally, you are subject to 
significant time constraints, and time-to-market is a major consideration.

SELECTION CRITERA CASE SPECIFICS

Target investors Retail mass affluent Professional

Target markets EU Non-EU

Asset class Liquid financial assets Alternative assets

Risk diversification
Highly diversified 

(not more than 10% of net 
assets in 1 investment)

Diversified 
(not more than or 30% of net 

assets in 1 investment)

Not diversified 
(up to 100% of net assets 

in 1 investment)

Solutions available:

As a first step, you have to identify the investment vehicles available in your shortlist of EU domiciles, which 
will enable you to target EU institutional investors and invest in real estate assets with a moderate level of 
risk diversification. 

The investment vehicles fulfilling these criteria are:

  Luxembourg: AIFMD-compliant SIFs, RAIFs or SCSps

  Ireland: AIFMD-compliant QIAIFs 

All non-EU investment vehicles as well as all EU investment vehicles that could not primarily invest in real estate 
assets have been disregarded for the purpose of the present case study. 

As a second step, the preferred investment vehicle should be marketable to professional investors across the EU in 
a cost- and time-efficient way.

INVESTMENT VEHICLE SELECTION
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In light of the asset class in which it will invest and its multiple target investors, the investment vehicle will qualify as 
an AIF, as defined under AIFMD. Consequently, subject to appointing an authorised AIFM, the investment vehicle could 
benefit from the EU marketing passport introduced by AIFMD.

As the investment vehicle would be AIFMD-compliant, this would also ensure a high level of investor protection that is 
often expected by prospective institutional investors.

Based on the above, the following structuring alternatives should be considered:

  AIFMD-compliant Luxembourg SIF or Irish QIAIF with an external AIFM

  This set-up offers the highest level of investor protection with a double layer of regulation and supervision as 
both the SIF/QIAIF and their AIFM are authorised and supervised on a permanent basis by their EU home member 
state’s regulator.

  Luxembourg SIFs are subject to minimum risk diversification requirements. Hence, it is necessary to confirm the 
eligibility of your investment policy and strategy under the SIF regime.

  Luxembourg RAIF (AIFMD-compliant by nature)

  This set-up offers a high level of investor protection through the mandatory appointment of an authorised AIFM, 
while avoiding a double layer of supervision. The RAIF does not need to be authorised/supervised as a product 
by the Luxembourg regulator and is indirectly supervised through the supervision of its AIFM. RAIFs benefit from 
shorter time-to-market and lower set-up costs than SIFs or QIAIFs.

  Minimum risk diversification requirements, identical to those applicable to SIFs, must be complied with. Hence, it 
is necessary to confirm the eligibility of your investment policy and strategy under the RAIF regime.

In both alternatives, the appointed AIFM will be able to market your investment vehicle to professional investors 
across the EU under the EU AIFMD passport.

Next steps:

With regard to the selection of the domicile, additional factors must be considered such as the economic and political 
stability of the domicile, the responsiveness and business-friendliness of the regulator, the maturity of the local fund 
industry and the robustness of its infrastructure, the availability and capabilities of local service providers, the overall 
set-up and running costs, the number and quality of the double taxation treaties entered into by the domicile, etc.

INVESTMENT VEHICLE SELECTION
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C. CASE STUDY 3
Case:

You are the chairman of a Japanese energy group that specialises in the renewable energy sector, and intends to 
participate in the development and construction of a series of utility scale solar power plants in Spain. The strategy 
is to sell the power plants to Spanish utility companies upon their respective commissioning. You have already 
secured 2 initial projects and have identified a pipeline of potential further projects.

Each project will be conducted using a local special purpose project company.

Due to the scarcity of bank financing, you consider raising funds from a limited number of EU professional investors 
known for investing in projects in the energy sector, to finance the development and construction of each project. 
Some of your European group entities will seed each project company. 

You plan to pool investors in an investment vehicle. However, based upon your preliminary talks with prospective 
investors, you understand that they expect to be offered opt-in/opt-out rights with respect to each project and 
consequently, want the projects to be fully segregated/ring-fenced from each other, so that no cross-contamination 
may occur.

Finally, to respect the delivery schedule of the power plants, the financing of the projects must be secured over the 
next 6 weeks and therefore it is crucial that the preferred investment vehicle be set-up within 6 weeks maximum.

SELECTION CRITERA CASE SPECIFICS

Target investors Retail Professional Intra-group

Target markets EU Non-EU

Asset class Liquid financial assets Alternative assets

Risk diversification
Highly diversified 

(not more than 10% of net 
assets in 1 investment)

Diversified 
(not more than or 30% of net 

assets in 1 investment)

Not diversified 
(up to 100% of net assets 

in 1 investment)

Solutions available:

As a starting point, you have to identify the potential investment vehicles that:

  Can invest in renewable energy projects

  Can be marketed to intra-group entities and EU institutional investors in several EU member states

  Can be structured with multiple fully segregated compartments, hence allowing you to offer opt-in or opt-out 
rights to investors on a project-by-project basis

  Can invest up to 100% of the funds available to each compartment in 1 development project, in the renewable 
energy asset class

  Can be set-up within 6 weeks

The only investment vehicles fulfilling the above cumulative criteria in the 7 selected jurisdictions are:

  Luxembourg: RAIFs of the SICAR type or AIFMD-compliant SCSps

  Ireland: QIAIFs and AIFMD-compliant LPs

In light of the asset class in which it will invest and its multiple target investors, the investment vehicle will qualify 
as an AIF, as defined under AIFMD. Consequently, subject to appointing a licensed AIFM, the investment vehicle could 
benefit from the EU marketing passport introduced by AIFMD.

INVESTMENT VEHICLE SELECTION
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As the investment vehicle would be AIFMD-compliant, this would also ensure a high level of investor protection to the 
EU institutional investors.

Based on the above, the following structuring alternative should be considered:

 AIFMD-compliant Irish QIAIF with external AIFM

  This set-up offers the highest level of investor protection with a double layer of regulation and supervision as 
both the QIAIF and its AIFM are authorised and supervised on a permanent basis by their EU home member 
state’s regulator.

  Luxembourg RAIF of the SICAR type (AIFMD-compliant by nature)

  This set-up offers a high level of investor protection through the mandatory appointment of an authorised AIFM, 
while avoiding a double layer of supervision. The RAIF is a regulatory regime but does not need to be authorised 
as a product by the Luxembourg regulator and is indirectly supervised through the supervision of its AIFM. RAIFs 
benefit from shorter time-to-market and lower set-up costs than QIAIFs.

  Considering the high-risk nature of the target investment and the intended development aspect of this project, the 
RAIF could adopt the SICAR regime. Bearing in mind the location of the project and the intended exit strategy, it 
would be feasible to hold the project through an intermediate holding company rather than holding it directly.

  RAIFs of the SICAR type are not subject to any minimum risk diversification requirements.

 AIFMD-compliant Luxembourg SCSp/Irish LP

  This set-up offers a high level of investor protection through the appointment of an authorised AIFM. In contrast to 
RAIFs, Luxembourg SCSps and Irish LPs are not subject to a specific regulatory regime or preliminary authorisation 
by the local regulator. They can be set-up quickly and involve lower set-up costs.

  Luxembourg SCSps/Irish LPs are not subject to any minimum risk diversification requirements.

In all 3 alternatives, the appointed AIFM will be able to market your investment vehicle to professional investors 
across the EU under the AIFMD passport.

Next steps:

Your final choice between the above investment vehicles will mostly depend on whether prospective investors require 
a separately regulated investment vehicle (QIAIF) or are satisfied that the investment vehicle itself does not need to be 
regulated as long as the overall structure is AIFMD-compliant (RAIF or SCSp).

With regard to the selection of the domicile, additional factors must be considered such as the economic and political 
stability of the domicile, the responsiveness and business-friendliness of the regulator, the maturity of the local fund 
industry and the robustness of its infrastructure, the availability and capabilities of local service providers, the overall 
set-up and running costs, the number and quality of the double taxation treaties entered into by the domicile, etc.

 

INVESTMENT VEHICLE SELECTION
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D. CASE STUDY 4
Case:

You are a large asset manager based in the EU. Your traditional investor base is comprised of western European retail 
and professional investors. Your goal is to expand your distribution network to Asia by using one of the main local hubs 
and to access the mainland Chinese retail investor market. You can leverage on a strong track record and your current 
product offering is comprised of a range of Luxembourg and Irish UCITS funds.

For the purpose of targeting a large group of mainland Chinese retail investors, you would like to select a domicile 
with a well-developed local market of regulated investment vehicles that could give you access to the mainland 
Chinese market.

SELECTION CRITERA CASE SPECIFICS

Target investors Retail Professional

Target markets EU Non-EU

Asset class Liquid financial assets Alternative assets

Risk diversification
Highly diversified 

(not more than 10% of net 
assets in 1 investment)

Diversified 
(not more than or 30% of net 

assets in 1 investment)

Not diversified 
(up to 100% of net assets 

in 1 investment)

Solutions available:

From all of the investment vehicles available in the 7 selected jurisdictions, it appears that only one type of Hong Kong 
Retail Collective Investment Scheme (CIS) meets all of the above conditions.

The Hong Kong Retail CIS regime may be used to structure equity funds, bond funds, mixed funds or unlisted index 
funds (including physical index-tracking exchange traded funds) that maintain a proper diversification of their 
investments. Hence, using a Hong Kong Retail CIS would allow you to pursue similar investment strategies to those of 
your UCITS funds. With regard to your distribution goals, Hong Kong Retail CIS may be distributed to both Hong Kong 
retail investors and to mainland Chinese retail investors under the Mutual Recognition of Funds scheme between 
China and Hong Kong (MRF).

From a local substance perspective, Hong Kong Retail CIS must be managed by a Hong Kong-based management 
company. Consequently, you would need to establish a management company and apply for a license (Type 9 asset 
management license).

Structuring alternatives

Feeder fund structure

Although your preference may have been to use the Hong Kong Retail CIS as a feeder to your Luxembourg and Irish 
UCITS, a Hong Kong-based CIS that acts as a feeder fund for an EU-based UCITS master fund is at present not 
eligible under the MRF for public distribution to mainland Chinese retail investors. Such a feeder structure would be 
categorised as a “fund of funds”, which is specifically excluded from the MRF.

The positive track record of the MRF over the past year may lead the SFC and CSRC to extend the MRF to master-
feeder structures in the future. However, such a structure would still not be advisable for certain investment strategies 
because of the operational hurdles the structure might encounter.

INVESTMENT VEHICLE SELECTION



20 INVESTMENT VEHICLE SELECTION

Joint venture structure

A traditional way of entering the mainland Chinese retail investor market is through the establishment of a joint 
venture with a mainland Chinese partner. This structuring alternative should, however, be cautiously considered due 
to the possible operational difficulties, including amongst others, substantive expenses and the risk of break-up of the 
joint-venture due to insurmountable differences in strategic or commercial interests by the parent companies.

Parallel fund structure

As a result of the above, the set-up of a parallel fund structure is the most likely structuring scenario as of the 
date hereof.

Next steps:

Your final decision on a specific Hong Kong retail collective investment scheme, which will grant you access to the 
mainland Chinese retail investor market will have to be taken on the basis of general selection criteria such as the 
corporate governance model, the availability and selection of service providers, the overall set-up and running costs, 
etc., as well as the possibility of meeting the mandatory Hong Kong/mainland Chinese regulatory requirements, which 
include the following:

  The value of shares/units of a Hong Kong fund sold to investors in mainland China must not exceed more than 50% 
of the value of the fund’s total assets

  The management company of a Hong Kong fund must be licensed by the SFC to conduct Type 9 (asset 
management) regulated activity

  A mainland Chinese agent that is approved by the CSRC to perform public fund management or custodial activities 
must be appointed

  The Hong Kong fund must have been established for more than 1 year

  The Hong Kong fund must have a minimum fund size of no less than RMB 200 million or its equivalent in a 
different currency

We refer you to the Hong Kong country section (in chapter E) to find out more about the investment vehicle solutions 
available in this jurisdiction.
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After the generic cases mentioned above, it is now time for you to 

go through the main selection criteria applicable to the set-up of 

an investment vehicle, based on your own needs and expectations. 

The following table will enable you to find out the most appropriate 

investment vehicles and domiciles and to narrow down the number 

of open solutions.
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2. SELECTION CRITERIA TABLE
The below table may be used as a tool for decision making purposes in the context of the set-up of an investment 
vehicle. We invite you to use the table in an interactive way and tick the appropriate boxes in light of your investment 
vehicle set up project.

Luxembourg Ireland

I. Target 
investors and 
distribution 
model

What type 
of investors 
will the 
investment 
vehicle 
target?

Retail investors (i.e. investing 
less than EUR 125,000)

UCITS
Part II UCI
Corporate investment vehicles

UCITS
RIAIF

Well-informed/institutional 
investors (i.e. investing more 
than EUR 125,000)

UCITS
Part II UCI
SIF
RAIF
SICAR
Corporate investment vehicles

UCITS
RIAIF
QIAIF

Intra-group investors 
(corporate entities belonging 
to the same group)

Corporate investment vehicles
RAIF LP

What is 
the target 
size of the 
investment 
vehicle?

> EUR 50,000,000 All investment vehicles All investment vehicles

> EUR 25,000,000 and  
< EUR 50,000,000

All investment vehicles, but set-up/
running costs may be significant

All investment vehicles, but set-up/
running costs may be significant

< EUR 25,000,000

Sub-optimum size for regulated 
investment vehicles
Consider corporate 
investment vehicles

Sub-optimum size for regulated 
investment vehicles
Consider corporate 
investment vehicles

What type of 
distribution 
model will 
be used?

Public distribution limited 
to the home country of the 
investment vehicle

UCITS
Part II UCI

UCITS
Non-UCITS

Public distribution 
(cross-border) in a large 
number of countries in 
Europe and beyond

UCITS UCITS

Cross-border distribution 
to professional investors in 
Europe under the AIFM regime

Part ll UCI
SIF
RAIF
SICAR
Corporate investment vehicles

RIAIF
QIAIF

Private placement

Part II UCI
SIF
RAIF
SICAR
Corporate investment vehicles

RIAIF
QIAIF
LP

II. Investment 
strategy and 
restrictions

In which asset 
class(es) 
will the 
investment 
vehicle 
invest?

Traditional (i.e. listed equities 
and/or bonds, money market 
instruments and/or other 
liquid financial assets)

UCITS
Part II UCI
SIF
RAIF
Corporate investment vehicles

All investment vehicles

Alternative (i.e. real estate, 
private equity, hedge fund 
strategies,…)

Part II UCI
SIF
RAIF
SICAR (assets need to qualify 
as “risk capital”)
Corporate investment vehicles

RIAIF (with numerous restrictions)
QIAIF
LP

Which 
level of risk 
diversification 
will the 
investment 
vehicle 
achieve?

High risk diversification (e.g. 
UCITS restrictions such as no 
more than 10% of a fund’s net 
assets invested in 1 asset)

UCITS UCITS

Moderate/low risk diversification 
(e.g. SIF restrictions such as no 
more than 20% – 30% of a fund’s 
net assets invested in 1 asset)

Part II UCI (max 20%)
SIF (max 30%)
RAIF (for RAIF-SIF)

RIAIF

No risk diversification
SICAR
Corporate investment vehicles
RAIF (for RAIF-SICAR only)

QIAIF
LP
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Guernsey Jersey Cayman Islands

Class A Schemes
Private funds

Recognised funds
Unclassified funds
Listed funds
Private funds
Unregulated funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund 
Exempted mutual fund

Class A Schemes
Class B Schemes
Class Q Schemes
QIF

Recognised funds
Unclassified funds
Listed funds
Expert funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund 
Exempted mutual fund

Private funds Private funds
Unregulated funds Exempted mutual fund

All investment vehicles All investment vehicles All investment vehicles

All investment vehicles, but set-up/running 
costs may be significant

All investment vehicles, but set-up/running 
costs may be significant

All investment vehicles, but set-up/running 
costs may be significant

Sub-optimum size for regulated 
investment vehicles
Consider unregulated investment vehicle

Sub-optimum size for regulated 
investment vehicles
Consider unregulated investment vehicle

Sub-optimum size for regulated 
investment vehicles
Consider corporate investment vehicles

Class A Schemes
Class B Schemes

Recognised funds
Unclassified funds
Listed funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund 
Exempted mutual fund

Class A Schemes can be distributed in the 
UK, Australia, Belgium, Hong Kong, the 
Netherlands, Ireland, Japan, South Africa, 
Sweden and Switzerland

Recognised funds can be distributed in the 
United Kingdom and other jurisdictions on 
a case-by-case basis

N/A

N/A N/A N/A

Class B Schemes
Class Q Schemes
QIF
Private funds

Expert funds
Private funds
Unregulated funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund 
Exempted mutual fund

All investment vehicles All investment vehicles All investment vehicles

Class B Schemes
Class Q Schemes
QIF
Private funds

Unclassified funds
Listed funds
Expert funds
Private funds
Unregulated funds

All investment vehicles

Class A Schemes Recognised funds All investment vehicles

Class B Schemes
QIF (if open-ended)

Unclassified funds
Listed funds All investment vehicles

Class Q Schemes
QIF (if closed-ended)

Expert funds
Private funds
Unregulated funds

All investment vehicles
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Luxembourg Ireland

III. 
Structural 
features 
and 
investors’ 
rights

What will 
be the 
form of the 
investment 
vehicle?

Corporate form

UCITS SICAV/F
Part II UCI SICAV/F
SIF SICAV/F
RAIF SICAV/F
SICAR (investment company with fixed or 
variable capital)
Corporate investment vehicles

UCITS ICVC/FC or ICAV
RIAIF ICVC/FC or ICAV
QIAIF ICVC/FC or ICAV

Contractual form (FCP, 
common contractual 
fund, trust...)

FCP UCITS
FCP Part II UCI
FCP SIF
FCP RAIF (for RAIF-SIF only)

CCF/Unit trust UCITS
CCF/Unit trust RIAIF
CCF/Unit trust QIAIF
LP

How many 
investors will 
there be?

Limited number
Up to and including 100 investors:
UCITS, Part II UCI, SIF, RAIF, SICAR, 
Corporate investment vehicles 

All investment vehicles

Potentially high 
number of investors

More than 100 investors:
All investment vehicles
Except for Part II UCI, SIF, RAIF, SICAR and 
corporate investment vehicles set up as 
private limited liability companies (SARL)

All investment vehicles

Will investors 
have 
redemption 
rights (i.e. at 
least twice a 
month)?

Yes

UCITS
Part II UCI
SIF
RAIF
SICAR

UCITS
RIAIF
QIAIF

No (i.e. lower 
frequency such as 
monthly or yearly)

Part II UCI
SIF
RAIF
SICAR
Corporate investment vehicles 

RIAIF
QIAIF
SPV

Will investors 
have voting 
rights?

Yes

UCITS SICAV/F
Part II UCI SICAV/F
SIF SICAV/F
RAIF
SICAR
Corporate investment vehicles 

UCITS ICVC/FC and ICAV
RIAIF ICVC/FC, LP and ICAV
QIAIF ICVC/FC, LP and ICAV
LP

No

FCP UCITS
FCP Part II UCI
FCP SIF
FCP RAIF

CCF/Unit trust UCITS
CCF/Unit trust RIAIF
CCF/Unit trust QIAIF

IV. 
Operational 
features, 
regulatory 
aspects 
and 
reporting 
to investors

Mandatory 
service 
providers to 
be appointed 
(in case of 
regulated 
investment 
vehicles only)

Management 
company (and/or 
trustee as the case 
may be)

FCP UCITS
FCP Part II UCI
FCP SIF
FCP RAIF (mandatory even if unregulated 
vehicle)

CCF/Unit trust UCITS
CCF/Unit trust RIAIF
CCF/Unit trust QIAIF

Custodian

UCITS
Part II UCI
SIF
RAIF 
SICAR

UCITS
RIAIF
QIAIF

Central 
administration

UCITS
Part II UCI
SIF
RAIF 
SICAR

UCITS
RIAIF
QIAIF

Independent auditor

UCITS
Part II UCI
SIF
RAIF 
SICAR

UCITS
RIAIF
QIAIF

Investors 
reporting 
requirements

Mandatory
Annual report (all investment vehicles)
Semi-annual report (UCITS and Part ll 
UCI only)

Annual report (all investment vehicles)
Semi-annual report (UCITS and 
RIAIF only)

Optional Factsheets
Quarterly reports

Factsheets
Quarterly reports
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Guernsey Jersey Cayman Islands

All investment vehicles may be set up as 
investment company, limited partnership or 
protected cell company

All investment vehicles may be set up as 
investment company, limited partnership or 
protected cell company

 
All investment vehicles may be set 
up as exempted investment company 
(incl. segregated portfolio company), 
exempted limited partnership, or limited 
liability company 

All investment vehicles may be set up 
as unit trust

All investment vehicles may be set up 
as unit trust

All investment vehicles may be set up as unit 
trust, or exempted unit trust

All investment vehicles

Up to and including at least 15 and not more 
than 50 investors: Private funds
In addition, Unclassified funds must have at 
least 50 investors

Up to and including 15 investors: Exempted 
mutual fund (no limit if closed-ended)

All investment vehicles All investment vehicles except Private funds

More than 15 investors:
Licensed mutual fund
Administered mutual fund 
Registered mutual fund

Class A Schemes
Class B Schemes
Class Q Schemes
QIF 

Recognised funds
Licensed mutual fund
Administered mutual fund
Registered mutual fund

Class B Schemes
Class Q Schemes
QIF
Private funds

Unclassified funds
Listed funds
Expert funds
Private funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund 
Exempted mutual fund

All vehicles set up as investment 
company, limited partnership or protected 
cell company

All vehicles set up as investment 
company, limited partnership or protected 
cell company

All vehicles set up as exempted investment 
company (incl. segregated portfolio 
company), exempted limited partnership or 
limited liability company

All vehicles set up as unit trust All vehicles set up as unit trust
Vehicles set up as unit trust may include 
or not voting rights in their Unit Trust 
Instrument

All vehicles set up as unit trust All vehicles set up as unit trust All vehicles set up as unit trust must appoint 
a trustee

Class A Schemes
Class B Schemes
Class Q Schemes
QIF (only for open-ended)

Recognised funds
Unclassified funds (open-ended)
Listed funds (open-ended)
Expert funds (open-ended)
Private funds (open-ended)

Not mandatory – However, in most cases a 
custodian will be appointed

Class A Schemes
Class B Schemes
Class Q Schemes
QIF

Recognised funds
Unclassified funds
Listed funds
Expert funds
Private funds

Administered mutual fund (mandatory 
mutual fund administrator)

Class A Schemes
Class B Schemes
Class Q Schemes
QIF

Recognised funds
Unclassified funds
Listed funds
Expert funds
Private funds

Licensed mutual fund 
Administered mutual fund 
Registered mutual fund

Annual report (all investment vehicles) Annual report (all investment vehicles)
Annual report for licensed mutual fund, 
administered mutual fund, registered 
mutual fund

Factsheets
Quarterly reports

Factsheets
Quarterly reports

Factsheets
Quarterly reports
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Hong Kong1 Singapore

I. Target 
investors and 
distribution 
model

What type 
of investors 
will the 
investment 
vehicle 
target?

Retail investors (i.e. investing 
less than EUR 125,000)

Retail CIS
Private Fund (Max. 50)
Open-ended Fund Company

Authorised CIS
Qualifying CIS
Recognised CIS

Well-informed/institutional 
investors (i.e. investing more 
than EUR 125,000)

All investment vehicles

Authorised CIS
Qualifying CIS
Recognised CIS
Restricted CIS

Intra-group investors 
(corporate entities belonging 
to the same group)

All investment vehicles Restricted CIS

What is 
the target 
size of the 
investment 
vehicle?

> EUR 50,000,000 All investment vehicles All investment vehicles

> EUR 25,000,000 and  
< EUR 50,000,000

All investment vehicles, but set-up/
running costs may be significant

All investment vehicles, but set-up/
running costs may be significant

< EUR 25,000,000

Sub-optimum size for regulated 
investment vehicles
Consider corporate investment 
vehicles

Sub-optimum size for regulated 
investment vehicles
Consider unregulated investment 
vehicle

What type of 
distribution 
model will 
be used?

Public distribution limited 
to the home country of the 
investment vehicle

Retail CIS
Open-ended Fund Company

Authorised CIS
Recognised CIS

Public distribution 
(cross-border) in a large 
number of countries in 
Europe and beyond

Retail CIS may be distributed in 
mainland China on a case-by-case 
basis

Qualifying CIS may be distributed in 
the ASEAN CIS framework

Cross-border distribution 
to professional investors in 
Europe under the AIFM regime

N/A N/A

Private placement

Private Fund
Open-ended Fund Company
Non-Retail CIS (distribution to 
professionals in Hong Kong)

Restricted CIS

II. Investment 
strategy and 
restrictions

In which asset 
class(es) 
will the 
investment 
vehicle 
invest?

Traditional (i.e. listed equities 
and/or bonds, money market 
instruments and/or other 
liquid financial assets)

All investment vehicles All investment vehicles

Alternative (i.e. real estate, 
private equity, hedge fund 
strategies,…)

Retail CIS 
Non-Retail CIS
Private Fund

All investment vehicles

Which 
level of risk 
diversification 
will the 
investment 
vehicle 
achieve?

High risk diversification (e.g. 
UCITS restrictions such as no 
more than 10% of a fund’s net 
assets invested in 1 asset)

Retail CIS 
Non-Retail CIS
Open-ended Fund Company

Authorised CIS

Moderate/low risk diversification 
(e.g. SIF restrictions such as no 
more than 20% – 30% of a fund’s 
net assets invested in 1 asset)

Private Fund Qualifying CIS

No risk diversification Private Fund Restricted CIS

1  The Hong Kong regulator (the SFC) distinguishes between Authorised funds and Unauthorised funds. For the purposes of this guide, the terms “Retail 
CIS” and “Authorised Non-Retail CIS” have been used to refer to Authorised CIS and to distinguish between those funds that can be marketed to the 
retail investors (Retail CIS) and to non-retail investors (Authorised Non-Retail CIS).
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Hong Kong Singapore

III. 
Structural 
features 
and 
investors’ 
rights

What will 
be the 
form of the 
investment 
vehicle?

Corporate form
All investment vehicles may be set 
up as mutual fund corporation or 
limited partnership

Limited partnership (Authorised CIS, 
Qualifying CIS, Restricted CIS)

Private limited company (Restricted CIS)

Local requirements apply (Recognised CIS)

Contractual form (FCP, 
common contractual 
fund, trust...)

All investment vehicles may be set 
up as unit trust

Unit trust (Authorised CIS
Qualifying CIS, Restricted CIS)

How many 
investors will 
there be?

Limited number N/A All investment vehicles 
(at least 1 shareholder)

Potentially high 
number of investors

All investment vehicles except Mutual 
Fund Corporation in the form of a 
private limited company (in this case the 
maximum number of shareholdes is 50)

All investment vehicles except Restricted 
CIS established  as private limited 
companies  (in this case the maximum 
number of shareholdes is 50)

Local requirements apply to Recognised CIS

Will investors 
have 
redemption 
rights (i.e. at 
least twice a 
month)?

Yes N/A N/A

No (i.e. lower 
frequency such as 
monthly or yearly)

Retail CIS
Non-Retail CIS
Private Fund
Open-ended Fund Company

Authorised CIS
Qualifying CIS
Restricted CIS

Will investors 
have voting 
rights?

Yes

Limited voting rights attached to units in 
a Unit Trust subject to the trust deed

Legal voting rights attached to shares in 
a Mutual Fund Corporation subject to the 
articles or bylaws

Limited voting rights attached to 
interests in a Limited Partnership subject 
to the partnership agreement

All vehicles set up as investment 
company

Limited voting rights for all vehicles set 
up as  limited partnerships

No All vehicles set up as unit trust

IV. 
Operational 
features, 
regulatory 
aspects 
and 
reporting 
to investors

Mandatory 
service 
providers to 
be appointed 
(in case of 
regulated 
investment 
vehicles only)

Management 
company (and/or 
trustee as the case 
may be)

All vehicles set up as unit trust must 
appoint a trustee

Mutual fund corporations (except 
Non-managed)  must appoint a 
management company or a General 
partner approved by SFC

Open-ended Fund Company must appoint 
an investment manager licensed or 
registered by SFC

All vehicles set up as unit trust 
(except Recognised CIS) must appoint 
a manager and a trustee or custodian

All vehicles set up as limited  partnership 
(except Recognised CIS) must appoint a 
general partner

All Recognised CIS must appoint a 
representative agent and a local 
asset manager

Custodian All vehicles set up as mutual 
fund corporations

All vehicles set up as unit trust 
(except Recognised CIS) must appoint 
a trustee

Central 
administration N/A N/A

Independent auditor
Retail CIS 
Non-Retail CIS
Open-ended Fund Company

All vehicles

Investors 
reporting 
requirements

Mandatory

Annual report and semi-annual report 
(Retail CIS, Open-ended Fund Company 
and Non-Retail CIS)

Financial statements (Private funds)

Annual financial statements and 
annual report as well as semi-annual 
financial statements and semi-annual 
report (Authorised CIS, Qualifying CIS, 
Restricted CIS)

Optional Factsheets
Quarterly reports

Factsheets
Quarterly reports
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Now that you have pre-selected one or more potential domicile(s) 

and investment vehicle(s) that would fit your individual case, you 

are invited to move to the second part of the Guide, where you will 

find, for each domicile, particulars of the local fund markets as 

well as an overview of the key features of the investment vehicles 

you have selected.
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A. LUXEMBOURG
1. DECISION TREE

UCITS
• SICAV
• SICAF
• FCP

Yes

Yes

NoYes

Yes

Yes

Yes

Yes

Yes

Yes No Yes

YesYes

Yes***

 UCITS/ 
Part II UCI
• SICAV
• SICAF
• FCP

No

No

No

No

No

No

No

NoNo

Part II UCI 
(max 20%)
• SICAV
• SICAF
• FCP

 SOPARFI 
(subject to 
conditions)
•  Corporate 

form

 SOPARFI 
(under 
conditions)
•  Corporate 

form

 UCITS/Part 
II UCI/SIF

RAIF 
(SIF regime)
• SICAV
• SICAF
• FCP

SICAR
•  Variable 

capital
•  Fixed 

capital

SOPARFI
•  Corporate 

form

Will assets 
quality 
as “risk 

capital**”?

RAIF (SICAR 
regime)
• SICAV
• SICAF

Part II 
UCI/SIF

RAIF 
(SIF regime)
• SICAV
• SICAF
• FCP

SOPARFI
•  Corporate 

form

Will assets 
quality 
as “risk 

capital**”?

Will risk 
diversification 
be ensured?

Will risk 
diversification 
be ensured?

Alternative 
assets (PE, RE, 

tangible assets)

Need for a 
regulated 

investment 
vehicle?

Will risk 
diversification 
be ensured*?

Will risk 
diversification 
be ensured?

UCITS-
compliant 
restrictions

Will risk 
diversification 
be ensured?

Will risk 
diversification 
be ensured?

Not UCITS-
compliant 
restrictions

Part II UCI
• SICAV
• SICAF
• FCP

Need for EU 
passport?

Need for a 
regulated 

investment 
vehicle?

Alternative 
assets (i.e. 

private equity, 
real estate 

tangible assets, 
loans...) 

Will it invest 
in traditional 

assets (financial 
liquid assets)?

Does the investment 
vehicle targeted 
retail investors?

Will it invest in 
financial liquid 

assets only

NoYes

* For all regulated investment vehicles diversification must be ensured.

**   “Risk capital” is defined as the direct or indirect contribution of assets to entities in view of their launch, development or listing on a stock 
exchange. In practice, CSSF assesses the acceptability of a SICAR investment policy by (i) high risk and (ii) an intention to develop the portfolio 
entities (Source: CSSF Circular 06/241 and CSSF FAQ on SICAR).

*** “No” answer is impossible. If the assets do not quality as risk capital, no other investment vehicle except SICAR can be established.

COUNTRY SECTIONS
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2. MARKET OVERVIEW
a. Investment fund industry 

Over the last 65 years, Luxembourg has progressively imposed itself as the leading investment fund centre in Europe 
and the second in the world in terms of assets under management. It is the leading domicile for UCITS in the European 
Union and the leading cross-border fund distribution platform.

The first Luxembourg fund was established in 1959. By 30 June 2016, there were 3,887 UCIs, comprising 14,208 
entities (each being a stand-alone fund or a compartment of an umbrella fund2), with net assets of EUR 3,461 billion 
(Source: CSSF statistics as of 30 June 2016).

Luxembourg regulated UCIs are categorised either as traditional investment funds of the UCITS type or as AIFs 
(e.g. SIFs and UCIs Part II). 

The transposition of AIFMD in Luxembourg led to a substantial increase in both the number and the assets under 
management (AuM) of regulated AIFs domiciled in Luxembourg. Since 31 December 2013, AuM of regulated alternative 
investment funds progressed by more than EUR 60 billion, from EUR 493 billion to over EUR 555 billion. Over the same 
period, AuM of UCITS rocketed by almost EUR 900 billion, from EUR 2.1 trillion to over EUR 2.9 trillion (Source: EFAMA, 
Quarterly Statistical Release N°66, September 2016).

The following chart presents the AuM of Luxembourg UCIs broken down by regulatory regime at the end of the second 
quarter of 2016, and illustrates the predominance of UCITS in the Luxembourg investment fund industry.

Breakdown of Luxembourg UCIs by AuM
as of 30 June 2016

UCITs Part II UCIs SIFs

11%

5%

84%

(Source: CSSF statistics as of 30 June 2016) 

COUNTRY SECTIONS

2 Also known as multiple compartment UCIs.
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Luxembourg UCITS account for 36% of the UCITS market in Europe based on AuM and Luxembourg accounts for 26% of 
the overall European fund market, before Ireland which accounts for 13%.

Net Assets (UCITs)
June 2016

Luxembourg Other European countries

64%

36%

Net Assets (all funds)
June 2016

Luxembourg Other European countries

74%

26%

(Source: EFAMA, Quarterly Statistical Release N°66, September 2016)

COUNTRY SECTIONS



34

The table below illustrates the breakdown of Luxembourg UCIs by asset class based on assets under management as 
at 30 June 2016.

Asset class breakdown of Luxembourg UCIs
June 2016

2%
21%

15%

27%
29%

2%

1%

2%
1%

Fixed income transferable securities
Mixed transferable securities
Money Market Instruments and other short term securities
Real estate
Other assets (including cash and venture capital)

Variable yield transferable securities
Fund of funds
Private equity
Futures and/or options

(Source: CSSF statistics as of 30 June 2016) 

The success of Luxembourg as a major financial centre and its ability to attract investment funds may be attributed to 
several factors including: 

   The broad range of investment vehicles offered by Luxembourg

   The stability of Luxembourg’s

 – Political, economic and social environment

 – Legal framework 

 – Taxation regime

  The expertise and responsiveness of the Commission de Surveillance du Secteur Financier (CSSF), the Luxembourg 
supervisory authority for the financial sector

  The quality of local infrastructure and the qualifications and knowledge of the workforce

  The quality of service providers’ expertise and their ability to meet specific local distribution market requirements 

  Luxembourg’s location, language skills and cultural alignment

The professional experience of the local industry covers all types of investment funds, from traditional equity, bond 
and money market funds to private equity/venture capital structures or hedge funds and real estate funds.

Luxembourg regulated investment vehicles are authorised and supervised by the CSSF. The CSSF has gained a 
reputation for being a pragmatic and industry-oriented financial regulator, which actively contributes to the reputation 
of Luxembourg as a major investment vehicle centre.

The Luxembourg fund industry has been successfully represented and promoted by the Association of the Luxembourg 
Fund Industry (Association Luxembourgeoise des Fonds d’Investissement – ALFI) since 1988 and since 2008 by 
Luxembourg for Finance, the agency for the development of the financial centre.

COUNTRY SECTIONS
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b. Investment vehicle range

Luxembourg offers an extensive and comprehensive range of regulatory regimes designed to allow fund sponsors and 
initiators to structure UCITS- or AIFMD-compliant fund products:

  Undertakings for Collective Investment in Transferable Securities (UCITS) governed by Part I of the law of 
17 December 2010 relating to undertakings for collective investment (UCI Law)

  Undertakings for Collective Investment governed by Part II of the UCI Law (Part II UCIs)

  Specialised Investment Funds (SIFs) governed by the law of 13 February 2007 relating to specialised investment 
funds (SIF Law)

  Investment companies in risk capital (SICARs) governed by the law of 15 June 2004 relating to the investment 
company in risk capital (SICAR Law)

  Reserved Alternative Investment Funds (RAIFs) governed by the law of 23 July 2016 on reserved alternative 
investment funds (RAIF Law)

Investment vehicles may also be established outside any of the above regulatory regimes, under the Luxembourg 
common company law of 15 August 1915 on commercial companies (Company Law). These corporate investment 
vehicles are also commonly structured to be AIFMD-compliant.

UCITS

UCITS funds are the only investment vehicles that can be publicly offered to all types of investors, 
including retail investors, across the EU, thanks to their distribution passport.

However, UCITS funds are subject to restrictive asset-eligibility and risk diversification requirements. 
Therefore, the UCITS regime is mainly used to structure fund products that follow traditional investment 
strategies including equity funds, bond funds, money market funds, mixed funds and funds of funds.

It should however be noted that UCITS may also pursue some investment strategies similar to those of 
hedge funds (so-called “alternative UCITS”).

AIFs

SIFs

SIFs may invest in all asset classes without restriction. They are subject to minimum risk diversification 
requirements. They can be distributed only to well-informed investors.

Since its introduction in 2007, the SIF regime has been the most popular way to structure alternative 
investment structures including real estate funds, private equity and/or venture capital funds, hedge funds, 
debt and loan funds, and any other thematic funds targeting well-informed investors (i.e. institutional 
investors, professional investors and high net worth individuals).

Part II UCIs

Part II UCIs may invest in all asset classes without restriction. They are subject to risk diversification 
requirements. They may be distributed to all types of investors, including retail investors (subject to the 
national retail distribution regime).

Consequently, they are the sole Luxembourg investment vehicle that can be used to structure AIFs that 
target retail investors in Luxembourg.

COUNTRY SECTIONS
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AIFs (continued)

Part II UCIs (continued)

Part II UCIs may be structured as AIFMD-compliant investment vehicles and could then be distributed to 
professional investors across the EU under the AIFMD passport.

The only possibility for a Part II UCI to be distributed to retail investors outside of Luxembourg is in EU 
member states that authorise distribution on their territory under the AIFMD passport.

SICARs

SICARs are dedicated to investment in private equity/venture capital projects with a development 
component. SICARs are not subject to any risk diversification requirements and consequently do not qualify 
as UCIs.

SICARs may be structured as AIFMD-compliant investment vehicles and could then be distributed to 
professional investors across the EU under the AIFMD passport.

RAIFs

The recent implementation of the RAIF regime has already become a game changer in the context of 
Luxembourg AIFMD-compliant investment vehicles. 

The RAIF is Luxembourg‘s response to new challenges and global expectations raised by AIFMD with the 
potential to become more popular than existing SIFs and SICARs in Luxembourg. It is likely to be among the 
first trend-setting elements shaping a future standard for the European AIF universe.

The RAIF itself is not subject to approval or direct supervision by the CSSF. Given that a RAIF is required to 
be managed by an authorised AIFM, it is only indirectly supervised through the home country supervisory 
authority of the authorised AIFM. 

RAIFs can be established as RAIF-SIFs if they comply with diversification rules applicable to SIFs, or as 
RAIF-SICARs if they invest in risk capital.

A RAIF may be set up under a contractual form or a corporate form, with fixed or variable capital, as a 
stand-alone or an umbrella structure. Similar to SIFs and SICARs, securities or partnership interests of 
RAIFs are reserved to well-informed investors.

A RAIF must be managed by an authorised AIFM. A RAIF cannot be managed by an exempted AIFM. The 
AIFM may be established in Luxembourg, in another member state of the EU, or located in a third country, 
once the AIFMD passport is available to third countries (expected in 2018 at the earliest).

The RAIF Law provides flexibility with respect to the types of investments. Investments must be made, 
however, in accordance with the principle of risk spreading unless the RAIF invests exclusively in 
risk capital.

RAIFs may pursue traditional and alternative investment strategies and benefit from the tax regime 
applicable to SIFs. RAIFs that hold investments in risk capital may be able to adopt a similar tax regime to 
that applicable to SICARs.

As a RAIF is managed by an authorised AIFM, it benefits from an AIFMD passport for marketing to 
professional investors in the EU. Additional information on RAIFs (including a comparative table between 
RAIFs and SIFs) is provided in the Regulatory Update section.

Under certain conditions, non-regulated investment vehicles may be converted to the RAIF regime. 
Likewise, RAIFs may elect to convert to a SIF or a SICAR at a later stage. 

COUNTRY SECTIONS
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AIFs (continued)

Corporate investment vehicles

AIFs may also be established outside any of the above regulatory regimes as corporate investment vehicles.

Those corporate investment vehicles may be established under any of the legal forms known in 
Luxembourg. However, nowadays, they are most commonly set up as common limited partnerships (société 
en commandite simple – SCS) or special limited partnerships (société en commandite spéciale – SCSp).

They may invest in any asset class without restriction and are not subject to any diversification rules. 
However, they may only be distributed to professional investors and do not allow for the creation of 
segregated compartments. In addition, they may become indirectly regulated should they qualify as 
AIFMD-compliant.

They may be structured to be AIFMD-compliant and benefit from the AIFMD passport to be marketed to 
professional investors across the EU.

Please note that a section dedicated to the “Latest changes to the EU regulatory landscape” has been included at the 
end of the Country Sections of the present Guide. This looks in detail at recent developments with regard to UCITS and 
AIFMD, as well as the EuVECA, EuSEF and ELTIF regimes. 

COUNTRY SECTIONS
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3. REGULATORY FRAMEWORK
As already mentioned above, Luxembourg investment vehicles can be established under the 2010 Law (divided into 
Part I (UCITS) and Part II (UCI)), the SIF Law, the SICAR Law, the RAIF Law or the Company Law. The below chart 
illustrates the regulatory framework in more detail.

2010 Law SIF Law SICAR Law RAIF Law Company Law

Part I – UCITS
Qualify for the 

European UCITS 
passport and 

can be marketed 
to all types 
of investors, 

including retail 
investors

Part II – UCI
Always qualify as 
EU AIF and can 
hence benefit 

from the 
passport under 

full AIFMD 
regime for 

distribution to 
professional 
investors. 
Otherwise 

possibility to 
be marketed to 
both retail and 

institutional 
investors, subject 
to each country’s 
local distribution 
rules or based on 
the Prospectus 

Directive

SIF
May qualify as 
EU AIF and can 
hence benefit 

from the 
passport under 

full AIFMD 
regime for 

distribution to 
professional 
investors. 
Otherwise 

possibility to 
be marketed 

to professional 
investors, subject 
to each country’s 
local distribution 

rules

SICAR
May qualify as 
EU AIF and can 
hence benefit 

from the 
passport under 

full AIFMD regime 
for distribution 
to professional 

investors. 
Otherwise 

possibility to 
be marketed 

to professional 
investors, subject 
to each country’s 
local distribution 

rules

RAIF
Always qualify 
as EU AIF, and 
must appoint 
an authorised 
AIFM. It hence 

benefits from the 
passport under 
full AIFM regime 
for distribution 
to professional 

investors

Holding
May qualify as 
EU AIF and can 
hence benefit 

from the passport 
under full AIFM 

regime for 
distribution to 
professional 
investors. 
Otherwise 

possibility to 
be marketed 

subject to each 
country’s local 

distribution 
rules or based  

on the  
Prospectus 
Directive

May be set up as a common fund (FCP) or an investment 
company (SICAV or SICAF), with multiple compartments 

each having its own investment policy

Common fund

Corporate entity 
only (may have 

variable or 
fixed capital, 
with multiple 

compartments 
each having its 
own investment 

policy)

May be set up as 
a common fund 
(FCP) (except for 
RAIF-SICAR) or 
an investment 

company (SICAV 
or SICAF), 

with multiple 
compartments 
each having its 
own investment 

policy

Corporate entity 
only

Necessarily 
managed by 

an authorised 
Alternative 
Investment 

Fund Manager 
(AIFM)*

Luxembourg 
(chapter 15) 
or EU UCITS 
management 

company

Luxembourg 
(chapter 15) 
or EU UCITS 
management 

company

Self-managed 
UCITS

Investment company

Alternative Investment Fund Manager 
(AIFM)* and/or Luxembourg non-UCITS 

management company (Chapter 16)

Alternative Investment Fund Manager 
(AIFM)*, general partner (GP) if SIF/

SICAR takes the form of a partnership 
and/or Luxembourg non-UCITS 

management company (Chapter 16)

Alternative 
Investment Fund 
Manager (AIFM)* 

and/or 
Luxembourg 
non-UCITS 

management 
company 

(Chapter 16)

Self-managed

* Currently only EU AIFMs managing or marketing EU AIFs benefit from a passport which allows them to carry out managing and/or marketing 
activities throughout the EU. However, non-EU AIFMs will potentially be able to market EU AIFs to professional investors in the EU at the earliest 
from 2018, subject to approval of the European Commission of the extension of the marketing passport.
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4. LUXEMBOURG REGULATED INVESTMENT VEHICLES
a. Overview 

As of 30 June 2016, there were 1899 UCITS in Luxembourg, with assets under management estimated at more than 
EUR 2,906 billion. On the other hand, there were 1988 UCIs (UCIs Part II and SIFs), with approximatively EUR 555 billion 
of assets under management.

As of the end of the second quarter 2016, the split between the 3 main types of Luxembourg UCIs based on the 
number of existing structures shows that UCITS represent nearly half of the market (Source: CSSF statistics as of 
30 June 2016).

Breakdown of Luxembourg UCIs by legal status
June 2016

UCITs Part II UCIs SIFs

42%

9%

49%

More than half of UCITS, UCIs Part II, and SIFs are established as SICAVs (i.e. under a corporate form with variable 
capital), the others being commonly set up as Common Funds (Fonds Commun de Placement – a legal form similar 
to Mutual Funds).

Breakdown of Luxembourg UCIs by legal form (by number)
as of 30 June 2016

FCP SICAV Others

56%

43%

1%

(Source: CSSF statistics as of 30 June 2016)
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b.  Description of regulated investment vehicle structures available

The following tables offer a comparative view of the 4 traditional investment vehicle regimes available in Luxembourg:

REGULATORY FEATURES

UCITS − Part I of 
2010 Law

UCI – Part II of 
2010 Law SIF Law SICAR Law

Regulator CSSF

Authorisation 
procedure CSSF’s prior approval is mandatory 

Structures 
available

Common fund (FCP)
Investment company with variable capital (SICAV)

Investment company with fixed capital (SICAF)

Investment company 
with variable capital 

(SICAV)
Investment company 

with fixed capital 
(SICAF)

Voting rights

No voting rights attached to units in a common fund
Legal voting rights attached to shares in an investment company 

(general principle “1 share, 1 vote”). However, in accordance with the 
modernisation of the Luxembourg law of 10 August 1915 on commercial 

companies, funds may issue shares without voting rights

Legal voting rights 
attached to shares 
in an investment 
company (general 
principle “1 share, 
1 vote”). However 
funds may issue 
shares without 
voting rights

Eligible investors3

Retail
Professional
Institutional

Well-informed investors (i.e. institutional 
investors, professional investors and other 

investors subject to the conditions set forth in 
the SICAR Law/SIF Law)

Maximum number 
of shareholders No limit No limit, except in case of a private limited liability company (S.à r.l.), 

in which case the maximum number of investors is 100

Minimum number 
of shareholders No minimum

Minimum 
investment None

For other investors EUR 125,000; none if a credit 
institution, an investment firm or a management 
company certify that the investor has expertise, 

experience and knowledge in adequately 
appraising an investment in risk capital/

specialised investment fund

Segregated 
compartments 

(sub-funds)
Yes, with full legal segregation of assets and liabilities between sub-funds

Multiple share 
classes

Yes, no limitation, and possibility to design and distinguish each share class in terms of applicable 
fee structure, rights to distribution of dividends, etc.

COUNTRY SECTIONS
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REGULATORY FEATURES

UCITS − Part I of 
2010 Law

UCI – Part II of 
2010 Law SIF Law SICAR Law

Investment 
restrictions

Detailed and 
restrictive risk 

diversification limits4 

Leverage limitations

20% risk diversification 
limit (in principle)

Leverage limitations

30% risk 
diversification limit
Leverage limitations

Investments in risk 
capital only; no risk 

diversification required
Leverage limitations

Offering and 
subscription 
documents

Prospectus
Key Investor 

Information Document 
(KIID)

Constitutive documents
Subscription form/

agreement

Prospectus
Constitutive 
documents

Subscription form/
agreement

Prospectus (also 
called offering 

document)
Constitutive 
documents

Subscription form/
agreement

Prospectus (also 
called offering 

document)
Constitutive 
documents

Subscription form/
agreement

Investor reporting
Audited annual financial statements

Unaudited semi-annual financial statements
Audited annual financial statements

OPERATIONAL FEATURES

UCITS − Part I of 
2010 Law

UCI – Part II of 
2010 Law SIF Law SICAR Law

Required service 
providers5

UCITS management 
company 

(for common funds)

Management company (for common funds) 
and/or authorised AIFM (if applicable)

Authorised AIFM 
(if applicable)

Depositary (Luxembourg based)

Central administration, 
registrar and 
transfer agent 

(Luxembourg based 
if the management 

company is also 
Luxembourg based)

Depositary 
(Luxembourg based)

Central administration, registrar and transfer agent (Luxembourg based)
External valuer (if structured as AIFMD-compliant and if not 

performed by an authorised AIFM

Independent auditor (Luxembourg based)

Listing possible Yes

Net asset value 
(NAV) calculation

Minimum twice 
a month Minimum monthly Minimum once a year Minimum once a year

Corporate 
governance

In a common fund, decisions relating to day-to-day management are taken by the 
management company

In an investment company, decisions relating to day-to-day management are taken by the 
board of directors/managers or the general partner

COUNTRY SECTIONS
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5 Main service providers only listed here.
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DISTRIBUTION 

UCITS − Part I of 
2010 Law Part II of 2010 Law SIF Law SICAR Law

Distribution and 
passporting

Possibility to use the 
UCITS passport 

UCITS brand widely 
recognised in Latin 
America, Asia and 

Middle East

Possibility to use 
AIFMD passport under 

full AIFM regime, 
otherwise registration 
for public distribution 
in other countries on a 
case-by-case basis or 
using the Prospectus 
Directive passport 
where applicable

Possibility to use AIFMD passport under full 
AIFM regime, otherwise national private 

placement regime rules apply

TAXATION 

UCITS − Part I of 
2010 Law Part II of 2010 Law SIF Law SICAR Law

Taxation

Subscription tax: 
– 5bps of the NAV for retail classes 

– 1bps of the NAV for institutional classes, 
possible exemptions (e.g. money market funds, 

ETFs, etc.)
No WHT on dividends

Subscription tax (1bps, 
possible exemptions 

e.g. microfinance)
No WHT on dividends 

No subscription tax, 
but income derived 
from securities as 

well as income from 
the sale, contribution 
or liquidation thereof 

being exempted

No WHT on dividends
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c. Set-up, regulatory approval and time-to-market

UCITS, Part II UCIs, SIFs and SICARs are subject to initial approval and ongoing supervision by the CSSF. The 
registration process needs to be undertaken prior to the set-up and start of activity of the investment vehicle.

As a preliminary step, the overall structure of the investment vehicle shall be defined. To this end, initiators of 
investment vehicles usually request advice from local regulatory experts to conduct a preliminary analysis and 
prepare a term sheet summarising the main regulatory features of the vehicle, as well as its governance and 
operational structure. In parallel, service providers also have to be selected to the extent necessary.

As soon as this preliminary phase is completed, the regulatory approval process may begin. The table below lists 
the documents and information to be included in the application file to be submitted to the CSSF:

APPLICATION FILE CONTENT 

UCITS − Part I of 
2010 Law Part II of 2010 Law SIF Law SICAR Law

Documents to be 
provided for all 

types of regulated 
vehicles 

  Application questionnaire (standard document provided by the CSSF) containing a detailed 
overview of the vehicle to be set up and of its governing bodies (specific application documents 
for directors shall be provided in order to evidence their experience and good standing)

  Draft version of the prospectus/offering document

  Articles of incorporation (if corporate entity)

  Partnership agreement (if limited partnership, special limited partnership or partnership 
limited by shares)

 Management regulations (if contractual entity)

 Subscription agreement 

 Depositary agreement

 Central administration agreement

 Transfer agency agreement (can be combined with administration agreement)

  Management company agreement (if a management company is designated, this agreement 
may combine administration services as well)

 Written confirmation from auditor

 Investment management/Investment advisory agreement (optional)

Regulator 
reputational 

checks

Investment manager 
and/or advisor

Directors 
Depositary

Investment manager 
and/or advisor

Directors 
Depositary

Investment manager 
and/or advisor

Directors
Depositary

Investment manager 
and/or advisor

Directors
Depositary

Specific 
documents

Key Investor 
Information 

Documents (KIIDs)
Risk management 

process

None

Risk management 
process (only for 

SIFs that have not 
appointed an AIFM)
Conflicts of interest 

policy (only for 
SIFs that have not 

appointed an AIFM)

Risk management 
process (only for 

SICARs that have not 
appointed an AIFM)

Conflicts of interest 
policy (only for 

SICARs that have not 
appointed an AIFM)

Business plan
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The chart below provides an indicative overview of the overall set-up and application process until the first closing of 
a regulated investment vehicle in Luxembourg:

1 2 3 4 5 6 7 8 9 10 11 12 13 14 ...
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Project management

Kick off 
discussions

Fund and GP/ManCo 
documentation drafting to 
have a complete and ready 

application file for CSSF

CSSF regulatory process: from submission of the 
application file until formal approval received

Fundraising and 
marketing

Fund and 
GP/ManCo 

incorporation 
& launch

Term sheet

Preliminary
analysis

1

Determination of the 
key features of the 
investment vehicle

Filing of the 
application file 
with CSSF

CSSF formal 
approval

Incorporation/
establishment 
and launch

First closing1 2 3 4 5

2

3

4

5

Below is an indication of the time-to-market, i.e. the time it takes from the inception of the project and submission of a 
complete application file to the CSSF until the authorisation and launch of a regulated investment vehicle. Shorter or 
longer timeframes may be achieved on a case-by-case basis:

  UCITS and Part II UCI: between 4 to 6 weeks for the preparation of the application file and another 6 to 8 weeks 
from the submission of the application file until commencement of the activities

  SIF: between 4 to 6 weeks for the preparation of the application file and another 4 to 8 weeks from the submission 
of the application file until commencement of the activities

  SICAR: between 6 to 8 weeks for the preparation of the application file and another 8 to 10 weeks from the 
submission of the application file until commencement of the activities

Generally, the time-to-market for unregulated investment vehicles may be remarkably short, unless a particularly 
complex structure is selected or complex investor arrangements are required. Such short set-up time frames may 
be possible due to the fact that the CSSF is not involved in the set-up process. As an example, it is possible to set up 
a RAIF within a few weeks (including drafting of constitutive documents of the investment vehicle, the prospectus or 
issue document, service provider agreements, bank account opening, etc.). 
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d. Set-up and operational costs

Factors influencing the set-up and operational costs mainly include, without limitation, the regulatory regime of the 
investment vehicle, the complexity of its investment strategy, administrative and/or corporate governance structure, 
and its distribution strategy.

The following table provides for an overview of the basic cost items to be taken into account.

Cost item
UCITS Part II UCI SIF SICAR RAIF

Legal structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from 
a regulatory standpoint and mainly depend on the complexity of such a project 

Tax structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a tax 
standpoint and mainly depend on the complexity of such a project and on its structure
For instance, specific management fee/carried interest modelling and optimisation in the context 
of limited partnerships may have to be investigated. Tax treatment of investments (possible 
interposition of holding companies) and of investors is also a key aspect to take into account for 
such costs

Drafting of legal 
documentation

This item is closely linked to the outcome of the preliminary structuring phase – and also depends on 
the track record of the project initiators (i.e. possibility to replicate foreign structures in Luxembourg 
via an adaptation of existing documentation)
For UCITS, the preparation and ongoing maintenance of fund documents, in particular KIIDs, may 
generate costs

CSSF fees

Review of the 
initial application 
file of a UCITS:
–  EUR 3,500 for 

a standalone 
structure 

–  EUR 7,000 for 
an umbrella 
structure (this 
figure may 
rise to EUR 
10,000 for a 
self-managed 
structure 
regardless of 
sub-funds)

Annual 
maintenance 
of a UCITS:
–  EUR 3,000 for 

a standalone 
structure

–  minimum EUR 
6,000 and 
maximum EUR 
30,000 for 
an umbrella 
structure, 
depending on 
the number of 
sub-funds

Review of the 
initial application 
file of a Part II UCI:
–  EUR 3,500 for 

a standalone 
structure 

–  EUR 7,000 for 
an umbrella 
structure (this 
figure may 
rise to EUR 
10,000 for a 
self-managed 
structure 
regardless of 
the number of 
sub-funds)

Annual 
maintenance of a 
Part II UCI: 
–  EUR 3,000 for 

a standalone 
structure

–  minimum EUR 
6,000 and 
maximum EUR 
30,000 for 
an umbrella 
structure, 
depending on 
the number of 
sub-funds

Review of the 
initial application 
file of a SIF:
–  EUR 3,500 for 

a standalone 
structure 

–  EUR 7,000 for 
an umbrella 
structure (this 
figure may 
rise to EUR 
10,000 for a 
self-managed 
structure 
regardless of 
the number of 
sub-funds)

Annual 
maintenance of 
a SIF:
–  EUR 3,000 for 

a standalone 
structure

–  minimum EUR 
6,000 and 
maximum EUR 
30,000 for 
an umbrella 
structure, 
depending on 
the number of 
sub-funds

Review of the 
initial application 
file of a SICAR:
–  EUR 3,500 for 

a standalone 
structure

–  EUR 7,000 for 
an umbrella 
structure (this 
figure may rise 
to EUR 10,000 
for a SICAR AIF 
which does 
not appoint an 
external AIFM, 
regardless of 
the number of 
sub-funds)

Annual 
maintenance of a 
SICAR:
–  EUR 3,000 for 

a standalone 
structure

–  EUR 6,000 for 
an umbrella 
structure

Not applicable

Type of 
vehicle
Type of 
vehicle
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Cost item
UCITS Part II UCI SIF SICAR RAIF

Incorporation 
fees

Such fees only apply to investment vehicles taking a corporate form. Investment vehicles set up as 
common funds are not subject to incorporation fees
Incorporation fees consist of:
–  Notary fees – except for SCS/SCSp established under private deed unless subject to the RAIF regime
–  Registration costs
–  Publication costs
In the case of limited partnerships, such fees may be significant, considering that 2 separate entities 
(GP and fund) have to be set up

Service 
provider fees

Such fees generally depend on the structure and operational model of the investment vehicle, and 
can range from very limited amounts (when most of the tasks are directly dealt with internally at 
the level of the investment vehicle) to significantly high amounts (in the case of investment vehicles 
requiring substantial expertise and outsourcing by virtue of their activity)
Typical service provider costs may consist of:
–  Management company costs (in the case where one is appointed)
–  Depositary costs
–  Central administration costs
–  Auditor costs
–  Legal and tax advisor costs
–  Investment management/advisory costs
–  Independent evaluator/appraiser costs
–  Prime brokerage costs
–  Etc.

Cross-border 
distribution costs

Cross-border distribution costs in the case of UCITS distributed to a large number of jurisdictions, as 
well as AIFs distributed under the full AIFM regime consist of:
–  Initial registration costs (relating to services provided by regulatory advisers and registration fees 

to be paid to the local regulator, if any)
–  Ongoing registration costs (relating to services provided by regulatory advisers and maintenance 

fees to be paid to the local regulator if any)
–  Local agents/facilities costs
–  Investor communication costs
–  Advertising costs
–  Etc.

Other 
communication 
and marketing 
costs

Such costs (publications, leaflets, website, etc.) generally depend on the structure and operational 
model of the investment vehicle

Type of 
vehicle
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5. LATEST FUND PRODUCT TRENDS IN LUXEMBOURG
Regulatory update

Implementation of the UCITS V Directive 

The law of 10 May 2016 implementing Directive 2014/91/EU of the European Parliament and of the Council of 23 July 
2014 amending Directive 2009/65/EC on the coordination of laws, regulations and administrative provisions relating 
to undertakings for collective investment in transferable securities as regards depositary functions, remuneration 
policies and sanctions (the “UCITS V Directive”) by amending the 2010 Law was published in the Luxembourg official 
journal (the Mémorial) on 12 May 2016. The text was adopted by the Luxembourg Parliament (Chambre de Députés) 
on 21 April 2016 and entered into force on the first day of the month following its publication, i.e. on 1 June 2016. 
It has been complemented with the European Commission Delegated Regulation EU 2016/438, supplementing the 
UCITS V Directive with regard to obligations of depositaries, that was published in the Official Journal of the European 
Union on 24 March 2016, entered into force on 12 April 2016 and became applicable on 13 October 2016 (the “UCITS 
V Level 2 Measures”).

In addition, certain operational aspects of the law of 10 May 2016 and of the UCITS V Level 2 Measures have been 
clarified by CSSF Circular 16/644. On 29 July 2016, the bill of law 7024 was deposited with the Luxembourg Parliament. 
The aim of this proposal is to ensure that UCIs established under Part II of the 2010 Law that are exclusively marketed 
to professional investors and remain subject to the AIFM depositary regime, while any other of these UCIs should be 
subject to the provisions of the law of 10 May 2016 and of the CSSF Circular 16/644.

Creation of the RAIF regime

Since its entry into force on 1 August 2016, the RAIF regime allows for the creation of AIFMD-compliant investment 
vehicles, similar to SIFs or SICARs.

RAIFs benefit from the same structuring flexibility as the other UCIs (such as the possibility to create multiple 
segregated compartments or the variability of capital) and yet, unlike SIFs and SICARs, may be launched without the 
approval of the CSSF. Hence, RAIFs are not subject to the double level of authorisation and supervision applicable to all 
other Luxembourg regulated vehicles.

However, strong investor protection is ensured as RAIFs must be managed by an authorised external AIFM. RAIFs may, 
therefore, be regarded as indirectly supervised through the intermediary of their AIFM.

The key benefits brought by the RAIF regime are a high level of investor protection combined with reduced time-to-
market and lower set up costs. As such the RAIF regime is a useful complement to Luxembourg’s UCIs range.

The RAIF’s authorised AIFM may be domiciled in Luxembourg or in any other EU member state. As AIFMD-compliant 
investment vehicles, RAIFs may be marketed across the EU under the AIFMD passport.
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The below table offers an overview of the RAIF’s features compared to the features of a Luxembourg SIF.

Please note that a section dedicated to the “Latest changes to the EU regulatory landscape” has been included at the 
end of the Country Sections of the present Guide. This looks in detail at recent developments with regard to UCITS, 
AIFMD and the EuVECA, EuSEF and ELTIF regimes.

REGULATORY FEATURES
SIF vs RAIF

Regime SIF RAIF

Structures available
Common fund (FCP) (except RAIF-SICAR)

Investment company with variable capital (SICAV)
Investment company with fixed capital (SICAF)

Available corporate forms SA, SàRL, SCA, SCS, SCSp or SCooSA

CSSF approval and supervision Yes No

Promoter No

Eligible assets Unrestricted Unrestricted or limited to risk capital

Risk spreading Yes, max 30% of NAV/asset (in principle)
No for risk capital for RAIF-SICAR

For RAIF SIF, in principle: max 30% of 
assets or commitments

NAV calculation  At least once a year

Minimum size
Min capital of EUR 1.25 million 

within one year of approval 
(share premium included)

Min capital of EUR 1.25 million 
within one year of creation 
(share premium included)

Eligible investors Well-informed investors

Required service provider(s)

Luxembourg management company 
(for FCP)

Depositary bank
Central administration 
Independent auditor

External authorised AIFM
Depositary bank 

Independent auditor
Central administration

Distribution  AIFMD passport regime (limited to professional investors)

Possibility to create sub-funds Yes, with full legal segregation of assets and liabilities between sub-funds

Possibility to create multiple 
share classes

Yes, possibility to create an unlimited number of share (or unit) classes with 
different features such as reference currencies, distribution policies, fee structures

Transformation

Transformation of a RAIF into a SIF is 
subject to:

– CSSF prior approval
– Amendment of the RAIF’s 

constitutive documents 
– Amendment of the RAIF’s 

prospectus or issue document

Transformation of a non-regulated 
investment vehicle into a RAIF is 

subject to:
– Amendment of the non-

regulated investment vehicle’s 
constitutive documents 

– Drafting of a prospectus or 
issue document

– Appointment of a fully authorised 
external AIFM (if not yet appointed)

Cross sub-fund investment Yes (subject to certain conditions)

Reporting Audited annual report

COUNTRY SECTIONS
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Modernisation of the Luxembourg limited partnership regimes

In addition to transposing the AIFMD into Luxembourg law, the AIFM Law has modernised the Luxembourg common 
limited partnership regime and introduced a new type of limited partnership, the Special Limited Partnership.

Consequently, as of today, there are three types of limited partnerships in Luxembourg:

  The Partnership Limited by Shares (société en commandite par actions – SCA), a tax opaque partnership with 
legal personality

  The (modernised) Common Limited Partnership (société en commandite simple – SCS), a tax transparent 
partnership with legal personality

  The Special Limited Partnership (société en commandite spéciale – SCSp), a tax transparent partnership without 
legal personality

Over the last three years, the SCSp has become the most popular legal form for setting up AIFs in Luxembourg. 

Below is an overview of the SCSp regime.

Special Limited Partnership (SCSp)

The SCSp is a partnership form built upon the Anglo-Saxon partnership model. 

All functioning rules of an SCSp such as subscription mechanisms, default investors regime, quorum and 
majority rules, voting rights and rules relating to redemption or payment of dividends may be freely 
defined in the limited partnership agreement (LPA). 

An SCSp may be established under private deed or before a public notary, with a limited or unlimited 
duration, by one or several unlimited partners with unlimited, joint and several liability, and one or several 
limited partners who may be liable up to the amount they contribute into the vehicle.

SCSps shall be subject to Luxembourg GAAP or any other accounting framework as defined in the LPA.

Unlike other Luxembourg commercial companies, SCSps may benefit from a light accounting and filing 
regime if their net turnover (excluding dividend income and gains realised on investment portfolio and 
interest income) is below EUR 100,000. In such a case, SCSps are not legally required to file their annual 
accounts with the Luxembourg Trade and Companies Register. 

SCSps are transparent for corporate income tax and net worth tax purposes, and are not subject to 
withholding tax in Luxembourg. However, an SCSp may be subject to municipal business tax on its profits 
if it performs any activity that qualifies as a commercial activity or if at least one general partner of the 
SCSp is a capital company that holds at least 5% of that SCSp. 

COUNTRY SECTIONS
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Modernisation of the law of 10 August 1915 on commercial companies

On 23 August 2016, the long awaited law relating to the modernisation of the Luxembourg law of 10 August 1915 
on commercial companies entered into force. The reform of the Luxembourg corporate legal framework results in 
increased contractual freedom, a higher degree of legal certainty, and a larger range of instruments and solutions 
made available to all types of Luxembourg investment vehicles established under a corporate form. 

For instance, from now on, all Luxembourg companies benefit from the option to implement tracking shares, to issue 
bonds and/or to use a quicker and simplified dissolution procedure. On top of that, new means of communication are 
recognised for the purpose of shareholders’ meetings.

Public limited companies (S.A.) are now allowed to issue shares with a different nominal value, and/or non-voting 
shares. Voting rights of their defaulting shareholders may be suspended by the management. Such management is 
authorised to create legally recognised internal committees. 

Private limited liability companies (S.à r.l.) see their maximum number of shareholders raised up to 100. They now 
may freely issue beneficiary shares and redeemable shares. The required majority for approval of share transfer to 
non-existing shareholders has been reduced from 75 to 50%. Voting rights of defaulting shareholders may also be 
suspended by the board of managers of a private limited company.

Product update

As of 30 June 2016, the number of undertakings for collective investment (UCIs) and specialised investment funds 
(SIFs) increased by 5 entities and totalled 3,887 as against 3,882 in the previous month. Out of these, a total of 2,577 
entities have adopted an umbrella structure, with a total of 12,898 sub-funds. Accordingly, together with 1,310 stand-
alone structures, a total of 14,208 fund units were active in Luxembourg as of the reference date.

Although total net assets of Luxembourg-based UCIs and SIFs diminished by 1.88% over the last twelve months (EUR 
3,461 billion as of 30 June 2016 against EUR 3,528 billion as of 30 June 2015), the negative growth trend was reversed 
in the third quarter of 2016. Thus, in July 2016 the net assets of Luxembourg-based UCIs and SIFs increased by 3% over 
one month, reaching the amount of EUR 3,565 billion. In absolute numbers, the net assets as of 31 July 2016 exceeded 
the relevant amount as of 30 June 2015 by almost EUR 37 billion.

In June 2016, the equity UCI categories registered an overall negative net capital investment, while the category of 
fixed-income UCIs registered the opposite trend.

In the second quarter of 2016, Luxembourg’s UCITS net inflows amounted to EUR 21 billion, despite strong net outflows 
from equity funds. Only Ireland registered higher UCITS net inflows, to the amount of EUR 52 billion, during the same 
reference period. Net inflows of Luxembourg-based AIFs remained positive and reached EUR 9.1 billion during the 
second quarter of 2016.
(Source: EFAMA, Quarterly Statistical Release N°66, September 2016; CSSF statistics as of 30 June and 31 July 2016; ALFI statistics as of 31 July 2016).
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2. MARKET OVERVIEW
a. Investment fund industry

Ireland is one of the most attractive European markets for setting up investment vehicles. It is a major UCITS domicile 
and also an important alternative investment funds domicile.

According to the Irish Funds Industry Association (Irish Funds), as of 30 June 2016, there were 1,211 UCIs, comprising 
6,266 entities (each being a stand-alone fund or a compartment of an umbrella fund6), with net assets of over 
EUR 1.9 trillion. More than 1,450 compartments of investment funds were listed on the Irish Stock Exchange.

The split between UCITS and AIFs shows that UCITS represent 75% of the overall assets under management of Irish 
domiciled regulated investment vehicles (Source: Irish Funds, statistics as of 30 June 2016).

Breakdown of Irish UCITs by AuM
June 2016

UCITs AIFS

25%

75%

6 Also known as multiple compartment UCIs.
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The table below illustrates the breakdown of Irish regulated investment vehicles between asset classes, based on 
assets under management as of 30 June 2016 (Source: Central Bank of Ireland, Investment Funds Data as of 
30 June 2016).

Asset class breakdown of Irish UCIs
June 2016

35%

13%

33%

13%

5%

1%

Bond Equity Hedge Mixed Real Estate Other

Ireland is an important European domicile for regulated investment vehicles (as indicated below for the UCITS market 
and the overall investment funds market).

Net Assets (UCITs)
June 2016

Ireland Other European countries

82%

18%

(Source: EFAMA, Quarterly Statistical Release N°66, September 2016)
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Net Assets (all funds)
June 2016

Ireland Other European countries

86%

14%

 
(Source: EFAMA, Quarterly Statistical Release N°66, September 2016)

The success of Ireland as a major financial centre and its ability to attract investment funds may be attributed to 
several factors including: 

  The broad range of investment vehicles offered by Ireland, and the fact that it is a common law jurisdiction with 
familiar legal concepts for Anglo-Saxon investors, originators and advisers

 The stability of Ireland’s:

 – Political, economic and social environment 

 – Legal framework 

 – Taxation regime

  The expertise and responsiveness of the Central Bank of Ireland (CBI), the Irish supervisory authority for the 
financial sector 

  The quality of service providers’ expertise and their ability to meet specific local distribution market requirements 

 Ireland’s location, language and cultural alignment

Ireland offers a broad range of investment vehicles, from highly regulated retail investment vehicles (e.g. UCITS), to 
AIFMD-compliant investment vehicles (e.g. QIAIFs and RIAIFs).



55COUNTRY SECTIONS

b. Investment vehicle range

Ireland offers an attractive range of solutions for the creation of regulated as well as unregulated 
investment vehicles. 

Regulated investment vehicles may be established either as UCITS (Undertakings for Collective Investment in 
Transferable Securities), or as AIFs (Alternative Investment Funds), which are of two main types: RIAIFs (Retail Investor 
Alternative Investment Funds) and QIAIFs (Qualifying Investor Alternative Investment Funds).

Private unregulated entities in Ireland typically take the form of limited partnerships established pursuant to the 
Investment Limited Partnerships Act 1994.

Traditional and alternative investment funds

Regulated investment vehicles

Traditional funds include equity funds, bond funds, money market funds, multiple-asset class funds and 
funds of funds. These may be set up under any of the regimes available in Ireland (i.e. UCITS or AIFs) using 
any of the basic structures mentioned previously. 

Ireland is the leading jurisdiction for two of the main types of UCITS – Exchange Traded Funds (ETFs) and 
Money Market Funds.

Alternative investment funds, including hedge, real estate, private equity, thematic, multiple-asset class 
alternative funds and funds of alternative investment funds, will be set up as a RIAIF or QIAIF, depending on 
whether target investors include retail investors. Ireland is the leading hedge fund domicile in Europe. The 
total amount of Irish domiciled alternative investment funds exceeds 2,300 entities with almost EUR 470 
billion in assets (Source: EFAMA, Quarterly Statistical Release N°66, September 2016).

UCITS-compliant funds may also pursue some investment strategies similar to those of hedge funds 
(so-called “alternative UCITS”).

Limited Partnerships

Unregulated entities

A limited partnership is suitable for private placement only. It is managed by one or more general partners 
with unlimited joint and several liability. It must also have one or more limited partners, the liability of 
which is limited to their contribution provided that it does not take part in the management. Subject to 
specific exemptions, a limited partnership cannot have more than 20 limited partners.
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3. REGULATORY FRAMEWORK
UCITS

The CBI consolidated all of the requirements imposed on UCITS, UCITS management companies and depositaries 
of UCITS into the Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective 
Investment in Transferable Securities) Regulations 2015, as amended7 (the Central Bank UCITS Regulations).

These Central Bank UCITS Regulations supplement the existing regulatory UCITS framework, in particular the UCITS 
Regulations 2011, and came into effect on 1 November 2015.

In addition, the European Union (Undertakings for Collective Investment in Transferable Securities) (Amendment) 
Regulations 2016 became effective on 21 March 2016 thereby implementing UCITS V into Irish law. On 8 June 2016, 
the (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective Investment in Transferable 
Securities) Regulations 2015 was amended by the Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) 
(Undertakings for Collective Investment in Transferable Securities) (Amendment) Regulations 2016.

The European Commission Delegated Regulation (EU) 2016/438 supplementing the UCITS V Directive with regard to 
obligations of depositaries (the “UCITS V Level 2 Regulation”) applies from 13 October 2016.

Regulated AIFs 

With regard to the regulatory framework of AIFs, the CBI has clarified the regime applicable to RIAIFs and QIAIFs, as 
well as to AIFMs and their service providers in the AIF Rulebook.

Unregulated entities

The Limited Partnership structure (LP) is the commonly used Irish unregulated entity structure for private equity type 
investments. Unregulated trust structures are not available (other than for sale to pension funds/charities) and even 
those exempt unit trust structures are now being reviewed by the Central Bank in the context of possibly bringing 
them to within the regulatory regime. 

Additional laws

Depending on their legal forms, Irish UCIs may also be directly governed by the following laws:

 The Unit Trusts Act, 1990

 The Companies Act, 2014 

 The Investment Limited Partnerships Act, 1994 

  The Investment Funds, Companies and Miscellaneous Provisions Act, 2005 

  The Irish Collective Asset-management Vehicles (ICAV) Act 2015

Please note that a section dedicated to the “Latest changes to the EU regulatory landscape” has been included at the 
end of the Country Sections of the present Guide. This looks in detail at recent developments with regard to UCITS, 
AIFMD and the EuVECA, EuSEF and ELTIF regimes.

7  Please see S.I. No. 307 of 2016 – Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective Investment in 
Transferable Securities) (Amendment) Regulation 2016.
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UCITS Regulations
Companies Act 2014/Investment Limited 

Partnerships Act 1994
AIF Rulebook

UCITS 
Qualify for the UCITS 

distribution passport and 
can be marketed to both 
retail and institutional 

investors

 RIAIFS
Benefit from the 

passport under full AIFM 
regime for distribution 

to professional 
investors. Otherwise, 
there may be country 
specific requirements 
to be complied with

QIAIFS
Benefit from the 

passport under full AIFM 
regime for distribution 

to professional 
investors. Otherwise, 
there may be country 
specific requirements 
to be complied with

May qualify as AIF and can hence 
benefit from the passport under 

full AIFM regime for distribution to 
professional investors. Otherwise, 

there may be country specific 
requirements to be complied with

May be set up as a Unit Trust, a Common Contractual Fund, an Investment Company 
(with fixed or variable capital) or an ICAV with multiple compartments each having 

its own investment policy

Investment Limited Partnership

Unit Trust or Common Contractual Fund

Investment Company or ICAV

UCITS management company

UCITS management company 
OR Self-managed investment 

company or ICAV

Management company 
and external authorised 
AIFM OR Management 
company authorised 

as AIFM

Internally managed 
AIFM or external 
authorised AIFM

General Partner and 
external authorised 

AIFM OR General Partner 
authorised as AIFM

If above AIFMD 
thresholds:

Management company 
and external authorised 
AIFM OR Management 
company authorised 

as AIFM.
Otherwise,  

registered AIFM 

If above AIFMD 
thresholds:

Management company 
and external authorised 
AIFM OR Management 
company authorised 

as AIFM.
Otherwise, 

registered AIFM 

If above AIFMD 
thresholds:

General Partner and 
external authorised 

AIFM OR General 
Partner authorised as 

AIFM.
Otherwise, 

 registered AIFM

Investment Limited Partnership

Authorised AIFM if above 
AIFMD thresholds

Otherwise, registered AIFM

Corporate entity or Limited Partnership
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4. IRELAND REGULATED INVESTMENT VEHICLES
a. Overview

Ireland is a major domicile for UCITS in the European Union and a platform for cross-border distribution.

Regulated investment vehicles cover UCITS but also non-UCITS/AIFs including RIAIFs and QIAIFs. 

Non-UCITS/AIF regulated investment vehicles such as RIAIFs and QIAIFs are commonly used to structure all types of 
alternative investment funds including real estate, private equity, energy, etc.

b.  Description of regulated investment vehicle structures available

The following tables offer a comparative view of the 3 regulated investment vehicle regimes available in Ireland:

REGULATORY FEATURES

UCITS RIAIF QIAIF

Regulation level Highly Regulated  Highly regulated at the AIFM 
level for AIFMD-compliant funds

Highly regulated at the AIFM 
level for AIFMD-compliant funds

Regulator CBI

Authorisation 
procedure CBI approval of the investment vehicle is mandatory prior to its launch

Structures 
available

Unit Trust
Common Contractual Fund

Investment Company
ICAV

Unit Trust
Common Contractual Fund

Investment Limited Partnership
Investment Company 

ICAV

Voting rights

No voting rights attached to 
units in a Unit Trust except in 
particular cases linked with 
the liability of the trustee 

unless the constitutive 
documents of the Unit Trust 
provide so. No voting rights 

attached to units in a Common 
Contractual Fund unless the 

constitutive documents of the 
Common Contractual Fund 

provide so Legal voting rights 
attached to shares in an 

investment company and in 
an ICAV

No voting rights attached to units in a Unit Trust except in 
particular cases linked with the liability of the trustee or if the 

constitutive documents of the Unit Trust provide so
No voting rights attached to units in a Common Contractual 

Fund unless the constitutive documents of the Common 
Contractual Fund provide so

Limited voting rights attached to shares in an investment 
limited partnership (non-direct influence on management that 

remains with the general partner)
Legal voting rights attached to shares in an investment 

company and in an ICAV

Eligible investors8

Retail
Professional
Institutional

Qualifying investors9

Maximum number 
of shareholders No limit

8 Additional restrictions may be included in the constitutional document or prospectus
9  Qualifying investors must subscribe a minimum of EUR 100,000 into the QIAIF and either (i) qualify as a Professional Client as defined by MiFID, 

or (ii) certify in writing or receive appraisal from a credit institution that they have the knowledge and experience necessary to understand 
the investment
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REGULATORY FEATURES

UCITS RIAIF QIAIF

Minimum number 
of shareholders No minimum

Minimum 
investment None EUR 100,000

Segregated 
compartments 

(sub-funds)
Yes, with full legal segregation of assets and liabilities between sub-funds

Multiple share 
classes

Yes, no limitation, and possibility to design and distinguish each share class in terms of applicable 
fee structure, distribution or accumulation activity

Investment 
restrictions

Highly restrictive risk 
diversification limits
Leverage limitations

Detailed risk 
diversification limits
Leverage limitations

Restrictions as defined in the 
governing documents

Offering and 
subscription 
documents

Prospectus
Key Investor Information 

Document (KIID)
Constitutive documents

Subscription form/agreement

Prospectus
Constitutive documents

Subscription form/agreement

Investors 
reporting

Audited annual financial statements
Unaudited semi-annual financial statements

Annual financial statements

OPERATIONAL FEATURES

UCITS RIAIF QIAIF

Required service 
providers

UCITS management company 
(for Common Contractual 

Funds and Unit Trusts)
Custodian or trustee

Administrator, registrar 
and transfer agent

Auditor

Management company 
(for Common Contractual Funds and Unit Trusts)

General partner (for Investment Limited Partnerships)
Custodian or trustee

Administrator, registrar and transfer agent
Auditor

Listing possible Yes

Net asset value (NAV) 
calculation Minimum twice a month At least monthly

At least once a year, daily 
if the QIAIF is a money 

market fund
For open-ended QIAIF, the 

calculation frequency should 
be appropriate to the assets 

held by the QIAIF and the 
issuance and redemption 

of units
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OPERATIONAL FEATURES

UCITS RIAIF QIAIF

Corporate governance

In a Common Contractual 
Fund or in a Unit Trust, 

decisions relating to 
day-to-day management 

are taken by the 
management company

In an Investment Company, 
as well as in an ICAV, 
decisions relating to 

day-to-day management 
are taken by the board 

of directors

In a Common Contractual Fund or in a Unit Trust, 
decisions relating to day-to-day management are taken 

by the management company
In an Investment Company, as well as in an ICAV, 

decisions relating to day-to-day management are taken 
by the board of directors

In an Investment Limited Partnership, decisions relating 
to day-to-day management are taken by the 

general partner

DISTRIBUTION 

UCITS RIAIF QIAIF

Distribution and 
passporting

Possibility to use the 
UCITS passport

UCITS brand widely 
recognised in Latin America, 

Asia and the Middle East

Possibility to use the AIFMD passport 

TAXATION 

UCITS RIAIF QIAIF

Taxation
Tax exempt on income and capital gains

No WHT on dividends
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10  “Directors” means, in the case of investment companies and ICAVs, the members of the board of directors, in the case of limited partnerships, 
the general partner, and in the case of Common Contractual Funds, the members of the board of directors or the managers of the 
management company.

c. Set-up, regulatory approval and time-to-market

All regulated investment vehicles are subject to initial approval and ongoing supervision by the CBI. Additionally, a 
variety of service providers must be approved in advance of fund approval, such as the investment manager in the 
case of a UCITS. The registration process, which will vary depending on the selected fund type, needs to be undertaken 
prior to the set-up and start of activity of the investment vehicle.

As a preliminary step, the overall structure of the investment vehicle shall be defined. To this end, initiators of 
investment vehicles usually request advice from local regulatory experts to conduct a preliminary analysis and 
prepare a term sheet summarising the main regulatory features of the vehicle, as well as its governance and 
operational structure. In parallel, service providers also have to be selected to the extent necessary. 

As soon as this preliminary phase is completed, the regulatory approval process may begin. The table below lists the 
documents and information to be included in the application file to be submitted to the CBI:

APPLICATION FILE CONTENT 

UCITS RIAIF QIAIF

Documents to be 
provided for all types 
of regulated vehicles

  Letter of application (standard document provided by the CBI) containing a detailed 
overview of the vehicle to be set up and of its governing bodies

 Draft version of the prospectus/offering document
 Memorandum and articles of incorporation (if corporate entity)
 Instrument of incorporation (if ICAV)
 Trust deed (if Unit Trust)
 Deed of constitution (if Common Contractual Fund)
 Partnership agreement (for Investment Limited Partnership)
 Custodian agreement (not for Unit Trusts)
 Administration agreement
 Transfer agency agreement (can be combined with administration agreement)
  Management agreement (if a management company is designated, this agreement 

may combine administration services as well)
 Written confirmation from auditor
 Investment management/investment advisory agreement (optional)

Regulator reputational 
checks

Promoter
Investment manager 

and/or advisor (only if 
different than promoter)

Directors of the UCITS or of 
the management company 

Custodian or trustee

Investment manager and/or investment advisor
Directors10 

Custodian or trustee

Specific documents Key Investor Information 
Documents (KIIDs) None
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The chart below provides an indicative overview of the overall set up and application process until the first closing of 
a regulated investment vehicle in Ireland:
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Below is an indication of the time-to-market, i.e. the time it takes from the inception of the project and submission of 
a complete application file to the CBI until the authorisation and launch of a regulated investment vehicle. Based on 
practice, shorter or longer timeframes may be achieved on a case-by-case basis:

  UCITS: between 4 to 6 weeks for the preparation of the application file and another 6 to 8 weeks (usually 25 days) 
from the submission of the application file until commencement of the activities

  RIAIF: between 4 to 6 weeks for the preparation of the application file and another 6 to 8 weeks from the 
submission of the application file until commencement of the activities

  QIAIFs: between 4 to 6 weeks for the preparation of the application file and another 24 hours (fast-track procedure) 
from the submission of the application file until commencement of the activities (provided that the application file 
is complete, that it is submitted before 3pm on the filing date and that the relevant service providers have been 
pre-approved)

Time-to-market for unregulated investment vehicles is significantly lower and usually depends on the complexity 
of the structure to be set up. Limited partnerships with specific features or complex investor arrangements may 
materially increase the time-to-market.
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d. Set-up and operational costs

The level of set-up and operational costs mainly depends on the nature of the investment vehicle, and on additional 
factors such as outsourcing options and distribution strategy. 

The following table provides for an overview of the basic cost items to be taken into account.

Cost item
UCITS RIAIF QIAIF

Legal structuring costs Such costs relate to the preliminary analysis of an investment vehicle set-up project from 
a regulatory standpoint and mainly depend on the complexity of such a project

Tax structuring costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project 
from a tax standpoint and mainly depend on the complexity of such a project and on 
its structure
For instance, specific management fee/carried interest modelling and optimisation in the 
context of limited partnerships may have to be investigated. Tax treatment of investments 
(possible interposition of holding companies) and of investors is also a key aspect to take 
into account for such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase – and 
also depends on the track record of the project initiators (i.e. possibility to replicate 
foreign structures in Ireland via an adaptation of existing documentation)
For UCITS, the preparation and ongoing maintenance of fund documents, in particular 
KIIDs, may generate costs

CBI fees

All funds authorised by the CBI shall be liable to pay a minimum levy of EUR 1,525 per 
annum. Umbrella funds will also pay an additional fee of EUR 235 per sub-fund up to ten 
sub-funds and a further levy of EUR 145 on sub-funds numbers when their number exceeds 
ten, to a maximum of twenty sub-funds, resulting in a maximum contribution for umbrella 
funds of EUR 5,325

Incorporation fees

Such fees only apply to investment vehicles taking a corporate form. Investment vehicles 
set up as common contractual funds are not subject to incorporation fees
Incorporation fees consist of:
– Notary fees
– Registration costs
– Publication costs
In case of investment limited partnerships, such fees reach a significant amount 
considering two separate entities (GP and fund) have to be set up

Service providers fees

Such fees generally depend on the structure and operational model of the investment 
vehicle, and can range from very limited amounts (when most of the tasks are directly 
dealt with internally at the level of the investment vehicle) to significantly high amounts 
(in the case of investment vehicles requiring substantial expertise and outsourcing by 
virtue of their activity)
Typical service providers costs consist of:
– Management company costs (in case one is appointed)
– Custodian/depositary/trustee costs
– Central administration costs
– Auditor costs
– Legal and tax advisor costs
– Investment management/advisory costs
– Independent evaluator/appraiser costs
– Prime brokerage costs
– Etc.

Type of 
vehicle

Type of 
vehicle
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Cost item
UCITS RIAIF QIAIF

Cross-border 
distribution costs

Cross-border distribution 
costs in the case of UCITS 
distributed to a large 
number of jurisdictions 
consist of:
–  Initial registration 

costs (relating to 
services provided by 
regulatory advisers and 
registration fees to be 
paid to local regulator, 
if any)

–  Ongoing registration 
costs (relating to 
services provided by 
regulatory advisers and 
maintenance fees to be 
paid to local regulator, 
if any)

–  Local agents/facilities 
costs

–  Investor communication 
costs

–  Advertising costs
–  Etc.

RIAIFs must appoint a fully 
authorised AIFM, and may 
benefit from the AIFMD 
passport for cross-border 
distribution but only for 
professional investors. 
The costs to distribute 
RIAIFs cross-border will 
consist of:
–  Initial registration 

costs (relating to 
services provided by 
regulatory advisers and 
registration fees to be 
paid to local regulator, 
if any)

–  Ongoing registration 
costs (relating to 
services provided by 
regulatory advisers and 
maintenance fees to be 
paid to local regulator, 
if any)

–  Local agents/facilities 
costs

–  Investor communication 
costs

–  Advertising costs
–  Etc.

QIAIFs have the possibility 
to benefit from the AIFMD 
passport for cross-border 
distribution purposes. 
The costs of cross-border 
distribution to a large 
number of jurisdictions 
consists of:
–  Initial registration 

costs (relating to 
services provided by 
regulatory advisers and 
registration fees to be 
paid to local regulator, 
if any)

–  Ongoing registration 
costs (relating to 
services provided by 
regulatory advisers and 
maintenance fees to be 
paid to local regulator, 
if any)

–  Local agents/facilities 
costs

–  Investor communication 
costs

–  Advertising costs
–  Etc.

Other communication and 
marketing costs

Such costs (publications, leaflets, website, etc.) generally depend on the structure and 
operational model of the investment vehicle.

5. LATEST FUND PRODUCT TRENDS IN IRELAND
Regulatory update

UCITS

On 21 March 2016 the European Union (Undertakings for Collective Investment in Transferable Securities) 
(Amendment) Regulations 2016 (the “2016 UCITS Regulations”) entered into force. The 2016 Regulations transpose 
Directive 2014/91/EU of the European Parliament and of the Council of 23 July 2014 amending Directive 2009/65/EC on 
the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment 
in transferable securities as regards depositary functions, remuneration policies and sanctions (the “UCITS V Directive”) 
into Irish law. The main areas of reform provided by the UCITS Directive relate to the role of the depositary; manager 
remuneration and regulatory sanctions.

In parallel, the European Commission Delegated Regulation EU 2016/438 supplementing the UCITS V Directive with 
regard to obligations of depositaries was published in the Official Journal of the European Union on 24 March 2016, 
entered into for on 12 April 2016 and is applicable from 13 October 2016.

COUNTRY SECTIONS
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Non-UCITS (Alternative Investment Funds) 

Alternative Investment Fund Managers Directive implementation

It should be noted that the implementation of the Alternative Investment Fund Managers Directive led to a reform of 
the non-UCITS regime. The Professional Investor Fund (PIF) regime was discontinued and the RIAIF introduced. Existing 
PIFs were not required to convert to QIAIFs or RIAIFs, but no new PIF structures, sub-funds or share classes have been 
authorised since 22 July 2013.

Irish Collective Asset-management Vehicle

On 12 March 2015 the Irish Collective Asset-management Vehicle (ICAV) Act 2015 came into force and introduced 
a new Irish corporate investment fund vehicle. The ICAV was specifically designed for the needs of the global fund 
industry and sits alongside the other available investment fund structures, including the investment company, the 
most popular choice of legal structure for Irish domiciled funds.

The Irish investment fund industry has always aimed to be innovative with regard to the availability of fund structures, 
and the ICAV is no exception. The novelty of the ICAV lies in its tailor-made nature. Both UCITS and AIFs may opt for a 
structure similar to the investment company, without having to comply with the certain corporate law requirements 
which are irrelevant in the investment funds context. As a result, administrative obligations and costs are significantly 
reduced. Additionally, the primary attraction of the ICAV structure lies in the possibility for an ICAV to qualify as a 
partnership for US tax purposes (“check the box”).

Proposed changes to Irish funds that hold real Irish property

Ireland’s Finance Bill 2016 proposed the introduction of a new fund category called an Irish Real Estate Fund (IREF) 
and a new 20% withholding tax imposed on distributions, either as a dividend from or a gain on a redemption of the 
investment, which relate to IREF profits. Under the proposed legislation, a fund (new or existing) will become an IREF 
where 25% or more of the market value of the assets is derived, directly or indirectly, from Irish property or one of the 
main purposes of the fund is to acquire Irish property.

Please note that a section dedicated to the “Latest changes to the EU regulatory landscape” has been included at the 
end of the Country Sections of the present Guide. This looks in detail at recent developments with regard to UCITS, 
AIFMD and the EuVECA, EuSEF and ELTIF regimes.

Product update

The net asset value of investment funds domiciled in Ireland increased by 4.3% over the second quarter of 2016, 
reaching EUR 1,457 billion. The total inflows amounted to EUR 22 billion, continuing the general trend of the past 
quarters. A strong second quarter for global equity markets saw positive revaluations of EUR 11 billion in equity 
holdings despite global equity and currency market fluctuations following the Brexit vote in the United Kingdom.

Net sales of Irish-based UCITS registered net inflows of EUR 52 billion thanks to strong net inflows into money market 
funds and bond funds during the second quarter of 2016. The net inflows of Irish-based AIFs amounted to EUR 5.1 
billion during the same reference period.
(Source: EFAMA, Quarterly Statistical Release N°66, September 2016)
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2. MARKET OVERVIEW
a. Investment fund industry

Guernsey is a growing financial market that offers appropriate infrastructure for the set-up of investment vehicles, 
including amongst others, an opportunity to list Guernsey-based investment vehicles on the Channel Islands Securities 
Exchange. The Guernsey Financial Services Commission (the GFSC) authorises and supervises investment funds 
in Guernsey.

As of 30 June 2016, the total AuM of Guernsey-based investment vehicles amounted to GBP 247.1 billion, demonstrating 
an increase of GBP 27.1 billion (12.3%) since 30 June 2015 (Source: GFSC Second Quarter Statistics 2016).

The market share of both Guernsey and Jersey (the Channel Islands) in the alternative investment funds industry is 
rather small compared to other jurisdictions. Both countries, however, remain very attractive for UK fund promoters, 
due to their cultural fit and regulatory framework.

Proportion of Guernsey AIFs compared
to other major AIF jurisdictions

Guernsey Other major AIF jurisdictions

97%

3%

Source: 2014 Oliver Wyman estimates, “Domiciles of Alternative Investment Funds”, GFSC Quarterly Statistical Review as of 31 December 2013

In terms of asset class focus, and as per data published by the GFSC as of 30 June 2016, authorised investment 
vehicles of the open-ended type invested mainly in equity instruments (28% of the total number of authorised 
open-ended investment vehicles), as well as in funds of hedge funds (14% of the total number of authorised 
open-ended investment vehicles) and debt instruments (12% of the total number of authorised open-ended investment 
vehicles). As of the same reference date, authorised closed-ended investment vehicles focused primarily on private 
equity (45% of the total number of authorised closed-ended investment vehicles) and on real estate (15% of the total 
number of authorised closed-ended investment vehicles) (Source: GFSC Second Quarter Statistics 2016).

Guernsey relies upon its skilled and experienced banking and professional infrastructure to remain attractive. 
It is widely used as a fund domicile by US and UK fund promoters. In addition, the Channel Islands benefit from a 
specific regime with regard to the UK, which allows investment vehicles domiciled in Guernsey and Jersey to be easily 
distributed to UK investors.

b. Investment vehicle range

Guernsey offers a broad range of regulated investment vehicles including equity funds, bond funds, money market 
funds, commodities and futures funds, hedge funds, property funds, feeder funds, umbrella funds, private equity and 
venture capital funds and emerging market funds. In addition, unregulated investment vehicles based in Guernsey are 
widely used as special purpose vehicles in the context of securitisation, real estate and other types of structures. 
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3. REGULATORY FRAMEWORK
The Protection of Investors (Bailiwick of Guernsey) Law 1987, as amended (the “POI Law”) provides for a flexible 
regulatory framework for the purpose of setting up investment vehicles, while at the same time guaranteeing investor 
protection. The local government is industry-oriented and contributes actively to the good reputation of Guernsey as a 
financial centre.

Guernsey is an OECD member state and was included on the G20 White List of offshore jurisdictions in 2009. It also 
benefits from the designated territory status it obtained pursuant to the UK Financial Services and Markets Act 2000.

4. GUERNSEY REGULATED INVESTMENT VEHICLES
a. Overview

The set-up and operation of regulated investment vehicles in Guernsey is governed by the POI Law and the rules made 
thereunder, which apply not only to investment vehicles, but also to their service providers.

The first distinction to be made from a Guernsey regulatory standpoint is between closed-ended and open-ended 
vehicles, and the need to be either authorised or registered before issuing units or shares.

Authorised funds are regulated funds, subject to ongoing supervision by the GFSC, while registered funds are not 
authorised and are subject to a lighter regulatory regime. Both open-ended and closed-ended vehicles may be either 
authorised or registered.

Open-ended investment vehicles may be set up in Guernsey as authorised collective investment schemes, which fall 
under one of the following classes:

 Class A Schemes (CAS), which are retail funds subject to prescriptive rules equating them to UCITS in the EU

  Class B Schemes (CBS), which are subject to less prescriptive rules than the CAS and can either be structured as 
retail products to be marketed to the public or established as private or institutional funds

  Class Q Schemes (CQS), which are subject to less prescriptive rules than CAS and CBS and are exclusively aimed at 
qualified professional investors

Registered collective investment schemes may benefit from a fast track application procedure whereby the GFSC 
relies on the administrator’s due diligence and warranties on the investment scheme’s promoter. Similarly, but under 
different rules, closed-ended investment vehicles may be set up as authorised or registered investment schemes.

Authorised open-ended and closed-ended investment schemes, which will be offered exclusively to qualified investors, 
may qualify as Qualifying Investor Funds (QIFs). QIFs are subject to the QIF Guidelines and may benefit from a fast 
track application procedure, whereby authorisation by the GFSC will be granted within three days.

Furthermore, investment vehicles may be set up as protected cell companies or incorporated cell companies. These 
cell companies may issue shares in different cells to shareholders who may be distinct from shareholders in the 
other cells and in the core of the protected cell company/the incorporated cell company. Most importantly, such cell 
companies allow for each class of shares to be ring-fenced from the insolvency of the other cells and the core of the 
protected cell company/umbrella incorporated cell company. Unlike the incorporated cell company that is one legal 
entity, each cell of the protected cell company is incorporated as a separate company in its own right, hence providing 
an additional layer to the asset segregation.

COUNTRY SECTIONS
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b. Description of regulated investment vehicle structures available

The following tables offer a comparative view of the 4 regulated investment vehicle regimes available in Guernsey:

REGULATORY FEATURES

CAS CBS CQS QIF

Regulation level Highly regulated Highly regulated at the AIFM level for AIFMD-compliant funds

Regulator GFSC

Authorisation 
procedure

GFSC approval (either in the form of authorisation or registration) of the investment vehicle is 
mandatory but incorporation can be carried out during the regulatory approval process (fast track 

application procedure available for registered investment vehicles and QIF)11

Structures 
available

Investment company (incl. Protected cell company and Incorporated cell company)
Unit Trust

Limited Partnership
Limited Liability Partnership

Voting rights

No general voting rights attached to units in a unit trust except in particular cases linked with 
the liability of the trustee

Limited voting rights attached to shares in Limited Partnership (non-direct influence on 
management that remains with the general partner)

Voting rights governed by the member’s agreement for a Limited Liability Partnership
Legal voting rights attached to shares in an investment company, protected cell company and 

incorporated cell company

Eligible investors12

Retail
Professional
Institutional

Retail
Institutional and 

sophisticated 
investors (HNW)

Qualified professional 
investors13 Qualified investors14

Maximum number 
of shareholders No limit

Minimum number 
of shareholders

No minimum (unit trusts, investment companies, protected cell companies and incorporated 
cell companies)

At least one general partner and one limited partner for a Limited Partnership15

At least two members for a Limited Liability Partnership

Minimum 
investment None

USD 100,000 
for professional 

(individual) investors

11  Please note that for a protected cell company and an incorporated cell company, a separate approval needs to be issued in order for the vehicle to 
be registered with the Guernsey Registry. A specific request must be made by the applicant.

12  Additional restrictions may be included in the constitutional document or prospectus.
13  i.e. (a) a government, local authority or public authority, (b) a trustee of a trust which, at the time of investment, has net assets in excess of GBP 

2,000,000, (c) a body corporate or limited partnership, if it or any holding company or subsidiary of it has, at the time of investment, net assets in 
excess of GBP 2,000,000, or (d) an individual who has, together with any spouse, at the time of investment, a minimum net worth (which excludes 
that individual’s main residence and household goods) of GBP 500,000.

14  i.e. professional investors (definition includes, amongst others, individuals investing at least USD 100,000), experienced investors and/or 
knowledgeable employees.

15 Please note that a person may be both a general partner and a limited partner in the same Limited Partnership.

COUNTRY SECTIONS
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REGULATORY FEATURES

CAS CBS CQS QIF

Segregated 
compartments 

(sub-funds)
Yes, with full legal segregation of assets and liabilities between sub-funds

Multiple share 
classes

Yes, no limitation, and possibility to design and distinguish each share class in terms of applicable 
fee structure, rights to distribution of dividends, etc. 

In addition, cell shares in protected cell companies and in incorporated cell companies are 
ring-fenced with regard to other cell shares (such as sub-funds)

Investment 
restrictions

Detailed risk 
diversification limits 

(similar to UCITS)

General risk 
diversification limits 
but no limitation on 

asset class

None

None if closed-ended
Compliance with CAS, 
CBS or CQS rules (as 
the case may be) if 

open-ended

Offering and 
subscription 
documents

Prospectus (also called offering document) – usually referred to as “scheme particulars”
Constitutive documents

Subscription form/agreement

Investor reporting

Audited annual 
financial statements 

and unaudited 
semi-annual financial 

statements

Audited annual financial statements

OPERATIONAL FEATURES

CAS CBS CQS QIF

Required service 
providers16

Management company (unit trust) or General Partner (limited partnership)
Trustee (unit trust)

Depositary (not for closed-ended investment vehicles)
Designated administrator, registrar and transfer agent

Auditor

Listing possible Yes

Net asset value 
(NAV) calculation 

Minimum twice 
a month NAV required, at least for annual reporting purposes

Corporate 
governance

In a Unit Trust, decisions relating to day-to-day management are taken 
by the management company

In a Protected cell company decisions relating to day-to-day management are taken 
by the board of directors

Each cell of an Incorporated cell company has its own board of directors. However, the board 
of the Incorporated cell company and that of each of its cells must be identical

In a Limited Partnership, decisions relating to day-to-day management are taken by the 
general partner

In a limited liability partnership every member may take part in the conduct and management 
of the limited liability partnership (every member is an agent) – specific management provisions 

may be foreseen in the member’s agreement

16 Main service providers only listed here.
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DISTRIBITION

CAS CBS CQS QIF

Distribution and 
passporting

Eligible for public 
distribution to the 

public in the United 
Kingdom and certain 

other jurisdictions 
(not a UCITS passport 
though) i.e. Australia, 
Belgium, Hong Kong, 

the Netherlands 
Ireland, Japan, South 
Africa, Sweden and 

Switzerland

Used for private placement mainly, distribution to the public is rather 
limited (on a case by case basis in the United Kingdom, Australia, Belgium, 
Hong Kong, the Netherlands Japan, South Africa, Sweden and Switzerland 
for CBS) – but this should change in the context of passport extension to 

third countries under the AIFMD (see also ESMA’s recommendation)

TAXATION

CAS CBS CQS QIF

Taxation

No corporate tax
No WHT on dividends

Possibility to apply for a tax exemption on all income (entailing a flat rate annual charge of 
GBP 1,200), save for any income arising in Guernsey (other than Guernsey bank interest)

COUNTRY SECTIONS
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c. Set-up, regulatory approval and time-to-market

The set-up and regulatory approval process of regulated investment vehicles is significantly different should the 
investment vehicle be authorised or registered. Time-to-market is not entirely linked with the GFSC’s approval 
timeframe since the incorporation of the investment vehicle can take place in parallel with the review of the 
application file by the GFSC.

As a preliminary step, the overall structure of the investment vehicle shall be defined. To this end, initiators of 
investment vehicles usually request advice from local regulatory experts, who conduct a preliminary analysis 
and prepare a term sheet summarising the main regulatory features of the vehicle as well as its governance and 
operational structure. In parallel, service providers also have to be selected to the extent necessary. 

As soon as this preliminary phase is completed, the regulatory approval process may begin. The table below lists the 
documents and information to be included in the application file to be submitted to the GFSC to obtain authorisation:

APPLICATION FILE CONTENT

CAS CBS CQS QIF

Documents to 
be provided 

for all types of 
regulated vehicles

  Application questionnaire to obtain outline authorisation (standard 
document provided by the GFSC named Form GFA) containing a 
detailed overview of the vehicle to be set up and of its governing 
bodies (specific application documents for directors shall be 
provided in order to evidence their experience and good standing)

  Application questionnaire to obtain interim authorisation 
(standard documents provided by the GFSC named APA, APB 
and APQ respectively for CAS, CBS and CQS)

  Information on the promoter and on its group structure, 
if applicable

  Draft version of the prospectus/offering document
  Memorandum and articles of association (if corporate entity)
 Trust deed (if unit trust)
 Limited partnership agreement (if limited partnership)
 Member’s agreement (if limited liability partnership)
 Management agreement
 Custodian agreement
 Administration agreement
  Transfer agency agreement (can be combined with 

administration agreement)
 Investment advisory agreement (optional)

  Prospectus/
private placement 
memorandum

  Form QIF

  The constitutional 
and third party 
material contracts

  A cheque in 
payment of the 
GFSC’s fee 

  Where 
relevant, any 
administration 
self-certification 
documents

Regulator 
reputational 

checks

General fitness and proper check made by the 
GFSC on promoter, governing body and service 
providers in case of authorised funds while, for 
registered funds, such self-assessment is done 

by the fund administrator

General fitness and proper check made by fund 
administrator on promoter, governing body and 

service providers 

Specific 
documents

Specific dedicated forms (APA, APB or APQ 
respectively for CAS, CBS and APQ)

Lawyer’s certificate confirming that the fund 
complies with current laws and regulations

To be agreed upon with the GFSC on a 
case-by-case basis

Representation to be made by the relevant 
investors in the fund’s application form that the 

requirements in relation to the definition of a 
“qualified investor” have been satisfied.
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A threefold application procedure to the GFSC applies for authorised funds and is composed of an outline 
authorisation, an interim authorisation and a formal authorisation. The outline authorisation process focuses on the 
promoter and main features of the investment vehicle, and once the promoter is approved the interim authorisation 
process focuses on the investment vehicle itself. The approval process ultimately ends with the formal authorisation 
process, i.e. the documentation in its final version must be filed with the GFSC and the regulator’s approval is granted 
within 2 working days after such filing. The overall time-to-market for authorised funds is around 6 weeks.

It should be noted that for protected cell companies and incorporated companies a separate approval must be issued 
following the outline authorisation, in order to allow for the investment vehicle to be registered with the Guernsey 
Registry. Applicants must specifically request such an approval from the GFSC.

In respect of registered funds, examination of an application is much quicker considering that the fund administrator is 
responsible for the fit and proper check of the promoter and the compliance of fund documents with applicable laws 
and regulations. On receipt of all of the required documentation, the GFSC will register the investment vehicle within 
3 days. The overall time-to-market for registered funds is around 2 to 3 weeks.

Finally, QIFs benefit from a fast track procedure (similar to the approval process for registered schemes) enabling the 
GFSC to grant approval after 3 working days following submission of an application file. 

The chart below provides an indicative overview of the overall set-up and application process until the first closing of 
a regulated investment vehicle in Guernsey:
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d. Set-up and operational costs

The level of set-up and operational costs mainly depends on the regulated or unregulated nature of the investment 
vehicle, and on additional factors such as outsourcing options and distribution strategy.

The following table provides for an overview of the basic cost items to be taken into account:

Cost item
CAS CBS CQS QIF

Legal structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a 
regulatory standpoint and mainly depend on the complexity of such a project 

Tax structuring costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a tax 
standpoint and mainly depend on the complexity of such a project and on its structure.
For instance, specific management fee/carried interest modelling and optimisation in the context 
of limited partnerships may have to be investigated. Tax treatment of investments (possible 
interposition of holding companies) and of investors is also a key aspect to take into account for 
such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase – and also 
depends on the track record of the project initiators (i.e. possibility to replicate foreign structures 
in Guernsey via an adaptation of existing documentation)

GFSC fees
The GFSC charges a one-off application fee amounting to GBP 3,268 regardless of the type of 
investment vehicle. For every new class of umbrella/multi class scheme a fee of GBP 687 will 
be applied

Incorporation/
establishment fees

Such fees only apply to investment vehicles taking a corporate form. A standard GBP 100 fee is 
due for the incorporation of an Investment company and of a Limited Liability Partnership, and 
registration fees of GBP 350 apply in respect of the registration of a Limited Partnership

Service 
providers fees

Such fees generally depend on the structure and operational model of the investment vehicle, 
and can range from very limited amounts (when most of the tasks are directly dealt with 
internally at the level of the investment vehicle) to significantly high amounts (in the case of 
investment vehicles requiring substantial expertise and outsourcing by virtue of their activity).
Typical service provider costs consist of:
– Management company costs (in case one is appointed)
– Depositary/custodian/trustee costs
– Central administration costs
– Auditor costs
– Legal and tax advisors costs
– Investment management/advisory costs
– Independent evaluator/appraiser costs
– Prime brokerage costs
– Etc.

Other communication 
and marketing costs 

Such costs (publications, leaflets, website, etc.) generally depend on the structure and 
operational model of the investment vehicle

Type of 
vehicle
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5. LATEST FUND PRODUCT TRENDS IN GUERNSEY
The Guernsey fund industry relies upon well-established practices. Nevertheless, the recent implementation of the 
Alternative Investment Fund Managers Directive (AIFMD) in the European Union has triggered relevant regulatory 
amendments. Guernsey has adopted AIFMD by introducing a dual regulatory regime which allows Guernsey-established 
investment managers to continue distributing Guernsey funds both to EU and non-EU countries. Hence, Guernsey offers 
two different regimes:

(i) One for investors and investment fund managers that do not require AIFMD compliance

(ii) A fully compliant AIFMD opt-in regime

At the European level, the AIFMD passport has not yet been extended to third countries. Consequently, Guernsey is 
currently availing of the national private placement regimes when distributing Guernsey funds to the EU.

However, on 19 July 2016 the European Securities and Markets Authority (ESMA) published its advice on the 
application of the AIFMD passport to third-country alternative investment fund managers and alternative investment 
funds. Guernsey was one of the five jurisdictions (out of 12 jurisdictions that were assessed by ESMA) to receive 
a positive assessment. ESMA confirmed that “there are no significant obstacles regarding investor protection, 
competition, market disruption and the monitoring of systemic risk impeding the application of the AIFMD passport 
to Guernsey”.

ESMA’s recommendation will now have to be considered for approval by the European Commission, Parliament and 
Council before the relevant provision in the AIFMD to extend the passport through a Delegated Act may be activated.
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D. JERSEY
1. DECISION TREE
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 Unclassified 
fund/Listed 
fund
•  Company
• Unit trust
•  Limited 

Partnership

No

No

No

No

No

Unclassified 
fund/Listed 
fund
•  Company
• Unit trust
•  Limited 

Partnership

Unregulated 
Eligible 
Investment 
Fund
•  Company
• Unit trust
•  Limited 

Partnership

Recognised 
fund (only 
company or 
unit trust)/
Unclassified 
fund/Listed 
fund
•  Company
• Unit trust
•  Limited 

Partnership

Expert fund/
Private fund 
•  Company
• Unit trust
•  Limited 

Partnership

Unregulated 
Eligible 
Investment 
Fund
•  Company
• Unit trust
•  Limited 

Partnership Unclassified 
fund/Listed 
fund
•  Company
• Unit trust
•  Limited 

Partnership

Expert fund/
Private fund 
•  Company
• Unit trust
•  Limited 

Partnership

Will risk 
diversification 
be ensured?

Will risk 
diversification 
be ensured?

Will risk 
diversification 
be ensured?

Alternative 
assets (PE, RE, 

tangible assets)

Will risk 
diversification 
be ensured?

Similar 
to UCITS 

restrictions

Not similar 
to UCITS-
compliant 
restrictions
Unclassified 
fund/Listed 
fund
•  Company
• Unit trust
•  Limited 

Partnership

Need of 
cross-border 
distribution?

Alternative 
assets (i.e. 

private equity, 
real estate 

tangible assets) 

Will it invest 
in traditional 

assets (financial 
liquid assets)?

Does the investment 
vehicle targeted 
retail investors?

Will it invest 
in traditional 

assets (financial 
liquid assets)?

NoYes
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2. MARKET OVERVIEW
a. Investment fund industry

Jersey is a growing financial market that offers appropriate infrastructure for the set-up of investment vehicles, 
including amongst others, an opportunity to list Jersey-based investment vehicles on the Channel Islands Securities 
Exchange. The Jersey Financial Services Commission (the JFSC) authorises and supervises investment funds in Jersey. 

As of 31 March 2016, the total AuM of Jersey-based investment vehicles amounted to GBP 228.4 billion (Source: JFSC 
Collective Investment Fund Statistics 2016).

The market share of both Guernsey and Jersey (Channel Islands) in the alternative investment funds industry is rather 
small compared to other jurisdictions. Both countries, however, remain very attractive for UK fund promoters, due to 
their cultural fit and regulatory framework.

Proportion of Jersey AIFs compared
to other major AIF jurisdictions

Jersey Other major AIF jurisdictions

96%

4%

Source: 2014 Oliver Wyman estimates, “Domiciles of Alternative Investment Funds”, JFSC Collective Investment Fund Statistics as of 31 December 2013

Jersey relies upon its skilled and experienced banking and professional infrastructure to remain attractive. This 
jurisdiction is widely used as a fund domicile by US and UK fund promoters. In addition, the Channel Islands benefit 
from a specific regime with regard to the UK, which allows investment vehicles domiciled in Guernsey and Jersey to 
be easily distributed to UK investors.

b. Investment vehicle range

Jersey offers a flexible environment for alternative investment fund promoters wishing to attract institutional and high 
net worth investors and set up real estate funds, equity funds, bond funds, commodities and futures funds, money 
market funds and hedge funds. Investment vehicles can be regulated or unregulated, and may be used as feeder or 
master funds, with a standalone or an umbrella structure. 

Unregulated investment vehicles based in Jersey are widely used as special purpose vehicles in the context of 
alternative investments, venture capital, mezzanine financing and other types of structures.
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3. REGULATORY FRAMEWORK
The Control of Borrowing (Jersey) Order 1958, as amended (the COBO) and the Collective Investment Funds (Jersey) 
Law 1988, as amended (the CIF Law) provide for a flexible regulatory environment for fund promoters while 
guaranteeing investor protection. The local government is industry-oriented and contributes actively to the good 
reputation of Jersey as a financial centre.

Jersey is an OECD member state and was included on the G20 White List of offshore jurisdictions in 2009. It also 
benefits from the designated territory status under the UK Financial Services and Markets Act 2000.

4. MAIN INVESTMENT VEHICLES
a. Overview

The regulatory framework applicable to investment vehicles in Jersey provides for a wide range of solutions, from 
entirely private unregulated funds to highly regulated recognised retail funds authorised for public distribution. 
For regulated vehicles, the JSFC has adopted a promoter-oriented approach for the purpose of granting regulatory 
approval to a new investment vehicle.

Regulated investment vehicles can be set up in Jersey as collective investment funds, regulated under the CIF Law, 
and divided into:

  Public Funds 

  Recognised Funds

Public Funds are mainly further sub-divided into: Expert Funds, Listed Funds and Unclassified Funds.

Expert Funds are vehicles dedicated to institutional and high net worth investors. Expert Funds are subject to a light 
degree of regulation and do not require the adoption of any prescribed investment restrictions or risk diversification 
strategy. They may be open or closed-ended. The JFSC is in charge of verifying that the application file of each new 
vehicle is complete (key characteristics of the fund, evidence of regulation of the investment manager/advisor, etc.), 
and issues a fund certificate within days.

Listed Funds may be offered to all types of investors and are not subject to any minimum subscription. However, 
they have to be closed-ended and listed on an approved stock exchange. This specific status is only available for 
companies incorporated in Jersey, qualifying as collective investment funds within the meaning of Article 3 of the 
Collective Investment Funds (Jersey) Law 1988. They may be established within less than a week on the basis of a 
self-certification approach without any formal regulatory review of the fund or its promoter.

Funds, which do not qualify as Expert and Listed Funds but have to be offered to more than 50 investors or to be 
listed, may be regulated as “Unclassified Funds”. These types of funds are regulated by the JFSC which will assess 
the track record, experience and reputation of the promoter, as well as of its financial resources and spread of 
ownership. During its approval process the JFSC will also analyse the prospectus, constitutional documents and 
material agreements relating to the fund. The investment policy and strategy as well as the borrowing restrictions 
will be reviewed in light of market standards of similar vehicles. The exact level of supervision by the JFSC will vary 
depending on the minimum subscription amount requested, and whether the fund is open or closed-ended.

Recognised Funds are highly regulated. Benefitting from the Jersey’s designated territory status under the UK Financial 
Services and Markets Act 2000, Recognised Funds can be distributed to the public in the UK. Public distribution is also 
authorised in Australia, Belgium, Hong Kong, the Netherlands and South Africa.

In addition to Public Funds and Recognised Funds, there are so-called “Private Funds” which are regulated under the 
COBO but exempted from any ongoing supervision. For authorisation, these must submit an application file to the JFSC 
requesting approval on their promoters, service providers, documents and structure.
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Since February 2008, “Unregulated Funds” may also be established. Subject to filing a completed notice with the 
Jersey Registrar of Companies and to complying with the provisions of the Collective Investment Funds (Unregulated 
Funds) (Jersey) Order 2008, they are exempted from any approval process and supervision. They have to be set up as 
exchange-traded funds or as eligible investor funds. The former have to be closed-ended, and listed on one or several 
stock exchanges. The latter may be open or closed-ended and reserved exclusively for investors making a minimum 
initial investment of USD 1,000,000, or to institutional and/or professional investors.

In terms of legal forms, Jersey-based investment vehicles are structured as companies, unit trusts or limited 
partnerships. Recognised Funds are an exception since they cannot be established under the form of a limited 
partnership. The Company (Jersey) Law 1991 offers a flexible legal framework for investment vehicles established 
under a corporate legal form. As is the case in Guernsey, protected cell companies (PCC) are available for the purpose 
of setting up regulated and unregulated structures. There are also the incorporated cell companies (ICC) which offer 
a separate legal personality at the level of each cell. Limited Partnerships are subject to the Limited Partnership 
(Jersey) Law 1994 while Unit Trusts are governed by the Trust (Jersey) Law 1984. Both offer a high level flexibility and 
of confidentiality. 

b. Description of regulated investment vehicle structures available

The following tables offer a comparative view of the 5 main regulated investment vehicle regimes available in Jersey:

REGULATORY FEATURES

Recognised Public Private

Unclassified Listed Expert

Regulation level Highly regulated Highly regulated at the AIFM level for 
AIFMD-compliant funds

Not regulated 
(but initial 
regulatory 
approval 
required)

Regulator JFSC

Authorisation 
procedure

JFSC approval of the investment vehicle is mandatory but incorporation can be carried out during 
the regulatory approval process (fast-track procedure available for Listed and Expert funds, and 

JFSC consent for Private funds may specify ongoing requirements that the Private fund may have to 
comply with on an ongoing basis)

Structures 
available

Company (incl. 
PCC or ICC)
Unit Trust

Company (incl. PCC or ICC)
Unit Trust

Limited Partnership

Voting rights

No general voting rights attached to units in a unit trust except in particular cases 
linked with the liability of the trustee

Limited voting rights attached to shares in an investment limited partnership 
(non-direct influence on management that remains with the general partner)

Legal voting rights attached to shares in an investment company or protected cell company

Eligible investors17

Retail
Professional
Institutional

Expert investors 
only18 Private investors

Maximum number 
of shareholders No limit 50

17 Additional restrictions may be included in the constitutional document or prospectus.
18 i.e. investors investing at least USD 100,000 or HNWIs with assets of at least USD 1,000,000 or professional investors.
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REGULATORY FEATURES

Recognised Public Private

Unclassified Listed Expert

Minimum number 
of shareholders No minimum 50 No minimum 15

Minimum 
investment None

USD 100,000 
for individual 

investors
None

Segregated 
compartments 

(sub-funds)
Yes, with full legal segregation of assets and liabilities between sub-funds

Multiple share 
classes

Yes, no limitation, and possibility to design and distinguish each share class in terms of applicable 
fee structure, rights to distribution of dividends, etc. 

In addition, share classes in protected cell companies are ring-fenced (such as sub-funds)

Investment 
restrictions

Detailed risk 
diversification 
limits (similar 

to UCITS) 

General risk diversification limits but 
no limitation on asset class None

Offering and 
subscription 
documents

Prospectus
Constitutive documents

Subscription form/agreement

Investor reporting Financial statements

OPERATIONAL FEATURES

Recognised Public Private

Unclassified Listed Expert

Required service 
providers19

Management company (unit trust) or General Partner (limited partnership)
Trustee (unit trust)

Depositary (only for open-ended)
Auditor

Listing possible Yes No

Net asset value 
(NAV) calculation

Minimum twice 
a month NAV required, at least for annual reporting purposes

Corporate 
governance

In a unit trust, decisions relating to day-to-day management are taken by the trustee and/or the 
management company

In an investment company, decisions relating to day-to-day management are taken by the board 
of directors

In a limited partnership, decisions relating to day-to-day management are taken by the 
general partner

19 Main service providers only listed here.
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DISTRIBUTION

Recognised Public Private

Unclassified Listed Expert

Distribution and 
passporting

Eligible for public 
distribution to 

the public in the 
United Kingdom 

and certain other 
jurisdictions (not 
a UCITS passport 

though) on a 
case-by-case 

basis

Used for 
domestic public 

offering as 
well as private 

placement 
mainly, subject 
to change in the 
context of full 

implementation 
of AIFMD

Used for private placement mainly, but this should change 
in the context of full implementation of AIFMD

TAXATION

Recognised Public Private

Unclassified Listed Expert

Taxation20
No corporate tax

No WHT on dividends

20 Main service providers only listed here.
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c. Set-up, regulatory approval and time-to-market

The set-up and regulatory approval process of regulated investment vehicles is significantly different should the 
investment vehicle benefit from a fast track application procedure (Listed and Expert Funds) or not. Time-to-market is 
not entirely linked with the JFSC’s approval timeframe since the incorporation of the investment vehicle can take place 
in parallel with the review of the file by the JFSC.

As a preliminary step, the overall structure of the investment vehicle shall be defined. To this end, initiators of 
investment vehicles usually request advice from local regulatory experts, who conduct a preliminary analysis 
and prepare a term sheet summarising the main regulatory features of the vehicle as well as its governance and 
operational structure. In parallel, service providers also have to be selected to the extent necessary. 

As soon as this preliminary phase is completed, the regulatory approval process may begin. The table below lists the 
documents and information to be included in the application file to be submitted to the JFSC:

APPLICATION FILE CONTENT

Recognised Public Private

Unclassified Listed Expert

Documents to 
be provided 

for all types of 
regulated vehicles

  Application form
  Information on the promoter and on its group structure if applicable
  Draft version of the prospectus/offering document
  Articles of incorporation (if corporate entity)
  Trust deed (if unit trust)
  Limited partnership agreement (if limited partnership)
  Custodian agreement
  Administration agreement
  Transfer agency agreement (can be combined with 

administration agreement)
  Investment management/Investment advisory agreement (optional) 

Private placement 
memorandum

Regulator 
reputational 

checks

General fitness and proper check made by the JFSC on 
promoter, governing body and service providers

Self-assessment 
by administrator

Review of the 
promoter

Specific 
documents To be agreed upon with the JFSC on a case-by-case basis
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A threefold application procedure to the JFSC applies for public and private regulated investment vehicles and is 
composed of an initial review, a documentary review and the issuance of a certificate. The initial review process, which 
usually takes a week, focuses on the promoter and the main features of the investment vehicle. Once the promoter 
has been approved, the documentary review process, which usually takes up to 4 weeks, focuses on the investment 
vehicle itself. The approval process ultimately ends up with the formal licensing stage i.e. the documentation in its 
final version must be filed with the JFSC and the regulator’s approval is granted after such filing. The timeframe for 
final licensing is only a couple of days for private funds but can take significantly longer for public funds. The fast track 
application procedure made available to Listed and Expert Funds ensures the completion of the regulatory process 
within days.

Time-to-market in Jersey is generally completed within a reasonable timeframe. The chart below provides an 
indicative overview of the overall set-up and application process until the first closing of a regulated investment 
vehicle in Jersey which does not benefit from any fast track application procedure:
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Project management
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Fund 
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d. Set-up and operational costs

The level of set-up and operational costs mainly depends on the regulated or unregulated nature of the investment 
vehicle, and on additional factors such as outsourcing options and distribution strategy. 

The following table provides an overview of the basic cost items to be taken into account.

Cost item
Recognised

Public
Private

Unclassified Listed Expert

Legal structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a 
regulatory standpoint and mainly depend on the complexity of such a project 

Tax structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a tax 
standpoint and mainly depend on the complexity of such a project and on its structure
For instance, specific management fee/carried interest modelling and optimisation in the context of 
limited partnerships may have to be investigated. Tax treatment of investments (possible interposition 
of holding companies) and of investors is also a key aspect to take into account for such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase – and also depends 
on the track record of the project initiators (i.e. possibility to replicate foreign structures in Jersey via 
an adaptation of existing documentation)

JFSC fees

The JFSC charges a one-off application fee amounting to GBP 1,000 regardless of 
the type of investment vehicle. In addition, the approval of service providers to 
an investment vehicle may also be subject to a regulatory fee amounting to GBP 
1,000 for each provider

Not applicable

Incorporation/
establishment 
fees

Such fees only apply to investment vehicles taking a corporate form. A standard GBP 200 fee is 
due for the incorporation of a company, and registration fees of GBP 500 apply in respect of the 
registration of a limited partnership

Service 
providers fees

Such fees generally depend on the structure and operational model of the investment vehicle, and 
can range from very limited amounts (when most of the tasks are directly dealt with internally at 
the level of the investment vehicle) to significantly high amounts (in the case of investment vehicles 
requiring substantial expertise and outsourcing by virtue of their activity) 
Typical service providers costs consist of:
– Management company costs (in case one is appointed)
– Depositary/custodian/trustee costs
– Central administration costs
– Auditor costs
– Legal and tax advisors costs
– Investment management/advisory costs
– Independent evaluator/appraiser costs
– Prime brokerage costs
– Etc.

Other 
communication 
and marketing 
costs 

Such costs (publications, leaflets, website, etc.) generally depend on the structure and operational 
model of the investment vehicle

Type of 
vehicle
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5. LATEST FUND PRODUCT TRENDS IN JERSEY
The Jersey fund industry relies upon well-established practices, and is supported by the recognised activity of the 
JFSC. Since 2013, Jersey has demonstrated a strong capacity of adaptation towards the Alternative Investment Fund 
Managers Directive (AIFMD), notably by implementing the Alternative Investment Funds (Jersey) Order 2013, in view 
of benefitting from the AIFMD passport as soon as practicable.

According to ESMA’s advice issued in July 2016, there are no significant obstacles regarding investor protection, 
competition, market disruption and the monitoring of systemic risk impeding the application of the AIFMD passport to 
Jersey, making this jurisdiction one of the first ‘third countries’ which should be granted with AIFMD passport facilities.
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E. CAYMAN ISLANDS
1. DECISION TREE

Yes

Yes

Yes

Yes

No

No

No

No

Does it target more 
than 15 investors?

Does it qualify as 
a Master fund?

Main forms:
•  Exempted 

Company
•  Exempted LP
•  Exempted 

Trust
•  Limited 

Liability 
Company

Main forms:
•  Exempted 

Company
•  Exempted LP
•  Exempted 

Trust
•  Limited 

Liability 
Company

Main forms:
•  Exempted 

Company
•  Exempted LP
•  Exempted 

Trust
•  Limited 

Liability 
Company

Main forms:
•  Exempted 

Company
•  Exempted LP
•  Exempted 

Trust
•  Limited 

Liability 
Company

Main forms:
•  Exempted 

Company
•  Exempted LP
•  Exempted 

Trust
•  Limited 

Liability 
Company

Is the investment 
vehicle open or 
closed-ended?

Closed-ended 
funds do not 

qualify as 
Mutual Fund 
and are not 
subject to 
regulation. 

They must have 
a registered 
office in the 

Cayman Islands 
provided by a 

regulated entity

Eligible under 
Section 4(4) 

of the Mutual 
Funds Law 

as Exempted 
Mutual Fund

Eligible under 
Section 4(3) 

of the Mutual 
Funds Law as 

Registered 
Mutual Fund

Required to 
comply with 
Section 4(1) 

of the Mutual 
Funds Law 
as Licensed 
Mutual Fund

Eligible under 
Section 4(1) 

of the Mutual 
Funds Law as 
Administered 
Mutual Fund

Is there an 
intended minimum 
subscription to be 

set at USD 100,000/
or to list equity 
interests on a 

recognised stock 
exchange?

Is it intended 
to appoint a 

locally licensed 
administrator which 

will provide its 
principal office in 

the Cayman Islands?

Closed-
ended

Open-
ended
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2. MARKET OVERVIEW
a. Investment fund industry

The Cayman Islands is the leading international domicile for hedge funds. The Mutual Funds Law was enacted in 1993, 
and since then investment funds have become one of the key economic sectors of the Cayman Islands. According to the 
statistics published by the local supervisory authority, the Cayman Islands Monetary Authority (CIMA), in the 3rd quarter 
of 2016 there were almost 11,000 mutual funds including 7,465 Registered Mutual Funds, 370 Administered Mutual 
Funds, 96 Licensed Mutual Funds and 2,899 Master Funds (the latter category has been included in the Mutual Funds 
count following the enactment of the Mutual Funds (Amendment) Law in 2011) (Source: CIMA as of 30 September 2016).

The net assets of Cayman Mutual Funds amounted to USD 3.592,000 billion as of 31 December 2014 (more recent 
figures are not available).

The Cayman Islands is the leading jurisdiction for alternative investment funds by market share. More than a third of 
alternative investment funds worldwide and more than a half of direct hedge funds worldwide are domiciled in the 
Cayman Islands.

Proportion of Cayman Islands alternative investment funds compared to
other major alternative investment funds jurisdictions

Cayman Islands Other major alternative investment funds jurisdictions

57%
43%

Source: 2014 Oliver Wyman estimates, “Domiciles of Alternative Investment Funds” 
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Breakdown of hedge funds by domicile

Cayman Islands Rest of the world

47%
53%

Source: 2014 Oliver Wyman estimates, “Domiciles of Alternative Investment Funds” 

The success of the Cayman Islands as a major financial centre and its ability to attract investment funds, in particular 
hedge funds, may be attributed to several factors including: 

 The broad range of investment vehicles offering considerable structuring and operational flexibility

 The stable political, economic and social environment 

  The legal framework based on the common law of England and Wales that is familiar to UK and US 
investment managers

 The favourable and stable taxation regime

 Clearly defined investor rights under the legal framework

  The ability to achieve tax neutrality of investment products both from a direct and indirect taxation perspective at 
both a fund and an investor level

 The expertise and responsiveness of CIMA

 The close working relationship between the government and the private sector

b. Investment vehicle range

The Cayman Islands offer a broad range of regulated as well as unregulated investment vehicles. Mutual Funds may 
be set up as Exempted (i.e. unregulated), Registered, Administered or Licensed. In addition, specific Master Funds may 
also be used in the context of master-feeder structures.

Except for Master Funds, Mutual Funds will be exempted from CIMA regulation based on section 4(4) of the Mutual 
Funds Law as long as the equity interests in such Mutual Funds are held by not more than 15 investors, the majority 
of whom is able to appoint or remove directors. The Exempted Mutual Funds category is one of the most attractive in 
terms of flexibility for set-up and management. In addition, closed-ended funds are outside the scope of the Mutual 
Funds Law.

COUNTRY SECTIONS



89

3. REGULATORY FRAMEWORK
Registered, Administered or Licensed Mutual Funds are governed by the Mutual Funds Law (2015 Revision). It shall 
also be noted that a specific piece of legislation exists, relating to retail mutual funds set up in the Cayman Islands for 
the purpose of distribution to the public in Japan. This type of vehicle is however not covered by the present Guide.

In terms of legal structures, most of the Cayman Islands investment funds are set up as Exempted Companies 
(including those registered as Segregated Portfolio Companies or as Limited Duration Companies), Exempted Limited 
Partnerships and Exempted Unit Trusts. It is expected that in addition to the before-mentioned legal structures, the 
newly implemented Limited Liability Company will be widely used for fund structuring in the Cayman Islands as it 
should attract fund initiators used to Delaware limited liability companies.

4. CAYMAN ISLANDS REGULATED INVESTMENT VEHICLES
a. Overview 

According to the Mutual Funds Law (2015 Revision), a Mutual Fund means “a company, unit trust or partnership 
that issues equity interests, the purpose or effect of which is the pooling of investor funds with the aim of spreading 
investment risks and enabling investors in the Mutual Fund to receive profits or gains from the acquisition, holding, 
management or disposal of investments […].”

In the Cayman Islands, 3 types of Mutual Funds are regulated: Licensed Mutual Funds, Administered Mutual Funds 
and Registered Mutual Funds.

Licensed Mutual Funds require a prior authorisation from CIMA and must have their own registered office in the Cayman 
Islands, while Administered Mutual Funds rely on the existing license of a licensed Mutual Fund Administrator based in 
the Cayman Islands. Registered Mutual Funds are exempt from the requirement to be licensed or administered on the 
basis that either (i) each investor must subscribe for equity interests of at least USD 100,000 or (ii) the equity interests 
of the fund are listed on a stock exchange recognised by CIMA.

Regulated Mutual Funds are almost always established as Exempted Companies, Exempted Limited Partnerships or 
Exempted Unit Trusts. 

To be “exempted”, a company, a limited partnership or a trust must not undertake business with the public in the 
Cayman Islands other than as may be necessary for carrying on its business outside of the Cayman Islands. Exempted 
Companies benefit from a “Tax Exemption Undertaking” from the Government, exempting them from any future taxes 
for a period of 20 years, extendable to 30 years under certain conditions. Limited Partnerships and Unit Trusts benefit 
from a similar undertaking for a maximum period of 50 years.

An Exempted Company may be registered as an exempted Segregated Portfolio Company. This status allows the 
creation of ring-fenced segregated portfolios. Unit Trusts may also be set up as an umbrella vehicle, with sub-trusts.

Mutual Funds established as exempted companies or general partners of mutual funds established as limited 
partnerships must have at least two directors, each of whom have to be registered with CIMA under the Directors 
Licensing Law. Unit Trusts must have a Trustee, and investment decisions are often delegated to an external 
investment manager.
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b. Description of available investment vehicles

The following tables offer a comparative view of the 4 main investment vehicle regimes available in the Cayman 
Islands, including Exempted Mutual Funds as described in section 2b above:

REGULATORY FEATURES

Licensed 
Mutual Fund

Administered 
Mutual Fund

Registered 
Mutual Fund

Exempted 
Mutual Fund

Regulation level Highly regulated Moderately regulated Lightly regulated Unregulated

Regulator CIMA N/A

Authorisation 
procedure

CIMA approval or registration of the investment vehicle is mandatory but 
incorporation can be carried out during the regulatory process N/A

Main structures 
available

Exempted Company (incl. those registered as Segregated Portfolio Company)
Exempted Limited Partnership

Exempted Unit Trust
Limited Liability Company

Voting rights

No statutory voting rights attached to units in a Unit Trust except in particular cases linked to 
the liability of the trustee. However, it is usual to include provisions dealing with meetings of unit 

holders, voting rights, etc. in the Unit Trust instrument
Limited voting rights attached to shares in a Limited Partnership (no direct influence on 

management that remains with the general partner)
Voting rights attached to shares in an exempted company

Eligible investors
Retail

Professional
Institutional

Maximum number 
of shareholders No limit

Not more than 
15 (or no limit if 
closed-ended)

Minimum number 
of shareholders 15 No minimum

Minimum 
investment None

USD 100,000 (KYD 
80,000) or equity 

interests to be listed 
on a recognised stock 

exchange

None

Segregated 
compartments 

(sub-funds)

Statutory ring-fencing for Exempted Companies established as Segregated Portfolio Companies
Creation of sub-trust(s) in Unit Trust is feasible, but the segregation has no legal effects towards 

third parties, unless expressly included in the contractual arrangements

Multiple share 
classes

Yes, without limitation. Possibility to design and distinguish each share class in terms of 
applicable fee structure, rights to distribution of dividends, etc.

Investment 
restrictions None
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REGULATORY FEATURES

Licensed 
Mutual Fund

Administered 
Mutual Fund

Registered 
Mutual Fund

Exempted 
Mutual Fund

Offering and 
subscription 
documents

Offering memorandum
Constitutive documents

Subscription form/agreement

Annual reporting
Financial statements

Regulated funds are required to file accounts audited by an approved auditor within six months 
of the end of each financial year

OPERATIONAL FEATURES

Licensed 
Mutual Fund

Administered 
Mutual Fund

Registered 
Mutual Fund

Exempted 
Mutual Fund

Required service 
providers21

General Partner 
(limited partnership)
Trustee (unit trust)

Auditor

General Partner 
(limited partnership)
Trustee (unit trust)

Administrator
Auditor

General Partner 
(limited partnership)
Trustee (unit trust)

Auditor

General Partner 
(limited partnership)
Trustee (unit trust)

Listing possible Yes

Net asset value 
(NAV) calculation NAV required, at least for annual reporting purposes None

Corporate 
governance

In a unit trust, the Trustee has the duty to invest the trust fund with care, skill and caution in such 
investments as may be authorised. However, delegation of investment decisions to an investment 

manager is common practice
In an investment company, decisions relating to day-to-day management are taken by the directors

In a limited partnership, decisions relating to day-to-day management are taken by the 
general partner

In a limited liability company, decisions relating to day-to-day management are taken by managing 
members or by non-member managers

DISTRIBUTION

Licensed 
Mutual Fund

Administered 
Mutual Fund

Registered 
Mutual Fund

Exempted 
Mutual Fund

Distribution and 
passporting

Used for private placement mainly, distribution to the public is rather limited – but this should 
change in the context of full implementation of AIFMD

TAXATION

Licensed 
Mutual Fund

Administered 
Mutual Fund

Registered 
Mutual Fund

Exempted 
Mutual Fund

Taxation No direct taxation

21 Only main service providers are listed here.
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c. Set-up, regulatory approval and time-to-market

The set-up and regulatory process of Regulated Mutual Funds significantly differs from one type of vehicle to another. 

As a preliminary step, the overall structure of the investment vehicle shall be defined. To this end, initiators of 
investment vehicles usually request advice from local regulatory experts to conduct a preliminary analysis and 
prepare a term sheet summarising the main regulatory features of the vehicle as well as its governance and 
operational structure. In parallel, service providers also have to be selected to the extent necessary. 

Closed ended, Exempted and Registered Mutual Funds are not required to obtain any prior approval from CIMA. 
Time-to-market is linked to the time required to settle the terms of the offering, the constitutional documents and the 
service agreements.

Registered Mutual Funds are only required to register their offering memorandum and certain prescribed details 
relating to the offering of their equity interests with CIMA.

Administered Mutual Funds have to comply with the same requirements, except that they must also file an additional 
form signed by the Mutual Fund Administrator.

Licenced Mutual Funds must obtain the approval of their promoters from CIMA (three weeks). Their licence application 
process takes four weeks, subject to clarification or additional documentation requests that CIMA may deem necessary.

The application procedure to CIMA involves the submission of a complete application file, containing the required level 
of information and documents considering the type of license sought. 

The table below lists the documents and information to be submitted to CIMA for licensing or registration of a 
regulated Mutual Fund:

APPLICATION FILE CONTENT

Licensed Mutual 
Fund

Administered Mutual 
Fund

Registered Mutual 
Fund

Exempted Mutual 
Fund

Documents to 
be provided 

for all types of 
regulated vehicles

  Draft version of the offering memorandum
  Subscription agreement
  Articles of incorporation (if corporate entity)
  Trust deed (if unit trust)
  Limited partnership agreement (if limited partnership)
  Limited liability company agreement (if limited liability company)
  Custodian agreement
  Administration agreement
  Investment management/Investment advisory agreement (optional)
  Auditor’s consent letter
  Administrator’s consent letter

Not applicable

Regulator 
reputational 

checks

General fitness and proper check made by CIMA on promoter, governing 
body and service providers Not applicable

Specific 
documents Form MF3 Form MF2 and 

Form MF2A Form MF1 Not applicable
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Only Licensed Mutual Funds are subject to a complete review of the application file by CIMA, such review process 
taking approximately 4 to 6 weeks. Registration is obtained on the same day the application is filed for Registered 
Mutual Funds and Administered Mutual Funds. 

It generally takes between 4 to 6 weeks from the inception of the project to set up the entire Mutual Fund structure, 
depending on the number of service providers and the overall complexity of the investment vehicle. This timeframe is 
even shorter for Exempted Mutual Funds. 

The chart below provides an indicative overview of the overall set-up and application process until the first closing of 
a Licensed Mutual Fund:
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Project management

Kick off 
discussions

Fund documentation 
drafting to have a 

complete and ready 
application file for CIMA

CIMA regulatory approval process: from submission of 
the application file until formal approval received

Fundraising 
and marketing

Fund launch

Fund 
incorporation/ 
establishment

Term sheet

Preliminary
analysis 1

Determination of the 
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Filing of the 
application file 
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d. Set-up and operational costs

The level of set-up and operational costs mainly depends on the regulated or unregulated nature of the investment 
vehicle, and on additional factors such as outsourcing options and distribution strategy.

The following table provides an overview of the basic cost items to be taken into account.

Cost item
Licensed Mutual Fund Administered 

Mutual Fund
Registered 

Mutual Fund
Exempted 

Mutual Fund

Legal structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a 
regulatory standpoint and mainly depend on the complexity of such a project 

Tax structuring costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a tax 
standpoint and mainly depend on the complexity of such a project and on its structure
For instance, specific management fee/carried interest modelling and optimisation in the context 
of limited partnerships may have to be investigated. Tax treatment of investments (possible 
interposition of holding companies) and of investors is also a key aspect to take into account for 
such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase – and also 
depends on the track record of the project initiators (i.e. possibility to replicate foreign structures 
in the Cayman Islands via an adaptation of existing documentation)

CIMA fees
CIMA charges a one-off application fee amounting to KYD 3,500 in respect 
of Registered, Administered, and Licensed funds and a fee amounting to 
KYD 300 for the processing of the relevant application form

Not applicable

Incorporation/
establishment fees

Such fees only apply to investment vehicles taking a corporate form. A standard KYD 300 fee 
is due for the incorporation of a company, and registration fees also apply in respect of the 
registration of a limited partnership

Service 
providers fees

Such fees generally depend on the structure and operational model of the investment vehicle, 
and can range from very limited amounts (when most of the tasks are directly dealt with 
internally at the level of the investment vehicle) to significantly high amounts (in the case of 
investment vehicles requiring substantial expertise and outsourcing by virtue of their activity)
Typical service provider costs consist of:
– Depositary/custodian/trustee costs
– Central administration costs
– Auditor costs
– Legal and tax advisors costs
– Investment management/advisory costs
– Independent evaluator’s/appraiser’s costs
– Prime brokerage costs
– Etc.

Other communication 
and marketing costs 

Such costs (publications, leaflets, website, etc.) generally depend on the structure and 
operational model of the investment vehicle

Type of 
vehicle
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5. LATEST FUND PRODUCT TRENDS IN THE CAYMAN ISLANDS
Regulatory update

The Directors Registration and Licensing Law (DRLL)

On 4 June 2014, the DRLL entered into force, introducing a new registration and licensing regime applicable to 
directors of regulated Mutual Funds. DRLL requires Mutual Funds’ directors (natural persons) to register, unless they 
are licensed as professional directors. This obligation applies regardless of whether they are or not resident in the 
Cayman Islands. Individuals acting as director for 20 or more entities entering within the scope of the DRLL must be 
licensed as professional directors. All corporations appointed as directors of any entities entering within the scope of 
the DRLL must be licensed as corporate directors. 

DRLL does not apply to trustees (who are regulated under the Banks and Trust Companies Law (2013 Revision)), 
partners of partnerships or members of a limited liability company.

Directive 2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative Investment Fund 
Managers (AIFMD)

The Cayman Islands are known as the leading offshore domicile for alternative investment funds. Currently, Cayman 
Islands funds are offered in the European Union (EU) in accordance with the national private placement regimes 
of the member state in which the target investor is based. Nevertheless, the AIFMD contemplates a possibility that 
the marketing passport introduced by the AIFMD could be extended to non-EU AIFMs and AIFs. In this regard, the 
government of the Cayman Islands has gazetted in 2015 two bills of law enhancing the regulatory framework for 
funds in the Cayman Islands and aligning it with the provisions of the AIFMD. The proposed laws would amend the 
Mutual Funds Law and the Securities Investment Business Law, providing for the establishment of a new category 
of mutual fund, the “EU Connected Fund”, and a new category of investment manager, the “EU Connected Manager”. 
The amendments would thus offer an opportunity to Cayman Islands-based funds and managers to “opt-in” for an 
additional layer of regulatory supervision where they target the EU market.

On 18 July 2016, the European Securities and Markets Authority (ESMA) published its second advice to the European 
Parliament, Council and Commission on the application of the AIFMD passport to non-EU AIFMs and AIFs. With regard 
to the Cayman Islands, ESMA was of the opinion that there is no significant obstacle regarding competition and market 
disruption impeding the application of the AIFMD passport, but that no definitive advice regarding investor protection 
and the effectiveness of enforcement could be provided until a final version of the AIFMD-like regime is be available 
and further legislative amendments are put in place. Considering the ESMA opinion, the status quo for Cayman Islands 
funds remains unchanged for the time being.

Limited Liability Company Law

The Limited Liability Company Law (LLC Law) came into force on 13 July 2016. The new vehicle is quite flexible and 
directly inspired by the Delaware limited liability company. It has a separate legal personality. It can be formed by 
a sole member, for any lawful business, purpose or activity. Its member(s) and manager(s) are not personally liable 
for any debt, obligation or liability of the LLC (unless stated otherwise in the LLC agreement). Most of the internal 
governance arrangements may be discretionarily structured. The LLC Agreement does not have to be filed with the 
Registrar. Day-to-day management may be performed by one or more managing members or by one or more non-
member managers. LLC are authorised to apply for a Tax Undertaking Certificate covering a maximum period of 
50 years
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F. HONG KONG22 
1. DECISION TREE

Yes No

Has a Trustee/
Custodian acceptable 
to the Securities and 
Futures Commission 

been appointed?

Unregulated 
Private Fund                                     
Investment 
vehicle may 

not seek 
authorisation

Does the 
investment 

vehicle target 
Professional 
Investors?

NoYes

Yes No

Non-Retail CIS 
Unregulated 
Private Fund

No need for SFC 
authorisation

Is the offer 
made to no 

more than 50 
persons?

Yes No

Unregulated 
Private Fund

No need for SFC 
authorisation

Does the fund 
have at least a 1 
year track record, 
with not less than 
RMB 200 million 

assets under 
management? 

Retail CIS and 
Authorised 

Non-Retail CIS 
(authorised under 
section 104 of the 
SFO and required 
to comply with 
the UT Code)

Mutual Recognition of 
Funds between Mainland 

China and Hong Kong 
(Fund may be distributed 
directly to retail investors 

in Mainland China and 
SFC authorisation must 
have been granted for 
over 1 year to obtain 
CSRC authorisation)

22  The Hong Kong regulator (the SFC) distinguishes between Authorised funds and Unauthorised funds. For the purposes of this guide, the terms 
“Retail CIS” and “Authorised Non-Retail CIS” have been used to refer to Authorised CIS and to distinguish between those funds that can be marketed 
to the retail investors (Retail CIS) and to non-retail investors (Authorised Non-Retail CIS).
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2. MARKET OVERVIEW
a. Investment fund industry

Hong Kong is widely recognised as Asia’s leading asset management fund industry centre and its local fund industry 
is particularly attractive for multinational investment firms offering a variety of investment products. Hong Kong 
collective investment schemes (CIS) are authorised and regulated by the Securities and Futures Commission (SFC) if 
the CIS are distributed to retail investors.

SFC authorised collective investment schemes are comprised of (i) Unit Trusts and Mutual Funds, (ii) Real Estate 
Investment Trusts, (iii) Investment Linked Assurance Schemes, (iv) Pooled Retirement Funds, (v) MPF Schemes, and (vi) 
Paper Gold Schemes. As of 31 March 2016 there were 2,704 SFC authorised collective investment schemes, with Unit 
Trusts and Mutual Funds amounting to 2,133 and consequently being by far the most widespread collective investment 
scheme, as indicated below23.

Authorised Collective Investment Schemes
March 2016

79%

11%

6%

Unit Trusts & Mutual Funds
Investment-Linked Assurance Schemes
MPF Schemes
Paper Gold Schemes

Real Estate Investment Trusts
Pooled Retirement Funds
MPF Pooled Investment Funds

1%

1% 1% 1%

We will focus hereinafter on SFC authorised Unit Trusts and Mutual Funds (i.e. Retail CIS), with almost USD 1,276 
billion assets under management as of 31 March 201624.

 23 Source: SFC annual report 2015-16, available at http://www.sfc.hk/web/EN/files/ER/Annual%20Report/SFC_AR2015-16_Eng.pdf, at page 45. 
24 Source: SFC annual report 2015-16, available at http://www.sfc.hk/web/EN/files/ER/Annual%20Report/SFC_AR2015-16_Eng.pdf, at page 138.
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The below table illustrates the breakdown of Retail CIS main asset classes, based on assets under management as of 
31 March 201625.

Asset class breakdown of Retail UCIs
March 2016

33.2%

47.7%

9.2%

5%
1.7%

1.2% 0.1%

Bond
Equity
Diversified
Money market

Fund of funds
Index
Other (guaranteed, hedge and other specialised funds)

Under Hong Kong law, Retail CIS may be domiciled either in Hong Kong or offshore. The SFC recognised that some 
schemes set up (and regulated) in foreign jurisdictions may already comply with the relevant Hong Kong rules. It 
should be noted that from a regulatory perspective, Hong Kong domiciled Retail CIS and offshore domiciled Retail CIS 
are not subject to any substantially different treatment as they must follow the same authorisation procedure. The 
below table illustrates the breakdown of Retail CIS by their origin/domicile as at 31 March 201626.

Retail CIS breakdown by origin
March 2016

31%

47%

13%

4%

Hong Kong
Mainland China
Luxembourg
Cayman Islands

Ireland
Others
United Kingdom

1% 1%

3%

25 Ibid.
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b. Investment vehicle range

In addition to Retail CIS, Hong Kong offers other types of investment vehicles, notably, the Non-Retail CIS and the 
unregulated private fund. In addition, it should be noted that Hong Kong domiciled Retail CIS are eligible to apply for 
the Mainland China-Hong Kong Mutual Recognition of Funds arrangement allowing Hong Kong domiciled Retail CIS 
to be offered and distributed in Mainland China subject to, amongst other things, approval from the China Securities 
Regulatory Commission. 

Retail CIS and Authorised Non-Retail CIS

Retail CIS must comply with the SFC Handbook for Unit Trusts and Mutual Funds, Investment-Linked 
Assurance Schemes and Unlisted Structured Investment Products (SFC Handbook), which includes the Code 
on Unit Trusts and Mutual Funds (UT Code), Code on Investment-Linked Assurance Schemes, and the Code 
on Unlisted Structured Investment Products, in order to be authorised by the SFC as a pre-requisite for 
public distribution. 

Non-specialised investment schemes are the traditional/default choice, commonly referred to as 
straightforward Equity/Bond Funds. The relevant rules set out the applicable investment restrictions, 
diversification requirements and borrowing restrictions. Typically, Equity/Bond Funds may not invest more 
than 10% of their total net asset value in securities or ordinary shares issued by any single issuer and may 
not borrow more than 25% of their total net asset value.

Additional and/or alternative requirements are specifically provided for specialised investment schemes, 
which include (i) Unit Portfolio Management Funds (Fund of Funds), (ii) Money Market/Cash Management 
Funds, (iii) Warrant Funds, (iv) Futures and Options Funds, (v) Guaranteed Funds, (vi) Index Funds, (vii) 
Hedge Funds, (viii) Structured Funds, (ix) Funds that invest in financial derivative instruments.

Non-Retail CIS are investment schemes targeting solely professional investors27 and are not required 
under the Securities and Futures Ordinance (Cap 571) (SFO) to be SFC authorised. Nevertheless, such 
an investment scheme may request SFC authorisation. An Authorised Non-Retail CIS will have to comply 
with the UT Code, but may benefit from specific exemptions given the nature of its target investors (e.g. 
with regard to advertisement material, prospectus requirements, client information, client agreement, 
discretionary accounts, etc.).

27  As provided for under section 1 of schedule 1 to the SFO supplemented by the Securities and Financial (Professional Investor) Rules, the definition of 
professional investor shall mean:

 (a)  any recognised exchange company, recognised clearing house, recognised exchange controller or recognised investor compensation company, or 
any person authorised to provide automated trading services under section 95(2) of the SFO;

 (b)  any intermediary, or any other person carrying on the business of the provision of investment services and regulated under the law of any place  
outside Hong Kong;

 (c)  any authorised financial institution, or any bank which is not an authorised financial institution but is regulated under the law of any place 
outside Hong Kong;

 (d)  any insurer authorised under the Insurance Companies Ordinance (Cap 41), or any other person carrying on insurance business and regulated 
under the law of any place outside Hong Kong;

 (e) any scheme which:

  (i) is a collective investment scheme authorised under section 104 of the SFO; or

  (ii)  is similarly constituted under the law of any place outside Hong Kong and, if it is regulated under the law of such place, is permitted to be 
operated under the law of such place,

 or any person by whom any such scheme is operated;

 (f)  any registered scheme as defined in section 2(1) of the Mandatory Provident Fund Schemes Ordinance (Cap 485), or its constituent fund as 
defined in section 2 of the Mandatory Provident Fund Schemes (General) Regulation (Cap 485 sub. leg. A), or any person who, in relation to any 
such registered scheme, is an approved trustee or service provider as defined in section 2(1) of that Ordinance or who is an investment manager 
of any such registered scheme or constituent fund;

 (g) any scheme which:

  (i) is a registered scheme as defined in section 2(1) of the Occupational Retirement Schemes Ordinance (Cap 426); or

  (ii)  is an offshore scheme as defined in section 2(1) of that Ordinance and, if it is regulated under the law of the place in which it is domiciled, is 
permitted to be operated under the law of such place,

 or any person who, in relation to any such scheme, is an administrator as defined in section 2(1) of that Ordinance;
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Private Funds

Hong Kong investment schemes targeting (i) only professional investors28, or (ii) a maximum of 50 
investors29 (together referred to as “Private Funds”) come under a safe harbour and do not need to be SFC 
authorised. However, such unregulated schemes usually do require their Hong-Kong based investment 
manager to be licensed by the SFC.

Private Funds are mostly established offshore (the Cayman Islands being the most popular domicile 
location) and often only the investment and advisory functions will be delegated to a Hong Kong based 
investment manager/advisor. Under Hong Kong law, private fund entities will be required to be licensed 
with a Type 9 asset management licence.

Private Funds are assumed to have an aggregate net asset value exceeding the figure for regulated 
investment schemes (i.e. Retail CIS and Authorised Non-Retail CIS), although this estimate is hard to make 
given the absence of any regulatory obligation to file accounts.

Section 1.2 of the UT Code accepts that some schemes already comply in substance with certain provisions 
of the UT Code by virtue of prior authorisation in a regulated jurisdiction. It therefore recognises the types 
of scheme in jurisdictions set out in the list of recognised jurisdictions published on the SFC’s website.30 
This list of recognised jurisdictions is subject to review and update by the SFC from time to time in view of 
the legal, regulatory and other developments in each recognised jurisdiction and internationally, as well 
as the level of regulatory oversight, supervision, co-operation and assistance of the primary regulator and 
reciprocity accorded to the SFC with respect to the schemes it regulates.

The list of jurisdictions for investment management firms are regarded as subject to an acceptable 
inspection regime for the purposes of Section 5.1 of the Code on Unit Trusts and Mutual Funds.31 
Applicants should note that this list is not exhaustive and does not imply that other jurisdictions are 
necessarily unacceptable. 

 27  (continued)

 (h)  any government (other than a municipal government authority), any institution which performs the functions of a central bank, or any 
multilateral agency;

  (i) except for the purposes of Schedule 5 to the SFO, any corporation which is:

  (i) a wholly owned subsidiary of:

   (A)  an intermediary, or any other person carrying on the business of the provision of investment services and regulated under the law of any 
place outside Hong Kong; or

   (B)  an authorised financial institution, or any bank which is not an authorised financial institution but is regulated under the law of any place 
outside Hong Kong;

  (ii) a holding company which holds all the issued share capital of:

   (A)  an intermediary, or any other person carrying on the business of the provision of investment services and regulated under the law of any 
place outside Hong Kong; or

   (B)  an authorised financial institution, or any bank which is not an authorised financial institution but is regulated under the law of any place 
outside Hong Kong; or

  (iii) any other wholly owned subsidiary of a holding company referred to in subparagraph (ii); or

 (j)  any person of a class which is prescribed by rules made under section 397 of the SFO for the purposes of this paragraph as within the meaning  
of this definition for the purposes of the provisions of the SFO, or to the extent that it is prescribed by rules so made as within the meaning of this 
definition for the purposes of any provision of the SFO. 

28 Schedule 17, Part 1, para 1 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32).
29 Schedule 17, Part 1, para 2 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32).
30 http://www.sfc.hk/web/EN/regulatory-functions/products/product-authorization/list-of-recognised-jurisdiction-schemes-and-inspection-regimes.html
31 Ibid.
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Mainland China – Hong Kong Mutual Recognition of Funds

Regulated investment vehicles

On 22 May 2015, the SFC and the China Securities Regulatory Commission (CSRC) signed the Memorandum 
of Regulatory Cooperation on Mutual Recognition of Funds between Mainland China and Hong Kong (Mutual 
Recognition of Funds), which entered into force on 1 July 2015. The Mutual Recognition of Funds regime 
sets out the operational requirements under which Mainland China and Hong Kong funds may obtain 
regulatory approval from the host jurisdiction in order to benefit from cross-border mobility.

From a Hong Kong perspective, Retail CIS may qualify under the Mutual Recognition of Funds Regime if 
the CSRC’s requirements under the Provisional Rules for Recognised Hong Kong Funds are complied with. 
Among other requirements, the Retail CIS will have to (i) be domiciled in Hong Kong, (ii) be authorised 
in Hong Kong for over one year, (iii) have a fund size of at least RMB 200 million, (iv) not invest primarily 
in Mainland China, and (v) keep distributions to Mainland China investors under 50% of its total assets. 
Additional requirements (inter alia with regard to the manager, the custodian and local representatives) 
will have to be complied with in order for the Retail CIS to obtain CSRC authorisation to be offered and 
distributed to Mainland China investors.

 

3. REGULATORY FRAMEWORK
Hong Kong domiciled Retail CIS and Authorised Non-Retail CIS32 are established under legislation including the 
SFO and/or the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap 32). The law governing the 
qualification of professional investors is supplemented by the Securities and Futures (Professional Investor) Rules 
(Cap 571D).

The SFC rules pertaining to the authorisation of Retail CIS and Non-Retail CIS are set out in the non-statutory Code 
on Unit Trusts and Mutual Fund being a part of the SFC Handbook. Although these rules do not have the force of law, 
compliance with them is mandatory for the purpose of obtaining SFC authorisation. Furthermore, it should be noted 
that the SFC regularly publishes additional requirements and updates on its website, by way of frequently asked 
questions (FAQs). All SFC authorised Hong Kong domiciled schemes should fully comply with all the requirements 
under the UT Code. A fundamental principle is that a scheme seeking authorisation for offering to the public in Hong 
Kong should maintain proper diversification of its investments and liquidity to meet redemptions by investors from 
time to time. 

Additionally, Hong Kong domiciled investment schemes will be subject to additional rules and regulations applicable to 
their legal structure, i.e. the New Companies Ordinance (Cap 622) or the Trustee Ordinance (Cap 29).

Hong Kong domiciled Retail CIS applying for CSRC authorisation under the Mutual Recognition of Funds Regime must 
comply with the requirements set out in the Provisional Rules for Recognised Hong Kong Funds issued by the CSRC in 
order to be granted approval.

32 As mentioned above, Authorised Non-Retail CIS must comply with Retail CIS rules, albeit certain exemptions apply.
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4. HONG KONG REGULATED INVESTMENT VEHICLES
a. Overview

The rigorous but at the same time flexible and accommodating regulatory framework, the proximity to the Chinese 
market (e.g. the Mutual Recognition of Funds Regime), the top-class financial infrastructure as well as the flexible 
tax regime all contribute to making Hong Kong an increasingly attractive investment fund domicile.

As already mentioned above, Retail CIS may be established as traditional equity/bond funds, Unit Portfolio Management 
Funds (funds of funds), money market/cash management funds, warrant funds, futures and options funds, guaranteed 
funds, index funds, hedge funds, structured funds and funds that invest in financial derivative instruments.

Similarly, investment schemes targeting exclusively professional investors may be established as Authorised 
Non-Retail CIS and follow the Retail CIS rules or alternatively opt for the establishment of a Private Fund.

Finally, Hong Kong domiciled Retail CIS can qualify under the Mutual Recognition of Funds Regime in order to be 
distributed to Mainland China investors, subject to the conditions set out in the section on “Mainland China – 
Hong Kong Mutual Recognition of Funds” of this guide.

b. Description of regulated investment vehicle structures available

The following tables offer a comparative summary view of the various investment scheme regimes available in Hong Kong:

REGULATORY FEATURES

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company33

Regulation level Highly regulated Moderately 
regulated34 Unregulated Highly regulated

Regulator SFC N/A SFC

Authorisation 
procedure

SFC approval is 
mandatory prior 

to launch

SFC approval is not 
mandatory35 N/A SFC approval is 

mandatory

Structures 
available

1. Unit Trust
2. Mutual Fund Corporation (under one of the corporate forms available 

as per the New Companies Ordinance)36 
3. Limited Partnership

Open-ended 
Fund Company

Voting rights

1. Limited voting rights attached to units in a Unit Trust subject 
to the trust deed 

2. Legal voting rights attached to shares in Mutual Fund Corporation 
subject to the articles or bylaws 

3. Limited voting rights attached to interests in a Limited Partnership 
subject to the partnership agreement

Legal voting rights 
attached to shares 

subject to the articles 
or bylaws

Eligible investors Retail or Professional Professional Retail (max 50)
or Professional Retail or Professional

33  On 10 June 2016 the Securities and Futures (Amendment) Ordinance 2016 (SF Amendment Ordinance) introducing the new open-ended fund company 
structure (OFC) was gazetted. At time of publication of this guide (January 2017) the commencement date of the SF Amendment Ordinance had yet to be 
appointed by the Secretary for Financial Services and the Treasury by notice published in the Gazette. The detailed operational and procedural aspects 
will be included in the OFC Rules, yet to be drafted by the SFC. Please see section 5. Latest fund product trends in Hong Kong for further details.

34  SFC authorisation is not mandatory for Non-Retail CIS. However, Authorised Non-Retail CIS will be subject to the Retail CIS Regime, with several 
exemptions (notably with regard to advertisement material, prospectus requirements, client information, client agreement, discretionary accounts, 
etc.) – hence the “moderate“ regulation. For unauthorised Non-Retail CIS please refer to the Private Fund section.

35 Ibid.
36  In light of the restrictions on redemption of shares of a Hong Kong incorporated company under the New Companies Ordinance, none of the Hong Kong 

domiciled open-ended Retail CIS offered in Hong Kong uses a Hong Kong incorporated company as a vehicle. Hence, Hong Kong domiciled open-ended 
Retail CIS are established only as Unit Trusts. This should however change with the imminent introduction of the open–ended fund company (OFC).
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REGULATORY FEATURES

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company33

Maximum number 
of shareholders

 No limit, except in case of Mutual Fund Corporation established 
as private limited companies under the Hong Kong law37, in which case 

the maximum number of shareholders is 50
No limit

Minimum number 
of shareholders No minimum One

Minimum 
investment

None, except for authorised hedge funds 
(USD 50,000) and for authorised funds of 

hedge funds (USD 10,000)
None None

Segregated 
compartments 

(sub-funds)

Yes, with full segregation of assets and liabilities between sub-funds 
(except for Mutual Fund Corporation)38

Protected cell regime 
where the assets 
and liabilities of a 
sub-fund of an OFC 
are ring-fenced to 

that particular sub-
fund, so as to limit 

the contagious effect 
of insolvency of a 

sub-fund within an 
umbrella fund

Multiple share 
classes

Yes, possible with flexibility to design and distinguish each 
share/unit class in terms of applicable fee structure, rights 

to distribution of dividends, etc.

Allowing for the 
creation of different 
share classes under 
an OFC, which will 
however be subject 

to relevant OFC Code 
requirements

Investment 
restrictions

Detailed risk diversification limits for 
non-specialised CIS (similar to UCITS) and 
additional cumulative or alternative risk 
diversification limits for specialised CIS

Leverage restrictions

None

Publicly offered OFCs 
to invest in asset 

classes in accordance 
with the SFC’s product 

code requirements 
and authorisation 

conditions, i.e. mainly 
in securities, futures 
and OTC derivative 

products
The investment scope 

of Privately offered 
OFCs to align with 
Type 9 regulated 

activity, (e.g. cash, 
currency forwards, 
loans or distressed 

debt structured in the 
form of securities) 

with a 10% de minimis 
limit (i.e. a maximum 

of 10% of the total 
gross asset value of 

the fund) for investing 
in other asset classes

37  It should be noted that under the New Companies Ordinance the articles of a private limited company must prohibit any invitation to the public to 
subscribe for any shares or debentures of the company.

38 The OFC regime will provide for full segregation of sub-funds.
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REGULATORY FEATURES

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company33

Offering and 
subscription 
documents

Offering document39 (including Product Key 
Facts Statement)

Constitutive documents
Subscription form/agreement

Private Placement 
Memorandum
Constitutive 
documents

Subscription form/
agreement

OFC’s constitutional 
and offering 
documents

Investors 
reporting

Audited annual financial statements and 
semi-annual financial statements (quarterly 

for retail authorised hedge funds)
Financial statements Financial statements

OPERATIONAL FEATURES

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company

Required service 
providers

Management company (except for self-managed 
Mutual Fund Corporation) or General partner 
(Limited Partnership) approved by the SFC40 

Trustee (unit trust) or custodian (mutual fund) 
approved by the SFC

Fund managers 
licensed by the SFC

Day-to-Day 
Investment 

Management Activities 
must be delegated 
to an Investment 

Manager licensed by 
or registered with the 
SFC to carry out Type 
9 (asset management) 

regulated activity 
under Part V of 

the SFO

Listing possible Yes (mandatory for closed-ended Retail CIS) N/A Yes

Net asset value 
(NAV) calculation

Every dealing day, but in any event, at least 
once a month N/A

Offer and Redemption 
prices are calculated 
on the basis of the 

OFC’s net asset value 
divided by the number 
of shares outstanding 

and such prices 
may be adjusted by 
fees and charges to 
be disclosed in the 
offering document. 

Publicly offered 
OFCs should also 
comply with the 

SFC Handbook while 
valuation rules for all 
OFCs should be set out 

in the Instrument of 
Incorporation

39  It should be noted that the offering document requires separate authorisation in addition to the CIS itself, in accordance with section 103 of the SFO. 
However, Non–Retail CIS do not require authorisation of the offering document.

40  The management company should obtain relevant licence(s) required under the SFO, including the Type 9 licence for asset management activities. 
An offshore Retail CIS must in addition appoint a Representative agent.
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OPERATIONAL FEATURES

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company

Corporate 
governance

1. In a unit trust or a Mutual Fund Corporation that is not self-managed, 
decisions relating to day-to-day management are taken by the 

management company
2. In a self-managed mutual fund corporation, decisions relating to the 

day-to-day management are taken by the board of directors
3. In a limited partnership, decisions relating to the day-to-day 

management are taken by the general partner

The OFC shall be 
governed by its board 

of directors

DISTRIBUTION

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company

Distribution and 
passporting

Used for public 
placement in Hong 

Kong unless the 
CIS also qualifies 

under the Mainland 
China-Hong Kong 

Mutual Recognition of 
Funds Regime

Used for distribution 
to professional 

investors in 
Hong Kong

Used for private 
placement in 
Hong Kong

Used for public and 
private placement in 

Hong Kong

TAXATION

Retail CIS Non-Retail CIS Private Fund Open-ended 
Fund Company

Taxation

No Hong Kong profits tax
Stamp duty of 0.2% on transfer of Hong Kong 

stock. Stamp duty is not chargeable with 
respect to the initial allotment or redemption 

of either shares or units in a fund
The trustee of a REIT that directly holds 

Hong Kong property is subject to property tax 
(rate of 15%)

No Withholding Tax on dividends

Hong Kong sourced 
revenue profits 

derived from the 
private fund should 
be subject to profits 

tax (tax rate of 16.5% 
for corporations 
and of 15% for 

non-corporations)
No Withholding Tax 

on dividends
Stamp duty of 0.2% 
on transfer of Hong 
Kong stock. Stamp 

duty is not chargeable 
with respect to the 
initial allotment or 

redemption of shares 
in a fund

The profits of OFCs 
are tax exempt 
provided that 

relevant conditions 
under sections 26A, 
20AC and 20ACA of 
the Inland Revenue 

Ordinance (Cap. 112) 
are met

Stamp duty will not 
be payable on the 
initial allotment 
and cancellation 

of OFC shares upon 
redemption, but 

transfer of shares in 
OFCs will be subject to 

stamp duty
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c. Set-up, regulatory approval and time-to-market

All regulated investment vehicles are subject to initial approval and continuously regulated by the SFC. The 
registration process needs to be undertaken prior to the set-up and start of activity of the investment vehicle. Retail 
CIS qualifying under the Mutual Recognition of Funds regime will have to obtain additional approval from the CSRC.

As a preliminary step, the overall structure of the investment scheme must be defined. To this end, initiators of 
investment schemes will usually present with the local regulatory experts a term sheet summarising the main 
regulatory features of the scheme, as well as its governance and operational structure for them to conduct a 
preliminary analysis. In parallel, service providers also have to be selected if necessary.

As soon as this preliminary phase is completed, the regulatory approval process may begin. The table below lists the 
documents and information to be included in the application file to be submitted:

APPLICATION FILE CONTENT

Retail CIS Authorised Non-Retail CIS Open-ended Fund Company

Documents to 
be provided 

for all types of 
regulated vehicles

  Application form and information checklist available on the SFC website
  Constitutive documents
  Offering documents41 
  The investment scheme’s latest audited report (if any) and if more recent, the latest 

unaudited report
  Management company profile (if applicable)
  The trustee’s/custodian’s latest audited report
  The letter of consent to the appointment from the trustee/custodian42 
  The application fee in the form of a cheque payable to the SFC
   The letter nominating an individual to be approved by the SFC as an approved person 

containing the individual’s name, employer, position held and contact details, including, 
in so far as applicable, the address, telephone and facsimile numbers, and electronic 
mail address43 

Regulator 
reputational 

checks

  Promoter
 Directors of the management company
 Key personnel of the management company 
 Individual appointed as approved person

 Custodian
 Investment manager
 Directors

Specific 
documents

  Key facts statement
  Some additional qualification and experience checks for 

specialised investment schemes (e.g. persons employed by 
the management company of a futures and options fund)

  To be disclosed in 
the OFC Code to be 
promulgated by the 
SFC later on 

41 Please note that recognised Retail CIS and non-Hong Kong based schemes will also have to provide the Hong Kong offering documents.
42 Recognised Retail CIS or investment schemes already in existence do not require such letter of consent.
43  In addition, non-Hong Kong based Retail CIS will have to provide the Hong Kong representative agreement and undertaking and recognised Retail 

CIS must also supply evidence of the scheme’s authorised status in that jurisdiction.
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Following a six-month pilot programme (from 9 November 2015 to 8 May 2016) the SFC decided to adopt the 
revamped fund application and authorisation process (Revamped Process) effective since May 2016. The Revamped 
Process provides for a two-stream review approach for the processing of investment scheme applications, in 
accordance to which standard applications (covering less complicated investment scheme applications fulfilling 
certain criteria) will be under a fast-track procedure, while non-standard applications will be under an enhanced 
application procedure. The aim of the Revamped Process is to reduce time-to market, without compromising 
investor protection.

The chart below provides an indicative overview of the overall set-up and application process until the first closing of 
a regulated Hong Kong domiciled investment vehicle:
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It should be noted that the duration of the approval process will be (i) of 1-2 months from the application submission 
for standard applications and, (ii) of 2-3 months from the application submission for non-standard applications.

d. Set-up and operational costs44

The level of set-up and operational costs mainly depends on the regulated or unregulated nature of the investment 
vehicle, and on additional factors such as outsourcing options and distribution strategy.

The following table provides for an overview of the basic cost items to be taken into account.

Cost item
Retail CIS Non-Retail CIS Private Fund Open-ended Fund 

Company45

Legal structuring 
costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from 
a regulatory standpoint and mainly depend on the complexity of such a project

Tax structuring costs

Such costs relate to the preliminary analysis of an investment vehicle set-up project from a tax 
standpoint and mainly depend on the complexity of such a project and on its structure.
For instance, tax treatment of investments (possible interposition of holding companies) and of 
investors is a key aspect to take into account for such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase – and also 
depends on the track record of the project initiators (i.e. possibility to replicate foreign structures 
in Hong Kong via an adaptation of existing documentation)

44 Securities and Futures (Fees) Rules (Cap.571AF) Schedule 1.
45  Details of costs of set-up and operational costs of Open-ended Fund Companies will be further published by the SFC upon the implementation of the 

OFC regime. 

Type of 
vehicle

COUNTRY SECTIONS



108

Cost item
Retail CIS Non-Retail CIS Private Fund Open-ended Fund 

Company45

SFC fees

The SFC charges a one-off application fee 
amounting respectively to HKD 20,000 for 
single funds, HKD 40,000 for umbrella funds 
and HKD 5,000 per sub-fund. In addition, upon 
granting authorisation, the investment scheme 
will have to pay an authorisation fee and the 
first annual fee in order for the authorisation 
to become effective. Authorisation fees amount 
to respectively HKD 10,000 for a single fund, 
HKD 20,000 for an umbrella fund and HKD 
2,500 per sub-fund, while the annual fees 
amount to respectively HKD 6,000 for a single 
fund, HKD 7,500 for an umbrella fund and HKD 
4,500 per sub-fund

N/A N/A

Incorporation fees

Such fees only apply to investment vehicles taking a corporate form. An initial fee of HKD 1,720 
must be paid to the Companies Registry for private and public companies, and of minimum HKD 
170 up to a maximum of HKD 1,025 for companies limited by guarantee (fee amount depending 
on the number of members)

Service 
providers fees

Such fees generally depend on the structure and operational model of the investment scheme, 
and can range from very limited amounts (when most of the tasks are directly dealt with 
internally at the level of the investment scheme) to significantly high amounts (in the case of 
investment schemes requiring substantial expertise and outsourcing by virtue of their activity)
Typical service providers costs consist of:
– Management company costs (in case one is appointed)
– Depositary/custodian/trustee costs
– Central administration costs
– Auditor costs
– Legal and tax advisor costs
– Investment management/advisory costs
– Independent evaluator/appraiser costs
– Prime brokerage costs
– Etc.

Cross-border 
distribution and other 
communication/
marketing costs

Such costs (publications, leaflets, website, etc.) generally depend on the structure and 
operational model of the investment vehicle

Type of 
vehicle

Type of 
vehicle
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Type of 
vehicle

5. LATEST FUND PRODUCT TRENDS IN HONG KONG
Regulatory update

Revamped fund application and authorisation process (Revamped Process)

Following a six-month pilot programme, the SFC formally adopted the Revamped Process for new investment scheme 
applications (applying to Retail CIS, mandatory provident funds and pooled retirement fund products), effective 
9 May 2016.

The Revamped Process foresees two categories of investment scheme applications, namely “Standard Applications” 
and “Non-Standard Applications”. Standard Applications are meant to cover less complicated applications and will be 
under a fast-track procedure lasting 1 to 2 months from the application submission. Other applications will be treated 
as Non-Standard Applications which include an enhanced authorisation procedure of 2 to 3 months duration from the 
application submission.

Furthermore, it should be noted that the Revamped Process will be extended to eligible Mainland China funds applying 
for authorisation under the Mainland China – Hong Kong Mutual Recognition of Funds arrangement.

Open-ended Fund Company

An open-ended investment scheme may currently only be set up as a Unit Trust in Hong Kong due to the restrictions on 
redemption of shares of a Hong Kong incorporated company under the New Companies Ordinance. Accordingly, none of 
the Hong Kong domiciled open-ended Retail CIS adopts the form of a Hong Kong incorporated company.

However, on 10 June 2016 the Securities and Futures (Amendment) Ordinance 2016 (SF Amendment Ordinance) 
introducing the new open-ended fund company structure (OFC) was gazetted.

Pursuant to the SF Amendment Ordinance, an open-ended investment scheme may be set up in the form of a company 
by taking the form of an OFC, which will allow the flexibility to create and cancel shares in order to meet shareholder’s 
subscription and redemption requests. Additionally, OFCs will be able to distribute out of the share capital subject 
only to solvency and disclosure requirements, in contrast to conventional companies which have to comply with 
restrictions when proceeding with distributions out of the share capital. An OFC may adopt an umbrella structure and 
it may furthermore be offered either publicly or privately.

The aim of the introduction of the OFC is to enhance the set-up of Hong Kong domiciled investment schemes by using 
open-ended companies as fund vehicles in Hong Kong, and consequently to strengthen Hong Kong’s asset management 
industry and status as a fund hub. The introduction of the OFC regime will diversify fund types, expand the fund 
distribution network and promote fund origination.

The SFC will be in charge of the registration and regulation of the OFCs pursuant to the SFO, while the Companies 
Registry will be in charge of the OFCs’ incorporations and statutory corporate filings.

The commencement date of the SF Amendment Ordinance is yet to be appointed by the Secretary for Financial Services 
and the Treasury by notice published in the Gazette. The detailed operational and procedural aspects will be included in 
the OFC Rules, yet to be drafted by the SFC.
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2. MARKET OVERVIEW
a. Investment fund industry

Singapore has become a financial centre of international repute in recent years, and a growing number of Singapore-
domiciled investment vehicles are being established. Currently viewed as a pre-eminent asset management centre, 
the Singapore fund management market is considered to be one of the leading asset management locations in Asia. 
According to the 2015 Asset Management Survey published by the Monetary Authority of Singapore (MAS), the number 
of registered and licensed fund managers increased by 37 reaching the total number of 628 in 2015, whereas the 
total assets under management (AuM) increased by 9% to almost SGD 2,600 billion in December 2015, compared to 
SGD 2,400 billion in December 2014. Over the last five years, the industry’s AuM expanded at a 14% compound annual 
growth rate. Traditional and alternative AuM have increased by 4% and 29% respectively, with the alternative AuM 
breakdown, as shown in the chart below46.

Alternative assets under management by Singapore-based asset managers
as at December 2015

29%

33%

17%

21%

Hedge Fund Private Equity REIT Real Estate 

46  Source: 2015 Asset Management Survey, MAS, available at http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Surveys/Asset%20
Management/2015%20AM%20Survey%20Report.pdf, last accessed at 3 November 2016.
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In 2015, 80% of the total AuM was sourced from outside Singapore, demonstrating Singapore’s primary role in serving 
regional and international investors. The figures also showed that the Asia-Pacific region continued to be a preferred 
investment destination for the Singapore-based asset managers. The origin of funds and the investments of funds by 
region at the end of 2015 are illustrated in the charts below47.

Source of assets under management of funds
offered in Singapore by region

56%

9%

17%

18%

Asia-Pacific Europe North America Other

Investment destination for Singapore-based
asset managers by region

 

68%

7%

13%

12%

Asia-Pacific Europe North America Other

47  Source: 2015 Asset Management Survey, MAS, available at http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Surveys/Asset%20
Management/2015%20AM%20Survey%20Report.pdf, last accessed at 3 November 2016.
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The 2015 data show that investors favoured investment strategies that offered stable and uncorrelated returns in a 
low yield environment, with investor allocations to bonds rising from 20% to 23% of AuM and alternatives from 18% 
to 20% of AuM respectively. In the meantime, allocation to equities declined from 47% to 43% of AuM. The chart below 
illustrates the investment by asset class breakdown48.

Investment by asset class in Singapore
as at December 2015

43%

4%
10%

23%

20%

Equities Bonds Alternatives CIS Cash/Money Markets

A key aspect of Singapore’s financial centre is its strong capital markets. The Singapore Exchange (SGX) is a preferred listing 
location of over 760 companies, with more than 40% of SGX’s listings being companies based outside of Singapore49.

In order to enhance its access to regional markets, Singapore is participating in the ASEAN Collective Investment Scheme 
Framework between Singapore, Malaysia and Thailand launched in August 2014. The ASEAN Collective Investment 
Scheme Framework allows fund managers based in one of the participating jurisdictions to offer units of a fund 
authorised in the home jurisdiction to retail investors in host jurisdictions under a streamlined authorisation process. 

Although Singapore had signed a statement of intent on the establishment of the Asia Region Funds Passport 
framework (ARFP) and had planned to participate in the ARFP framework, it withdrew due to the fact that the 
framework did not address unequal tax treatment and accordingly would not be beneficial to fund managers in 
Singapore. It is still possible, however, that Singapore will join the Asia Region Funds Passport framework at a later 
stage. Singapore remains open to participating in the ARFP if the impediment of unequal tax treatment is resolved50.

According to the MAS 2015 Asset Management Survey, the success of Singapore as a major financial centre and its 
ability to attract investment funds may be attributed to several factors including:

 The broad range of investment vehicles offered by Singapore

 The stability of Singapore’s

 – Political, economic and social environment 

 – Legal and regulatory framework 

 – Taxation regime

48  Source: 2015 Asset Management Survey, MAS, available at http://www.mas.gov.sg/~/media/MAS/News%20and%20Publications/Surveys/Asset%20
Management/2015%20AM%20Survey%20Report.pdf, last accessed at 3 November 2016.

49  Source: 2016 Annual report, July 2015 – June 2016, SGX, available at http://files.shareholder.com/downloads/ABEA-
69RPAC/3146924627x0x906184/6F03DAA5-806B-4CAB-B163-2A231C967BD1/SGX-Annual-Report-2016-.pdf, last accessed at 3 November 2016. 

50  Source: The Straits Times, 16 September 2015, “Singapore holds off on APEC fund deal over tax”, available at http://www.straitstimes.com/business/
companies-markets/spore-holds-off-on-apec-fund-deal-over-tax, last accessed at 21 November 2016.
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  The significant ease in doing business, with Singapore ranked second in the World Bank’s Doing Business 
2017 Report51 

 The expertise and responsiveness of MAS, the Singapore supervisory authority for the financial sector

 Singapore’s location, the use of English as the main business language and a highly educated and skilled workforce

b. Investment vehicle range

Singapore offers a broad range of solutions for the creation of regulated and unregulated investment vehicles.

In Singapore, funds can be open-ended, offered as collective investment schemes (CIS) to Singapore investors, or 
closed-end funds52. CISs are regulated under the Securities and Futures Act (Cap. 289) of Singapore (SFA) and are 
defined thereunder to mean arrangements in respect of any property:

 (i)  Under which the participants do not have day-to-day control over the management of the property and the 
property is managed as a whole by or on behalf of a manager

 (ii)  Under which the contributions of the participants and the profits or income from which payments are to be 
made to them are pooled, and

 (iii)  The purpose or effect, or purported purpose or effect, of which is to enable the participants (whether by 
acquiring any right, interest, title or benefit in the property or any part of the property or otherwise):

  (a)  To participate in or receive profits, income, or other payments or returns arising from the acquisition, 
holding, management, or disposal of, the exercise of, the redemption of, or the expiry of, any right, interest, 
title or benefit in the property or any part of the property, or

  (b) To receive sums paid out of such profits, income or other payments or returns

A closed-end fund constituted as an entity or trust is excluded from the definition of a CIS and is not required 
to comply with the regulatory regime under the SFA which relates to CISs, although it should be noted that an 
arrangement which is a trust that invests primarily in real estate and real-estate related assets and has its units 
listed for quotation on a securities exchange is not deemed as a closed-end fund under the SFA, in which case it will 
have to comply with the same regulatory regime as a CIS. Further still, the Securities and Futures (Closed-end Funds) 
(Excluded Arrangements) Notification 2013 provides that certain arrangements having the characteristics as described 
below, will be considered to be CISs and will be subject to the same regulatory regime as a CIS: 

 (i) The arrangement is constituted on or after 1 July 2013

 (ii)  All or most of the units issued under the arrangement cannot be redeemed at the election of the holders of 
the units

 (iii)  under the investment policy of the arrangement, investments are made for the purpose of giving participants 
in the arrangement the benefit of the results of the investments, and not for the purpose of operating a business

 (iv) The arrangement has one or more of the following characteristics:

  (a)  The investment policy of the arrangement is clearly set out in a document that is provided to each 
participant in the arrangement before, or at the time, the participant invests in the arrangement

  (b)  There is a contractual relationship between the entity in which the investments are made and every 
participant in the arrangement, which requires the entity to comply with the investment policy, as amended 
from time to time, of the arrangement 

  (c)  The investment policy of the arrangement sets out the types of authorised investments, and the investment 
guidelines or restrictions, that apply to the arrangement

Any CIS that is offered in Singapore is required to be authorised or recognised by MAS. 

51  Source: Doing Business 2017 Report, The World Bank, available at http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-
Reports/English/DB17-Report.pdf, last accessed at 4 November 2016. 

52  A closed-end fund is defined under the SFA as an arrangement under which units that are issued are exclusively or primarily non-redeemable at the 
election of the holders of units.
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There are four main types of CIS offered to investors in Singapore:

 (i) Authorised schemes which are constituted in Singapore (Authorised CIS)

 (ii) Recognised schemes which are constituted outside of Singapore (Recognised CIS)

 (iii)  CIS which are offered to accredited investors and other relevant persons53, referred to as restricted Singapore 
schemes for funds constituted in Singapore (Restricted Singapore CIS) and restricted foreign schemes for funds 
constituted outside Singapore (Restricted Foreign CIS), (collectively, Restricted CIS), and

 (iv)  Authorised CIS that are assessed by MAS as suitable to apply to a host regulator in the ASEAN CIS Framework 
for offering its units to the public in the host jurisdiction (Qualifying CIS) 

3. REGULATORY FRAMEWORK
The SFA is the primary legislation governing the establishment and operation of investment funds in Singapore. In 
addition, under the SFA, MAS can issue regulations, guidelines and notices. A subsidiary legislation issued by MAS 
under the SFA is the Securities and Futures (Offers of Investments) (Collective Investment Schemes) Regulations 2005 
(SFR). Retail funds are also required to comply with the provisions of the Code on Collective Investment Schemes (CIS 
Code), also issued by MAS. 

Even though there is no separate regime for alternative investment funds in Singapore, money market funds, hedge 
funds, capital guaranteed funds and index funds will be subject to the requirements set out in the relevant appendices 
to the CIS Code if they qualify as a CIS. In addition to the aforementioned legislation, Qualifying CIS must also comply 
with the Standards of Qualifying CIS, a set of rules and regulations agreed amongst the ASEAN Capital Markets 
Forum members under the ASEAN CIS Framework. CIS offered solely to institutional investors54 are exempted from all 
authorisation and prospectus requirements under the SFA.

The most common structure used to set up a CIS in Singapore is the unit trust, which follows the English unit trust 
model and is governed by the SFA and the Trustees Act (Cap. 337) of Singapore. The unit trusts in Singapore can be 
structured as umbrella funds, single funds and feeder funds.

Under certain conditions, CISs constituted as unit trusts can be granted the Designated Unit Trust (DUT) status under 
the Income Tax Act (Cap. 134) of Singapore (ITA) to benefit from favourable tax incentives.

In addition, each of the Enhanced Tier Fund Scheme under section 13X of the ITA and the Offshore Fund Scheme under 
section 13CA of the ITA may allow CISs to benefit from favourable tax exemptions in respect of ‘specified income’ from 
‘designated investments’. 

53 As defined in section 4A (a) and section 305(5) of the SFA respectively.
54 As defined in section 4A (c) of SFA.
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4. SINGAPORE REGULATED INVESTMENT VEHICLES
a. Overview 

All forms of fund investment vehicles are regulated by MAS in Singapore. The most common fund structure deployed 
in Singapore is the unit trust. A unit trust is a form of trust which is constituted by a trust deed where the trust assets 
are vested in a trustee. While the trustee holds the property, the day-to-day operations of the assets of a trust are 
usually handled by the manager of such trust.

The SFA and its subsidiary regulations regulate the contents of trust deeds to ensure that unitholders are accorded 
adequate protection.

b. Description of regulated investment vehicle structures available

The following tables offer a comparative view of the 4 investment vehicles regimes available in Singapore:

REGULATORY FEATURES

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Regulation level Highly regulated Less regulated Highly regulated Highly regulated

Regulator MAS

Authorisation 
procedure

MAS approval of the 
CIS is mandatory prior 

to its launch

Notification of the CIS 
to MAS is mandatory 

prior to its launch

MAS approval of 
Authorised CIS is 

mandatory prior to 
its launch, then MAS 
approval of Qualifying 

CIS for passporting

MAS recognition of the 
CIS is mandatory

Common 
structure used Unit trust

Unit trust (for 
Restricted 

Singapore CIS)
Local requirements 

apply (for Restricted 
Foreign CIS)

Unit trust Local 
requirements apply

Voting rights No general voting rights attached to a unit trust Local requirements 
apply

Eligible investors
Retail

Accredited
Institutional

Accredited
Other relevant 

persons
Institutional

Retail 
Accredited

Institutional

Retail
Accredited

Institutional

Maximum number 
of shareholders/

unitholders
No limit

No limit, except in the 
case of Registered 
Fund management 

Companies: up to 30 
‘qualified investors’

No limit Local requirements 
apply

Minimum number 
of unitholders At least 1 At least 1 At least 1 Local requirements 

apply

Minimum 
investment

None, except for retail 
single hedge funds 
(SGD 100,000) and 

retail funds of hedge 
funds (SGD 20,000)

SGD 200,000 (or its 
equivalent in a foreign 
currency) for all other 
persons (not being a 
relevant person or 

institutional investor)

None

None, except for retail 
single hedge funds 
(SGD 100,000) and 

retail funds of hedge 
funds (SGD 20,000)
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REGULATORY FEATURES

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Segregated 
compartments 

(sub-funds)
Yes, with full legal segregation of assets and liabilities between sub-funds

Investment 
restrictions

Only transferable 
securities, money 

market instruments, 
eligible deposits, units 

in other schemes, 
financial derivatives 

and shares or 
securities equivalent 
to shares that are not 

listed for quotation 
or quoted and have 

not been approved for 
listing for quotation 

on an organised 
exchange55

General risk 
diversification limits 
for all Authorised CIS 
and detailed specific 
risk diversification 
limits for money 
market funds, 

hedge funds, capital 
guaranteed funds, 
index funds and 
property funds

None; although it 
should be noted 

that the total value 
of the assets under 

management for 
registered fund 
management 

companies shall 
not exceed SGD 

250,000,000

Only transferable 
securities, money 

market instruments, 
deposits, units in 

other CIS and financial 
derivatives 

 Detailed risk 
diversification limits 

for each type of 
investment product as 
per the Standards of 

Qualifying CIS 

MAS would only 
recognise a foreign 
retail fund if it is 

subject to investment 
guidelines in its home 
jurisdiction which are 
substantially similar 
to those of Singapore

Offering and 
subscription 
documents

Prospectus
Product highlights 
sheet (for unlisted 
CIS and exchange 

traded funds)
Constitutive 
documents

Subscription form/
agreement

Information 
memorandum
Constitutive 
documents

Subscription form/
agreement

Prospectus
Product highlights 
sheet (for unlisted 
CIS and exchange 

traded funds)
Constitutive 
documents

Subscription form/
agreement

Prospectus prepared 
in accordance with 

Singapore law 
requirements (retail)
Local requirements 

apply

Investors 
reporting

i) Half-yearly financial statements and semi-annual report56

ii) Annual audited financial statements and annual report

55  An Authorised or Recognised CIS included as an eligible investment under the Central Provident Fund Investment Scheme is also required to comply 
with the CPF Investment Guidelines (CPFIG) (in addition to the CIS Code and all other applicable MAS requirements) and is only allowed to invest 
in certain permissible investments as described in paragraph 1.1 of the said Guidelines. Further, such CISs are also obliged to adhere to the risk 
diversification limits as described in the CPFIG.

56 Hedge funds require additional quarterly reporting.
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OPERATIONAL FEATURES

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Required service 
providers57

Management company (unit trust) 
Trustee (unit trust)58 and custodian

Representative
Manager licensed 

or regulated in 
the jurisdiction of 
its principal place 

of business
Local requirements 

apply

Auditor

Listing possible Yes

Net asset value 
(NAV) calculation

At least every dealing day
Local requirements 

applyAt least once a month 
In the case of a property fund, full valuation at least once a year

Corporate 
governance Decisions relating to the day-to-day management are made by the management company

DISTRIBUTION

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Distribution and 
passporting Public placement Private placement

Public placement 
within Singapore 

and in other member 
jurisdictions pursuant 

to the passport 
under the ASEAN CIS 

Framework

Public placement

57 Only main service providers are listed here.
58 In the case of a unit trust, a custodian is not required if the trustee holds the assets.
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TAXATION

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Taxation

Designated Unit Trusts 
(DUT) are tax exempt 
for ‘specified income’ 

from ‘designated 
investments’

Tax exempt for 
‘specified income’ 
from ‘designated 

investments’ if the 
fund qualifies for 
exemption under 

section 13X of the ITA
No withholding tax 

on dividends

Tax exempt for 
‘specified income’ 
from ‘designated 

investments’ if the 
fund qualifies for 
exemption under 

section 13X of the ITA

Generally tax exempt 
in host jurisdiction

Home tax laws 
apply (in this case 

Singapore law)

Tax exempt for 
‘specified income’ 
from ‘designated 

investments’ if the 
fund qualifies for 
exemption under 

section 13CA of the ITA

c. Set-up, regulatory approval and time-to-market

Under section 285(1) of the SFA, no person shall make an offer of units in a CIS unless the CIS has been authorised 
or recognised.

For a CIS constituted in Singapore, the manager must hold a CMS licence for fund management (or be exempted from 
holding a CMS licence or be a public company in certain cases), and be considered ‘fit and proper’ by MAS. The trustee 
of such CIS must also be approved by MAS.

For a CIS constituted outside of Singapore, the foreign CIS must be recognised by MAS before it can offer units to 
retail investors in Singapore. The manager of such foreign CIS must be licensed or regulated in the jurisdiction of its 
principal place of business and be considered ‘fit and proper’ by MAS. Recognised CIS are not subject to the investment 
restrictions as set out in the CIS Code. However, MAS will only recognise a foreign CIS if the CIS affords protection to 
investors in Singapore at least equivalent to that provided under the SFA. There must be a representative of the CIS in 
Singapore to act as a liaison between investors and the foreign manager.

Moreover, under section 296(1) of the SFA, an offer of units in a CIS can only be made if a prospectus in respect of the 
offer prepared in accordance with the applicable requirements has been lodged and registered with MAS.

Each of sections 302A, 302B, 302C, 303, 304 and 305 of the SFA could operate to exempt certain offers of units in a CIS 
from the prospectus requirement. In particular, an offer of units in a Restricted CIS does not require a prospectus by 
virtue of section 305 of the SFA (offer made to accredited investors and certain other persons).
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All references to Forms in the following table are to forms in the SFR.

APPLICATION FILE CONTENT

Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Documents to 
be provided 

for all types of 
regulated vehicles

  Prospectus 
(Form 6)

  Risk management 
process (if 
applicable)

  Listing documents 
(if applicable)

  Trust deed and 
confirmation of 
trustees that 
the trust deed 
complies with 
requirements of 
the SFR 

  Information 
Memorandum

  ASEAN CIS 
application form

  Offering 
documents/
prospectus for use 
in host country

  Letter of approval 
of scheme by MAS

  Undertaking to 
submit to the 
non-exclusive 
jurisdiction of 
host jurisdiction

  Prospectus 
(Form 6)

  Risk management 
process (if 
applicable)

  Letter of approval 
of scheme by 
home regulator

Regulator 
reputational 

checks

Manager/advisor approved either by way of registration as a management company or a fund advisor
Manager must be a ‘fit and proper person’ in the opinion of MAS

Specific 
documents Form 1 Notification Form

For funds constituted 
in Singapore: Form 

1A (for existing 
authorised funds) 
and Questionnaire 

Form 2

The chart below provides an indicative overview of the overall set up and application process until the first closing of 
an Authorised CIS or Recognised CIS in Singapore:
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Project management

Kick off 
discussions

Fund documentation 
drafting to have a 

complete and ready 
application file for MAS

MAS regulatory approval process: from submission of 
the application file until formal approval received

Fundraising 
and marketing

Fund launch

Fund 
incorporation/ 
establishment

Term sheet

Preliminary
analysis 1

Determination of the 
key features of the 
investment vehicle

Filing of the 
application file 
with MAS

MAS formal approval Effective launch First closing1 2 3 4 5

2

3

4

5
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Below is an indication of the time-to-market, i.e. the time it takes from the inception of the project and submission of a 
complete application file to MAS until the authorisation/recognition and launch of a regulated CIS. In practice, shorter 
or longer time frames may be achieved on a case-by-case basis:

  Authorised CIS and Recognised CIS: between 4-6 weeks for the preparation of the application file and another 7-9 
weeks from the submission of the application file until commencement of the activities

  Restricted CIS: between 2-3 weeks for the preparation of the online notification and another 3-4 weeks from the 
submission of the application file until commencement of the activities 

 Qualifying CIS: time-to-market in host country depends on regulations and processes of relevant host country

d. Set up and operational costs

The level of set up and operational costs mainly depends on the regulated or unregulated nature of the investment 
vehicle, and on additional factors such as outsourcing options and distribution strategy.

The following table provides for an overview of the basic cost items to be taken into account.

Cost item
Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

Legal structuring 
costs

Such costs relate to the preliminary analysis of a CIS set-up project from a regulatory standpoint 
and mainly depend on the complexity of such a project

Tax structuring costs

Such costs relate to the preliminary analysis of a CIS set-up project from a tax standpoint and 
mainly depend on the complexity of such a project and on its structure.
For instance, tax treatment of investments and of investors is also a key aspect to take into 
account for such costs

Drafting of legal 
documentation

This item is closely linked with the outcome of the preliminary structuring phase and also 
depends on the track record of the project initiators (i.e. possibility to replicate foreign structures 
in Singapore via an adaptation of existing documentation)
For Authorised CIS, Recognised CIS and Qualifying CIS which are targeted to retail investors, the 
drafting of prospectuses in accordance with the SFA may generate significant costs

Type of 
vehicle
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Cost item
Authorised CIS Restricted CIS Qualifying CIS Recognised CIS

MAS fees

Review of the initial 
application for 
authorisation:
– SGD 1,200
Lodgement of 
prospectus with MAS: 
– SGD 2,000 
Lodgement of 
supplementary 
prospectus: 
– SGD 2,000 
Lodgement of 
amendments to 
prospectus: 
– SGD 1,000
Review of the 
application for 
approval to act as 
trustee: 
– SGD 500
For the year that a 
public company is 
approved to act as 
trustee for collective 
investment schemes 
and each year that 
the public company 
continues to be so 
approved:
– SGD 2,000 per 
annum (if applicable)

Fee for notification 
of offer of 
Restricted CIS:
– SGD 250
Fee for new 
notification of 
a previously 
authorised/
recognised scheme
– SGD 50
Annual declaration 
for restricted scheme:
– SGD50
Review of the 
application for 
approval to act as 
trustee: 
– SGD 500
For the year that a 
public company is 
approved to act as 
trustee for collective 
investment schemes 
and each year that 
the public company 
continues to be so 
approved:
– SGD 2,000 per 
annum (if applicable)

Review of the initial 
application for 
approval:
– SGD 1,200

* Additional fees will 
be charged by host 
regulators in Malaysia 
and/or Thailand

 

Review of the initial 
application for 
recognition:
– SGD 1,200
Lodgement of 
prospectus with MAS: 
– SGD 2,000 
Lodgement of 
supplementary 
prospectus: 
– SGD 2,000 
Lodgement of 
amendments to 
prospectus: 
– SGD 1,000

Service 
providers fees

Such fees generally depend on the structure and operational model of the CIS, and can range 
from very limited amounts (when most of the tasks are directly dealt with internally at the level 
of the CIS) to significantly high amounts (in the case of CIS requiring substantial expertise and 
outsourcing by virtue of their activity)
Typical service provider costs consist of: 
– Trustee company/manager fees 
– Auditor costs
– Legal and tax advisor costs
– Independent evaluator/appraiser costs
– Prime brokerage costs
– Fund administrator fees
– Etc.

Other communication 
and marketing costs 

Such costs (publications, leaflets, website, etc.) generally depend on the structure and 
operational model of the CIS

Type of 
vehicle
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5. LATEST FUND PRODUCT TRENDS IN SINGAPORE
Regulatory update

FinTech Regulatory Sandbox

On 16 November 2016, MAS issued a set of guidelines relating to a regulatory sandbox for the development and 
implementation of financial technology (FinTech) solutions.

The regulatory sandbox allows a financial institution or any interested firm (Applicant) to apply to enter a regulatory 
sandbox to experiment with innovative financial services in the production environment but within a well-defined space 
and duration (FinTech Regulatory Sandbox). The FinTech Regulatory Sandbox shall include appropriate safeguards 
to contain the consequences of failure and maintain the overall safety and soundness of the financial system. Upon 
approval, the Applicant becomes the entity responsible for deploying and operating the Fintech Regulatory Sandbox 
(Sandbox Entity), with MAS providing appropriate regulatory support by relaxing specific legal and regulatory 
requirements prescribed by MAS, which the Sandbox Entity will otherwise be subject to, for the duration of the 
FinTech Regulatory Sandbox. 

Depending on the proposed FinTech solution, the Applicant involved and the proposal made to MAS, MAS will 
determine the specific legal and regulatory requirements which it is prepared to relax for each case. Examples of 
such legal and regulatory requirements which MAS may consider relaxing for the duration of the FinTech Regulatory 
Sandbox are set out in annex A to the guidelines and are as follows:

a. Asset maintenance requirements
b. Board composition
c. Cash balances
d. Credit rating
e. Financial soundness
f. Fund solvency and capital adequacy
g. Licence fees
h. Management experience
i. MAS Guidelines, such as technology risk management and outsourcing guidelines
j. Minimum liquid assets
k. Minimum paid-up capital
l. Relative size
m. Reputation
n. Track record

The approval process for proposed sandboxes (extracted from the guidelines) is as follows:

Applicant 
submits a 
sandbox 

application 
to MAS

Proceed to 
deploy on 
a broader 

scale

Sandbox 
application is 
not suitable

Sandbox 
application is 
not suitable

Sandbox 
failed

change 
requests

adjustments

Experiment 
potentially 

suitable

Sandbox 
application 
approved

Sandbox 
extended

Estimated 
Timeline

MAS informs applicant 
of the final status of its 

sandbox application

MAS informs applicant of 
the potential suitability of 

its sandbox application

MAS and the applicant/sandbox entity will be in communication

Sandbox 
’pre-application’ 

clarification

T1TO
Up to 21 

working days

Application
Stage

Evaluation
Stage

Experimentation
Stage
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At the end of the FinTech Regulatory Sandbox period, the legal and regulatory requirements relaxed by MAS will expire 
and the Sandbox Entity must exit from the FinTech Regulatory Sandbox. The Sandbox Entity must ensure that any 
existing obligation to its customers of the financial service under experimentation must be fully fulfilled or addressed 
before such exit. The Sandbox Entity can proceed to deploy the financial service under experimentation on a broader 
scale, provided that: 

a.  Both MAS and the Sandbox Entity are satisfied that the FinTech Regulatory Sandbox has achieved its intended 
test outcomes

b. The Sandbox Entity can fully comply with the relevant legal and regulatory requirements 

Crowdfunding

On 8 June 2016, MAS announced its policy update on securities-based crowdfunding. Recognising that the current 
regulatory regime in Part XIII of the SFA does not currently take into account the model of a securities-based 
crowdfunding model, MAS has released new guidelines on what it considers to be sufficient compliance with the 
advertising restrictions whenever reliance is placed on the prospectus exemptions provided in section 272A (Small 
Offers), section 272B (Private Placement) or section 275 (Accredited Investors and other relevant persons) of the SFA. 

MAS has also agreed to ease requirements in the existing guidelines on personal offers made pursuant to the 
exemption for Small Offers. Currently the guidelines on Small Offers require that both the “Knowledge/Experience 
Test” and the “Suitability Assessment Test” are administered to any potential investor to pre-qualify such investors 
to whom the offer will be made. 

Where an offering is made through a securities-based crowdfunding platform, the guidelines on Small Offers will 
be amended such that the operator of this crowdfunding platform only needs to ensure that either the Knowledge/
Experience Test or the Suitability Test is administered. The operator will also need to provide the investor with a 
risk disclosure statement in a prescribed format and to obtain the investor’s acknowledgement that he has read and 
understood such risk disclosure statement.

Open-ended Investment Company (OEIC)/Singapore Variable Capital Company (S-VACC)

In March 2016, Singapore’s government announced that MAS together with the Accounting and Corporate Regulatory 
Authority are conducting a study in order to introduce an OEIC framework in 201759. The OEIC will undertake the main 
activities of an investment fund, including the issuance and redemption of shares on a regular basis and appointment 
of fund managers and custodians. Furthermore, it would be possible to structure an OEIC as an umbrella fund, with 
each sub-fund having different investment objectives, investors, assets and liabilities. The introduction of the OEIC 
aims to offer a more efficient fund administration structure for asset managers based in Singapore and to consolidate 
the position of Singapore as a globally competitive asset management hub.

It was stated in the MAS 2015 Asset Management Survey that Singapore will introduce a new corporate and regulatory 
framework, the S-VACC Act, to facilitate fund domiciliation in Singapore and build up fund administration capabilities. 

Consultation Paper on Proposed Amendments to the CIS Code

On 21 July 2014, MAS consulted on a proposal to give retail investors access to CISs that invest solely in gold, silver 
and platinum (Precious Metals Fund). The consultation closed on 1 September 2014 and MAS published its response 
to the feedback on 22 September 2015. On 10 November 2016, MAS published a consultation paper on the proposed 
amendments to the CIS Code to effect the policy proposal set out in its response paper and has inter alia proposed to 
allow Precious Metals Funds to invest in gold, silver and platinum as all three metals are considered as comparable 
to financial assets. 

59  Please see the keynote address at the Investment Management Association of Singapore 17th Annual Conference on 16 March 2016, available at 
http://www.mas.gov.sg/News-and-Publications/Speeches-and-Monetary-Policy-Statements/Speeches/2016/Keynote-Address-at-IMAS-17th-Annual-
Conference.aspx, last accessed at 8 September 2016
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MAS is proposing to impose additional requirements on Precious Metals Funds in addition to the requirements for fund 
approval and prospectus registration which apply to all retail offers in a collective investment scheme as follows:

a.  Where a Precious Metals Fund invests in gold and silver, the fund must follow the London Bullion Market 
Association’s gold prices and good delivery rules 

b.  Where a Precious Metals Fund invests in platinum, the fund must follow the London Platinum & Palladium Market’s 
prices and good delivery rules

c.  The prospectus of a Precious Metals Fund should state clearly that an investment in the Precious Metals Fund 
carries risks of a different nature from other types of funds which invest in transferable securities and that it is not 
intended to be a complete investment programme for any investor 

MAS is currently seeking comments on the proposed additional requirements for Precious Metals Funds and views 
on (i) imposing a net asset value cap on a Precious Metals Fund’s investments in silver and/or platinum; or (ii) only 
allowing a Precious Metals Fund to invest in gold, for a start. 
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H. LATEST CHANGES TO THE EU REGULATORY LANDSCAPE
1. THE EU REGULATORY FRAMEWORK
Since 1985, the regulatory framework of Undertakings for Collective Investment in Transferable Securities (UCITS) 
has been progressively harmonised at the European Union (EU) level, with a view to creating a single market for 
regulated retail investment funds. This harmonisation process has led to the emergence of the UCITS brand, which 
is recognised worldwide. As of today, the legislative itinerary of UCITS includes five directives, the fifth of which (the 
UCITS V Directive) entered into force on 18 March 2016.

In parallel, events such as the 2007/2008 financial crisis or the Madoff scandal have led the European institutions to 
extensively modify and supplement the legal and regulatory framework of the EU financial and fund industry. This has 
been undertaken in order to lay the foundations of a secure financial system that supports the real economy and to 
promote higher standards of investor protection and transparency.

The G20 London Summit of 2 April 2009 concluded that the stability of the financial system requires that all significant 
financial market players be subject to appropriate regulation and supervision. 

The European Commission released a first proposal for an EU directive that would regulate alternative investment fund 
managers only one month later in May 2009, and Directive 2011/61/UE of the European Parliament and of the Council 
(AIFMD) on Alternative Investment Fund Managers (AIFMs) was adopted on 8 June 2011 with the aim of establishing 
common requirements governing the authorisation and supervision of AIFMs in order to provide a coherent approach to 
systemic risks and their impact on investors and markets in the European Union. The AIFMD was due for transposition by 
all EU member states by 22 July 2013.

The AIFMD has introduced a harmonised regulatory framework applicable to all managers of so-called alternative 
investment funds (AIFs), a concept broadly defined by the AIFMD in order to capture all collective investment vehicles 
that would not fall within the scope of the UCITS Directive and fulfil the conditions to be qualified as an AIF. It has 
significantly enhanced the level of protection and transparency offered to AIF investors.

In 2014, the UCITS V Directive was adopted in order to continue the EU harmonisation process of the UCITS regulatory 
framework while aligning remuneration rules applicable to UCITS managers, and UCITS depositary duties and liabilities, 
based on the standards established by the AIFMD for AIFs and AIFMs. 

The AIFMD and UCITS V Directive have therefore resulted in achieving presumably the most protective and 
harmonised regulatory framework for both UCITS and AIFs, and their investors.

Finally, alongside the AIFMD and UCITS V Directive, the Europe 2020 Strategy as set out in the Commission 
Communication of 3 March 2010 entitled “Europe 2020: A strategy for delivering smart, sustainable and inclusive 
growth”, has led to the implementation of three new harmonised EU investment fund regimes:

 The European Venture Capital Funds (EuVECA) regime

 The European Social Entrepreneurship Funds (EuSEF) regime

 The European Long-Term Investment Funds (ELTIF) regime

These new investment products are now available in each EU member state, and complement a range of local 
investment vehicles with the primary objective of stimulating the EU market by encouraging investments in start-ups, 
supporting social entrepreneurship and boosting long term investment in the real economy.

This section aims at providing the reader with an overview of:

 The amendments introduced by the UCITS V Directive

 The main requirements of the AIFMD 

 The key features of the EuVECA, EuSEF and ELTIF regimes
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2. UCITS V DIRECTIVE
The UCITS V Directive was adopted by the European Parliament and the Council on 23 July 2014 and entered into force 
on 18 March 2016, with the aim of strengthening the UCITS IV Directive, rather than overwriting it.

The main areas of reform of the UCITS V Directive include:

 The requirements, duties and liabilities of UCITS depositaries

 The remuneration policies applicable to UCITS asset managers 

 The creation of an administrative sanctions regime for a catalogue of breaches

In particular, the above changes introduced by the UCITS V Directive may be resumed as follows:

Depositary requirements

UCITS may only appoint one depositary which will have to be an eligible entity, i.e. it must either be a national central 
bank, a credit institution or another legal entity authorised to provide depositary services and subject to prudential 
supervision as well as the capital adequacy requirements as set out in Directive 2013/36/EU of the European 
Parliament and of the Council of 26 June 2013 on access of the activity of credit institutions and the prudential 
supervision of credit institutions and investment firms, amending Directive 2002/87/EC and repealing Directives 
2006/48/EC and 2006/49/EC (CRD IV). Furthermore, the appointed depositary will have to be located in the same 
member state as the UCITS fund.

Depositary duties

The UCITS V Directive redefines the depositary’s activities and responsibilities with regard to safekeeping, ensuring an 
alignment with AIFMD. Additionally, the safekeeping functions have been divided in two different categories, depending 
on the nature of the relevant assets: the depositary shall have custody duties with regard to financial instruments, 
and asset monitoring duties in relation to other assets. The asset monitoring duties will be limited to ownership 
checks and record keeping duties.

The new depositary regime also introduces a uniform set of oversight functions of the depositary, thereby eliminating 
any previously existing distinction of such functions based on the UCITS’s legal form (SICAV or FCP). Notably, the 
appointed depositary shall be in charge of (i) controlling the issuance, repurchase and redemption, as well as the 
cancellation of shares/units, (ii) controlling the NAV calculation, (iii) ensuring compliance with the investment 
restrictions, etc.

Furthermore, the appointed depositary will be entrusted with cash monitoring functions, which entail the monitoring 
of all cash flows. Specifically, the depositary must ensure the proper reception by the UCITS of any subscriptions 
and monies, as well as the proper booking of cash in segregated accounts opened in the name of the UCITS (or the 
management company, where applicable).

Lastly, the delegation of the depositary’s duties will be restricted to safekeeping duties. If the provisions relating to 
delegation largely mirror the ones provided for by AIFMD, it should be noted that they nevertheless differ with regard 
to (i) the depositary’s liability, which may not be contractually excluded or limited, and (ii) the information which must 
be included in the prospectus of the UCITS, i.e. the prospectus shall set out the description of the delegated safe-
keeping functions and identify the delegate as well as any potential conflicts of interest arising from the delegation.

Depositary liability regime

The UCITS V Directive provides that the liability for any losses suffered by the UCITS and/or its investors as a result 
of the depositary’s breach of its duties shall remain with the depositary (even in case of delegation). In addition, 
stringent liability rules have been introduced in the case that UCITS’ assets under custody are lost. Should any financial 
assets held in custody be lost, the depositary must return identical financial assets (if the assets are fungible) or a 
corresponding amount of assets without undue delay.
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Remuneration policies applicable to UCITS asset managers

Remuneration policies applicable to UCITS asset managers have been introduced under the UCITS V Directive to 
discourage any risk-taking behaviour and to prevent potential conflicts of interest.

In particular, the management body of the management company shall be required to adopt a remuneration policy and 
significant management companies will also be required to establish a remuneration committee. The remuneration 
policies will apply to all “identified staff” (including senior managers, risk takers, control functions, etc.). 

Furthermore, the UCITS V Directive sets out a list of requirements that all UCITS managers’ remuneration policies 
must comply with. Remuneration policies will have to be applied in a manner proportionate, amongst others, to the 
size and internal organisation of the management company.

Administrative sanctions regime

The UCITS V Directive introduces a set of sanctions to be applied in case of breach. Notably, the possible sanctions 
include public statements, the suspension or even the withdrawal of the management company’s license and 
maximum administrative pecuniary sanctions amounting to at least twice the amount of the benefit deriving from 
the breach or (i) up to EUR 5,000,000 for legal persons or 10% of their turnover, and (ii) up to EUR 1,000,000 for 
natural persons.

In addition, member states are encouraged to implement mechanisms to encourage so called “whistle-blowing”, 
i.e. the reporting of potential infringements of the national provisions transposing the UCITS V Directive.

UCITS V Regulation

The UCITS V Directive is supplemented by the European Commission Delegated Regulation EU 2016/438 with regard 
to obligations of depositaries (UCITS V Regulation), which was published on 24 March 2016, entered into force on 
12 April 2016 and has been applied since 13 October 2016. The UCITS V Regulation sets out more detailed provisions 
concerning the depositary’s obligations, including:

  The requirement to evidence the appointment of the UCITS (or its management company where applicable) by a 
written contract

  Additional details and requirements with regard to the depositary’s obligations, notably concerning the oversight, 
cash monitoring and safekeeping duties relating to the to the assets held in custody, the due diligence to be applied 
when selecting third parties and the segregation and insolvency protection of the UCITS’ assets in case of the 
delegation of the custody function

  The conditions and circumstances under which the financial instruments held in custody may be considered lost 
and the conditions allowing for a liability discharge to the benefit of the depositary

  Clarification on the independence requirements to be applied to the management body of the UCITS or the 
management company (where applicable) and the depositary

  The requirement for UCITS (or management companies, where applicable) to put in place a decision-making 
process to select and appoint a depositary

The UCITS V Directive and the UCITS V Regulation (together UCITS V) are directly inspired by the standards newly 
imposed by AIFMD. They have the effect of: 

  Enhancing the overall level of investor protection by establishing new obligations and liabilities for depositaries, 
and by introducing remuneration rules to prevent conflicts of interests and immediate financial incentives

  Increasing transparency through the obligation to disclose delegations of functions in the UCITS prospectus

  Strengthening the depositary’s accountability by introducing a new sanctions regime 
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3. AIFMD
The legal framework established by AIFMD targets alternative investment fund managers (AIFMs) and essentially 
includes provisions relating to authorisation, capital, internal organisation, operations, remuneration, reporting and 
marketing requirements.

In consideration of increased regulation, AIFMD introduced a passport enabling AIFMs to market their AIFs throughout 
the EU to professional investors.

AIFMD came into force on 21 July 2011 and had to be transposed by each member state by 22 July 2013.

Scope

Pursuant to AIFMD, all AIFs are required to appoint an AIFM. 

An AIF is any collective investment vehicle which:

(i)  Raises capital from a number of investors, with a view to investing it in accordance with a defined investment 
policy for the benefit of those investors

(ii) Does not require authorisation under the UCITS Directive 

In practice, an AIF encompasses a variety of non-UCITS regulated or non-regulated investment vehicles including 
without limitation private equity funds, real estate funds, infrastructure funds or hedge funds.

An AIFM is an entity that provides, at minimum, portfolio management and risk management services to at least one 
AIF as its regular business, irrespective of the AIFs’ location or the AIFM’s legal form. The AIFM can either be an external 
manager appointed by or on behalf of the AIF, or the AIF itself where its legal form permits internal management.

Authorisation

Under AIFMD, managing an EU AIF and marketing an EU AIF to professional investors is permitted if the AIFM is 
authorised in accordance with the AIFMD by its home member state competent authority.

Provided that certain registration and regulatory reporting conditions are met, the provisions of AIFMD do not 
apply to:

  AIFMs which manage portfolios of AIFs whose assets under management, including any assets acquired through 
use of leverage, in total do not exceed a threshold of EUR 100 million

  AIFMs which manage portfolios of AIFs whose assets under management, in total do not exceed a threshold of 
EUR 500 million when the portfolio of AIFs consists of AIFs that are not leveraged and have no redemption rights 
exercisable during a period of five years following the date of initial investment in each AIF

Such exempted AIFMs do not benefit from the EU marketing passport unless they choose to opt-in under AIFMD and 
thus to comply with all the provisions of AIFMD. Nevertheless, they must register with their home member state 
competent authority.

Capital

For an AIFM which is internally managed, AIFs are required to hold initial capital of EUR 300,000. Where an AIFM is 
appointed as external manager of one or more AIFs, the AIFM shall have an initial capital of at least EUR 125,000.

Subject to certain exemptions, an additional amount of own funds are required for AIFMs who manage in excess of 
EUR 250 million. The additional own funds are calculated as 0.02% of the amount by which the value of the portfolios 
of the AIFM exceeds EUR 250 million, but the required total of the initial capital and the additional amount shall not, 
however, exceed EUR 10 million.

Conduct of business

As a general principle, an AIFM shall act honestly, with due skill, care and diligence and fairly in conducting its activity. 
It shall also act in the best interests of (i) the AIFs or the investors of the AIFs it manages, and (ii) the integrity of the 
market. The AIFM shall have appropriate resources necessary to perform its risk and portfolio management functions, 
and shall also ensure that investors are treated fairly.
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Remuneration

An AIFM is required to have a remuneration policy and practices that are consistent with and promote sound and 
effective risk management and do not encourage risk-taking which is inconsistent with the risk profiles, rules or 
instruments of incorporation of the AIFs which it manages.

Conflict of interests

An AIFM must take all reasonable steps to avoid conflicts of interests and, when they cannot be avoided, to identify, 
prevent, manage and monitor, and where applicable, disclose those conflicts of interest in order to prevent them from 
adversely affecting the interests of the AIFs and its investors.

Valuation

For each AIF that it manages, an AIFM is required to ensure that appropriate and consistent procedures are 
established so that a proper and independent valuation of the assets of the AIF can be performed, in accordance with 
the AIFMD, the applicable national law and the AIF constitutive documents. The valuation may be performed by an 
external valuer subject to the conditions set forth in the AIFMD. The assets must be valued and the net asset value per 
share or unit calculated at least once a year.

Risk and liquidity

An AIFM must implement adequate risk management systems in order to identify, measure, manage and monitor 
appropriately all risks relevant to each AIF investment strategy and to which each AIF is or can be exposed. The 
functions of risk management must be functionally and hierarchically separated from the operating units. In addition, 
an AIFM has to employ an appropriate liquidity management system which enables it to monitor the liquidity risk of 
each AIF it manages. 

Leverage

An AIFM shall set a maximum level of leverage which it may employ on behalf of each AIF it manages as well as the 
extent of the right to reuse collateral or guarantee that could be granted under the leveraging arrangement, taking 
into account a certain number of elements such as the type, the investment strategy and the sources of leverage of 
the AIF.

Depositary

Each AIF has to appoint a depositary established in its home member state. Entities authorised to act as depositary 
are EU credit institutions or certain duly authorised professionals of the financial sector. Their duties are set out 
in AIFMD.

Delegation

An AIFM is required to inform its home member state competent authority before delegating functions. It must be 
able to justify its entire delegation structure with objective reasons, to monitor effectively at any time the delegated 
activity, to give at any time instructions to the delegate and to withdraw the delegation with immediate effect when 
this is in the interest of investors. Subject to certain exceptions, delegation of portfolio or risk management is limited 
to authorised delegates subject to supervision. The AIFM cannot delegate both portfolio and risk management to the 
extent that it becomes a letter-box entity.

Transparency

AIFMD requires AIFMs to disclose certain information to prospects (such as the investment strategy and objectives 
of the relevant AIF, the identity of the AIFM and of the main service providers, etc.), and to report periodically to 
investors (including an audited annual report, a report on the activities for the financial year and information on 
remuneration). An AIFM is also required to comply with on-going reporting with its home member state competent 
authority.

Marketing passport

Authorised EU AIFMs benefit from a passport to market EU AIFs to professional investors in their home member state 
and in other member states. They are no longer allowed to use national private placement regimes.
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AIFMD foresees a potential extension of the marketing passport to non-EU managers and non-EU AIFs. However, as of 
today, such extension has not been implemented as it is subject to the issuance of advice by the European Securities 
and Markets Authority (ESMA) and subsequent adoption of a specific European Commission delegated regulation.

ESMA published its first advice on the possible extension of the passport to six non-EU countries (Guernsey, Hong 
Kong, Jersey, Switzerland, Singapore and the US) in July 2015. On the basis of this first analysis, the European 
Commission subsequently asked ESMA to assess six additional countries (Australia, Bermuda, Canada, the Cayman 
Islands, Japan and the Isle of Man) and the capacity of each non-EU competent authority covered by its advice to 
ensure effective local enforcement of AIFMD. 

On 12 September 2016, ESMA published the final version of its second advice at the time of publication of this guide 
(January 2017) this second advice was being considered by the European Commission, Parliament and Council. 

Until the adoption of a specific European Commission delegated regulation, the marketing passport will remain only 
available for EU AIFMs marketing EU AIFs. Any other combination of EU/non-EU AIFM and EU/non-EU AIF will have to 
rely on member states’ private placement regimes.

4. EUVECA AND EUSEF
On 17 April 2013, the European Parliament and the Council of the EU adopted the Regulation (EU) No 345/2013 and 
Regulation (EU) No 346/2013 (collectively referred to as the “Regulations”) which created each a new investment fund 
label for undertakings for collective investments (UCIs) supporting young and innovative companies, or enterprises 
with the intention of generating positive social impact. 

The Regulations became applicable in every EU member state from 22 July 2013. 

The “EuVECA” or “EuSEF” labels are made available to UCI managers established in the EU that meet the 
following conditions:

 Their assets under management in total do not exceed the threshold of EUR 500 million

 They are established in the EU

  They are authorised or registered alternative investment fund managers (AIFMs) in accordance with the Directive 
2011/61/EU of the European Parliament and of the Council of 8 June 2011 on Alternative Investment Fund 
Managers (AIFMD)

  They manage portfolios of qualifying venture capital funds (for EuVECA managers) or of qualifying social 
entrepreneurship funds (for EuSEF managers)

Qualifying venture capital and/or social entrepreneurship funds may be externally or internally managed.

Venture capital mainly comprises equity finance, i.e. taking an ownership interest in a company by buying 
shares or other forms of participation in the company capital, which is invested at the early stages of innovative 
start-up companies.

Social businesses are companies that have a positive social impact and address social objectives as their corporate 
aim, rather than only maximising profit. They do not include charities.

As per the Regulations, “qualifying venture capital funds”/”qualifying social entrepreneurship funds” are UCIs that:

(i)  Invest at least 70 percent of their aggregate capital contributions and uncalled committed capital in equity or 
quasi-equity instruments issued by a non-listed undertaking qualifying as venture capital or social business, which:

 Is not itself a UCI

 Employs fewer than 250 persons; and either:

 a. Has an annual turnover not exceeding EUR 50 million; or 

 b. An annual balance sheet total not exceeding EUR 43 million 
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(ii)   Do not use more than 30% of their aggregate capital contributions and uncalled committed capital for the 
acquisition of assets other than qualifying investments

Eligible investors are limited to professional investors as per the definition set forth in Section I of Annex II to 
Directive 2004/39/EC on markets in financial instruments (MIFID), or to other investors that cumulatively:

 Invest EUR 100,000 in the EuVECA/EuSEF UCI

 State in writing they are aware of the risks associated with the investment

 Obtain a written assessment from the venture capital fund manager confirming their experience and knowledge 

EuVECA/EuSEF managers should (i) maintain and operate effective organisational and administrative arrangements to 
comply with conflicts of interest requirements, and (ii) have sufficient funds and use adequate human and technical 
resources for the proper management of the funds. 

EuVECA/EuSEF managers are not allowed to borrow, issue debt obligations, provide guarantees at the level of the 
UCI, nor employ any method by which the exposure of the UCI will be increased. This requirement does not apply to 
non-renewable short term borrowings (max. 120 days) made for liquidity purposes. 

Registered EuSEF/EuVECA managers can benefit from an EU passport allowing them to market the fund.

As at the end of June 2016, 19 managers of EuVECAs and 4 managers of EuSEFs were listed on the ESMA registers. 

On 14 July 2016, the EU Commission has proposed amendments to the Regulations with the view to extend the range 
of managers eligible to market and manage EuVECA and EuSEF UCIs, to increase the range of companies that can be 
invested in by EuVECA UCIs and to simplify registration and cross-border marketing processes. 

5. ELTIF
On 29 April 2015, the European Parliament and the Council of the European Union adopted Regulation (EU) 2015/760 
that created a new investment fund vehicle, namely the European Long-term Investment Fund (ELTIF). The purpose of 
this regulation is to boost European long-term investments in the real economy. 

The Regulation entered into force on 8 June 2015 and became applicable in member states from 9 December 2015. 

Only EU AIFs managed by an authorised AIFM are eligible to apply for and to be granted authorisation as an ELTIF. 
ELTIFs may be marketed to retail and professional investors.

ELTIFs’ eligible investment assets include unlisted companies needing long-term capital, real assets that need long-
term capital to develop, EuVECAs and EuSEFs.

ELITFs must comply with the following rules of diversification:

  An ELTIF must invest at least 70% of its capital in eligible investment assets (the 30% buffer can be held in assets 
eligible for UCITS)

  Subject to specific exemptions, an ELTIF should invest no more than:

 – 10% of its capital in instruments issued by, or loans granted to, any single qualifying portfolio undertaking

 – 10% of its capital directly or indirectly in a single real asset

 – 10% of its capital in units or shares of any single ELTIF, EuVECA or EuSEF

 – 5% of its capital in assets eligible to UCITS

  The aggregate value of units or shares of ELTIFs, EuVECAs and EuSEFs in an ELTIF portfolio should not exceed 20% 
of the value of the capital of the ELTIF

  The aggregate risk exposure to a counterparty of the ELTIF from OTC derivative transactions, repurchase 
agreements, or reverse repurchase agreements should not exceed 5% of the value of the capital of the ELTIF
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  Companies which are included in the same group for the purpose of consolidated accounts should be considered 
as a single qualifying portfolio undertaking or a single body for the purpose of calculating the diversification limits

 An ELTIF cannot acquire more than 25% of the units or shares of a single ELTIF, EuVECA or EuSEF

An ELTIF is not permitted to invest in an eligible investment asset in which the manager of the ELTIF has or takes a 
direct or indirect interest, other than by holding units or shares of the ELTIFs, EuVECAs or EuSEFs that it manages.

A qualifying portfolio undertaking is defined as a portfolio undertaking other than a UCI that fulfils the 
following requirements: 

(i) It is not a financial undertaking 

(ii)  It is an undertaking which is not admitted to trading on a regulated market or on a multilateral trading facility or is 
admitted to trading on a regulated market or on a multilateral trading facility and at the same time has a market 
capitalisation of no more than EUR 500 million 

(iii)  It is established in a member state, or in a third country provided that the third country is not a high-risk and 
non-cooperative jurisdiction identified by the Financial Action Task Force and that the third country has signed an 
agreement with the home member state of the manager of the ELTIF and with every other member state in which 
the units or shares of the ELTIF are intended to be marketed to ensure that the third country fully complies with 
OECD requirements.

An ELTIF may borrow cash provided that such borrowing fulfils the following conditions:

 It represents no more than 30% of the value of the capital of the ELTIF

 It serves the purpose of investing in eligible investment assets

 It is contracted in the same currency as the assets to be acquired with the borrowed cash

 It has a maturity no longer than the life of the ELTIF

 It encumbers assets that represent no more than 30% of the value of the capital of the ELTIF

Unless certain conditions are met, investors are not allowed to request redemption of their shares or units in an ELTIF 
before the end of its life.
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A. FRANCE
1. INITIAL REGISTRATION OF FOREIGN UCITS IN FRANCE
a. General procedure: mutual recognition (UCITS passport)

A foreign UCITS can be registered for public distribution in France by benefiting from the passporting regime provided 
for by UCITS IV, as amended. Such foreign UCITS must file a notification package electronically to the home member 
state regulator. The home member state regulator has 10 business days to review the notification package, revert 
to the foreign UCITS with any questions/comments and submit the notification package (including an attestation 
that the UCITS fulfils all regulatory requirements) to the Autorité des Marchés Financiers (AMF). The AMF then has 
5 business days to revert to the foreign UCITS’ home member state regulator with any questions/comments on the 
notification package.

Upon the transmission of the notification package, the home member state regulator shall immediately notify the 
foreign UCITS about the transmission. The foreign UCITS may then access the UCITS market of the host member state 
as from the day of that notification.

b. Specific local requirements (local agents, translations, etc.)

The foreign UCITS must appoint a Centralising Correspondent (Correspondant Centralisateur) in France and shall 
inform the AMF of such appointment. A publication in the French official journal (BALO) of the AMF’s authorisation is 
necessary and AMF fees have to be paid in advance. The AMF charges an initial registration fee of EUR 2,000 per fund 
structure and, in the case of umbrella funds with multiple compartments; this fee is increased by EUR 2,000 for each 
compartment to be registered. 

Key Investor Information Documents (KIIDs) and marketing materials should be translated into French for their 
distribution to the public in France. 

Now that you have chosen a domicile and an investment vehicle, 
the next step is to understand how to enter key EU markets as 
well as other strategic markets outside of the EU. The EU, Hong 
Kong and Switzerland are not simple distribution markets. Hence, 
we invite you to read this section, dedicated to the registration of 
foreign funds (UCITS and non-UCITS) for public distribution in key 
EU jurisdictions, in Hong Kong and in Switzerland.
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2. INITIAL REGISTRATION OF FOREIGN NON-UCITS IN FRANCE – OVERVIEW
It is possible to register a foreign non-UCITS for public distribution in France in accordance with article L.214-24-1, III 
of the Code Monétaire et Financier. Foreign non-UCITS should comply with article 421-13 of Réglement Général of the 
AMF. However, as of December 2016, there is no foreign non-UCITS registered for public distribution in France.

3. INITIAL AUTHORISATION OF AN EU AIF IN FRANCE TARGETING INSTITUTIONAL INVESTORS
a. General procedure: AIFMD passport

An EU AIF can be authorised for marketing to institutional investors in France by benefiting from the passport of 
its AIFM according to AIFMD, as amended. Such AIFM must submit a notification letter to its home member state 
regulator. The home member state regulator has 20 business days to submit to the AMF the notification letter, 
provided that the latter is considered as complete by the home member state regulator. 

Upon the transmission of the notification letter to the AMF, the home member state regulator shall immediately notify 
the AIFM about the transmission. The EU AIF may then be marketed to institutional investors in the host member state 
as from the day of that notification.

b. Specific local requirements

The AIFM must pay the AMF fees of EUR 2,000 per sub-fund prior to the submission by the AIFM of the notification 
letter to its home member state regulator.

A separate notification letter is required in order to bear the AMF’s specific required wording related to marketing 
arrangements on French territory.
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B. GERMANY 
1. INITIAL REGISTRATION OF FOREIGN UCITS IN GERMANY
a. General procedure: mutual recognition (UCITS passport)

A foreign UCITS can be registered for public distribution in Germany benefiting from the passporting regime provided 
for by UCITS IV. Such foreign UCITS must file a notification package electronically to the home member state regulator. 
The home member state regulator has 10 business days to review the notification package, revert to the foreign UCITS 
with any questions/comments and submit the notification package to Bundesanstalt für Finanzdienstleistungsaufsicht 
(BaFin). BaFin then has 5 business days to revert to the foreign UCITS home member state regulator with any 
questions/comments on the notification package.

b. Specific local requirements (local agents, translations, etc.)

The foreign UCITS must appoint an Information Agent in Germany. BaFin’s fees have to be paid in advance. BaFin 
charges an initial registration fee of EUR 115 for a single investment vehicle and EUR 115 for each compartment in the 
case of an umbrella structure.

Key Investor Information Documents (KIIDs) should be submitted in the German language. The prospectus and financial 
reports (annual- and semi-annual reports) should include an annex to the attention of German investors (forming an 
integral part of the prospectus).

2. INITIAL REGISTRATION OF FOREIGN NON-UCITS IN GERMANY – OVERVIEW
It is possible to register a foreign non-UCITS for public distribution in Germany. Foreign language documents shall 
be submitted together with a certified German translation. For funds of hedge funds, a disclaimer has to be added in 
the prospectus and its Key Investor Information Documents (KIIDs) stating that “Warning by the Federal Minister of 
Finance: This investment fund invests in hedge funds that are not subject to any statutory restrictions on leverage 
or risk.”

BaFin fees of EUR 2,520 should be paid prior to the submission of the notification package.

3. INITIAL AUTHORISATION OF AN EU AIF IN GERMANY TARGETING INSTITUTIONAL INVESTORS
a. General procedure: AIFMD passport

An EU AIF can be authorised for marketing to institutional investors in Germany by benefiting from the passport of 
its AIFM according to AIFMD, as amended. Such AIFM must submit a notification letter to its home member state 
regulator. The home member state regulator has 20 business days to submit to the host member state regulator the 
notification letter provided that the latter is considered as complete by the home member state regulator. 

Upon the transmission of the notification letter to the host member state regulator, the home member state regulator 
shall immediately notify the AIFM about the transmission. The EU AIF may then be marketed to institutional investors 
in the host member state as from the day of that notification.

b. Specific local requirements

The AIFM must pay BaFin fees of EUR 772 per sub-fund prior to the submission by the AIFM of the notification 
letter to its home member state regulator. A disclaimer intended to investors in Germany is to be inserted into the 
AIF’s documentation.

A separate notification letter is required in order to bear BaFin’s specific required wording related to marketing 
arrangements on German territory.
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C. HONG KONG 
1. INITIAL REGISTRATION OF FOREIGN UCITS IN HONG KONG
a. General procedure: 

For UCITS to be distributed in Hong Kong, the UCITS must be authorised under the “list of recognised jurisdictions” 
by the Hong Kong regulator, the Securities and Futures Commission (SFC). Some of the countries included in the list of 
recognised jurisdictions are: France, Germany, Guernsey, Ireland, Jersey, Luxembourg, the Isle of Man and the United 
Kingdom. The UCITS brand is recognised in Hong Kong and in order for a UCITS to be distributed to the public in 
Hong Kong, it must first seek authorisation from the SFC. Such foreign UCITS must complete the application form and 
demonstrate compliance of the SFC Code on Unit Trusts and Mutual Funds (HK Code) and file the application with the 
SFC. The SFC’s approval may take up to a maximum of 6 months for a new UCITS. 

b. Specific local requirements (local agents, translations, etc.)

The SFC’s authorisation process is twofold and entails the approval of the fund operators (management company, 
trustee or custodian) and the approval of the product and constitutive documents. If the management company does 
not have a place of business in Hong Kong, it will be necessary to appoint a Hong Kong representative.

The fund offering documents must be in English and Chinese (unless a waiver is obtained). A Hong Kong specific 
document for the fund must be prepared and this can be fulfilled by supplementing the fund prospectus with a Hong 
Kong Covering Document (for use solely in Hong Kong) which would contain specific additional information required in 
order to comply with the HK Code.

The SFC charges an application fee of HKD 40,000 per umbrella fund plus an additional HKD 5,000 per compartment or 
HKD 20,000 for a single fund structure. Upon the granting of authorisation, the foreign UCITS will also have to pay an 
authorisation fee of HKD 20,000 per umbrella fund plus an additional HKD 2,500 per compartment or HKD 10,000 for a 
single fund structure. In addition, the foreign UCITS will have to pay an annual fee of HKD 7,500 per umbrella fund plus 
an additional HKD 4,500 per compartment or HKD 6,000 per single fund structure.

2.  EXEMPTION REGIME FOR MARKETING UNDER PRIVATE PLACEMENT REGIME OF AIF AND NON-UCITS 
IN HONG KONG

The Securities and Futures Ordinance (SFO) and the Companies Ordinance (Schedules 17 and 18) have outlined certain 
exemptions for complying with the prospectus requirements and advertising restrictions.

The following are areas which qualify for exemption:

   Offer to ‘Professionals Investors’ as defined in the SFO and including banks, financial institutions, insurance 
companies and, more importantly, a class of prescribed persons similar to accredited investors in the 
United States

   Private offering to no more than 50 persons in Hong Kong. The offering information must contain the following 
warning: “The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You 
are advised to exercise caution in relation to the offer. If you are in any doubt about any of the contents of this 
document, you should obtain independent professional advice.”

   Offer that does not exceed HKD 5,000,000 provided that it is again detailed in the information that “The contents 
of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise 
caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should 
obtain independent professional advice.”

   Offer where the minimum consideration payable by each investor is greater than HKD 500,000. The same warning 
as above will need to appear in the offering materials

   Offer to persons outside of Hong Kong

Private Placement is then allowed when limited to the above exemptions.

REGISTRATION HIGHLIGHTS



139

D. ITALY 
1. INITIAL REGISTRATION OF FOREIGN UCITS IN ITALY
a. General procedure: mutual recognition (UCITS passport)

A foreign UCITS can be registered for public distribution in Italy by benefitting from the passporting regime provided 
for by UCITS IV. Such foreign UCITS must file a notification package with its home state regulator electronically. 
The home state regulator has 10 business days to review the notification package, revert to the foreign UCITS with 
any questions/comments and submit the notification package to Commissione Nazionale per la Società e la Borsa 
(CONSOB). CONSOB then has 5 business days to revert to the foreign UCITS’ home member state regulator with any 
questions/comments on the notification package.

b. Specific local requirements (local agents, translations, etc.)

The foreign UCITS must appoint one or more Specified Qualified Intermediary(ies) based in the European Union, 
Information Agent(s) domiciled in Italy and Distributor(s) domiciled in Italy. No regulatory fees are currently being 
charged for the initial registration of a foreign UCITS for public distribution in Italy.

Key Investor Information Documents (KIIDs) and marketing materials have to be translated into Italian. In some cases, 
these documents can be provided in English (or French in some exceptional cases), should the targeted investors be 
institutional investors only.

2. INITIAL REGISTRATION OF FOREIGN NON-UCITS IN ITALY – OVERVIEW
It is possible to register a foreign non-UCITS, under certain conditions, for public distribution in Italy.

3. INITIAL AUTHORISATION OF AN EU AIF IN ITALY TARGETING INSTITUTIONAL INVESTORS
a. General procedure: AIFMD passport

An EU AIF can be authorised for marketing to institutional investors in Italy by benefiting from the passport of its AIFM 
according to AIFMD, as amended. Such AIFM must submit a notification letter to its home member state regulator. 
The home member state regulator has 20 business days to submit to the host member state regulator the notification 
letter, provided that the latter is considered as complete by the home member state regulator. 

Upon the transmission of the notification letter to the host member state regulator, the home member state regulator 
shall immediately notify the AIFM about the transmission. The EU AIF may then be marketed to institutional investors 
in the host member state as from the day of that notification.

b. Specific local requirements

None.
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E. SWITZERLAND 
1. INITIAL REGISTRATION OF FOREIGN UCITS IN SWITZERLAND
a. General procedure: UCITS brand recognition

The UCITS brand is recognised in Switzerland and it is possible to register a foreign UCITS for public distribution in 
Switzerland to non-qualified investors. The foreign UCITS must file the authorisation request with Autorité fédérale 
de surveillance des marchés financiers (FINMA) through the intermediary of its Swiss Lawyer together with the Swiss 
Representative. The initial registration of a foreign UCITS usually takes between 2 and 3 months assuming that the 
application file is complete and that the specific local requirements are met.

b. Specific local requirements (local agents, translations, etc.)

The marketing of a foreign UCITS in Switzerland to non-qualified and qualified investors entails the appointment of 
a Swiss Representative and a Swiss Paying Agent. Both roles can be undertaken by the same entity with the relevant 
FINMA approval. The Paying Agent must be a bank, according to the Swiss Federal Act on Banks and Savings Banks 
(Banking Act). 

According to FINMA’s Fees and Charges Ordinance, FINMA charges an initial registration fee ranging from CHF 2,000 
to CHF 20,000 per foreign UCITS. FINMA usually charges CHF 10,000 for a corporate foreign UCITS and CHF 7,500 for 
a contractual foreign UCITS. In addition, FINMA charges an additional registration fee of CHF 3,000 per compartment. 
FINMA charges CHF 1,500 for annual supervision including the first sub fund, and CHF 700 for each additional sub 
fund. FINMA fees for a prospectus change, KIID update or change to the statutes are CHF 1,000. FINMA fees for the 
liquidation of a sub fund are CHF 2,000.

Amongst others, a specific Swiss Prospectus (translated into an official Swiss language, i.e. French, German or Italian), 
Swiss KIID(s) (translated into French, German or Italian), a FINMA declaration and FINMA KIIDs checklist should be 
filed with FINMA. Marketing materials have to be translated into French, German or Italian for their distribution 
to non-qualified investors in Switzerland and must give a fair overview of the existing and/or new compartments/
units/share classes marketed by the foreign UCITS in Switzerland, including the mandatory Swiss information 
(Swiss disclosures).

2. INITIAL REGISTRATION OF FOREIGN NON-UCITS IN SWITZERLAND – OVERVIEW
It is very difficult to obtain FINMA’s approval of the registration of a foreign non-UCITS for distribution in Switzerland 
to non-qualified investors, due mainly to the non-compliance of foreign non-UCITS with FINMA’s requirements, 
including for instance the minimum capital requirements imposed on foreign non-UCITS. For the time being, FINMA 
is likely to refuse all requests for approval of the marketing/distribution of a foreign non-UCITS in Switzerland to 
non-qualified investors.

3.  INITIAL AUTHORISATION OF AN EU AIF IN SWITZERLAND TARGETING INSTITUTIONAL INVESTORS/
QUALIFIED  INVESTORS

A Swiss registration of an AIF is not required if it is only distributed to qualified investors as defined by the Swiss 
Collective Investment Schemes Act (CISA). Please refer to Art 10 § 3 of the Swiss Collective Investment Schemes Act 
of 23 June 2006 (Status as of 1 July 2016) (CISA), available under the following link: https://www.admin.ch/opc/en/
classified-compilation/20052154/index.html#a10

It should be noted that currently FINMA does not approve non-UCITS for distribution to non-qualified investors and 
therefore distribution as defined by CISA of AIFs in Switzerland is only possible to qualified investors.

The authorisation of AIFs in Switzerland requires the appointment of a Swiss Representative, a Swiss Paying Agent, 
that the name of the AIF is not misleading and that the AIF’s documentation includes the required Swiss disclosures.
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F. UNITED KINGDOM
4. INITIAL REGISTRATION OF FOREIGN UCITS IN THE UNITED KINGDOM
a. General procedure: mutual recognition (UCITS passport)

A foreign UCITS can be registered for public distribution in the United Kingdom thanks to the passporting regime 
provided for by UCITS IV. Such foreign UCITS must file a notification package to the home state regulator electronically. 
The home state regulator has 10 business days to review the notification package, revert to the foreign UCITS with any 
questions/comments and submit the notification package to the FCA. The FCA then has 5 business days to revert to the 
foreign UCITS’ home state regulator with any questions/comments on the notification package.

b. Specific local requirements (local agents, translations, etc.)

The distribution of a foreign UCITS to retail investors in the United Kingdom also entails the appointment of a facilities 
agent. The FCA charges an initial registration fee of GBP 600 for a single structure or GBP 1,200 for an umbrella which 
has compartments (regardless of the number of compartments). The initial registration fees are payable prior to the 
registration and a proof of payment forms part of the notification file.

Key Investor Information Documents (KIIDs) and marketing materials have to be translated into English for distribution 
to the public in the United Kingdom. In addition, a specific addendum to the Fund Prospectus for investors in the 
United Kingdom shall be provided together with the standard UCITS documents.

5. INITIAL REGISTRATION OF FOREIGN NON-UCITS IN THE UNITED KINGDOM – OVERVIEW
The recognition of a foreign non-UCITS is possible in the United Kingdom and an application should be submitted to 
the FCA. You must first contact the FCA to discuss the process. The foreign non-UCITS must make sure that there is 
adequate protection for participants in the scheme and that a facilities agent, a trustee or depositary is appointed. 
This application will be processed in six months by the FCA. 

6. INITIAL AUTHORISATION OF AN EU AIF IN THE UNITED KINGDOM TARGETING INSTITUTIONAL INVESTORS
a. General procedure: AIFMD passport

An EU AIF can be authorised for marketing to institutional investors in the United Kingdom by benefiting from the 
passport of its AIFM according to AIFMD, as amended. Such AIFM must submit a notification letter to its home member 
state regulator. The home member state regulator has 20 business days to submit to the host member state regulator 
the notification letter, provided that the latter is considered as complete by the home member state regulator. 

Upon the transmission of the notification letter to the host member state regulator, the home member state regulator 
shall immediately notify the AIFM about the transmission. The EU AIF may then be marketed to institutional investors 
in the host member state as from the day of that notification.

b. Specific local requirements

None.
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GLOSSARY OF KEY TERMS
AIF: Alternative Investment Fund
ALFI: Association Luxembourgeoise des Fonds d’Investissement i.e. Association of the Luxembourg Fund Industry
AIFMD: Alternative Investment Fund Managers Directive 
ASEAN: the Association of Southeast Asian Nations
AUM: Assets under Management
CAS: Class A Schemes (Guernsey)
CBI: Central Bank of Ireland, the Irish financial regulator
CBS: Class B Schemes (Guernsey)
CIMA: Cayman Islands Monetary Authority
CIS: Collective Investment Scheme
CQS: Class Q Schemes (Guernsey)
CSSF: Commission de Surveillance du Secteur Financier, the Luxembourg financial regulator
CSRC: China Securities Regulatory Commission
EFAMA: European Fund and Asset Management Association
ESMA: European Securities and Markets Authority
EU: European Union
EuSEF: European Social Entrepreneurship Fund
EuVECA: European Venture Capital Fund
ELTIF: European Long Term Investment Fund
ETF: Exchange Traded Fund
FCP: Common fund, an investment fund structure (Luxembourg)
G20: the Group of Twenty, an international forum of state leaders
GFSC: Guernsey Financial Services Commission, the Guernsey financial regulator
HNWI: High Net Worth Individual
JEIF: Jersey eligible investor fund (Jersey)
JFSC: Jersey Financial Services Commission, the Jersey financial regulator
KIID: Key Investor Information Document
MAS: Monetary Authority of Singapore, the Singapore financial regulator
MRF: Mutual Recognition of Funds Regime between Hong Kong and China
NAV: Net Asset Value
Non-UCITS: Investment funds set up under another regime than the UCITS regime (Luxembourg, Ireland)
OCIF: Open-ended Collective Fund (Jersey)
OECD: Organisation for Economic Co-operation and Development
OFC: Open–ended fund company (Hong Kong, Singapore)
PIF: Professional Investment Fund (Ireland)
QIAIF: Qualifying Investor Alternative Investment Fund (Ireland)
QIF: Qualifying Investment Fund (Ireland, Guernsey)
RAIF: Reserved Alternative Investment Fund (Luxembourg)
RIAIF: Retail Investor Alternative Investment Fund (Ireland)
SFC: Securities and Futures Commission, the Hong Kong financial regulator
SICAV: Société d’investissement à capital variable i.e. Investment Company with Variable Capital (Luxembourg)
SICAF: Société d’investissement à capital fixe i.e. Investment Company with Fixed Capital (Luxembourg)
SICAR: Société d’Investissement en Capital à Risque i.e. Investment Company in Risk Capital (Luxembourg)
SIF: Specialised Investment Fund (Luxembourg)
SOPARFI: Société de participations financières, an unregulated financial holding company (Luxembourg)
SPF: Société de Gestion de Patrimoine Familial i.e. Private Wealth Management Company (Luxembourg)
SPV: Special Purpose Vehicle (Ireland)
UCI: Undertaking for Collective Investment
UCITS: Undertaking for Collective Investment in Transferable securities (Luxembourg, Ireland)
UK: the United Kingdom
US: the United States of America
WHT: Withholding tax 
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ABOUT EY
EY is a global leader in assurance, tax, transaction and advisory services. Worldwide, our 212,000 people are united by 
our shared values and an unwavering commitment to quality. We make a difference by helping our people, our clients 
and our wider communities achieve their potential.

EY refers to the global organisation of member firms of Ernst & Young Global Limited, each of which is a separate legal 
entity. For more information about our organisation, please visit www.ey.com.

In Luxembourg, with over 1,200 professionals, we combine our European and global capability with our local 
knowledge to deliver a full range of services to meet our clients’ business needs.

EY’s unique EMEIA structure enables our European asset management practice to work effectively on a cross-
border basis:

  Moving swiftly to bring together the best teams to serve our clients, working together on key issues, and leveraging 
our strengths, capabilities and knowledge irrespective of geographies

  Providing seamless, consistent, high-quality services to our financial services clients across EMEIA and globally

  Responding quickly and effectively to market developments that impact our clients

  Providing our clients access to our European perspective on current and emerging trends, industry issues 
and regulation

Our Luxembourg investment fund services include audit, tax and advisory services. In addition to our traditional 
services, we offer an integrated suite of specialty services designed to meet the needs of the rapidly changing and 
increasingly complex investment fund industry.

ABOUT BNP PARIBAS SECURITIES SERVICES
We are a multi-asset servicing specialist committed to helping our clients achieve their ambitions both in terms of 
investments and cross-border distribution.

In a changing world, you need a partner that understands the changing market landscape and the intricacies of the 
securities services industry. Our extensive network of almost 100 markets and the rich diversity of our people enable 
us to provide our institutional clients with the connectivity and local knowledge they need to navigate change in a 
fast-moving world. For more information about our organisation, please visit securities.bnpparibas.com

A forward-thinking business, we continuously invest in new technologies, sustainability and innovation.

Our clients benefit from securities servicing solutions closely integrated with the best-in-class capabilities of the 
BNP Paribas Group. These include treasury financing and advisory, and global markets solutions.

We are a wholly-owned subsidiary of the BNP Paribas Group and one of the highest-rated asset servicing banks in 
the industry. With us, clients’ assets are safe and their risks are mitigated.

Our values drive BNP Paribas forward and are a cornerstone of our business. We rely on our strengths that include: 
stability, responsibility, expertise and being a good place to work.

We listen, we respond and we look forward to working with you.
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The information contained within this document (‘information’) is believed to be reliable but BNP Paribas Securities Services does not warrant its completeness or accuracy. Opinions 
and estimates contained herein constitute BNP Paribas Securities Services’ judgment and are subject to change without notice. BNP Paribas Securities Services and its subsidiaries 
shall not be liable for any errors, omissions or opinions contained within this document. This material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. For the avoidance of doubt, any information contained within this document will not form an agreement between parties. Additional information is available on request.
BNP Paribas Securities Services is incorporated in France as a Partnership Limited by Shares and is authorised and supervised by the European Central Bank (ECB), the ACPR (Autorité 
de Contrôle Prudentiel et de Résolution) and the AMF (Autorité des Marchés Financiers).
BNP Paribas Securities Services, London branch is authorised by the ACPR, the AMF and the Prudential Regulation Authority and is subject to limited regulation by the Financial Conduct 
Authority and Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority and regulation by the Financial 
Conduct Authority are available from us on request. BNP Paribas Securities Services, London branch is a member of the London Stock Exchange. BNP Paribas Trust Corporation UK 
Limited (a wholly owned subsidiary of BNP Paribas Securities Services), incorporated in the UK is authorised and regulated by the Financial Conduct Authority.
In the U.S., BNP Paribas Securities Services is a business line of BNP Paribas which is incorporated in France with limited liability. Services provided under this business line, including the 
services described in this document, if offered in the U.S., are offered through BNP Paribas, New York Branch (which is duly authorized and licensed by the State of New York Department 
of Financial Services); if a securities product, through BNP Paribas Securities Corp. or BNP Paribas Prime Brokerage, Inc., each of which is a broker-dealer registered with the Securities 
and Exchange Commission and a member of SIPC and the Financial Industry Regulatory Authority; or if a futures product through BNP Paribas Securities Corp., a Futures Commission 
Merchant registered with the Commodities Futures Trading Commission and a member of the National Futures Association.
Printed on recycled paper with vegetable inks – Designed by the graphics department, corporate communications, BNP Paribas Securities Services.
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