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QWhat are the current strategic 

trends in Ireland and those 

that may emerge in 2019?

A Ireland is a mature market well 
served by all of the leading 

providers. Irrespective of product 
changes or regulatory challenges, 
growth and innovation is a constant 
feature. 2018 has been a remarka-
ble year for Ireland so far with new 
market entrants and continued solid 
growth. For example, the interest in 
Ireland among private debt and pri-
vate equity fund managers remains 
very strong, especially with the 
highly anticipated amended Irish In-
vestment Limited Partnership (ILP), 
which is scheduled to be formally 
approved later this year.

There is a definite trend towards 
hybrid structures and strategies and 
Ireland is well-placed to continue 
to capitalise on this. Updates to the 
Icav legislation are also slated to be 
implemented towards the end of 
2018 to further enhance this highly 
successful corporate structure.

This is also good news for Ire-
land’s asset servicers. U.S. Bank 
Global Fund Services has continued 
to grow its market share in not only 
the familiar long/short equity, credit 
and managed futures segments, but 
also private equity and private debt 
funds and the growing hybrid fund 

segment. Over the last 18 months 
our assets under administration 
have grown from $117bn to $187bn. 
A considerable portion of that 
growth has been in these strategies. 

To support such strategies, many 
of which have nuances in terms of 
valuation policies, waterfall cal-
culations and more, it requires 
leading-edge technology, not to 
mention automation. But of course, 
technology is only as good as the 
people supporting it. In that respect, 

our motto continues to be ‘smart 
technology with the power of expe-
rience’, and is as true today as it has 
been since inception. 

The growth in Ucits fund launches 
in 2018 continues to be significant 
with 75% of regulated products 
being Ucits. A noteworthy develop-
ment in Ireland for U.S. Bank is its 
bank depositary solution, which will 
trade as U.S. Bank Depositary Servic-
es. The firm has had a depositary-lite 
solution in place to support non-EU 
funds being marketed into Europe 
since 2014 and currently has some 
$14bn under depositary-lite custo-
dy but will now also focus on Ucits 
and Aif depositary clients from a full 
service Irish perspective with U.S. 
Bank Global Custody holding over 
$2trn in client assets.

AWe have seen a shift in the struc-
ture and operation of funds on 

the Ucits and the hedge side of the 
business. This change is in line with 
some of the key messages within 
the recently published Aima Per-
spectives paper. Many managers are 
now considering a deviation from 
the standard Cayman master-feeder 
structure to optimise their fund so 
that it can be marketed to all inves-
tors, regardless of their geography 
or tax treatment, with some using 
the Irish Icav as the master funds 
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leaving the potential for an Irish Icav 
at the feeder level as an entry point 
for European investors.

Hedge fund managers are also 
exploring the way in which invest-
ments are identified and then made 
with a key focus on innovation driven 
by the populism of smart and alter-
native beta models. These managers 
are also seeking ways to tap into the 
retail investor space where the larg-
er institutional managers and more 
traditional ETF providers have a con-
siderable presence. We see 2019 as 
being a year for innovation in this 
space, with more alternative man-
agers dipping their collective toes 
into the Ucits market through hedge 
fund ETFs, CTA strategies and liquid 
alternatives, whether that be on a 
standalone basis or in conjunction 
with an established manager with a 
retail client base.

AAt SS&C, we continue to see the 
focus shift from relative returns 

to alternative asset classes. While 
Europe’s alternative funds mar-
ket remained flat in terms of AuM 
growth, Ireland’s alternative funds 
AuM has been growing at an annual-
ised rate of 19%, with a 6% increase 
in new fund launches (year-end 
March 2018). The flow of assets into 
Ireland represented a staggering 
51% of the total inflow of European 

launches and recognised as the #1 
global service provider for hedge 
and alternative managers from 
start-ups, to mid-size managers, 
straight through to the billion-dollar 
managers.

QHow is Ireland positioned 

to facilitate cryptocurrency 

funds?

ACryptocurrency as an asset 
class (that is acceptable to the 

regulated funds market) is still in 
its infancy. Custody is the key nut 
to crack in a regulated environment. 
Fears over fraud are still well found-
ed. The Central Bank of Ireland is no 
different than any other regulator in 
its approach to this investment class 
to date, with no blessing or author-
isation on the immediate horizon. 
Investors certainly seem keen on 
gaining exposure to these new in-
vestment opportunities, regardless 
of the countless bubble compari-
sons. When I see ICO, as opposed to 
reading Initial Coin Offering, I often 
read ‘Internet Con Opportunity’.

Moving forward, it will be in-
teresting to see if dedicated cryp-
to-custodians gain traction in the 
market as the asset class evolves. 
One such current example is King-
dom Trust in the US or Copper in 
the UK. Everyone appears to be 

funds into Aifs in Q1 2018, with a 
significant number of countries see-
ing outflows.  

The shift to alternatives, espe-
cially in Ucits, has presented great 
opportunity for SS&C, with our 
middle-office capabilities being a 
key differentiator. The expectation 
from managers has evolved and 
they recognise world-class report-
ing, outsourcing and technological 
platform are key drivers for success. 
Managers want to focus on their 
core competencies in investment 
management while partnering with 
a single service provider, who can 
handle all their reporting in a cen-
tralised platform.  

Credit, Insurance Linked strat-
egies and loan funds continue to 
dominate the Aif sector and despite 
the delay in the new ILP structure, 
many of our clients continue to lev-
erage off the Icav and s110 Compa-
ny model.  

In 2017 and 2018, SS&C has been 
leading the field in Ucits and Aif 

There is a definite trend toward 
hybrid structures and strategies 
and Ireland is well placed to 
continue to capitalise on this
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proceeding with caution when it 
comes to crypto and most, if not all, 
of the established custodian banks 
are keeping their plans well under 
wraps even where there is discrete 
engagement.

Divorced from cryptocurrency, 
blockchain on the other hand, as a 
transformational technology, is a 
terrific new paradigm and ultimate-
ly a potentially unifying platform to 
conduct financial transactions in a 
more efficient, secure and cost-ef-
fective way. Ireland is leading the 
way into research in this area with 
the Deloitte Blockchain lab in Dub-
lin’s IFSC – a global centre of excel-
lence for development in this evolv-
ing area. This is where we can see 
huge downstream advantages to 

“one version of the truth”.

AWhile the key players in the 
Irish funds industry have been 

readying themselves in anticipation 
of the launch of the first cryptocur-
rency fund, there is still a reticence 
within the regulatory authorities to 
approve this type of product and 
some uncertainty as to the ability of 
depositaries to fully discharge their 
obligations in respect of physical 
cryptocurrency. This is understand-
able (and it is in line with other Eu-
ropean and US regulators) but it is 
also unfortunate, as in our view the 
first-mover advantage is key. Giv-
en the asset class, the obvious Irish 
fund structure is the Qiaif. We have 
seen several proposals where the 
exposure to the cryptocurrency is 

achieved at a level below the fund 
itself. In these cases, the fund will 
not actually hold the cryptocurren-
cy directly but would instead derive 
some form of synthetic exposure to 
it through either a debt instrument, 
a derivative or via shares in anoth-
er fund domiciled in a jurisdiction 
where there is a greater level of ac-
ceptance of asset class at this nas-
cent stage of its existence. The col-
lective expertise among Irish service 
providers means that at one level, 
the Irish funds industry is ready for 
synthetic cryptocurrency funds, but 
we are in a holding pattern while we 
wait for some kind of “white smoke” 
from the Irish regulatory authorities.  

QHow have fund managers 

adapted to Mifid II?

AAs it applies to Mifid regulated 
firms, regulation has increased 

significantly since the financial cri-
sis. In line with the FCA’s final Mifid 
II rules for commission payments, 
most firms have met the January 
2018 deadline. The separation of 
execution and research services ap-
pears to have has been implemented 

successfully across the buy- and 
sell-side with little impact on service 
providers.

A dominant Mifid II trend (as it im-
pacts managers) for 2018 is technol-
ogy. Regulators are asking for more 
data and Mifid II has substantially 
changed trading models, transac-
tion reporting, and how the buy-side 
sources research and distributes its 
products. Market participants now 
have to report considerably more to 
the regulators, often differing from 
product to product and country 
to country. All of which makes this 
work increasingly challenging and 
demands strong technology.

Mifid II also imposes important 
new rules on Mifid-regulated firms, 
including product governance rules 
(which require firms to define their 
investor target market), enhanced 
marketing communication require-
ments (including regulation of the 
way information about past perfor-
mance can be presented, and man-
datory disclosure of costs and charg-
es) as well as requirements to tape 
some telephone calls and record 
certain other communications. 

Even rules around inducements 
and client entertainment have a 
new focus from various manager’s 
compliance functions under Mifid 
II, where only a very modest lunch-
eon might be permissible as allow-
able client entertainment – lest any 
questions be asked!

QWhat are the opportunities 

for Ireland around Brexit, and 

how is Ireland positioned for UK 

hedge and alternative managers?

AThe opportunities in the con-
text of asset management and 

investment funds are manifold. We 
have been actively advising man-
agers across the industry spectrum 
on what we consider two distinct 
fronts: restructuring and pivoting.  

On the restructuring side, clients 
are seeking to future-proof their 
business models in an increasingly 
uncertain environment. Many have 
carried out deep-dives on the op-
tions available to them within Eu-
rope and have decided to use Ireland 
as their European regulatory hub 
for a variety of business lines. This 
approach will ultimately enable 
them to continue to sell their prod-
ucts in Europe, effectively ensuring 

The Irish funds industry is ready 
for synthetic cryptocurrency 
funds, but we are in a holding 
pa�ern while we wait for some 
kind of “white smoke” from the 
Irish regulatory authorities
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a business as usual approach come 
March 2019. 

We have also been engaging with 
Irish industry participants on the 
development and authorisation of 
services designed to expand upon 
their existing business lines or pivot 
into new but complementary ven-
tures. These initiatives seek to cap-
italise on some of the opportunities 
presented by the Brexit planning of 
UK asset managers who need exter-
nal support and solutions in a time-
ly and cost-efficient manner.

As a jurisdiction, Ireland is well 
placed to benefit from an increase 
in deal flow and new business given 
the maturity of the funds industry, 
the expertise within the service pro-
viders and professional service firms, 
the robust but transparent regulato-
ry regime, the geographic proximity 
to the City of London and the cultur-
al symbiosis of the UK and Ireland.

AThe UK remains closely linked 
to Ireland’s funds industry, and 

we must work together to mitigate 
the uncertainties surrounding Brex-
it. The two main challenges come 
from distribution and investment 
management activities and Ireland 
has a number of solutions to sup-
port various models. 

UK asset managers raise a lot of 
money from within the UK, more so 
than they do in Europe at this time. 
When you think about Mifid and all 
these other rules, UK asset manag-
ers need to ensure their future plans 
are fit for purpose and this means 
potentially setting up separate 
product lines for the UK and Europe. 

With the above in mind, asset 
managers in the UK are moving 
people and functions to Europe 
with Ireland being a direct benefi-
ciary from this move.

Many of Ireland’s third party 
management companies have pro-
actively attained Mifid licences so 
they can act as the EU partner for 
distribution and investment man-
agement, delegating the invest-
ment decisions back to the UK man-
ager as investment advisors. These 
mancos are also playing a pivot-
al role in the marketing of Ucits 
throughout Europe. 

The new regulation stemming 
from Consultation Paper 86 (CP86) 
is driving the requirement for more 
substance across Europe. Ireland 

The flow of assets into Ireland 
represented a staggering 51% of 
the total inflow of European funds 
into Aifs in Q1 2018

 COLIN KEANE SS&C

may be ahead of the curve in adopt-
ing these measures but others in 
Europe are aligning to the require-
ments, with Luxembourg adopting 
new regulation around governance 
and substance on 23 August 2018.

The result of this regulation 
means the partnership between the 
Irish management company’s and 
our UK investment managers is ex-
tremely tight, and some Irish man-
agement companies have housed 
their UK Investment managers in 
their Dublin offices to ensure re-
quirements are met. Ultimately, Ire-
land recognises the importance of 
the UK investment management in-
dustry and we will continue to work 
closely with our UK partners so they 
can continue to focus on the Euro-
pean investor market. 

QHow does this regulation im-

pact administrators and what 

is the future for SS&C?

AThe regulation’s key theme 
is governance and is one of 

SS&C’s strengths. Governance is 
part of our DNA. Fifteen years ago 

SS&C developed an online task 
management tool, GoCheck, specif-
ically for this purpose. 

Today this has been developed 
into a system that is the nerve cen-
tre of our operational ecosystem, 
currently handling over 15 tera-
bytes of data and monitoring over 
300 million tasks. As a standalone 
software solution, we have recently 
seen our clients utilise GoCheck as 
their own governance tool to man-
age Ucits and AIFM oversight. It is a 
simple, yet effective, solution to an 
industry issue.

In terms of the future of SS&C, 
we proactively focus on the ever- 
changing challenges that face our 
clients. Our applications are propri-
etary, which allows us to adapt and 
tailor our offering to clients espe-
cially in our reporting capabilities. 
We view the administrator’s key 
role as the custodians of data, hold-
ing a centralised “golden source” 
record. 

The timescale and complexity re-
quired for the dissemination of this 
data has significantly shortened, 
even though the number of internal 
and external parties requiring this 
information has multiplied. 

We continue to partner with our 
clients, leveraging our proprietary 
technology to meet whatever chal-
lenges await them. 
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