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Exceptional Growth for Malta’s Fund Industry
 

For two consecutive years, Malta has been coveted with Europe’s ‘Best Domicile’ award at the Hedge 
Funds Review 13th European Fund of Hedge Funds Awards 2014.

This success was made possible by Malta’s highly favourable business environment. This includes the role 
played by the island’s Single Regulator, renowned throughout the industry for its flexibility coupled with 

meticulous attention to detail.

The island’s highly competitive, cost-effective business environment and the presence of all the Big Four 
accounting firms adds even further advantage.

 
An onshore EU jurisdiction allowing passporting and redomiciliation of funds, with an efficient fiscal regime, 

a balmy Mediterranean climate and a multilingual, ethical and professional workforce, Malta offers a winning 
combination of advantages specifically designed to foster further growth and maximise success.

for success
structured
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Brexit allows Malta to 
consolidate UK relationship

Interview with Kenneth Farrugia

The shock Brexit result this June sent 
ripples across Europe as individual Member 
States absorbed the news. And whilst some 
jurisdictions have been quick to seize the 
initiative on the back of the uncertainty 
that UK firms face – especially as it relates 
to passporting for London’s much lauded 
financial services industry – Malta is focusing 
on maintaining the harmonious relationship it 
has with the UK.

“We see ourselves partnering with UK 
operators to provide solutions to help them 
sustain their business models; we’re not 
looking to try and take business away 
from the UK,” comments Kenneth Farrugia, 
Chairman of FinanceMalta, which promotes 
Malta’s fund management industry overseas 
(in addition to the insurance sector, trust and 
foundations sector and wealth management). 

“Brexit could present opportunities for UK 
companies who wish to maintain operations 
in Europe but it really depends on the 
passporting issue. Either way, we want to 
sustain the excellent working relationship we 
have with the UK,” adds Farrugia. 

According to FinanceMalta, Malta is 
now home to more than 580 funds with 
an aggregate AUM of EUR9.7 billion. It is 
home to 70 fund managers and 27 fund 
administrators and has 155 Category 1 
licensed entities (administrators, depositaries, 
etc) in addition to 115 Category 2 licensed 
entities; up from 109 at the end of 2015. 

Financial and insurance activities 
contributed EUR149.0 billion or 97.9 percent 
to the total foreign direct investment position 
in Malta last year, according to official 
statistics published by the National Statistics 
Office (NSO). 

“Financial services is an important industry 
for any jurisdiction’s economy because 
of the multiplier effect that extends to the 
whole economy. From a regulatory and 

legal perspective it is difficult to differentiate 
yourself from other jurisdictions. But Malta 
has some key elements that have enabled it 
to attract business over recent years. 

“The open for business mindset that 
prevails in Malta is critical. Not only as far 
as service providers and practitioners are 
considered but even from a political and 
regulatory perspective there exists an open 
for business mindset. Malta implemented 
all the directives in a very timely manner; 
AIFMD, UCITS IV and so on,” says Farrugia.

Indeed, there is a real culture of getting 
things done in Malta. 

Fund promoters can easily meet with the 
MFSA in days, not months. Equally, given the 
size of the island (just 315 square kilometres), 
it allows asset managers to quickly organise 
meetings with other asset managers, lawyers 
and audit firms. Then there’s the cost 
competitiveness of the jurisdiction. Start-ups 
and established managers wishing to launch 
new products have to focus on costs given 
the way that hedge funds have suffered, 
performance-wise, in recent times. 

“They need to look at their expense ratios 
and manage them as best as possible. 
Finding a jurisdiction that is open for 
business, that gets things done, and also 
offers cost-effective solutions – that is a 
compelling opportunity. 

“Not only that, but fund promoters are able 
to structure Maltese funds using a range 
of different legal personalities; partnerships, 
SICAVs, trusts, contractual funds. This gives 
them the flexibility to structure products in 
such a way that best suits their needs and 
target market,” concludes Farrugia. 

FinanceMalta is organising an asset 
management information seminar in London 
on 20th October where it will be discussing 
fund structuring solutions in Malta and 
details of the new NAIF regime. n

Kenneth Farrugia, Chairman of 
FinanceMalta
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following the recent introduction of the 
Notified AIF regime,” comments Professor 
Joseph Bannister, Chairman of the MFSA. 

“So far this year we’ve seen 8 new 
AIFs licensed and 41 PIFs licensed with 
the MFSA,” observes Kenneth Farrugia, 
Chairman of FinanceMalta. “For smaller 
managers who don’t want to go beyond 
EUR100 million, the PIF regime adequately 
fits their requirements so clearly the decision 
by the regulator to maintain the PIF regime 
alongside the AIFMD regime was a good 
one. Fund managers want flexibility today. 
Malta’s product suite provides that flexibility 
to structure hedge funds within the full scope 
of AIFMD, or not as the case may be, using 
the PIF regime. In addition, Malta has a 
healthy UCITS regime.” 

The key to any jurisdiction’s long-term is 
the ability to constantly look ahead and bring 

Over the years, Malta has become a 
jurisdiction of choice for providers of financial 
services particularly the funds sector 
with over 600 investment funds, 86 fund 
managers, of which 40 AIFMs, and 26 fund 
administrators. 

As one of the earliest adopters of the 
AIFM Directive in 2013, Malta has sought 
to provide a compelling route to market for 
smaller and emerging hedge fund managers 
and it appears to be going from strength to 
strength; especially now that the Notified AIF 
regime is available as an additional, quicker, 
alternative route to market. 

“The main aims of the AIFMD were 
those of strengthening the regulatory and 
supervisory framework applicable to AIFMs 
whilst on the other hand, safeguarding 
investor protection. The MFSA feels that 
this is still an area of growth, particularly 

Malta’s NAIF regime is a 
regulatory masterstroke

With the recent introduction of the Notified AIF regime, Malta is positioning 
itself to provide fund promoters with an unregulated fund where speed to 

market is of the essence. By James Williams

OVERV IEW
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Increasing interest in using 
Malta for securitisation 

transactions
Q&A with Professor Joseph Bannister

How do you assess the opportunity 
to build out Malta as one of Europe’s 
leading securitisation markets, given 
that outside of Luxembourg you 
are the only EU jurisdiction to have 
securitisation legislation in place?
Malta provides a legal framework for 
securitisation vehicles, primarily through 
the Securitisation Act which has been in 
place since 2006, and more recently, the 
Securitisation Cell Companies Regulations, 
introduced in 2014. 

This legal framework has enabled Malta 
to develop into a jurisdiction of choice for 
securitisation transactions. The Securitisation 
Act provides both legal clarity and investor 
protection whilst enabling flexibility in the 
structuring of securitisation transactions. Any 
asset can be securitised including future 
receivables and the securitisation vehicle 
may take many different forms, which means 
that there is a vast scope of options for 
securitisation structures. 

Tailored income tax neutrality provisions, 
statutory bankruptcy remoteness provisions 
and a network of over 65 double tax 
treaties increases the attractiveness of the 
legal framework. Malta also offers efficient 
solutions for access to capital markets 
through the Malta Stock Exchange and 
the European Wholesale Securities Market 
(EWSM). Both primary markets are supervised 
by the Malta Financial Services Authority.

Are you seeing signs of interest among 
firms wishing to bring securitisation 
products to market?  
Following the establishment of the European 
Wholesale Securities Market, Malta has 
seen a significant interest in securitisation 
products from professional investors. 

The introduction of the Securitisation Cell 
Companies Regulations has brought an 
increase in the number of securitisation 
vehicles structured in Malta. 

The Securitisation Cell Companies 
Regulations were introduced by Legal Notice 
411 of 2014. The Regulations provide an 
effective and legally entrenched framework 
for segregation of different sets of assets 
and risk instruments within a single special 
purpose vehicle, the Securitisation Cell 
Company, thereby allowing for the launch of 
multiple securitisation transactions without 
incurring any risk of cross-contamination 
between the different sets of creditors and 
investors. 

The Securitisation Cell Companies 
framework can also be adopted for the 
structuring of reinsurance special purpose 
vehicles in order to tap into the cross-border 
opportunities of insurance linked securities 
since the coming into force of the Solvency 
II Regime.

How important is it that Malta 
operates within an English-speaking 
medium as it looks to continue to 
enhance its reputation as one of 
Europe’s leading financial centers?
English is the language of business and all 
legislation is officially published in English 
and Maltese, with the interpretation of 
the English text prevailing for all financial 
services legislation. Malta also has a hybrid 
legislative framework rooted in both Anglo 
Saxon common law principles and the 
Napoleonic code and relies on tried and 
tested benchmarks in commerce. This 
essentially means that Malta provides an 
extremely functional and efficient medium for 
doing business both in and out of the EU.  

Professor Joseph Bannister, 
Chairman of the Malta 
Financial Services Authority

MFSA
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MFSA

Do you feel that the MFSA and the Maltese 
Government have the necessary legal structuring 
tools in place to support a vibrant securitisation 
market? 
Yes. The Securitisation Act is both non-intrusive and 
flexible, and at the same time secures the required level 
of investor protection. Should the securitisation company 
become insolvent, the Securitisation Act provides for rules 
aimed at protecting the rights of the investors, the originator 
and other securitisation creditors over securitisation assets. 

Furthermore, the bankruptcy remoteness principle 
isolates the securitisation assets from any insolvency 
risks of the securitisation vehicle, the originator or any 
service providers. Securitisation creditors, including 
bondholders in a securitisation vehicle enjoy a 
privilege over the assets of the securitisation vehicle, 
and therefore rank prior to other claims at law. The 
Securitisation Cell Company framework has brought 
in an additional structuring option, which increases 
economies of scale and enhances investor protection 
while enabling the structuring of multiple transactions 
though a single securitisation vehicle.

What would the typical structuring options be for 
those wishing to establish a securitisation vehicle? 
In accordance with article 3 of the Securitisation Act, a 
securitisation vehicle may be established as:
(a) a company, including an INVCO or SICAV;
(b) a commercial partnership;
(c) a trust created by a written instrument; or
(d) any other legal structure approved by the MFSA for a 

securitisation transaction.
A company is the predominant legal structure for 
securitisation vehicles established in Malta. The 
Securitisation Cell Companies Regulations have recently 
introduced the possibility of a securitisation vehicle 
structured as a cell company. A securitisation cell company 
is a single legal entity made up of a non-cellular part 
(the core) and an unlimited number of cells. Assets and 
liabilities of a securitisation cell company are segregated 
into cells and treated as separate patrimonies from each 
other and from the core of the securitisation cell company. 

Another important development for Malta could 
be the loan market, especially as the EU looks 
to introduce a level playing field with the Capital 
Markets Union. What are your thoughts on this?
The Action Plan on Building a Capital Markets Union 
seeks to explore ways to build a pan-European approach 
to better connect SMEs with a range of funding sources 
and to strengthen alternative funding channels for 
these types of enterprises. The recent increase in the 
structuring of securitisation arrangements under the 
Securitisation Act also connects well with the European 

approach, which aims to revitalise the cross-border 
securitisation market and introduce a framework for 
simple, transparent and standardised securitisations. 

This comes at the same time as the launch of the 
Maltese loan funds framework, which is built on the 
AIFMD and further reinforced by a number of risk 
mitigation conditions. These developments will continue 
sustain the momentum that is driving Maltese financial 
services going forward. 

To date, the Authority has licensed 5 loan funds 
and 30 securitisation vehicles have been notified to the 
Authority, together with one licensed reinsurance vehicle. 
The Authority is confident that both the securitisation and 
the loan fund market will increase the relevance of the 
financial sector to the real economy and SMEs, thereby 
contributing to the deepening of the financial markets. 

Finally, could you briefly outline what conditions 
need to be met by fund promoters wishing to 
use a Maltese AIF or PIF for the purpose of loan 
origination?
The approval and licensing of loan funds, whether 
established as Maltese AIFs or PIFs, is regulated by 
the Act together with the Standard Licence Conditions 
applicable to Collective Investment Schemes authorised 
to invest through Loans. These Rules apply specifically 
to loan funds in addition to any laws, regulations or 
standard license conditions that are already applicable 
to AIFs or PIFs. Indeed, the scheme, established as a 
PIF or AIF, will be structured as an unleveraged, closed-
ended scheme, and will be able to invest through loans 
solely and exclusively to unlisted companies, SMEs and 
other entities approved by the MFSA. 

With regards to service providers, the Scheme shall 
appoint a fund manager, a custodian, an auditor, an 
external valuer, a compliance officer and a money 
laundering reporting officer. In particular, the fund 
manager is expected to have sufficient financial 
resources and liquidity at its disposal to enable it to 
conduct its business, and the systems, experience 
and expertise deemed necessary by the Authority for 
it to provide management services to these funds. 
The custodian shall be in possession of a license as 
prescribed in terms of the applicable legislation. 

The fund manager is required to comply with the 
investment objectives, policies and restrictions of 
the Scheme as outlined in the Offering Document, 
particularly with regards to eligible investments, the risk 
profile of the fund and other terms of the offer. 

The use of leverage and the reuse of collateral by 
the Scheme are not permitted. Finally, it is required to 
establish and implement a credit risk strategy, as well as 
a liquidity management policy to monitor the Scheme’s 
liquidity risk. n
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new solutions to the investment management 
community. A healthy dose of pragmatism 
also goes a long way, as regulators look to 
strike the right balance between effective 
oversight and ease of doing business.

As such, the decision to retain the PIF 
regime following the introduction of AIFMD 
was key to keeping Malta’s funds jurisdiction 
as flexible as possible. Whereas the AIF is 
fully passportable, the PIF is not. 

The PIF regime defines three types 
of investors. An Extraordinary Investor is 
someone who invests EUR100,000 or more 
in the fund. A Qualifying Investor is defined 
as someone willing to invest EUR75,000 to 
EUR100,000, and an Experienced Investor as 
someone willing to invest EUR20,000. 

“The plan is to consolidate the PIF regime 
and have one category: the Qualifying 
Investor Fund. If a PIF is set up and does 
not opt to be a de minimis PIF (EUR100 
million threshold for open-ended funds and 
EUR500 million for closed-ended funds), and 
the manager is aware that such thresholds 
will be exceeded after the fund launches, the 
MFSA will require the PIF to be converted 
into an AIF where it will fall under the full 
scope of AIFMD,” explains Nicholas Warren, 
Manager, Corporate Services, Chetcuti 
Cauchi Advocates. 

To add even further choice to investment 
managers, this June Malta formerly introduced 
the Notified AIF regime. Traditionally, the 
MFSA has always been oriented towards 
regulating the authorisation and supervision 
of funds, together with the authorisation and 
supervision of service providers.

“The Authority had adopted this approach 
in the transposition of the UCITS IV and 
V Directive. This approach was further 
consolidated in the transposition of the 
AIFMD, notwithstanding the fact that 
this Directive sought to regulate the fund 
manager rather than the fund. 

“Through the introduction of the 
Notified AIF, the Authority is focusing its 
regulatory and supervisory efforts on the 
fund manager, in line with the AIFMD. 
However, the Authority has also introduced 
a number of safeguards to strike a balance 
between expectations of fund promoters 
and adequate investor protection. Thus, 
the AIFM and the governing body of the 
Notified AIF each undertake responsibility for 

the fund including inter alia the obligations 
arising in terms of the AIFMD. Furthermore, 
the AIFM is required to carry out the 
necessary due diligence on the members 
of the governing body of the fund and on 
the service providers of the fund,” explains 
Professor Bannister.

This is a huge opportunity for Malta and 
demonstrates the power of pragmatism. 
Granted, it is still early days so one cannot 
accurately assess the popularity of the NAIF, 
but the fact that Europe now has onshore 
unregulated funds – Luxembourg in turn has 
introduced the Reserved AIF – is a big step 
forward and symbolises a merging of the 
onshore and offshore worlds. 

“The NAIF is currently only available to 
those who are already set up as EU AIFMs, 
however it will become available to third 
country AIFMs if and when the country 
where they have been established has been 
granted passporting rights under the AIFMD,” 
explains Dr Louis de Gabriele, head of the 
Corporate and Finance practice group at 
Camilleri Preziosi Advocates. “Initial interest 
is coming from those who already know 
about Malta and perhaps already have some 
presence here or have past experience 
at using Malta and are better placed to 
understand the additional advantages that 
the NAIF regime could offer them.”

Dr Jean Farrugia is senior partner at DF 
Advocates. Discussing the genesis of the 
NAIF regime, he comments: “The MFSA 
decided to look into the possibility of having 
a fund product that could be launched by 
regulated AIFMs, that would be recognised 
as an AIF under AIFMD, without the fund 
itself requiring a license from the regulator. 
In other words, shifting the responsibility 
of assessing the fund documentation, and 
making sure that everything is line with the 
requirements of the Directive under Maltese 
law, on to the AIFM. 

OVERV I EW
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The NAIF: Europe’s 
missing piece of the jigsaw 

Interview with Dr Maria Chetcuti Cauchi & Dr Stefania Grech

Dr Maria Chetcuti Cauchi, 
Partner and Co-Founder of 
Chetcuti Cauchi Advocates

Dr Stefania Grech, Financial 
Services Associate, Chetcuti 
Cauchi Advocates

The Maltese Notified Alternative Investment 
Fund (NAIF) fills a gap in Europe’s fund 
market. According to Dr Stefania Grech, 
Financial Services Associate, Chetcuti 
Cauchi Advocates, an unregulated fund was 
the one product missing in the Maltese Fund 
Industry. “Now, from a European perspective, 
there is no discrimination when it comes 
to the creation of an unregulated vehicle, 
offshore versus onshore.

“The NAIF regime could create an 
opportunity for investment managers to set 
up an onshore European structure to market 
to European investors. This could be done 
pari passu to the offshore fund, creating the 
possibility for fund managers to have both an 
unregulated offshore fund and an unregulated 
onshore EU fund following the same 
underlying investment strategy,” says Dr Grech.

By applying the regulatory gaze solely to 
the manager, and not the fund vehicle as 
well, the NAIF regime has, in effect, brought 
together the best elements of the offshore 
and the onshore world. 

“The investor has to be comfortable 
having an unregulated product; that is why 
I think it will be a benefit to managers who 
wish to set up similar structures to their 
offshore fund(s). There will be some EU 
investors who still want to invest in regulated 
funds, in which case the Alternative 
Investment Fund (AIF) would be the ideal 
route,” says Dr Grech.

“This brings us closer to the offshore 
model, yet at the same time, regulators and 
investors can take comfort knowing that the 
manager is fully regulated,” adds Dr Maria 
Chetcuti Cauchi, Partner and Co-Founder of 
Chetcuti Cauchi Advocates, emphasizing that 
speed to market (a maximum of 10 business 
days) is one of the NAIF’s biggest advantages. 

Dr Chetcuti Cauchi thinks that this new 
regime signals a shift for the better from a 
regulatory perspective. In the past, she says, 
Malta has historically focused on regulating 

the fund product itself – PIFs, UCITS (and 
non-UCITS) retail funds, and the Recognised 
Incorporated Cell Company (‘RICC’) regime. 
All are subjected to ongoing supervision by 
the MFSA. 

However, upon the adoption of the AIFMD, 
a new reality was presented, in Malta and 
across Europe. Being a manager-focused 
directive, AIFMD aims to ensure suitable 
regulation over the fund managers themselves 
(the AIFMs) rather than the funds. 

Whilst presenting challenges associated 
with double regulation, with the risk of an 
overly protective fund domicile, this scenario 
has also presented vast opportunities. 

“Malta identified this potential drawback 
of double regulation and came up with the 
NAIF regime, allowing for a new type of fund 
to be structured upon the appointment a duly 
authorised EU/EEA full-scope AIFM. There is 
a notification process rather than a licensing 
process. This is the shift that we refer to 
– away from product regulation and more 
towards manager supervision,” explains Dr 
Chetcuti Cauchi. 

Given that AIFMs are already highly 
regulated, Dr Grech feels it was important 
to create a new fund that could ride on the 
coat tails of the AIFM’s license, and do away 
with dual regulation. “The NAIF is really an 
AIFM product and we think it will be very 
important going forward.”

“We’ve already seen a lot of interest. We 
expect investment managers to embrace this 
product,” adds Dr Chetcuti Cauchi. “We think 
the SICAV will still be a popular legal vehicle, 
however, since the NAIF’s obligations rest 
squarely with the AIFM, we don’t exclude 
the contractual or limited partnership models 
from gaining momentum. It depends on the 
AIFM and their end investors. If the latter 
are used to a particular model, such as the 
limited partnership,we don’t exclude that 
such managers will resort to that same 
familiar model.” n

CHETCUT I  CAUCH I  ADVOCATES
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“The result was the introduction of the 
Notified AIF. From a tax perspective, AIFs 
set up and launched in line with the NAIF 
regime shall be fiscally treated in the same 
manner as licensed AIFs and therefore 
non-prescribed NAIFs will benefit from a 
complete tax exemption. Also, given that the 
NAIF is an EU product, the AIFMD marketing 
passport will be available, meaning a 
NAIF can be marketed cross-border to 
professional investors within the EEA without 
further regulatory obstacles being imposed.”

Since the NAIF is an unregulated product, 
when it comes to funds that target underlying 
assets that the MFSA deems risky and in 
need of regulation, they will be automatically 
excluded from being set up as a NAIF. Loan 
funds would not qualify, for example. 

“The NAIF is not subject to a licensing 
process by the MFSA and the onus of due 
diligence and responsibility lies within the 
AIFM. The NAIF cannot be self-managed, 
cannot be in the form of a loan fund and 
cannot invest in non-financial assets, 
including real estate,” says Dr Stefania 
Grech, Financial Services Associate, Chetcuti 
Cauchi Advocates. She confirms that there 
are five exclusions, in total:
• Funds that are self-managed; 
• Funds that are managed by non-EEA 

AIFMs (at least until the AIFM’s domicile 
receives third country passporting rights 
by ESMA i.e. Jersey and Guernsey);

• Loan funds;
• Funds that invest in non-financial assets 

as specified by the MFSA; and finally,
• Maltese collective investment schemes 

that already hold a license under Malta’s 
Investment Services Act.

“The flexibility of the NAIF has opened up 
the door to structuring alternative funds. It 
will allow fund promoters to tap in to new 
unexplored regimes and will give investors 
the opportunity to invest onshore in a legal 
structure that is similar to what they are used 
to in the offshore world. The NAIF gives 
investment managers the chance to run an 
onshore strategy pari passu to an offshore 
strategy. As a variety of legal structures can 
be used, it ends up becoming a more tax 
efficient investment vehicle for the investor,” 
says Dr Grech.

“In addition to the SICAV & INVCO, fund 
promoters are free to structure a NAIF as a 

limited partnership, incorporated cells, a unit 
trust or a contractual fund,” says Dr Maria 
Chetcuti Cauchi. “As a new typology in the 
funds industry, the Malta NAIF has de facto 
revolutionised the process for structuring of 
funds in that it speeded up the customary 
time-to-market. By regulating and supervising 
the manager rather than the fund itself, much 
of the MFSA’s work is brought to a level of 
merely inserting the new NAIF into a list the 
records it maintains. This is welcome news to 
any fund manager when the latter comes to 
choose the venue of domiciliation of their fund.”

Over at Camilleri Preziosi, Dr de Gabriele 
confirms that the NAIF is picking up 
momentum but says it takes time to build 
awareness when introducing any new 
fund product. “It’s too early to make an 
assessment on where this could go. But 
it has the right attributes to be successful 
going forward in my view. People are asking 
the right questions.”

Asked whether the NAIF could be used in 
a sub-investment management arrangement 
whereby non-authorised AIFMs appoint a 
third party AIFM, Dr de Gabriele comments:

“That becomes slightly more complicated. 
The premise of the Notified AIF framework 
is to make it as simple and expeditious as 
possible. Provided the registered AIFM takes 
responsibility for the fund and the fulfillment of 
its obligations under the AIFMD, there should 
be no theoretical reason why it couldn’t 
launch a NAIF on behalf of a fund promoter in 
a sub-investment management arrangement. 
The emphasis is placed firmly on the 
manager, after all, not the fund itself. Whether 
it is the AIFM promoting the fund product or 
whether it is a third party promoting it with 
the AIFM providing full oversight, it shouldn’t 
make that great a difference. 
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Factors that make Malta 
an ideal fund jurisdiction

Interview with Paulianne Nwoko

Apex Fund Services has been operating 
in Malta since 2008 and has seen, first 
hand, how quickly the island has evolved 
into one of Europe’s leading onshore fund 
jurisdictions. 

Following the chaos of the financial crash, 
start-up managers chose Malta because 
it represented a cost effective option. This 
worked to Apex’s advantage but as Paulianne 
Nwoko, Managing Director of Apex Fund 
Services (Malta), points out: “Over the years, 
Malta has evolved into an established financial 
jurisdiction with a deep pool of professionals 
spanning all aspects of the funds industry; law 
firms, audit firms, fund administrators, and, to 
a lesser extent, custodians. 

“We’ve been growing consistently both in 
AuA and staff numbers year-on-year, such 
that Apex is now considered one of the 
largest fund administrators on the island 
today, administering approximately EUR2.5 
billion in assets with over 70 staff.”

In addition to a pool of locally qualified 
accounting and finance graduates, Malta 
continues to attract talent from across the 
EU and Apex has around 13 nationalities 
working in its local office.

Malta offers a range of legal structures 
from SICAVs to INVCOs, unit trusts and 
limited partnerships, together with double 
taxation treaties in place with 68 other major 
jurisdictions. 

“The fund is not taxable unless it is 
investing more than a certain percentage 
of assets in Malta; which is very unlikely. 
There are no capital gains on shares and no 
witholding tax applicable to Maltese funds. 

“Malta also operates a full imputation 
system on company taxation. This means 
that provided the Company’s shareholders 
are not resident in Malta, they have the 
right to claim back 6/7ths of the tax paid 
on the distributed profits, resulting in an 

effective tax rate of approx. 5% out of the 
35 per cent standard corporate tax rate,” 
explains Nwoko.

From a personal tax perspective, for those 
living and working in Malta they are able to 
benefit from the Highly Qualified Persons 
income tax scheme, which Malta introduced 
three years ago. 

“This was implemented in order to attract 
highly qualified and skilled people to Malta. 
They are taxed at a flat 15 per cent on their 
income, which is very attractive for people 
relocating from cities like London where the 
tax rate is much higher,” says Nwoko. 

Indeed, there are signs that the numbers 
of operations and back-office staff of fund 
managers are increasing in Malta, just as the 
island is experiencing a clustering effect of 
newly registered AIFMs. This is creating a 
community of hedge fund professionals and 
further underscores how far Malta has come 
as a financial jurisdiction.

“One of the major advantages that Apex 
has is strong client relationships as we 
ensure that for every client the agreed 
upon deliverables are unfailingly met. 
Continuing to expand upon the suite of 
products and solutions that we offer as a 
group is important, but of more importance 
and central to our founding philosophy 
is understanding our clients’ needs and 
delivering on our promises.

“Our clients in Malta appreciate that 
they are not partnering with a small local 
administrator but an international top 20 fund 
administrator with a global AuA of USD45 
billion, en route to becoming one of the top 
10 global fund administrators within the next 
two years.

“From Malta, we can offer the full 
spectrum of administration services that 
promoters of both local and international 
funds require,” concludes Nwoko. n

Paulianne Nwoko, Managing 
Director of Apex Fund Services 
(Malta)

APEX  FUND SERV ICES
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therefore insulated from any possible claims 
arising from other creditors of the same 
SCC, both in respect of instruments issued 
through other cells, as well as the general 
creditors of the company. 

Recently, Malta launched its first 
re-insurance SPV, when USA Risk established 
Exchange Re SCC Limited– a platform for 
collateralised reinsurance transactions that 
avails of the SCC structure (www.artemis.bm/
blog/2016/08/10/exchange-re-authorised-
as-rspv-scc-in-malta-ready-for-ils-business/). 
The platform calls itself the first “ILS platform 
in Malta for private collateralised reinsurance 
transactions organised as a securitisation cell 
company (SCC)”. 

This places Malta at the European 
vanguard of jurisdictions able to provide cell 
structures for insurance-linked securities 
transactions, including collateralised 
reinsurance transactions and is yet another 
example of how the island is optimising the 
flexibility of its legal structuring arsenal to 
cater to investment managers across the 
asset management spectrum.

The NAIF can also be used for 
securitisation products. “In Malta there 
are two routes to market for securitisation 
products – one can either go through 
the licensed route, which is then publicly 
marketed in the EU, or one can go thorugh 
the privately placed route with an unlicensed 
vehicle. Malta’s reputation as a securitisation 
market is becoming more prominent. We 
are seeing more and more interest in 
securitisation vehicles,” notes Dr Grech. 

In conclusion, Kenneth Farrugia is in no 
doubt that the NAIF will further enhance 
Malta’s reputation.

“The first NAIF has been authorised and I 
think it is an excellent product that provides 
quick time to market, which is ultimately what 
any fund promoter looks for. If a manager has 
a strategy in mind and wants to take it to the 
market quickly, but doesn’t want to go through 
a laborious due diligence and approval 
process, they can now use an appointed 
AIFM to get a Notified AIF off the ground 
within 10 working days. That is a big plus for 
managers where timing is of the essence. 

“The NAIF was a great example of close 
collaboration between Malta’s funds industry 
and the MFSA so far as addressing the 
licensing requirements of fund products.” n

“I would not exclude the possibility of that 
happening going forward because the rules 
don’t expressly exclude it.”

The lighter touch nature of Maltese 
regulations renders the setting up and 
launching of EU AIFs via Malta easier, 
quicker and more cost-effective. 

“It can safely be stated that with the 
introducing of the NAIF, Malta has once 
again placed itself at the forefront of 
regulatory innovation in Europe making it a 
preferred destination and base for the fund 
industry,” opines Dr Farrugia. “That said, 
there are fund promoters who would still opt 
to launch their fund under the PIF regime 
– particularly venture capital and private 
equity fund promoters who aren’t necessarily 
interested in distributing their fund across the 
EU and therefore do not necessarily require 
a fully AIFMD-compliant product.”

Aside from the NAIF, one other interesting 
area of growth for Malta is with respect to 
the securitisation market. This is something 
that is gaining traction again following the 
financial crisis, and Malta is in a strong 
position to act as one of Europe’s leading 
securitisation markets.

Previously, the jurisdiction already had the 
protected cell company (PCC), which was 
established in both law and practice when the 
Securitisation Cell Company (SCC) Regulations 
came into force at the end of 2014. 

As the MFSA points out its June 
newsletter, protected cell companies 
been a feature of Maltese insurance law 
for well over a decade and a number of 
insurance PCCs have already been operating 
successfully for a number of years. 

“Insurance sits alongside the asset 
management sector and today we have 
around 59 insurance offerings here in Malta 
for both life and non-life areas of the market; 
the latter accounting for a large chunk. 
Combine that with insurance managers in 
Malta and there are some big names –AON, 
Munich Re. We have around 13 insurance 
managers presently,” says Kenneth Farrugia. 

Leveraging the PCC, the Securitisation Cell 
Company allows fund managers to establish 
securitisation vehicles that use multiple 
compartments (cells) to cater for different 
groups of investors and different sets of 
assets or risks. Each cell is ring fenced for 
every other cell in the SCC structure, and 

11 
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Key features of Malta’s 
new regime

Interview with Dr Louis de Gabriele

listed in Section C of Annex I of MiFID 
cannot be established as NAIFs. 

Furthermore, collective investment 
schemes which are already licenced in 
terms of the Investment Services Act cannot 
convert into NAIFs.
Notification process
This is broadly as follows: the AIFM must 
submit a notification pack to the MFSA 
which includes a notification form with the 
required accompanying documentation 
within 30 calendar days from the date of 
resolution of the governing body of the 
AIF approving the prospectus. “The above 
mentioned accompanying documentation 
includes, amongst others, the prospectus of 
the fund and a joint declaration by the AIFM 
and the governing body of the AIF by which 
each undertakes responsibility for the AIF, 
including, inter alia, the obligations arising 
under the AIFMD,” explains Dr de Gabriele. 
Due diligence requirements
Prior to submitting a request for inclusion of 
the AIF in the ‘List of Notified AIFs’, AIFMs 
will need to carry out the necessary due 
diligence to ensure that the service providers 
and the governing body of the AIF are ‘fit 
and proper’. 

“In particular, at the outset, the AIFM 
shall not permit a person to hold the office 
of director of the AIF unless it is satisfied 
on reasonable grounds that the person 
complies, and will comply on an ongoing 
basis, with high standards of fitness and 
probity,” confirms Dr de Gabriele. He 
concludes by adding:

“The introduction of the NAIF regime 
consolidates Malta’s reputation in the 
global fund industry as a domicile of choice 
for fund promoters and managers and it 
could be a game changer. If competing 
jurisdictions don’t follow suit, Malta could be 
well placed for an inflow of business in the 
coming months and years.” n

“In my view, the main benefits are twofold,” 
says Dr Louis de Gabriele, head of the 
Corporate and Finance practice group 
at Camilleri Preziosi Advocates, when 
discussing the newly introduced Notified AIF 
(NAIF) regime. 

“Firstly, the NAIF regime will significantly 
condense time to market for these types 
of funds. Indeed, the MFSA has committed 
itself to list funds on the ‘Notified AIF 
List’ within ten business days from the 
submission of a complete notification pack, 
which will allow AIFMs to bypass the costs 
and delays associated with licensing regimes 
elsewhere . 

“Secondly, the NAIF regime removes the 
dual layer of regulation currently applicable 
at both AIFM level and fund level. In the 
spirit of AIFMD, the NAIF regime shifts the 
onus of ensuring AIFMD compliance onto 
managers and eliminates regulation at 
product level.”

There are several key features of the NAIF:
Full compliance with AIFMD
NAIFs are not authorised, licensed or in any 
way approved by the MFSA. “Nonetheless,” 
says Dr de Gabriele, “it is imperative to note 
that the Notified AIF regime is fully compliant 
with AIFMD – this new regime merely relies 
on the AIFM’s regulatory status and good 
standing and thus the onus of ensuring 
AIFMD compliance is borne by the AIFM.” 
Form
In a similar manner to AIFs, a NAIF can 
be either open-ended or closed-ended and 
established as an investment company 
(either a SICAV or INVCO), a unit trust, a 
contractual fund, a limited partnership, an 
incorporated cell within an incorporated cell 
company or as an incorporated cell of a 
recognised incorporated cell company. 

Self-managed AIFs, property funds, loan 
funds and funds which invest in instruments 
and assets other than financial instruments 

Dr Louis de Gabriele, head 
of the Corporate and Finance 
practice group at Camilleri 
Preziosi Advocates

CAMILLER I  PREZ IOS I  ADVOCATES
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The attractions of Malta’s Notified AIF regime 
have been well documented in this report 
and whilst it presents a unique opportunity 
for authorised AIFMs, the regime will not 
necessarily be applicable to start-up and 
emerging managers. 

These are very much the lifeblood of 
Malta. Catering to this market segment 
has helped to differentiate the island from 
other, more established fund jurisdictions. 
So whilst the NAIF regime is an important 
development, Malta remains committed 
to supporting smaller fund managers who 
remain out of the full scope of AIFMD. 

“Start-up managers remain the primary 
client profile for our business in Malta,” 
confirms Paulianne Nwoko, Managing 
Director of Apex Fund Services (Malta). 
“We do have a number of well-established 
managers on the books who continue to 
grow and launch new funds with us but we 
continue to see a strong flow of start-up 
managers. 

“From a regulatory perspective, AIFMD 
is more established and fully understood 
by managers. It’s more of a ‘plain sailing’ 
environment in which to launch funds – there 
is less fear and confusion. Managers can 

Malta’s service provider 
community sees good 

times ahead
Whether it’s providing AIFM management company solutions, depositary 

lite solutions, or simply providing start-up managers with a high-touch level 
of service, Malta’s service provider community continues to evolve with the 

times. By James Williams

 19



www.circlepartners.com

Circle Partners is a global, independent fund administrator 
providing a comprehensive range of fund administration,
corporate, legal and reporting services to investment funds.

Your true partner 
to progress

CIRCLE6003 Adv Bratislava-NLbeeld_A4.indd   1 21-03-16   17:11



www.hedgeweek.com | 18MALTA Hedgeweek Special Report Sep 2016

Circle Partners (‘Circle’) is an independent 
fund administrator with offices across the EU, 
the Americas and Hong Kong. Circle has the 
ability to set up sub-funds on its Luxembourg 
SICAV and guide start-up managers through 
the whole process of bringing a new fund to 
market in all major fund jurisdictions. 

By extension, Circle has a large network 
of local counterparties based in Malta and 
as Peter Jakubicka, Business Development 
Manager at Circle explains: “We can offer 
a ‘one-stop shop’ solution from the set-up 
phase through to launch including brokers, 
custodians, auditors; basically all of the 
functions that are required for the proper 
functioning of a fund in Malta. This makes 
the whole process of licensing a lot faster.”

The first step for any fund promoter is 
choosing the most suitable legal structure for 
the fund, which in turn will be determined by 
the type of investors and the nature of the 
investment strategy. 

“Then proper preparation of all the fund 
documents is required for the licensing 
process in order to get the application 
through in good order. To do this requires 
having an in-depth knowledge of the MFSA’s 
requirements, which Circle Partners and our 
local counterparties have. 

“The third stage is the submission of the 
application and follow-up communication 
with the MFSA. The last stage involves 
us opening the brokerage account for the 
fund and disseminating the fund’s offering 
documents to all relevant parties,” explains 
Jakubicka. 

Jakubicka confirms that Circle is presently 
in the process of setting up a Maltese FX 
fund for a client but cannot reveal details 
at this stage. He confirms, however, that 
in the initial stages of discussions with the 
client, the Circle team explained the full 

range of structuring possibilities and fund 
management options on the island. Indeed, 
one of the benefits of Malta is the choice of 
fund structuring options. It is home to three 
different fund regimes – the UCITS regime, 
the AIFMD regime for Alternative Investment 
Funds (and now Notified AIFs), and the 
Professional Investor Fund (‘PIF’) regime. 

“PIFs are divided into three sub 
categories, based on whether they are 
promoted to experienced investors, qualifying 
investors or extraordinary investors. The 
client chose to promote to qualifying 
investors, meaning a minimum investment of 
EUR75,000,” says Jakubicka. “In terms of the 
fund’s management, the most suitable and 
cost effective solution is for the Fund to be 
self-managed, as opposed to appointing an 
external AIFM.”

Jakubicka says that the time for getting 
a Malta fund to market takes three to 
six months, on average, from the date of 
submission of the application.

“The MFSA will look for multiple 
recommendation letters. The whole KYC 
exercise on all directors, promoters and 
other related parties is a must. Certain 
functions such as, for example: a money 
laundering reporting officer, compliance 
officer and administrator need to be 
appointed locally in Malta or in a jurisdiction 
recognised by the MFSA.

“In the early weeks, whilst all the offering 
and constitutional documents are being 
prepared we make sure all the due diligence 
documents are duly collected to make sure 
the application process with the MFSA goes 
as smoothly as possible.

“A good service provider will guide you 
through the licensing process, which can 
be a complicated exercise,” concludes 
Jakubicka. n

A one-stop shop solution 
to launching Malta funds

Interview with Peter Jakubicka

Peter Jakubicka, Business 
Development Manager at 
Circle Partners

C IRCLE  PARTNERS
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now decide more clearly where and when 
they wish to set up hedge funds in Europe.”

Over the past 12 months, the majority of 
new launches have been AIFs by de minimis 
managers (sub EUR100 million in AUM), 
typically as self-managed AIFs, according to 
Nwoko. “One of the biggest products that 
Malta had to offer prior to AIFMD was the 
PIF regime. This remains in place and well 
used but is less rigorous than the AIFMD 
rulebook,” says Nwoko, who adds that 
deciding on whether to launch an AIF or a 
PIF largely depends on the size of the fund 
and the fund promoter’s distribution strategy. 

“Start-up managers will typically opt 
for a PIF and over time, as they grow 
their business, they convert it into an AIF. 
When you are launching a fund below 
EUR20 million, for example, the most 
effective regime is the PIF regime because 
whilst it is still a regulated fund product 
it gives managers more flexibility. They 
aren’t required to have a local depositary 
for example.” 

When it comes to legal structures, the 
Maltese SICAV remains the most popular 
option. If fund promoters are looking to launch 
more esoteric, illiquid strategies investing in 
non-financial assets, however, Malta has a 
strong network of service providers to provide 
proper guidance and understanding over 
the various tax advantages available at the 
structuring phase. 

“We have a strong community of law firms 
with expertise in all areas of fund structuring 
and tax to help fund promoters arrrive at the 
best decision on how to proceed. We always 
make sure that we try to be as involved 
as possible at the beginning. It’s important 
for us to understand the operational 
functions around the fund so that we can 
help introduce the most suitable service 
providers,” says Nwoko. 

One firm that chose Malta back in 2008 
was FMG Malta Ltd (‘FMG’). FMG, which is 
headquartered in Malta, is the owner and 
Investment Manager of the Comino Platform, 
a SICAV platform that offers fund hosting 
solutions under the AIFM Directive and one 
of a growing number of AIFMs operating 
in Malta to provide clients looking to bring 
European funds to market. 

“Malta was attractive to us in terms of its 
business friendly environment and the overall 

economics of setting up a fund management 
business. Malta has proven to be an 
excellent jurisdiction in terms of hosting the 
management company. We have a good 
mix of locals and internationals in the Malta 
office,” comments Gunnar Detlie, Group 
Chief Operating Officer at FMG. 

“We have clients that launch Cayman 
funds, Bermuda funds, as well as Malta 
fund and wish to appoint an external AIFM 
for various reasons. As such, we package 
everything together under the ‘external asset 
management’ monicker. Comino is just one 
of the products. We will soon be launching a 
UCITS platform as well, based on the same 
concept of providing external management 
company support,” confirms Detlie.

Ronn Henry is Senior Advisor, External 
Asset Management, FMG (Malta) Ltd. He 
says that the concept of the Comino platform 
is to make launching a fund more cost-
efficient “by leveraging our local expertise 
and professional services so that clients 
can concentrate on what they are good at; 
managing money. 

“We basically provide a ‘plug-and-play’ 
solution so that our clients can focus on the 
front-office aspects of running a fund.”

Other AIFMs are enjoying good traction 
in Malta as well. Cordium, for example, 
has the Cordium Total AIFM Solution or 
‘CTAS’ solution, which differs from other 
AIFM models in that rather than appointing 
an external AIFM, the fund manager owns 
the AIFM, which Cordium helps to set up 
and operate on the client’s behalf in Malta 
minimising time, so that the fund manager 
can focus purely on the portfolio. 

“The premise of CTAS is that the client 
owns the AIFM and we operate it. CTAS 
is not a fund platform solution on which 
managers can launch sub-funds. We don’t 
get involved in the distribution side of things 
at all; that’s the front-office responsibility of  22
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“Malta was attractive to us in 
terms of its business friendly 
environment and the overall 
economics of setting up a 
fund management business.”
Gunnar Detlie, FMG
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Malta ushers in the 
Notified AIF 
Interview with Dr Jean Farrugia

On 10th June 2016, Malta burnished its 
reputation when the Malta Financial Services 
Authority (‘MFSA’) launched the Notified 
Alternative Investment Fund (‘NAIF’) regime 
through the publication of the Investment 
Services Act (List of Notified AIFs) Regulations 
in the Malta Government Gazette.

This sets the scene for fund promoters 
to launch AIFs through Malta by means of 
a light touch notification process without 
having to go through a full licensing process 
with the MFSA. Rather, the NAIF may be 
launched by full-scope AIFMs authorised by 
the MFSA under the Investment Services 
Act, who will shoulder the responsibility of 
oversight and compliance. 

“Aside from Malta-based AIFMs, an 
EU AIFM that has passported its fund 
management license to Malta under Article 
33 of the AIFMD will also be able to launch 
a NAIF. Third country AIFMs may submit 
requests for a notification of an AIF, if 
passporting rights have been granted to 
the country where the AIFM has been 
established,” confirms Dr Jean C Farrugia, 
senior partner at DF Advocates.

The AIFM will need to submit a request 
for inclusion by the MFSA of an AIF or for 
one or more sub-funds of a NAIF in the List 
of Notified AIFs.

The AIFM must submit the following 
documentation together with the 
aforementioned notification request:
• A prospectus containing the minimum 

criteria prescribed in the relevant 
Investment Services Rules and duly 
compiled having regard to the template 
made available by the MFSA;

• A resolution approved by the governing 
body of the AIF certifying that the 
prospectus of the AIF satisfies the minimum 
criteria prescribed by the MFSA in the 
applicable Investment Services Rules;

• A self-certification by the AIFM that, 

having regard to any delegate manager(s) 
or advisers it has in place, it has the 
necessary competence and experience to 
manage the AIF and monitor it effectively;

• A joint declaration by the AIFM and the 
governing body of the AIF by which each 
undertakes responsibility for the AIF, 
including, inter alia, the obligations arising 
under the AIFMD;

• A declaration by the AIFM confirming that it 
has carried out the necessary due diligence 
with regard to the service providers of the 
AIF and the governing body of the AIF. 

The MFSA has committed itself to 
processing NAIF applications within 10 days. 
If everything is in order, the fund will be 
registered under the Notified AIF register and 
the manager will be able to start marketing 
and raising capital. 

A NAIF can be launched using any of the 
following legal structures (either open- or 
closed-ended):
• SICAV (an investment company with 

variable share capital);
• INVCO (an investment company with fixed 

share capital); 
• SICAV ICC (an incorporated cell of a 

SICAV set up in terms of the Companies 
Act (SICAV Incorporated Cell Company) 
Regulations;

• RICCs (an incorporated cell of company 
set up as Recognised Incorporated Cell 
Company);

• Limited partnership;
• Unit trust;
• Contractual Fund.
“Since the launch of the NAIF regime, we’ve 
seen an increased interest in de minimis fund 
managers upgrading their license to become 
a full-scope AIFM. Over time, I believe that the 
NAIF regime will take over the Professional 
Investor Fund (“PIF”) regime that Malta 
retained alongside AIFMD, with respect to 
hedge funds,” concludes Dr Farrugia. n

Dr Jean C Farrugia, senior 
partner at DF Advocates
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decide to spin out of the platform,” confirms 
Henry. However, he caveats the point by 
saying: “Having said that, it’s more expensive 
going down the standalone fund route. You 
need to therefore carefully evaluate your 
financial budget and closely monitor the 
expense ratio within the fund.”

Now that the NAIF regime is up and 
running there is a big opportunity for Malta-
based AIFMs to support fund promoters 
but it will require them to establish a new 
umbrella structure to do so; AIFMs will not 
be able to use an existing SICAV license. 

Detlie says that the NAIF regime is 
already attracting interest, particularly within 
the private equity space: “It will be a more 
onerous task for us as we will have greater 
responsibility to oversee the running of a 
NAIF. It will require us to apply a different 
filter, as it were, and think about the types of 
client looking to launch such a product. 

“We expect to become the appointed 
AIFM to our first NAIF structure in the next 
few weeks.”

Henry adds that the uptick in enquiries is 
coming largely from established managers, 
as opposed to emerging managers, who are 
looking for an expeditious route to market. 

There has been an 8 per cent increase 
of AIFMs coming to Malta, year-on-year. 
According to the MFSA, in 2015 there were 
41 registered AIFMs.

But as Malta continues to attract more 
AIFMs, one area that still needs to improve 
is the depth and breadth of custodians 
on the island. There are currently six 
custodians, but none of them are global 

the manager, however CTAS is now also 
coupled with the newly launch Notified AIF 
by MFSA,” explains Adam de Domenico, 
CEO at Cordium Malta. Similarly, Malta is 
clearly well regarded as an EU solution 
to UK fund managers who wish to stay in 
UK while setting up an EU firm or branch.  
Getting ahead of a surge in applications in 
the next two years is the current theme. 

For those that have seed capital in place 
and wish to get a fund to market as fast as 
possible, it’s difficult – not to mention costly 
– to set up a management company and 
appoint the right service providers. 

“It makes sense, from multiple aspects, to 
set up on a fund platform because it allows 
you to benefit from economies of scale. You 
get to enjoy the same rates from service 
providers as you would if you were an USD1 
billion manager – depositary services, prime 
brokerage services. There are so many areas 
that you don’t have to worry about if you 
are a small manager by joining a platform – 
either to launch a sub-fund or a standalone 
fund,” confirms Detlie.

To that end, some 80 per cent of FMG’s 
clients choose to launch sub-funds, whilst 
those launching private equity-type vehicles 
with longer term capital commitments will 
typically opt for their own standalone fund 
and use FMG until they feel ready to set up 
their own management company. 

“Having their own SICAV enables them to 
do just that; it gives them greater flexibility. 
Whereas having a sub-fund is more difficult 
to go down that route as the fund promoter 
is not able to retain the track record if they 
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Malta’s SCC gathers 
momentum

Interview with Paul Mifsud

Paul Mifsud, Managing 
Director at Sparkasse Bank

Malta has been quite innovative in providing 
certain infrastructure for the securitisation 
cell company (‘SCC’) and securitisation 
in general. According to the MFSA, 30 
securitisation vehicles have launched so far 
this year, and Sparkasse Bank Malta, plc. 
has been a beneficiary of this phenomenon.

As Paul Mifsud, Managing Director at 
Sparkasse Bank confirms: “We are seeing 
a good level of uptake in this area and the 
bank is well positioned to add value to this 
structure by being able to give the debt 
security within a segregated cell a degree 
of transferability and mobility by having it 
dematerialised and held with a local Central 
Securities Depositary (CSD).”

The Maltese Securitization Act covers 
three main types of securitisation: asset 
securitisation, synthetic securitisation and 
whole business securitisation. To further 
strengthen Malta’s position, an innovative 
piece of legislation – the Securitization Cell 
Companies Regulations – was enacted on 
28th November 2014. This improves investor 
protection by formally recognising the 
segregation and protection of assets allocated 
to segregated accounts, compartments or 
units within the same company. 

An SCC may be established for the 
purpose of either entering into securitisation 
transactions or assuming risks as a 
reinsurance special purpose vehicle. Debt 
securities may be listed and admitted to 
trading on a regulated market such as 
the EWSM, or can be offered on a private 
placement basis. 

“The SCC is certainly attracting the right 
amount of interest from the right financial 
structurers. The structure per se, coupled 
with the possibility of its listing on exchanges 
such as the Malta Stock Exchange and 
the European Wholesale Securities Market 
(EWSM) makes the structure all the more 
attractive as can also provides for a security 

in dematerialised format facilitating its 
transferability too.’’

In other words, one can create an SCC 
in Malta that allows for the creation of cells 
that can become transferable securities in 
their own right. As a licensed banking entity, 
Sparkasse Bank Malta is currently providing 
infrastructural support to SCC’s and their 
respective cellular assets by providing the 
necessary portfolio safekeeping and record 
keeping of the securitised assets similarly 
as it would do in its capacity as depositary 
of a fund “We are able to provide banking 
services to the SCC, and each individual and 
segregated cell within the SCC,” says Mifsud. 

In Mifsud’s view, however, in order for 
Malta to become one of Europe’s leading 
securitisation centres, more work needs to 
be in terms of determining the roles and 
responsibilities that service providers have to 
an SCC.

‘’Similarly to the standard structure within 
the fund world, where typically a fund would 
appoint its administrator, investment manger 
and depositary, I believe that these suite 
of services should also resonate within the 
SCC structure. Certain key functions such as 
that of the calculating agent, paying agent 
and issuer responsibilities in general may, 
however, need further definition within the 
structure,” says Mifsud, who continues:

‘’At present, the banks seem to be 
assuming some of these services to address 
this void, which may not be such a good idea 
moving forward. Risk appetites of banks are 
highly restrictive and will heavily influence the 
look and feel of a structure which should be 
avoid at all costs especially with structures 
designed for capital market financing.’’

Cleary Malta is enjoying good momentum 
in respect to securitisation vehicles and 
has the right regulatory regime in place to 
support institutional asset managers and 
insurers who wish to avail of the SCC. n
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INDUSTRY

if it is not registered in the EU, needs to 
have a depositary in place under the AIFMD. 
Presently, EU-registered AIFs can appoint 
a depositary loated anywhere in the EU 
but from 2017, ESMA will introduce rules 
that stipulate a requirement to appoint a 
local depositary. This is both a significant 
challenge and an opportunity for a maturing 
jurisdiction like Malta. 

“No one yet knows if that delegation period 
will be extended or not. But there’s quite a lot 
of interest in larger name custodians possibly 
coming to Malta. We are realistically optimistic 
on the future in terms of custodians setting 
up here,” comments Casapinta. 

“Malta is pushing for the depositary 
passport. That would be the best solution,” 
says Nwoko. This is something that the 
MFSA is aware of. Last December, it 
published: A Guide to the Establishment of 
Custody Operations (Depositaries) in Malta, 
providing practical steps and considerations. 

It is nevertheless worth going back to 
the point that roughly 70 per cent of Malta’s 
funds are de minimis with less than EUR100 
million. As such, they do not exactly offer 
an enticing business opportunity for tier 
one custodians. For Malta to attract bigger 
custodians, it needs bigger funds. 

“There are fewer banks in Malta than other 
jurisdictions so we thought it would put us in 
a good position to offer the depo lite service, 
not only as a new revenue stream for Alter 
Domus, but as a way to help the jurisdiction 
develop,” says Casapinta. “We don’t have the 
big global names but in terms of servicing 
PERE and infrastructures, I believe we are 
well positioned as a jurisdiction to support the 
managers of such funds.” 

Overall, Malta appears to be as well placed 
as ever to support emerging managers. And 
with the NAIF regime now in place, it will give 
the island’s AIFM community a compelling 
chance to build out their platform and 
management company businesses. n

bulge bracket institutions; the BNY Mellon’s 
and State Street’s of this world.

In many ways it is a chicken and egg 
situation; is it the volume of business in 
Malta’s funds industry that ultimately attracts 
a large custodian or is it funds that end up 
gravitating to the island because there is a 
global custodian? 

“This is one of the reasons I’ve long 
believed we are more likely to attract start-ups 
and smaller managers because the bigger 
managers want to have custody relationships 
with big names. The custody issue dictates 
the kind of fund promoters we service here 
in Malta,” says Dr Louis de Gabriele, head of 
the Corporate and Finance practice group at 
Camilleri Preziosi Advocates.

That said, there are more fund 
administrators such as Alter Domus that 
are now able to provide depositary lite 
services to private equity and real estate 
funds, without requiring a bank license. Last 
year, the firm was issued with a Category 
4b Investment Services License to act as a 
custodian solely in relation to non-financial 
AIFs, meaning that the firm is now able 
to offer depositary services to clients in 
Luxembourg, the UK, and now Malta. 

“The decision was based on the fact that 
we are one of the market leaders in private 
equity and real estate fund administration 
and we felt it was important to have a full 
service offering, which included the ability 
to provide ‘depo lite’ services. In Malta, 
we saw it as a key opportunity given the 
shortage of administrators with expertise in 
supporting PERE funds, and lack of people 
who specialise in this area,” explains Chris 
Casapinta, Country Executive Malta at Alter 
Domus. He says that the firm is encouraged 
by the level of interest in its depo lite service. 

“We were a first mover in Malta to support 
different types of funds, such as debt funds. 
Indeed, we were one of the first depositaries 
to start handling debt funds. We were 
also the first depositary to offer depositary 
services to Malta’s inaugural NAIF, which 
launched in July this year,” adds Casapinta. 

The fund in question also happens to 
be the first EU venture capital fund – the 
Digital Opportunities 1 Fund, which sits on 
the Ventura SICAV plc. The AIFM is Abalone 
Asset Management. 

Any fund that markets into the EU, even 

“We were a first mover in 
Malta to support different 
types of funds, such as 
debt funds.”
Chris Casapinta, Alter Domus
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