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Consolidation, regulation and day-to-day operational demands make navigating 
the global funds industry more challenging than ever. Though hedge funds have 
struggled in recent years due to market conditions that have stifled performance 
relative to other investment vehicles, there has been a steady stream of 
entrepreneurial managers who are confident about opportunities in the industry 
and are eager to set up their own shops. Further echoing this optimism, industry 
research predicts that hedge funds will return to favour with institutional investors 
expected to increase their allocations in the coming year.  

Maples Fund Services’ latest roundtable in London brought together a panel of hedge fund managers and service 
providers who offered their opinions, knowledge and expertise on a range of topics meant to highlight the opportunities 
and challenges emerging managers face. 

The Roundtable was moderated by Chris Egbunike, Managing Consultant at Bovill and participants included:

Alexandru Agachi
Co Founder and Chief Operating Officer, Empiric Capital

Omair Ahmed
Founding Partner, Taunton Capital

Matthew Bloomfield
Associate, Maples and Calder

Phillip Chapple
Chief Operating Officer, Monterone Partners LLP

Christina McCarthy
Regional Head of Fund Services – Europe, Maples Fund 
Services

Amy Orivel
Chief Operating Officer, Magpar

Additional topics discussed include:

• The general environment for emerging managers and opportunities and challenges;
• Who will invest in emerging managers, what investors are looking for and considerations they have in assessing 

investment opportunities;
• The importance of differentiation and how emerging managers have approached this via investing in new 

technologies and geographic markets;
• An overview of the global capital markets landscape and how market volatility as well as macroeconomic and 

geopolitical factors will impact emerging managers;
• The potential impact of Brexit on a fund’s structure and domicile and the effect on managers;
• Regulatory developments affecting the industry and the challenges this poses for emerging managers; and
• The evolving service provider ecosystem and the availability of various platforms, tools and resources to support 

emerging managers.
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Thank you all for making the time. Hopefully this is going to be an interesting 
and informative roundtable. I think probably the best place to start is for us to 
go around the table and give a short bio, just to tell everyone a little bit about 
ourselves. I think it is probably nicer for me not to start first, so I will pass it 
around. Alex, you can just tell everyone now, and I will do it last myself.

My name is Alexandru. I am the CEO of Empiric Capital. We are a systematic 
asset manager headquartered here in London. We run a typical Cayman 
Islands ("Cayman") master–feeder fund with a UK alternative investment 
fund manager ("AIFM") and we also have local structures in South Africa.

My name is Christina McCarthy and I am, Regional Head of Maples Fund 
Services for Europe. I am based in our Dublin office. We have approximately 
160 people based there covering funds, fiduciary and AIFM/UCITS ManCo. 
We provide fund administration services, middle office and transfer agency 
services to a diverse range of clients from our Dublin office. Globally we 
operate across 10 offices and have more than US$80 billion in assets under 
administration.

I am Phillip Chapple from Monterone Partners. We launched in August 2015 
and have assets under management ("AUM") just over US$300 million equity 
long/short. I recently celebrated my twenty-first year in financial services.

My name is Amy Orivel. My background is in fund administration and custody, 
working with Morgan Stanley, JP Morgan and Edmond de Rothschild in 
Luxembourg. I set up my own consulting company in 2016. More recently, 
I have become very much involved in the new blockchain technologies and 
cryptocurrencies, applying the structuring techniques that we used in what 
we are now referring to as the ‘old fiat world’ to these digital assets and new 
technologies. I am keeping a close eye on the evolving regulation.

Good morning, everyone. My name is Matt Bloomfield and I am an investment 
funds lawyer specialising in Cayman Islands law, but based here in London, 
so I have all the benefits of the good weather and the high tax that we have 
here, unlike my colleagues in Cayman. I practice across the full spectrum 
of Cayman investment fund structures and strategies – corporates, 
partnerships, trusts and LLCs, and in the context of both hedge and PE. It is a 
really diverse and broad practice.

Hello, my name is Omair, Co Founder of Taunton Capital. We are a systematic 
low frequency firm. We trade futures at the moment but our mandate is not 
limited to it. We were incubated in 2014 by the London Business School and 
then spun out of there. It was basically an academic track. However, having 
said that, I managed funds at RBC prior to that. I am taking some of the 
learnings from there and hoping to launch a Cayman fund so fingers crossed.

Hello, I am Chris. I recently joined Bovill, which is a global compliance 
regulatory firm. We have offices in Hong Kong, Singapore, Chicago and 
London. Prior to that I was a COO and previous to that, I worked for eight 
years in a couple of other established consultancy firms. I’m in a privileged 
position of effectively acting like gamekeeper turned poacher turned 
gamekeeper again, I guess, or you can flip that around depending on how you 
see it.

Introductions

Alexandru Agachi
Empiric Capital

Christina McCarthy
Maples Fund Services

Phillip Chapple
Monterone Partners LLP

Amy Orivel
Magpar

Matthew Bloomfield 
Maples and Calder

Omair Ahmed
Taunton Capital

Chris Egbunike
Moderator

Chris Egbunike
Moderator
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Roundtable
Chris Egbunike

The first question we have here asks who will invest 
in emerging managers? Will institutions invest in an 
emerging manager? Is it more realistic to expect initial 
seed capital and ongoing investments to come from 
high-net-worths or possibly family offices, or rather, do 
you expect the funds of funds and institutions to step 
up? I will probably lead with you, Omair, because you are 
going through this right now.
Omair Ahmed
Yes. I think over the last 18 months, which is what I guess the question is implying, I have seen 
a shift in accumulating seed investment. This is primarily in Europe where what they define as 
‘emerging’ is not really emerging to me. In the US$15 million range, or around there, seems to be 
their criterion for a rational strategy that has those sorts of assets. Now, I think friends and family 
are crucial to get to that, partly because there is a vested credibility that is there. I have two family 
members running funds, but their belief is egos taking the knocks in the start up stage kind of 
teaches you that it is not just a product, it is a business as well.  This means learning the insights 
around how to oscillate the total expense ratio ("TER") across the AUM.  

In terms of attraction, family offices tend to be there. The biggest concern there is that they lack 
the ability to analyse a lot of the strategies. Some of the conventional ones like long/short, with a 
fundamental narrative, are a lot easier to communicate versus systematic, where they may be out 
of their realm and they just allocate based on pedigree and a few other variables that I have seen.  
However, if you get one, you get more.

Chris Egbunike

Yes. Amy, you have done quite a lot of work around this. 
What is your part in this?
Amy Orivel
Yes, from a service provider’s perspective, obviously not raising capital myself, I very much agree 
with what you said. Family and friends are essential as that first layer. I would then put family 
offices as a second layer, and you are absolutely right that, once you get one family office on 
board, there tends to be something of a ‘herd mentality.’

For institutions, I think you are going to have to wait for that critical US$50 million in AUM because 
of the strict investment criteria that institutions have to adhere to. Typically, they are not allowed 
to hold more than 10% of the AUM in a given target fund, whilst at the same time they can only 
allocate a minimum of US$5-10 million to each investment. So the math does not work until you 
get to that ‘magical’ US$50 100 million figure. I think you get there with the family offices.
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Chris Egbunike

I can say that when we launched our fund three years 
ago, that was very much the feeling. You effectively 
had to get to a certain combination of track record and 
size before you started having those conversations. In 
the meantime you had to rely on friends and families, 
and then if the portfolio manager was any good, you 
would hope that he was able to get some of his previous 
investors to jump on board with him. Alex, what about 
you? How have you found the whole process and your 
experience with asset gathering?
Alexandru Agachi
I fully agree with what has been said. I think that we have to differentiate between a start up fund 
and an emerging manager. In terms of a start up fund, which we were, we were a fund that built 
everything from zero. We had no portable track record, no institutional backing and no blue chip 
pedigree. We found a lot of success in the wealth world: private wealth banks, wealth management 
institutions, wealth platforms and high-net-worth individuals. We found them to be, by far, the 
most conducive early investors for a start up fund in our situation. In terms of emerging funds, I 
think an emerging fund starts, as has been said, with at least US$75-100 million and a two to three 
year track record.

Prior to 2008, you had institutions wanting to be day one investors in hedge funds. Nowadays, 
that is still the case, but with a nuance. When institutions say they seeded someone, it typically 
means a pedigreed manager who left a large hedge fund and they seeded them. However, there is 
a whole ecosystem of early stage funding that, in my opinion, has disappeared in the institutional 
world at the moment. The role that fund of funds used to play, that risk capital that almost every 
fund of hedge funds used to have, does not exist anymore.

Chris Egbunike

Interesting. How about you, Phil? What is your take?
Phillip Chapple
I definitely agree with all that has been said, and it has changed a huge amount in the last 10 
years. I remember starting up a firm 10 years ago. We had three seeders who were basically 
fighting to give us money and we could negotiate. This time around, we started with our own 
capital, got some track record going and then started to get people in.

It is a huge challenge because you have the whole ‘chicken and egg’ situation. When I was advising 
start ups in my previous role, I was telling people at that point to wait until they have enough 
assets to get going because otherwise the expenses will eat you up. Now, I would advise they get 
going in any way to start building the track record because that is a real proof of concept. Then 
you might get the money in. For us, we launched with our own capital initially. We then did an 
anchor deal to get in a group who basically amassed a bunch of family offices and high net worth 
individuals on a deal to get in and build up credibility and size.

We found that the institutions did actually look at us from quite an early stage, which was 
surprising. But a lot of it was trying to get to know us so that, when we grew, they had already 
done some of the work. I think that can be quite misleading to some people because they will find 
that there is lots of interest from people who want to take a meeting and get on the distribution. 



6

LONDON | APRIL 2018

However, they are then trying to understand their mandates. Will they be able to do anything for 
the next two years? What are the touchpoints for them?

I would say that we are seeing more conversations from the institutional side but we are not seeing 
a huge amount of flow to what they would call start up or emerging funds, by which they mean 
sub US$500 million. However, I think that might change because we are also seeing investors say 
that they are trying to diversify and they have been burned by some of the bigger hedge funds, and 
are looking down the scale of funds. There is lots of analysis going on. When we actually see the 
money start to hit, who knows?

Chris Egbunike

That is the magic question. Christina and Matt, what 
about you? How do you guys see that? 
Christina McCarthy
Yes. Well, from our perspective as a service provider, to Amy’s comments and to some of the 
other comments around the table, we are certainly seeing a lot of the seed money coming through 
from high net worths and not necessarily institutional at the start. Interestingly enough one of our 
emerging managers who started with us with initial seed capital from friends and family are now 
at that tipping point where they are meeting institutional investors. To your point, they have been 
courting some of these relationships for quite some time, going through the due diligence process, 
completing detailed questionnaires, building up a track record. I think it is all encompassing for 
them, and quite overwhelming as well in terms of the questions being asked, what they need to 
provide, what they need to demonstrate they have, or certainly where they are going to get to in 
the next few years. I think in a recent Preqin report it highlighted that 60% of the US$3.5 trillion in 
assets under management is made up of institutional money. It is evident that capital is there. To 
other comments, if the strategy is that the investors are looking for something new and interesting 
that they can put money into, there are headaches to go through at the start to make that happen.

Matthew Bloomfield
Yes. What has been said is entirely consistent with what we see. However, I should point out 
that our visibility on this point is somewhat limited. This is because, and quite rightly, emerging 
managers discuss manager and fund structuring with local UK/US counsel before we come in. 
The manager will need counsel on these aspects first. We then come in at a later stage.  

However, we nevertheless get phone calls from time to time from emerging managers saying they 
are looking to set up a Cayman fund, and so we do have some insights around initial investor base 
and launch AUM. Typically, almost invariably, it is friends and family money – potentially wealthy 
families and family offices in the US. The focus is not typically institutional money at this stage 
but rather looking to build up AUM from those sorts of resources. Equally, we do see emerging 
managers launch with significant AUM, which are presumably backed by institutional money. No 
doubt their previous track record speaks for itself. 

Chris Egbunike

It is an interesting point, because I suspect most of the 
large institutions have been burned so many times. You 
always see that disclaimer that past performance is not 
an indication of future. I think a lot of investors have 
been burned so many times that they really tend to be 
a lot more cautious about just jumping in based on your 
previous performance. Even the fact that you might be 
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blue chip might not be sufficient because they will tend 
to stick to their own particular thresholds, whether it 
is size or long term, making sure that you can actually 
survive past that two or three years to make certain that 
your firm is actually worth the money. We had a lot of 
those conversations with the large institutions as well.   

One of the things I would like to throw out there is 
that we have seen quite a lot of emerging managers 
either being seeded by other, more established, asset 
managers or being completely taken over. What is your 
view on that? Again, I put this out to the managers out 
there. Would you ever consider being taken over or 
being seeded by another asset manager or would you 
like to keep your brand completely clean and completely 
separate from that? Is the investment actually more 
important right now than that?
Omair Ahmed
I am actually in discussions with one, not from a takeover standpoint, but it is more proprietary 
capital of the partners. They are getting ready to be seeded again but in the meantime they 
have two strategies that perform with two different characteristics and they want the middle 
tier to smooth out their performance profile. They will allocate to you via a managed account. 
The conversations with those guys are really, truly down to what you are delivering rather than 
ambiguous questions about sustainability. They have the tools to offer you to confirm your 
performance. I have only recently discovered that over the last few months and it is an exciting 
space.

Chris Egbunike

I am just wondering because they have gone through the 
same pains, maybe they are a lot more empathetic to 
the whole process. Maybe that is an option in terms of 
potentially getting seeded. It depends on what you are 
thinking about in terms of your business plan. In terms 
of your discussion with potential investors, from their 
general view, what do you think they are looking for?
Alexandru Agachi
We have moved towards a re-definition of what a hedge fund is. Nowadays, to be a hedge fund, 
you really have to deliver. The shift has been from a focus on performance to a focus on quality 
of performance. Take the equity space in which we evolve, which is probably still the most 
widespread segment of the alternative hedge fund space. People went from just asking what your 
performance was in the equity markets last year to asking how you delivered that performance. 
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Nowadays, I think when people look for external managers, they look for things they do not have 
in-house, it is literally that – things that large asset managers or asset owners cannot do in-house 
at a lower cost. You really have to deliver something very different. In the equity systematic space, 
there has been a shift towards a pure focus on equity market neutral strategies for example.

In the wider hedge fund space, we have seen a large shift in focus towards private credit, so illiquid 
strategies, non transparent strategies, strategies that asset owners and asset managers cannot 
necessarily do in-house better than external managers. The thresholds have become whether it 
can be done in-house and whether it can be done through one of the largest asset managers in 
the world at a lower cost. In my opinion, this is something else that is a development of the past 
couple of years, because it was much easier for managers to define themselves as a hedge fund 
before.

Chris Egbunike

Phil, you have been launched for a while now. Have you 
seen what investors are looking for change as you have 
grown or is it still the same thing that they have asked all 
the way through?
Phillip Chapple
They are the same kind of flavours. When you first start out, in reality, when they are looking for an 
emerging manager, they are looking for uniqueness. There are always statistics about heightened 
returns when you are emerging so they are trying to harvest that. If you are successful, they want 
to do these kinds of deals where they get decent economics as well.  It is the one time when you 
can really negotiate.

As you grow, you get told that they are looking for this uniqueness, but uniqueness that is 
understandable; you are delivering them a risk product that they can fit in their portfolio and be 
comfortable with.  We were on a call yesterday and the expression they used was that they are 
looking for ‘one trick ponies.’ They are looking for people who know what they are doing and do 
it well. They are not looking for you to say you can just deliver alpha or you are the same as ‘x’ 
because they can just go to ‘x.’ They are looking for something that they can really understand, put 
in their portfolio and risk manage, so they can understand why you are doing what you are doing 
and why good or bad things happen. It gives them comfort.

That is a big change from hedge funds, historically. It used to all be about these magical 
instruments that gave you heightened returns and I think we have now moved beyond that to 
definable tools.  However, there are still lots of questions in terms of infrastructure because 
nobody wants to lose money due to an operational blow up or an infrastructure problem. They 
want to check that you are sustainable. A lot of it is just proof of concept on the strategy so that 
they can understand what you are doing, and you can explain what you are doing. That seems to 
create the best basis. If they start to look blankly at you and they cannot understand it, they are 
probably not going to invest.

Matthew Bloomfield
Provided you can get across that explanatory hurdle, do you think there is a shift in mentality on 
the institutional side and that institutional investors might be more willing these days to take a 
punt? For instance, in other ‘start-up’ industries, there seems to be a trend in investing in a lot of 
new things or ideas. Who knows where one might go?

Phillip Chapple
Yes, there is definitely more of a pull, but at the same time, they need to have a reason to invest. 
Either that reason is that they are going to get an exceptional deal because it is early enough that 
they can negotiate or they feel that the capacity is going to go and they need to get in.  There is a 
real psychology in dealing with the institutional investors as to why they are going to invest.
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If you go to them, the performance looks great and the structure is fine but there is capacity and 
they can afford to leave it another six months and watch you, they probably will. If you are getting 
up to a soft close, there is a limited window of opportunity, or you have a limited share class, they 
will do the work. You tend to find that, even though there is more of a desire, there always needs 
to be a reason for them to actually start doing the real work and writing a cheque.

Amy Orivel
Have you seen any shifts in discussions on fees or liquidity?

Phillip Chapple
Fees are always interesting. I saw a statistic that I think Credit Suisse released before Christmas. 
Something like 60% of investors had a deal and it was more like 9% five years ago. I can believe it 
because it is a discussion in which everybody wants to feel like they are getting something.  Even 
if they are all getting the same, they like to feel that there is some kind of deal. As a manager, you 
are trying to make sure that you treat all of your customers fairly. You can end up with a whole web 
of most favoured nation clauses that need to be negotiated.

It is hard because you are looking at each person who is saying they want to give you a cheque 
and trying to work out how this fits in or if it actually hampers us growing the business. For 
example, our most liquid share class is quarterly. When we were first starting out, people were 
saying they could give us monthly. It was a case of that not fitting with our strategy. We could take 
the ticket and make money but longer term, we would never be able to raise quarterly and most of 
our money is actually on a two year lock. We have to look at each cheque and work out whether it 
really gets us to our long term gain or could it actually stop us from getting there. It is very tough 
when you are still below break even.

Amy Orivel
That is very interesting. Investors want the infrastructure, but they do not necessarily want to pay 
for it!

Chris Egbunike

Amy, how do you work with firms when you want to 
have the best of breed but you know that comes at a 
cost? When you are an emerging start up fund, your own 
money is being burned.  How do you work with firms and 
get them across that line to give them the best possible 
infrastructure within the very tight resources that they 
may have?
Amy Orivel
That is the challenge. It is very much on a case by case basis.  You have to educate the investors 
that they need a solid infrastructure to keep their money safe. Then it comes back to costs. 
Everyone wants a deal, and clients often want to negotiate for the sake of negotiating, in which 
case you have to give them something. It is largely psychological.

Matthew Bloomfield
I think it is good to have the appropriate and right service providers in place from the get go, rather 
than trying to fix the plumbing after the taps have been turned on. It is really important, and it will 
probably often end up being more efficient both in the short term and in the long run if that the 
right infrastructure is there from the start.
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Phillip Chapple
It is also important to have the right infrastructure for the target investors. For example, if your 
product was ideal for US investors, you would not necessarily go for a European regulated 
infrastructure. On the other hand, if all your investors were European, you might not go for 
Cayman. It is also a case of trying to work out your target audience and work backwards, which 
can be a challenge. If someone else comes in and offers you a ticket in another structure, you can 
be swayed.

Alexandru Agachi
We started with a comprehensive classic infrastructure from day one. However, I must say 
something for the other side of the equation. I have seen some very interesting tiny launches in 
Europe, mostly from very young teams from different areas. There are a lot of systematic funds 
in this space. It is very important for them not to take on costs before they can take on the AUM. 
They have tight budgets and they have to build their tracks from scratch because they do not 
have portable tracks.  Sometimes this can take a lot longer that you would think in the systematic 
space.

I always tell them not to rush for the whole blue chip infrastructure on day one if they expect family 
and friends investors to come in with US$5 million this year and only from next year to target the 
institutional market. This renewed focus on keeping costs low for tiny launches makes a lot of 
sense. 

Amy Orivel
That is completely right. Looking at your investor base, do you actually need to be AIFM compliant 
at the beginning? If the answer is no, then do not pay for it. Do not go out, for example, and 
register your fund in 15 different jurisdictions at the beginning. Take it slowly, step by step, and do 
not pay for anything that you do not need. 

Chris Egbunike
That is interesting. I was forwarded a Wall Street Journal article by a friend of mine that said that 
there was hedge fund in London that was actually running with a budget up to about £66,000. It 
made me wonder how that was possible. I think they were based in Richmond. I think they were 
running £150 million, so there must be some substance behind that. I just have no idea how you 
can do that in London at that price, but somehow they have managed to make it work.

Phillip Chapple
That can be a challenge because, when you start talking to due diligence professionals, you have 
to be in a certain range. If it looks too cheap, they believe you are cutting corners but it also 
cannot be too much. It is funny. I have been in some meetings where amounts have been given, 
some have said that’s good and others have said surely it should be more. You cannot please 
everybody.

Omair Ahmed
I actually know them and it is a misleading figure. The figure is there, but who backs them and 
the relationship they have with their backer influences it. They are in illiquid markets and lending 
portfolios. There are things they do not have to worry about. They do not have to trade it. The 
money is locked in and it is a very high concentration in terms of AUM. That is the answer.

Chris Egbunike
I understand. That makes a lot more sense.

Omair Ahmed
Yes, because otherwise it is quite difficult. Different CEOs in the market for different investors 
have different experiences when it comes to brands, etc. You might pick Simmons, for example. 
Everyone says that is expensive. Have you looked at it? What are you doing with them? What 
is your strategy? What are your liquidity parameters? How bespoke is it? If it is an off the shelf 
solution, it is cheap. If you need something really bespoke, with pricing models, yes, it can get 
pricey.  So be it.
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Chris Egbunike

There is some value in having those conversations with 
firms that you think might be outside of your price range. 
For most firms or most service providers, and I include 
myself in there, if we see you as a long term prospect 
and a quality prospect, there is the ability for us to have 
a negotiation. Just because you have a brand, that does 
not necessarily mean that you have to pay top dollar for 
it. What is your take on that, Christina and Matthew?
Christina McCarthy
I would agree with that. Some of our biggest long term partners, in terms of clients, have started 
with us with limited seed capital, in some cases with clips around US$3-5 million. Some have 
grown to over a billion in time and we have worked with them through that period in terms of 
fees, scaling up as they scale up and helping them through the early days in terms of their asset 
growing, going through that early stage pain.

On the fee side, more often these days, we see our clients offering discounted performance fees 
for the first tranche of investors coming in and then, for the next round of investors, the fees are 
going up.  It is important to partner in the early days, have that relationship, understand where 
each party is going, what the administrator is going to get from working with the manager and look 
at the manager’s prospects. Is it solid? What do they want to do? Have they done their research? 
Some of our best clients have been those that we have started with us as little seeds.

Matthew Bloomfield
To give some background on the legal side, we charge on a time-spent basis. That means if a 
project is straightforward and limited time is required, we can deliver the project at a low cost. 
Conversely, if a project is involved, then our fees will go up commensurably, and so the more 
questions or issues that need to be tackled, the more expensive a launch will be.

Personally speaking, the emerging managers are some of the most interesting people to work 
with because they are typically the people with the most questions and they want to be educated 
on the legal aspects – launching their own fund is a big learning curve for them. It is one of the 
reasons why I like being a lawyer. It means we get to have good discussions and work through 
the legal analysis with our clients. However, this means there is often some tension between our 
business model and what we actually like doing, since in the emerging manager context budgets 
for legal spend are often limited – we just need to deliver the fund and at a low cost.

For these reasons, if emerging managers place trust in their legal advisors to deliver the project 
– and resist asking the ‘whys?’ – then we can deliver on a fund launch and at a low cost. It is 
perhaps just a question of having faith and possibly holding back on the questions which the 
emerging manager may want to ask because it may not be the world in which they are used to 
operating, i.e. portfolio management.

At the end of the day, the emerging manager is probably just going to want to focus on portfolio 
management and legal structuring is going to be one of their last concerns. They just want to get 
on with their jobs. 
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Chris Egbunike

Just to finish this investor section up, in terms of new 
launches, do you think investors are going to be a lot 
easier to attract in 2018 than they were in 2017 or 2016?
Omair Ahmed
Yes, because up until 2017 you could have just put your money in an index and done alright, lever 
that up and you are fine. Now, with the February shock period and the return of volatility, investors 
are able to look at their current book, which they were saying last year had not been stress tested 
to an environment regime other than a low interest rate environment. Now that you have a yield 
curve movement, you start to see what the portfolio volatility looks like and what benefits we can 
add.  It is definitely looking a lot more optimistic.

Alexandru Agachi
There is a trend at the moment for a lot of investors who, for the past 10 years, have not 
necessarily invested in day one launches, to start looking at how they can do it. I have started 
seeing this over the past 18 months or so as the result of two factors. First, they realise that there 
is alpha to be harvested in the early days, as was mentioned before, and second, they have been 
burned with a lot of large managers. Otherwise why go and look for new launches when you can 
put your money with a couple of US$30 billion hedge funds and be happy? But because that did 
not work out, I see more and more interest. I see a lot of very large institutions that traditionally 
never came in before several hundred million in AUM and three year track records, talking in 
investment committees about how they can do it. They do not necessarily know how to do it. They 
have never done it before. However, they are actively talking about how they can start doing it.

Chris Egbunike

Christina, Matt and Amy, have you seen more clients 
coming to you potentially wanting to launch because 
they feel investor confidence coming back and they 
would like to launch their own funds?
Amy Orivel
There is certainly a massive demand in currency and digital assets, which is a space that I am 
working increasingly in. I am extremely optimistic for 2018 in that space. More generally, there is a 
little bit more risk appetite coming on and there is a quest for diversity and interesting products. I 
feel a kind of momentum building up for the year.

Christina McCarthy
I would agree that there is certainly a momentum out there at the moment in terms of what we 
are seeing as a service provider. We have seen a lot of new launches come through in the first 
quarter. We have been in discussions with managers for quite some time and there are always 
plans. In late Q4 last year and Q1 this year, we have actually seen a lot of those clients come on 
board in different strategies. We have seen a lot of niche strategies including robotics, timberland, 
and various different other strategies emerging such as cryptocurrency alongside some of the 
traditional stuff as well.

It has been quite interesting to see that and to see the allocations coming into these funds. There 
is definitely a positive sentiment out there at the moment.
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Matthew Bloomfield
Yes, I would echo that.  Over the past couple of years, especially in the London market, we have 
seen a shift from classic hedge fund launches coming through the door to managers, traditionally 
hedge managers, looking at more private equity style strategies. This year so far, we have seen 
some nice vanilla hedge strategies coming back. Perhaps that is another trend that will continue 
throughout 2018.

Chris Egbunike

Phil, are you feeling more confidence with investors?
Phillip Chapple
Yes. We launched in August 2015 when the market was peak to trough 15% within that month in 
the markets. In 2016 we had really strong performance but the commentary we were getting was 
– because some of the big funds had had problems and were causing investor issues – that the 
investors were redeeming from hedge funds as an investment class.

However, there was not a reverse flight to quality of going to some small managers who are 
doing well. It was pulling out of alternatives and putting it to the side. In 2017 we had lots of 
conversations with investors interested in putting money back in, but they were taking our time. 
Towards the end of last summer, it felt like people actually started to execute that. I think that 
trend has continued now that they have war chests, in a lot of cases, that they pulled from some of 
the biggest managers back towards 2016.

The challenge is now about what else will happen in the market with the big guys that will scare 
them and make them start shutting down again and redeeming. That is one of the fears. When we 
are seeing this volatility it is great strategy wise if you are set up to make money from it. However, 
you always worry about how this is affecting the big guys and if it will freak out some of the 
institutional guys who will pull back again. That is my only fear, but at the moment it looks okay – 
touch wood, cross fingers.

Omair Ahmed
Weirdly enough, I have seen high net worth individuals who were a lot more organised with their 
portfolios than institutions in actual portfolio theory. They have their asset allocations defined.  
They just seem to generically understand the correlations across assets better.  I do not know why.

Chris Egbunike

That is fascinating, and it is a nice segue into markets, 
funnily enough.  Do you expect anything in 2018 to have 
a positive impact on emerging managers? I guess you 
would include our friend Donald Trump, the good, the 
bad and the ugly. I am curious as to how that impacts 
the managers here and, in terms of those that partner 
with hedge fund managers, how do you see that volatility 
working for or against you in that respect? Is there 
anything you expect in 2018 that should prove positive 
as far as emerging managers are concerned?
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Phillip Chapple
From my point of view, one of the positives of this is that a lot of US investors, mainly institutional 
ones, would historically invest mainly in the US. Now, we are seeing a lot more of the US guys 
visiting Europe and Asia, looking for more specialist niche managers to genuinely diversify their 
exposure.

Alexandru Agachi
In terms of markets, I definitely think that we are seeing a decorrelation between alternative 
strategies and long only strategies which is certainly going to help alternative strategies. I cannot 
tell which way it is going to go because, exactly as Phil said, this is it.  You have to think of the first 
order, which is the strategy. Yes, it is going to be good for qualitative alternative strategies.  You 
also have to think about the second order, which is how this will impact actual investors and the 
rest of their portfolio. It is difficult to say what really helps you and what does not help you. It is 
easy to get fooled by only sticking to first order thinking.

Omair Ahmed
I do not know, to be honest, because we have never seen the regime normalisation coming out 
so I have no idea how things are going to work out. It is getting people to question the status 
quo. In terms of volatility, as I was mentioning to you, we are a low frequency strategy and we are 
catered to actually monetise the variance itself but we do it at a very high confidence interval, so 
I am starting to consider creating a shorter term strategy that is embedded within. Secondly, you 
have higher returns on cash and you have some yield curve volatility so interest rates are finally 
something to look at. Different asset classes might emerge as opportunities especially for us. We 
have a global futures mandate so we can go wherever liquidity is.

Matthew Bloomfield
I guess this is more hypothetical, but do you think that emerging managers, almost by 
definition, have the first mover advantage, in that they may be able to react a lot more quickly to 
developments globally than, say, a larger institutional manager? The emerging manager may have 
some flexibility and be able to jump at an opportunity that someone else would not?

Phillip Chapple
That is true. That is one of the reasons for this statistical outperformance by emerging managers: 
they are more flighty and they are normally quicker to react. Even though it might freak out the 
larger investors and they might not be able to invest for a while, that becomes a real calling card 
even when we have this extreme volatility. When they look back, that is a brilliant stress test to see 
how you behaved during different markets. Even though it might freak the markets out at the time 
and investors will not come in, eventually they will look back and want to know how you managed 
that which gives them a lot of comfort. Rather than synthesised back testing, it is a real world 
example. It can be a long term benefit but a short term pain.

Alexandru Agachi
Oddly, my answer would be no. On a per-trigger, per-fund basis, I fully agree.  However, on a 
per-successful fund in any sustainable manner basis, as soon as the market regime looks like it 
is changing or there is a new asset class that emerges, you have many large hedge funds, which 
are basically AUM houses, suddenly each opening a new fund specialising in that strategy. From 
day one, they are seeded with US$200 million from themselves and US$200 million from some 
of their key investors. They seem to be able to capitalise on that a lot more easily than the small 
funds that you would expect to do so. Rather than sticking to their traditional investment portfolios 
and mandates, you see them easily opening up new funds, seeding them and getting them up and 
running.

Talking about the crypto class for example, many of the large hedge funds that I know on a 
personal level are doing it, either on a proprietary basis or on a very open basis. That is why it 
is difficult to say if it is the new small hedge funds that have an advantage because the large 
managers are too slow, or if the larger ones are already seeded with hundreds of millions, building 
in-house track records, and the small ones are still trying to get their anchor investors. I do not 
know.
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Chris Egbunike

Amy, you mentioned that you are seeing quite a positive 
trend in crypto. How are these hedge fund managers 
coming to you? Are they coming to you with small 
launches or does it vary in terms of size of launches?
Amy Orivel
They are very much the smaller operations at the moment because clearly the regulation is 
evolving and nobody really knows what is going to happen. As someone was saying earlier, we 
are encouraging promotors just to get a product out there. Perhaps a small, private Cayman fund 
with fewer than 15 investors, which is not regulated and does not require very much infrastucture, 
in order to build up a track record whilst keeping a close eye on how things are evolving on the 
regulatory front.

At some stage, we will do a regulated fund. But it is not quite there yet. It is very much about 
keeping it small and getting something out to investors. Get the infrastructure in place, set up the 
companies, set up the investment product on a small scale and hopefully scale it up as we see 
how the regulators move on this.

Chris Egbunike

Omair, you mentioned earlier that your firm operates 
systematic strategy. Are investors more comfortable 
with the concept of a computer effectively generating 
ideas and you guys overseeing it? Do they want it to be 
completely systematic or do they still want to have that 
human intervention over those trades to ensure that 
there is some sort of check against that?  
Omair Ahmed
We had a losing trade in February that tested our risk management side for the first time. We had 
incorporated an adaptive learning logic within risk management because my personal belief is that 
true artificial intelligence ("AI") cannot function within an investment management area. How do 
you inform investors or regulators what the criteria of decision making are when the hardware is 
fully capable of creating dummy variables on its own with varying significance levels? I know this 
from discussing AI with guys from Deep Mind and Google and asking what they are using it for. 
Anything to do with money is highly regulated, so how can you use AI? 

When you create parameters of restrictions, it is not AI, it is a tree diagram with a limitation. We 
use it in risk management and we use precursor events such as the Bank of Japan purchasing the 
Nikkei 225. There was no precedent. For outlier policy events such as quantitative easing ("QE") or 
any other version of new central bank policy, how do you react to it within a systematic process? 
If you start stopping the algorithm from executing, then it is not systematic. It is debate that you 
constantly have.

Brexit was one event which forced us to test that hypothesis. In our case, we used the Greek 
referendum as a precedent for Brexit, and how that stress impact lasts and for how long in US 
markets.  That is the logic behind AI and risk management.
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We do our own risk management. We created an adaptive model within the investment model 
itself and it operates based on hard stop losses. Once it gets stopped out, it is about the criteria 
for basically figuring out how to avoid false positives. The first one is fine, the second one and the 
third one become problematic. The idea was that it could enhance the recovery period from the 
first loss but that is fine.  That is better than sitting on a 20% loss. That was just my take on it.

Alexandru Agachi
I absolutely agree that new technologies, as well as less exploited geographies, are one of the 
best ways for emerging managers to differentiate themselves. I think we see this widely. To come 
from the machine learning angle, what is interesting about this space is that everyone is new and 
small. Anyone who has been running a machine learning strategy is relatively new and small. In 
geographies, you have places like Vietnam where you have a couple of managers with a significant 
track record. Again, they are only ones in the world to have that type of track record. I think we 
are certainly seeing it in geographies and technology. Those start ups I was mentioning around 
Europe in Stockholm and Paris are people who, traditionally, would never have existed in the asset 
management space.

We are definitely seeing new things and people have to get comfortable with emerging managers 
if they want exposure to those asset classes or technologies. Coming back to machine learning, in 
terms of investors, the traditional quant investors who are very comfortable with quant strategies 
may like a niche aspect of it or not. They may prefer CTAs or they may prefer equity market neutral 
funds but they are comfortable with anything quantitative.

Then, you have a bigger and bigger part of the investment universe which is interested but not 
quite comfortable. That is where you get a lot of the questions and a lot of the explanations need 
to be done.  There are also investors who have never touched, and maybe never will touch, these 
strategies. That is the segmentation of the investor universe versus new technologies.

Chris Egbunike

That is interesting. I am just going to put this out to Amy, 
Matt and Christina. Do you see managers primarily still 
looking at London or the UK as a place to set themselves 
up or do you think that there is an opportunity for them 
to go elsewhere? I have heard that Dubai has reduced 
its regulatory capital now from what used to be half a 
million to US$70,000. Do you think we may see new 
managers popping up, not just for investment purposes, 
but actually managing themselves in much more 
interesting geographies? Is that something clients have 
come and talked to you about?
Matthew Bloomfield
Not really, because we only advise on the actual fund structure from the Cayman angle, so we do 
not really have those conversations on the manager side. However, from speaking to clients and 
managers on a more social level, the conversation is often not around being based in a different 
location. It is more about where they want to live, eat and play. There is still a lot to be said about 
that.
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Amy Orivel
London is still the primary centre for asset management in my view. I know Luxembourg has 
tried hard to attract asset managers, but London still has the edge. Luxembourg has strong 
infrastructure when it comes to setting up and servicing investment vehicles and platforms, but 
London has the investment management talent.

Christina McCarthy
Yes, I think I would agree with that.

Chris Egbunike

Even with Brexit, you are still seeing managers quite 
happy to set their shop up here?
Amy Orivel
Yes. You domicile your structure in Luxembourg: the platform, the fund, the securitisation vehicle. 
However, this is where the talent is in asset management. Like you say, it comes down to a 
lifestyle choice as well. 

Phillip Chapple
Actually, one piece of feedback I have had from investors over the past few months, which does 
segue into regulation a little bit, is that they are getting a bit worried about some of the costs of 
regulation in Europe. For example, going through due diligence when they were looking at MiFID II, 
they were saying that basically they looked at AIFM as a cost. From their point of view, if they are 
comparing two managers, one in London and one in Connecticut, trading exactly the same kind 
of strategy with the same Cayman structure, they would say the guys who are based in the US do 
not have depot costs. They do not have to have professional directors or professional indemnity 
insurance.  They do not have regulatory cap, so it is easier for the manager.

There is a concern of being based with this regulation if this cost is there and there is no benefit 
to being there. We end up having to now justify why we are based in Europe and why this kind of 
regulation is of benefit. From their point of view, they just see the costs rather than the benefit. 
The real crux of it will come next year when European managers start giving financials to them and 
some of the managers have research costs or other costs that are now finding their way there post 
MiFID II. How do we justify that and have those conversations? I know the due diligence guys are 
sharpening their pencils getting ready for this one.

Matthew Bloomfield
It is a really good point, because regulations are typically designed to ultimately protect the end 
investor. However, it sounds from what you are saying, Phil, that investors may not want this 
current level of regulation, since they do not want the cost associated with it and appropriate 
practices are already in place.

Phillip Chapple
It is a difficult one because you can argue that it is to their benefit, but they are used to a US 
environment where, if the managers do anything wrong, they sue them or they threaten to sue 
them and there is compensation. In the European model, where you can argue that they have no 
direct relationship with the London manager because there is a Cayman ManCo, in that situation, 
it is a whole different liability mentality. It is definitely something that is bubbling away at the 
moment and, depending on what the costs base after the MiFID II is, it could come to the surface.

Alexandru Agachi
I think London will remain the centre of Europe, if not globally, for a long time to come. This is 
purely as a result of historical impetus, if nothing else. However, I see more and more people who 
would have moved to London but do not necessarily move their managers to London anymore. 
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That is where Brexit comes into play as well, because a lot of continental start up managers are 
very much reliant on their European passports. If London has no passport any more, as a London 
based manager, your passport will be taken away, basically. I see people launching in Paris, people 
launching in Stockholm again and people launching in Italy.

The mentality is that the Autorité des Marchés Financiers ("AMF") is every bit as good as any 
other regulator. Would it be a problem for investors? Probably not. Several managers were on 
the verge of moving to London with their investment manager and then they basically decided, 
after speaking to people here and taking into account the evolving situation, that Paris was good 
enough for them.

Chris Egbunike

I think it is fair to say the UK has taken the view of 
wanting to work through this transition and being as 
friendly and open as possible. However, we have seen 
letters from the AMF being sent to our clients saying the 
deadline is coming and they, the AMF would like to know 
what your plans are for dealing with the issue. Whereas 
it feels the UK wants to work with Europe, it does not 
feel that there is that reciprocity to try to work through a 
transition. It feels very much that Europe sees this as an 
opportunity to land grab and bring business in.

Amy, because you are based in Luxembourg, do you feel 
that? Is that the sense when you work with some of your 
service providers over there? Do they have the sense 
that they can see this as a potential opportunity with 
firms coming back into Luxembourg? 
Amy Orivel
Yes, I think they certainly do. Everybody in Luxembourg is trying to promote Luxembourg. In some 
cases, it is working well. There is still great deal of uncertainty. The ‘land grab’ phenomenon and 
the general lack of reciprocity is quite symbolic of the Brexit discussions as a whole, not only those 
related to finance. Some firms are moving to Luxembourg, or will move to Luxembourg, Paris or 
other European centres. However, I still feel that London has a ticket and a role to play. We are 
probably going to have some opportunity for regulatory arbitrage again after that went out with the 
harmonisation of regulation across the EU.

Omair Ahmed
My business partner is based in Frankfurt and, prior to Brexit, I always used to get the question of 
why he is not in London. Now, they are pretty happy that it is a hedged system where one is on the 
continent and one is here.

I was talking to a lawyer recently. I went through this thing for a couple of days, reviewing litigation 
processes in different jurisdictions in continental Europe, even outside of finance. It is quite 
different from common law and the way they approach it and there is no way in hell I want to do 
that. I am Canadian, I would rather go back. It is just the way it is. Reasonable doubt and those 
questions you have to think about can appear at some point in time.
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Matthew Bloomfield
This is why a lot of our clients – particularly the large managers, so this is perhaps less relevant for 
the emerging managers – are looking at restructuring like they did for the Alternative Investment 
Fund Managers Directive ("AIFMD").  Instead, in the Brexit conversation, we are often talking 
about Dublin because of all the good reasons why people base themselves in Ireland and adopt 
Irish structures. It is the language, the culture, it is the short flight to London, and the infrastructure 
is already there. Whether the emerging manager can utilise that sort of infrastructure is perhaps 
another question. I am not sure.

Phillip Chapple
That could be a challenge. I remember before, with certain large managers who were trying to 
structure their ways out of AIFMD using Jersey and Guernsey, the regulators and the HMRC had 
a look at it and basically said that it just about made the level, but then set the bar right behind 
them so no one else could do it. Sometimes, if one of the structures is considered too cute or near 
the mark, it does not tend to work longer term. Again, when managers opened up in Switzerland 
saying they were avoiding things, the Swiss regulator changed everything. That arbitrage is often 
less of an opportunity than it first looks.

Christina McCarthy
We are certainly seeing a lot of it in terms of activity in Dublin, particularly across the larger 
managers, which are coming in with some substance. They are bringing across some key people 
and maybe hiring four or five in. We are seeing the knock on impact in the property market with 
escalating house prices and rising commercial property costs. It is becoming more challenging and 
difficult. It is going to be interesting in terms of the impact on the emerging manager as the cost 
conundrum really comes into play.

There is a huge cost to put into that infrastructure to bring it across to somewhere like Dublin, 
so the smart choice might be looking for a hosted solution with a service provider. There is still 
a lot of uncertainty out there. Everyone is taking little small measures to move or do something 
but nobody is quite going full throttle because they just do not know. They are just waiting for 
someone else to make a move that makes sense and then they are going to follow.

Omair Ahmed
The other thing I struggle with is the work ethic on the continent. My business partner, for 
example, would not take emails when he was on holiday. When you are trading in a global market 
and your orders are 24 hours, you want to know what happens if there is a trade failure or who 
you should call. Sometimes US markets are open and the continent is closed. Easter was a good 
example. What would you have done on Good Friday, for example? Those are real things.

Chris Egbunike

That makes sense. You are 100% right. To Christina’s 
point, I feel that, for managers, it is just the access to the 
investors that they are more concerned about.  It is not 
the actual ability to manage.  I think hosted solutions are 
probably going to be the way, not necessarily dissimilar 
to what folks have been doing in the US for such a long 
time, where you have a chaperoning type arrangement. I 
feel like that is going to be the way around that.

It does feel like Germany and France are both trying 
barge their way into becoming that new financial centre. 
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However, I do not think that is going to be the case. As 
long as you can have access to the investors, that is 
probably where most of the restructuring is going to be 
required. 

To Phil’s point, it could be a situation where you become 
too cute with it.  At some point, you have to make a 
decision about whether this is this the business you 
want to run and how you want to run it.   That leads 
me to the next question, which is around the ongoing 
impact of compliance with regulations on emerging 
managers. It feels that compliance is one of those 
business costs which seem to be growing year on year 
and it does not feel like there is any let up. For newer 
managers and start up managers, how important do 
you feel compliance is in terms of your business model? 
Is that something you feel that you want to really put 
huge sums of resources behind? From your potential 
investors, is that something that they see as a value add. 
I know we have talked about it a little bit, but perhaps we 
can just expand on it. We will start with you, Alex.
Alexandru Agachi
I think there has definitely been an increase in regulation every other year for the past 10 years 
in Europe. Clearly, as an emerging manager, it is an additional difficulty of running an investment 
management business. Quite a few people have decided not to launch any more, partly as a result 
of these additional regulations and implicit costs. When we talk about costs, we think about money 
but they are especially related to time, for example for the founding team, which is usually quite 
small and spread out already. However, I still do not see it as a huge burden on a per jurisdiction 
basis so if you are just in the UK, just in France or just in New York, it is manageable.

We experienced huge increases in costs, again in terms of both money and time, when we added 
a second jurisdiction. This meant a second investment manager and two regulated portfolios in 
another jurisdiction. When you go international, compliance becomes a burden, yes. It is more 
difficult to manage and easier for things to slip through.

We have a UK AIFM with a Cayman master feeder, but we also have a South African manager with 
two South African portfolios. That is a whole set of new regulations; you are basically doubling 
everything and more than doubling in this case. But your team does not double, that is the thing. 
And of course, in all the jurisdictions where you market, for instance the US, you have to be aware 
of their regulations, even if you are not regulated or even registered locally. The more you spread 
your operations beyond just one jurisdiction, the more you see compliance becoming a burden. In 
a sense, it grows exponentially, not linearly. That is my experience.
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Chris Egbunike

Phil, would you copy that?
Phillip Chapple
Yes, with compliance it is less the pure costs and more the time and the uncertainty.  For example, 
with MiFID II, it was not so much where we are now but it was a build up. You end up with this 
regulatory malaise of almost last mover advantage. In terms of AIFMD, so many people tried to 
do some much pre work to get there, then the regulator made last minute interpretations and 
suddenly it all disappeared. I can remember, with remuneration, people getting really concerned. 

It is about the uncertainty, the potential business changes and the reductions in the time that you 
have to put things in place. For example, take the amount of people running around like headless 
chickens towards the end of last year looking at transaction reporting. Last minute interpretations 
as to who was covered and who was not can get quite worrying. On the manager side, there is 
just a concern about lack of clarity on some of the regulation. Even on MiFID II, we are still waiting 
for a lot of guidance as to how this should be working and what the price points are. You are very 
scared of breaching and not having the right things in place. I think the uncertainty is the biggest 
pain point. 

Matthew Bloomfield
Do you think that is a benefit for the emerging manager, then? They can almost leverage off all 
the homework that the bigger managers are doing now? For example, with Brexit, there is a lot of 
planning going on in the market. The emerging manager may not need to do so much planning and 
may simply look at what the big managers end up doing and then following.

Phillip Chapple
I would agree. If you actually start when everybody else has suffered the pain, the reality is 
that those things you were worrying about for the last 12 months become three paragraphs 
in your compliance manual and a new addendum on your admin agreement. It becomes very 
straightforward.  I would agree if you are starting after it has been put in play. However, the fear 
can be that, if you are an emerging manager and you have started, suddenly you have to look at all 
these additional requirements and try to work out if you have to do them and what you need to put 
in place.  That can become a real headache. 

Alexandru Agachi
I fully support what Phil said. To build on what you said as well, I think this is one case where 
emerging managers have a large advantage. You do see the big actors in the industry having to 
sort things out way ahead. But as a small manager, when you work with experienced legal counsel 
in fund law, for example, your documents can go on 15 December after all their other clients have 
been through the discussions and all opinions have been formed. In that sense, it is a huge help 
to be small, to be nimble and to be able to adapt your infrastructure, and even investor relations I 
guess, quite easily to what is coming.

Christina McCarthy
Yes. It is following best practice and cutting out all the in between because it does cut down 
documentation to two to three pages. Sometimes the guidance notes are unclear and it leads to 
something else. You could go down the wrong track and then have to pull it back in so, in terms of 
time and cost, it probably does help to sit back a little bit.
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Chris Egbunike

Based on what you are seeing in compliance, do you 
guys think investors actually value all these various rules 
and regulations that the regulator is putting in place to 
protect them, and the cost that comes along with them? 
Phil, you may have touched on that a little bit earlier.
Phillip Chapple
Yes. It depends. In reality, the industry always pulls itself to best practice. The best practice is 
often the most practical way of doing it, whereas a regulator tends to look at something and take it 
to a conclusion that might be too far.  

It is a bit like MiFID II. If you looked at the logic of it, you would say of course you want 
transparency in terms of actual fees and not bundling everything up. However, when you get to 
the point where the line is drawn and suddenly you are having discussions whether you can go for 
a hosted dinner and all this kind of stuff, you think it is way beyond it. It then becomes a real cost 
and a stress rather than a benefit. I think investors see the benefit of some regulation, but the 
regulators normally take it to a point where it is beyond what they would see as the best practice 
or the ideal line in the sand.

Omair Ahmed
One dichotomy that is appearing now is the headwind of deregulation in the US and overregulation 
in Europe. My wife, for example, works for a fintech firm and they are based in the UK and US. 
They are seeing effects of it as well, where they are managing three different books and all that 
stuff. They are being overregulated and hearing Zuckerberg, for example, talk GDPR makes sense 
to a certain reasonable extent. There are certain policies that do make sense, but then there are 
certain ones that nobody can understand why they are there, other than for politicians to have an 
alibi, which goes back to the domicile question. I guess there is no answer. 

Alexandru Agachi
What is painful is the fact that the alternative space has been increasingly dragged into the overall 
money management regulation. That is where you end up with a very sophisticated space that 
cannot market to the retail public to begin with anyway, where the bulk of AUM, as was correctly 
said, is from large institutions, institutional money, very sophisticated investors with due diligence 
teams in-house. Yet you get dragged so much towards the retail market, but without the benefits 
of, even if you wanted to, being able to access it.  

Chris Egbunike
It always feels like the regulator starts off high with the retail. Somehow it just gets dragged back.

Amy Orivel
Regulators want to have two types of funds only: UCITS funds and AIFM-compliant funds, and it 
often seems that they are trying to extend UCITS rules to the alternative funds. But this does not 
really work, and there are lots of unintended consequences of such a simplified approach.

Omair Ahmad
I have a friend who raised about US$50 million for a digital currency firm. They have done an initial 
coin offering ("ICO") and you just heard how ICOs are being treated by the SEC. They have just 
spent US$5 million on legal opinions across the board, depending on the jurisdictions, across 
France, Japan and the US. These guys are literally going and talking to senators, congressmen or 
whatever to get an idea of what they are thinking. It is that sunk cost that is quite unproductive. 
When you look at the tech industry, it has no burden of that. They are the ones that are going to 
the retail consumer directly because that is the user. 
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Chris Egbunike

I know you touched on this a little but just going into the 
detail on it, has Brexit had any impact on the structure or 
domicile decisions around new fund launches? We can 
probably go to Matt first, to get your take on that. 
Matthew Bloomfield
In our experience, we are still very busy launching Cayman funds with London-based managers.

Chris Egbunike
The fear has not had an impact.

Matthew Bloomfield
Has it had an impact? I cannot tell that it has, certainly not at the moment, which is probably good 
news. It seems to be the status quo. If anything perhaps, things are busier, but that could be the 
current economic climate as well. In summary, we are not seeing a difference here in the London 
market.

Christina McCarthy
We are seeing a lot of new launches on the Irish side, particularly in regulated products, with 
unregulated products as well. We are seeing a lot of section 110 companies – an Irish resident 
special purpose vehicle – blending into the funds world, where, if the manager does not 
necessarily want to hold the assets in a sub-fund in an ICAV they will use a section 110 in the 
structure. We are seeing a lot of interest in those types of constructs and, in tandem, Ireland as a 
domicile. 

There are a lot of UCITS. We have seen some challenges in that area as well where managers have 
not gone above their tipping point. They are trying to manage the TER and it has become difficult 
with the investors. There is that critical mass there as well. Certainly, it has been very busy for 
us the last few quarters. In terms of new launches, it is a mixture of Cayman and Irish structures. 
Whether it is because of the market or Brexit, it is difficult to call. Some would say Brexit; others 
will say the market. I guess we will ride it out while it is there.

Chris Egbunike

Again, we have touched on that, but it probably feels like 
there might not be much more we can say on that. My 
fear is always that it is nice to make speculations, but 
until you know where you stand it is a bit unfair to drive 
that fear into folks, when you do not really know what is 
going to happen. It is one of those situations where you 
just wait and see how that unfolds.  

That leads nicely on to service providers. With all 
the change in regulation, that has bred new service 
providers into the ecosystem. I will reach out to 
managers first and then reach out to the providers. 
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Are you seeing a new breed of service providers or 
research companies that can help you break down 
your investment research and costs around that? Are 
IT providers doing anything new? Are you guys seeing 
anything in terms of new service providers in the 
ecosystem?
Alexandru Agachi
We have built a lot of our infrastructure in-house, so I cannot say much beyond the standard 
providers, the law firms and auditors. I cannot talk much about niche, new providers but I think 
there is an increased focus on packaged offerings for start-up funds and for emerging managers, 
like the Maples incubator. It was not traditionally the case. You had to have a decentralised, 
institutional setup from day one, basically.  However, now people are more willing to consider 
centralised solutions.

Having the advantage of seeing two jurisdictions, one in which this is common and one in which, 
here, it is still not that common, I can compare the two because I supervise our operations in both. 
I cannot imagine that a centralised package model is not going to continue growing and it makes 
so much sense, to be honest, to package your costs and your offerings. That is something that I 
see, things like the Maples incubator and platforms in this sense. I do not know if they are new but 
they are definitely generating interest at the moment.

Chris Egbunike

One of the things I have seen is outsourced trading 
desks. We have seen a couple of those. At that last 
event, there was a gentleman who represented a firm 
that pretty much just did outsourced trading. Is that 
something that you would consider doing or do you want 
to keep it to yourself?
Phillip Chapple
I am seeing a lot of niche or differentiated service providers out there. I think, because it is an 
entrepreneurial area, things like regulation come in. As we do see smaller managers with a longer 
runway until they get to break-even, there are opportunities. You see regulatory hotels. I remember 
about 15 years ago there was a thing for hedge fund hotels where they provide everything, then 
that kind of died out. We are seeing some of those things come back. However, there are niche 
providers in every space now. I suppose one of the big challenges when you are a start up is where 
to go niche and where to go with recognisable brands. That is changing too because, again, a few 
years ago with mini primes and structures of that kind, people almost looked at them with a bit of 
apprehension, especially after the Lehman Brothers situation, when talking about the risks. That 
has come back as well. People will investigate any way of bringing down the cost base to get going 
and to build up the track record. 

Chris Egbunike

Omair, have you ever thought about using service 
providers or outsourcing?
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Omair Ahmed
Yes, absolutely, from a technology standpoint, outsourcing that kind of stuff and general IT 
solutions. I did an internship back in the day in the fund admin business, so I know what it is about 
and I knew what I needed to get out of it. We have a pretty low turnover strategy. As such, there is 
not much stuff there. It is listed instruments. However, there is an apprehension around change in 
fund administrator. I have a network of advisors who are former partners in pretty large funds and 
they have gone through various different business cycles.

From speaking to them, in 2005, for example, it would have been a headache and a half. Now that 
things are a lot more automated and transitions are a lot more seamless, especially if you have 
quite a liquid strategy and you can find gaps where you are going to be in cash, it is a pretty easy 
transition. In terms of prime brokers, because we are trading futures we are not usually using their 
lending facilities at all. Therefore, why bother paying for MS unless they are going to do cap intro, 
which they are not necessarily doing? You can consider GPP, Cohen etc. I agree with you that the 
cost spectrums on execution can be quite contrary to what you expect when you go in there and 
talk to them about it.  Who knows why that is the case?

Chris Egbunike

Amy, in terms of what you are seeing, do you think there 
is a new breed of service providers, or do you think they 
are the classic service provider, but with more service 
providers providing that same type of service?
Amy Orivel
The one area where I do see a new breed, which is quite interesting, is in AML/KYC.  We had 
fintech, now we have regtech. A lot of start ups are emerging in this space, so we will see what 
happens. Yoti is an interesting one in the UK. That has all your compliance on your smartphone. I 
also went through the on-boarding process with a company in Germany, where you call up and go 
to the webcam. They ask you all sorts of questions, ask you to flash your passport at the camera 
and wave it around so they can see the watermarks and so on. I found it very efficient. In AML/
KYC, outsourced services like this can take a lot of strain off the managers, who do not necessarily 
have the time to do all of this very laborious checking of identity, etc.

Omair Ahmed
Compliance is the key outsourced function. Technology we can bring in-house later.  Neither of 
the partners has an interest in compliance. We just want to know if we comply and that is the end 
of it. However, we did take on a potential director when the funds launched, and she basically 
specialises in SEC, FCA as well as European regulations. I talk to her quite a bit about business 
strategy and the whole nine yards.  That is a person who is worth paying for at the director level so 
you can then have checks and balances on everything else that you are doing.

Amy, you mentioned AML/KYC. Another one is market abuse, partially with MAR and MIFID II 
coming out. A system is now in place such that you can look to do your market abuse exception 
reports and make sure it is being picked up properly. The same applies to AML and transaction 
reporting, you must make sure it is being done correctly. Christina, in terms of contracts, are 
people coming to you to ask you for advice as to how you make these contracts work for them so 
they get the protection? And, if you are paying more money, do you have the right infrastructure 
behind you?
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Christina McCarthy
Yes. We are certainly seeing it, in that, at the start of the relationship with an emerging manager 
they necessarily do not have the scale and have to be quite particular about where they are 
investing their resources, if they are outsourcing IT. They want to focus on trading, sourcing their 
investors and making them comfortable. We view it very much as a partnership, working with them 
through those early stages, making sure they know what they need on the administration side, the 
AML/KYC side and the services that we are good at and that we do well. We can offer a turnkey 
solution.  

We have the legal side as well with Matt’s team and that is very important. For a new manager who 
comes on-board and is unsure on some of the legal points, we can divert to legal. They might need 
advice on the administration side or want advice in terms of what fees they are seeing, where they 
are against peers, the reports they may need for potential investors. We have various different 
reporting packages and we can go through that to make sure they are comfortable with it and it is 
something that will resonate with their investors, and that is what they like to see.  

You have to be careful with whom you partner. You need to be comfortable with them. You need 
to grow with them and they need to be able to grow with you and provide the types of reporting 
as you move through the lifecycle of growing the fund, and as new investors come in. They have 
different appetites.  They require different things. You have to know your partner can deliver that 
or at least guide you where you can get the services required.  It is like having your operational 
people in-house but they are outside. They have various different resources available to them that 
can help you go through that.

Omair Ahmed
Because it is a business like any other, each person is going to have their unique take on it and 
there is no objective reason why. If you can rationalise it, I think people understand why. For 
example, when it came to the PMS/OMS system, as we were talking about five minutes ago, or 
fund admin, my whole was on the user interface, how it looks, whether it is intuitive. Some of the 
fund admins – I will not name them – wondered why we were looking for this. 

Chris Egbunike

The next question is what has the impact of mini primes 
been on the market? Phil, I will throw that one out to 
you.
Phillip Chapple
The market has definitely bifurcated. Now the prime brokerage market has become choosier and 
there are fewer of them, there is less appetite for start ups and there is definitely a space for the 
mini primes. In terms of pricing, you really have to look down into it and see if there has been 
any effect Mini primes have definitely given breadth to the market. They have brought different 
providers. They all have their different kind of flavours to them and different expertise. It is positive.

It is interesting because, in the US, mini prime has always been large. The reality is Morgan Stanley 
is always full in the US, so you are always in a queue to see if you can get a slot. In Europe, before, 
they would need you for business at one point, whereas now I think they are more selective. There 
are fewer slots. There is definitely space for mini prime. They have grown a lot. You look at the 
infrastructure and risk management. It is definitely better than it used to be. I think investors are 
getting more comfortable with it because of that as well. At one point, there was the fear of being 
another level down on the protection of assets, whereas now it is seen as a necessary set up for a 
lot of start ups.
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Chris Egbunike

Do you think the shine has been taken off prime brokers 
because the cap intro has not been seen as quite as 
effective as it used to be? Is that controversial to say, or 
is that a fair assumption? 
Phillip Chapple
It is controversial in terms of cap intro, because cap intro is introductions, it is not capital raising. 
After MIFID II there are bigger questions, such as whether this is chargeable or what it is worth 
and what are people willing to pay for it. This means it either becomes something that people 
have to be willing to pay for and get value from, or it might wither a little bit. I think the consulting 
has value. Again, as with lots of these things, it is very hard to price it up and see what people are 
willing to pay for it, and that is the big question at the moment. 

Chris Egbunike

Alex, do you use a prime broker as part of your 
business?
Alexandru Agachi
We have used one of the main names since day one. I have not looked at the mini prime market 
so I cannot say more. Looking at jurisdictions like Asia, Interactive Brokers are used even by very 
established hedge fund managers with much success and no material unhappiness to date. It 
is the same for new launches in Europe. You see them building a track record with Interactive 
Brokers. I do not think it has eroded the business for large prime brokers but clearly they are 
growing and there seems to be demand for this segment of the market.

Chris Egbunike

Amy, do you interact with prime brokers at all?
Amy Orivel
No, I do not have any exposure to them. They are not part of the cryptocurrency/digital asset 
landscape for moment.

Omair Ahmed
I have always had problems with the risk team at a prime broker. They are hedging their risk by 
putting all the risk on those who will be our clients, basically. For example, one prime broker 
wanted to retain all the assets on their platform because we can be technically 100% cash at some 
points in time, and I did not want it to sit there. I wanted it to be in a separate custodian post-
Lehman and all that. They said there were risk limits and they would not let us move on until a 
certain amount. That is them putting the burden of your credit risk entirely on our client.

Secondly, other prime brokers will offer you auto sweeps into their own money market funds but 
not to another which might be offering you a better yield. Structurally speaking, you start looking 
at those and seeing which prime brokers are different and will cater to outside interests.

Chris Egbunike

Matt, is that something you are seeing? Are European 
Union fund managers going with more traditional prime 
brokers or are they working with mini primes a lot more 
in Europe?
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Matthew Bloomfield
You can broadly tell when you receive a private placement memorandum where the manager is at 
in terms of its launch AUM, because the prime brokers listed will generally be the bigger names 
in the market. This may be a generalisation, but this appears to be true for other service providers 
too: you have the top tier, which these days are perhaps only really willing to work with the bigger 
players and on their terms. And then you have the rest of the field, which are perhaps willing to be 
more flexible and offer more bespoke solutions and have discussions over costs.

Perhaps it is indicative of the emerging managers that they are the ones that have those 
conversations and work with service providers outside the top tier, to get a more tailored solution 
to their fund, and to provide the full menu of services that the manager might need.

Chris Egbunike

Finally, as an emerging manager, what issues are 
keeping you up at night? I am going to go to you first on 
this one, Amy. You probably have different managers 
who come to you and tell you their tales of woe. Is there 
anything that they are telling you in terms of issues that 
are keeping them up at night? 
Amy Orivel
I do not necessarily think anything is keeping them up at night. It is a matter of waiting and 
seeing in terms of the regulation. We are just finding solutions to get things up and running. When 
regulation emerges, we will adapt.

Chris Egbunike

Are the managers being patient with you? Do they 
understand, when you tell them that?
Amy Orivel
I think it’s quite obvious to them that we cannot go out and set up a regulated fund for EU 
investors at the moment. We are simply not going to find the service providers. We are not going 
to find any regulated entity that can provide custody. We have all sorts of solutions in terms of 
safekeeping. It is actually not that complicated technically, but we are not going to find a regulated 
custodian that is able to provide a solution right now. We are not going to find a fund administrator 
that is quite there either. I know Maples are working really hard and that the solution is going to 
come. I do not think people are worrying about it. We are just getting on, doing what we can from 
a practical point of view and being pragmatic.  

In terms of setting up a non-regulated fund, it can be really quick, just a couple of weeks. In terms 
of setting up a regulated fund, who knows? It is probably going to be several months.

Chris Egbunike

Christina, when your clients come to you, is there 
anything that they tell you is keeping them up or that you 
feel should keep them up at night?
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Christina McCarthy
I do not know if it keeps them up at night but there are always questions around regulation and 
how it is going to impact them. We seem to be fielding a lot of questions at the moment on GDPR, 
which is very topical and anything else we might be seeing that they should be aware of or that 
is relevant for them. I am certainly interested in the views of the panel and what they believe is 
relevant and is keeping them up at night.

Alexandru Agachi
I think for me it is mostly the complexity of the business. You are facing complexity from several 
sources. First, the markets are a probabilistic universe which is not the case in many other 
industries. And you have the future business probabilities which are the shifts in investor appetite 
and investor risk appetite. And then you have the regulatory changes in all the jurisdictions 
where we operate. When you put all these pillars together, it makes for a lot of uncertainty and 
complexity as a result. That is just me. 

Omair Ahmed
I would second that and add AML/KYC. I started my career in 2001 and in 2003 the PATRIOT Act 
came in, so you had your KYC re-dos. I will put it in context. When you go out to investors starting 
up a fund, you are looking at people who generally would take risk, they would take a punt on a 
start up idea and that could be for different reasons. Then you have to start asking yourself why 
that person wants to invest. With the increasing complexity of sanctions across regions and so on, 
you have to be mindful, especially in London, with complex tax laws for non domiciled individuals 
and what have you. In Switzerland and Germany, you have the same thing.  

For example, we had a client that was going to give us US$5 million and it got taken out by the 
German tax people. It was someone who was introduced to us by ABN AMRO. He was an ABN 
client. Nobody really knows why, but when you are trying to do this as a start up it is a massive 
undertaking. I realise the benefits of being behind RBC or something, where you just kind of send 
a ping asking someone to tell you if something is okay. That keeps me up. 

Chris Egbunike

Matt, when your clients come to you, is there anything 
they tell you that keeps coming up over and over which 
you see as a trend or an issue?
Matthew Bloomfield
In the emerging manager context, it is the manager themselves perhaps being very hands on with 
more operational or compliance issues, whereas I think the best advice is to check in and rely on 
your service providers as much as possible. For AML, if you have a good administrator, they will 
be checking and scrubbing on a regular basis. Your service provider should have that all in hand. I 
imagine a lot of managers are coming from this world where everything is put on a plate for them 
and they are really well looked after. They are wrapped in cotton wool. If you are suddenly on your 
own, it is a very different world, trying to get to grips with all these compliance features and tax 
laws in every jurisdiction that the investors might be in. You have to let go a little bit and rely on the 
good people you have in place to look after you. If they are the right people, then they will do that.

Phillip Chapple
It is probably MiFID II. In reality, it just feels like everybody is really scared of doing the wrong 
thing. At the moment, we have all these brokers trying to send us research. We are trying to swat 
it away and say no but at the same time trying to work out a fair price that we can pay, and yet 
there is no guidance. We are getting to the point now of trying to stop people getting unsolicited 
research to the desk. For the first few days, it was basically just monitoring emails. Now it has 
reached the point where we have had research couriered to us that we have not asked for and we 
have to keep sending back. When we get to the point where we work out what research is worth, 
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what we can pay, then we can actually agree things with people. At the moment, we are just 
waiting to see what the market comes to and get comfortable with it. We thought by the end of Q1 
we would know where we are. We still do not, really.

Chris Egbunike
It is probably fair to say the dust is still not fully settled on MiFID II. To be fair, given the fact that 
you are having these conversations – I know how seriously you take compliance – you are still 
ahead of a decent sized proportion of the market. A lot of people have not looked at MiFID II the 
way they should have. It would be interesting to see how the regulator is going to take that forward 
once it gets itself together as well.

Alexandru Agachi
It is surprising how unprepared the larger players have been for MiFID II. As an emerging manager, 
people would expect you to be less prepared but one of the most significant issues emerging 
managers have been facing regarding MiFID II was how unprepared their large institutional 
counterparties were.  

Chris Egbunike
I just to want to say thank you all so much for your active involvement in this roundtable.  It has 
been pretty enlightening for me, hearing from both sides, so thanks a lot for your time.



maplesfundservices.com
maplesfs.com


