


To gain further insight into the developments of

the Ucits brand, HEFMWeek spoke to Professor

*

Joe Bannister, Chairman of the Malta Financial

Services Authority, about the growing appeal

*

of the directive in Malta's financial sector

ince Malta became a member of the
European Union in 2004, its legis-
lation bypassed the first two lesser
successful Ucits directives to adopt
Ucits III. Now, with Ucits IV in the
pipeline, Malta is poised to reap the
potential benefits of the developing brand.

“The Ucits III directive has now become a
globally accepted product and has also been
very successful in our jurisdiction,” asserts Prof
essor Joe Bannister, chairman of the Malta Fi-
nancial Services Authority (MFSA).

To demonstrate the widening appeal of the
Ucits wrapper, Bannister draws on the increas-
ing number of pension funds within more un-
charted corners of the globe that are investing
in Ucits funds.

“The Ucits brand is also being sold to third
countries, particularly in Asia, where there is a
good appetite for it,” says Bannister. “There are
now Ucits funds being sold in China, Singapore
and Hong Kong and there are even pension
funds investing in Ucits in Chile.”

This worldwide acceptance has in turn height-
ened investor confidence surrounding the Ucits
brand, something Bannister attributes to the in-
herent worth that the directive offers investors.

“Apart from the obvious passporting benefits
of the Ucits directive,” Bannister explains, “it
also offers wide-ranging diversification.

“The important role of the custodian is an-
other reason for its success,” he adds. “One
major requirement of Ucits is that the custo-
dian must be in the country where the Ucits is
domiciled, although there is some allowance of
custody, there must be a regulated custodian in
that jurisdiction.”

The value of the Ucits directive is exempli-
fied by a direct comparison between the relative
success of the Ucits III directive and the pitfalls
of other fund derivatives in light of recent eco-
nomic turmoil, Bannister believes.

“Despite recent events, which have brought
the value of fund assets down, particularly with-
in equity funds, losses within Ucits have not
been as extreme,” argues Bannister.

Bannister attributes this favourable perform-
ance to the in-built transparency within Ucits
and the controlled levels of hedging — set at
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100% - predicting that the implementation of
the impending Ucits IV directive will strength-
en an already widely accepted product.

“As we evolve, so will the Ucits brand,” dis-
cerns Bannister. “And Ucits IV will be a very
positive evolution of the existing product.”

The post-Ucits III developments, already ap-
proved by the European Parliament, will intro-
duce a number of improvements, according to
Bannister.

“In the Ucits IV directive, there is now a Key
Investor Document (KID),” Bannister points
out, “a document replacing the Simplified Pro-
spectus that outlines specific rules for preparing
key information for investors.”

The directive will also open Ucits funds to a
wider range of fund structures, Bannister adds.

“The Ucits product, I envision, will be incor-
porated into mutual funds,” he explains, “as well
as those that have a master feeder structure”
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allowances, permitting management services to
be performed in other jurisdictions, Bannister
keenly anticipates shorter and quicker passport-
ing procedures under the Ucits IV directive.

“Passporting lead time will be reduced from
60 days to 30 days,” he says, “and it will allow for
its request electronically, not just in writing.”

Ultimately, Bannister’s vision of the prospec-
tive Ucits formula is one more akin to a retail
hedge fund with greater consumer protection
brought about through wider diversification.

“In terms of Ucits IV, the next step is im-
plementation of the management company
passport,” Bannister concludes. “I view it as an
evolution in terms of the single market in allow-
ing management companies to provide services
across the EU. Furthermore, strengthening the
role of the custodian will further the success of
the Ucits brand and I expect to see a number of
hedge funds and asset managers entering into it
over the coming years.” M
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