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Calm financial waters: Mauritius is home to 18 banks
including Deutsche Bank, HSBC, Barclays and SBI

Mauritius has great potential as a service

provider to the hedge fund industry. Stability and
professionalism have been bywords in the industry
and are set to continue being so in the future

ASHWIN JUGBANDHAN, FELLOW OF THE ASSOCIATION OF CHARTERED CERTIFIED
ACCOUNTANTS AND MEMBER OF THE UK SECURITIES & INVESTMENT INSTITUTE

from absence of withholding tax on interest, dividends
and royalties to absence of capital gains tax on sale of
securities, depending on the jurisdiction of investment.

Mauritius is home to 18 banks including Deutsche
Bank, HSBC, Barclays and SBI. Alongside the major
local banks, they provide slick custody services. Mau-
ritius is well-positioned geographically for trade ex-
ecutions and reporting. It is close in time zone terms

to Asia, India, Europe and Africa. Although not geo-
graphically close to the US, many Mauritian service
providers have, or are establishing, bases of operation
in Cayman or similar jurisdictions to service US hedge
fund clients.

Mauritius has great potential as a service provider to
the hedge fund industry. Regulators in the major west-
ern economies are becoming aggressive in restricting
fees and compensation levels, making it difficult for tra-
ditional hedge fund models to operate. There has been
a move towards Switzerland as an alternative hedge
fund jurisdiction and there is no reason why Mauritius
should not succeed in the same manner. The island is
well governed and well regulated and Mauritius has
been on the OECD white-list for nearly 10 years. It is
a stable democracy and has been since independence in
1968. Governments may change, but the commitment
to creation of a business-friendly environment does
not. Stability and professionalism have been bywords
in the industry and are well set to continue being so in
the future. H
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MALCOLM MOLLER is managing partner of Appleby in Mauritius and the Seychelles. He
specialises in advising financial institutions on financial regulation, regulatory capital issues,
financial institution M&A, and insurance-related transactions. Malcolm advises on private
equity funds, hedge funds, derivatives transactions and securities offerings, as well as a
range of corporate and corporate finance transactions.

HFMWeek: How has Mauritius evolved as
a hedge fund centre over recent years?
Malcolm Moller (MM): The global business
industry in Mauritius is quite active mainly
for inbound investment into India, Africa and
China. Mauritius has become number one in
providing foreign direct investment in India,
due to the favourable treatment under a dou-
ble taxation treaty between the two countries.
Since the signing of the treaty, many invest-
ment and hedge funds have (and continue
to be) incorporated in Mauritius for the spe-
cific purpose of investment in India. With the
existing Mauritius treaty, the benefits of in-
cluding the island in an investment structure
for access to the Indian market are unparal-
leled, whether utilising a collective investment
scheme, a closed end fund or a myriad other
investment vehicles.

HFMWeek: What challenges did the
global financial crisis present to Mauritius
as a fund domicile, and how were these
dealt with?

MM: As in any setting, institutions, like indi-
viduals, are making more calculated decisions,
looking to maximise productivity and reduce
risk and unqualified expenses. The global fi-
nancial crisis is just that — global, and we fore-
see a generally more cautious period, wherein
our international clients are going to rethink
large-scale refinancing and perhaps extend
time frames in relation to current projects.
HFMWeek: What are the advantages of
setting up a hedge fund in Mauritius?

MM: 1. Availability of double taxation trea-
ties in regions ranging from Asia, Africa and
Europe;

2. The tax regime of Mauritius where funds

are taxed at the rate of 15%, but benefit from a
tax credit which is equivalent to the higher of
any tax deducted at source or 80% of the tax
liability. There is no capital gains tax and no
withholding tax on dividends in Mauritius;

3. Favourable time zone;

4. Mauritius was ranked 17th (up from 24th

in 2009) in the 2010 ‘Doing Business’ report
which ranks 183 economies based on the facil-
ity of doing business;

S. Strong legal framework and regulations;

6. Qualified and experienced labour force;

7. Excellent IT infrastructure and internet
connection;

8. Political stability and effective monetary
policies;

9. Presence of international banks, accounting
firms and law firms such as Appleby.
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HFMWeek: How important is Mauritius's
regulatory regime in attracting fund manag-
ers to the region?

MM: The Financial Services Commission has
developed a very flexible set of guidelines for
the regulation of collective investment schemes
in Mauritius, adopting what it considers indus-
try best practice from various long-established
and well-regarded jurisdictions. This has, over
the years, resulted in more than 439 investment
funds having been incorporated in Mauritius
and assets in excess of $43bn (€29bn).
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Mauritius is committed
to maintaining conditions
which are conducive to
attracting international
business and has played
host to a number of
significant investments
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Mauritius remains committed to developing
and maintaining conditions which are condu-
cive to attracting international business and
has been fortunate in playing host to a grow-
ing number of significant investments in India,
China and Africa (through global business
companies). Many of the companies (includ-
ing fund management companies) have been
formed by large institutional players, attracted
by Mauritius’s well-established reputation as

Port Louis, capital of Mauritius

a centre of excellence, innovation and as an
outstanding international financial centre, sup-
ported by responsible asset protection laws and
robust anti-money laundering laws.
HFMWeek: To what extent does Mauritius act
as a bridge between Africa and Asia?
MM: Mauritius benefits from a strategic loca-
tion in the Indian Ocean between India and
Africa with direct flights to most major centres.
It also has double taxation agreements with
several countries within the African region.
HFMWeek: What role does the Mauritius
stock exchange play in the region’s continued
development as a financial centre?
MM: The Stock Exchange of Mauritius (SEM) is
one of the most stable and effective markets in
the African region. Over the years the exchange
has witnessed a significant overhaul of its oper-
ational, regulatory and technical framework to
reflect the ever-changing standards of the glo-
bal stock market environment, and today, SEM
is one of the leading exchanges in Africa, and a
member of the World Federation of Exchanges.
The stock market was opened to foreign in-
vestors following the lifting of exchange con-
trol in 1994. Foreign investors do not need
approval to trade shares, unless investment is
for the purpose oflegal or management control
of a Mauritian company, or for the holding of
more than 15% in a sugar company. Foreign
investors benefit from numerous incentives
including that revenue on sale of shares can be
freely repatriated, and dividends and capital
gains are tax free.
HFMWeek: What challenges and opportuni-
ties lie ahead for Mauritius in the future?
MM: The ability to develop new types of
instruments and investment vehicles, and ensure
a good planning of education and training in re-
lation to the development of new services. M
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