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THE PLACE FOR MALTA IN THE 

ALTERNATIVE FUNDS MARKET

Laragh Cassar of Camilleri Preziosi tells how Malta, with its strong economic and 

political regime  is perfectly set up to be the alternative funds domicile of choice

MALTA

LEGAL

“THE EFFICIENCY OF THE MALTESE REGULATORY, LEGAL 
AND AUDIT FEES AND ANCILLARY COSTS PLACES MALTA 
AS A COMPLEMENT, RATHER THAN A THREAT TO THE 
TRADITIONAL FUND JURISDICTIONS” - Laragh Cassar

I
t is now an accepted reality that 

Malta is considered an ideal loca-

tion for the domiciliation of funds. 

Malta’s awareness has grown over 

the past decade, in particular, fol-

lowing its entry into the European 

Union (EU). This has been the result 

of a number of contributing factors, 

ranging from the general economic, 

social and political stability of the 

country to the more industry-spe-

cific initiatives intended to intensify 

awareness.

In particular, the relatively low set-

up costs, an open and accessible 

regulator, the expertise in audit and 

legal services, the taxation regime 

and the extensive range of double-

tax treaties ratified by Malta have 

all contributed to its success in the 

fund industry. Such factors have 

proven to act as a particular attrac-

tion to the smaller- to medium-sized 

fund promoters seeking to establish 

themselves in an onshore, well-regu-

lated and cost-effective jurisdiction. 

Promoters of such medium-sized 

funds are unlikely to want to incor-

porate the fund in the more tradi-

tional onshore fund jurisdictions, 

such as Ireland and Luxembourg, 

since the costs to do so would typi-

cally be too elevated in proportion to 

the investment’s size. The efficiency 

of the Maltese regulatory, legal and 

audit fees and ancillary costs places 

Malta as a complement, rather than 

a threat to the traditional fund juris-

dictions. What is simply too costly to 

set up in Luxembourg and Ireland is 

more likely to be a feasible project in 

Malta. This attraction, however, does 

not come at a cost to the quality of 

regulation and service providers. 

The benefits of redomiciliation

As of lately, the fund industry is re-

ported to have experienced a gen-

eral trend towards the migration 

to onshore and well-regulated ju-

risdictions. The OECD led a review 

of offshore domiciles, anti-money 

laundering Financial Action Task 

Force, increased taxes and increas-

ing regulation, together with inves-

tor appetite for increased regulation 

post the financial crisis are reported 

to be a few of the causes. This has 

been good news for Malta, since this 

general trend appears to have acted 

as a catalyst to fund promoters and 

advisors looking beyond the shores 

of the more traditionally known fund 

domiciles, both for the launching of 

new investment funds, as well as for 

the redomiciling of existing funds. 

While the legislation concerning 

the continuation of companies to 

Malta has been in place since 2002, 

in reacting to the trends of the fund 

industry, the Malta Financial Services 

Authority has recently issued guide-

lines on the redomiciliation of funds 

to Malta. Redomiciliation is a particu-

larly viable option for existing funds, 

who without wanting to lose out on 

the existing operations, investments 

and opportunities, would nonethe-

less wish to move to an onshore reg-

ulated jurisdiction. The redomicilia-

tion would entail a licensing process 

under Maltese regulations applicable 

to the said fund and in some instanc-

es might involve a corporate restruc-

turing depending on the corporate 

vehicle used in the original domicile 

and the corresponding vehicle to be 

used in Malta. 

The most commonly used corpo-

rate structure for funds in Malta is 

the investment company 

with variable or fixed-

share capita, however, 

other vehicles such as 

limited partnerships and 

trust funds have also been 

used, albeit to a much 

lesser extent. 

One of the success sto-

ries for the Maltese fund 
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“THE FUTURE FOR MALTA IN THE ALTERNATIVE 
FUND INDUSTRY IS POSITIVE. ALL INDICATIONS ARE 
THAT IT IS SEEN AS AN APPROPRIATE PLATFORM 
FOR ESTABLISHING AN ONSHORE FUND” 
- Laragh Cassar

industry has been the professional 

investor fund structure for non-retail 

funds – this structure targets three 

main segments of non-retail investors 

ranging from the lower end ‘experi-

enced investors’ to the higher end of 

the scale known as ‘extraordinary in-

vestors’. 

The regulatory framework of the 

professional investor fund can be 

generally described as being flexible 

while retaining an element of regu-

latory intervention seeking to en-

sure protection and stability of the 

financial market. This form of fund 

has been commonly used by hedge 

funds, as well as private equity funds 

and has been particularly attractive 

to the medium-sized hedge fund 

outfits. 

AIFM Directive

The prospects for Malta also deserve 

to be analysed within the context of 

the much discussed provisions of 

the AIFM Directive. The proposed 

provisions have been discussed at 

all levels and much scepticism on 

their effect to the hedge fund in-

dustry has been noted.  The AIFM 

Directive could, if the concerns 

evidenced by the industry are ade-

quately reflected in the resultant di-

rective, prove to be beneficial to the 

Maltese fund industry, as well as for 

the investment management indus-

try in general. The imposed restric-

tions on marketing non-Ucits funds 

to EU investors has been criticised 

as being protectionist in attitude and 

may result in an uneven playing field 

between EU-domiciled and non-EU 

domiciled products. Due to the un-

certainty regarding European private 

placement rules, an EU-domiciled 

regulated product may become the 

only way to obtain investment from 

EU investors. Accordingly, one of 

the current lines of thought con-

cerning the effect of the directive 

is that current offshore funds and 

managers may seek to relocate to an 

onshore jurisdiction, such as Malta, 

with a view to continue to service EU 

investors and benefit from the distri-

bution possibilities that the directive 

would provide.

The future for Malta in the alter-

native fund industry is clearly posi-

tive. All indications are that Malta  

is continuously seen as an appro-

priate platform for establishing an 

onshore fund. 

Camilleri Preziosi Advocates
A leading Maltese law firm with a commitment to deliver an efficient service to clients 

by combining technical excellence with a solution-driven approach to the practice of 

law. Camilleri Preziosi is a specialised practice focusing on domestic and international 

transactions with a focus on corporate and commercial law, and the financial services 

sector. The firm provides both transactional and regulatory advice and assistance to 

clients. It takes a multidisciplinary approach to its practice and all its lawyers advise 

across a broad range of areas. The close relationships developed enable it to give 

practical and effective advice. In other words, advice that adds value.


