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Introducing the Cyprus Investment Funds

32 i\r"uﬂt‘\h‘ Overview
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Cyprushasbecomeone of the fastestgrowinginvestmentfund centresin

Europeas a result of its continuousefforts to upgradeits legislativeand

regulatory regime Cyprus,by virtue of being an EU member state since
2004 hastransposedboth the Undertakingsfor Collectivelnvestmentin

TransferableSecuritiesDirective (UCITS/) and the Alternative Investment
Fund Managers Directive (AIFMD)into national law, thus ensuring full

compliancewith the EU Fundsrelated legislation The current regulatory
framework providesfor higher transparency,enhancedrisk management
and liquidity provisionsaswell aslower set-up costscomparedto other EU
jurisdictions

In an effort to further enhanceand grow the Cyprusinvestment Funds
Industry, the Cyprus Investment Funds Association 0 GiIFA (has been

incorporatedin 2013to whichour firm is a member. CIFAhasestablished
closecooperationwith the competent RegulatoryAuthorities, the Ministry

of Financeas well as all relevant Industry Associationsand Professional
Bodies At an international level, CIFAwas granted full membershipof the

Europearrundand AssetManagementAssociatiofEFAMA)

Settingup an investmentfund in Cyprusis a simple process The Cyprus
Securitiesand ExchangeCommissiond GySEE (s the regulatory authority

responsibleunder the Lawfor the licensingand supervisionof Investment
Funds for both Undertakingsfor Collective Investment in Transferable
Securitieso WCITS @and Alternative Investment Fundso AlF€ @as well as

any other type of InvestmentFund The commencementof operations of

InvestmentFundsrequiresauthorisationfrom CySECT hetimeframe for the

licensingprocessis approximately3-4 months from the date of submitting

the application

RN

/ & LINn@lrpréhensivetax treaty network with 64 countries,alongwith a
number of other notable benefits, hasrenderedthe country attractive for
investment funds primarily into Russia,EasternEuropeand Africa More
generallythe tax framework offers interesting tax planning opportunities
and key advantagedor funds following investmentstrategiesin emerging
markets

The increasingnumber of applicationsbeing received by the CySEGor
Cyprusinvestment Firms (CIFs)is indicative of the enduring attraction of
Cyprusas an investment base The number of CIFshas registered an
impressiveincreaseover the years,surgingfrom 50 in 2005to 245in 2018
with the trend expectedto continue Currently,there are 8 UCIT&nd 125
AlFslicensedby CySEQCyprushasseena formidable growth momentum,
with assetsunder managementmore than doubling from €2,1 billion in
2012to €4,8 billionin March2018

Cyprusis continuingto upscaleits legal and regulatory framework in an

effort to keep the jurisdiction at the forefront of fund Y I y I JahidNE Q

A Yy @S aninés Nlfe RegisteredAlFand the Limited Partnershipwith legal
personality introduced in 2018 with the replacementof the relevant AIF
Law are two examplesof the way that the investment funds spaceis
improving in terms of innovation and regulation Both developmentswill
help streamlinethe setup of investmentfund vehicles while alsokeeping
costsdown and adoptinga risk-basedapproachto investor protection and
regulation
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Key Facts & Figures
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Cyprus Stock Exchange (CSE)

Multilateral Trading Facility (MTF)

Private Equity
Funds
57.28%

International Memberships

Hedge Transferable

Funds Securities
10.84% 3.15%
Real Estate Other
18.96% 9.77%

Memoranda of Understanding (MoU)

+ International Organization of
Securities Commissions (I0SCO)
+ European Securities and
Markets Authority (ESMA)
+ European Fund and Asset
Management Association (EFAMA)
« European Systemic Risk Board (ESRB)
+ International Capital Markets Association
(ICMA) - Associate Member

+ Bilateral MoU with 19
Regulatory Authorities for the
exchange of Information

+ Bilateral MoU with 47 Supervisory
Authorities outside the EU for
enhanced supervision of Alternative
Investment Fund Managers

* Full signatory of the IOSCO and
ESMA Multilateral MoU

+ MoU with the Chartered Institute
for Securities & Investment (CISI)

Source: Investment Funds Guide 2018 issued by CIFA
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Regulated Entities 31 july 2018 Pending up to
31july 2018
Cyprus Investment Firms 245 23
Administrative Service Providers 165 12
Total 410 35
Listed Companies
Issuers of securities trading on the CSE 67 0
Issuers of securities listed on other regulated markets 13 0
Total 80 0
Management Companies and Funds
UCITS Management Companies 4 1
Authorised External Fund Managers 21 8
Special Purpose Entities 10 0
UCITS Funds 8 4
Authorised External Fund Managers 4
Registered AIF Funds 1 4
Registered AIFLNP Funds (Internally Managed) 64 20
AIF Funds (Externally Managed) 23 22
AIFLNP Funds (Externally Managed) 38 1
Total 170 64
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UCIT&redefined,asanyorganisationvhosesoleaimis the collectiveinvestmentin transferablesecuritiesor in other liquid financialassetof capitalraised
from the public,and whoseoperationis basedon the principleof risk-spreadingand whoseunits are, at the requestof holders,repurchasedr redeemed,
directlyor indirectlyout of the UCIT &ssets

UCITSre establishedand authorisedunder the harmonisedEUlegal framework, UCITS/ EUDirectiveand governedby The OpenEndedUndertakingsfor
Collectivenvestmentd_awof 2012(LawN78 (1) 2012, asamendedn April 2016

Alternative Investment Funds (AIFs)
AlFs may be exempted from the requirement to appoint a depositary

A collectiveinvestmentundertakingraisingexternalcapitalfrom a numberof ‘(aspupt?{ggtto EppEvElDyine CYEISTARHIE CoEREer Mereer e il pi ngee

investorswith a viewto investingit in accordancewith a definedinvestment o
policyfor the benefit of thoseinvestors,andthat hasnot beenauthorizedas A Assetaundermanagementlo not exceede5 million; or

aUCITS A Thereare only few investors(no more than 5) and their number is not
AlFsare governedby the Alternative InvestmentFundsLawof 2018¢ 1 .124 expectedto increasein the future; or

(1) 2018 asamended andis fully harmonisedwith the latestEUdirectiveson A Theassetsunder managemenbf the AlFdo not includeassetssubjectto
assetmanagementfransparencyandinvestorprotection. custody (e.g. real estate) which exceed10% of the total value of the

portfolio, the total number of investorsis limited to 25 physicalpersons,
andthere isa minimuminvestmentamountis €e500.000 per investor.

c

- Registered Alternative Investment Funds (RAIFS)

I AnAlFmayoperateasa RAIFprovidedthat all of the followingare applied

An AlFwhich complieswith the provisionof SectionVIll of the Alternative /A Externallymanagedby either an AIFM, a subthreshold AIFM, a MiFID
InvestmentFunds_awof 2018¢ 1 .124(I) 2018 asamended investmentfirm or a UCIT$nanagementompany

RAIFgo not require licensingor authorisationby CySE(providedthey are A Exclusivelpddressedo professional/iwelinformedinvestors

externally managedand therefore supervisedby CySE@t the level of the A The Instruments of Incorporation/Rulesexpresslyindicate that it is
investmentmanager subjectto the applicationof the provisionof PartVlllof the Law

A It is registered in the special Register maintained by CySEQRAIF
Register)
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UCITS

AIF, unlimited number

of investors

e

AIF with limited
number of investors

O AIFLNE 0

@ ;’ DEMETRIADES LLC

)

AIFLNP operating

without a depositary

N

Regulatory The Open Ended The Alternative The Alternative The Alternative The Alternative
Framework Undertakings for Investment Funds Law of |nyestment Funds Law of Investment Funds Law of Investment Funds Law o
Collective Investments | 2018 (N.124 (I) 2018, as| 2018 (N.124 (I) 2018, | 2018 (N124 (1) 2018, | 2018 (N.124 () 2018,
Law of 2012 (Law N78 (I) amended) Section VII, as amended) Section VII, as amended] Section VIII, as amended
2012, as amended)
Regulator CySEC CySEC CySEC CySEC CySE® supervising the
w!LCQa !'fus
Investment Fund
al yI J8ANE b a
Legal form AVariable Capital AvCIC AvCIC AVCIC AvCIC
:,)”\‘gtén%”t Company | Arixed Capital AFCIC AFCIC AFCIC
A oayyayv Cr i ',')}!det?g“?m Company | A p with or without ALP with or without ACF
y af R @ v separate legal separate legal ALP with or without
ACF personality personality separate legal
ALimited Partnership ) ) personality
OlE 0 GAUK 2|INJ gA0KZ2dzi
separate legal
personality
Eligible asset ATransferable securities| No restrictions No restrictions No restrictions No restrictions except
categories AMoney market when the RAIF is not

instruments

AOpen ended collective
investment schemes

ADeposits with eligible
credit institutions

AFinancial derivative
instruments

managed by an AIFM,
whereby:

Athe RAIF must invest at
least 70% in nottiquid
assets; and

Amust be closedended
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AIF, unlimited number

of investors

AIF with limited
number of investors

O AIFLNE 0

Minimum initial
capital

Ae200.000 if externally
managed

ANo requirement if
externally managed

(@ JI{)E‘IE‘YF]{I;\[)[‘)S LLC

AIFLNP operating

without a depositary

ANo requirement if
externally managed

ANo requirement if
externally managed

No requirement

Aconndnan ATAAHEFPnAn ATAaBi@&Fnn-n AT |A&SgFdonnn AT [aSt T
managed (applies to managedapplies to managed managed
each investment each investment
compartment when the| compartment when the
UCITS is established ag AIF is established as ar]
an umbrella fund) umbrella fund)
Assets under No threshold aAYAYdzYY € phnaimYidzYY € HpadamYidzYY e HpadinvidzYY e pinzs
management Maximum: N/A al EAYdzYY e wmpal BFAY dz2X 2 ye mnMaxitiumi N/A 2 v
~AUM _+ (restrictions may exist including leverage, or including leverage, or (restrictions may exist
depending on epnn YAffA2Ye ppn eBAINI A 2 ydegepdingdd | NJ
investment policy and lockup without leverage) | lockup without leverage)| investment policy and
type of investors) type of investors)
Net Asset At least every fortnight | At least twice per year At least twice per year At least twice per year At least twice per year
Valuation on the first business date
=Ng §_c

No. of investors

Unlimited

Unlimited

K opn

Kop

Unlimited

Eligible
investors *

AProfessional
AWellinformed
ARetalil

AProfessional
AWellinformed
ARetalil

AProfessional
AWellinformed

AProfessional
AWellinformed

AProfessional
AWellinformed

Investor shares

Freelytransferable

Freelytransferable

Freely transferable
provided that their
transfer does not result
in >50 investors

Freely transferable
provided that their
transfer does not result
in more than 5 investors

Freely transferable

* As per definition set out in legislation




