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This newsletter from KMG, ‘Fund Creator’, is to inform wealth 
managers, financial intermediaries, fund managers, lawyers and 
accountants of the benefits of using Luxembourg as a financial centre.
We will keep you up to date with Luxembourg’s rules and regulations 
and show you applications of the SICAV SIF law in action, through 
cases where KMG has assisted in achieving a Luxembourg base for 
funds. 
The KMG SICAV SIF is an open architecture platform, designed to 
enable third parties to launch their own fully supported and administered 
Luxembourg regulated funds without the usual costs or red tape.
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The fund’s investment 
adviser, Valais Invest-
ment Management 
SARL, approached 
KMG for a non-
correlated, currency 
fund which would help 
its clients by offering a 
less volatile, liquid alter-
native to equities, but

with an income target of LIBOR plus 3%.

Paul Pavli, Operations Director of KMG SICAV-SIF, said he 
was excited when Valais came to him:

“They brought what I believe to be the right concept, at 
the right time and with an experienced trader with a 
proven track record. We pulled together our vast 
network of contacts and experience and were able to 
provide all necessary elements needed to run such a 
specialist fund.”

After contacting several foreign exchange trading platforms, 
KMG appointed dbFX and organised all necessary docu-
mentation for the fund’s trader, Andreas Demetriades to 
begin trading.

KMG initiated and manage the reporting requirements 
between the fund’s custodians, administrator, its trader, the 
dbFX trading platform and Valais Investment Management. 
This includes daily online monitoring of the trades, and 
supervision of the Fund’s performance.

Another vital step was for KMG to assist with necessary due 
diligence for listing the Fund on global investment platforms 
and with major life companies, such as Royal Skandia, 
Friends Provident International and Hansard. In addition, 
KMG undertakes the weekly hedging in euro and sterling to 
facilitate the multi-class fund, available in USD, EUR and 
GBP classes.

Given the weight now placed on environmental issues, it is 
no surprise that investment funds running with an eye on 
‘green’ issues are rapidly increasing in importance.

Funds that were once described as ‘ethical’ are now more 
likely to be called ‘sustainable’ or ‘responsible’, indicative of 
a shifting collective mindset, and a wide range of institu-
tional, high net worth and professional investors now use 
funds which take account of environmental, social and 
governance (ESG) in their decision-making.

Thematic funds, which follow a particular theme, such as 
renewable energy, now enable investors to invest responsi-
bly and in areas where above-average growth is expected.
The rise of sustainable and responsible investing is 
mirrored by the increase in use of Luxembourg-based 
special investment funds (SIFs), as used by KMG.

SIFs make an ideal vehicle for investing in thematic and 
SRI funds, as a SIF can offer access to virtually any asset 
class and can facilitate the pursuit of any investment style. 
This versatility is shown by the fact that there are now 898 
SIFs with total net assets of €142.7bn. At a time when fund 
managers have to be creative in their investment solutions, 
KMG can help fund managers and others with their invest-
ment solutions through a flexible and proven route.

SIFs get the green light for
responsible investing
The recent launch of the 
Sovereign Currency 
Fund shows KMG is 
able to do more than 
simply launch a new 
fund to the market in a 
speedy and efficient 
manner.

KMG provide the necessary elements for exciting Fund launch

“KMG’s assistance in the setup and launch of this fund was 
invaluable” said Samantha Deegan, Valais Investment 
Management;

“They provided the knowledge and experience in 
ensuring the Fund was quickly approved by the regula-
tor and produced all the necessary ingredients to begin 
trading.”
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Garratt Residential Property Fund
It is claimed that “90% of the world’s millionaires got there 
by owning property” and given the track record of the UK 
residential property market, this is not surprising.

After almost two years of a falling market, UK house 
prices now look set to increase substantially over the next 
five years, with recent data from the UK Land Registry, as 
well as from lenders Halifax and Nationwide, showing 
evidence of a recovery.

The Garratt Residential Property Fund will typically invest 
in two to three bedroom houses, purchased at a discount 
of 15% - 20% of current valuations thereby offering an 
immediate return. Garratt Property Group’s strong links 
with banks and property auctioneers mean it is well placed 
to acquire suitable properties at a discount to market 
value, both on an individual basis and via existing property 
portfolios. 

In managing the fund, Garratt Property Group will seek 
average rental yields of 6% meaning it will benefit from 
both rental income and capital growth over the fund’s five 
year term. Director Amanda McHugh said:

“Anticipated returns of 35-40% are expected even if 
the housing market remains flat. However, if property 
values increase from this point, as they are forecast 
to do, then the potential for higher returns will 
increase considerably.”

Potential Returns

The low entry level of £20,000 means investors can enjoy 
the benefits associated with a diversified property portfo-
lio, without the usual cost and risks involved with direct 
ownership.

Michael Armstrong, Amanda McHugh, Kathy Hayman - Directors GPC

Click here for more information

Average 0% 5% 10%
Growth p.a
Capital £50,000 £50,000 £50,000
5yr NAV £72,209 £106,504 £144,109
% Profit 
(net) 36% 90% 151%

“Luxembourg is attractive because of the 
framework it has for hedged funds and 
FoHFs ... the SIF is a more flexible system 
open to qualified investors. I foresee growth 
in Luxembourg in 2009 driven by investor 
requirements”

Alain Guerard, JP Morgan (ICFA 21/04/09)

KMG simplifies fund 
structure for boutique 
investment manager
Have you ever heard of the acronym 
KISS, as in ‘Keep It Simple, Stupid’? 
Simplifying complex investment 
structures is one area where KMG 
can help, as a recent project with

boutique investment manager Cameron & Cameron Asset 
Management (CCAM) showed.

CCAM, based in City of London offices, specialises in 
investing in real estate development and real estate related 
assets globally. It had built up a complex structure of funds, 
domiciled in various international locations which was 
becoming inefficient and difficult to run. 

KMG were introduced to CCAM in order to find a solution. 
Using a SICAV-SIF will enable them to manage a wide 
number of assets within one multi-asset structure. CCAM is 
planning to launch the CCAM Global Property Fund at the 
end of September 2009 and its executive director Craig 
Cameron commented:

“We felt that the Luxembourg based SICAV-SIF gives us 
exactly what we need in order to effectively target our 
investor base and run the underlying investments in the 
most cost-effective way possible.”

Cameron said KMG had provided a turn-key solution and 
ensured a very smooth pre-launch process, which helped 
with the timing of the new fund: “The credit crisis has created 
a wealth of opportunity for canny investors with cash to 
exploit and acquire solid assets and development projects at 
knock-down prices.”

Dubrovnik - view from development site

http://www.kmgsicavsif.com/data/GarrattBrochure.pdf
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The European Commission’s draft 
directive on Alternative Investment 
Fund Managers (AIFM) has led to a 
healthy debate over the regulation of 
those managing alternative assets, 
such as hedge funds, private equity, 
real estate, commodities, currency 
and infrastructure.

Part of the impetus behind the directive is the recent market 
crisis, despite acknowledgement that AIFM were not the 
cause of the crisis. Nevertheless, the directive has political 
support and is expected to have a huge impact on the fund 
industry.

Commentators see both negative and positive aspects to 
the directive. Among the possible negatives is the restricted 
access of non-EU funds and non-EU managers to the EU 
which, according to Hewitt Associates, could restrict 95% of 
the global universe; and restrictions on leverage and 
liquidity. Positives include registration and supervision of 
alternative funds, enhanced transparency and the reporting 
of relevant data.

From KMG’s perspective, as a Luxembourg SICAV-SIF 
platform, the directive could create huge opportunities. 
Sweden, which currently holds the EU presidency, wants to 
agree the directive before the end of 2009, with 
implementation in 2012.

Euro Directive on alternatives
sparks debate

European Wealth Management:
“Problems and Solutions”

09 Oct 2009, Nice

Integrated administration - Electronic Platforms,
Vincent Derudder
The new European vehicles of investments for the CGPI, 
Kevin Mudd
The new Investment Thematics,
Dianne Jacobs

Up & Coming Events

Nothing, they say, is as powerful as an idea whose time 
has come. An example of this is the rise of 
distributor-influenced funds (DIFs), which enable fund 
distributors to create bespoke funds to suit the needs of the 
end investors.

So an independent financial adviser (IFA) could create a 
fund to suit the needs of his clients, rather than relying on 
the product design of a large insurance company or fund 
manager. In most cases, large providers will offer funds 
designed to suit their own needs, rather than those of their 
clients, so DIFs can bring product design closer to the 
client.

In the UK, regulatory developments may also be aiding the 
arrivals of DIFs. The retail distribution review is intended to 
make IFAs more independent of providers and DIFs can 
help them do this. The ‘Treating Customers Fairly’ initiative 
may mean that funds built around what a customer wants, 
in terms of charging and investment objectives, could take 
off.

KMG is a valuable resource for potential fund distributors, 
such as IFAs, considering setting up a DIF. KMG can help 
with the outsourcing of fund management and 
administration and the day-to-day operation of a fund. This 
allows the fund distributor to focus on the fund’s strategy 
and enhance performance.

Distributor-influenced Funds
look set to grow
KMG SICAV-SIF S.A. 19, rue Eugène Ruppert, L-2453 Luxembourg
Tel: +352 26 30 24 23   Fax: +352 26 30 24 25  Email: sicavs@kmgsicavsif.com   Website: www.kmgsicavsif.com

Integrated Sales - Electronic Solutions,
Alain de Miomandre

Become a 
Professional Introducer

Click here for our
IFA Terms of Business

View our on-line
Application Form

“I commend Luxembourg for its swift 
implementation of the OECD standards on 
exchange of information. In three months, 
Luxembourg has turned into reality its 
commitment to fully cooperate in tax matters.”

OECD secretary-general, Angel Gurria

EFAMA Investment Management Forum
01 October 2009, Brussels

The EFAMA Investment Management Forum provides a 
unique forum for the industry and regulators to exchange 
views of mutual interest.
The focus will be on the trends in investment funds and 
asset management.

Click here to read more

In The Press...
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