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Dear Readers,

Mauritius has strongly positioned itself
as the natural link between Asia and
Africa over the recent years. Over and
above the numerous natural attributes
such as geographical location, language
and cultural links, Mauritius has taken
steps to enhance its position by actively
taking part in regional organisations and
initiatives. The recent SAFE conference
is yet another step in this direction.

By the same token, stakeholders in
Mauritius have to continuously evolve
and adopt to changes taking place in the
markets forming part of that Asia/ Af-
rica corridor.

Jimmy Wong

Managing Director
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In the third South Asia Federation of Exchanges (SAFE) conference

held in Mauritius, Financial Services Commission (FSC) CEO, Milan
Meetarbhan states that the Mauritius financial center is better
placed to play the role of an investment bridge between Asia and
Africa.

The third SAFE conference brings together 22 regional stock ex-
changes including the Mauritius Stock Exchange Ltd and the Global
Board of Trade (GBOT).

When the global business sector was launched in Mauritius, the
local authorities did not envision a situation where Asia's two big-
gest economies, India and China, were going to experience such a
rapid and strong growth, Meetarbhan said. Today, Mauritius has
become an international financial center for both Asia and Africa.

The FSC CEO also invited South Asian stock market professionals to
sensitize their clients and investors from other countries to con-
sider using the Mauritius platform not only to penetrate the Asian
markets, but the African markets insisting on the fact that Mauri-
tius not only belongs to two regional economic blocks such as
SADC and COMESA, but has strong ties with both English speaking
and French speaking African countries, a favorable condition for
international exchanges. Meetarbhan reminded the investors that
Africa is expected to achieve a 4.5% economic growth this year.

"Mauritius is also a financial center. We have a real economy and
we have a respected democracy," the FSC chief told the gathering,
citing the recent ranking of Mauritius as one of the easy to do busi-
ness countries. The Ease of Doing Business Index puts the Indian
Ocean island state at 17th out of the 183 countries, and No. 1 in
Africa.

About 100 foreign delegates attended the three-day conference
organized in partnership with India's MCX stock exchange, GBOT
and the Mauritius Stock Exchange Ltd. The stock exchanges being
represented are from Bangladesh, Bhutan, the United Arab Emir-
ates, India, Mauritius, Maldives, Nepal, Pakistan and Sri Lanka.




The Securities and Exchange Board of India (SEBI) has issued re-

vised instruction guidelines for completion of Fll and Subaccount
registration application forms (Form A and Form AA respectively) to
include new declarations and undertakings requirements, effective
immediately.

Categories
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select the Broad Based Fund category only if it does not fit into any
of the other categories specified in the form.

2. Applicants that are structured as a master-feeder fund
(where the master fund is the Fll applicant) information should be
provided for each of the feeder funds (that comprise the Master
Fund) as well. This information viz., names of the feeder funds,
place of incorporation, corpus, generic type and number of inves-
tors along with their respective proportionate holdings in the fund
should be submitted by way of a separate annexure to the form.

3. Application should specify the name of the Securities
Market Regulator with whom the applicant is registered in the
country of its incorporation or in the countries of its operations and
not the Taxation Authority or revenue department. The applicant
should clearly specify the registration number issued by such Regu-
lator and the activities it is licensed to undertake.

4, Applicants which are university funds, endowments, foun-
dations, charitable trusts and charitable societies, which are not
regulated by a securities market regulator, should specify the name
of the Taxation Authority or Revenue Department with whom such
applicants are registered.

Declarations

The applicants are required to tick applicable declarations on their
letter head, duly signed by their authorized signatories. The decla-
rations are as under:

The applicant declares that it is not a Protected Cell
Company (PCC) or Segregated Portfolio Company (SPC)
and does not have an equivalent structure by whatever
nomenclature.

The applicant declares that it is not a Multi Class Share
Vehicle (MCV) by constitution and does not have an
equivalent structure by whatever nomenclature. It con-
tains only single class of share.

€)) The applicant declares that it is a MCV by
constitution and has more thanone class of
shares or has an equivalent structure and that a
common portfolio is maintained for all
classes of shares and satisfies broad based criteria.
OR

((9)] A segregated portfolio is maintained for
separate classes of shares wherein each
such class of shares are in turn broad
based.

Undertakings

In case_the a Ilcant is proposed to be a MCV or ap equiva-
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applicants are required to tick applicable undertaking(s) on
their letter head, duly signed by their authorized signatories.
The undertakings are as under:

Common portfolios shall be allocated across various
share classes and it shall be broad based;

(0]

If portfolios are segregated for each distinct share
class, then each such share class shall satisfy the
broad based criteria;

In case of change in structure/ constitution/ addition
of classes of shares, prior approval of SEBI shall be
taken;

In case of any addition of share classes, it shall fol-
low the criteria mentioned above.

Signatures

The application form should be duly signed with all
signatures in original. The name of the authorized
signatory and the initial and signature should be
affixed on the last page of the form.

2. All pages of the application form and every addi-
tional sheet or annexure should be initialed by the authorized
signatory of the applicant.

3. In case of the sub-account application (Form AA) all
pages of Form AA should be initialed by the authorized signa-
tories of both the FIl and the sub-account.
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HEDGING FOREIGN EXCHANGE RISK

The first 6 months following the collapse of Lehman saw unprecedented volatility across asset classes and reduced

global economic activity. The high volatility has increased the need to focus on management of exchange risk: a poten-
tial gain or loss that occurs as a result of an exchange rate movement.

(]

Graph 1:INR graph
Fortunately, we have a number of tools available that can be used to manage foreign exchange risk efficiently and ef-
fectively.

The aim of this paper is to guide you on how to take a balanced approach to managing exchange risk and present to you
some of the simplest tools that can be used.

GLOBAL FOOTPRINT

As part of the HSBC Group, HSBC Mauritius is able to leverage on its global footprint, wide expertise and deep knowl-
edge of hedging products to bring to our clients the benefit of our global network.

HSBC's globally coordinated officers throughout the world provide clients with easy access to international derivative
markets. Our structured products capabilities are offered to help clients hedge or diversify market exposures. HSBC
trades derivatives in all G7 currencies as well as Asian and emerging markets currencies (onshore and offshore). These
include forwards (deliverable, non-deliverable), FX options, currency swaps and customised structures. Our highly quali-
fied and experienced team focuses on the derivatives needs of governments, supranationals, central banks, interna-
tional and local corporations, institutional investors, hedge funds, financial institutions, private and individual investors.
HSBC firmly believes in the importance of helping clients deepen their understanding of the prudent and effective use
of derivatives.

It is to be noted that there is a currency restriction in both India and China. As such, offshore transactions done on the

Indian Rupee and the Chinese Yuan are non deliverable.
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News at a Glance

Labuan FSA to work with FSC Mauritius

The Labuan Financial Services Authority (Labuan FSA) have entered
into a MoU to establish a framework of cooperation and mutual
assistance with Financial Services Commission Mauritius (FSC Mauri-
tius) on April 23, 2010 in the areas of research and development,
staff training, enforcement and regulation as well as exchange of
information and supervisory and investigative assistance.

Labuan FSA director-general Datuk Azizan Abdul Rahman said the
cooperation would enhance cross-border supervision of the two
NE3dzA  i2NBEQ NBALISOGAGBS TFAYLY
tegrity of the financial markets in both jurisdictions.

Mauritius hosts Pan Commonwealth Conference on
Services Trade

The 2nd Pan Commonwealth Conference on Services Trade with the
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The conference which was organised by the Commonwealth Secre-
tariat in collaboration with the World Bank Institute, the Regional
Multidisciplinary Centre of Excellence (RMCE), and the Common
Market for Eastern and Southern Africa (COMESA), served as a plat-
form where both local and foreign participants analysed the current
status of the information and communication technology (ICT) sec-
tor particularly with the recent financial crisis in mind. A compre-
hensive set of recommendations on how to create an enabling envi-
ronment to channel potentials of the ICT sector has also been
drawn out.

The issues discussed at the conference revolved around the trends
and performance in services trade, the statistics gap, enabling infor-
mation and technology enabled services (ITeS) export development,
the role of Economic Partnership Agreements (EPAs) in supporting
services reform in Africa, the Caribbean experience, opportunities
and strategies in IT-enabled services, COMESA experience, and the
Mauritius ICT/ITeS experience amongst others.

Mauritius is targeting to become the preferred centre of ICT skills
and a leader in some identified areas such as networking, mobile
technologies and information security, infrastructure development
and manpower planning. The ICT sector in Mauritius registered a
growth rate of 14.7% in 2009 and its contribution to GDP has been
nearly 6% with more than 300 companies operating in the sector
mainly ITeS/BPO, and ICT exports are estimated at Rs 3 billion of
which 90% are trade in services.

Cape Verde delegation at the Board of Invest-
ment (Bol) of Mauritius

A delegation from Cape Verde made up of 14 people including the
Minister of Finance, the Minister of Justice and the Secretary of
State, were in Mauritius from the 5 to 9™ of April 2010. The Cape
Verde delegation was headed by the Minister of Finance of Cape
Verde, H.E. Cristina Duarte. The visit allowed the delegation to
OFLAGEEAES 2y aldNAGADAQ SE
ronment and to understand how each economic cluster was de-
veloped. The principal objective of the delegation was to under-
stand Mauritius recipe for success so it may be applied to Cape
Verde whose economy mostly relies on tourism and commerce.

During the visit the BOI signed a MoU with the Investment Promo-
tion Agency of Cape Verde. The purpose of the MOU is to
strengthen the relationship between the two agencies and to
share knowledge about investment opportunities. Whilst they
were at the BOI, the delegation had a number of working sessions
with local investors and entrepreneurs in order to highlight invest-
ment opportunities in Cape Verde.

Mauritius hosts 7" Corporate Registers Forum
(CRF)

Mauritius hosted the 7th CRF annual conference 2010 on the
theme "The Integrity of Corporate Registers", from 20 to 23 April,
2010. Mauritius is a Chartered member of the CRF and currently
holds the Chair of the CRF executive committee through Mrs
Prabha Chinien, the Registrar of Companies. CRF is an interna-
tional non-profit organisation for administrators of Corporate and
Securities Registers. Its objective is to provide delegates of mem-
ber countries with an opportunity to review the latest develop-
ments in corporate business registers and to exchange experi-
ences and information on the operation of the corporate business
registration systems internationally.

The theme has been inspired by the need for better governance of
information for the benefit of users of company registries namely
shareholders and other institutional investors. In the light of the
recent financial crisis, which was partly attributed to regulatory
failures, users of company information are demanding data that
are trustworthy and have called for better enforcement of existing
regulation.

The conference, with the participation of both local and interna-
tional delegates, served as a platform to facilitate communication
between registry professionals as regards latest developments in
corporate registry management. Processes to prevent fraud in
registers and innovative services in business registration are also
on the agenda.

Other member countries of the CRF include Australia, New Zea-
land, Canada, Cook Islands, Fiji, Hong Kong, India, Malaysia, Sa-
moa, Singapore, Tonga, South Africa, United Kingdom and Vanu-
atu. To date, 33 jurisdictions are members of the CRF.
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HEDGING FRAMEWORK

Managing foreign exchange risk is not easy and at times
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itability. It is therefore critical to have a hedging frame-
work in place.

It is recommended that this process be driven by senior
management, with the board of directors defining
clearly the parameters within which its executive team
(risk management, finance and treasury) will operate.

The hedging policy would contain, amongst other
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hedge ratio (ie the portion of the exposure to be pro-
tected / hedged), an instrument mix and risk limit pa-
rameters.

As the market is perpetually evolving, flexibility needs to
be brought into the process with senior management
reviewing the hedging policy as and when required to
reflect market conditions.

HEDGING TOOLS

Different typical corporate situations may require differ-
ent hedging solutions. The first step is to understand the
difference between them and what the implications are
in terms of the hedge to put in place. At HSBC, we have
hedging tools to hedge against cash flow hedging, net
investment hedging, mergers and acquisitions hedging,
multi currency hedging and last but not least profit
translation hedging. Corporate hedging may require a
very different solution considering what the client wants
to achieve. Generally, there are two main groups of
hedging solutions. The first one being for those clients
who want to have a protected rate well above the nor-
mal forward rate and they are willing to add some risk
to the hedge. Secondly, there are clients who are willing
to accept a hedge rate that is worse than the forward in
order to participate in favourable move of FX.

Hedging with forwards allows for protection against an
adverse movement in the exchange rate. It fixes the
exchange rate of the client. However, forwards are not
flexible in the sense that it does not allow the client to
benefit from a favourable move in the exchange rate.

On the other hand, options provide for flexibility and
allows tailor making of solutions to manage firm specific
exposures. Plain vanilla options provide both protection
against an adverse movement and flexibility to enjoy a
favourable move in the exchange rate. A premium is
payable but when the market view is uncertain, the
plain vanilla options are the best. At HSBC, we have a
vast range of options that can enable clients to purchase
cheaper protection, save cost by adding uncertainty on
the notional, hedge multicurrency exposure and so on.

At times, combinations of options can be made to re-
duce the premium payable and simultaneously provides
customers with both flexibility and protection.

Last but not least, one product that has been popular in
the post-[| SKYlFYy LISNA2R Aad af
product works exactly like a forward but the hedge rate
is much better than the normal forward rate.

The only certainty in currency markets is change, and
volatility will always remain. Each hedging tool has its
26y YSNARGaA YR RSYSNRIGaA
tool. Depending on where the market is, a particular
product is appropriate. At HSBC we recommend our
clients to use a judicious mix of hedging tools to manage
risk more efficiently.

Finally, clients need to perform scenario analysis and
consider whether the worst case scenario is acceptable.
Proactively review mark to market positions regularly to
determine if any exit strategy is needed (e.g. unwind,
restructuring). It is also good practice to document the
objectives and decisions that have been made through-
out the risk management process, and perform periodi-
cal reviews.

SUMMARY

Making the decision to hedge currency risk is not a black

and white matter. By being open to different strategies,

a corporate can strike a balance between protecting the

future profitability of the company from currency fluc-

tuation and benefitting from upside movements. The

choice of hedging strategy and instrument depends on
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environment, and attitude towards the accounting im-

pact of the hedging strategies.

With a long history of working with corporates in Asia
and the rest of the world and leading global FX capabili-
ties, HSBC is in a strong position to help client find solu-
tions which fit their needs.

Contributors:
-Patrick Ah-Vee, Treasurer

pav@hsbc.co.mu

-Vishal Ramiah, Senior Dealer Client Solutions
vishal.ramiah@hsbc.co.mu
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The Hongkong and Shanghai Banking Corporation Limited
HSBC Centre, 18 Cybercity, Ebene. Mauritius

koK o o o o o KoK oK o o o oK oK oK ok o o o KoK oK ok ok o o K K ok ok ok o K K ok ok ok o o K K ok

Page 5



mailto:pav@hsbc.co.mu
mailto:vishal.ramiah@hsbc.co.mu

Dedicated Professionals at
your Service

BOARD OF DIRECTORS DTOS is a leading service provider in the Global Financial Services Centre of Mauritius. It

t I GNRAOS RQI 20GYF Yy R§isaMahagein®t\Bmpany dily likehsdlby/the Financial Services Commission (FSC) to
Jimmy Wong (Managing Director)
Eric Venpin

Gaetan Lan DTOS Trustees Ltd is a wholly owned subsidiary of DTOS Ltd and licensed by the FSC to
Simon Pierre Ray
Amit Verma

provide inter alia, corporate, trustee and fund administration services.

act as qualified trustee and to provide trust-related services.

Third Party Administration

DTOS Ltd has extensive experience in the administration of different types of funds that covers the traditional one tiered struc-
ture funds, master feeder funds, private equity funds, hedge funds. It offers an array of services to funds located in other juris-
dictions. The services encompass the following areas:

Fund Accounting Financial Accounting Compliance Registrar & Transfer Agency Reporting and client services

With the proven capability to deliver high quality services for any size of fund, we offer a truly integrated service that can vary
from fund accounting and administration amongst others. Our team services a vast client base including large pension funds,
mutual funds, reputable international banks, Fortune 500 companies, institutional investors and their investment managers
throughout the world.

Microgen 4 Series Powers
DTOS Funds Services

Linit Siration

/_w:

Microgen 4
Series

Raplicata Fund Struciure /

Diefire Third Party payouts

e.g admin cost, brokerage

fee, eto,
Define aceounting
methodology

Disclaimer: The information in the newsletter was prepared by the professional staff of DTOS Ltd. The information given is not exhaustive and readers are
advised to consult with professionals such as independent accountants, legal counsel and investment bankers before taking any formal action. DTOS Ltd will be
pleased to discuss specific problems.

Whilst all reasonable care has been taken in the preparation of this newsletter, DTOS Ltd accepts no responsibility for any errors it may contain, whether
caused by negligence or otherwise, or for any loss, however caused, sustained by any person that relies on it.




