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Peter Niven, chief executive of promotional 
body Guernsey Finance, says: “We have 
concentrated on private equity as an 
investment type and we have succeeded in 
growing a niche business.” The jurisdiction 
has attracted high-profile industry players, 
including Guy Hands and Terra Firma, and 
Jon Moulton’s new firm Better Capital.

“They were attracted by the island’s 
reputation as a centre of excellence, with 
its experienced accountants, lawyers and 
administrators,” Niven says. “There is a 
critical mass of people engaged in the 
industry.”

Terra Firma has brought a number of 
investment professionals to its Guernsey 
office, and other firms have followed suit 
to rub shoulders with Hands and Moulton 
and hope that some of the magic rubs off. 
Says Niven: “Funds are actually running 
investments out of Guernsey, which is a new 

Guernsey’s reputation for private equity 
expertise has developed over the course 
of more than a decade, a period during 
which the island has benefited both from 
the rapid growth of the industry and far-
sighted decisions of its government and 
regulator that have encouraged the sector’s 
development.

But could the jurisdiction’s growth be 
restricted in the future by the rising cost and 
difficulty of doing business offshore and by 
the possibility of tax rises? After all, personal 
and corporate tax advantages played an 
important role in attracting funds and service 
providers to Guernsey in the first place.

Some of the names that have come to the 
island have raised its profile to the extent 
that it is better known in private equity circles 
than its larger neighbour, Jersey, and private 
equity has become a significant contributor 
to the Guernsey economy.

Island takes on 
challenges of costs 

and taxes 
By Phil Davis
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BNP PaR iBaS

Opportunities abound 
for well-resourced 

funds
interview with Brett allen

These are interesting times for the private 
equity industry. Compared with the past, 
there is no strongly-defined trend, either in 
a positive or negative direction. But for well-
managed, innovative and well-resourced 
funds and their service providers, there is 
potentially a wealth of opportunities. 

Ongoing difficulties surround the banking 
sector and the high levels of leverage that 
still exist within some deals structured at 
the height of the private equity boom. But as 
Brett Allen, Head of BNP Paribas Securities 
Services’ product team in the Channel 
Islands points out, some market participants 
are in a strong position to benefit in this 
environment. “First of all, it is possible to 
acquire assets at attractive prices,” he says. 
“In addition, at a time of low returns on bank 
deposits, a return of 8-15% from private 
equity is seen as desirable and those with 
cash are looking for investment options.”

While new funds have slowed 
considerably, there is still cash looking for 
a home and follow-on funds from reputable 
groups are relatively easy to launch with 
latent demand. “In fractured markets, there 
are always opportunities” Allen says. 

Debt funds, in particular, are in demand by 
private equity houses which see opportunity 
in under-priced assets and due to the desire 
by banks and other lenders to cleanse or 
improve their balance sheets. “These funds 
are attracting investment, although they tend 
to have shorter time horizons to maturity 
than conventional private equity mandates 
and investors are looking for income as well 
as capital returns,” Allen notes.

While the larger, international fund houses 
tend to be best positioned to launch such 
funds, smaller asset managers are developing 

these opportunities as they pick off under-
priced assets, and can move at speed to 
market. Both require service providers with 
a seamless global model. Allen says that 
with resources available in 32 countries and 
access to over 100 markets, BNP Paribas 
Securities Services can help support a 
broader operating base while maintaining the 
appropriate risk and operational controls.

A local presence is critical to service 
clients effectively adds Allen. In addition, 
clients feel more comfortable being serviced 
by long-established, financially-secure service 
providers. “Our balance sheet is important to 
investors,” he says. 

Of course, the quality of the accounting 
and reporting is a primary consideration in 
choosing an administrator, as issues such 
as fair value and transparency continue to 
exercise funds and their investors. 

“The notion of accounting for assets at 
book cost is increasingly challenged,” says 
Allen. “Where fair value has been evaluated, 
investors now like to know how the figures 
were arrived at; what reference prices were 
used and which methodology was selected.” 
More informed reporting with quicker 
turnround times is also becoming a feature. 
Liquidity is always an issue and investors are 
managing their commitments by choosing 
their investment criteria with the use of 
side letters or carve outs adding additional 
complexity to the accounting process. 

In the wake of the proposed Alternative 
Investment Fund Managers directive, funds 
may have to include additional custody controls 
and processes. “We already have processes 
and procedures in place to add value to 
the proposition and are actively working on 
propositions in this area,” says Allen. n

Brett Allen, Head of BNP 
Paribas Securities Services’ 
product team in the Channel 
Islands
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3 departure and a great opportunity for us. We 
are creating a small, high added value group 
of people.”

An emphasis on corporate governance 
has bolstered the island’s reputation in the 
aftermath of the global financial crisis and 
there has been little or no flight of business 
from Guernsey despite the at times shrill 
anti-offshore rhetoric. David Bailey, managing 
partner of Augentius Fund Administration, 
says: “There is no doubt that regulation and 
processes here are among the highest of all 
the offshore jurisdictions.”

The quality of board members has been 
central to this. “There is a heightened sense 
that boards need to demonstrate how 
business decisions are reached,” says Ben 
Morgan, a partner at law firm Carey Olsen 
in Guernsey. “The world has changed. The 
burden is increasingly on directors to make 
sure that businesses are appropriately 
run and can demonstrate it. This is one of 
Guernsey’s strengths.”

Mark Helyar, a partner at law firm Bedell 
in Guernsey, says the role of non-executive 
directors is key within the corporate 
governance code that is being introduced. 
“The draft code sets out a list of risks – 
including liquidity, leverage, external markets 
and anti-money laundering – that directors 
need to consider. It is a sort of aide-mémoire.”

The critical mass of service providers on 
the island not only helps to ensure good 
governance but fosters innovation, the 
lifeblood of niche jurisdictions. Guernsey, for 
instance, was the pioneer of protected cell 
structures in 1998. Says Morgan: “Many of the 
other jurisdictions scoffed at the idea at the 
time, but many of them have copied it since.”

Experience and know-how are also 
essential in responding to changes in the 
market, such as in the post-crisis period. 
Augentius managing director Glyn Thomas 
notes: “The quality of reporting is being driven 
by investors, who expect to see more levels 
of detail in terms of data, presentation of 
performance and the depth of narrative. We 
are producing larger documents with greater 
frequency and faster turnaround times.”

Internationalisation of the investor base 
also brings challenges that only experienced 
hands can deal with, such as the different 
types of reports sought by investors operating 
under either US GAAP or IFRS accounting 

regimes. “We are thought leaders and guide 
clients rather than waiting for audits to throw 
these issues up,” says Thomas.

And whereas fund administrators used 
to be solely focused on the back office, a 
wider range of activities is expected of them 
now. Thomas says: “We have much more 
involvement in acting on new fund launches 
than a few years ago when administrators 
were essentially just processing shops.”

Nevertheless, Guernsey – in common 
with Jersey – is facing pressure on at least 
two fronts: the costs of running a fund are 
rising as non-executive directors demand 
compensation to match the increased risks 
they run, and the prospect of higher tax 
rates for some businesses.

Bailey points out that only 25 to 30 per cent 
of the private equity market uses offshore 
funds, so Guernsey is largely competing 
with onshore structures. “The costs of 
being offshore are rising because in the last 
two years the risk of being a director has 
increased,” he says, referring to increasing 
regulation and oversight of the non-executive 
role. “Some administrators do not want to 
provide directorship services these days.”

The dangers were amply demonstrated 
this year by the GBP35,000 fine imposed by 
the Guernsey Financial Services Commission 
on three directors for a breach of anti-money 

“We have concentrated on private equity as 
an investment type and we have succeeded 
in growing a niche business.”
Peter Niven, Guernsey Finance
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laundering rules. “Directors are unable to 
obtain company indemnities in Guernsey 
for fines arising from regulatory and AML 
issues,” Helyar says.

With the regulator having revamped its 
rules to prevent non-executives from sitting 
on too many boards, there is no obvious 
way to contain these costs, and they come 
on top of the extra expense of the lawyers 
and administrators involved in launching and 
running an offshore fund. “The net result is 
that offshore funds can be expensive to run 
and people do consider whether the benefits 
outweigh the costs,” Bailey says.

Some in the industry deny that costs 
have risen significantly. Barry McClay, 
operations director at specialist private equity 
administration firm Ipes, says: “We negotiate 
with non-executive directors on behalf of 
clients, and we have not seen an increase.” 
However, he concedes that costs are likely 
to rise at some stage in Guernsey as in 
other offshore jurisdictions.

In addition, the possibility of tax rises 
is also a worry for the industry, following 
whispers from within the European Union 
that the UK crown dependencies’ corporate 
tax regimes, which all offer a basic zero rate 
of corporate income tax with companies in 
certain sectors paying a 10 per cent rate, 
offend against the spirit if not the letter of the 
EU Code of Conduct on Corporate Taxation.

In an effort to avoid confrontation with EU, 
Guernsey has set up an internal review of its 
tax structure. If, as some observers believe 
likely, the standard corporate tax rate is 
raised from zero to 10 per cent, there should 
not be a direct impact on Guernsey funds, 
which will enjoy an exemption, but service 
providers are likely to be affected.

But not everyone believes it inevitable 
that the review will lead to tax increases. 
Morgan says the outcome depends to 
some extent on what happens to the other 
crown dependencies. “It is not clear what 
commitment to change means,” he says. 
“Guernsey will see what pressure Jersey 
and the Isle of Man come under from the 
EU before it decides what to do. Whatever 
comes of the review, it is pretty certain that 
Guernsey will not place itself at a competitive 
disadvantage.”

But costs are only part of the equation, and 
the island’s promoters seek to emphasise the 

value it provides in return. “There is critical 
mass here,” Niven says. “Funds and investors 
will always need people who understand 
what they are doing. Plus, this is a nice place 
to do business, and is accessible to UK and 
internationally. It’s win-win.”

Some industry members contend that there 
is little risk of business leaking from the island 
even if costs and taxes rise. “Guernsey has a 
wealth of experience and intellectual capital 
in its finance community,” Morgan says. “This 
comes at a cost. Higher director costs won’t 
adversely impact large fund clients because 
the level of those fees is immaterial in the 
broader scheme of things.”

On the other hand, smaller funds – and 
Guernsey has a high proportion of these – 
may come to decide that the island is not 
the place for them. “But you have to ask 
yourself whether you want to pay slightly 
more for fund administrators who really 
know what they are doing,” Morgan says, 
noting that many competing international 
financial centres have limited private equity 
infrastructure. “Do you want the fund to be 
run out of a jurisdiction that is in the early 
stages of development and knows little about 
the requirements for private equity?”

Of course, Guernsey was exactly at this 
point 15 years ago, but funds these days 
realise that cheaper servicing may expose 
them to potential reputational and regulatory 
risks. “Our niche is high-end, high value, and 
some smaller managers will be attracted by 
this too,” Morgan adds.

For now, there are signs aplenty that 
activity is buoyant for many Guernsey-based 
service providers. “Fundraising activity 
certainly slowed down over the last two 
years,” Morgan says. “Clients who were 
successful and did not have their fingers 
burned too badly have continued to launch 
follow-on funds, but clients who were 
adversely affected by past deals have been 
held back.”

Now, though, new managers and spin-
outs from established firms are looking to 
set up on the island. “Some individuals have 
left existing fund management groups to 
establish new outfits,” he adds. “They come 
to Guernsey because during their previous 
lives they were launching funds in Guernsey 
too. It’s funny how a downturn can present 
opportunities – it’s not all negative.” n

Ben Morgan, a partner at law 
firm Carey Olsen in Guernsey

Barry McClay, operations 
director at specialist private 
equity administration firm Ipes
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BaBBÉ

Flight to quality will 
create opportunities

interview with Stuart tyler

Guernsey differs from many other 
jurisdictions and has a number of 
advantages to offer to funds and their 
service providers, according to Babbé, the 
law firm. 

“Guernsey is a well-established jurisdiction 
with a positive regulatory environment that 
seeks to accommodate business innovation,” 
says Stuart Tyler, a partner at Babbé.

In addition it has a significant industry 
presence to support its finance industry, 
coupled with strong interaction with 
onshore jurisdictions. Its recently amended 
commercial laws in relation to corporate 
bodies, innovation in respect of protected 
cell companies and incorporated cell 
companies, and updated regulatory regime 
for collective investment schemes mean 
that it has modern laws and a practical 
regulatory regime.

“Having not suffered the criticism directed 
at other offshore jurisdictions regarding 
regulatory requirements, client due diligence 
and tax arbitrage, Guernsey is able to offer a 
safe and respectable domicile for investment 
vehicles at a level available in few other 
jurisdictions,” Tyler says.

As a result, growth has been positive, 
even in challenging economic conditions. 
“Recently there have been indications of 
collective investment schemes migrating to 
Guernsey for a variety of positive reasons,” 
says Tyler. This has been regarded as a seal 
of approval for the quality of the regulatory 
regime, and makes it an attractive jurisdiction 
for funds wanting to emphasise good 
regulation and respectability of their product. 
Real property investment is currently the 
most active area in the marketplace.

However, there are challenges ahead. Tyler 
says: “The greatest ones may come from EU 
measures seeking to undermine competitive 
jurisdictions utilising devices founded 

in corporate governance and consumer 
protection measures.” But the arguments for 
these actions will be difficult to impose on 
a well-regulated and transparent jurisdiction 
such as Guernsey, he believes. 

“Our perception is that there will be a flight 
to quality for business and organisations, as 
a result both of the economic climate and the 
regulatory requirements of existing domiciles,” 
Tyler says. This will lead to opportunities in 
all investment products, including pensions, 
insurance and collective investment schemes.

The growth story is evident at Babbé too. 
Its investment funds practice has continued 
to grow over the last 12 months and at one 
stage this year it had listed more new funds 
than any other law firm on the island. 

“Our pipeline of new enquiries for 
investment fund work remains buoyant 
and we are confident that much of this will 
be converted into new work over the next 
trading period as the market improves,” says 
Tyler. In recent weeks Babbé has received 
instructions for a new captive insurance 
PCC and to advise the funder of acquisition 
finance for a funds industry takeover. It 
is also advising on a shipping distressed 
debt workout and a finance vehicle for the 
warehousing of surplus freight capacity 
seeking to raise £500 million.

The team receives instructions from 
leading London law firms and London 
promoters as well as Guernsey-based 
sponsors. “Our strength lies in the 
flexible approach we can offer to the less 
commoditised and more interesting and 
innovative pieces of funds work,” Tyler says.

The firm also advises on many leading 
transactions in the market, particularly 
commercial property debt funding, 
acquisitions, debt restructuring and 
innovative uses for Guernsey corporate 
structures. n

Stuart Tyler, partner at Babbé
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CollaS  Day

Investors look for 
proven expertise and 

track record
interview with Paul Wilkes

New fund launches are a vital part of 
Guernsey’s private equity industry, so 
industry participants have welcomed the 
return of fund launches and fundraising in 
the second half of this year.

However, launch activity in Guernsey 
has been held back to some extent by 
delays to the proposed AIFM directive. 
The structures that are proceeding appear 
to be driven by highly selective investors, 
who are demanding predominantly niche 
strategies that should outperform even in 
choppy markets and unpromising economic 
environments.

Paul Wilkes, a senior associate at Collas 
Day, a Guernsey-based law firm, says: “Fund 
launches are starting to come back after a 
slow period. But whereas three years ago 
most asset management firms could launch 
funds without to much of a problem, today 
investors expect a track record in the particular 
asset class that a fund is to focus on. There is 
a lot of talk about the popularity of distressed 
debt funds, but, based on our experience, they 
are unlikely to succeed unless there is proven 
expertise within the firm.” 

For those funds that do attract investor 
interest, the standard and remit of the 
documentation has risen substantially from 
the pre-crisis era. “There are a lot more 
questions being asked about the documents 
now by both potential investors and 
directors,” says Wilkes.

One aspect of launching new funds that 
appears to have changed little, however, 
is the carried interest, which has stayed 
steady at around 20% despite widespread 
anticipation of a change in both the absolute 
level and the way it is structured. Wilkes 
says: “There has been some movement 

towards holding carried interest in an escrow 
account and towards clawback provisions, 
but the pattern is not nearly as clear as 
some people had predicted. The trend has 
yet to be established.”

Activity in the private equity environment is 
not restricted to new fund launches.“We have 
been working with clients where the existing 
fund has defaulted and loans need to be 
restructured,” says Wilkes. “In these cases, 
the banks and the funds tend to decide to 
work together because restructuring is a 
more beneficial option to both parties than 
the banks simply seizing the assets.”

Where fund performance has been 
poor, investors have sometimes looked to 
redeem the investment. However, increased 
regulatory issues have made this process 
more complicated. Wilkes says: “The regulator 
has certainly been very active in recent times. 
It clearly wants to demonstrate that it has 
teeth and make sure that the clients of funds 
registered in Guernsey are offered adequate 
protection. This is right, but it provides 
an extra element of complexity for fund 
promoters and directors, and their clients.”

Of course, changes in the market’s 
structure do not always create increased 
difficulties for funds and investors. The 
introduction of the Protected Cell Company 
regime six years ago was widely acclaimed 
for its innovation. “The PCC was first 
introduced in Guernsey to offer speed and 
economies of scale for insurance businesses 
and was later extended to funds, and it has 
been widely replicated across the offshore 
space,” says Wilkes. It is hoped that the 
latest innovation – the proposed creation of 
Guernsey limited partnership protected cell 
structures – will be equally successful. n

Paul Wilkes, senior associate 
at Collas Day
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The current uncertainty in the world 
economy in general and in the private equity 
industry in particular has led to a dearth of 
dealmaking over the past couple of years, 
but a number of trends are emerging that 
suggest the logjam has been broken – 
something that could have a substantial and 
lasting impact on Guernsey as well as the 
industry as a whole.

To start with, dealflow and fundraising 
globally have seen a significant pick-up. 
According to data provider Preqin, globally 
there were 515 private equity buyout deals 
in the third quarter of this year with a total 
value of USD66.7bn, an increase of 29 per 
cent from the second quarter and of no 
less than 147 per cent from the first quarter, 
when deals totalling USD27bn were reported. 
Meanwhile, on the fundraising side 81 funds 

were closed in the third quarter raising 
USD57bn, a small but appreciable increase 
from USD49bn in the second quarter.

However, these global figures disguise 
the fact that activity in Europe is recovering 
at a slower pace than in the US while Asia, 
until recently considered a private equity 
backwater, is catching up fast. Among new 
launches, 37 US funds closed during the 
third quarter with investor commitments of 
USD41.1bn, compared with just USD8.3bn 
raised for 21 European funds. Asia and the 
rest of the world saw the creation of 23 
funds with commitments of USD7.8bn.

In this light, Europe’s bounce-back may 
seem relatively frail, but there is anecdotal 
evidence of recent strong activity that may 
not be fully reflected in the figures. Justin 
Partington, group commercial director of 

Service providers 
look to opportunities 

beyond Europe
By Phil Davis
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specialist private equity administration firm 
Ipes, says: “After the summer, people have 
come back to a vibrant market in terms 
of exits.

“There is definitely a lot more confidence 
in the market and around pricing, and we are 
seeing clients successfully exiting positions. 
The sentiment is that we are not seeing 
a double dip, and if it does happen it will 
not be as major as the original recession.” 
More deals being done will free up funds for 
distribution to investors, making them more 
likely to commit to follow-on funds.

Mark Helyar, a partner at law firm Bedell 
in Guernsey, says pockets of Europe are 
recovering more rapidly than others. “We are 
seeing a lot of activity in Germany, which is 
recovering faster than many other places,” 
he says.

Nevertheless, across Europe as a whole, 
it is harder to raise funds, and those that do 
gain traction tend to be half the size of pre-
crisis funds or smaller. “Limited partners are 
no longer prepared to commit to a 10-year 
blind pool, particularly in respect of start-up 
managers,” says David Bailey, managing 
director of Augentius Fund Administration.

“In some instances both the fund life and 
the investment period are getting shorter. 
Investors want to see what the managers do 
with a small amount of money over 12 to 24 
months and then maybe invest more, rather 
than buy into a blind fund.”

If the economic outlook is the main 
reason that Europe’s growth rate and private 
equity markets are lagging the rest of the 
world, the regulatory environment is widely 
seen as hampering activity too. While the 
Dodd-Frank legislation is already signed 
into law in the US, the European Union’s 
Alternative Investment Fund Managers 
Directive is only now approaching final 
approval, and even then some of its 
measures will not fully take effect until 2015.

“The Dodd-Frank legislation in the US 
moved from thought to legislation in just 12 
months,” Bailey says. “The rules are in place, 
they are pretty clear and will be applied from 
July next year. This has the effect of instilling 
confidence in the market.”

By contrast, Bailey says, the AIFM 
Directive has been under discussion for 
more than 18 months and its text betrays 
the tortuous compromises that have been 

necessary to settle fundamental differences 
between the EU’s 27 member states. “It is 
nowhere near as clear and straightforward 
as the US legislation,” he says. “Europe is 
a more complex place than elsewhere, but 
the debate has created uncertainty – not just 
in investors’ minds, but in managers’ minds 
in terms of how they structure funds and 
the like.”

Some industry members believe that the 
directive will make life harder for Europe’s 
alternative fund industry as a whole and 
make it less competitive in the global 
marketplace, with wider economic costs 
for the continent. “Europe might make life 
worse for all EU fund managers,” says Carey 
Olsen partner Ben Morgan. “The private 
equity industry has invested heavily in 
European industry. Mega-cap private equity 
fundraising in the last economic cycle has 
attracted investment from around the world 
and resulted in huge inward investment 
for Europe.”

The proposed directive could also deny 
private equity investors that have suffered 
losses over the past couple of years the 
opportunity to recoup them to some degree. 
“It is ironic that Europe wants to intervene 
at a regulatory level to the detriment of its 
investors who have made losses and wish 
to recover them,” Morgan adds. “Access to 
non-EU funds may be vital for those returns.”

Service providers privately acknowledge 
that Guernsey, a bellwether jurisdiction 
for the European private equity industry, 
is already experiencing fallout from the 
months of uncertainty about the terms of the 
directive and especially the contentious issue 
of access to EU markets for third-country 
managers and funds, and that some clients 
who planned to domicile funds in the island 
have decided to go elsewhere.
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“Investors want to see what 
the managers do with a 
small amount of money over 
12 to 24 months and then 
maybe invest more, rather 
than buy into a blind fund.”

David Bailey, Augentius Fund 
Administration
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GUERNSEy  f iNaNCE

Peter Niven, chief executive of 
Guernsey Finance

Concerted effort 
to create private 

equity hub
interview with Peter Niven

This tight-knit and experienced group of 
people is helping to enhance Guernsey’s 
reputation for corporate governance – an 
increasingly important issue for funds and 
their clients. 

“We are increasingly getting to the 
situation where investors are looking for 
jurisdictions which can offer strong corporate 
governance and look after investor interests,” 
says Niven. “We have a good group of non-
executives to provide mind and management. 
In essence, we have real substance here, 
which gives us leverage over many of our 
competitors around the world.”

The robustness of the Guernsey regime 
is starting to create momentum in emerging 
markets too. Emerging market fund 
managers are exploring the possibility of 
doing business via Guernsey while many 
Guernsey-based funds are expanding their 
product offering to encompass China, India 
and other fast-growing markets. Niven says 
the agency opened an office in Shanghai 
three years ago to explore opportunities in 
the Chinese market. “We have employed 
a local Chinese executive to open doors, 
provide translations and give advice to 
Guernsey firms that want to dip a toe in the 
water,” he says. Guernsey Finance also led a 
delegation to India in October and another to 
Shanghai is planned for November. 

Of course, these efforts are directed at 
complicated and culturally different markets, 
so progress is likely to be steady rather than 
spectacular. “It is not jam tomorrow,” says 
Niven. “We are putting down roots to show our 
commitment and forge relationships. We have 
been there for three years and we are starting 
to get traction, but our time horizon for these 
efforts to pay off is three to five years.” n

Guernsey Finance’s remit has grown 
far beyond the promotion of banking 
and insurance services in recent times. 
Recently, Guernsey’s best-known marketing 
organisation hosted a film seminar in London 
to raise awareness of a new fund that invests 
in film production, marketing and distribution. 

There is no reason to believe the film 
financing business will not flourish on the 
island given Guernsey Finance’s success 
in helping to create a thriving private equity 
environment on the island from a standing 
start just a decade or so ago.

Peter Niven, chief executive of Guernsey 
Finance, says the resources that the 
government, agencies and companies have 
devoted to creating a private equity hub have 
paid off. “We have concentrated on private 
equity as an investment type and we have 
succeeded in growing a niche business,” 
he says.

The proliferation of accountants, lawyers 
and administrators over a number of years 
have helped create a finance centre that is 
recognised not only in Europe, but in Asia 
and the Middle East too.

Unlike most international finance centres, 
the island has managed to attract investment 
managers rather than purely service 
providers; Guy Hands of Terra Firma and 
Jon Moulton of Better Capital are two high-
profile residents, but others have arrived on 
Guernsey’s shores in recent years too.

Terra Firma and Better Capital have both 
now assigned a number of investment 
professionals to their Guernsey offices. Niven 
says: “Funds are actually running investments 
out of Guernsey, which is a new departure and 
a great opportunity for us. We are creating a 
small, high added value group of people.”
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Many private equity professionals on 
the island agree that if the AIFM Directive 
were straightforward, clearly defined and 
implemented rapidly, there would be little 
problem. Augentius managing director Glyn 
Thomas says: “The community feels that 
the AIFMD is manageable. Guernsey is well 
placed to achieve equivalence with other 
regimes in terms of quality of regulation, so 
people are tending not to panic.”

The uncertainty does pose difficulties 
for firms wanting to raise successor funds 
and launch new types of products. “Some 
are concerned how they pitch the next fund 
to investors, who have questions about 
the AIFM regime and what it may bring,” 
Thomas says.

But other industry members believe the 
directive will ultimately create new business 
paths for Guernsey. “The AIFMD will 
present opportunities rather than threats for 
Guernsey in the final analysis,” Morgan says. 
“Whenever anyone has introduced business-
unfriendly regulations, business finds a way 
round those rules.” 

Even the changed market environment 
since 2008 could be beneficial to some 
industry players. Fund administrators, for 
instance, are likely to continue to benefit 
from the alternative investment industry’s 
shift – in the light of Madoff and other 
scandals – toward outsourcing back (and 
increasingly middle-office) functions to 
independent administrators.

This trend has been gaining ground in 
the hedge fund industry over the past few 
years but until recently it was less evident in 
private equity. Says Bailey: “We estimate that 
more than 80 per cent of European general 
partners do their own fund administration, 
but there is now increasing pressure from 
LPs for it to be performed independently.”

The private equity industry is slightly out 
of synch with the rest of the investment 
management industry in this respect, he 
believes. “Over the past 15 years or so, 
much of the industry has outsourced its 
securities administration work to third 
parties. Private equity is slowly addressing 
the issue, realising there are some high-
quality products out there. It is true there 
were few options out there originally, but that 
has changed.”

The move to greater outsourcing could be 

speeded by the opening up of the Middle 
East and Asian markets. Many funds are 
likely to decide to outsource rather than go 
to the expense and complexity of building a 
back office network across the globe.

Guernsey’s service providers are 
wasting no time in exploring potential 
opportunities in new markets. Guernsey 
Finance chief executive Peter Niven notes 
that the promotional body opened an office 
in Shanghai three years ago to prospect 
opportunities in the Chinese market. “We 
have employed a local executive to open 
doors, provide translations and give advice 
to Guernsey firms that want to dip a toe in 
the water,” he says.

But these efforts take time to bear fruit. “It 
is not jam tomorrow,” Niven says. “We are 
putting down roots to show our commitment 
and forge relationships. We have been there 
for three years and we are starting to get 
traction, but our time horizon for these efforts 
to pay off is three to five years.”

Morgan believes the move is crucial to 
Guernsey’s future. “Guernsey will have to 
look at new markets as Europe remains 
mired in the doldrums economically,” he 
says. “It is dusting itself down and reviewing 
other opportunities around the world to 
ensure that its growth continues.”

That could come from unexpected 
areas. The island’s service providers are 
increasingly providing their expertise to 
up-and-coming financial centres that are 
positioning themselves to take advantage of 
emerging market growth.

For example, Bedell is helping to draft 
incorporated cell company legislation in 
Malta, which is trying to develop private 
equity infrastructure, and the law firm is also 
setting up an office in Mauritius to service 
Asian-sponsored funds investing in Africa. 
Says Helyar: “This is business that would 
otherwise miss out Europe altogether – but 
our knowledge and expertise is applicable 
across the globe.” n

iNDUStRy

12 “We are seeing a lot of 
activity in Germany, which is 
recovering faster than many 
other places.”
Mark Helyar, Bedell 


