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Instead the draft adopted a one-size-fits-
all approach covering any funds, alternative 
or not, that did not fit the union’s Ucits 
template for retail investment vehicles, 
appeared wilfully to disregard the particular 
characteristics of sectors such as private 
equity and property funds, and proposed 
a three-year waiting period before funds 
domiciled outside the EU could gain access 
to a newly-established internal market, on 
condition of an “equivalent” regulatory status 
that was not defined.

“There has been a political imperative 
to push this through a lot faster than 
was originally intended,” says Robert 
Kirkby, technical director with the industry 
promotional body Jersey Finance. “This 
caused a significant issue in terms of the 
drafting, and unfortunately the authors 
weren’t up to speed with how the various 
industries, including hedge funds, private 

Jersey’s private equity industry still faces 
anxious times ahead as the European Union 
deliberates over the content of its proposed 
Alternative Investment Fund Managers 
Directive. But the jurisdiction can at least take 
heart from the robust seal of approval it has 
received from international bodies in recent 
months for its regulatory rigour and willingness 
to embrace international standards on tax 
transparency and exchange of information.

The draft AIFM directive unveiled by 
the European Commission at the end of 
April came as a severe disappointment 
to the industry, which was braced for the 
inevitability of tighter regulatory scrutiny of its 
activities but hoped that the EU would come 
up with a framework that was proportionate 
in the burdens it imposed on operators and 
did not discriminate against managers and 
funds based in non-EU jurisdictions such as 
offshore financial centres.

International plaudits 
help Jersey fight 

its corner
By Simon Gray
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MEMBER

 Offshore Funds  
Our position. Your advantage.

• No. 1 legal adviser to funds in Jersey for  
 nine consecutive years (44% market share):  
 Jersey Fund Encyclopaedia 2009

• Jersey Law Firm of the Year 2008:  
 Who’s Who Legal

• Best Law Firm in Jersey 2008: 
 Funddomiciles.com / IFI Magazine

Mourant du Feu & Jeune is one of 
the world’s leading offshore law 
firms with a reputation for providing 
outstanding client service and 
technical excellence in key offshore 
financial centres around the world.

 

“This ‘superb’ fund practice remains a 
clear leader on the island (Jersey), with 
a ‘stellar reputation’ thanks to a solid 
team offering ‘high levels of technical 
competence, prompt reactivity and 
availability’.” Chambers UK

To find out more, please contact:
Ben Robins,  
Partner & Head of Funds
T: 01534 609 475
E: ben.robins@mourant.com

www.mourant.com/offshorelaw

Cayman | Guernsey | Jersey | London
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Industry regroups as 
PE catches its breath

By Ben Robins

Jersey’s private equity sector has continued 
to develop over the past year even as the 
global industry, affected directly by the credit 
crunch and indirectly by the global economic 
downturn that stemmed from it, has seen a 
pause in the headlong expansion underway 
before the crisis took hold. With confidence 
seemingly now recovering, the island is 
poised to consolidate its strong position as 
a domicile and service centre thanks to IMF 
recognition of its high regulatory standards 
and inclusion on the OECD’s ‘white list’ of 
co-operative jurisdictions. 

The flavour of the activity carried out in 
Jersey changed significantly in the 24 months 
up to this autumn, with considerably less fund 
formation work. The fund formation business 
that took place in that period mostly involved 
the largest private equity houses, such as 
Mourant clients CVC, Axa, Nordic and Triton, 
which have been able to raise funds despite 
the difficult market because of a flight to quality 
on the part of investors more comfortable 
doing business with larger players.

By contrast, the small, start-up private 
equity firms that enjoyed considerable 
success in launching funds between 2004 
and 2007 have encountered difficulty in 
raising capital from investors. Many of the 
successful fundraisings over the past year 
have focused on themes such as emerging 
markets and distressed debt as astute 
firms look to business areas that offer 
opportunities amid the downturn.

However, there has been extensive 
restructuring work for existing funds, 
particularly those launched since 2004, where 
funds committed have not been deployed 
in full or where deals have quickly run into 
difficulty. One response has been to reduce 
commitment sizes, as managers recognise it 
will be difficult to complete all the deals they 
envisaged, while limited partners facing calls 

on their resources have been happy not to 
have to invest the full amount committed in 
more propitious economic times.

At the same time, some general partners 
of funds partway through their life have 
encouraged their investors to deploy cash 
generated from exited deals toward existing 
or new portfolio companies rather than 
distribution. In some cases limited partners 
have been asked to provide new money to 
help distressed portfolio companies weather 
the storm.

These developments are leading to 
changes in the relationship between private 
equity fund managers and their investors. 
Limited partners are paying much closer 
attention to their funds’ progress and investor 
meetings are much more heavily attended. 
Obviously, any need to restructure a fund 
requires a much more intense ongoing 
dialogue between general partners and 
their investors. Managers are increasingly 
required to justify their fees by demonstrating 
the expertise they are bringing to the 
rehabilitation of ailing portfolio companies.

Against this backdrop, Jersey’s membership 
of the OECD’s white list demonstrates how 
it has successfully differentiated itself as a 
tax-neutral jurisdiction (thereby facilitating 
international flows of capital) as opposed 
to a tax haven, and people are starting to 
understand the distinction.

This, combined with the IMF’s highly 
positive report on key areas of the island’s 
regulatory framework, underline Jersey’s 
commitment to engage positively and 
co-operatively with the world, including both 
European and emerging markets. The island 
is now well equipped to measure up to the 
most intense international scrutiny – and 
its track record in private equity speaks for 
itself, having been stress-tested for more 
than two decades, in good times and bad. n

Ben Robins is a partner and 
head of the funds team at 
Mourant du Feu & Jeune in 
Jersey
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3 equity and real estate, actually worked, so 
there have been a number of inadvertent 
drafting errors that are quite material.”

Initially the draft directive was regarded 
as a disaster by the alternative fund industry 
in Jersey and other offshore centres. But 
as the dust has settled, and signs have 
emerged that there is a willingness among at 
least some EU governments and European 
Parliament members to re-examine the 
premises of the first draft, the early anxiety 
has given way to a more sanguine view of 
the likely impact on the offshore fund sector.

“The current draft seems to have been 
put together very quickly, and the industry 
consultation is almost happening after the 
event,” says Ben Robins, head of the funds 
team at law firm Mourant du Feu & Jeune. 
“Everyone in the industry knows there will be 
a directive, but we’re increasingly confident 
it will be legislation that will work, preserving 
the good elements of the status quo and 
dealing with those elements that perhaps 
needed looking at. People in Jersey are very 
relaxed about more transparency, although 
they are concerned about the directive’s 
more protectionist elements.”

Kirkby notes that members of the industry 
in Jersey have contributed to lobbying efforts 
underway with the European Commission, 
the UK Treasury and some of the other EU 
member states including Sweden, which 
holds the EU presidency for the second half 
of this year and is overseeing a revised draft 
of the directive expected to see the light of 
day in the course of October.

“A huge amount of work is going on 
behind the scenes to try to reach some form 
of compromise that takes into account the 
actual operating issues these asset classes 
have,” he says. “For example, the European 
Private Equity & Venture Capital Association 
has been sharing with the relevant people 
their understanding of the industry so that 
they can appreciate fully how it works and 
therefore how the draft directive can be 
revised accordingly.”

Nigel Strachan, head of business 
development for corporate clients in Jersey 
with Kleinwort Benson, an administrator of 
alternative funds, says the industry’s major 
issue is the proposed temporary bar on 
non-EU based funds being marketed within 
Europe, but argues that the entire legislation 

is misconceived. “The problem is it’s a kind 
of backlash, an ill-conceived response to 
the financial crisis, and to the perception 
that there was a lack of regulation in the 
alternative fund industry,” he says. “Now the 
knee-jerk response is to over-regulate the 
industry and control it within Europe in quite 
a protectionist way.

“We don’t believe it genuinely helps the 
people it ultimately aims to protect. Those 
who invest in alternative assets such as 
private equity, mezzanine debt and hedge 
funds are sophisticated investors that 
understand the risks. The directive seems to 
be aimed at protecting the man on the street, 
but the investors in most of the funds we 
administer are largely institutional and don’t 
need the additional cost of unnecessary 
bureaucracy and red tape burdening the 
fund’s performance.”

The problem for Jersey’s industry at the 
moment in responding to the draft directive 
is that it is “a moving target”, admits Tom 
Amy, head of the funds and SPV group at 
Volaw Trust & Corporate Services, but he 
insists that whatever the ultimate outcome of 
the discussions within and outside the EU, 
Jersey has no choice but to meet whatever 
conditions are put in place for access by 
outside funds to the European market.

“The overriding issue is the equivalency 
standards,” he says. “We need to make sure 
we meet those standards, whatever they are. 
Historically Jersey has demonstrated that it 
will always seek to comply with the highest 
international standards, so I don’t think there’s 
any doubt we will achieve this – it’s just a 
question of how challenging that process 
will be. Hopefully the requirements will be 
somewhat less severe than in the first draft.”

Amy adds that the industry also hopes 
that the three-year lock-out period, which 
would effectively restrict its access to the 
EU market, does not appear in the final 

OvERv i EW
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legislation. His colleague Kate Anderson, 
head of the funds legal team at the 
associated law firm, Voisin, points out that 
this provision is now coming under fire from 
institutions such as pension funds: “They 
are arguing that the lock-out period will be 
detrimental to European investors and will 
increase risk by reducing the pool of assets 
they can invest in.”

Adds Kirkby: “A number of investors like 
large pension funds have started to say that 
this will hit diversification and costs will rise 
considerably. This has got people thinking 
because pension funds don’t use these 
vehicles for tax purposes – how can they, 
they’re tax-neutral? – and if they are saying 
they are worried, that’s something to take 
heed of.”

Still, there is concern that the uncertainty 
over the directive has dampened the incipient 
recovery underway for private equity and 
alternatives generally in Jersey. Says Robins: 
“We were starting to seen evidence of some 
green shoots over the past few months, but 
with the EU directive, we sense that people 
are sitting on their hands, waiting for what 
we hope will be a compromise that will 
soften the potential impact and give people 
greater confidence. Unfortunately those green 
shoots have probably been dampened by that 
element of market uncertainty.”

Ian Moore, chief executive of fund 
administration and corporate services 
provider Moore Management, notes that in 
the early days rumours circulated that some 
law firms in London were advising clients not 
to use Jersey because of the uncertainty, but 
he adds: “I’m confident that it’s all changing 
and that Jersey’s equivalence in regulation 
will be recognised.”

At the least, there is growing confidence 
that Jersey may finally be escaping the 
conflation between tax-neutral fund 
jurisdictions and tax havens for private 
wealth that have dogged the island for years 
despite its efforts to adopt the standards put 
forward by the Organization for Economic 
Co-operation and Development on tax 
transparency and exchange of information.

“Time and again we’ve seen tax equated 
with regulation and regulation with tax,” 
Kirkby says. However, Jersey’s efforts were 
finally rewarded in April when the OECD 
placed Jersey on its ‘white list’ of jurisdictions 

that have both accepted the standards and 
taken substantial steps to implement them. 
In Jersey’s case this meant having signed 
not only the minimum of 12 tax information 
exchange agreements with OECD members 
and other countries required to demonstrate 
implementation, but continuing to negotiate 
the signing of further Tieas.

Jersey’s commitment to compliance 
with international tax standards was also 
recognised in September when Colin Powell, 
the States of Jersey’s advisor for international 
affairs, was invited to become one of four 
vice-chairmen of a new peer review group 
established by the OECD’s Global Forum 
on Tax Transparency and Exchange of 
Information.

The group will draw up terms of reference 
for a process to assess how effectively the 
international standards of transparency and 
exchange of information for tax purposes 
are being implemented by jurisdictions. Says 
Powell: “This position is further confirmation 
that Jersey is seen by the international 
community as a co-operative jurisdiction and 
as a member of the community of nations 
committed to the international principles of 
transparency and information exchange.”

The island’s financial community is 
also quietly basking in the satisfaction of 
a highly complimentary report from the 
International Monetary Fund as part of 
its Financial System Stability Assessment 
programme. Although the glowing review 
was not unexpected, fund industry members 
hope that the IMF’s explicit endorsement 
of Jersey as a member of the “top division” 
of international finance centres will not 
only allay investor concerns about offshore 
jurisdictions but allow the island to benefit 
from any flight to quality.

Jersey Finance chief executive Geoff Cook 
notes: “The IMF has given Jersey’s finance 
industry a ringing endorsement for the 
quality of its regulation and legislation, the 
transparency of its regulatory processes and 
the robustness and resilience of its banking 
system. Ill-informed critics should recognise 
that the standard of Jersey’s financial services 
regulations and supervisory capabilities are 
either ahead of, or on a par with, those of 
both EU member states and G20 countries, 
and that criticisms of Jersey for failings in this 
regard hold no weight whatsoever.” n



Kleinwort Benson is the brand name for Kleinwort Benson (Channel Islands) Limited which is regulated by the Jersey Financial Services 
Commission and its Guernsey branch is regulated by The Guernsey Financial Services Commission. It is also authorised and regulated by the 
UK Financial Services Authority in respect of UK regulated mortgage activities, and its firm reference number is 310344. Copies of the latest 
audited accounts are available for inspection on request. Registered in Jersey, Company Number 1215. Registered Office Kleinwort Benson 
House Wests Centre St Helier Jersey Channel Islands JE4 8PQ. Telephone calls may be recorded. 

Fundamental fund administration 
Agile administration solutions across a wide range of  alternative asset classes

Contact: Nigel Strachan
 +44 (0) 1534 613248
        Nigel.Strachan@kbci com
 
www.kleinwortbenson.com
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Nigel Strachan is head of 
business development for the 
corporate clients department 
in Jersey with Kleinwort 
Benson (Channel Islands)

Innovation underlies 
industry’s growth

By nigel Strachan
Jersey’s private equity industry traces its 
history back to the 1980s, when the island 
established itself as a domicile for private 
equity funds thanks in part to its proximity 
and convenient access to London, but 
also the existence of the Jersey limited 
partnership, which proved an effective 
structure through which private equity 
investments could be made. And once 
the efficacy of the structure had been 
demonstrated, other private equity firms were 
quick to follow.

The advantage of the Jersey partnership 
was that it did not set a limit on the number 
of investors in the partnership. The general 
partner would usually be a Jersey company 
that provided management of the partnership 
or fund, as well as corporate governance. 
Administrators like Kleinwort Benson would 
administer both the partnership and the 
general partner, and would usually provide 
directors for the general partner. The fund 
was managed and controlled offshore, while 
the investment advice would come from the 
private equity house in London.

Once momentum started to develop, other 
private equity firms also turned to Jersey – or 
a few miles away to Guernsey – to conduct 
their business. Today almost all the major 
UK private equity firms have established 
structures in the Channel Islands. The 
natural result of that development was a 
gradual evolution in the Jersey financial 
industry from one based on trust business 
to one dominated by fund services, assisted 
by a professional infrastructure including the 
Big Four accounting firms, banks to process 
transactions, administrators to the funds and 
lawyers to establish them.

Right from the start Jersey’s private equity 
industry was not about tax evasion. The 
partnership structure was transparent for tax 
purposes so it could accommodate investors 
based anywhere in the world.

Currently the industry is marking time as 
the financial industry and the global economy 
start to recover from the seismic shocks of 
the past two years. The disappearance of 
credit brought the leveraged buyout sector 
to a standstill; in particular large buyouts 
with a value of GBP1bn or more have almost 
completely dried up.

At the same time new fundraising has 
been slow, in part because of the decline 
in investor confidence, but also because 
some of the industry’s  largest institutional 
investors such as pension funds have found 
their allocations to private equity overweight 
because their holdings in other asset classes 
have declined in value even further. New 
managers in particular have found it very 
difficult to raise assets.

The shrinking of bank credit has 
temporarily constrained the growth of an 
important niche area of the private equity 
industry,  mezzanine funds, which has 
been a particular specialisation of Kleinwort 
Benson in the Channel Islands since the 
emergence of the market around seven 
years ago. Thanks to its experience in this 
sector, backed up by specially tailored IT 
systems, the firm has captured a large 
share of the market among London based 
mezzanine fund providers. However, the 
business is waiting for the resumption 
in earnest of secured bank debt, which 
mezzanine finance complements within a 
leveraged finance structure.

Jersey’s success as a private equity 
centre has been down to a combination 
of factors including experience, expertise, 
infrastructure, regulation and time zone, 
and they are the best possible assurance 
that it will continue to thrive as the market 
rebounds. With investors increasingly 
seeking the comfort of funds established in 
well-regulated jurisdiction, the island remains 
in pole position for the future. n
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The past 12 months have represented a 
difficult period for the private equity sector 
in Jersey as everywhere, but industry 
professionals are confident that the first 
green shoots of recovery are clearly visible, 
even if the rebound has not yet seen the 
launch of many new funds. Some go further 
and speak of a wall of pent-up investor 
demand that is poised to produce a surge of 
new business in the months to come.

The credit crunch has exacted a double 
toll on the industry. The drying-up of bank 
credit has brought to a grinding halt the 
market for heavily leveraged buyouts and 
severely constrained other categories of 
transaction, while at the other end of the 
business a dearth of initial public offerings 
and a relative shortage of trade buyers 
has severely limited the options of private 

equity firms for realising their investments in 
portfolio companies.

The contraction in deal flow has meant 
that a significant number of existing private 
equity funds still have significant quantities 
of commitments to draw upon, although 
some are looking to shore up portfolio 
companies left squeezed by the combination 
of economic downturn and high levels of 
debt service.

Jersey has also seen its share of 
funds where the level of limited partner 
commitments has been negotiated 
downward because liquidity-strapped 
investors might have faced difficulties in 
meeting cash calls. Often general partners 
have recognised these problems rather than 
risking getting into legal conflicts with their 
LPs, a situation unlikely to benefit either 

Recovery beckons 
for Jersey’s private 

equity sector
By Simon Gray
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Original 
thinking

Volaw trust company has created a strong reputation in developing and managing innovative 
financial structures including complex commercial transactions using Jersey entities.

You can benefit from our fiduciary expertise in the establishment and administration of trusts, 
companies and partnerships that may be used for a wide variety of conventional and Islamic 
structured finance and capital markets transactions, specialist investment structures and in 
the preservation and management of family wealth.

To see how our perspective can make all the difference, contact one 
of our experts today. 

Tom Amy - tamy@volaw.com or

Trevor Norman - tnorman@volaw.com

www.volaw.com     
Templar House, Don Road, St Helier, Jersey JE1 2TR, Channel Islands.
Tel: +44 (0)1534 500400 Fax: +44 (0)1534 500450 mail@volaw.com       

Volaw Trust & Corporate Services Limited is regulated by the Jersey Financial Services Commission.
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Tom Amy is head of the funds 
and SPV group at Volaw Trust 
& Corporate Services, and 
Kate Anderson is head of the 
funds legal team at Voisin in 
Jersey

High standards give 
Jersey a global edge

By tom amy and Kate anderson

level – in contrast to some of its global 
competitors for fund business.

The island’s regulator, the Jersey Financial 
Services Commission, pays close attention 
to the structures proposed by industry 
members in order to ensure they do not 
stray over the line of acceptability into tax 
avoidance structures, and in the event of 
doubt will not give authorisation. In addition, 
if the Commission does not understand 
the commercial rationale for a fund to be 
established in Jersey, they will ask to see the 
tax advice that has been obtained on the fund. 

Like other fund administrators in Jersey, 
Volaw Trust & Corporate Services also 
requires clients to provide copies of all the 
tax advice they have obtained if any element 
of a transaction is particularly complex or 
unusual, so that it can always explain the 
commercial rationale of the transaction. 
The regulator may require explanations of 
the purpose and operation of structures 
either when the fund is being set up or at 
subsequent regular inspections of licensed 
financial services businesses.

Jersey service providers have adopted 
extremely robust procedures for due 
diligence and identification of the 
beneficiaries of transactions and structures 
to minimise the risk of supporting a tax 
avoidance transactions, and its money-
laundering controls are based on 
international standards.

The island’s presence on the OECD’s 
white list – along with fellow crown 
dependencies Guernsey and the Isle of 
Man – has vindicated its determination 
to embrace the global drive toward tax 
compliance. Acknowledgment as a leading 
offshore jurisdiction has provided comfort 
and certainty to potential clients, and has 
contributed to the recovery in business 
underway since the middle of the year. n

The past year has been a difficult one for 
the offshore financial services industry, but 
amid the troubled business conditions and 
international demands for enhanced levels 
of oversight and improved transparency, 
Jersey’s longstanding willingness to embrace 
the highest international standards of 
supervision and its readiness to co-operate 
with onshore jurisdictions to ensure tax 
compliance have left it well placed to thrive 
as the private equity industry recovers.

In the past Jersey has sometimes 
struggled to overcome the confusion 
elsewhere between tax havens and 
international financial centres, of which 
the island is one, that implements its own 
tax strategy without trying to facilitate tax 
avoidance by its clients. However, Jersey 
prides itself on a level of transparency that 
insists appropriate tax liabilities are disclosed 
at the origination of a transaction and its 
completion.

Over the seven years since its adherence 
to the standards established by the 
Organization for Economic Co-operation 
and Development on tax transparency 
and exchange of information, the island 
has signed as many as 17 tax information 
exchange agreements with other countries, 
based on the OECD’s Model Convention 
template, which has become the international 
norm. In addition, it has further agreements 
under negotiation that should give it more 
Tieas than any other offshore jurisdiction.

As a result, it was no surprise to close 
observers of the offshore world that when 
last April the G20 group of countries called 
on the OECD to assess the progress 
of jurisdictions round the world on tax 
co-operation, Jersey was immediately place 
on the white list of countries that had not 
only signed up to the international standards 
but had implemented them to a satisfactory 
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party; in some cases they may have faced 
problems in deploying the money anyway.

This has left fundraising at a low 
ebb, at least temporarily. Law firms and 
administrators report that behind the scenes 
activity has picked up, with work being 
carried out to enable new funds to be 
launched perhaps around the turn of the 
year, if investor confidence is back. Once 
it is, they say, institutions in particular are 
likely to return to private equity and other 
alternative asset classes in force, especially 
at a time when fixed-income investment is 
yielding generally paltry returns.

“There is still not a huge volume of funds 
being raised in the industry, but that seems 
to be because there’s a fair amount of 
uninvested capital still available,” says Jersey 
Finance technical director Rob Kirkby. “We’ve 
been hearing that message now for nearly 
12 months.” However, he points out that 
ongoing work on existing funds continues 
to provide a steady stream of revenue to the 
island’s service providers.

“The private equity services industry 
seems to be bearing up quite well. A lot of 
our work is about audit reports, quarterly 
reporting, net asset value calculations, 
day-to-day administration and corporate 
governance, and that goes on despite 
asset values dropping. Jersey has survived 
relatively well because of that annuity 
income, but we haven’t got away scot-free.

“The lawyers have felt the impact of the 
lack of new funds being set up, as have the 
advisory accountants. On the flip side there 
has been quite a bit of restructuring work for 
a number of vehicles and maintenance-type 
tasks. It’s not all doom by any means, but 
not all roses either – flat is probably the best 
description.”

Tom Amy, head of the funds and SPV 
group at Volaw Trust & Corporate Services, 
believes that the largely positive publicity the 
island has enjoyed since the publication of 
the OECD’s white list in April has contributed 
to the upturn in potential new business. 
“People making enquiries at the moment 
are fully aware of Jersey’s position,” he 
says. “After the downturn in the industry in 
late 2008 and early this year, the volume 
of enquiries picked up considerably from 
around April onward after the white list 
designation was made.”

Amy’s colleague Kate Anderson, head 
of the funds legal team at the Voisin law 
firm, adds that the perception among clients 
that Jersey is a well-regulated jurisdiction 
has helped to keep the level of activity 
high during the summer period when new 
enquiries normally see a seasonal dip. “The 
summer has been a lot busier in terms of 
enquiries,” she says.

They acknowledge, however, that it 
is taking longer for enquiries to turn into 
concrete new business, and that for the time 
being expectations of capital commitments 
have been scaled back. “The tide is starting 
to turn in certain areas,” Amy says. “People 
are attempting to launch new funds but with 
much-reduced fundraising targets.

“In addition, the due diligence carried 
out before making investment decisions is 
much greater than two or three years ago, 
when it was largely based on a manager’s 
track record.” One result, he adds, is that 
the flexibility offered by the Unregulated 
Funds introduced by Jersey two years ago, 
which for instance do not require the fund’s 
investment manager to be regulated, is no 
longer in great demand. Says Amy: “Now 
investors are saying they want these people 
to be regulated. That may represent an 
extra burden in the establishment process 
for the promoter, but it’s what investors are 
demanding and they have to respond to it.”

Ben Robins, head of the funds team at 
Mourant du Feu & Jeune, notes that the 
much-heralded shake-up in fee structures 
for alternative funds has largely failed to 
materialise. “We haven’t seen any signs 
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of lowering of fees, possibly because new 
funds have been few and far between and 
those that have been launched are from 
larger players that are surer of their ground,” 
he says.

“By contrast, where commitments are 
reduced or returns from exited investments 
are being recycled, one often sees a pro rata 
reduction, as you’d expect, where fees are 
calculated in relation to commitment sizes.  
But in general managers feel quite justified 
in their current level of fees because they 
are working harder and are under much 
greater stress. In the meetings I’ve attended 
investors have been reasonably sympathetic, 
recognising that no individual manager 
caused this and that they’re just dealing with 
a difficult situation.”

Robins points out that many investors 
have long-term relationships with the general 
partners of their funds. “At the moment their 
fourth fund may be struggling, but funds I to 
III performed brilliantly,” he says. “If fund V 
is launched in a couple of years’ time, when 
there are attractive deals to be done, the 
rate of return may be very good. They’re just 
constrained by the current market with one 
particular fund. Longstanding promoters and 
general partners often have a historic track 
record that speaks for itself.”

The mood is sanguine among fund 
administrators, which believe that Jersey’s 
overall competitiveness as a jurisdiction 
remain intact or even enhanced, and that 
the resumption in earnest of new business 

flows is only a matter of time. “Post-Madoff, 
people will be looking for well-regulated 
jurisdictions,” says Nigel Strachan, head of 
business development for corporate clients 
in Jersey with Kleinwort Benson. “On the deal 
side, the private equity industry is largely 
dependent upon credit, and even if it comes 
back at lower multiples, everyone can start 
doing deals again, and as a by-product we 
will see new funds raised and launched.”

Over the past few years Kleinwort Benson 
has carved out a significant niche in services 
to mezzanine funds, where it has become 
Jersey’s dominant provider. “About seven 
years ago we were able to demonstrate the 
capability and capacity to service a very 
big UK mezzanine provider that structured 
funds through Jersey,” Strachan says. “We 
developed our private equity IT system to be 
able to track mezzanine loans and allocate 
interest, which can be different for each loan.

“Mezzanine is an even smaller world 
than private equity as a whole, and once 
we started to get traction with that client 
and they started talking to other managers 
in the City, we started to win other clients, 
including Mizuho, Rothschild, Indigo Capital 
and more recently Mezzanine Management. 
The problem with the mezzanine market is 
that it is dependent on banks providing that 
top tier of leverage for buyouts, which right 
now is now right down at the bottom of their 
lists of priorities. 

“So the mezzanine market is largely 
dependent upon the recovery of the senior 
market. But mezzanine managers now are 
looking to the senior secondary market, 
where there are some good credits trading at 
a discount. As banks are unable to provide 
refinancing, funds are stepping in.”

Anna Carrington of specialist private 
equity fund administrator Ipes’ Jersey 
based office, says the firm and other well-
established providers “are gearing up for 
an upsurge in business. There is a sense 
of more optimism and preparation within 
the industry for the wall of work that will hit 
next year.

“During the downturn, funds have taken 
longer to attract enough cash to launch, 
but enquiries are picking up now, at least 
for the larger administrators. The very small 
players that drew up plans to enter the 
industry just before the bubble burst were 
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crunch because their haven’t had war chests 
available for expansion by acquiring smaller 
local businesses, but for many of them the 
handcuffs are coming off,” Robins says.

“There have also been recent examples 
of management buy-outs of administration 
teams. Notwithstanding a degree of 
downturn in new mandates, their strong and 
steady historic cash flows present interesting 
opportunities for private equity investment.”

Kirkby says there is continuing interest 
among specialist administrators and 
custodians in moving to Jersey. “We’ve seen 
some looking at moving in from Guernsey 
as well as Luxembourg and Irish firms, 
although decisions about that seem to have 
been put on ice because of the uncertainties 
over the AIFM Directive,” he says. “We are 
keen to encourage new business and the 
government is committed to making it easier 
for them to come in. Hopefully once issues 
around the directive are resolved, we will see 
a number of new service providers come to 
the island.”

Another area of business that could 
be set for a strong rebound is the listing 
of funds on the Channel Islands Stock 
Exchange. “Listing enquiries are picking 
up,” Amy says. “The exchange has been 
very active in marketing itself and is highly 
regarded among offshore exchanges. We’ve 
had an enquiry about moving one fund 
from the BVI exchange and another from 
Luxembourg, and I expect that area of 
business to continue to pick up in the next 
12 months.” n

unlucky in their timing when they set up 
operations on the island. People are looking 
for more established players at a time when 
confidence has really suffered.”

Ian Moore, chief executive of administrator 
Moore Management, says his firm may 
have come through the downturn relatively 
unscathed because of its “strong and 
steady” business from Japanese managers, 
particularly for structured products, although 
he also notes that the firm also recently 
closed a life sciences private equity fund 
for a high net worth family office with some 
hand-picked co-investors. Moore already 
administers five private equity funds of funds 
for the client.

Ian Moore believes that the downturn has 
had a silver lining for the island. “As the dust 
settles people will get back to business, but 
it won’t be the same as two years ago,” he 
says. “If you look back, it wasn’t sustainable. 
It was ridiculous to think that all those 
ambitious growth plans would actually come 
to fruition, and from that point of view it’s 
been a good thing. Jersey would not have 
been able to sustain that level of growth, 
and most other places would have struggled 
as well.”

Some industry professionals expect to see 
some consolidation in Jersey’s administration 
market, as some of the newer entrants 
struggle to win business, while big global 
banks look for opportunities to develop 
their market share. “A number of the large 
financial institutions have been constrained 
over the past 12 to 24 months by the credit 
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