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financial centres and the investment 
managers and service providers that operate 
in those jurisdictions would be among 
the principal losers from this change in 
philosophy. After all, the offshore world 
and its presumed secrecy and lack of 
supervision has been widely blamed for at 
least contributing to the crisis, albeit without 
a great deal of hard evidence.

But the obituaries written for the industry 
have failed to take into account the 
concentration of not just technical expertise 

The financial crisis and economic downturn 
of the past three years has fundamentally 
changed the rules of the game for the 
international financial services industry in 
general and the fund sector in particular. 
The laissez-faire philosophy that prevailed in 
many countries throughout the boom years 
of the mid-2000s has given way to a new 
focus on transparency and oversight at the 
insistence of governments, regulators and, 
not least, investors.

It might be presumed that offshore 

Channel Islands 
poised to thrive in 

more transparent and 
compliant world

By Simon Gray
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CHannel  I SlanDS StoCk exCHange

Service and innovation 
in a unique market

an interview with CISx chief executive tamara Menteshvili
Over more than a decade, the Channel 
Islands Stock Exchange has provided 
essential supporting infrastructure for the 
financial sector in Guernsey and Jersey. In 
the investment fund industry, the exchange is 
central to the process of capital-raising from 
investors and to oversight of funds through the 
disclosure requirements of the listing regime.

How has the financial crisis affected 
the stock exchange?
The past two or three years have 
seen greater focus by investors on the 
transparency benefits of a listing. The 
exchange’s public disclosure regime is 
designed to provide information flows not only 
to investors but credit institutions that also 
rely upon the listing status of securities. The 
CISX requires directors of listed companies, 
including funds, to adhere to ongoing 
disclosure requirements regarding investors, 
trading counterparties and the public at large.

The CISX has always worked to ensure 
issuers understand fully the implications 
and practicalities of the listing rules, 
offering information and guidance through 
workshops, seminars and conferences – 
for example, an upcoming workshop on 
due diligence by issuers post-listing. This 
educational role has always been a key 
element of the exchange’s work, but in 
the aftermath of the financial crisis there’s 
even greater emphasis on disclosure and 
transparency and the role of listing in 
achieving these goals.

What does a listing on the CISX provide 
to issuers and investors?
A CISX listing broadens the eligibility of a 
fund to different categories of investor thanks 
to the recognised status of the exchange. For 
example, listing on a recognised exchange 
is necessary for securities to be eligible 
for certain UK tax-advantaged investment 

structures, such as ISAs and SIPPs; it is also 
necessary to obtain UK Reit status.

A listing facilitates both subsequent 
capital-raising through additional share 
issuance and secondary market trading. 
While many CISX-listed securities, such as 
closed-ended fund shares, are often held 
by ‘buy and hold’ investors, the exchange 
nevertheless has a demonstrable track 
record in secondary market activity.

In respect of trading, how does the 
CISX differentiate itself?
The CISX is the only exchange that has 
extended trading facilities to open-ended 
funds (as opposed to classic ETFs), with 
five currently listed. Other recent innovations 
include trading in partnership interests – of 
particular interest to the private equity sector, 
which has also taken advantage of the ease 
of listing on the CISX debt securities relating 
to acquisitions.

How is the CISX developing given the 
economic downturn?
Like the financial sector as a whole, the 
exchange has felt the impact of the financial 
crisis and its aftermath since its record year 
for listings in 2007. But with more than 300 
new listings expected in 2010 despite a still 
uncertain market environment, the recovery 
seems to be gathering momentum.

What are the significant growth trends?
A key growth area in 2010 has been 
structured funds, with three new issuers 
coming to the exchange this year, and there 
has been an upsurge of enquiries about 
the listing of UK Reits as well as alternative 
asset classes such as gold. As opportunities 
return, the exchange looks forward to 
delivering the transparent, efficient and 
professional service its growing number of 
international issuers requires. n

Tamara Menteshvili is chief 
executive of the Channel 
Islands Stock Exchange
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but business ingenuity and resourcefulness 
in offshore financial business. With a speed 
and deftness that the onshore financial 
services industry often struggles to match, 
the offshore industry has responded to the 
demands of the new environment and to 
the insistence of the world’s big economies 
that it not only meet international concerns 
on regulation but demonstrate willingness 
to co-operate with efforts to counter tax 
evasion.

Indeed, in a number of offshore centres 
this process of adapting to emerging global 
standards began long before the April 2009 
G20 summit in London threw down the 
gauntlet to offshore jurisdictions, demanding 
that they fall into line on tax transparency or 
face the threat of blacklisting. Nowhere is 
this more true than in Jersey and Guernsey, 
as international associations such as the 
International Organization of Securities 
Commissions, which brings together industry 
regulators from more than 100 jurisdictions 
around the world, acknowledge.

Speaking at the recent International 
Business Summit organised in Jersey by 
the Channel Islands Stock Exchange, 
Iosco deputy secretary-general Tajinder 
Singh noted that the financial services 
commissions of both islands were members 
of the organisation, while the exchange is 
an affiliate member. In addition, the Jersey 
and Guernsey regulators have signed its 
Multilateral Memorandum of Understanding 
Concerning Consultation and Cooperation 

and the Exchange of Information, designed 
to set an international benchmark for cross-
border co-operation to combat violations of 
securities and derivatives laws.

The memorandum predates the crisis – it 
was drawn up in the wake of the September 
11, 2001 terrorist attacks against the US, 
which turned the tide against secrecy in 
financial jurisdictions. Notably, it requires 
signatories to share information for the 
investigation of various financial offences 
even if those offences are not violations of 
the law in their home jurisdiction. “The fact 
that both the Jersey and Guernsey financial 
services commissions are signatories to 
the MMoU signals the importance that 
these jurisdictions attached to international 
co-operation,” Singh told delegates to the 
CISX International Business Summit.

According to the Iosco deputy secretary-
general, the crisis has highlighted the 
need to focus not just on the defining of 
international standards – the organisation 
has added eight new principles of securities 
regulation to its existing list of 30 – but to 
their implementation. “Before the crisis ... 
there was in some sense a naïve belief in 
the self-regulation of markets, which was not 
borne out in practice,” he said.

Financial stability was not necessarily 
guaranteed by the “piecemeal monitoring” of 
financial institutions, Singh argued. “While it 
is necessary to supervise closely financial 
institutions, especially systemically important 
ones, it is by no means sufficient to prevent 
a crisis and maintain financial stability,” 
because the crisis revealed a degree of 
interplay between them whose extent and 
impact that previously had not been fully 
understood.

Singh’s endorsement of the islands’ 
commitment to global co-operation echoed 
the comments of Colin Powell, chairman of 
the Jersey Financial Services Commission for 
a decade up to 2009 and now an adviser on 
international affairs to the States of Jersey. 
Delivering a keynote address to the CISX 
International Business Summit, Powell noted 
that the islands had more than passed 
muster with a succession of international 
review bodies including the International 
Monetary Fund, the Financial Action Task 
Force and the Organization for Economic 
Cooperation and Development’s Global 

oveRv I ew
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exercise of their own international identity. 
For example, in addition to enjoying 
autonomy on financial regulation, the 
islands are now able in certain instances 
to conclude treaties with third countries 
in their own right. These include notably 
the tax information exchange agreements 
that prompted Jersey and Guernsey to 
be placed on the OECD white list in April 
2009 by demonstrating their commitment to 
implementing international standards on tax 
transparency and exchange of information.

The crown dependencies concluded 
framework documents with London formally 
acknowledging that while under international 
law the UK government is responsible for 
the islands’ international relations (and 
defence), it will not act internationally on 
behalf of the crown dependencies without 
prior consultation, and it recognises that 
the interests of the crown dependencies 
may differ from those of the UK, particularly 
in respect of their relationship with the 
European Union.

The decision by Jersey and Guernsey 
this year jointly to establish an office in 
Brussels reflects the need perceived by 
the two islands for a proactive approach 
toward monitoring EU activities and 
especially legislation that may impact the 
islands, and maintaining direct relationships 
with European officials and institutions. 

Forum on Transparency and Exchange of 
Information for Tax Purposes, as well as 
the UK government’s own review of British 
Offshore Financial Centres.

“While these assessments are 
burdensome in terms of the demands placed 
on the islands’ resources, the results of 
such assessments have been extremely 
supportive of their reputation as international 
finance centres committed to and compliant 
with all relevant international standards,” 
Powell said.

Indeed, in a number of cases offshore 
jurisdictions have demonstrably gone further 
than their onshore counterparts in embracing 
and implementing international standards. 
Jersey’s most recent assessment by the IMF, 
published in September 2009, “found that the 
island met financial regulatory, anti-money-
laundering and combating terrorist financing 
standards better than most, if not all, EU and 
OECD member countries”, he noted. “Jersey 
had 44 compliant or largely compliant ratings 
out of the FATF’s 49 recommendations, and 15 
such ratings out of 16 core recommendations. 
Guernsey has been assessed this year and 
confidently expects the results to be equally 
good if not better.”

A point emphasised by Powell is that the 
Channel Islands have not been dragged 
into compliance with international standards 
by the UK but have embraced them as an 
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In order for funds based in non-EU 
jurisdictions to enjoy access to the single 
market for alternative funds, they must 
meet various conditions including satisfying 
the Financial Action Task Force’s anti-
money laundering standards, and having 
agreements on exchange of tax information 
as well as regulatory co-operation with the 
member states into which the funds are to 
be distributed.

The Channel Islands will also have to offer 
reciprocal market access to EU-domiciled 
funds, but overall the conditions appear 
significantly less difficult to meet than once 
appeared likely, according to Ross Young, 
the Jersey-based head of sales for the 
Channel Islands and Isle of Man for BNP 
Paribas Securities Services. “We will need 
to meet anti-money laundering requirements 
and comply with international regulatory 
standards, but I’m quite comfortable on 
that,” he says.

“Everyone will continue to beat the 
drum that the Channel Islands are among 
the most highly regulated jurisdictions for 
AML measures – we exceed the level of 
compliance of many European countries 
with the FATF principles – and reciprocal 
market access is obviously achievable for 
us. There’s no reason why the islands 
shouldn’t continue to serve alternative fund 
managers targeting EU markets, especially 
given our established role in the European 
financial industry.” n

The need for such a presence has been 
heavily underlined over the past two years 
as the EU has slowly and painfully come 
to a consensus on the regulation of the 
alternative fund industry.

The Directive on Alternative Investment 
Fund Managers, the first draft of which was 
unveiled by the European Commission in 
April 2009, is now set to take effect in early 
2013 after the European Parliament voted 
through a much haggled-over compromise 
text on November 11. Although it would be a 
long stretch to say that the final directive is 
particularly to the industry’s liking, opponents 
acknowledge that it is much improved from 
the first draft, and that what matters as much 
as anything now is that the uncertainty 
hanging over the Channel Islands and the rest 
of the offshore fund sector has been resolved.

“The uncertainty over the European 
directive has affected not just the islands 
but all countries outside the EU, even 
the US,” says Tamara Menteshvili, chief 
executive of the Channel Islands Stock 
Exchange. “Everybody was holding back to 
wait and see [what would emerge from the 
legislative process]. It was not just to do 
with us but promoters from other countries 
that might not have brought their business 
here because of doubt as to whether we 
remained a gateway to Europe.”

But, she argues, removal of the market 
access issue brings even more to the fore 
– especially in the minds of investors – the 
benefits a CISX listing can bring in terms of 
delivering transparency: “We offer a public 
disclosure regime that delivers a flow of 
information not only to investors but credit 
institutions that rely on the status that a 
security gains from a listing. In the wake 
of the financial crisis, there’s even more 
emphasis on disclosure and transparency, 
which is where a listing comes into its own.”

The legislation agreed last month will 
allow managers of non-EU funds to obtain 
a pan-European marketing ‘passport’ that 
will allow them to access sophisticated 
investors throughout the 27-member states 
on the same basis as EU-based managers, 
albeit two years after the directive comes 
into effect. In the meantime funds domiciled 
in the Channel Islands can continue to be 
sold to EU investors through existing national 
private placement regimes.
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Learning from the crisis
By ed Devenport and Gavin Farrell

The past couple of years have seen a striking 
change in the type of work carried out by fund 
lawyers in the Channel Islands. Up to 2008, 
around 80 per cent of our activity involved the 
establishment of new structures, and the rest 
was recurring business. The liquidity crisis 
caused a substantial slowdown in the number 
of new products, but at the same time a 
huge increase in restructuring and other work 
involving existing fund vehicles.

Paradoxically, there have been significant 
benefits from the change as far as the 
legal profession is concerned. Instead of 
focusing principally upon transactional work, 
fund lawyers have been revisiting the basic 
principles governing fund structures and 
getting involved in court work during the 
restructuring processes. In our advisory work 
we’ve gone back to sources, amplified our 
knowledge of structures, legal mechanisms 
and issues surrounding the offshore world, 
and we will come out of the experience 
better lawyers as a result.

New fund activity and new instructions 
have rebounded in 2010, including a large 
number of follow-on funds. Although the past 
couple of years have seen the launch of 
various funds offering innovation in strategy, 
structure or asset class, there is now a 
greater focus on traditional fund products 
and strategies. The main difference has been 
the time-to-market impact of the crisis. Funds 
are taking longer to launch.

Guernsey has seen significant growth 
in traditional private equity funds, emerging 
market investments and infrastructure 
vehicles, investing notably in China and India. 
There has also been an upsurge in interest 
in funds capitalising on environmental issues 
through assets such as forestry and timber, 
alternative energy and carbon credits.

Although Jersey has seen fewer new 
launches over the past couple of years, 
hedge fund managed account platforms 
have been expanding strongly. Several of 
Europe’s largest platforms are domiciled in 
the island, and the addition of new funds to 

the platforms is an important source of new 
business.

The return to more traditional fund 
structures and strategies reflects an appetite 
for risk significantly lower than at the peak 
of the boom. In addition, confidence in 
distressed assets strategies has fallen, and 
investors remain gripped by uncertainty over 
regulatory change, cyclical movements of the 
economy and the value of assets.

Another significant trend is work on 
behalf of managers moving themselves and 
part or all of their business to the Channel 
Islands, and those restructuring management 
operations offshore. One showcase example 
was the physical redomiciliation of BlueCrest 
Capital Management to Guernsey, along with 
all of its managed, third party and proprietary, 
funds – a large-scale project that would have 
been very difficult without the flexibility of the 
regulator and the ability of industry members 
in the islands to work closely together.

In addition, private equity houses are 
setting up operations in the jurisdictions 
where their funds are domiciled both to 
save on third-party administration costs and 
to insulate themselves against potential tax 
liabilities in onshore jurisdictions by putting 
in place substantive locally managed general 
partner structures.

All this adds fresh expertise to the existing 
ranks of accountants and auditors, banks, 
administrators and custodians – as well as 
law firms – that have built the reputation of the 
Channel Islands within the global fund industry.

Approval of the AIFM Directive opens 
up real opportunities for promoters 
wishing to market in the EU to launch new 
Guernsey and Jersey funds as well as 
asset management structures targeting EU 
professional investors, given that national 
private placement regimes will continue 
at least until 2018 and there will be the 
possibility of EU-wide passporting for the 
islands’ funds from 2015. It is business as 
usual in the Channel Islands for the non-EU 
investor base. n

Ed Devenport and Gavin Farrell 
are partners with Mourant 
Ozannes in Jersey and 
Guernsey respectively

MouRant ozanneS
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In a global environment where managers of 
classic alternative investment strategies are 
having to work harder than ever to attract 
capital from wary investors, members of 
the industry in the Channel Islands say the 
jurisdictions are benefiting from a burgeoning 
international reputation for broad-ranging 
expertise that is particularly attractive to 
promoters of innovative strategies and exotic 
asset classes.

Alongside the islands’ established range 
of specialist fund experience, covering funds 
of hedge funds and hedge fund managed 
account platforms, private equity vehicles, 
property funds and certain types of retail 
product including exchange-traded funds, 
Jersey and Guernsey are also increasingly 
being chosen as the domicile and/or 
servicing centre for less traditional alternative 
investments ranging from forestry 

The Channel Islands Stock Exchange, 
established in 1998 to serve the financial 
industry across both islands, has proved 
central to the development of new 

investment products in Jersey and Guernsey 
thanks to the growing importance of stock 
market listings for funds, particularly among 
institutional investors, and the CISX’s 
designation as a recognised exchange by 
various international authorities (unlike, for 
example, the London Stock Exchange’s 
Alternative Investment Market and 
Specialised Fund Market), which is important 
to investors for tax purposes.

“We play an important role in the process 
of capital-raising both initially and post-
listing, as well as making securities eligible 
for investment through our recognised 
status,” says CISX chief executive Tamara 
Menteshvili. “For example, many institutions 
are restricted in their ability to invest in 
securities that are not listed on a recognised 
exchange.”

Gavin Farrell, a partner in Guernsey with 
law firm Mourant Ozannes, says the CISX has 
benefited from a rethink among promoters 
in the light of the mixed success enjoyed by 
Channel Islands-based permanent capital-

Entrepreneurial 
spirit opens up new 

business flows
By Simon Gray
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in the closed-ended fund sector. “We’ve 
started to see quite a significant ratcheting up 
of new transactions,” he says. “Some of this 
involves feeder funds channelling capital into 
hedge fund strategies, like the successful new 
money-raising for BlueCrest earlier this year, 
and other managers seem to be following 
that trend. This isn’t just raising money within 
established listed structures but the creation 
of closed-ended feeders into existing open-
ended structures.

“This is an interesting reflection on current 
sentiment. Recently we’ve seen a trend for 
discounts to NAV narrowing. These moves 
suggest there is an expectation in the 
market that discounts will narrow further, 
and it’s a good time to be raising money for 
closed-ended structures. We have already 
seen more activity in the rest of the closed-
ended sector. Some emerging market equity 
funds have been launched recently, and we 
are seeing exotic products using complex 
underlying derivatives or in unusual sectors 
such as insurance and litigation claims.”

According to Menteshvili, the exchange 
is continuing to build upon its long history 
of innovation in the fund sector, which has 
included being first to the market with the 
listing of protected and incorporated cell 
companies and of partnership interests. In 
addition to the recent surge of interest in 
structured funds, with three new issuers 
coming to the market this year, the CISX 
– which pioneered the trading of open-
ended funds in 2005 – is now working on 
central settlement of such transactions in 
the same way as electronic trades involving 
closed-ended fund shares or equities. “I 
believe this will revolutionise the way open-
ended funds are traded, and potentially 
their whole back-office operations,” she told 
conference delegates.

The islands’ service providers have 
already demonstrated their ability to adapt 
to legislative changes that require new 
structuring and planning solutions, according 
to Andrew Isham, a director with Deloitte & 
Touche in Jersey. “For example, in recent 
times we have seen the emergence of 
foundations alongside our well-established 
trust business, new type of partnership and 
corporate entity, as well as the flexibility 
offered by incorporated or protected cell 
companies,” he told the conference.

type vehicles in recent years, such as KKR 
Private Equity Investors. Around the middle 
of the past decade there was a flurry of such 
deals, several of them involving listings on 
the Euronext Amsterdam exchange, but the 
promised liquidity largely failed to materialise 
and in a number of cases shares traded at a 
significant discount to NAV.

“Although there is still a high proportion 
of listed products among our instructions, 
we don’t see as many AIM-admitted or SFM 
listings as in the past,” Farrell says. “However, 
the number of CISX listings that we’re doing 
is still very buoyant. The use of the AIM 
trading platform or SFM listing and a CISX 
listing is a popular route, because neither AIM 
nor SFM is a recognised exchange for HM 
Revenue & Customs. The original Euronext-
listed permanent capital vehicles like KKR 
were a product of their time, but now they are 
very few and far between.”

Speaking at the recent CISX International 
Business Summit conference in Jersey, 
Menteshvili noted that the Channel Islands 
market, whose total number of listings 
is again approaching 4,000, is much 
more geared to international as opposed 
to domestic business than most other 
exchanges. This could increase in the future 
as the CISX seeks further international 
recognition, for instance from South Africa.

“We are continuing to build niche markets 
in the listing area, including structured funds 
and property funds,” she told delegates, 
“but there has been growing interest in the 
specialised alternative investment sector, 
including soft commodities, gold and biofuels. 
We are also seeing growth in our existing 
range of specialist debt products, especially 
acquisition vehicles for private equity firms.”

Mike Bane, a partner with Ernst & Young in 
Guernsey, also sees signs of new confidence  14
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Islands set to benefit 
from substance focus

By Ross youngs

Ross Youngs is head of sales 
with BNP Paribas in the 
Channel Islands

In the current global environment, managers 
and regulators are focusing determinedly on 
the substance of activities in offshore financial 
jurisdictions, the quality of service providers 
and the ability to deliver increasingly complex 
business with the requisite regard to risk. 
Jersey and Guernsey are well placed to thrive, 
thanks to genuine intellectual capital, effective 
and flexible regulation, good technological 
infrastructure, robust operating models and 
experience built up over decades.

The islands’ global reputation as 
international financial centres has been 
bolstered by the influx of global brand names 
alongside specialist industry providers. Both 
have demonstrated their commitment through 
substantial physical activity and commercial 
presence in the islands.

Investors in a fund domiciled in the 
islands can be confident it is actually 
administered and run by a majority of 
locally-resident directors with the experience 
and background to carry out their duties 
effectively, with good functionary support. 
Jersey and Guernsey have attracted top 
global banks, legal and accounting firms, 
asset managers and fund promoters with 
strong governance and talented labour 
pools, a concentration and mix of business 
providing a varied and broad base of skills.

The islands’ prominence in the global 
fund industry is not new, accounting for 
around two-thirds of European private equity 
fundraising over the five years to 2009, for 
example. Private equity has been attracted 
by an evolving regulatory framework and 
range of fund vehicles that reflect the needs 
of investors and fund promoters and allow 
new funds to be launched or further capital 
raised comparatively quickly, with no loss of 
substance, control and quality.

With around two-thirds of GDP on each 
island generated directly or indirectly by the 
financial sector, they have naturally developed 

a specialised workforce. Local staff can tap into 
the expertise of their employers’ international 
networks, which can also offer any capabilities 
not available in the islands. Both Jersey and 
Guernsey attract talented individuals from 
all over the world – witness the number of 
Australians and New Zealanders, and the 
extensive South African community.

The authorities in Jersey and Guernsey 
also allow firms to draw on resources in other 
jurisdictions subject to well-structured policies 
on outsourcing and oversight. This ensures 
effective mind, management and operational 
control is maintained in the islands while 
allowing flexibility in the operating model to 
maximise efficiency for both the functionary 
and ultimately the client. Elements of fund 
administration, accounting and transfer agency 
functions can be allocated to other locations 
to benefit from industrialised processes, 
cost arbitrage or specialised skills without 
losing the intimacy of the offshore model and 
accountability of the island-based provider.

Island firms’ recognised expertise in 
administering private equity structures has 
made involvement in the fast-growing area of 
infrastructure and energy investment a logical 
next step. In Jersey or Guernsey managers 
can find skills and expertise in servicing these 
structures, talk to top-class lawyers who can 
draft a prospectus and draw up an operating 
structure, and retain administrators whose track 
record and experience inspire confidence.

The Channel Islands also have first-
mover advantage in areas as diverse as 
‘green’ investments, Shariah-compliant funds, 
distressed debt and life settlements, as well 
as ground-breaking capital-raising structures; 
for example, private equity managers moving 
into debt investment classes through listed 
closed-ended vehicles. Innovation and 
entrepreneurialism are key advantages 
for Jersey and Guernsey in an ever more 
competitive business environment. n
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“It means we need to understand what 
responsibility is entailed by the custody 
function and what responsibility we take 
for our sub-custodian network, which could 
potentially increase both our risks and the 
cost of doing business,” he says. “We need 
to think about the different alternative asset 
classes. How do we provide custody to 
private equity funds that fall within the scope 
of the directive? What risk does that present 
to us as a business?

“Global custody is a very commoditised 
product, and larger institutions have invested 
a lot in building straight-through processing 
models to make their operations as slick as 
possible. What the AIFM Directive will do 
is slow some of that down by increasing 
the amount of oversight and compliance 
a custodian must do to discharge its 
responsibilities.

“In addition to traditional safekeeping of 
assets, it will impose on the custodian the 
fiduciary duty to ensure that the assets are 
managed properly, for instance ensuring 
that NAVs are calculated correctly, that 
the fees and expenses are in line with 
what the prospectus says, and that the 
investment manager is doing what he’s 
promised. There’s a level of responsibility 
on custodians of closed-ended funds that 
wasn’t there before.”

Meanwhile, the increased importance 
of substantial activities and presence in 
fund domiciles, for both regulatory and tax 
purposes, is helping to beef up the private 
equity and hedge fund sectors in both 
Channel Islands. Says Farrell: “One of the 
growth areas over the past few years is 
among private equity managers, not just 
individuals like Guy Hands or Jon Moulton 
coming over for personal reasons, but 
firms such as Apax and Permira setting 
up back-office or front-desk operations 
in Guernsey.”

According to Farrell and his Jersey-based 
colleague Ed Devenport, the trend is partly 
driven by tax considerations and partly 
because firms see an opportunity to carry 
out back-office work more cost-effectively 
in-house rather than outsourcing it to third-
party service providers. “It’s not just about 
the expense of administration, but also 
wanting to have a real physical presence,” 
Devenport says. n

Ross Youngs, head of sales for the 
Channel Islands and Isle of Man for BNP 
Paribas Securities Services, explains the 
jurisdictions’ innovative edge in terms of 
speed of thought and movement. “The 
Channel Islands have an advantage in their 
entrepreneurial spirit,” he says. “We tend to 
move into new markets faster than many 
competing jurisdictions. For example, there’s 
a lot of private equity-style investment going 
into the areas of energy and infrastructure. 
Since we’re very strong at administering 
private equity structures, it’s logical for us 
to get more involved with infrastructure and 
energy, which are a booming asset class.

“We also have first-moved advantage in 
areas such as green and Shariah-compliant 
funds, and we’ve also handled business like 
US life settlement funds as well as innovative 
debt products. In the process, for instance, we 
have learned the principles of what is involved 
in the administration of Shariah-compliant 
funds. What clients find attractive about us is 
that we listen and we strive to evolve.”

In addition, Youngs argues that Jersey 
and Guernsey offer fund promoters a 
combination of high-quality service provider 
names and substance on the ground. “If you 
look at where the Channel Islands fit in as a 
domicile jurisdiction, we have some unique 
advantages,” he says. “They win hands 
down in terms of substance and the number 
of staff dedicated to financial services.”

Noting that both islands have a policy of 
only granting licences to top global banks, 
ensuring a high standard of counterparty 
for incoming business, Youngs adds: “We 
have enough staff to support funds within 
the domicile rather than outsourcing it to 
centres like Dublin or Luxembourg. Investors 
in a fund domiciled here can be confident 
it is actually administered in the Channel 
Islands, that it has real substance, and it 
has effective independent directors that are 
resident in the islands and provide robust 
corporate governance.”

The European Union’s newly-agreed 
Directive on Alternative Investment Fund 
Managers and other changes in the global 
regulatory environment prompted by the 
experience of the financial crisis, but also 
the Madoff fraud and other scandals, will 
impact custodians in particular in the years 
to come, Youngs cautions.
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