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Cowen provides a high-touch, comprehensive 
outsourced trading solution, or supplements 
an existing trading operation, depending on 
the client’s specific needs. We leverage an 
established and experienced team of traders 
in New York, Stamford, Boston, San Francisco, 
Atlanta, London, and soon to be Hong Kong, 
along with our existing international network 
of brokers. Our global reach provides greater 
breadth of information than a traditional 
in-house trading desk.

Our outsourced solution provides exceptional 
value as the client’s trading desk, while averting 
the cost of building and operating an in-house 
infrastructure. This allows managers to convert 
a host of fixed costs into variable ones that can 
be managed on a pay-as-you-go basis.

The outsourced trading model relieves the 
burden of managing people and technology, 
so our clients can concentrate resources on 
alpha-generating functions, including research, 
portfolio construction, and risk management.

Cowen’s Global Outsourced Trading Group provides investment managers with a 
first-rate, cost efficient solution for their trading needs. Our offering is full service, 
multi-asset class, global, and is differentiated by its transparency and level of 
operational support.

Best Outsourced Trading Provider     
Hedgeweek Global  
Award Winner 2019

Best Prime Broker – Client Service
Global Custodian Industry 
Leaders Award Winner 2018

Prime Broker of the Year 
The Trade Leaders in Trading  
Award  Winner 2018
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Navigating a challenging 
environment and 
rising to success 

By A. Paris

The European hedge fund industry ended 
the year with USD486 billion in assets 
under management. The largest portion 

of these funds were domiciled in the Cayman 
Islands. Luxembourg was the next most prev-
alent jurisdiction, which highlights one of the 
key decisions start-up hedge funds need to 
make ahead of launch – that of domiciliation.

Despite experiencing outflows over the 
course of 2019 and navigating a challenging 
capital raising environment, last year saw the 
number of launches in the European hedge 
fund market outpace the number of closures 
for the first time since 2014, according to data 
from Eurekahedge.

A matter of jurisdiction
When looking to launch a fund, aspiring hedge 
fund managers need to choose whether 
to structure their fund offshore or within a 
UCITS wrapper. Before the introduction of 
the Alternative Investment Fund Managers 
Directive (AIFMD), most hedge funds were 
established as offshore structures. The advent 
of the AIFMD however has led to an increased 
number of managers considering onshore 
jurisdictions such as Luxembourg and Ireland.

Shane Coveney, partner at Dillon Eustace 
says: “A key determinant in deciding where 
to set up a hedge fund structure will be tied 
to where the promoter of the hedge fund 

http://www.hedgeweek.com
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– running a similar fund for onshore European 
investors as well as for people who would like 
to invest offshore.”

Outsourcing and speed
Until around 10 years ago, starting or launching 
a hedge fund was an arduous, expensive pro-
cess which took months to complete. The dawn 
of service providers helped alleviate this burden, 
resulting in a much quicker time-to-market.

Andrew Fundell at GC Partners comments: 
“Our job is to help get funds to market earlier. 
The more we can help with the day to day run-
ning of their investments, the more they can 
focus on what they want to be doing, which is 
creating alpha.”

In a report, the Alternative Investment 
Management Association highlights the impor-
tant role outsourcing plays in the journey of a 
start-up hedge fund: “The more staff directly 
employed, the greater the cost — in both 

foresees asset raising being most effective….
Should the asset raising and investor base be 
located in Europe, it is common for start-up 
hedge fund managers to establish structures 
within the EU and seek to avail of the EU wide 
marketing passport which is provided under 
AIFMD and the UCITS regime.”

According to Sam McMurray, Vice President 
at Cowen, offshore structures remain popular: 
“In our experience, 95% of the European allo-
cators we talk to are offshore investors first 
and foremost… Cayman remains the most 
popular offshore jurisdiction, although we see 
increasing demand for onshore ICAV struc-
tures in Ireland that have the ability to take US 
and non-US money via feeders.”

He adds how UCITS platforms are also 
looking for exciting, under the radar emerging 
opportunities out of the US, which is where the 
firm spends most of its time on the UCITS front.

Different investor types
However they are structured, hedge funds need 
to have the ability to onboard different inves-
tor types as they scale up. “The key for most 
funds is having flexibility in structure (typically 
via feeders) to look at different investor types,” 
notes Lawrence Obertelli, Director at Cowen.

For example, when a fund plans to target 
a mix of foreign investors or tax-exempt US 
entities, an offshore structure is generally pref-
erable. Setting up an onshore fund seeking to 
raise assets from such investors will simply 
not work.

 Whether the target investors are family 
offices, sovereign wealth funds or pension 
funds also makes a difference. Each type of 
institutional investor has different needs and 
risk thresholds while also having to abide 
by varying regulations themselves. Start-up 
hedge funds need to be highly cognisant of 
their target client group while also keeping 
their set up flexible to accommodate others 
as they grow.

Joris Groot, Business Development Manager 
Europe at Circle Partners adds: “You need 
to take that [having the flexibility to cater for 
different investor types] into account in your 
business plan. What we see as a result are 
Master-Feeder structures with feeders onshore 
or vice versa, to accommodate both onshore 
European investors and offshore investors. 
People are looking into multi-domiciled struc-
tures or in some parallel structures as well 

A key determinant in deciding where to set up a 
hedge fund structure will be tied to where the 
promoter of the hedge fund foresees asset raising 
being most effective.

Shane Coveney, Dillon Eustace
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direct and indirect terms (office space, supplies, manage-
ment, etc). Using external resources, although somewhat 
costly, negates the need to hire expensive staff to perform 
these functions and also eliminates the need for software 
licenses and a tail on staff costs.”

“Outsourcing certain functions can not only help funds 
to get to market quicker, but also ensure competency and 
expertise in certain areas. Taking on every function directly 
will take a huge amount of time, but there is also a poten-
tial knowledge gap in specialist areas. By outsourcing 
certain functions to specialist providers in those areas the 
fund should be able to save time, costs and also ensure 
they can call on experts,” Fundell adds. An example of this 
is in the area of share class hedging; most funds would 
just use their custodian bank, but the question is whether 
this way, they are getting best execution in terms of pricing, 
and whether their custodian is monitoring hedge perfor-
mance on the funds’ behalf intra month.

Key roles
According to Colin Bridges, Director at Cowen, the two key 
roles an emerging hedge fund needs to fill are those of its 
chief operating officer and the marketer. “Managers should 
be very clear in their minds when exactly these roles will 
feature,” he says. 

Malcolm Goddard, COO of Zetland Capital Partners 
explains: “An experienced COO will save both time and 
money; will have the necessary connections and will rec-
ognise where the bear-traps are. Having another person 
take on COO responsibilities frees up bandwidth to focus 
on marketing and portfolio management; so, if you get the 

right person, it will be the best money you’ll have spent.”
The role of the COO is also shifting as regulatory scru-

tiny has been rising and increased transparency is being 
demanded. In a statement, Jayesh Punater, founder and 
CEO of Gravitas, outlines some of the additional dimen-
sions of responsibility hedge fund COOs are taking on.

 “COOs are now at the forefront of managing firm culture 
and values. With the advent of millennials entering the work-
place, culture and values have become an important stake 
for recruiting and retaining valuable talent. COOs are typi-
cally entrusted to screen for these values and culture traits 
in new recruits while also promoting them within the firm.

“They are also often responsible for navigating profes-
sional development in new ways that are effective and 
resonate with top-tier talent. Instead of traditional incen-
tives such as compensation and title changes, COOs must 
promote new learning opportunities and individual growth 
among top talent, hence maximising their contributions and 
development within the firm,” Punater explains.

He also believes COOs are having a larger impact on 
client-facing marketing activities. This further emphasises 
the importance of the marketer.

The Hedge Fund Marketing Association points out how 
marketing concerns are often given the short shrift when 
a fund is on the launch pad. However, as one of the basic 
functions of a new fund is to raise capital, pushing market-
ing aside makes little sense. “Thousands of hedge funds 
are in competition with each other for capital investment, 
which makes marketing an extremely important focal point 
for any hedge fund, particularly start-ups, because they 
lack a record of performance,” the association says. n

Instead of traditional incentives such as 
compensation and title changes, COOs 
must promote new learning opportunities 
and individual growth among top talent, 
hence maximising their contributions and 
development within the firm.

Jayesh Punater, Gravitas

http://www.hedgeweek.com
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risk), policy documentation and business 
continuity planning.” 

This is of particular relevance given the gap 
in capital raising being witnessed in Europe. 
“Capital raising and early stage investing 
though increasing in popularity, is lagging 
in Europe,” explains Sam McMurray, Vice 
President. “This in turn makes it harder for a 
fund to reach a marketable size for Europe.”

“True Day One money is scarce in Europe, 
unless you receive a seed, which themselves 
are few and far between. Therefore, funds 
must market away from Europe and/or spend 
the first six months building a track before 
marketing proactively. Also, if you’re launching 
with only a small level of capital, it probably 
makes sense to scale down your infrastructure 
and focus on performance. Waiting to get to a 
desired larger AuM level before starting is also 
not advised, as often times timing is everything 
and being able to accept an investment when 
it’s available is key.” McMurray continues.

He also says new funds need to select 
the appropriate investor groups to focus on: 
“All-to-often new managers chase the very 
largest global pension funds that typically 
cannot allocate to them. Family offices, 

Hedge funds looking to launch in 
Europe should be selective in their 
infrastructure investment, identify 

credible target client groups and understand 
the importance of concise marketing mate-
rial which clearly outlines their unique 
selling point.

Cowen’s London-based prime brokerage 
and cap intro team outline some of the chal-
lenges emerging hedge funds may face. Colin 
Bridges, Director, suggests that “funds often 
try to do too much too soon. They can spend 
many thousands of dollars on an institutional 
grade setup for Day One, but if they’re just 
managing friends and family money, that may 
not necessarily be needed up front. Having the 
ability to adapt and improve infrastructure over 
time as needs demand is important.” 

Lawrence Obertelli, Director, comments 
that although start-up managers should plan 
for an institutional mindset at the outset, this 
doesn’t necessarily mean overspending on 
Day One. “They need to have in mind and in 
the business plan exactly what the build-out 
will look like in the first 3-5 years. To name 
a few key areas of focus: robust pre/post 
infrastructure, depth of personnel (key-man 

Selectivity and focus can sort 
the wheat from the chaff
Interview with Lawrence Obertelli, Sam McMurray & Colin Bridges

Colin BridgesLawrence Obertelli Sam McMurray
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HNWIs and FoFs would be a better 
place to start.” He recommends any 
offshore structure should concentrate 
on targeting traditional offshore 
investor regions such as the UK, 
Switzerland and the US. Getting to 
know the right family offices can 
also be advantageous as according 
to McMurray: “This is the sub-sector 
of allocators most likely to possess 
the ability to move early and, equally 
importantly, fast.”

Another point of focus for start-up 
hedge funds, according to McMurray, 
should be their marketing material. 
He notes some may underestimate 
the importance of getting this right: 
“Managers should have a concise 
(2-4 page) teaser in addition to the 
full deck. Both need to clearly out-
line the manager’s USP.” He adds 
funds need to be “more cognisant of 
marketing and the regulation around 
distribution now than ever before. 
They have to be increasingly smarter 
now when approaching investors so 
as to both comply with regulations 
and have a wrapper that suits different 
investor types.”

Across the broader hedge fund uni-
verse, the development of alternative 
service providers is apportioning start 
up hedge funds a number of bene-
fits. Firms like Cowen, which provide 
alternative investment management 
and investment banking services, 
allow European start-ups the perks 

they would get by working with bulge 
bracket firms but with greater care and 
service for smaller players. Bridges 
and Obertelli point out: “A fund with 
a 24 month track record, which has 
been at $50m for 18 months, may 
not get as much cap intro attention 
at a bulge as it would at Cowen, for 
example.”

Discussing the strategies which 
are currently appealing across 
Europe, McMurray says low net strat-
egies tend to be more in demand in 
Europe compared to directional funds. 
“Increasingly, European allocators par-
ticularly the seeders, consider sector 
funds, ,” he says, “Within the equity 
long/short space, healthcare as a 
sector has garnered the most interest, 
with TMT probably coming in second. 
In the credit arena, there’s more of 
an interest for Fixed Income Relative 
Value compared to the US.”

According to McMurray one of the 
main focuses of investors is the value 
or alpha a hedge fund can provide. 
This has been driving the so-called 
“Quantamental” movement as funds 
with a quant or systemic angle rise 
in appeal. He explains that it’s also 
worth noting that European investors 
tend to be a lot more sensitive around 
liquidity than their counterparts in the 
US and Asia. “Therefore, the prolifer-
ation of alternative UCITS funds gives 
them a greater bargaining chip.”

The issues around liquidity in 

Europe are arguably driven by regu-
latory developments, which have also 
impacted other areas of the start-up 
landscape. Bridges elaborates: 
“AIFMD has put increasing focus on 
having a robust infrastructure and 
has controlled how funds market in 
Europe. EMIR and MiFID reporting 
has also put greater transparency 
demands on client’s trading activity 
like never before. 

“It’s important to remember that a 
start-up has a similar level of regula-
tory requirements as an established 
manager with billions of Euros under 
management. In view of this, manag-
ers need to carefully reflect on their 
level of working capital and consider 
paying for certain items themselves in 
order to maintain a palatable TER.”

McMurray adds that in Cowen’s 
understanding, European funds trying 
to register with the SEC as of 2019 
are being stymied as they cannot 
provide data assurances. “The SEC 
is concerned the companies won’t 
be able to give them necessary data. 
This means fundraising limitations are 
being imposed – for instance, recently 
one of our funds failed to gain SEC 
registration on the back of GDPR 
data protection rules. This is in talks 
with a US endowment which usually 
writes managed account tickets of 
USD40 million. Given this SEC hiccup, 
the max ticket the fund manager can 
accept is of USD25 million.” n

C OW E N

Colin Bridges
Director, Prime Brokerage Sales, 
Cowen

Lawrence Obertelli
Director, Prime Brokerage Sales, 
Cowen

Sam McMurray
Vice President, Capital Introduction, 
Cowen

Colin Bridges is a Director in Prime 
Brokerage Sales at Cowen, where he 
focuses on providing financing solutions 
to hedge funds, family offices, asset 
managers, and proprietary traders. 
Colin joined Cowen to help launch their 
London offering in 2016, and previously 
worked at BNP Paribas on their Equity 
Finance team. Having worked within 
Prime Brokerage for the last 11 years, 
Colin helps funds at all stages of their life 
cycle; from start-up to established, with 
a particular focus on European-based 
managers. He holds an BSc in Business 
Administration from University of Bath.

Lawrence Obertelli is a Director in Prime 
Brokerage Sales at Cowen. Over the 
last 14 years he has worked with Hedge 
Funds, Asset Managers, Proprietary 
Trading Firms, Family Offices, Brokers 
and Intermediaries of all sizes. Helping 
them with every aspect of Prime 
Brokerage, Securities Finance, Custody 
& Clearing and Listed Derivatives. Prior 
to joining Cowen, he worked at Global 
Prime Partners (GPP), Societe Generale 
and ING, always within the Prime 
Brokerage sphere. He holds a Bsc in 
Economics from University of London.

Sam McMurray is a Vice President on 
Cowen’s Capital Introduction team, 
which he joined in July 2018. Based in 
London, he is responsible for building 
relationships and sharing ideas with 
European and Asian based allocators. 
Prior to joining Cowen, he was an 
Investment analyst at Tesco Pension 
Investments, on the alternatives team. 
He graduated from the University of 
Birmingham with a BSc Degree in 
Economics, and is a CAIA charterholder.
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Emerging hedge funds risk getting lost in the melee 
as large investment banks streamline their service 
offerings. Banks are tightening their fees and rais-

ing restrictions on clients which is leading to smaller and 
start-up hedge funds being left in the lurch.

In response to this quandary, the market is seeing a shift 
towards firms leveraging the services of specialist third 
party administrators who enable emerging hedge funds to 
cost-effectively scale their back-office functions while main-
taining operational agility. 

“We are seeing the emergence of an increasingly under-
served sector of the market; start-up entities or those with 
assets of less than EUR150 million to EUR200 million. 
These firms often don’t meet the required criteria for incum-
bent institutions, meaning they face significant limitations 
in terms of the service providers they can use,” explains 
Andrew Fundell, Chief Commercial Officer at GC Partners.

Driven by client demand, the firm began to offer out-
sourced administration services in 2013 for firms looking to 
streamline their operations functions. 

“By working with a specialist third party administrator 
(TPA), firms gain access to efficiencies of scale which 
are often out of reach for smaller fund houses. We dif-
ferentiate ourselves by leveraging architecture that scales 
efficiently and focusing on agility in process design and 
implementation, unlike industry incumbents whose legacy 
infrastructure often results in prolonged onboarding, com-
plex integrations and significant costs”.

“We appreciate the challenges that new funds face 
and by leveraging our modular suite of services we can 
deliver tailormade solutions, often drastically reducing time 
to market. Specialist TPA’s have evolved to alleviate the 
administrative burden placed on hedge fund managers 
allowing them to focus on core activities”, Fundell outlines.

An important element in the provision of such services is 
access to existing integrations with service providers which 
firms traditionally have to engage directly. Specialist TPA’s 
such as GC Partners work closely with a broad range of 
market participants giving firms a single point of contact. 
An example of this is in the demonstration of best execu-
tion, a TPA allows access to multiple liquidity providers via 
a single platform solution negating the need for multiple 
individual providers.

Fundell believes start-up hedge funds will continue to 
be one of the firm’s main growth drivers: “Over 50% of the 
clients within GCS are start-up funds and we plan to con-
tinue expanding our service offering by driving innovation 
in this space.”

“The way the market is developing it is clear that the 
incumbent institutions are not going to be opening their 
arms to smaller funds. Therefore, specialist firms like us 
across all areas of investment services are becoming 
increasingly important.” n

A lifeline for emerging 
hedge funds 

Interview with Andrew Fundell

Andrew Fundell
Chief Commercial Officer, GC Partners

Andrew is responsible for commercial development and strategy 
within GC Partners and was promoted to the board of directors in 
2017. With over a decade’s experience within the foreign exchange 
& payments industry, Andrew has been spearheading the growth 
of GC Partners offering towards the investment & fund sector with 
a specialism in share class hedging, client money solutions and 
services to support the investment administration services sector. 

The way the market is developing it is clear 
that the incumbent institutions are not going 
to be opening their arms to smaller funds.

Andrew Fundell, GC Partners
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I n the current challenging capital raising environment, 
emerging hedge funds need to juggle a number of 
priorities, including having a clear business plan and 

building a strong track record. But a key element in deter-
mining a start-up hedge fund’s fate is keeping a close eye 
on expenses.

“You want to keep your expenses under control, 
because if these are too high, then your performance 
comes under pressure,” explains Joris Groot, Business 
Development Manager Europe, Circle Partners.

He says cost needs to be considered in several crucial 
decisions start-up hedge funds need to make, for example 
choosing their service providers. “They can choose to go 
with a big prime broker, which might be the right choice 
from a reputational perspective but can have a significant 
impact on their total expenses if the prime broker’s mini-
mums are not met,” Groot adds.

The choice of a fund domicile can also have bearing 
on a hedge fund’s total expenses. The regulatory develop-
ments in a jurisdiction like the Cayman Islands, where all 
funds must now hire an auditor and apply for registration 
with the regulator, can incur additional cost. “Funds need 
to make the right decision in this regard,” notes Groot, “If 
you can’t keep your cost level under control then it’s not 
feasible to launch.”

The group of investors a start-up fund aims to target will 
also influence the choice of jurisdiction. “Start-ups need 
to ask themselves where their target investors are based 

because that will ultimately decide where they will domicile 
the fund,” says Groot. 

Fall-out in a post-Brexit environment could also have an 
impact on start-up hedge fund domiciliation. Groot com-
ments: “The exact outcome of Brexit and how it effects 
marketing into Europe and the impact it has on the AIFMD 
will make a huge difference to start-up hedge funds. We do 
see more attraction in onshoring in Luxembourg for exam-
ple, driven by the uncertainty of Brexit and the implications 
of its effect on AIFMD.”

Groot also comments on the current difficulties funds 
may face in raising capital: “Capital raising is going to be 
the biggest challenge for all new start-ups. It is a difficult 
time for hedge funds in general but the institutionalisation 
of the product has seen money flow into the bigger hedge 
funds rather than into the smaller and new launches.”

The uncertainty around capital allocated and committed 
is also resulting in funds taking longer to go to market. 
Groot says: “We do see that people are taking much longer 
to launch;  it definitely takes longer to get the expected 
capital so we advise hedge fund managers not to over-pre-
dict their capital raising capabilities because it definitely 
takes longer than they may expect.”

In order to go to market faster, emerging hedge funds 
need to make sure they have their committed capital in 
place. Then, service providers, like Circle Partners which 
aims to provide fund administration specifically catering 
for emerging funds, aim to do everything in their power to 

Start-ups to keep cost 
under control

Interview with Joris Groot
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such as these, which emerging managers may 
not have been previously aware of.

Despite the potential hindrances in launch-
ing a new hedge fund, Groot believes a 
distinctive investment strategy can take a new 
fund over the line: “You need to know what 
you’re pitching. If you have a unique, niche 
investment strategy then there is always 
opportunity to go for it.”

Differentiating oneself in a crowded market 
is another determinant of a start-up hedge 
fund’s success. Groot advises: “Don’t under 
predict your expenses and don’t over rate your 
capital raising capabilities. There are a lot of 
funds out there trying to raise capital and even 
the bigger hedge funds are aiming for money 
from high net worth individuals and family 
offices. Everybody is trying to fish in the same 
pond so you need a clear message on who 
you are, what you want to do and what makes 
you different. And if you can’t get across 
that message then you will have difficulty in 
raising capital.” n

help with this. Groot elaborates: “We counsel 
on service providers that would be a good fit, 
with quality in mind. We can accommodate a 
banking solution which is one of the biggest 
challenges for a lot of them, which helps.”

The Circle Partners’ client service model 
aims to be hands-on and provide clients with 
dedicated teams who are responsive, acces-
sible and deliver a proactive service. The firm 
commits to taking a flexible approach to ser-
vices delivery, tailoring its service solutions to 
the specific needs of the individual client. 

Groot goes on to outline the different busi-
ness aspects start-up hedge funds need to 
plan for when setting themselves up: “A lot 
of people underestimate the work that needs 
to go into launching a hedge fund. It’s more 
than just setting up a fund – you’re setting up 
a company. You need to think of your IT, loca-
tion, staffing, appointing a fund administrator, 
prime broker and all the service providers. All 
of this needs to be done while keeping an eye 
on your investment strategy, building your per-
formance and track record. You’re running a 
business, and this is something start-ups need 
to keep in mind.”

Managers with less than EUR100 million 
in assets might struggle to find the right third 
party partners to work with. This is an area 
in which Circle Partners can assist. Groot 
explains: “We’re an independently and pri-
vately owned fund administrator and so we 
are agnostic to all other providers in the whole 
structure of the fund. We work alongside 
them and help them make the right choices. 
For example, we can easily let these smaller, 
newly launched hedge funds make use of our 
network, introduce them to the right prime 
broker, the right lawyer and support them in 
getting the right operational support in place.”

Another discussion Groot says he has with 
start-up hedge funds, is around domiciliation, 
where the potential pitfalls are and where 
they can find pockets of opportunity: “We’ve 
recently regulatory changes coming into 
force in the Cayman Islands and BVI. These 
developments haven’t been positive for the 
emerging manager landscape. These start-ups 
are all looking for a supportive domicile for 
their funds and the additional compliance and 
regulatory pressure leads to a significant cost 
burden, which in turn is not a great driver for 
success to launch.”

Circle Partners aims to shed light on issues 

Joris Groot
Business Development Manager, Circle Partners

Joris Groot is Business Development Manager at Circle Partners for the 
European business. He joined Circle Partners in 2017 after spending more than 
15 years in various sales and relationship manager roles at ABN AMRO Bank 
and Fortis Bank.

Capital raising is going to be the biggest challenge 
for all new start-ups.

Joris Groot, Circle Partners

http://www.hedgeweek.com
mailto:jgroot%40circlepartners.com?subject=


www.gcpartners.co   T. +44 (0) 203 763 9870  

3rd Floor, 100 New Bond St, Mayfair, London W1S 1SP

We  
understand 
           your  
      challenges…

We work alongside your existing administrator 
allowing you to focus on performance 

 

/ Share class & Portfolio hedging 
/ Subscription and redemption payments 
/ Bank accounts 
/ Foreign currency exchange solutions 

 

Our service  
is our currency
www.gcpartners.co    
hello@gcpartners.co  /  +44 (0) 203 763 9870  
3rd Floor, 100 New Bond St, Mayfair, London W1S 1SP

Global Currency Exchange Network Ltd trading as GC Partners is authorised by the Financial Conduct 
Authority under the Payment Services Regulations 2017 for the provision of payment services (FRN 504326) 
  
Global Custodial Services Ltd trading as GC Partners is authorised by the Financial Conduct Authority and 
holds Part IV Permissons under the FSMA 2000 (FRN 595875)

HEDGWEEK A4 Master.qxp_Layout 1  10/03/2020  19:18  Page 1

http://www.gcpartners.co
mailto:hello%40gcpartners.co?subject=
http://www.Currency
http://www.Currency


EUROPEAN HEDGE FUND STARTUP GUIDE | Mar 2020 www.hedgeweek.com | 15

E V E R S H E D S  S U T H E R L A N D

favoured offshore, low tax jurisdictions like 
the Cayman Islands, but more recently the 
dedicated fund vehicles available in onshore 
domiciles like Luxembourg and Ireland have 
been attracting more attention. This is a 
particularly appealing option for investment 
managers hoping to market to investors in 
the EU, as funds established in EU Member 
States are eligible for the AIFMD marketing 
passport, which grants continent wide market 
access using the fund’s home state’s author-
isation. When deciding whether to set up the 

Selecting the fund domicile which best 
suits an emerging hedge fund strat-
egy is one of the key decisions facing 

investment managers ahead of launch. The 
choice they make at the outset will have far 
reaching regulatory and tax consequences 
throughout the life of the fund.

Law firm Eversheds Sutherland notes that 
in making this choice, a manager needs to 
take into account the preferences and loca-
tion of the fund’s seed and target investors. 
Historically, hedge fund managers have 

Choosing a domicile – 
a keystone decision

By Ben Watford
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hedge fund in the Cayman Islands, Ireland or Luxembourg, 
a start-up manager should keep a few key points in mind:
• Flexibility: Can the fund vehicle be tailored to the fund’s 

investment strategy and its target investors?
• Limited Liability: Who is liable for the fund? Most fund 

vehicles will limit the liability of investors to the amount 
they have invested in the fund; a protective measure that 
ensures that investors will not assume unlimited liability 
for investments managed by someone else. 

• Tax efficiency: Is the vehicle tax efficient? Unfortunately, 
there is no easy answer to this question and a proper 
comparison of any given vehicle would depend on a 
number of factors, including the domicile of the manage-
ment company, where the fund is offered and where its 
investors are based. 

• Regulation: What kind of regulatory regime will the fund 
operate under? This obviously varies depending on the 
chosen domicile: funds established in Germany and 
Chile will operate under different regulatory regimes. 
However, there is differentiation within jurisdictions too. 
For example, different fund vehicles may be eligible for 
different regulatory regimes within a single jurisdiction. 
This variability should be taken into account when con-
sidering the hassle (and cost) of regulatory compliance.

Cayman, Luxembourg or Ireland?
While there are many options available to prospective 
hedge funds, it can often be helpful to focus on the most 
popular vehicles and structures within each jurisdiction. 
Luxembourg and Ireland both offer tailored fund regimes – 
the ICAV (regulated as a QIAIF) and the RAIF – which are in 
direct competition for prospective EU fund launches. 

Understanding how these vehicles are similar, what 

differentiates them and how they all compare to funds 
domiciled in the Cayman Islands can help clarify the 
options available to new managers.

The table above shows a high-level comparison offering 
an overview of some of the core differences between these 
jurisdictions. n

Ben Watford
Partner, Head of Hedge Funds,  
Eversheds Sutherland

Ben Watford is a Partner in the London office of Eversheds 
Sutherland and leads the Hedge Fund practice, advising tier one 
funds to start-ups, and everything in between. Ben has worked on 
a wide range of alternative investment funds for fund managers, 
family offices, sovereign investors and entrepreneurs, domiciled 
in various jurisdictions including the Cayman Islands, Ireland, 
Luxembourg, Channel Islands, BVI, Malta, UK, and the US.

Luxembourg, Ireland, Cayman: Jurisdiction comparison table

Luxembourg RAIF Irish QIAIF/ICAV Cayman Islands
Investment restrictions? General risk spreading 

requirement, (unless the RAIF 
invests exclusively in Risk 
Capital)

Limited regulatory restrictions None

EU AIFM required? Yes Yes No

Authorised/regulated 
product?

No Yes – CBI authorised Yes – CIMA regulated

Master-feeder possible? Yes Yes Yes

Master fund prospectus 
required?

Yes Yes No

Local directos required? No Yes No

Access to AIFMD markeing 
passport?

Yes Yes No

Access to AIFMD NPPRs? Not applicable Only if non-EU AIFM Yes

Umbrella structure possible? Yes Yes Yes

Management passport? Must have EU AIFM but can 
be non-Luxembourg i.e. AIFM 
with EU passport

Only if EU AIFM No
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As a global top 40 law practice, Eversheds Sutherland provides legal services to a global client 
base ranging from small and mid-sized businesses to the largest multinationals, acting for 66 of 
the FTSE 100, 73 of the Fortune 100 and 119 of the Fortune 200.

With more than 3,000 lawyers, Eversheds Sutherland operates in 69 offices in 34 jurisdictions 
across Africa, Asia, Europe, the Middle East and the United States. In addition, a network of more 
than 200 related law firms, including formalised alliances in Latin America, Asia Pacific and Africa, 
provide support around the globe.

Contact: imogentoomey@eversheds-surtherland.com | +44 (0)20 7919 4500
www.eversheds-sutherland.com

Circle Partners is a company that was founded on delivering personalized services to our clients. 
This is at the heart of what we do. We take a professional and friendly approach building long 
term relationships based on trust and reliability. Our highlights:
• An independent and privately owned Fund Administrator
• Established in 2000
• Global offices in The Netherlands, Slovakia, Luxembourg, United States, BVI, Cayman, 

Curacao, Hong Kong, and Singapore
• More than 100+ people divided over offices in different time zones
• More than 300 clients; offshore and onshore in a wide range of asset classes
• In excess of USD 10bn of assets under administration
• ISAE 3402 II certified
Contact: Joris Groot | jgroot@circlepartners.com | +31 33 467 3880www.circlepartners.com

Established in 2003, GC Partners helps its clients, both corporate, institutional and private 
individuals to transfer money to over 125 markets across the world. Irrespective  of industry sector, 
our portfolio of services enables clients to manage their currency exposure and achieve the best 
possible returns. Our experience within the fund and investment sector has enabled us to work 
with some of Europe’s leading funds and offer share class hedging, client money solutions such 
as bank accounts, subscription and redemption payments & investor due diligence incl AML, KYC.

Contact: Mark Joseph | mark.joseph@gcpartners.co | +44 (0)7762 666426
www.gcpartners.co

Cowen Outsourced Trading provides investment managers with a first-rate, cost efficient solution 
for their trading needs. Our offering is full service, multi-asset class, global, and is differentiated 
by its transparency and level of operational support. Cowen Inc. (“Cowen” or the “Company”) is a 
diversified financial services firm that operates through two business segments: a broker dealer 
and an investment management division. The Company’s broker dealer division offers investment 
banking services, equity and credit research, sales and trading, prime brokerage, global clearing 
and commission management services. Cowen’s investment management segment offers 
actively managed alternative investment products. Cowen Inc. focuses on delivering value-
added capabilities to our clients in order to help them outperform. Founded in 1918, the firm is 
headquartered in New York and has offices worldwide.

Contact: Jack Seibald | jack.seibald@cowen.com | +1 516 746 5718www.cowen.com
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