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egregious elements have been removed or 
toned down.

Still, for offshore financial centres 
specialising in alternative fund services from 
the South China Sea to the Caribbean, a 
critical uncertainty remains: how (or indeed 
whether) managers and funds outside the 
EU will be able to access European investors 
once the directive is in force. The best case 
would allow funds from non-EU jurisdictions 
to benefit from a European ‘passport’ offering 
the same distribution rights as those enjoyed 
by funds domiciled in Ireland or Luxembourg; 
the continued ability to distribute alternative 

Barely recovered from the turbulence 
resulting from the credit crunch and the 
global economic downturn, the alternative 
fund industry is now on tenterhooks awaiting 
the outcome of negotiations between the 
European Parliament and European Union 
governments on the final form of the 
proposed Directive on Alternative Investment 
Fund Managers. Just over a year after the 
first draft of the legislation was unveiled to 
almost unanimous outrage from all parts 
of the industry, there is now a grudging 
acceptance that the directive will eventually 
become law and that some of its more 

Guernsey confident 
whatever the outcome 

of EU legislation
By Simon Gray
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A new administration 
operating model

By Paul Keltie
The credit crunch and ensuing economic 
downturn have coincided with significant 
changes in the alternative fund services 
industry, both in Guernsey and beyond. This 
has seen some firms slimming down their 
operations – although there has been little or 
no reduction in financial sector employment 
overall in the island – and in many cases 
a rethink of the way service providers do 
business.

Consolidation in the market and a switch 
away from island-centric operating models 
is an important step for Guernsey as the 
industry matures. In the case of HSBC 
Securities Services this is not a development 
precipitated by the crisis but a process that 
has been underway since 2006 as part of 
a long-term strategy, even though the crisis 
may have accelerated it somewhat.

The consolidation process is resulting in 
changes of ownership for a number of fund 
administrators in Guernsey as other global or 
regional service providers enter the market. 
In many cases this involves adaptation of 
the operations to the models and systems 
espoused by the acquirer and depends on 
the ability of management to carry through the 
restructuring required without compromising 
the interests of clients or investors.

As elsewhere in the world, the industry 
is seeing a polarisation between global 
service providers, which operate through 
international networks and offer services 
such as business recovery spread across 
various jurisdictions, and niche firms 
specialising in serving smaller and start-up 
funds that do not require sizable investment 
in more advanced technical services.

With memories of the crisis still fresh, both 
fund managers and their underlying investors 
are paying much closer attention to the 
institutional solidity and depth of capabilities 
of fund service providers. This is an important 
factor in movements of business between 

administrators as managers, having come 
through the upheavals of the past two years, 
start to review their servicing arrangements.

Over the past year or so administrators in 
the island have seen business growth from 
traditional avenues as well as from hedge 
funds domiciled in jurisdictions such as the 
Cayman Islands, evidence that Guernsey 
is capable of competing for this business 
with centres such as Ireland. Its competitive 
advantage, beyond political and economic 
stability, is a highly skilled and experienced 
workforce with particular expertise in 
alternative funds.

The industry is a global one and clients 
expect world-class systems and service 
quality. The island is benefiting from its focus 
on the high value-added elements of fund 
servicing, including specialised areas such 
as compliance and corporate secretariat as 
well as core fund accounting and financial 
reporting operations, while more routine 
functions such as transaction processing are 
outsourced to jurisdictions that offer lower 
overheads and/or larger employment pools.

Local expertise is also a factor in 
Guernsey’s continuing ability to attract 
alternative fund managers and their 
businesses. Several private equity firms have 
had a presence in the island for years, and 
BlueCrest Capital Management is the most 
recent example of a hedge fund manager 
moving part of its business here.

The big unknown, of course, is the 
European Union’s Alternative Investment 
Fund Managers Directive. The best scenario 
would be for Guernsey to receive equivalent 
jurisdiction status and an EU marketing 
passport, but the existing private placement 
route would not be a bad result. Market 
participants continue to press the island’s 
case with influential regulators, legislators 
and industry bodies in a bid to achieve the 
best possible result. n

Paul Keltie is head of fund 
administration with HSBC 
Securities Services in 
Guernsey



GUERNSEY Hedgeweek Special Report Jun 2010 www.hedgeweek.com | 6

funds through private placements would 
be acceptable; the worst case would leave 
external managers and funds effectively shut 
out of the European market.

A compromise on the definitive version of 
the directive was supposed to be reached 
before next month, although this now 
looks unlikely after negotiators from the 
European Parliament and EU member states 
failed to agree a compromise in June. It 
remains to be seen whether complications 
such as the political turmoil in Belgium, 
whose government takes over the rotating 
presidency of the EU Council on July 1, will 
result in fresh delays to what has already 
been an extremely long and tortuous 
legislative process. But in Guernsey at least, 
there is widespread confidence that the 
island’s alternative fund industry will continue 
to survive and thrive whatever the outcome 
of the EU’s deliberations.

As in other offshore fund centres, total 
fund assets domiciled and administered in 
Guernsey declined markedly in 2008 and the 
first half of 2009 under the impact of plunging 
hedge fund performance and massive 
investor withdrawals across the industry, 
but the sector has been back on the growth 
path now for around 12 months. Fund assets 
increased by 7.2 per cent in the first three 
months of 2010, the third successive quarter 
of growth, to a total of GBP197.4bn at the end 

of March, representing a year-on-year rise of 
12.2 per cent.

“The Guernsey fund statistics are really 
quite good,” says Mike Bane, a partner 
with Ernst & Young. “There was net new 
investment during the quarter to the end of 
March, and it was pretty static in the last 
quarter of 2009. That is impressive compared 
with some other jurisdictions, and in fact I’m 
surprised business is holding up so well given 
the massive levels of uncertainty. The markets 
were looking generally healthier toward the 
end of last year than they do now.”

Peter Niven, chief executive of industry 
promotional body Guernsey Finance, says: 
“The past 18 months have been a pretty thin 
time, although good pieces of new business 
are coming through, and the industry is 
slowly but surely starting to take off again. 
Over the next 12 months or so, we’ll see 
assets increasing, but I suspect slowly. 
There is still a degree of caution in the 
marketplace.”

Niven acknowledges that one element 
feeding caution in the industry is the 
continuing uncertainty about the AIFM 
Directive, but he believes that the efforts made 
by his organisation, other members of the 
industry and the Guernsey government to 
discuss with European decision-makers the 
issues it raises – especially the steps already 
taken on the island to provide the level of 
oversight and regulation sought by the framers 
of the directive – will eventually bear fruit.

He has consistently maintained that as 
long as the EU sets out a coherent set of 
rules for third-country funds, Guernsey will 
be able to meet them. Niven says: “We 
have been talking very closely with people 
in the EU who are leading this, particularly 
the [European Parliament] rapporteur, who 
himself acknowledges that the Guernsey 
fund sector is very robust. We already 
adhere to world-standard regulation – indeed 
we believe our regulation is probably higher 
than the level called for in the directive.”

He is critical of the sometimes chaotic 
decision-making process – “It’s crazy that 
this has been allowed to fester and drift 
along, and that different parts of the EU 
want different things” – but believes that if 
the legislation sets out conditions for third-
country fund access, Guernsey will be 
capable of adapting to them: “We will be 

“I’m surprised 
business is 
holding up so 
well given the 
massive levels 
of uncertainty.”
Mike Bane, 
Ernst & Young
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able to fit in with whatever they ultimately 
come up with.”

Niven’s optimism is shared by Gavin 
Farrell, a partner in Guernsey with newly-
merged law firm Mourant Ozannes. “The 
AIFM Directive is a big cloud for all the 
offshore centres, and indeed all non-
EU jurisdictions, including the US, which 
has been protesting about European 
protectionism,” he says. “However, we are 
confident that whether we have private 
placement or passporting arrangements, 
we will be very well placed among the 
offshore ‘club’. We are one of the more 
robust offshore centres and have sufficient 
regulatory and disclosure framework and 
requirements to satisfy the EU, possibly 
unlike certain more exotic jurisdictions.”

Farrell has seen evidence of the uncertainty 
over the directive having a potentially difficult 
impact on Guernsey, noting that main advisers 
to fund promoters are suggesting to their 
clients that they ought to be aware of the 
potential impact of the directive. “Whereas 
before they might have said that the offshore 
route was best for a certain type of product, 
now they are suggesting that the clients might 
also consider an onshore European structure,” 
he says.

Ben Morgan, a partner with Carey Olsen, 
is confident that at the least promoters of 
Guernsey funds will continue to be able to 
access European investors in the same way 
as in the past.   “We believe that the private 
placement arrangements that allow Guernsey 

funds to be marketed into European 
countries could remain in place, but an 
equivalence regime would an added bonus,” 
he says. “Guernsey would comfortably get 
equivalence because it’s actually better 
regulated than most EU countries. The island 
has done pretty well out of the existing 
private placement arrangements over the 
years, but if we can get equivalence for 
some of our funds that would be fantastic.”

Bane is more reluctant to pronounce 
on the outlook for the island until there is 
greater clarity about how its fund business 
will fare under the directive. “A scenario is 
certainly possible where you end up with an 
AIFM Directive that is particularly unhelpful 
for non-EU businesses, including the US,” he 
says. “That scenario would not be great for 
Guernsey – or Jersey.

“On the other hand, if there are 
mechanisms for dealing with the directive 
and the new UK coalition government 
understands the importance of the Channel 
Islands and the Isle of Man as places where 
alternative fund business can be done in 
an appropriate way, the next year could 
be very positive. We are hearing about 
promoters that are interested in redomiciling 
their funds from the wider offshore markets 
to somewhere closer to Europe. Alternative 
fund managers are talking to lawyers and 
our structuring experts about how to use the 
islands, structures and people available to 
meet their needs.”

Alan Brint, head of corporate and 
institutional business for the British Isles at 
RBC Wealth Management, points out that 
the Channel Islands have successfully dealt 
with previous issues raised by EU legislation. 
“We’ve met challenges in the past such as 
the EU Savings Tax Directive, and the overall 
growth in the industry has continued. The 
feeling of the service providers on the island 
is that there will be more challenges ahead, 
but they are ones that we can overcome.”

“We are one of the more robust offshore 
centres and have sufficient regulatory and 
disclosure framework and requirements to 
satisfy the EU, possibly unlike certain more 
exotic jurisdictions.”
Gavin Farrell, Mourant Ozannes
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be a reason these wealthy and high-profile 
people are coming to Guernsey and they 
must have done their homework. Once we 
make it onto their shortlist of places to look 
at, we can really show them what we have 
to offer.”

Niven does not expect Guernsey’s 
attractiveness to be damaged by its expected 
move away from its 0/10 tax structure, which 
exempted most companies from corporate 
income tax but which has come under fire 
for not complying with the ‘spirit’ of the EU’s 
Code of Conduct on Harmful Tax practices, 
which the island has to accommodate 
because of its relationship with the UK.

There is a certain amount of resentment 
that the EU has changed its mind about the 
0/10 regime, which ended tax discrimination 
between domestic and offshore companies, 
but ultimately a change would have a silver 
lining by bringing the government much-
needed extra tax revenues. Says Niven: “It’s 
very debilitating when you go through the 
process of changing your tax regime, it’s 
all nodded through, and then suddenly the 
EU doesn’t like it. Changing a tax regime 
doesn’t happen overnight – we have to take 
everything into account – but the change will 
probably come over next two or three years.

“If we go to a positive rate of tax, it will 
ease a situation that created a so-called 
black hole in our finances. The general 
reduction in business flows has meant 
a reduction in the tax take. The majority 
of our tax is now taken from the banks’ 
business, particularly deposit-taking, which 
has been pretty lacklustre over the past 18 
months with interest rates at an all-time low. 
Fortunately we haven’t yet had to resort to 
further indirect taxes such as VAT. We’re still 
keeping our powder dry there, unlike Jersey 
which brought it in when they went to 0/10.”

Niven emphasises, however, that the fund 
sector will not be included in any return to 
taxation of corporate profits. “We are doing 
another root-and-branch review of the whole 
system, which will take time, but because 
we didn’t want uncertainty, the government 
announced that it would not affect the fund 
sector. It will be carved out and either be 
zero-rated or exempt. The industry can take 
comfort that this will not be a new concern 
to worry about when business flows start to 
pick up.” n

Paul Keltie, head of fund administration 
at HSBC Securities Services in Guernsey, 
notes that the European regulatory issues 
have not stemmed a small but steady flow of 
alternative fund managers that are setting up 
operations in the island. “A number of major 
private equity players have had permanent 
establishments in Guernsey for years,” 
he says. “Most recently, BlueCrest Capital 
Management has established a presence 
here as part of a move to relocate some of 
its operations outside the EU, alongside its 
offices in Switzerland and London.”

These moves are not by chance but 
the result of a concerted campaign to 
encourage the industry to put down deeper 
roots in Guernsey. “We’re working to get the 
message out that we are a friendly place not 
only to put your business but also to live,” 
Niven says. “We’re just a short hop from 
the UK, you can get to Europe very easily, 
and the tax rates are obviously very benign, 
particularly for high earners thanks to the 
GBP100,000 tax cap.”

Guernsey Finance is discussing possible 
relocation with other firms. “There are others 
expressing an interest in the island – not 
everyone wants to go to Switzerland,” he 
says. “It has been helped by people like Guy 
Hands, Jon Moulton and even people outside 
the financial services sector, like Jenson 
Button coming here. People think there must 
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Guernsey’s alternative fund sector has 
emerged from the crisis of the past couple of 
years in good shape, according to industry 
professionals – in part thanks to a new focus 
by service providers on delivering quality to 
their clients. But the ultimate endorsement 
is that some of the biggest names in the 
fund services industry are expanding their 
presence on the island or establishing a 
foothold there for the first time.

“On balance, we’ve come out of what 
has been a pretty dire situation reasonably 
well,” says Peter Niven, chief executive 
of promotional body Guernsey Finance. 
“Business flows are down, but we’ve been 
out there marketing very strongly, so when 

people are ready to come back into the 
market, we will be seen as the place to go. 
Over this period firms on the island have 
been able to take stock, consolidate and get 
themselves back on an even keel in terms 
of service levels, which dropped somewhat 
during the ‘frothy period’ when lots of 
business was coming in.”

Niven is echoed by Gavin Farrell, a 
partner at law firm Mourant Ozannes, who 
adds that the hostile spotlight turned on the 
offshore financial industry also played its 
part. He says: “The crisis has had a positive 
effect by removing any complacency among 
Guernsey service providers from when 
business was always plentiful.

Big players look to 
Guernsey as service 
providers consolidate

By Simon Gray
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Strength where it 
counts

By andy Creber
Guernsey has weathered the financial storm 
and is now well placed to capitalise upon its 
reputation as a well-regulated jurisdiction of 
choice for the investment funds sector. Its 
reputation remains top-tier, as evidenced by 
the scrutiny and reviews it has successfully 
come through, including membership of 
the OECD’s white list alongside Jersey, the 
UK and US.

RBC Wealth Management has also 
come through the financial turmoil intact, 
with an enviable platform that remains in 
growth mode. Its parent RBC has a tier one 
capital ratio and a triple-A credit rating from 
Moody’s. Investors remain comforted by the 
strength and stability of RBC, which has been 
paramount to its success as a fund service 
provider during the market upheavals.

RBC’s Corporate and Institutional business 
segment, through its associated Guernsey 
company, Royal Bank of Canada (Channel 
Islands), is licensed and regulated as a 
custodian trustee and fund administrator, 
with a total of 84 staff providing services to 
funds in the Channel Islands.

Its best of breed approach means that 
regardless of where a fund is domiciled, its 
promoter and directors of the fund can be 
assured of the highest regulatory standards. 
The custodian trustee position has 
traditionally been overlooked by promoters, 
but recently it has played an increasingly 
important role in providing the transparency 
investors now expect from a fund.

RBC C&I continues to see new fund 
and custody business. In addition to 
traditional hedge fund and fund of hedge 
funds offerings, other alternative products 
require an experienced and well-established 
fiduciary overseeing their operation.

Private equity, property and more esoteric 
alternative structures such as funds investing 
in art, antiques, commodities and fine wines 
are growing in popularity as investors seek 

greater diversification of assets within their 
portfolios, in order to reduce the volatility of 
returns while maintaining outperformance. 
With its flexible approach toward such 
products, Guernsey should be a beneficiary 
of this new business.

Guernsey will continue to face ongoing 
challenges, such as finding a replacement 
for its zero-10 corporate tax regime, and it 
will co-operate closely with other jurisdictions 
to ensure it continues to prosper.

External threats such as the European 
Union’s proposed Alternative Investment 
Fund Manager Directive may also challenge 
Guernsey’s fund sector, but the industry and 
government will work to ensure the island 
benefits from the regulatory equivalence 
necessary to compete on a level playing field.

Other future initiatives from the 
international community will undoubtedly 
focus on the standards maintained by 
offshore centres. We will continue to 
respond with professionalism and ensure 
that our regulatory standards remain high, 
maintaining our reputation as a leading 
jurisdiction for financial services business.

Despite the challenges that Guernsey will 
continue to face in the future, members of 
the industry, the regulator and the political 
authorities are committed to ensuring that 
the jurisdiction remains capable of punching 
above its weight.

A prolonged low interest rate environment 
should ensure that alternative funds remain 
a compelling investment choice. Guernsey’s 
strong financial infrastructure and expertise 
including law firms, banks, accountants and 
non-executive directors mean the island 
is well placed to benefit from a growing 
appetite for offshore funds.

RBC C&I remains bullish that the Channel 
Islands as a whole will see further expansion 
in the funds sector, which is set to be one of 
our key growth areas during 2010. n

Andy Creber is director and 
head of the custodian trustee 
department at Royal Bank of 
Canada (Channel Islands)
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Carey Olsen partner Ben Morgan notes 
that while new business is coming to 
Guernsey, funds tend to be significantly 
smaller than they were a few years ago, 
although he believes that might change 
before long. “Guernsey was seeing a far 
greater number of very big funds before the 
crisis set in, but it’s anyone’s guess what 
will happen next,” he says. “My view is that 
the mega-funds will return sooner rather than 
later if the recovery continues, because we 
have a good following among some of the 
biggest fund promoters, and their interest in 
Guernsey hasn’t really abated.”

According to Alan Brint, head of corporate 
and institutional business for the British Isles 
at RBC Wealth Management, new alternative 
fund business coming to Guernsey is in 
some case rather different from the products 
launched up to 2007. “The alternative fund 
strategies we’re seeing have changed quite a 
bit over the past 12 to 18 months,” he says.

“Then the focus was on closed-ended 
funds of hedge funds, but there’s now more 
interest in private equity and property funds, 
which seems as a sector to have made a 
comeback. We’ve had some enquiries about 
more esoteric alternative structures investing 
in assets such as art and fine wines, but 
funds of hedge funds haven’t yet returned to 
pre-crisis levels.”

In addition, Brint says, investors are 
seeing managed accounts as an alternative 
to the traditional fund of hedge funds 
structure because of the advantages of 
transparency and liquidity. “We’re seeing 
a quasi-managed account requirement 
involving segregated accounts for investors 
that hold their own pool of hedge funds, as 
opposed to managed accounts on platforms 
such as Lyxor’s that hold the underlying 
assets of a hedge fund. This represents 
an evolution of the fund of hedge funds 
structure.”

Farrell is also seeing an increase in 
more esoteric asset classes, which he 
says reflects the island’s track record as 
a jurisdiction offering skilled and high-

“The fact that the crisis hit the stream 
of new business coming in has obliged 
providers to reassess the quality of service 
that they were delivering to their clients 
rather than just focusing on quantity. It’s 
never a bad thing for people to go back to 
basics and concentrate on the quality they 
are providing to existing clients rather than 
putting the emphasis on new business.”

Niven also acknowledges that the crisis 
helped to take a bit of the steam out of an 
overheated jobs market in which salary and 
other costs were rising rapidly. “Because 
we’re a small island, the one resource we 
do have difficulty with is people,” he says. 
“That was certainly very difficult during the 
heady days that lasted up to two years ago, 
but we have seen something of a shake-out, 
with firms such as HSBC moving functions to 
Dublin and Luxembourg, and Investec Trust 
closing with the loss of 60 jobs.

“That is disappointing, but there is a bonus 
in that it is releasing resources back into the 
marketplace. The people coming onto the 
job market are in many cases needed by 
companies trying to get their headcount up 
to the ideal level. Unemployment is currently 
around 1.5 per cent, which is high compared 
with what we’ve seen over the past few 
years. There are around 500 to 600 people 
unemployed, but I suspect a lot of them are 
between jobs, because there are companies 
taking people on.”

9 

“On balance, we’ve come out of what has 
been a pretty dire situation reasonably well.”
Peter Niven, Guernsey Finance
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activities, it’s not yet clear whether this will 
be at the expense of smaller administrators 
such as the businesses launched by a 
number of local trust companies over the 
past few years.

“The turbulence of the past couple of 
years has caused service providers to think 
pretty hard about their business,” says Ernst 
& Young partner Mike Bane. “Professionals 
such as law firms and accountants are all 
finding times have been harder. There’s 
still a lot of activity about, and there aren’t 
many redundancies, but it’s harder to make 
each extra dollar than it was two or three 
years ago. But the professional services 
sector is probably no more affected than 
other members of the industry such as fund 
managers, administrators and custodians.

“The administrator community has 
reshaped itself to a significant degree 
over the past two or three years. That 
includes increased onshore-offshoring – 
functions being taken out of the offshore 
environment to more cost-effective 
jurisdictions – particularly among larger 
providers, something that applies equally to 
Luxembourg and Dublin. Some functions and 
activities are moving to low-cost jurisdictions, 
including eastern Europe, India, where a 
number of service providers now have well-
established models, or South Africa.”

Paul Keltie, head of fund administration 
at HSBC Securities Services in Guernsey, 

quality service in a diverse range of areas. 
“Guernsey stands out for its quality of 
service providers as a platform for launching 
products ranging from private equity 
structures and professional open-ended 
structures similar to Cayman mutual funds to 
the large market of closed-ended products 
listed on AIM in London,” he says.

“Once you’ve done one or two of these 
products, it gets out to the market that a 
particular jurisdiction has administrators 
specialised in dealing with similar products. 
There’s a consistent approach because 
people do not want to reinvent the wheel by 
going to another jurisdiction. So we continue 
to benefits from the experience built up in 
Guernsey over the past 10 to 20 years.”

According to Morgan, whose firm acts 
more than 50 per cent of all funds domiciled 
in Guernsey, funds of hedge funds continue 
to dominate the hedge fund sector on the 
island. “Our clients are continuing to use 
Guernsey structures, which historically have 
been mainly protected cell companies, to 
which they continue to add cells. There’s 
also a lot of ongoing activity to restructure 
and consolidate existing vehicles.

“We haven’t seen clients ceasing to 
use Guernsey structures; our core clients 
as well as some new entrants are still 
looking to establish funds of hedge funds 
here. The sector has rebounded from the 
difficult period it went through in 2008 and 
2009. They did feel some pain, but their 
performance came back extremely strongly 
last year, and that has continued this year. 
It remains a key asset class for a lot of 
investors.”

Morgan also believes that listed alternative 
funds, which became a substantial area of 
business for Guernsey in 2006 and 2007, are 
set for a revival. “We expect a resurgence 
in the establishment of permanent capital 
vehicles that invest in hedge fund-like assets, 
entities like BH Macro,” he says. “Guernsey 
has carved out an niche for itself in the 
structuring of offshore listed vehicles.”

Change is also afoot in the island’s 
administration sector, where trends toward 
consolidation and outsourcing of non-core 
functions have been accelerated by the 
crisis. While there is growing interest in 
the island among global institutions that 
are seeking to build up their fund services 

indUStRy

“Guernsey has 
carved out 
a niche for 
itself in the 

structuring of 
offshore listed 

vehicles.”
Ben Morgan, 
Carey Olsen
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administration companies.”
What is less certain is the future of some 

of the smaller players in the market, those 
with more limited international networks or 
that mostly serve small and start-up funds. 
“Some of them might struggle,” Morgan 
says. “There’s always a place for the small 
administrator, particularly for smaller funds 
that may be looking for cheaper servicing 
arrangements, but the greater leverage 
enjoyed by the big fund administration 
houses in terms of manpower, technology 
and processes is pretty difficult to compete 
against for larger pieces of business.”

“Many of these niche firms are run 
extraordinarily well by people with very 
strong contacts in the City. Provided they 
keep their existing clients base happy 
and people continue to bring business to 
Guernsey, they may continue to do well. But 
some of the less well run companies may 
give up because the big newcomers need 
to build a foothold in Guernsey, and you can 
only really do that by taking out some of the 
existing providers.”

Farrell says a number of the smaller 
administration businesses launched over 
the past few years have diversified or been 
acquired. “One or two of the smaller new 
entrants to the market have already divested 
themselves of their fund administration 
business because they reached a level 
where they either had to invest heavily 
because of their new client base or divest 
themselves of it,” he says. “They decided to 
concentrate on their traditional core business 
of trust and fiduciary work.”

However, Bane is more optimistic. “The 
outlook is quite good for the smaller players,” 
he says. “We talk to a number of managers 
that to start with have found it hard to get 
a global provider to take on their business. 
They have also recognised that it would 
be very hard for them to get the attention, 
focus and service they want from a big 
administrator, and that a smaller firm is 
probably a better solution, because they’re a 
more important client.

“Some smaller providers are starting to 
grow, they are gaining a higher profile in the 
marketplace, and smaller alternative fund 
management businesses are interested in 
them because they get a more personal 
service.” n

argues that the industry in Guernsey is 
in a state of flux. “Fund administration 
houses are coming into the hands of new 
owners, and big global players are entering 
the market, while private equity firms or 
management teams are picking up some of 
the niche players,” he says. “All of them are 
looking to extend their global capabilities 
and to change the firms’ business models. 
Previously they were very island-centric, 
but now they are leveraging off their global 
operating models or capabilities they may 
have elsewhere.”

He notes that this process has been 
underway at HSBC Securities Services for 
as long as four years. “As firms move to 
a global operating model, back-office work 
has moved away from the island to other 
jurisdictions,” he says. “There is still value 
in fund accounting, financial reporting, 
corporate secretarial and compliance skills, 
but for certain functions you can find a 
larger, more scalable and more cost-effective 
workforce elsewhere.”

HSBC was an early contributor to the 
wave of consolidation in the industry with its 
acquisition of Bank of Bermuda, including its 
Guernsey fund services business, six years 
ago. Over the past couple of years deals 
affecting the island have included the merger 
of Butterfield Fund Services with private 
equity-owned Fulcrum, the acquisition of the 
Mourant Group’s fund services business 
by State Street, the purchase of Kleinwort 
Benson from Commerzbank by financial 
holding company RHJ International, and 
most recently the absorption by JP Morgan 
Worldwide Securities Services of Schroders’ 
private equity administration business.

According to Morgan, at least two other 
deals in the pipeline may bring other global 
institutions into the Guernsey administration 
market over the coming months. “It does 
suggest that Guernsey has really made a 
mark for itself when big institutions now 
regard the island as a key component of 
their offshore offering,” he says. “A few years 
ago, generally speaking, the administration 
sector wasn’t dominated by the big names. 
A growing trend for Guernsey is that the 
big international fund administration houses 
seem to be setting up here, whereas in 
Jersey – at least historically – the marketplace 
has been dominated by locally-owned 


