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established alternative fund industry is the 
potential effect of a proposed European 
Union directive that appears likely to 
encourage EU-based managers to domicile 
their funds within the 27-member grouping 
and, at the least, to complicate the marketing 
efforts of managers or funds based outside.

However, with the Directive on Alternative 
Investment Fund Managers still in first 
draft form and with the proposals under 
fire both from the fund industry for being 
excessive, costly and constraining and from 
EU politicians who believe the legislation’s 
provisions will be too easy to sidestep, it is 
not clear enough what kind of end-product 
is likely to emerge for professionals in 
Guernsey to plan ahead with confidence for 
the market conditions it will usher in.

On the other hand, they say, the island 

Around the world, jurisdictions that have built 
up a significant business as a domicile or 
administration centre for hedge funds and 
other alternative investments are bracing 
themselves for the impact of new regulations 
and legislation that are being hastily drafted 
in a bid to curb the perceived excesses of 
the past decade or so. Although there is 
scant evidence that alternatives played more 
than an incidental role in the dislocations 
to the global financial system of the past 
two years, they have found themselves in 
the firing line of politicians and regulators 
anxious to demonstrate that they are taking 
the problems in hand.

For a jurisdiction like Guernsey, which 
serves a predominantly European clientele, 
one of the biggest headaches for members 
of the island’s substantial and well 

Bracing for the 
new regulatory 
environment

By Simon Gray
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Changes in store for 
fund managers’ pay?

By Joe truelove

Executive remuneration is a hot topic in the 
media right now, and hedge fund managers 
have found themselves, unwillingly, part of 
the debate. The fact that many individuals 
have received a significant portion of their 
annual salary in a cash lump sum is being 
blamed as a contributory factor in the 
credit crisis.

The issue is particularly acute at 
banks that have passed into government 
ownership. President Barack Obama has 
capped executive pay at banks bailed out by 
the US government to USD500,000, a salary 
cap has been imposed in Germany, and 
there is pressure on publicly-backed banks in 
the UK – fanned by news reports on the size 
of bonuses due to staff and management at 
‘failed’ banks.

How does this affect the typical 
fund manager who doesn’t work for a 
nationalised bank?

At a seminar last September entitled 
How Far Does the Industry’s Compensation 
Culture Threaten its Future? How Can We 
Fix It?, the Securities and Investment Institute 
noted: “The public believes that greed is 
endemic in financial services and is the 
root cause of the banking crisis. Regulators 
appear to agree. Can the industry take action 
to put its house in order, or is it already 
too late to avoid regulatory involvement in 
compensation structures?”

Last October the Financial Services 
Authority wrote to industry members that 
“inappropriate remuneration schemes may 
have contributed to the present market 
crisis”. The UK regulator cited as bad or 
poor practice bonuses paid wholly in cash, 
with no deferral in the bonus element and 
assessed on the results of the current 
financial year.

Investment firms may not cut staff 
remuneration simply on the basis of a letter 

from the FSA, but there has been a surge in 
interest in alternative incentive schemes such 
as deferred cash bonus programmes, share 
options, employee benefit trusts holding 
shares in the investment management 
company or partnership interests in an 
investment management limited partnership. 
Different options will suit some firms better 
than others.

Hedge fund firms that are short of money 
may be happy to fall into line with the FSA 
and pay bonuses in shares rather than cash. 
An alternative, to defer payment and base it 
upon performance, might also offer a cash 
flow benefit to the business.

In the meantime the cash can be invested. 
With listed fund managers, it could be used 
to help to maintain the share price. With 
unlisted management firms, the employee 
benefit trust could provide a market for 
staff to buy and sell shares annually at an 
independent valuation.

Deferred cash bonuses could be invested 
into the underlying funds for which the 
employees are responsible, a particularly 
appropriate way of structuring an incentive 
plan. The employer might be freed of the 
requirement to pay deferred cash bonuses 
if the staff member in question leaves the 
firm, perhaps reducing the pain of losing a 
star manager.

Another way for employers to cut 
benefits is through a ‘malus’ – the opposite 
of a bonus. A bonus awarded for good 
performance might be reduced or wiped out 
by a malus the following year in the event of 
poor performance. UBS is widely reported to 
have implemented this concept already.

Finally, with share values at their lowest 
level in years, it appears a great time to 
grant share options to employees with the 
prospect of prices rising over the coming 
months and years. n

Joe Truelove is head of 
business development for 
corporate clients at Kleinwort 
Benson in Guernsey
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has the potential to be a winner in a new 
global environment where hedge funds are 
subject to much closer regulatory scrutiny 
and where high standards of corporate 
governance are viewed as a cornerstone of 
checks and balances designed to protect 
investors. In this regard, Guernsey can claim 
to be ahead of the global trend.

“As a result of the financial turmoil we’re 
seeing a lot more focus on the regulatory 
environment, particularly the G20 meeting in 
April and moves to ensure that perceived tax 
havens are being properly regulated,” says 
Alan Brint, head of corporate and institutional 
business for the British Isles at Royal Bank 
of Canada in the Channel Islands.

“For many years Jersey and Guernsey 
have positioned themselves not as tax 
havens but financial centres with significant 
expertise and infrastructure to support 
their products, which is obviously be an 
advantage. Both islands have met the 
regulatory requirements head-on and in 
some respects have anticipated them.”

Brint acknowledges that the draft EU 
directive seems designed to discourage 
fund promoters from using domiciles outside 
the union and to erode the advantages 
of traditional offshore centres, but adds: 
“Having been in the fund industry since 
1979, I’ve seen a lot of tax and regulatory 
changes in the UK and Europe that at the 
time threatened to be a death-blow to the 
industry. However, there have always been 
new opportunities for the industry to take 
advantage of, and hopefully there will be 
again this time.”

He is echoed by Stephen Cuddihee, a 
director of Praxis Fund Services, who says: 
“People will look to jurisdictions with a strong 
regulatory environment, and Guernsey is 
very well positioned to take advantage of 
that. We continue to benefit from our strong, 
vastly experienced infrastructure of lawyers, 
accountants and fund administrators, and 
we’re very well positioned to continue to 
pick up business as we come out of the 
economic crisis.”

It helps that when the G20 nations 
commissioned the Organisation for Economic 
Co-operation and Development to assess 
the willingness of international financial 
centres to adopt international standards of 
transparency and exchange of information 
on tax issues, Guernsey (along with fellow 
crown dependencies Jersey and the Isle 
of Man) was adjudged to have met and 
implemented them satisfactorily, says 
Andrew Walters, a partner with Guernsey 
law firm Ozannes. “Being white-listed by the 
OECD has helped Guernsey’s image and 
provided a defence against criticism from 
abroad,” he says.

“We were delighted we got through 
the barrier to be white-listed, but I didn’t 
think we ever had a difficulty because we 
covered all the bases by having signed at 
least 12 bilateral tax information exchange 
agreements,” says Peter Niven, chief 
executive of Guernsey Finance, the island’s 
promotional organisation for the industry.

He believes that this year’s initiatives to 
persuade – or compel – jurisdictions such as 
Switzerland to ease their financial secrecy 
rules marks a major breakthrough because it 
brings significantly nearer the “level playing 
field “ promised to offshore centres that 
began to co-operate with the OECD on tax 
issues around a decade ago.

“I don’t think places like Switzerland ever 
thought it would be followed through in the 
way that it has,” Niven says. “Switzerland 
has come under scrutiny from many different 
directions, including the UBS case in the US, 
and it is having to change their ways. From 
the point of view of Guernsey, which has 
never had nor seen the need for secrecy, it 
will hopefully create more of a level playing 
field in the future.”

He believes that a combination of pressure 
from the international community and the 

3 
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Striking the right 
balance on regulation

By Andrew walters and James Clyne
appointed. The GFSC will not require a prime 
broker to undertake formal oversight of the 
fund manager, and is prepared to relax the 
requirement for physical segregation of the 
fund’s assets from its own.

The regulator has recognised that some 
types of funds, including both hedge funds 
and funds of hedge funds, may have 
difficulty in determining net asset values 
promptly where time is needed to establish 
the value of particular assets within the 
portfolio, such as underlying funds, which 
can also raise an issue when their valuation 
dates differs from that of the fund of funds.

The GFSC is prepared to allow preliminary 
estimations in such situations. As a result, 
subscription monies could be accepted before 
the final number of shares to be allocated is 
determined, and interim redemption monies 
paid out of a fund subject to final adjustment 
once NAV is ascertained.

Another area of innovation in Guernsey 
has been the introduction of Registered 
Funds and Qualifying Investor Funds. These 
categories of fund have further streamlined 
the approval process for both open-ended 
and closed-ended funds by offering fast-
track GFSC registration within three working 
days of receipt of the requisite documents. 
The onus falls on the Guernsey fund 
administrator to conduct due diligence on the 
fund’s promoter and structure, and to certify 
to the GFSC that the proposed fund satisfies 
registration criteria.

The regulator has adopted a pragmatic 
and flexible approach to hedge funds, rather 
than the more dogmatic approach found 
in many other jurisdictions. Guernsey’s 
proximity to European financial centres, 
its reputation for stability, strong corporate 
governance standards and flexible regulation 
are all factors that are set to help the island 
continue to flourish as a domicile for hedge 
funds and funds of hedge funds. n

The global economic downturn may have 
caused investors the world over to tighten 
their purse strings, but many fund promoters 
have seized the opportunity to capitalise 
on the opportunities offered by the new 
economic environment.

Guernsey has long been regarded as 
a well-regulated financial centre and has 
sought to achieve the right balance between 
investor protection and business efficacy. 
By applying sensible regulatory principles, 
the island’s regulator has been comfortable 
authorising hedge funds and funds of hedge 
funds. Despite the losses suffered by many 
hedge funds last year, legitimate financial 
products offering investors an opportunity to 
spread risk and diversify their portfolios are 
still welcomed by the Guernsey Financial 
Services Commission.

Significant weight has been attached to 
Guernsey’s presence on the ‘white list’ of 
jurisdictions that have met the internationally 
agreed tax standards set out by the 
Organisation for Economic Co-operation and 
Development. This list was published in April.

Guernsey has decades of experience in 
providing fund products, and its fund industry 
is capable of managing and servicing a wide 
range of alternative investment products. 
Examples of such products already domiciled 
in Guernsey include the Bluecrest AllBlue 
Fund, Marshall Wace’s MW TOPS (at launch, 
the largest publicly-traded closed-ended 
European hedge fund) and FRM’s Absolute 
Alpha Fund PCC.

The growth of hedge funds in Guernsey 
has been encouraged by the regulator’s 
relaxation of the rules governing funds 
that target institutional or expert investors, 
including its willingness to waive its usual 
requirement that open-ended funds appoint 
a Guernsey-resident custodian where a 
prime broker regulated in an acceptable 
jurisdiction and with substantial net worth is 

Andrew Walters (top) is a 
partner and James Clyne an 
associate with Ozannes
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demands in particular of institutional investors 
are already changing global attitudes toward 
the way alternative investment vehicles are 
structured and managed. “Investors are 
looking for strong corporate governance 
and directors that look after the interests 
of shareholders, rather than the fairly loose 
board structures found in places such as 
Cayman and the BVI,” he says.

“The issue of substance ties in with our 
corporate governance code and our day-to-
day practices, which is why fund promoters 
are continuing to come here, and we will 
benefit further from any crackdown by the 
US on jurisdictions that are perceived to 
fall short of  the required regulatory and 
transparency standards. People will have to 
change their mindsets. You can’t go on with 
unregulated vehicles and peripatetic boards 
sitting on whichever beach they want to.”

However, Niven cautions that rival 
alternative fund jurisdictions in the Caribbean 
will make strenuous efforts to get onto the 
OECD’s white list (Bermuda has already 
done so by concluding the required number 
of tax information exchange agreements), 
and that the barriers to doing international 
business will continue to rise in the future.

“We have been told this isn’t the end of 
the story,” he says. “For example, the old 
distinction between tax avoidance and tax 
evasion has now gone. It’s now a question 
of where the marker will be set on what 
constitutes acceptable means of achieving 
tax efficiency. We’ve just had a shot across 
the bows, and it’s an issue we need to 
watch very closely.”

Fund industry professionals in Guernsey 
believe the OECD designation finally nails 
the myth that the island is a tax haven. 
“We’re a low-tax, tax-neutral jurisdiction that 
allows people to do business without lots 
of bureaucracy or punitive tax rates,” says 
Joe Truelove, head of business development 
for corporate clients at Kleinwort Benson 
in Guernsey. “Investors in Guernsey funds 
pay tax in their home jurisdiction. It’s very 
transparent – we’ve got nothing to hide and 
nothing to fear.”

In the meantime, the authorities are 
continuing their efforts to respond to the 
financial industry’s changing needs with 
new laws and rule-making where necessary. 
“There’s plenty of activity in the regulatory 

and legislative pipeline,” Walters says, “but 
the authorities are waiting for the latest visit 
and report by the International Monetary 
Fund before pushing on with their legislative 
agenda.”

Niven says that amendments are already 
being drawn up to address “things that 
slipped through the net” in Guernsey’s 
companies legislation, which was enacted as 
recently as last year, but initiatives such as 
changes to the regulatory regime governing 
hedge funds will be left until after the IMF 
inspection. He adds: “We have some things 
in the pipeline that we’d like to put in place 
to speed recovery from the downturn, but 
we’re keeping quiet at the moment so that 
the competition doesn’t hear about them.”

He acknowledges that the downturn is 
prompting a rethink of some of the details 
of the island’s 0/10 tax strategy, which 
lowered the corporate income tax rate for 
all Guernsey companies to zero last year 
to resolve a dispute with the EU about tax 
rates that discriminated between local and 
offshore companies. The plan, drawn up at 
the height of the financial industry boom, 
envisaged using financial reserves to sustain 
the government temporarily in the hope that 
increased business activity would help to 
make up the shortfall in fiscal receipts.

However, the decline in other sources 
of revenue may well require efforts to raise 
taxes from new sources. Says Niven: The 
strategy was conceived at a time when 
business was booming, but now the so-
called ‘black hole’ caused by the move to 
zero is bigger than originally forecast, and it 
will be more difficult to fill. We are unlikely 
to put up the basic tax rate for individuals, 
but there’s n opportunity to raise more from 
indirect taxes, which have always been very 
low. Conceivably we may, like Jersey, bring 
in a low-rate value-added tax or goods and 
services tax to help balance the books.

“The policy was to watch the fiscal 
position for two or three years and meet the 
deficit from the ‘rainy day’ fund, but if the 
black hole is deeper than originally thought 
it will use up the fund more quickly, so we 
may have to react with increased taxes. If 
we had had a crystal ball and foreseen the 
downturn, we might not have done what we 
did, but now the authorities have to react to 
deal with the consequences.” n

6 
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The impact of the global financial and 
economic downturn on the alternative fund 
industry is starkly illustrated by a significant 
decline in the total assets of funds under 
management and administration in Guernsey 
in the first quarter of 2009, but the island’s 
fund service providers believe the jurisdiction 
will be well placed to recover once a global 
rebound kicks in.

At GBP175.9bn, the total value of funds 
domiciled or serviced in Guernsey fell by 
GBP27.9bn over the 12 months to the end 
of March, a decline of 13.7 per cent. Most 
of the drop came in the first three months 
of 2009, which saw full assets slip by 
GBP24.5bn (12.2 per cent), according to the 
Guernsey Financial Services Commission.

The regulator says the decline is largely 
down to a decrease in hedge fund assets 
since the end of last year – presumably 

mostly down to redemptions – but that a 
rebound in global equity markets after the 
end of March, which helped to produce 
hedge fund returns averaging as much as 5 
per cent in May, are set to have restored the 
industry to growth during the second quarter.

Peter Niven, chief executive of promotional 
agency Guernsey Finance, points out that 
although the industry performed robustly 
in the final months of 2008 in the face of 
extremely difficult market conditions, the 
value of fund assets was always expected to 
slump in the short term given the fragility of 
investor confidence.

“During the first three months of the year 
a certain amount of new business was still 
coming through but clearly this was at lower 
levels than in the last two or three years 
when we had record flows,” he says. “We 
saw good ideas being proposed across a 

Service providers see 
Guernsey bouncing 

back from downturn
By Simon Gray
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Alan Brint is head of RBC 
Wealth Management’s 
Corporate and Institutional 
business in the British Isles

The Corporate and Institutional business 
division of RBC Wealth Management, the 
international wealth management arm of Royal 
Bank of Canada, has been providing custody 
and fund administration services in and from 
the Channel Islands for more than 25 years 
through various locally licensed subsidiaries.

The business unit now has more than 
USD30bn in assets under custody for 
third-party institutional and high net worth 
clients. The division’s clients benefit from the 
continuing strength and stability of the RBC 
group, whose disciplined strategy, sound 
risk management, strong balance sheet and 
diversified business mix have helped it to 
withstand the recent market turmoil.

Amid investor redemptions and a 
general lack of risk appetite for funds 
and in particular alternative investments, 
fund sponsors have sought to retain their 
diminishing investor base through the 
introduction of gates, side-pockets and 
complex corporate actions. The lack of 
investment liquidity is also leading to the 
creation of new ‘non-liquid’ fund cells from 
which investors will receive value upon final 
disposal of the illiquid securities.

Another trend is the creation of managed 
accounts into which the assets of existing 
funds are tipped for each investor pool 
on either a notional or actual basis. This 
provides the investor with full transparency 
on the assets they own, together with a 
regular valuation from the independent 
administrator/custodian, while the investment 
manager becomes a high net worth money 
manager, retaining clients that may no longer 
have an appetite for pooled arrangements.

An unknown factor is the European 
Union’s declared intent to spearhead global 
enhancement of the regulation of alternative 
investment funds (defined by the EU as any 
funds that are not Ucits). This move was 
prompted by the recent turmoil in the world’s 

financial markets and its severe impact on 
the global financial system.

The proposed Directive on Alternative 
Investment Fund Managers encompasses 
oversight of all managers operating within 
the EU, irrespective of where their funds are 
domiciled, so the legislation is set to affect 
European managers of onshore and offshore 
funds alike.

The directive aims to ensure investment 
transparency, investor protection and 
regulatory oversight of the activities of 
managers in relation to hedge funds and 
private equity funds, as well as real estate, 
commodity and infrastructure funds and 
other types of institutional vehicle.

Alternative funds have been the focus 
of the investment industry in Guernsey and 
Jersey over the past decade after retail 
funds became less attractive to domicile and 
administer offshore for various regulatory, tax 
and infrastructure reasons.

The Channel Islands have responded 
proactively to international initiatives on the 
regulation of offshore financial services, 
not only ensuring compliance with global 
standards but seizing the opportunity to 
demonstrate their robustness and enhance 
their reputation as financial services centres.

When the fund industry rebounds, the 
Channel Islands will be well placed to benefit 
thanks to its financial infrastructure of many 
law firms, banks and other institutions, and 
its world-class regulations governing a wide 
range of fund vehicles.

This will be complemented by the 
team-based approach of RBC Wealth 
Management’s Corporate and Institutional 
division. Professionals from the banking, 
credit, trust, fund accounting and custody 
units meet potential fund sponsors at an 
early stage, understanding their business 
needs and adding value through a true 
partnership. n

A safe place for funds 
in troubled times

By Alan Brint

RBC weAltH MAnAGeMent
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range of different asset classes but many 
investors were waiting for further falls in 
global asset values before coming back into 
the market. The positive news is that there 
is undoubtedly greater confidence around 
at the moment. As a result we expect to 
see the value of funds in Guernsey growing 
during the second quarter.”

In the meantime, Niven says the island’s 
fund services sector is doing as well as can 
be expected. The one significant setback in 
the administration and custody sector, which 
comprises a broad array of firms ranging 
from large international banks to niche 
providers, has been the announcement of 50 
redundancies in HSBC’s securities services 
business (along with the complete closure of 
its Isle of Man administration business) as it 
refocuses operations in Luxembourg.

“Such actions are normal for this stage 
of the economic cycle,” he says. “Firms are 
looking at what they are doing where and 
whether they are duplicating or triplicating 
their processes. In HSBC’s case they 
decided to build on their centre of excellence 
in Luxembourg. But we have a very tight 
job market, and people with a grounding in 
the finance industry may find opportunities, 
for example, in the fiduciary and corporate 
services areas. And it has dispelled some of 
the complacency that may have grown up 
during the boom years.”

Niven adds: “Normally a recession would 
take six to nine months to filter through 
to somewhere like Guernsey, but we are 
now seeing it a reduction in the volume 
of business and some redundancies, and 
I’m sure there will be more to come when 
people look more closely at their costs.

“We must make sure we batten down 
the hatches, but at the same time continue 
marketing efforts to ensure that when the 
business does come back, we are in pole 
position. It’s important to be out there 
talking to people in the bad times, not 
just hoovering up all the business in the 
good times. We’ve redoubled our efforts at 
GuernseyFinance to be out there talking to 
people and keep the pot boiling.”

Stephen Cuddihee, a director of alternative 
fund administrator Praxis Fund Services, 
reports that the firm is starting to see signs 
of confidence creeping back into the market. 
“The flow of new business has slowed to 
a steady trickle over the past 12 months, 
but recently the number of enquiries has 
begun to increase again,” he says. “There 
are opportunities in the current environment. 
The issue is the conversion rate. People 
have great ideas, it’s whether they can get 
the finance or get the investors interested in 
their product.”

Praxis has some USD2.6bn in assets 
under administration including property, 
private equity funds, hedge funds and funds 
of hedge funds following the acquisition 
of Investec Administration Services at the 
beginning of this year. In part because of the 
resources constraints in Guernsey, but also 
to control costs and attract business from a 
wider range of fund jurisdictions, Praxis has 
opened an outsourcing operation in Malta 
and is waiting for regulatory approval for the 
opening of an office in Luxembourg.

“The hedge fund industry has suffered 
like any other asset class over the past 12 
to 18 months, and we’ve seen a fair bit of 
restructuring within the industry, but that’s 
not unique to hedge funds,” he says. “While 
hedge funds neither caused nor played 
a significant role in the crisis, which was 
predominantly a banking issue, the industry 
is going through an evolutionary process in 
which there will be winners and losers.

“A Darwinian process of natural selection 
is underway, from which will emerge 
stronger, healthier hedge fund managers with 
new strategies. Some of the strategic models 
fund managers generally were running have 
been significantly tested, and some of them 
broken, by the crisis. Our existing hedge 
fund clients have experienced issues in the 
past 12 months with investors, but a lot of 
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them have stabilised and are beginning to 
attract new money.”

Joe Truelove, head of business 
development for corporate clients with 
Kleinwort Benson, says that most new 
business generated this year has come from 
existing clients. “So far this year very few 
new funds have been launched, and few 
new promoters are coming to the island,” 
he says. “I don’t believe it’s an issue with 
the jurisdiction, simply that people can’t 
raise funds. Some managers have funds 
that are going into liquidation, and for others 
we are still in place as the administrator 
but valuations have stopped and dealing 
has been suspended. However, in some 
cases we have stepped in as a traditional 
custodian where prime brokers are exiting 
the business.”

Alan Brint, head of corporate and 
institutional business for the British Isles at 
Royal Bank of Canada, says that while the 
market in the Channel Islands has been 
difficult in recent months, RBC is benefiting 
as a custody provider from the notable 
stability exhibited by the Canadian banking 
industry during a period where some of the 
biggest names in the US and Europe have 
been dependent on government funding to 
maintain their capital solidity.

“Over the past six to eight months we’ve 
seen significant outflows of investor money 
from both Jersey- and Guernsey-domiciled 
funds,” he says. “As a result gates and other 
corporate mechanisms have been put in 
place by fund of funds sponsors to stem 
the flow of redemptions or at least slow it 
over more manageable time periods. That 
has caused additional complexity in terms 
of fund administration, particularly on the 
corporate secretarial side. We have also 
seen the appetite for credit refocus primarily 
on funding to pay redemption proceeds 
while underlying assets are being liquidated.”

Brint says RBC enjoys a healthy new 
business pipeline, but in many cases timing 
remains uncertain. “Fund sponsors and 
investment managers are still looking to 
launch new products, but their ability to 
specify a launch time is severely limited as 
a result of lack of risk appetite by investors,” 
he says. “However, I think we will see 
that appetite return, when new business 
prospects will start coming to fruition and 

time to market will shorten.
“On the fund custody side a number 

of large corporates are looking to take 
advantage of RBC’s strength in the 
marketplace. There is a flight to security and 
safety, and Canada’s overall conservative 
approach historically on credit has obviously 
paid off in that none of its banks have 
needed government bail-outs.”

Industry leaders hope that one element 
in the recovery may be an increased flow 
of alternative managers opting to move 
themselves and all or part of their business 
to Guernsey, taking advantage of the island’s 
attractive personal income tax structure 
and the reduction to zero of the corporate 
tax rate last year – especially after the UK 
announced that it would raise its top income 
tax rate to 50 per cent from next year.

“Guy Hands [of private equity firm Terra 
Firma] came last year, well before the tax 
announcement, and [Alchemy Partners] Jon 
Moulton has also come, creating momentum 
that we’re trying to build on,” Niven says. 
“With our zero corporate tax rate and a tax 
cap for individuals of GBP100,000, it’s well 
worth the move – plus London, Paris and 
Switzerland are all easily accessible.”

Carrying out investment management in 
Guernsey is by no means an outlandish 
concept, according to Richard Hodgetts, who 
manages the Absolute Return Plus fund of 
funds for Collins Stewart Asset Management 
in Guernsey. Far from being handicapped 
by not being among the cluster of hedge 
fund managers in London’s West End, he 
notes that last year the fund was down 
less than one per cent after turning its back 
on the industry’s received wisdom that the 
best opportunities lay in niche, boutique 
funds. “Taking your fund and manager ideas 
purely from the cocktail party circuit is quite 
dangerous,” he says.

“It’s very easy to talk to managers on the 
phone, and many of the larger houses bring 
their managers over here regularly. However, 
it’s probably easier for us to get to London 
than a manager in, say, Bristol. Like everyone 
else, we go on-site to talk to managers, 
compliance officers and everyone we need 
to speak to. Just because we’re on an island 
doesn’t mean we shirk our responsibilities 
as an international fund with international 
investors.” n


