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Co-operation and Development, the Financial 
Stability Forum, the Financial Action Task 
Force and, most recently, the International 
Monetary Fund, as well as a series of 
reviews ordered by the UK government over 
the past decade. 

But to date Jersey has survived the 
procession of external assessors pretty 
much unscathed, indeed better than that – 
in April the OECD ranked the island (along 
with fellow crown dependencies Guernsey 
and the Isle of Man) in the top category of 
jurisdictions that have not only committed 
to international standards of transparency 
and exchange of information on tax matters 
but that have made substantial progress in 
putting those principles into practice.

True, the OECD’s test for compliance on 
the part of international financial centres is 
a fairly mechanical one – to have signed at 
least 12 bilateral tax information exchange 

The European Commission’s proposed 
Directive on Alternative Investment Fund 
Managers unveiled in May is just the latest 
in a long line of external developments that 
have complicated Jersey’s efforts to reinvent 
its financial services industry through the 
development of expertise in the servicing, 
governance and even management of 
alternative funds.

Arguably that process can be traced back 
more than 20 years to the European Union’s 
first Ucits directive which, by creating a 
streamlined regulatory regime for cross-border 
retail funds, was probably the largest single 
factor in the shrinking of Jersey’s international 
long-only fund sector to a niche business 
today comprising just a handful of players.

On the way the island has endured 
repeated inspections by an alphabet soup 
of self-appointed regulatory organisations 
including the Organisation for Economic 

European directive 
looms large as Jersey 
contemplates future

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

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

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

Tom Amy - tamy@volaw.com or

Trevor Norman - tnorman@volaw.com

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

Volaw Trust & Corporate Services Limited is regulated by the Jersey Financial Services Commission.
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New challenges for 
Jersey’s fund sector

By tom amy
All funds have been impacted by the general 
shift of investor risk appetite during 2008, 
leading to significant redemption and going 
concern issues for hedge funds. As initially 
demonstrated by a Cayman Islands Court 
of Appeal judgement in December 2007, 
it is crucial that the effect and timing of 
redemptions and suspensions be carefully 
considered in light of a fund’s constituent 
documents. Further, fund boards must ensure 
that all investors are treated fairly and, given 
the economic climate, engage in timely and 
open communication with all investors.

Last year’s market turmoil and investor 
panic revealed a fundamental mismatch 
between the redemption terms offered to 
investors and the real liquidity of many 
hedge funds. Future launches should 
therefore consider carefully the expected 
liquidity of strategies and the profile of 
investors to ensure that redemption terms 
are strict enough to match this liquidity. While 
funds usually have the power to suspend 
redemptions or impose gates to prevent a 
mass outflow of assets, managers may also 
reserve the right to offer redemptions in kind 
or establish side-pockets for illiquid assets.

There is an ongoing debate among fund 
managers and legal advisers over whether the 
use of special-purpose vehicles to hold illiquid 
instruments is acceptable. While they enable 
some level of liquidity and protect remaining 
investors, at the time of subscription investors 
would not have anticipated holding shares 
in these vehicles in lieu of payment, and in 
some cases would not have consented to 
receiving shares in SPVs on redemption.

All fund service businesses in Jersey must 
comply with codes of conduct consisting of 
seven core principles for the conduct of fund 
services business and detailed requirements in 
respect of each principle. Compliance with the 
codes must be demonstrated in the practice 
and procedures of the business in a way that 

is visible to external regulatory inspection.
Establishing and maintaining proper 

oversight verified by independent third-party 
evaluation is becoming a cornerstone of 
relationships with investors, who increasingly 
want assurances that hedge fund managers 
can identify, document and establish effective 
risk management practices related to their 
exposure to liquidity and counterparty 
credit risk.

Meanwhile, the European Union’s draft 
Directive on Alternative Investment Fund 
Managers could prove extremely costly for 
managers and administrators. Although unlikely 
to take effect until 2011, in its present form 
the directive would require managers to hold 
additional capital, implement complex fund 
reporting and risk management systems, retain 
independent valuation teams, legal advisers 
and other professional service providers, and 
deploy extra staff and infrastructure to meet 
burdensome disclosure requirements.

Under the current draft, Jersey would 
need to gain recognition as an appropriate 
non-EU domicile for funds to be marketed in 
the EU, and its regulatory standards would 
be assessed to determine compliance with 
the recognition requirements. However, the 
island’s active pursuit of tax information 
exchange agreements with various 
jurisdictions would be a positive factor.

One of the main criticisms of the directive 
is that it targets all types of fund – private 
equity, hedge funds, real estate and other 
asset management classes – in the same 
way, even though they have individual 
characteristics and different exposure 
to systemic risk. The current proposals 
therefore require substantial improvement. 
Fair and effective regulation is welcomed, 
not a directive drawn up without consultation 
that lacks clarity of objectives and threatens 
to jeopardise an important part of the 
international financial system. n

Tom Amy is head of the funds 
and SPV group at Volaw Trust 
& Corporate Services
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agreements. However, it is a benchmark that 
has up to now proved beyond not only rival 
fund jurisdictions in the Caribbean but OECD 
members Luxembourg and Switzerland.

While the uniqueness of the crown 
dependencies’ status in the same category 
as the leading economies of Europe and 
North America may not last – Bermuda 
has subsequently been ‘white-listed’ 
after reaching the finishing line of 12 tax 
agreements – for now it is helping Jersey 
to proclaim the rigour of its regulatory 
system and its willingness to act as a good 
international citizen, qualities that arguably 
are set to become much more important for 
promoters of funds and, crucially, many of 
the institutions that invest money with them.

“Jersey’s inclusion on the OECD’s white 
list following the G20 summit in April 
is a significant differentiator from other 
jurisdictions, and it’s recognition that is 
appreciated by investors,” says Edward 
Devenport, a partner with law firm Mourant 
du Feu & Jeune. “It was no big surprise 
for Jersey to be included, because it has 
supported international moves on tax 
transparency for a very long time, and has 
been entering into tax information exchange 
agreements since 2002.”

Noting that the process of negotiating the 
agreements also allows Jersey to obtain other 
benefits, notably the removal of discrimination 
against business from the island in various 
areas of the financial services industry, 
Devenport adds: “The existence of these 
agreements does not seem to be putting off 
investors or promoters, partly because the tax 
information exchange agreement framework 
does not operate on the basis of fishing 

expeditions. It’s not automatic disclosure of 
tax information” – unlike the Isle of Man’s new 
position under the EU Taxation of Savings 
Directive.

But the big challenge ahead, practitioners 
agree, will be the planned EU directive that 
aims to regulate alternative fund managers 
based within the EU, whatever the domicile 
of their funds, and whose first draft was 
published by the European Commission 
in early May. Amid complaints from the 
industry that its measures will place an 
intolerable burden on managers as well 
as from some European politicians who 
believe the legislation will be too easy to 
evade, the Commission is conducting a swift 
consultation exercise before the directive 
returns to the political arena for negotiation 
in the autumn.

Although there is widespread concern that 
the legislation will have the overall effect of 
driving alternative business out of offshore 
centres and into EU domiciles, there is a 
certain degree of confidence in Jersey that its 
well-respected regulatory structure and seals 
of approval from international watchdogs 
may enable it to obtain equivalent status with 
EU jurisdictions under the directive, although 
this will obviously depend on the final form 
of the text.

Says Devenport: “The impact of the 
directive is not yet clear because it’s a 
moving target that will be subject to quite a 
lot of change between now and the date it 
comes into force. The general consensus is 
that there may be opportunities for Jersey. As 
currently drafted, it is important that Jersey is 
recognised as having a regulatory system for 
fund managers equivalent to EU standards.

“Jersey has regulated fund managers 
since 1988, and with the exception of 
Unregulated Funds all its fund products are 
regulated, a more rigorous position than 
several other jurisdictions. Insofar as the 
directive will impact most of the jurisdictions 
with which Jersey competes, the feeling 
is that we are in quite a good position. 
There remain many uncertainties about the 
directive, but Jersey has every intention to 
engage with the European Commission at 
an early stage to ensure that its regime is 
recognised as equivalent.”

His relative confidence is shared by 
Michael Rothwell, a spokesman for the 

3 
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Jersey Funds Association, who points out 
that the directive is likely to be finalised 
and implemented more speedily than is the 
norm for EU legislation. Rothwell, who heads 
the Jersey fund administration business of 
Bank of America-owned LaSalle Global Trust 
Services, says the island should continue to 
emphasise its high international standing.

“The best Jersey can do is reiterate its 
standpoint that our regulation is second 
to none, and certainly equivalent to that 
of any other well-regulated jurisdiction,” 
he says. “So if the EU allows equivalent 
jurisdictions to have a foot in the door as 
far as marketing within the EU is concerned, 
Jersey should be well placed to meet that 
requirement. The output from the G20 
summit and the conclusions of the OECD, 
which effectively put Jersey in the top tier of 
regulated jurisdictions, verifies that.”

Robert Kirkby, technical director of industry 
promotional agency Jersey Finance, rues 
that that EU has chosen to move ahead 
with legislation rather than following the 
conclusion of April’s G20 summit in London 
(and organisations such as the International 
Organization of Securities Commissions) 
that the alternative fund business is a 
global industry that would best be regulated 
through internationally co-ordinated and 
consistent measures.

“As a jurisdiction Jersey is committed 
to embrace the highest standards of 
international regulation, and following the 
events of the past 24 months we recognise 
that some changes do need to place and 
we are happy to introduce them,” Kirkby 
says. “Our overriding concern about the EU 
Directive on Alternative Investment Fund 
Managers in the first instance is that we 
believe it essential to do this on a global, as 
opposed to just an EU basis.

“If you believe that vehicles such as 
hedge, private equity and commodity funds 
are responsible for systemic risk – I believe 
they are probably not – you need to regulate 
them on a global basis, because those 
funds are global in reach. That was the 
commitment made at the G20 summit, so it 
would be good to see the EU joining Iosco 
and the SEC and other bodies around the 
world to adopt the same standards. That 
makes it a lot easier not only for investors, 
who are the key people to protect, but all 

parties involved including regulators and 
governments.”

Kirkby says that on first reading of the 
draft, there are three key areas in which 
Jersey will need to fulfil the EU’s conditions 
to be recognised as a third country with an 
equivalent level of regulation. “The first is 
equivalent anti-money laundering measures 
to those in the EU directive, which we 
already have. A number of EU states already 
recognise this and the remainder have 
said they will broadly commit to that once 
our IMF report is out [due imminently]. We 
believe that ticks the box, if you will.

“In the next area, tax information 
exchange, we believe our tax information 
exchange agreement programme should put 
us in a very good position. We already have 
Tieas with France, Germany, Ireland and 
we’re negotiating with Spain and Italy.

“The final element is implementing 
equivalent regulation. We’re a pretty nimble 
jurisdiction, so we believe that once 
the directive has bedded down and the 
corresponding regulations are out, we can put 
it in place pretty rapidly. We already have a 
pretty strong regulatory framework for funds 
anyway, so it shouldn’t be that onerous. 
Finally, we have the regulatory links as well, 
because we’re a signatory to the Iosco treaty.”

What is raising concern among many 
offshore jurisdiction is the prospect of 
a three-year “lock-out period” following 
implementation of the directive before 
outside jurisdictions could obtain recognition 
as equivalent and gain access to the EU 
market on the same terms as managers 
domiciled within the union. For now it 
remains unclear under what terms alternative 
managers could continue to access 
EU-based investors, if at all, but Kirkby hopes 
that the waiting period will disappear from 
the final legislation.

“Managers with funds outside the EU 
may be able to continue to do what they are 
doing at present, which is fine for existing 
funds, but promoters of new funds would be 
unlikely to domicile them in a territory unless 
they knew it had equivalence, and the way 
the directive is drafted, it looks as though 
you can’t get equivalence until the end of 
that three-year period,” he says. “We would 
like to clarify that position because we’re 
sure it wasn’t what the drafters intended.” n
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Jersey Financial Services Commission for the provision of trust company and fund services business. Telephone calls may be recorded.

Fundamental fund administration 
Agile administration solutions, across a wide range of  alternative asset classes
Contact:  Nigel Strachan
                  +44 (0) 1534 613248
                  Nigel.Strachan@kbci.com
www.kleinwortbenson.com
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Nigel Strachan is head of 
business development for 
corporate clients in Jersey 
with Kleinwort Benson 
(Channel Islands)

Jersey is a world-renowned centre for 
fund domicile, servicing and management 
and is home to a wealth of professionals 
including law firms, accountants, auditors, 
administrators, custodians and banks, 
all with considerable experience in the 
establishment, day-to-day administration and 
management of hedge funds, private equity 
funds and property funds as well as fund 
management businesses.

The island’s reputation was bolstered in 
May with its inclusion on the OECD’s white 
list of jurisdictions active in implementing 
internationally agreed tax standards. The 
Jersey Financial Services Commission 
is a long-established and internationally-
recognised supervisory body that oversees 
a mature and appropriate regulatory and 
legislative framework for both investment 
managers and fund vehicles.

This backdrop, together with additional 
advantages ranging from a comprehensive 
range of fund vehicles to a well-calibrated 
tax structure and intangible factors such as 
excellent quality of life and communications, 
are set to put Jersey in the front line 
of international jurisdictions as market 
conditions improve for alternative funds.

Over the past year institutions such as 
investment banks have shed large numbers 
of able investment professionals, many of 
whom may consider establishing their own 
fund operations once the recovery brings 
investors back to the table. Jersey, which 
has already attracted a number of hedge 
fund management businesses, is poised to 
capitalise on dissatisfaction with the UK as 
an environment for alternative managers.

Located just off France’s Normandy 
coast, Jersey enjoys quick and plentiful air 
connections with London as well as other 
European cities including Dublin, Geneva, 
Paris and Zurich. With a population of some 
85,000, the island offers enviable health and 

education systems, sporting and cultural 
activities, an enviable selection of top-class 
restaurants and 25 beaches.

Jersey offers a range of regulatory 
regimes for the establishment of funds of all 
types. The light-touch Expert Funds regime 
launched in 2003 has been a popular choice 
for the establishment of hedge funds; they 
are restricted to professional, experienced 
and high net worth investors and are 
supervised by the Commission.

By contrast, the Unregulated Eligible 
Investor Fund scheme introduced last year 
involves no initial or continuing regulatory 
oversight. It provides an efficient and cost-
effective framework for the establishment of 
hedge funds with minimal or no requirements 
on the content of offering documents (except 
to warn that the fund is not regulated 
in Jersey) and the identity or location of 
service providers. Eligibility generally means 
investment of a minimum of USD1m.

The island’s tax structure is also 
appealing to international management 
businesses and their principals. Personal 
income tax is levied at 20 per cent on Jersey 
source income and there is a 3 per cent 
Goods and Services Tax, but there are no 
capital gains or inheritance taxes.

High net worth individuals pay income tax 
on non-Jersey source income on a sliding 
scale starting at 20 per cent on income up 
to GBP1m, falling to 1 per cent on income 
over GBP1.5m, and enjoy exemptions from 
housing consent for buying and renting 
certain classes of property on the island.

A fund management company established 
in Jersey is subject to income tax at 10 per 
cent, compared with 30 per cent corporation 
tax in the UK, and concessions may be 
negotiated with the Comptroller of Income 
Tax on a case-by-case basis. Hedge and 
other fund vehicles are subject to a zero rate 
of income tax. n

A new appeal for 
management business

By nigel Strachan
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Industry professionals say that while Jersey’s 
fund services sector is continuing to develop 
impressively, with a growing waiting list 
of would-be fund administrators seeking 
authorisation from the Jersey Financial 
Services Commission and few obvious signs 
so far of damage from the problems faced 
by many classes of alternative funds over 
the past year, the big opportunity opening 
up may be in attracting more hedge fund 
management businesses and their principals 
to the island.

Concern about the impact on managers of 
the European Union’s proposed Directive on 
Alternative Investment Fund Managers and 
a series of tax measures in the UK that are 
perceived as hostile to the interests of what 
is by far the continent’s largest hedge fund 
manager community is prompting cautious 
confidence that Jersey, along with probably 
Switzerland, would be a beneficiary of any 
significant exodus. Already a low-key but 
significant trickle of managers have made 

their way to the island, attracted as much by 
its quality of life as by tax issues.

These calculations are also being 
affected by continuing uncertainty about the 
Investment Management Exemption, the 
conditions under which UK-based managers 
of offshore funds can avoid the latter falling 
into the UK tax net, according to Tom Amy, 
head of the funds and SPV group at Volaw 
Trust & Corporate Services. Volaw, which 
is associated with law firm Voisin, provides 
corporate and governance services to a 
range of alternative funds and also provides 
administration to a number of fund vehicles. 
“The expectation is that through their activity 
in the UK, more managers will find their 
funds themselves becoming subject to UK 
tax,” Amy says.

He argues that the introduction of Jersey’s 
0-10 tax policy, which brings the standard rate 
of corporate taxation for all Jersey companies 
to zero while some financial services 
companies and others will be taxed at 10 

Island sees new 
opening to attract 

hedge fund managers
By Simon Gray
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per cent, compounds the tax advantages. “If 
managers come to the island, their employees 
will be taxed at 20 per cent on their 
worldwide income, there’s no stamp duty, and 
as long as the employees have recognised 
skills they should get accommodation easily 
enough,” he says. “And why live in a city 
when you can live on a nice warm island?

“The past 12 months have seen on average 
one fund manager of substance a month move 
to Jersey. In the past fund managers didn’t 
have a physical presence in Jersey, with firms 
such as Volaw providing compliance, back 
office administration and support services. 
But that’s now starting to change as actual 
management companies are being set up and 
groups are bringing their employees over.”

Nigel Strachan, head of business 
development for corporate clients in Jersey at 
Kleinwort Benson (Channel Islands), argues 
that the coming months and years offer a 
particularly good opportunity for the island 
because if history is any guide, the shakeout 
over the past 18 months particularly in 
investment banking may well lead to a new 
wave of entrants to the hedge fund industry.

“A number of investment bankers 
that have been laid off in the City have 
significant experience, and when the 
markets turn up again, they may look at 
setting up their own shops and raising 
funds,” he says. “A number of hedge fund 
managers have already relocated to Zug 
in Switzerland to avoid UK tax, but Jersey 
offers a straightforward process to create 
management companies and fund vehicles.

“A potential manager could use one of 
two regimes to establish a fund, including 
the Expert Fund regime whose conditions 
include being an expert investor that 
understand the risks, and a minimum 
investment of USD100,000. That regime is 
regulated by the Jersey Financial Services 
Commission. The Unregulated Eligible 
Investor regime was launched more 
recently to offer an alternative to Cayman 
for investors of a minimum of USD1m who 
understand the risks.”

Strachan acknowledges that not being not 
regulated might be seen as a disadvantage 
in the current market environment where 
the emphasis is on more rather than less 
regulation, but he notes that Unregulated 
Funds offers benefits in terms of cost and 

speed of establishment, as well as great 
flexibility in terms of where the fund is 
administered and whether it is audited. “If 
you want local administration expertise, you 
can use it, but it’s not a requirement, so you 
could use Dublin or Malta,” he says.

He says a key attraction for managers 
would be Jersey’s accessibility. “One of the 
advantages is more than 40 flights a day 
to and from the UK as well as European 
destinations including Paris, Geneva, Zurich 
and Dublin, and being on London time is 
useful for dealings with the City,” he says.

Strachan argues that Jersey scores heavily 
with individuals seeking a better work-life 
balance, even among those used to big city 
life who might have scorned moving to a 
small island in their younger days. “When 
you’re in your 20s, Jersey isn’t quite the same 
for night life and designer shops, but for those 
slightly older it offers good schools, a good 
health care system and short commuting 
distances, in addition to a dynamic and 
growing financial services industry.”

Jersey Funds association spokesman 
Michael Rothwell says that while Jersey 
has no desire to actively poach fund 
management business from London, it is 
certainly becoming more attractive as a home 
for more substantial parts of the business. 
“There has always been a certain amount of 
interest because Jersey is so well placed for 
previously UK-based managers, with sterling 
as a currency, English culture with French 
elements, the same time zone and fantastic 
transport links to London,” he says.

“Jersey has made a great play that the 
lifestyle offers a degree of sophistication 
and gourmet dining while also being a 
very pleasant alternative to living in the 
centre of London. Whether that’s enough 
to attract high-flying hedge fund managers 
is a moot point, but we can only play up to 
our strengths. I wouldn’t go as far as to say 
there’s a long list of hedge fund managers 
ready to move, but clearly what’s happened 
in the UK in terns of raising tax rates for 
wealthy individuals makes it a less attractive 
jurisdiction.”

Rothwell points out that the island already 
has a poster child in Altis Partners, which 
has enjoyed conspicuous success since 
relocating to Jersey several years ago. “The 
firm brought out all the principals with their  14
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Global engagement 
boosts industry status

By edward devenport

Historically Jersey has not attracted the 
same large numbers of single-manager 
hedge funds that have been domiciled in 
jurisdictions such as the Cayman Islands, in 
large part because it did not have suitable 
regulatory regimes in the early 1990s 
when the business commenced its rapid 
expansion. Over the past decade, however, 
hedge fund business has grown rapidly in 
the island, including the domicile in Jersey 
of large and prominent managed account 
platforms such as that of Lyxor as well as a 
number of funds of hedge funds.

The development of hedge fund business 
is due in large part to changes in regulation. 
Jersey now offers a complete spectrum of 
regulatory options ranging from Recognised 
Funds (heavily-regulated retail funds) to 
completely unregulated funds at the other 
end of the spectrum, with Expert Funds or 
Listed Funds offering light-touch regulation 
in the middle. The barriers to hedge fund 
business that existed 10 years ago are now 
all gone.

The island’s emergence as a hedge fund 
centre has also been boosted by external 
developments. Jersey was delighted to 
be included on the OECD’s ‘white list’, 
a significant differentiator from other 
jurisdictions that is appreciated by investors. 
Still, the announcement was no great 
surprise, since Jersey has long supported 
international moves on tax transparency and 
began concluding tax information exchange 
agreements (Tieas) in 2002.

Tieas already in place have helped to 
benefit Jersey’s financial services business. 
For example, Germany has said it will 
endeavour to ensure that Jersey is treated 
as fairly and favourably as other third 
countries under EU directives or regulations, 
particularly in relation to equivalence with 
EU standards and access to its markets. 

Similarly, Jersey-domiciled vehicles may be 
exempted from France’s 3 per cent annual 
real estate tax, previously an obstacle to the 
establishment in the island of pan-European 
real estate funds.

Jersey is awaiting the outcome of its 
most recent assessment by the International 
Monetary Fund as well as the Foot review 
of UK crown dependencies and overseas 
territories, but there is no reason to expect 
that their conclusions will be anything but 
positive. The island is also carefully monitoring 
the progress of the draft EU Directive on 
Alternative Investment Fund Managers, which 
despite concern within the industry may also 
present opportunities for Jersey.

As drafted, the directive will require Jersey 
to obtain recognition that its fund regulatory 
regime is equivalent to EU standards. The 
island has regulated managers and other 
fund service providers since 1988, and with 
the narrow exception of Unregulated Funds, 
all its fund products are regulated, a more 
rigorous position than many other competing 
jurisdictions. Many uncertainties remain in 
respect of the EU directive that will only be 
resolved as it is finalised, but Jersey is ready 
to engage with the EU at an early stage to 
ensure recognition for its regulatory regime.  

Meanwhile, speculation abounds that 
increasing numbers of hedge fund managers 
may decide to leave London in response to 
higher tax rates and recent changes to the 
taxation of non-domiciled individuals in the 
UK. Various hedge fund management groups 
have already set up a genuine physical 
presence in the island, and that trend 
appears set to continue as word gets around 
the alternative investment community that 
the Jersey regulator is comfortable with and 
understands hedge funds, while the political 
authorities are committed to welcoming new 
high added-value businesses. n

Edward Devenport is a partner 
with Mourant du Feu & Jeune 
in Jersey
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families, and have become great advocates 
for the island. As it happens, last year their 
hedge fund was something like the third best 
performer in the world, so it’s been a great 
coup for Jersey. I wouldn’t be surprised to 
see more firms doing something similar.”

Of course, the increasing insistence of tax 
authorities that fund managers demonstrate 
some substantive presence in the offshore 
jurisdiction where their funds are domiciled 
is an important factor, with several alternative 
management groups setting up operations 
over the past few years, including hedge 
fund managers Brevan Howard and CQS as 
well as private equity firm Nordic Capital.

Says Rothwell: “It is practical to set up an 
operation in Jersey with staff on the ground. 
The time zone and transport links are good, 
which may not be the case for Caribbean 
jurisdictions, and there are probably tax 
advantages. We’ve certainly seen businesses 
set up in Jersey that previously would have 
had outsourced everything. You can’t point yet 
to a massive influx of prominent hedge fund 
managers, but maybe what the chancellor 
has done in the UK will be the driver for one.”

The growth of management company 
operations continues to swell the pool of 
talent in Jersey’s fund services sector, which 
continues to attract interest from start-up 
firms, administrators abroad that are eyeing 
the Jersey market, and other financial 
services players such as trust companies 
that are looking to extend their range of 
activities, despite the dampening effect of the 
recession on new business.

“The hedge fund industry has been 
significantly impacted by the downturn, 
and therefore there have been fewer new 
funds established,” says Edward Devenport, 
a partner with law firm Mourant. “The 
emphasis among the type of funds that 
are coming through has moved toward 
distressed strategies, with a number of 
distressed debt funds and others investing in 

distressed oil and gas assets, but generally 
fundraising seems very slow.

“While we are receiving a fair number of 
new enquiries, they are taking a long time to 
come to fruition. The main theme over the 
past six months has been maintaining and 
restructuring existing funds that have run into 
difficulty because of the market environment. 
As long as managers are willing to be open 
with investors and treat them fairly, investors 
have responded. The difficulties have been 
around the area of redemptions, where 
some investors sense they are receiving less 
advantageous treatment than others, which 
has led to disputes.”

Robert Kirkby, the technical manager at 
industry promotional body Jersey Finance, 
says overall the sector has held up 
“surprisingly well. This has again highlighted 
that Jersey’s business is long-term. We 
don’t see work falling off a cliff, because 
a lot of structures have been in place for 
years and will continue for years more. The 
value of assets inside structures may have 
declined, but a lot of our fees are linked to 
the structure rather than the asset value. 
Obviously there’s been a slowdown in the 
creation of new structures across the board, 
an increase in litigation-type activity and a 
handful of redundancies, but nothing major 
apart from a couple of UK clearing banks.”

However, Kirkby does express regret 
that the launch of Unregulated Funds early 
last year, designed to carry a challenge to 
Cayman’s dominant mutual fund vehicle, has 
been overtaken by the global financial crisis. 
“There’s been a flight to quality,” he says. 
“We have already seen a number of funds 
migrate to the island, as people realised 
Jersey was much more highly regulated than 
other offshore jurisdictions.

“There’s also a flight to regulation, as 
promoters and investors seek to have 
regulated products. As a result, Unregulated 
are probably not going to be used as much 
as we first anticipated. You could argue that 
the timing of their introduction could have 
been better. However, we’ve always argued 
that it’s about offering a whole suite of 
products, because investors seek different 
levels of protection depending on their level 
of sophistication and wealth. Unregulated 
Funds are still there for anyone who wants 
to use them.” n
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