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A more welcoming commercial environment
in Jersey has encouraged hedge fund
promoters to look afresh at the jurisdiction
as a centre of excellence for hedge funds
business.

The original springboard for this
development was the introduction of an
enhanced regulatory regime by the Island’s
regulator, the Jersey Financial Services
Commission (JFSC) during the early part of
2004.  The Expert Fund Guide provided
promoters and other professionals with clear,
pragmatic and workable criteria to help them
establish funds in Jersey.  The Non
Domiciled Fund Guide which followed,
introduced a streamlined authorisation
process for Jersey functionaries acting for
non-Jersey domiciled funds.

Whilst streamlined regulations have
simplified the approval process, this was
achieved without compromising the high
regulatory standards associated with Jersey.
A considerable amount of consultation was
undertaken between the JFSC and
representatives from the Jersey Funds
Association, before the new Guides and
associated codes of practice were
formulated.

These regulations have combined with
Jersey’s other long standing strengths, such
as its political stability, tax neutrality, high
quality legislative framework and close links
with the City of London; a range of attributes
that are proving to be an ideal combination
in attracting quality new business.

Jersey, a leading international finance
centre for more than four decades, had
always been a prominent player in delivering
fund services.  However, it was recognised
that the Island’s regulatory model, devised
when the Island’s reliance was primarily on
retail funds, was not matching the
requirements of promoters of alternative
investment strategies.  The new fund
regulations have helped to quickly turn
around this perception.

In a further boost, the Island authorities
are showing a renewed willingness to
welcome quality new business to its shores,
the result of a shift in Government policy

designed to help grow the economy by two
per cent per annum in order to generate real
economic growth.  Jersey Finance, in
association with the Jersey Funds
Association and supported by the authorities,
has launched a promotional campaign to
encourage a select group of fund specialists
and wealth managers to consider re-locating
their international fund management activities
to the Island.

Local administrators and other fund and
trust professionals have received numerous
enquiries and at least two London-based
hedge fund managers, with portfolios valued
at almost USD1 billion, have announced their
intention to move to the Island this year.  A
number of others are expected to follow.

These statistics and others confirm the
confidence that the funds industry is
showing in its future.  Official data compiled
quarterly by the JFSC show that in the 12
months to March 2005, there had been a
56% increase in the growth of assets in the
specialist sector devoted to hedge funds,
funds of hedge funds and alternative
investment funds in Jersey.  The net asset
value of specialist type funds administered in
Jersey is approaching £50 billion, nearly half
the total value of Jersey’s funds industry.

The trends are encouraging and the
Island is poised to become firmly established
as specialist base for hedge funds business
and an even stronger competitor in the
alternative investment funds marketplace
within the European time zone. ■

Phil Austin

I N T R O D U C T I O N
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The past few years have seen booming
growth for much of the financial services
industry in the crown dependency of Jersey,
which was relatively untouched by the stock
market slump between 2000 and 2003, but
the island’s funds sector, two decades ago a
pioneer of offshore investment, until recently
found itself somewhat left behind.

As the offshore banking, wealth
management, and corporate and fiduciary
services attracted increasing flows of new
business, helped by Jersey’s increasing
standing as a well-regulated jurisdiction, the
funds sector was left to lament the outflow
of retail business to Luxembourg and Ireland
after the European Union’s Ucits directive
allowed funds to be marketed (relatively)
freely from one EU country into another.

Meanwhile, Jersey was largely missing out
on the massive growth of hedge funds that
began around the turn of the century and
that seemed to dovetail perfectly with the
centre’s existing focus on providing services

to affluent expatriates and to high net worth
individuals and families.

The island’s regulatory regime for funds
remained largely geared to the investor
protection priorities of the retail business,
preventing all but the most determined
promoters from setting up funds for
alternative investment strategies. What saved
the sector from slipping into outright decline
was a boom in commercial property and
private equity vehicles.

But all that changed on February 3 last
year, when the Jersey Financial Services
Commission published the Expert Funds
Guide. The guide set out a fast-track
authorisation process and other liberalisation
measures for hedge and other funds geared
to institutional and sophisticated private
investors.

As well as slashing the approval process
to as little as three days, the new regime
also introduced a revolutionary change to the
regulatory process by shifting responsibility

Jersey’s new mindset
lets hedge funds

bloom
By Simon Gray

O V E R V I E W
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for due diligence on funds and their
managers from the Commission to service
providers, notably fund administrators,
managers and trustees.

This represents a major philosophical
change by transferring the supervisor’s focus
from individual funds and their managers to
the “competence and probity” of their service
providers. The Expert Funds Guide also
accommodates other characteristics of
hedge funds, for instance by eliminating the
requirement for funds to have a local
custodian as long as they have an approved
prime broker.

The success of the new regime appears
to have taken even some of its backers by
surprise. Up to the end of March this year
some 60 Expert Funds had been approved,
including 25 in the first quarter of 2005. The
biggest problem, according to some industry
members, is that the JFSC has at times
struggled to keep on top of the inflow of new
business.

Says Phil Austin, chief executive of the
industry’s promotional body, Jersey Finance:
“Over the past year to 18 months we’ve
sought to create a climate that would attract
funds business. We very much see our
future in the alternative funds market, so
from a legislative and regulatory perspective
we’ve tried to create a welcoming climate,
culminating in the launch of the Expert
Funds Guide. That’s really the backcloth
against which we can sell other activities.”

The change has had a dramatic effect on
Jersey’s profile in the global hedge funds
industry. Says Nick Kershaw, a partner with
legal, fiduciary and administrative services
provider Ogier Group: “It’s put Jersey on the
map in a way. The intermediaries in London
that feed work to offshore jurisdictions are
relatively few in number, and three or four
years ago they wouldn’t even have
considered sending a hedge fund manager
to Jersey.”

This abruptness of the change is borne
out by a recent independent survey carried
out by Legal Week and sponsored by Bedell
Cristin that asked fund managers and
intermediaries which jurisdictions they would
consider using to set up private equity,
property and hedge funds.

Says Kershaw: “Jersey was rated top for
private equity and property funds, and

second behind the Cayman Islands for
hedge funds. I don’t think anyone expects a
sudden stampede from Cayman to Jersey,
but there may be fund managers and
investors who now prefer Jersey.”

Members of the industry stress the
advantage Jersey gains from a highly
developed legal, fiduciary and accounting
infrastructure. It also includes the Channel
Islands Stock Exchange, whose first listings
when it opened for business in 1998 were
two hedge funds from Man Investments.

Says the exchange’s chief executive
Tamara Menteshvili: “We’ve seen an increase
in listings as a result of the Expert Funds
regime. However, it’s not so much a question
of numbers as the quality and type of
securities we are trying to attract. We have
high quality names and a good steady
number of international issuers that use our
exchange on a regular basis.”

For some practitioners, the Expert Funds
Guide was as much about announcing that
Jersey was open for business as trying to
attract greater numbers of domiciled funds.
Says Richard Boléat, principal of the
Channel House Financial Services Group:
“The introduction of the Expert Funds
regime has been critical to Jersey’s
development, but perhaps not in the way it
was intended to be.

“It was established to make Jersey a more
attractive domicile for hedge funds, but what
it appears to have done is to raise
awareness of Jersey in the hedge
community. Now that that this has been
established in the minds of managers and
their advisers, they are starting to think more
widely about Jersey and the services that
can be offered here.

“It has delivered a large inflow of hedge
fund business, but not purely in terms of
domiciliation. In fact, carrying out
substantive activities and provision of local
functionaries is a far more attractive
business model for a jurisdiction like Jersey
than simply acting as a domicile, which is
just a commodity these days.”

Boléat and other industry practitioners say
Jersey is particularly well placed to win
hedge fund business because of its ability to
help funds meet new standards of corporate
governance and deal with scepticism from
tax authorities about funds’ actual substance

O V E R V I E W
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Jersey has been an internationally
recognised domicile for funds for a number
of years, but when the Ucits directive
encouraged retail business to move to
Luxembourg or Dublin, during the 1990s, the
local industry focused instead on alternative
investments.

This strategy has been a great success.
According to a recent survey, Jersey is now
regarded by law firms as the top jurisdiction
for private equity and property funds, and for
hedge funds it is now second only to the
Cayman Islands.

The focus on funds geared to institutions
and sophisticated investors led to the launch
of the Expert Funds Guide in February 2004,
following extensive consultations between
the industry, local authorities and regulators.
The introduction of a light touch regulatory
approach and an approval process that can
take as little as three days have made
Jersey a credible domicile for hedge funds
and an alternative to the Caribbean
jurisdictions that have dominated the
industry in recent years.

Of course, there’s plenty of competition
for the growing amount of hedge fund
business, especially in the European market.
Guernsey and Dublin have reacted to the
launch of the Expert Funds Guide with the
introduction of the Qualified Investor Fund
and Professional Investor Fund regimes
respectively.

But Jersey is already seeing rapid growth
in business. At the end of March there were
261 Jersey hedge funds with a net asset
value of just under £23bn, while the number
of Expert Funds had grown to 60, including
25 funds launched in the first three months
of the year. Overall, Jersey had £103bn in
assets under administration at the end of
March.

One of the factors driving this growth is
an increased emphasis on corporate
governance, for funds in general and hedge
funds in particular. At the same time, over

the past year or so the UK Inland Revenue
has made a number of high-profile
challenges to offshore funds, notably on the
issue of where management control is being
exercised.

The issue is what substance exists behind
the structures put in place in offshore
jurisdictions. The fund may be domiciled
there but often, the Revenue argues, actual
management is being carried out from
the UK.

Jersey is very well placed to help in this
area because it has the experience and
expertise of the island’s professionals
available for the management of fund
companies, thanks to the existence of a
long-established fund industry and a high-
quality base of administrators, accountants
and lawyers.

This opportunity for fund managers to
create substantial activities in Jersey that can
stand up to scrutiny by outside tax
authorities is being taken a step forward by
the initiative to encourage hedge fund
managers to themselves relocate to the
island.

The island is particularly well placed
because in addition to the human resources
and infrastructure of a top-class financial
centre, Jersey also offers a physical
environment and quality of life that rival
jurisdictions struggle to match – all within
easy reach of the City of London and the
rest of the world. No wonder that these days
hedge fund managers are as likely to bring
their families to Jersey as their funds. ■

P R I C E WAT E R H O U S E C O O P E R S
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A credible alternative
By David Pirouet

David Pirouet, Partner,
PricewaterhouseCoopers
Jersey

“At the end of March there
were 261 Jersey hedge
funds with a net asset value
of just under £23bn, while
the number of Expert Funds
had grown to 60”
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The global custody and fund administration
industry is undergoing a period of profound
transformation. In the past decade,
custodians have evolved from their
settlement and safekeeping roots to become
full service providers of integrated alternative
investments, performance measurement and
analytical solutions – adding value to client
relationships and increasing their relevance
in the world’s financial landscape.

Historically, one of the greatest challenges
for a custodian has been to remain relevant
to its clients, and to the marketplace. Those
that did not innovate or adapt have tended to
falter, exit the business or be acquired.
Today’s custodians represent the
development and maturity of an industry.

The two primary drivers of changes in the
custody market have been institutional
clients demanding new solutions for a
myriad of complex business issues, and the
global custodian’s need to diversify and
expand its business mix away from core
services. There is very little competitive
differentiation around basic custody services,
so providers must continue to find new ways
to add value to their client relationships.
Value-added services are of critical
importance to the development of long-term
client partnerships.

Another indication of the industry’s
changing face is the extent to which
custodians and their clients are working
together in strategic, mutually beneficial
partnerships. No longer relegated to back-
room supplier status, custodians today have
a seat at the table, helping to develop
customised solutions that make their clients
more efficient, effective and profitable.

Channel Islands-based custodians and
fund administrators have also seen
significant change in recent years. To
remain in this evolving and dynamic

industry, participants must demonstrate
commitment to investing in both people and
technology.

While technology is a vital component of
any servicing arrangement, fund
management remains a relationship
business. For custodians and administrators,
it has always been about listening to clients
and understanding their business needs
rather than trying to guess what they want
or, worse, shoehorning them into a pre-
existing service template.

A dedicated relationship manager is a
prerequisite to ensure a one-face relationship
on behalf of the administrator, custodian, or
bank; corporate clients can benefit from the
integration of all these services through a
single interface. By avoiding the use of
separate providers and finance lenders,
clients can ensure that the service and
reporting they receive is accurate and
exactly what they require. Centralised client
servicing brings core facilities together and
raises the overall quality of service. 

Royal Bank of Canada (Channel Islands) is
seeing many of its institutional clients
allocate between two and five per cent of
their investments into hedge fund strategies,
moving money away from traditional beta
strategies into the alpha offerings of
alternative strategy funds.

RBCCI is seeing sustained demand from
alternative investment managers for a truly
integrated custody, fund administration and
banking credit/foreign exchange hedging
capability. In addition, these service offerings
are expected to be global in nature,
spanning structures domiciled in the
Caribbean, Europe and the Channel Islands.
RBCCI is focusing on servicing this niche
through a relationship that combines
flexibility and scalability with an intimate
understanding of clients’ specific needs. ■

R B C  F I N A N C I A L  G R O U P
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Integrated solutions
with global scope

By Alan Brint

Alan Brint, Head of
Relationship Management,
Corporate and Institutional,
Royal Bank of Canada (Channel
Islands)





The domicile and servicing of hedge funds is
not new to Jersey, but in the past the island
has not been on the radar screen in any
significant way for hedge funds work. That
has all changed with the introduction last
year of the Expert Funds regime, which has
flagged up that Jersey is open to hedge fund
business, but has also made substantial
improvements to the island’s attractiveness
to this business.

One of the most important changes is the
introduction of a regime that no longer
incorporates restrictions on borrowing or
investment. This represents an about-turn
from the previous regime, which in many
cases prescribed investment and borrowing
restrictions in the name of risk diversification.
These rules have been replaced by total
flexibility.

In the past, trying to set up a highly
leveraged hedge fund in Jersey would have
been an uphill struggle. In addition, the old
regime required that funds use a Jersey
custodian, whereas the Expert Funds rules
have removed that stipulation provided that
the fund has appointed a prime broker.

Other changes have made it significantly
easier for today’s breed of small,
entrepreneurial hedge fund manager to set
up funds in Jersey. For example, Jersey’s old
promoter policy, which discouraged non-
institutional fund managers, has been
removed for the Expert Funds regime. The
way is now open for funds to be set up by
boutique-style firms or individuals that have
left an institution like an investment bank to
go into hedge fund management. Another
rule that has been removed for the new

regime stated that a fund manager could not
be wholly owned or majority-owned by a
single individual.

There has also been a lot of focus on the
drastically shortened time scale for
regulatory approval. The whole process has
been made a lot quicker through the
effective introduction of a four-day maximum
turnaround period for approving a fund,
something that would have taken between
one and two months in the past.

The new regime, which took around a
year to draw up from conception to
implementation and which involved extensive
discussions between industry practitioners,
the regulator and the island’s political
authorities, represents a big change for
Jersey in terms of regulatory mindset.

The shift is an acknowledgement that
provided the fund has professional investors,
one can allow them to make their own
decisions about the suitability of the fund
and its manager. This stands in contrast to
the one-regime-fits-all approach originally
conceived for retail funds, where the
regulator effectively had to protect all
investors to the same degree under all
circumstances.

While Jersey continues to welcome
institutional-style managers, the removal of
the promoter policy is designed to appeal to
a wider range of managers. Fund managers
still need to be approved by the JFSC unless
they are regulated in an OECD member
country, but experience has shown that the
JFSC is willing to approve fund managers
quickly provided they can demonstrate the
requisite track record and experience. ■

O G I E R S
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Expert Funds put
Jersey on hedge
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By Nick Kershaw

Nick Kershaw, Partner, Ogiers



Jersey could imitate the US state of
Connecticut by attracting hedge fund
managers seeking the benefits of a more
relaxed lifestyle and improved quality of life,
according to officials and financial sector
practitioners based on the island.

Since the end of last year, Jersey has
been looking to attract managers looking for
an alternative base to London and the ‘home
counties’ of South-East England by promising
to cut the usual red tape involved in
obtaining residence and work permits and
business licences.

So far three hedge fund managers with
assets totalling USD900m have committed
themselves to relocating to Jersey, and their
principals are expected to make the move
over the next few weeks, while another five
firms are weighing up a decision. 

Last April Zbigniew Hermanaszewski and
his three partners in Altis, a USD114m
managed futures fund with a four-year track
record, announced they would relocate to
Jersey in the summer. Hermanaszewski says
the decision to quit London was prompted
by concern over tax levels and the capital’s
“creaking infrastructure”.

On the positive side, he told delegates at
the recent annual conference organised in
London by promotional body Jersey Finance,
the island “is a well-regarded financial centre,
it is offshore but not foreign, it has a simple
low-tax regime and good communications.
But perhaps most important are intangibles
such as quality of life.”

According to Jersey Finance chief
executive Phil Austin, the organisation
launched the initiative with the Jersey Funds
Association in response to indications that a
number of hedge fund managers were no
longer happy being based in the UK and
were looking at alternatives such as Geneva.

“We became aware that a number of

hedge fund businesses were looking to
move away, predominantly because of
personal and corporate taxes, and they
wanted to move to another well-regulated
jurisdiction,” he says. “But ultimately the
deciding factor was lifestyle for themselves
and their families. We haven’t gone out of
our way to provide incentives such as tax
holidays, we’ve just made it a lot more
welcoming and less bureaucratic.”

One cheerleader for the island as a centre
for alternative investment management is Ian
Cadby, chief executive of Jersey-based
Liberty Ermitage. The firm, Europe’s 10th
largest fund of hedge funds manager with
assets of USD4bn, set up its first hedge fund
in Jersey in 1984.

“Connecticut should be the model for
Jersey,” Cadby says. “It ticks all the same
boxes – its proximity to markets and
research, the clean tax structure, and the
improvement in quality of life over London or
New York.”

Richard Boleat of Channel House says
there is a tax imperative to move if one or
more of a fund manager’s principals is not
domiciled in the UK. “The tax treatment of
earned income of non-domiciled individuals
in the UK is significantly less attractive as a
result of an Inland Revenue policy change,”
Boleat says, adding: “There’s also a desire
for those from an Anglo-Saxon or common
law background to remain in a legal
environment they understand and are
familiar with.”

Ogiers’ Nick Kershaw believes Jersey
could quickly achieve critical mass as a
hedge fund community. He says: “If we see
a few more people coming to Jersey, that
could be the beginning of a snowball effect.
That doesn’t necessarily have to be the
whole operation – it could be just part of
their functions. ■

M A N A G E R ’ S  B O X
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Is Jersey the new
Connecticut?
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Jersey’s ‘light touch’ fund domicile regime
was introduced last year with the aim of
making the island a more attractive domicile
for hedge funds. 

While the regime has undoubtedly been
critical in raising Jersey’s profile as a hedge
fund centre, its introduction has also had
wider-reaching effects and has resulted in a
large inflow of hedge fund business, and not
purely of funds domiciled in the jurisdiction. 

So what is the attraction between the
hedge fund industry and Jersey?

Jersey’s position is significantly different to
that of the Cayman Islands in a hedge fund
context. Whilst Jersey’s fund domicile regime
is analogous with Cayman’s, the focus is
also on servicing the permanent
establishment issues that are in the forefront
of asset manager thinking, driven by
regulatory, corporate governance and tax
imperatives.

Managers have to take these factors into
account when considering their overall
business strategies to ensure that they
remain competitive. They are increasingly
looking to jurisdictions like Jersey that have
ease of access, a heavyweight professional
services sector and a pool of experienced
investor relations and asset management
specialists.

Domiciling funds in the same jurisdiction
as asset management and servicing entities
is a natural corollary. Jersey’s strong
corporate governance and regulated
environment, plus its accessibility to Europe
and tax advantages, make it a natural fit for
the hedge fund manager.

This model also fits well with Channel
House, an independent financial services
group established in 1977. It differs from
many other players in the industry by
providing not only ‘traditional’ services such

as fund domiciliation, administration and fund
board services, but more tailored services
such as fiduciary and permanent
establishment work. As a result, it attracts
larger, often institutional fund managers,
while some smaller or cost-conscious
organisations may go elsewhere.

Jersey enables a lot of things to be done
in one place, and the size of the financial
resources sector means that Jersey has
strength in depth to deliver City standard
services within easy reach of London
airports. Channel House has structured its
business and hired quality people to enable
the group to deliver across the range of
services required by hedge managers.

Today, Channel House’s hedge fund unit
offers a wide variety of services to around 18
hedge fund groups, managing from
USD100m to USD5bn. This is typical of the
range of businesses found in Jersey. Hedge
fund firms operating out of Jersey and
managing USD20m or USD30m are very
welcome, but are untypical.

This is also reflected in a preponderance
of single manager funds using Jersey as
opposed to funds of hedge funds. Bundling
together hedge assets and distributing them
to a wider client base will not in Channel
House’s view be Jersey’s primary focus.
Although some Jersey-based players, such
as Liberty Ermitage and Ashburton, do this
very well, most organisations will probably
want an EU compliant platform and look to
Dublin or Luxembourg as a natural domicile.

Channel House has already facilitated the
set up of permanent establishments for a
number of hedge fund groups, and there is
currently a high level of interest both from
existing UK-centric businesses and from US
inbound entities, so significant growth is
expected. ■
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The UK firm Ernst & Young is a limited liability partnership and member of Ernst & Young Global

We provide assurance, advisory and tax services to 
fund managers and third party administrators based 
in the Channel Islands. We have detailed knowledge 
and experience of the fund structures available and 
of the key industry issues and considerations.

Our services include:
 Auditing, business assurance and

 advisory services

 Advising on structuring, including

 taxation, accounting (International

 Financial Report Standards) and   

 regulatory matters

 Corporate governance advice

 Information systems

 Internal controls reporting

Introductions to lawyers, fund

 administrators and custodians in the

 Channel Islands

 Investment performance reporting

 Obtaining taxation clearances

 Review of investment fund documentation

 Seeking ‘in-principle’ consent from

 the Islands’ authorities for investment

 fund proposals

Contacts:
Andrew Dann (Partner)

Direct Line: +44 1534 288655

E-mail: adann@uk.ey.com

John Shenton (Tax Director)

Direct Line: +44 1534 288696

E-mail: jshenton@uk.ey.com

Peter Franks (Partner)

Direct Line: +44 1481 717441

E-mail: pfranks@uk.ey.com

Graham Parrott (Tax Partner)

Direct Line: +44 1481 717490

E-mail: gparrott@uk.ey.com

www.ey.com/funds

www.ey.com/channel_islands

Our Services to the Hedge Funds Industry
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The launch last year of the Expert Funds
Guide has given a massive boost to Jersey’s
hedge fund industry by removing a number
of key constraints on the domiciling and
servicing of funds on the island.

But it has also proved the catalyst to set
right a number of important misconceptions
that have dissuaded promoters from using
Jersey as a hedge fund centre.

First, it has been a perception that Jersey
lacks administrators with the experience
necessary to service hedge funds. However,
there have been a significant number of
hedge funds already on the island for many
years. In total, about £23bn in assets is
already in hedge fund structures either
administered on the island or in Jersey-
domiciled vehicles that are administered
elsewhere. That’s a fifth of the total net asset
value of Jersey funds.

Société Générale, Liberty Ermitage,
Deutsche Bank and Standard Bank have had
hedge funds for many years. Now, with the
Expert Funds regime as well as the non-
domiciled fund rules that provide the
opportunity for administrators to service
funds from other jurisdictions, increasing
volumes of new hedge fund business are
coming to the island.

In fact, this huge influx of new business
has created a perception in the UK and
elsewhere that there are capacity issues that
could prevent Jersey administrators taking
more work. Again this is unfounded,
because there are a significant number of
service providers that are looking to gear up
in terms of both people and systems.

While there’s always a difficult balancing

act to match resources with the flow of new
work, efforts are already underway to ensure
that the capacity exists to accommodate
more hedge funds and other alternative
investment vehicles on the island. One way
of resolving this issue has been found by
administrators on the island who can call on
extra resources through ties with very
substantial hedge fund administration
operations in Dublin.

As a result, Jersey is now very much in
the minds of lawyers in London who
specialise in hedge funds. While a recent
survey of law firms indicated that the
Cayman Islands are still the most popular
domicile for hedge funds, Jersey is actually
getting a mention. Two years ago it wasn’t
even on the radar screen, but now people
are talking about us.

It’s also been necessary to overcome
misconceptions in order for Jersey to
encourage hedge fund managers to relocate
to the island. A number of our clients are
considering setting up in Jersey, and two
have already done so. There’s no doubt that
the quality of life and the various fiscal
advantages make Jersey a very attractive
location.

But there are a lot of other considerations,
including schooling. The education system
here is excellent, but there has been the
perception that it’s very difficult for new
arrivals to find places for their children. In
fact this is not the case - hedge fund
managers have found no problem in getting
their children into schools. This all goes to
make relocation a very attractive proposition
for managers currently based in the UK. ■
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Structured support

Standard Bank Fund Administration Jersey Limited is registered with the Jersey Financial Services Commission under permit as a functionary of collective investment schemes and to conduct trust
company business. Standard Bank Plc, a company authorised and regulated by the Financial Services Authority (“FSA”) and entered in the FSA’s register (register number 124823) has approved
this document for distribution in the UK. For your protection communication by telephone may be recorded.

Hedge fund services structured for client needs

Standard Bank Offshore is at the forefront in the provision of administration and custodian services to hedge and other

alternative investment funds. Our high quality service will be structured for your needs and delivered through our highly

experienced staff and sophisticated systems.

Our administration and custodian services comprise:

•  Advice on structuring •  Valuation and accounting •  Shareholder dealing

•  Transfer agency •  Global custody •  Fee calculation

•  Corporate trusteeship •  Full banking services

For further information please contact: Peter Hart, Managing Director, Standard Bank Fund Administration Jersey Limited,

Standard Bank House, PO Box 583, 47 - 49 La Motte Street, St Helier, Jersey JE3 8XR, Channel Islands, 

Direct telephone: +44 (0) 1534 881400, Facsimile: +44 (0) 1534 881119, E-Mail: peter.hart@standardbank.com

www.sboff.com



Our perspective on the hedge funds sector
in Jersey is perhaps different from those of
most of our competitors. Standard Bank is
an emerging markets bank, with offices and
activities in many locations around the world,
and is active in trading in areas such as
commodities, energy and emerging market
debt. These factors have prompted the
establishment in Jersey of a number of funds
that invest in these markets, commodities
and instruments, many of them in recent
months.

These funds are active in a broad range
of markets such as Eastern Europe, Africa,
the Far East and Middle East. Hedge fund is
often a misunderstood term, but many of
Standard Bank’s Jersey-based funds have
performance fees, use leverage and deal
with prime brokers, all characteristics of what
are usually called hedge funds, while some
of them also use short-selling.

Our alternative asset-based funds include,
unusually, a trade finance fund that invests in
short-term trade finance paper, backed by
physical goods of which the fund can take
control in the event of default. In total,
Standard Bank has some eight funds that
can genuinely be called hedge funds, with
about USD500m in net assets.

This activity gives Standard Bank in Jersey
an insight into the needs in particular of
start-up managers who are coming to the
island in increasing numbers. This trend is
being encouraged by the attitude of many
hedge fund administrators in Dublin, which
already have well established and mature
businesses and seem to prefer dealing with
only the bigger and more established

managers. By contrast, Jersey service
providers prefer to grow along with their
clients.

At the same time, Jersey benefits from its
flexibility and willingness to accommodate a
variety of business models. Some providers
here, for example, outsource their
administration activities to operations in
Dublin. Standard Bank Fund Administration
would be happy to deal with a fund whether
it wanted the administration to be carried out
on the spot in Jersey or preferred to have
some aspects of its business outsourced
elsewhere.

But equally, we can help a hedge fund
manager starting from scratch to get its
business underway, assist in integration with
prime brokers, and provide aspects of a
physical presence such as office space and
administrative or payroll services. This is only
one of the business models currently
available in Jersey, but offering a one-stop-
shop is an important marketing tool for the
island at the moment. Managers can obtain
a full range of services from a single provider
or pick and choose if they prefer.

It’s important to remember that while
hedge funds may be the buzzword today,
both at Standard Bank and in Jersey we
have experience of these types of
investment going back many years. In this
respect, one of the most important aspects
of the launch of the Expert Funds Guide last
year was in reminding people that you can
in fact do hedge fund business here, and
that some people have been doing so for
quite a long time. It’s not as though Jersey
has suddenly leapt onto the bandwagon. ■

S TA N D A R D  B A N K

JERSEY Hedgeweek Special Report July 2005 www.hedgeweek.com | 19

Jersey’s flexibility
attracts start-up

managers 
By Peter Hart and Andrew Bennett

Peter Hart, Managing Director,
Standard Bank Fund
Administration Jersey

Andrew Bennett, Director,
Standard Bank Fund
Administration Jersey



Efficiency...
that’s our stock in trade

The CISX provides screen-based trading and the listing of investment funds,

specialist debt instruments and shares in companies.

Our approach is highly personalised, offering fast-track processing

of applications within a highly regulated and innovative marketplace.

Visit our website or contact us for details.

P.O. Box 623, One Lefebvre Street, St Peter Port, Guernsey GY1 4PJ

Guernsey Tel: +44 (0) 1481 713831 Jersey Tel: +44 (0) 1534 737151

Fax: +44 (0) 1481 714856

www.cisx.com



Last year was one of remarkable growth for
the Channel Islands Stock Exchange (CISX),
and 2005 looks as though it will maintain that
momentum. 

In the first half of this year, the exchange
listed some 220 new securities, and the
introduction last year of Jersey’s Expert Funds
regime appears to have played a significant
part in the CISX’s vigorous growth.

Today the exchange lists a wide range of
hedge funds and funds of hedge funds from
leading managers including Man
Investments, Thames River Capital, GLG
Partners, Collins Stewart, HSBC, Close,
Jupiter and Morley. Hedge funds are
continuing to drive growth in fund listings,
alongside other alternative classes such as
property and structured products.

In May, for example, the CISX listed no
fewer than 17 new open-ended funds. In the
past, we’ve mostly seen hedge funds
structured as closed-ended products, but the
trend toward open-ended funds reflects
increased interest in funds of hedge funds.

There are definite signs that the funds
business has been stimulated by the launch
of the Expert Funds Guide. While not every
new fund that is established is applying to
us for listing, there is an evident link
between new launches and new listings, and
a clear correlation between the introduction
of the regime and more hedge fund business
coming to us.

An important factor in the growth of this
business is the recognition by the authorities
in Jersey that the expectation level in terms
of services has been ratcheted up
considerably. People want quality, but they
also want efficiency. They want a jurisdiction
that recognises the difference between retail
and institutional business, that really speeds
things along and is not bogged down in
bureaucracy. If we don’t meet these high

expectations, the business will go
elsewhere.

The presence of the exchange adds to the
benefits for a hedge fund being established in
Jersey. Of course, any stock exchange listing
gives a product visibility and the ‘kitemark’ of
quality through the public disclosure of
information to investors, which gives a listed
security an advantage over an unlisted
security in terms of marketing and distribution.

At this exchange in particular they also
enjoy the benefits of a one-stop shop. The
issuer aims to do as much as possible in
the same jurisdiction to boost efficiency and
to save on costs – not only regulatory costs,
but the consolidation of compliance costs in
a single jurisdiction rather than being spread
out over several.

From the regulatory point of view, Jersey
offers a very robust regime, but one
tempered with a degree of common sense
and pragmatism that you don’t often see in
other jurisdictions. That’s mirrored here at
the exchange, where we aim to be as
flexible as possible about innovative
structures and how they may fit within our
requirements.

The CISX listing rules favour a disclosure
regime rather than featuring long lists of
prohibitions, although obviously products
have to comply with the spirit of our rules.
But there are no overt restrictions on
investment parameters, accounting standards
and so forth. Flexibility is what product
designers are looking for, and that’s what
we offer.

Nevertheless, the listing rules and the
exchange’s operations have won recognition
from regulators in countries such as the US
and UK, reflecting a combination of flexibility
and responsibility that enables the CISX to
deliver an extremely professional, high-quality
service. ■
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in the offshore jurisdictions where they are
domiciled.

He says: “Frankly, there are things that, if I
was starting with a blank sheet of paper, I
would do differently, like having wholly
independent fund boards. In other industries
companies simply wouldn’t get away with
some of the conflict of interest issues that
are still regularly seen with hedge funds,
such as managers sitting on fund boards.

“Jersey can say, ‘We’re not going to do it
that way, because it’s not in the best
interests of investors, and it’s not really in
the best interests of managers either.’ If the
trend worldwide is toward the elimination of
conflicts of interest and strengthening of
corporate governance, Jersey has captured
the zeitgeist.”

Says Andrew Dann, managing partner of
Ernst & Young in the Channel Islands:
“Corporate governance is an increasingly
important consideration. You need to ensure
that companies are run in a proper way.
Governance should be on the agenda of all
hedge fund boards.”

He adds that while this is bolstered by a
requirement that funds must have Jersey
directors, for some this may be viewed as a
disadvantage. It may not be an insuperable
one: “There is talk of introducing an ultra-
expert fund regime that would include very
little regulation and restrictions. That would
be aimed at ultra-wealthy investors who
recognise the risks involved and know it’s up
to them to do their homework on the
managers.”

PricewaterhouseCoopers partner David
Pirouet notes that Jersey is in a better
position than the Cayman Islands to benefit
from increased scrutiny of offshore funds
from the tax authorities. He says: “There
have been a lot of high-profile challenges by
the UK Inland Revenue to the substance of
some offshore funds and whether
management control is actually being
exercised in the jurisdiction of domicile.”

Jersey has the experience and expertise
of professionals who can demonstrate the
capability of running the fund companies,
and, Pirouet says, for European-based
managers it is a considerably more
practicable place to hold board meetings
than the Cayman Islands.

While practitioners in Jersey are keen to

vaunt the advantages the island holds as a
hedge funds centre over competitors such
as Cayman, Dublin and Luxembourg, some
of them admit they regard Jersey as part of a
Channel Islands package with neighbouring
Guernsey.

Says Alan Brint, head of corporate and
institutional relationship management at
Royal Bank of Canada: “We have always
looked on the two islands as being
complementary, not competitors. Our custody
operations are primarily based in Jersey,
whereas fund administration is based in
Guernsey. But the two work side by side in
offering services to funds whether they are
domiciled in Jersey, Guernsey or Cayman.”

The RBC approach, which also uses back
office capabilities in Toronto and London,
reflects the variety of business models seen
in Jersey’s fund services sector. Some
providers offer a full range of services
delivered by staff on the island, while others
outsource some or most of the work to
operations elsewhere, mainly in Dublin.

Says Dann: “On one hand State Street has
an office here but outsources everything to
Dublin, and other fund administrators have
close associations with Dublin-based firms.
Other administrators perform a limited
amount of work here and review and release
the net asset value, but all the calculations
are done elsewhere. Still others, like
Northern Trust and AIB, have the
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experienced people and systems to provide
the capability on the island.

“Many firms have detailed, highly complex
calculations such as performance fee
equalisation carried out in Dublin. However,
a few players are contemplating increasing
the number of experienced people and
upgrading their systems in order to do
everything in the Channel Islands.”

Says Andrew Bennett, a director of
Standard Bank Fund Administration Jersey:
“What this demonstrates is the island’s ability
to be very flexible in the service offering it
provides to managers. We deal with funds
that want the administration to be carried out
in Jersey, but equally we could look after
certain aspects of the fund and have other
services outsourced.”

The next step for the industry will be to
examine whether and how the Expert Funds
regime needs to be fine-tuned. Says Ogier’s
Kershaw: “We would like the regulator to
drop the requirement for every fund manager
to be authorised in an OECD country or by
the Commission itself. In practice I don’t
think the Commission has ever rejected a
fund manager that met all the other tests.”

Austin says there have long been plans to
review the regime once it has had time to
bed down. “We’ve agreed with [JFSC chief
executive] David Carse that once the regime
has been in effect for about 18 months, we
need to sit down and analyse how effective
it has been,” he says. “One question we
have to ask is whether the new funds would
have come here anyway, or whether they’ve
come because of the Expert Funds Guide.”

He adds that the rules could be tweaked
beneficially in the area of servicing non-
domiciled funds (mostly from the Cayman
Islands), for which the Commission unveiled
new rules in June 2004. “At the moment
there’s effectively double regulation on these
types of funds – they’re regulated in
Cayman, then we apply a regulatory
overview here,” Austin says.

“We’re saying to the regulator that if a
fund is domiciled and regulated in Cayman,
you don’t need regulatory oversight here, at
least not to the current extent. The whole
point of the new rules is that the focus
should be on regulation of the service
provider, not individual funds. Fund
administrators here are licensed, so

regulation should concentrate on what
they’re doing.

“Barclays has a banking licence, and the
JFSC doesn’t ask to see every bank account
they open - they simple go in once a year to
conduct regulatory checks. We would like
the same principle to be applied to non-
domiciled funds, and the regulator is
supportive, but of course it takes time to
work through.”

Practitioners are confident that Jersey’s
combination of a flexible supervisory regime
with a strong underlying commitment to the
highest international standards will continue
to attract hedge fund business, especially as
growing investment from institutions such as
pension funds makes regulation more
attractive to fund managers.

Says Boléat: “Clients often ask me
whether strong regulation will make it more
difficult for them to do things. My answer is:
‘If you do things properly, no.’ The other
thing they typically want to know is whether
it will cost them more than it currently costs
in Cayman. And here again, my firm’s view is
an emphatic no.

“We have to offer a competitive platform.
We don’t expect people to pay a premium in
a jurisdiction that historically is not an
established hedge fund centre of excellence.
Why should we expect them to? We need to
prove ourselves and compete effectively, and
so far we’ve done that. Building confidence
among the hedge fund community is an
incremental process, of course, but after 15
months or so, the jurisdiction’s made a
seriously good start.” ■
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