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become steadily more global in character 
– which has benefited both the islands and 
the range of firms active in the market, 
from international giants like Northern 
Trust to highly specialised players such as 
International Private Equity Services.

Ipes, which was acquired in September 
by its management in partnership with 
– appropriately – mid-market private equity 
firm RJD Partners, is one of a new breed 
of niche firms whose success is taking 
them out of their home market, in this case 
Guernsey, having recently established offices 
in London and Jersey and with Luxembourg 
on the radar. The firm’s launch in Jersey also 
typifies an important trend in the Channel 
Islands over the past 12 months, the growth 
of new administration firms to meet the 
desire of many fund promoters to maintain 
close relationships and receive personalised 
service from their providers.

The investment industry, like the financial 
world as a whole, may be suffering from the 
impact of the credit crunch, stock market 
slump and global economic downturn, 
but the private equity sector in Jersey and 
Guernsey appears to have fared better so 
far than many other areas of activity – which 
is down as least in part, members of the 
industry say, to the islands’ internationally-
respected regulatory structures, long years 
of experience and breadth of professional 
expertise.

The Channel Islands have been 
developing expertise in traditional and 
alternative fund services for more than four 
decades and private equity has been a 
steadily growing part of the mix, especially 
in Guernsey, for at least 20 years. Over that 
period, says Graeme McArthur, managing 
director of Northern Trust International Fund 
Administrators (Jersey), the industry has 
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director of Northern 
Trust International Fund 
Administrators (Jersey)

Jersey attracts global 
fund administrators

By Graeme McArthur and Joel haskins
Having looked after private equity business 
in Guernsey for over two decades, Northern 
Trust has ‘exported’ its capability to Jersey. 

The decision to establish a private equity 
fund administration team in Jersey in the 
first quarter of 2008 stemmed from various 
factors: demand from fund promoters 
wishing to domicile funds there, our 
reputation in that and other jurisdictions, the 
favourable legal and regulatory environment, 
and a strong infrastructure of legal and 
audit services with specialist private equity 
expertise. Northern Trust looks to replicate 
in Jersey the excellent private equity client 
reputation it enjoys in Guernsey.

The new servicing hub also reflects the 
preference of many clients for a single 
service provider with a global platform and 
the ability to operate in multiple jurisdictions. 
Globally, Northern Trust private equity 
fund administration fits that profile, with 57 
promoter clients, 725 fund-related entities 
serviced, some USD35.5bn in private equity 
assets under administration and total 
committed capital exceeding USD75bn 
serviced from a growing number of centres.

Northern Trust has the advanced 
technology on which clients place high 
importance, having used the leading private 
equity administration system for nearly a 
decade. It plans to spend more than USD1bn 
overall in the next few years on technology 
enhancements across the group. 

Global investors look for evidence of 
deep experience and knowledge coupled 
with effective operational platforms geared 
to multi-jurisdictional needs. Gone are 
the days when clients would appoint an 
administrator simply on the basis of a 
friendly recommendation. Instead they 
conduct extensive due diligence and demand 
independent review reports such as SAS 
70 certification to confirm a provider’s 
operational excellence. They also require 

substantive activity on the ground, not just 
a shop window, in jurisdictions where funds 
are domiciled.

The new focused private equity capability 
complements Northern Trust’s existing fund 
administration office in Jersey, which was 
established in 2004. The private equity team 
benefits from this existing experience along 
with Northern Trust’s long-established private 
equity administration operation in Guernsey, 
regarded as the global best practice model 
for its other servicing centres in Ireland and 
Chicago. Care has been given to identifying 
the right team to replicate the existing service 
model as well as meeting regional needs.

The private equity team in Jersey already 
administers funds with more than USD1bn 
in committed capital, allowing Northern 
Trust to build further on its existing private 
equity business and to develop its long-term 
presence in Jersey.

Jersey has an international reputation for 
long-term stability. Its legal environment offers 
the limited partnership and other structures 
required by the industry, including regulatory 
regimes such as the light-touch Expert Funds, 
the new Unregulated Funds and private 
arrangements. In addition, the legal system 
provides the certainty of well-established 
statute and case law should problems ever 
arise during the life of a private equity fund.

An important factor is the knowledge and 
expertise embedded in the local workforce 
in Jersey, as a leading international fund 
administration jurisdiction for more than two 
decades and particularly known for its ability 
to service alternative assets such as real 
estate and private equity. 

Being nimble in terms of regulation and 
having people who can adapt to changing 
structures and requirements quickly will 
serve Jersey well in an environment where 
expertise and professionalism are more than 
ever in demand from clients. n

Joel Haskins is head of private 
equity in Jersey
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3 Both islands, but especially Guernsey, 
have benefited substantially from the private 
equity boom over the past few years. 
Peter Niven, chief executive of industry 
promotional agency Guernsey Finance, notes 
that the value of private equity funds under 
management and administration in Guernsey 
has risen by no less than 400 per cent over 
the past four-and-a-half years.

During the second quarter of this year, 
private equity assets serviced in Guernsey 
grew by nearly GBP1bn, some 2.5 per cent, 
to reach GBP36.2bn in 226 funds, despite 
a 10 per cent decline in private equity 
fundraising across Europe this year. Jersey 
had GBP18.9bn in private equity assets 
at the end of June, according to Chris 
Hickling, head of fund operations at Investec 
Administration Services in Guernsey.

Jersey has lagged behind its neighbour 
as a centre for private equity industry but it 
is catching up fast, according to McArthur 
and his colleague Joel Haskins, head of 
private equity in Jersey. “It is seen as a 
stable environment with a strong long-term 
reputation, with the legal structures that the 
industry needs for partnerships, and a legal 
environment with well-documented case 
law and statute that provides a degree of 
certainty if problems arise in the future,” 
McArthur says.

“There’s a wide range of regulation 
available including the very light touch 
Expert Funds, the new Unregulated Funds 
and private arrangements, and outsourcing 
is possible from Jersey, although it’s less 
important with private equity where clients 
often prefer funds to be domiciled and 
serviced in the same jurisdiction. But a lot 
of it is down to knowledge and expertise, 
among law firms and auditors as well as 
administrators. Jersey has been in the 
international fund administration space for 
more than 30 years and is well regarded for 
its capability to service alternative assets 
such as real estate and private equity.”

It’s not yet clear to what extent the 
Unregulated Fund regimes introduced in 
February this year will be used by the private 
equity industry, but the innovation – openly 
acknowledged as a weapon to help Jersey 
challenge the Cayman Islands as a domicile 
for funds aimed at sophisticated investors 
– will help to strengthen international 

awareness of the island’s growing maturity 
as a funds jurisdiction, according to Tom 
Amy, head of the funds and SPVs group at 
Volaw Trust & Corporate Services and Bill 
Gibbon, a partner at the Voisin law firm.

“The Unregulated Fund is the latest 
extension of Jersey’s strategy to focus on 
niche, sophisticated products for high net 
worth and institutional investors rather than 
retail funds,” Amy and Gibbon say. “With 
eligible funds able merely to notify the Jersey 
Financial Services Commission of their 
establishment, rather than going through a 
full authorisation process, the speed and 
simplicity of the system strengthen Jersey 
as a jurisdiction of choice for alternative 
investments such as private equity funds.”

In fact, they note, the Unregulated Fund 
regime has just been made more user-
friendly to the private equity sector thanks 
to a legislative amendment that effectively 
places limited partnerships (and unit trusts) 
on the same footing as corporate fund 
vehicles. Henceforth, the general partner 
to an unregulated fund that is a limited 
partnership, where the general partner is a 
special purpose vehicle, is now exempt from 
registration for fund service business under 
the Financial Services (Jersey) Law, provided 
that the SPV’s registered office is provided 
by a regulated entity such as a Jersey 
administrator. This means that private equity 
partnerships, which previously were subject 
to regulation of the general partner structure, 
can now enjoy the same flexibility and 
ease of establishment benefits of corporate 
unregulated funds.

It would be a mistake, however, to 
exaggerate the importance of rivalry between 
the two islands, especially when an increasing 
number of custodians, administrators 
accountants and law firms have offices in both 
Jersey and Guernsey and in many cases run 
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the Channel Islands businesses as a single 
operation. “We are a Channel Islands law firm, 
and the Channel Islands compete with the rest 
of the world,” says Daniel O’Connor, a senior 
associate in the corporate group with Carey 
Olsen in Jersey.

“The regulatory regimes are not that 
dissimilar, the philosophy is not dissimilar, 
and if a client comes to our law firm we 
can advise them as to the most appropriate 
jurisdiction, if any of the nuances between 
the islands mean that one or other would 
suit them. We don’t really see ourselves 
as being in competition. What’s good for 
Guernsey is good for us.”

Another factor that has been particularly 
driving the deepening as well as widening 
of private equity business in both Jersey and 
Guernsey over the past couple of years is 
the growing pressure from tax authorities in 
countries such as Germany, Switzerland and 
the UK on the many alternative investment 
managers that use offshore vehicles to 
minimise tax ‘leakage’ for themselves and 
their investors. HM Revenue & Customs in 
particular has been demanding evidence of 
substantial activity in offshore jurisdictions 
to rebut the assumption that funds, 
management companies and other parts of 
the structure should be taxable in the UK.

“Taxation risk will increasingly feature 
as private equity managers invest further 
afield and seek to maximise returns at fund 
level without exposing their investors or 
their holding structures to successive layers 
of tax,” says Kevin Mundy, head of client 
solutions for UK offshore business at BNP 
Paribas Securities Services.

“Mitigation through well-structured and 
acceptable practices will be key, as will the 
need for well-defined investment flows and 
the timely provision of accurate information 
in order to consolidate investment and 
fund performance. The islands have been 

supporting tax-neutral or tax-efficient structures 
for many years and continue to develop tax 
treaties with a number of other countries in 
order to facilitate these requirements.”

A combination of tax considerations and 
operational issues, but sometimes also 
personal preferences, is prompting a range 
of private equity managers to increase their 
presence on the ground in the Channel 
Islands, according to Joe Truelove, head 
of business development for corporate 
clients at Kleinwort Benson in Guernsey. 
“Jon Moulton of Alchemy Partners had all 
his funds administered in the island, and 
decided he might as well move here,” 
Truelove says.

“A lot of larger fund managers have 
established physical locations here too. 
When managers reach a certain size and 
scale, quite a few particularly private equity 
managers have set up their own offices 
and recruited their own staff.” According to 
Lipper, the Guernsey-based administration 
operations of two private equity firms, 
Apax Partners (USD34.2bn) and EQT Fund 
Managers (USD17.1bn), accounted for more 
than 18 per cent of all fund assets serviced 
in the island at the end of June.

These developments play to the islands’ 
strength in intellectual capital rather than 
‘industrial’ number-crunching functions, 
which are often outsourced to jurisdictions 
where large numbers of staff are more 
readily available, according to Horace Camp, 
an executive director with administration 
firm Anson Group in Guernsey. “We lead 
in mind and management and in corporate 
governance, which is essential,” he says. 
“There are more cases of HMRC challenging 
London-based managers, so it’s very 
important to ensure you have mind and 
management offshore. The infrastructure is 
here to prove it.”

The islands’ reputation for probity and 
legal systems that inspire confidence play 
an important role in attracting business, 
especially in an economic environment 
that has put scapegoating of offshore 
jurisdictions back in favour among politicians 
throughout the world. “Blue-chip firms will 
only go to jurisdictions that have equally 
blue-chip arrangements, otherwise they will 
risk their own reputation being dragged 
through the mire,” Truelove says. n
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Kevin Mundy is head of client 
solutions for BNP Paribas 
Securities Services, UK 
Offshore (Jersey, Guernsey 
and Isle of Man)

The Channel Islands: 
a base for private 

equity
By Kevin Mundy

Over the past couple of decades, Jersey and 
Guernsey have both positioned themselves 
as key centres for establishing offshore 
funds, particularly in the alternatives sectors 
of real estate and private equity, for which 
BNP Paribas Securities Services provides 
fund administration, custody, fiduciary 
oversight, corporate services and banking. In 
establishing themselves as primary centres, 
the Channel Islands have continuously 
examined promoters’ requirements in order 
to attract business to the islands.

As near neighbours they have both 
benefited collectively from a strong and 
evolving intellectual base and desire to 
ensure that their product and service offering 
remains attractive and competitive in a 
global context. The islands’ longstanding 
engagement with the fund industry, their 
progressive regulatory frameworks and 
appetite to support the alternative fund 
market have delivered significant growth in 
both alternatives and private equity business.

There is no substitute for the ‘doing’, and 
both have had significant business streams, 
only marginally abated by the recent credit 
crisis, as new opportunities start to evolve 
and we see greater diversification into hedge 
funds, private equity, real estate, structured 
products and infrastructure investments by 
managers that aim to deliver consistent, 
uncorrelated, absolute returns.

With continuing institutionalisation of the 
alternatives space and further convergence 
of traditional long-only managers toward 
more specialist opportunistic investment, we 
will continue to see product widening and 
deepening as private equity managers adopt 
hedge fund techniques and vice versa, and 

real estate managers, for example, build 
portfolios that are less UK-centric.

Current market sentiment is driving 
transparency across a broad spectrum of 
structured products and similar calls for 
hedge fund managers and private equity 
players to show their hand more fully 
have raised the bar on investor reporting, 
performance fee analysis, independence of 
audit and administration and improvement in 
the overall corporate governance culture.

SAS 70-type reviews commissioned by 
general partners will be more widespread 
and private equity players will become 
a little less private, particularly where 
permanent capital vehicles are listed or their 
management firms take a similar route. The 
major private equity houses will probably 
become listed public vehicles in due course.

It is likely, with increasing sophistication 
and variation in the investment model and 
a wider investor base, that the need to 
disclose will drive alternative and private 
equity players to outsource more of their 
non-core activity to administrators and 
custodians who can manage data, deliver 
independence and produce clear and 
concise reporting on a diverse range of 
geographically spread investments.

Accounting and regulatory changes, along 
with the development of a voluntary code 
of practice, will undoubtedly increase the 
focus on the quality of reporting in respect 
of financial performance, balance sheet 
structuring and the valuation methodology, 
particularly as ‘fair value’ on exit can lead 
to greater volatility in the performance of 
the fund.

Taxation risk will increasingly feature as 

BnP PAR iBAS
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private equity managers invest further afield 
and seek to maximise returns at fund level 
without exposing their investors or their 
holding structures to successive layers of 
tax. Mitigation through well-structured and 
acceptable practices will be key, as will the 
need for well-defined investment flows and 
the timely provision of accurate information 
in order to consolidate investment and 
fund performance. The islands have been 
supporting tax-neutral or tax-efficient 
structures for many years and continue 
to develop tax treaties with a number of 
other countries in order to facilitate these 
requirements.

Functionary providers supporting the fund 
are therefore increasingly likely to create a 
hub-and-spoke model where the need for 
client proximity and close market association 
will help manage risk in location but be 
supported by core centres of excellence that 
deliver longstanding expertise in third-party 
administration, custody, fiduciary oversight 
and compliance.

Institutional suppliers will be better 
placed to trade off economies of scope 
and economies of scale as they utilise their 
existing resources, internal networks and 
strong service ethic to implement better 
contractual arrangements with local suppliers 
where they lack coverage. Having a ‘centred’ 
operation in a stable, consistent and well-
regulated jurisdiction is vital to supporting 
and co-ordinating the activities of the 
fund with access to both local and global 
expertise.

The islands have therefore developed 
robust and well-tested legislation that allows 
funds to be structured through a variety 
of vehicles such as limited partnerships, 
unit trusts, limited liability companies and 
protected cell companies, complemented by 
a broad range of fund schemes that run from 
highly regulated to light-touch.

As a result, open- and closed-ended 
schemes can be delivered quickly to market, 
supported by experienced practitioners both 
at the formation stage and post-launch. With 
internationally-recognised law firms and 
accountants available in the islands to help 
with the structuring and significant expertise 
available to support ongoing administration, 
the islands have become strategically 
important to the private equity sector.

They are close to all the major European 
financial centres for raising capital, and 
private equity managers based in the islands 
are responsible for the majority of private 
equity fund assets in Europe. With the 
Channel Islands Stock Exchange available 
in situ and the ability to list private equity 
structures on the Euronext Amsterdam 
exchange without the need for a separate 
licence in the Netherlands, the islands 
continue to demonstrate the quality of their 
regulatory and business environment.

The scope of activity that takes place 
under the banner of private equity is 
extremely varied, but it remains vitally 
important to ensure operational integrity. BNP 
Paribas Securities Services is in the process 
of introducing a global administration, 
accounting and regulatory reporting platform 
to meet the requirements of both the largest 
and small to medium-sized firms for which 
a high-touch service is important. When 
combined with custody, banking and treasury 
services, we look forward to making our own 
contribution to the continued success of the 
Channel Islands’ private equity sector. n

BnP PAR iBAS
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Financial service providers in the Channel 
Islands are feeling the downdraft of the 
economic crisis as overall levels of assets 
under management or administration 
stagnate or decline slightly, but the evidence 
so far is that private equity business has 
held up better so far than hedge funds 
or property, the other main categories of 
alternative investment in which Jersey and 
Guernsey specialise.

To some extent the lower levels of new 
business this year have offered something 
of a breathing space to firms that have 
seen massive inflows over the past few 
years, and that have now seized on the 
respite to make process changes and bed 
in expanded administration teams. And 
most administrators report that while new 
entrants into the private equity market 
and other alternative fund segments are 
having more difficulty in fundraising, well 
established general partners with solid 
records of achievement continue to enjoy the 
confidence of their investors.

“Promoters that have been in business 
for a few years are still launching funds 
and are still able to attract money,” says 
Chris Hickling, head of fund operations at 
Investec Administration Services in Guernsey, 
“but there are fewer launches from new 
promoters because it’s much more difficult 
to attract money without a track record. If 
you already have a fund out there investors 
may be more wiling to put money into your 
second fund, perhaps with a slightly different 
strategy or regional focus.

“We are still receiving plenty of enquiries 
from both existing promoters with whom 
we have been working for some time as 
well as a couple of new ones. Funds aren’t 
coming to launch quite as quickly, but they 
are moving forward. Guernsey saw around 
21 fund launches in the past quarter, a small 
reduction from the previous quarter.

“In private equity and property, it’s still 
too early to see the full impact on net asset 
values, whereas it’s been more significant 
so far for hedge funds. It’s not unusual for 

Private equity 
administration resists 

market gloom
By Simon Gray
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private equity and property funds to have an 
investment horizon of five or seven years 
plus two years for the exit period, and if 
valuations are down that process may be 
held up. On the other hand, there is a lot of 
interest in getting back into the market. If you 
have money, there are a lot of options.”

He is echoed by Horace Camp, an 
executive director at Anson Group, who 
notes that there is growth in funds that invest 
in non-traditional and non-cyclical asset 
classes, such as timber. “It’s the time now 
for funds with ‘opportunity’ in their name,” he 
says. “One investor’s misfortune becomes 
another person’s gain. The potential gains 
will move on to another group of investors 
from those who currently hold the assets.”

Camp believes that Guernsey is well 
placed to respond to the trickier market 
conditions because it has the kind of 
structures that managers require to establish 
the opportunity and ‘vulture’ funds that 
are now in favour. “The past three or four 
years were unusual in that the type and 
size of funds being launched were outside 
the parameters of those of the previous 30 
years,” he says. “There were a lot of IPOs 
and those fabulous billion-dollar funds, 
but they are now few and far between. 
This year has seen few IPOs and the 
funds are smaller, but all the lawyers and 
administrators are still busy.”

They are also being called on to move 
more speedily – something that has been 
assisted by the regulatory changes in both 
islands over the past four years, involving 
administrators taking on responsibility for 
due diligence on behalf of the respective 
regulators, in return for the promise of a 
rapid authorisation turnaround time (or 
simple notification in the case of Jersey-
domiciled Unregulated Funds).

“We are seeing these opportunistic 
people going for value and wanting to set 
things up relatively quickly,” says Graeme 
McArthur, managing director of Northern 
Trust International Fund Administrators 
(Jersey). “Our private equity client base of 
57 promoters are being approached by 
investors that are looking for something, 
and the promoters are then coming to us to 
announce they are launching a fund.

“It may not be the same as previous 
strategies but the opportunities are 

there. Firms that have expertise in asset 
management but are less familiar with 
private equity structuring may be looking to 
establish a private equity-like vehicle with 
different asset classes, such as real estate.”

If anything, the increased scrutiny of the 
alternative investment industry on the part 
of both investors and regulators is set to 
increase the workload for administrators and 
custodians, according to Kevin Mundy, head 
of client solutions for UK offshore business 
at BNP Paribas Securities Services.

“With increasing sophistication and 
variation in the investment model and a 
wider investor base, it is likely that the need 
to disclose will drive private equity players 
to outsource more of their non-core activity 
to administrators and custodians who can 
manage data, deliver independence and 
produce clear and concise reporting on 
a diverse range of geographically spread 
investments,” he says.

“Accounting and regulatory changes, 
along with the development of a voluntary 
code of practice, will undoubtedly increase 
the focus on the quality of reporting in 
respect of financial performance, balance 
sheet structuring and the valuation 
methodology, particularly as ‘fair value’ 
on exit can lead to greater volatility in the 
performance of the fund.”

Some administrators that have specialised 
in areas of the market that are more affected 
by the economic environment are seeing 
a switch to other types of business. For 
example, Kleinwort Benson enjoyed a surge 
of business in listed closed-ended funds 
following the establishment in June 2006 of 
the USD5bn Euronext Amsterdam-listed KKR 
Private Equity Investors, followed by listed 
funds from other US private equity firms 
such as Apollo.

Since then the Guernsey firm has 
handled a wide range of listed vehicles,  14
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Unregulated funds 
boost Jersey’s arsenal

By tom Amy and Bill Gibbon

custodian, nor Jersey-resident directors, nor 
for Jersey-based auditors to be appointed to 
the fund. The fund may only list on a stock 
exchange that permits restrictions upon 
transfers of interests in the fund, to ensure 
that only eligible investors can invest in 
the fund.

By contrast, an Unregulated Exchange 
Traded Fund is a form of unregulated fund 
that need not be regulated by the Jersey 
Financial Services Commission on the 
basis that it is already regulated by a stock 
exchange. Funds listed on a prescribed list 
of stock exchanges may be classified as 
Unregulated Exchange Traded Funds.

An Unregulated Exchange Traded Fund 
may only take the form of a closed-ended 
fund, but may be established as a company 
or cell company, unit trust or partnership. It 
is subject to the same criteria for eligibility of 
investors as an Unregulated Eligible Investor 
Fund. As with the latter, there is no need 
for Jersey-based auditors to be appointed to 
the fund.

Recent amendments to the Financial 
Services (Jersey) Law 1998 allow the 
unregulated funds regime to operate more 
effectively. The general partner to an 
unregulated fund that is a limited partnership, 
or the trustee to a fund which is a unit trust, 
where the general partner or trustee is a 
special purpose vehicle, are now exempt 
from registration for fund service business 
under Article 9 of the Financial Services 
(Jersey) Law, provided that the SPV itself is 
provided with a registered office by a person 
registered as a manager of a managed entity 
(often a Jersey administrator). The Codes 
of Practice that apply to functionaries with 
a fund service business licence will not 
therefore apply. n

The introduction by the Jersey Financial 
Services Commission in February 2008 of 
a system that allows Unregulated Funds to 
be established in the island is a reflection of 
its growing maturity as a funds jurisdiction, 
following the introduction of the Experts Fund, 
Listed Fund and Non-Domiciled Fund regimes 
over the past four years. The Unregulated 
Fund is the latest logical extension of Jersey’s 
strategy to focus on niche, sophisticated 
products for high net worth and institutional 
investors rather than retail funds.

The Collective Investment Funds 
(Unregulated Funds) (Jersey) Order 2008 
allows eligible funds merely to notify the 
Commission of their establishment, rather 
than go through a full authorisation process. 
The speed and simplicity of the system 
provides Jersey with a significant advantage 
in competing with other European and 
offshore jurisdictions to become a jurisdiction 
of choice particularly for private equity funds, 
hedge funds and other alternative funds for 
sophisticated investors. 

There are two categories of unregulated 
fund. Unregulated Eligible Investor Funds 
are open to investors placing a minimum 
of USD1m and to sophisticated investors. 
Investors are required to acknowledge in 
writing their acceptance of the risks involved 
in a prescribed form. In addition, the fund 
must take steps to ensure that its investors 
meet the legal requirements to invest in 
the fund

 The fund may be open-ended or closed-
ended and may take the form of a company 
(or cell company), unit trust or partnership 
(where the general partner is required to be 
a Jersey company). There is no requirement 
for an Unregulated Eligible Investor Fund 
to have a Jersey-based administrator or 

Bill Gibbon is a group partner 
at Voisin
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including hedge funds, that have been listed 
in Amsterdam or on the London Stock 
Exchange, but as the IPO market has dried 
up over the past year Kleinwort Benson has 
seen more work from open-ended funds and 
notably from infrastructure vehicles, according 
to head of corporate clients Peter Mills.

By contrast, the group’s Jersey office 
has long specialised in mezzanine 
finance vehicles, an area that has been 
particularly busy in 2008. “Jersey took on 
the administration of Intermediate Capital 
Group when it was first set up more than 
15 years ago, and our team there has built 
up a particular expertise in mezzanine 
finance,” Mills says. “Since ICG is the leading 
mezzanine finance house in Europe, when 
anyone wants to do a fund our Jersey office 
is always one of the names put forward.”

Northern Trust is also benefiting from the 
growing interest in infrastructure investment, 
which is seen as comparatively recession-
proof and as a generator of substantial cash 
flows, capable of producing the income 
streams that corporate dividends or fixed-
income instruments can no longer be relied 
upon to deliver. 

“Our teams in both Jersey and Guernsey 
are doing infrastructure funds, which we 
bracket together with real estate,” McArthur 
says. “Infrastructure funds involve long-term 
projects to build motorways or other capital 
installations. You have a restricted number 
of investors that commit capital and the fund 
draws it down over a period until the end 
of the project in seven or eight years’ time. 
In many respects it’s similar to traditional 
private equity. We combine the skills of 
administering the capital drawdown process 
with a knowledge of physical property.

“We are seeing more hybrid products 

coming through, and I think it will be an 
increasing trend. One of our clients in Jersey 
is a very large traditional hedge fund manager 
who is seeing the attraction of a private equity-
type structure. You will see an increased mix 
of strategies and structures as people look for 
an absolute return of some kind.”

Far from presenting problems to 
administrators, McArthur says, “we get to 
have much more fun. As clients cross from 
one area to another, we have to combine 
all these disciplines. Northern Trust is a rare 
beast in that it embraces everything from  
money market and traditional long-only funds 
to real estate, infrastructure, private equity, 
hedge funds and funds of funds. We have 
all the expertise we need within our ranks 
and it’s just a question of finding the right 
combination when someone comes along 
with something unusual.”

As a director of Louvre Group, Kevin 
Gilligan belongs to a smaller operation but 
the Guernsey-based trust company and 
fund administrator shares Northern Trust’s 
international scope (it has offices in Dubai, 
Hong Kong and Switzerland) as well as 
its eclectic range of skills. “Our promoters 
are based all around the world and we 
oversee a wide range of strategies, including 
commodities, currencies, single-strategy funds 
of funds, property and private equity,” he says.

“We have the experience to handle 
anything thrown at us, and we’re happy to 
look at anything weird and wonderful. We 
can work with promoters to provide tailored 
solutions even if it doesn’t particularly relate 
to what we’re doing already. We’re quite 
interested in getting involved in alternative 
alternatives such as art, timber or water, 
which offer significant diversification amid the 
credit crunch.” n
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