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Jersey’s funds industry must show its strengths to overcome the challenges ahead

By Richard Thomas, Chairman, Jersey Funds Association

Recent events in the global financial markets have had a significant impact on funds centres around the world, thrusting them into the spotlight and presenting them with a number of challenges.

As a result, Jersey has made a concerted effort to demonstrate its characteristic strengths of stability, flexibility and reliability, as it looks to reinforce its position as a well-regulated, cooperative jurisdiction that remains attractive as a leading centre for funds business.
Whilst there is no hiding from the fact that the coming months will be difficult for the funds industry across the globe, as a result of its swift and decisive action, Jersey is well placed to tackle the challenges that lie ahead and make the most of the opportunities that will arise throughout 2009.
Stability
Maintaining stability, through high standards of supervision and responsible regulation, is crucial for the continuing success of Jersey’s funds sector. Particularly in the current climate, responsibility is key - ensuring that the regulation and infrastructure in place is appropriate and robust in order to retain high levels of investor confidence.
Over the last couple of years, Jersey’s funds industry has worked hard together with the authorities to enhance its business environment, placing stability at its core. The result is a full suite of different fund regimes, from heavily regulated retail funds through to a regulated fast track approval option and an unregulated offering for high value, sophisticated investors.
Moreover, the Island has consistently received third party endorsement from a number of global bodies, underlining its reputation as a responsible centre for funds business.
Most recently, of course, has been Jersey’s inclusion on the OECD’s ‘white list’ of cooperative jurisdictions, following the G20 summit. This was the result of a pro-active campaign to sign tax information exchange agreements with countries including the UK, France and Ireland (bringing the total up to 13 such agreements), with more to follow. This is a major, positive step forward for the funds industry.
In the current climate, establishing an appropriate balance between transparency, in cases of illegal behaviour, and protecting the privacy of perfectly legitimate activity is highly important. Jersey has been very much on the front foot in this respect, whilst the news that other jurisdictions are increasingly supporting this approach is warmly welcomed in creating a more level playing field.
Flexibility
Meanwhile, maintaining flexibility and developing innovative products is vital in meeting market demand and this is an area that Jersey is firmly concentrated on. This focus on innovation has prompted encouraging results. 
Plans have recently been announced, for example, for legislative changes later this year that are expected to be of significant benefit to Jersey’s funds industry. The introduction of two new ‘limited partnership’ vehicles should offer more choice for fund promoters when it comes to structuring investments.
The ‘Separate Limited Partnership’ and the ‘Incorporated Limited Partnership’, as they will be known, will each offer a degree of separate legal personality. Whilst limited partnerships are commonly used in fund structures, the Jersey vehicles do not currently have their own separate legal personality. Modelled on the existing 1994 Limited Partnerships Law, the new limited partnerships will provide further flexibility for fund promoters, with the Incorporated Limited Partnership option also having the advantage of being incorporated.

These enhancements build on recent steps to broaden the suite of fund options available to investors. That there continues to be interest in choosing Jersey as a preferred domicile, particularly for alternative funds, is positive news.
Overall, set against the global benchmark, Jersey’s funds sector has shown a certain amount of resilience. The latest statistics show that, as at December 2008, there was only a marginal decrease of 2% in the total net asset value of funds over the twelve month period. That figure currently stands at £241.2 billion, whilst the total number of funds actually increased over the same period by 161 to 1,472.
Whilst Jersey’s funds industry can take heart from its performance during a tough trading period, there is certainly a need to carefully consider the challenges ahead. As difficult market conditions persist and international pressure grows for increased regulation, Jersey will need to call on its ability to remain flexible and adapt quickly.
Reliability

One of Jersey’s strongest selling-points is its first class infrastructure, which features some of the world’s most respected firms providing fund services, underlining its reliability as a centre for funds work.
Being able to draw on a highly skilled specialist workforce and a network of more than 100 fund service providers, including administrators, managers, offshore law and accountancy firms, is hugely advantageous for the Island.

The Island’s longstanding regulation of independent third party fund administrators is also particularly attractive to investors, who take comfort from the constant oversight of the investment activity that this approach provides.
In fact, despite difficult conditions, during 2008 the number of service providers to open offices in Jersey passed double figures. A recent trend has been for a growing number of fund managers to consider Jersey as a location in which to base their operations - the easy-to-understand, transparent fiscal regime and attractive Island lifestyle proving to be important factors. This is extremely encouraging in the current market.
A focus on the depth of expertise has become increasingly important, which is why nurturing local talent is central for the industry’s long-term prospects. A wide variety of funds-related career opportunities is available in Jersey, ranging from exciting options for graduates looking to enter a dynamic career through to more experienced professionals keen on making a switch into a rapidly changing sector.
The desire to support local talent has led to the development and recent launch of an official funds sector qualification.  The ‘Certificate in Fund Administration’ is of interest to new entrants into the fund administration industry, to those wishing to make a transition from a related industry into funds and to professionals wishing to gain a holistic view of the industry.
Over the years, the Island has earned a reputation for its ability to adapt according to the prevailing markets and this ability has never been more important than it is now. Jersey’s funds industry remains alert and sensitive to the numerous challenges that lie ahead and, due to its focus on creating a stable, flexible and reliable environment for funds expertise, is well placed to make the most of any opportunities that arise over the coming months.
Ends.

