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he term ‘private capi-
tal’ can be used to re-
fer to the nature of the 
investor, namely family 

offices, high-net-worth individuals, 
private banking clients and other 
non-institutional investors, and it 
can also refer to the nature of the in-
vestment, i.e. investment in private 
companies as opposed to publicly 
traded companies, although the 
term encompasses much more than 
just private equity these days. This 
article looks at trends in the global 
private capital industry, principally 
the coming together of private in-
vestors with private equity and oth-
er private asset investments that 
have traditionally been the main-
stay of institutional investors, and 
how Guernsey is the natural home 
for the bespoke structuring required 
for private capital investments.

Recent research by Guernsey Fi-
nance, the marketing agency for the 

Guernsey financial services industry, 
showed two trends:

• The significant rise of private 
capital in private equity and oth-
er alternative investments; and

• Investment managers are being 
seen as a gateway to direct in-
vestment opportunities for pri-
vate investors.

Guernsey, as a longstanding lead-
er in the private wealth and alter-
native investment fund sectors, is 
facilitating and catering for these 
private capital transactions through 
its choice of bespoke investment 
structures and the quality of the 

on-island service providers support-
ing those structures.

A further trend being seen in the 
private capital world has led Preqin, 
the UK company which provides 
market data on the global private 
capital industry, to redefine its sec-
tor terminology earlier this year. 
Whereas it formerly used the term 
‘private equity’ as the generic term 
for all private asset classes, that 
has now been confined to the core 
asset class centred on the buyout 
and venture capital industry, to-
gether with other closely related 
strategies. 

‘Private capital’ is the generic term 
it now uses to refer to the range of 
private closed-ended funds, includ-
ing private equity, private debt, pri-
vate real estate, infrastructure and 
natural resources – reflecting the 
wide choice of private capital funds, 
of which private equity is the most 
established sub-sector, but these 
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positioned to support the rise of private capital
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days not necessarily the fastest 
growing. 

At Walkers in Guernsey we are 
seeing a particular uptick this year 
in LSE-listed Guernsey private debt 
funds and technology funds, which 
is testament to Guernsey’s leading 
position in the listed private capital 
funds space, having more LSE-listed 
entities than any other jurisdiction, 
other than the UK itself.

Some commentators also foresee 
a blurring of boundaries between 
private debt and private equity 
funds, resulting in a new hybrid as-
set class giving investors exposure 
to both asset classes in a single [list-
ed] fund. Guernsey already caters 
for diverse asset classes within a 
single umbrella vehicle with its pro-
tected cell company (PCC) structure, 
which it pioneered in 1997. 

Different asset classes can be held 
in separate ‘protected cells’ with-
in the PCC structure, such that the 
assets and liabilities attributable 
to each cell are legally segregated 
from those of the other cells and the 
‘core’ of the PCC, but with central 
management of the overall umbrel-
la structure, which is a single legal 
entity.

The trends identified by the 
Guernsey Finance research
1. Reasons for the rise in private 
capital and how Guernsey facili-
tates private capital investments:
Since the global financial crisis, pri-
vate wealth has doubled in nomi-
nal terms. According to the Boston 
Consulting Group, Global Wealth 
Report 2018, global personal finan-
cial wealth grew by 12% in 2017 to 
break through the $200trn barrier. 
These high-net-worth private in-
vestors are increasingly looking for 
portfolio diversification away from 
the volatile equity and bond mar-
kets towards private equity, real 
estate and debt investments, which 
have often offered better capital 
preservation and returns than public 
securities in the past decade. At the 
same time, there are more private 
equity opportunities available, as 
many companies are staying private 
for longer, rather than rushing to a 
stock market flotation.

According to the research by 
Guernsey Finance, private capi-
tal can now amount to as much as 

75% to 100% of assets under man-
agement, particularly for smaller/
first-time managers. Guernsey has 
always been a perfect incubator for 
first-time managers, being outside 
of AIFMD until third country pass-
porting is introduced, but offering 
the option to be fully AIFMD com-
pliant from set up and to avail of 
Guernsey’s Manager-Led Product – a 
fast track regime for establishment 
of investment funds under which 
regulatory rules are only applied 
against the manager, not the indi-
vidual funds. Guernsey also offers 
managed fund platforms, whereby 
a new promoter can utilise a cell in 
a managed protected cell company 
structure to pursue its own invest-
ment fund and investment strategy 
through that cell, whilst benefiting 
from the track record of the Guern-
sey manager.

Complementing its thriving pri-
vate wealth sector, Guernsey has 
unrivalled experience and exper-
tise as a home for private equity 
and other alternative investment 
funds of all asset classes, as well as 
LSE-listed private funds. For private 
wealth managers, Guernsey offers 
the perfect fund structure for bring-
ing together clients for investment 
in private assets – Guernsey’s Pri-
vate Investment Fund (Pif) is a prod-
uct that is regulated by the Guern-
sey Financial Services Commission 
(GFSC), but subject to lighter touch 
regulation than other Guernsey 
funds on the basis that the manag-
er makes a declaration to the GFSC 
as to the ability of the investors to 
sustain the loss of their investment 
(at the time of subscription); howev-
er, there are no prescribed require-
ments on the type of investor, their 
net worth or minimum subscrip-
tion. The Pif is a fast track product 
which will be registered by the GFSC 
within 1 business day of receipt of 
the application. It can be marketed 
into the UK/EU under the national 
private placement regimes. Like all 
Guernsey funds, the Pif offers a tax 

neutral investment vehicle and re-
duced costs compared to the likes of 
Luxembourg due to not being sub-
ject to full AIFMD compliance.

2. Trend for direct investment by 
private capital investors: 
The Guernsey Finance research 
showed that investment manag-
ers are being seen as a gateway to 
direct investment opportunities 
for private investors. This is backed 
up by a recent Financial Times arti-
cle – Why the wealthy are investing 
directly in private companies; Spe-
cial Report FT Wealth: June 2019 – 
which reported wealthy individuals 
are increasing their allocation to 
private equity through means other 
than standard funds, including via 
co-investment deals with fund man-
agers and asset by asset deals (e.g. 
club deals). Reasons given for this 
trend include:

• Some private investors are 
themselves entrepreneurs or 
private equity or hedge fund 
professionals and understand 
the risks and challenges in-
volved in the early stages of 
growth

• Private companies value the 
access to the expertise and con-
nections of the investor base

• As a direct investor an individual 
can get involved in the business 
and help shape its strategy

• Investors not wanting to pay the 
management fees of private eq-
uity funds

Guernsey offers a choice of in-
vestment structures for the be-
spoke structuring requirements of 
these private capital investments, 
whether it be the traditional pri-
vate equity structure of the general 
partner/limited partnership; a unit 
trust for tax transparent real estate 
investment; or a PCC for deal-by-
deal investments, for example. For 
that increasing number of private 
investors who want to be involved 
in the management of their invest-
ments, Guernsey’s limited liability 
partnership, a tax transparent struc-
ture which facilitates ownership and 
management, may be appropriate. 
All of these Guernsey structuring 
solutions can be rapidly established 
and are serviced by GFSC regulated 
service providers.  

GUERNSEY 2019  HFM.GLOBAL  21

Guernsey is the natural home for 

the bespoke structuring required 

for private capital investments


