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Luxembourg, Delaware
and the Cayman Islands
remained the top choice
jurisdictions for private

fund managers according
to our survey, which asked

respondents to rate
locations based on their 

business conditions, 
regulatory and tax 

framework

Global 
rankings

The jurisdictions were rated based 
on the below-listed questions, and 
each respondent selected three. 
The percentage amounts indicate 
how many of the respondents chose 
the jurisdiction in question. Where 
respondents were asked to rank their 
three answers, the fi rst answer was 
given three points, the second two 
points and the third one point.

  Next fund
Which of the following domiciles will 
you choose for your next private fund 
launch/reallocation?

  Regulatory framework
Which of the following domiciles 
offer the optimal regulatory 
framework in 2021? 

  Tax framework
Which of the following domiciles 
offer the optimal tax framework in 
2021? 

  Business conditions
Which of the following domiciles 
offer the optimal conditions for 
doing business in 2021, such as local 
expertise? 

Delaware

Cayman Islands

Canada
Will you choose for next fund? 

2%

Will you choose for next fund? 

46%

Will you choose for next fund? 

27%

0 20 40 60 80 100

0 20 40 60 80 100

0 20 40 60 80 100

Other US

Will you choose for next fund? 

9%
0 20 40 60 80 100

British Virgin Islands

Will you choose for next fund? 

0%
0 20 40 60 80 100

Bermuda
Will you choose for next fund? 

2%
0 20 40 60 80 100

 Regulatory framework

Tax framework

      Business conditions
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Australia

Singapore

China
Will you choose for next fund? 

2%
0 20 40 60 80 100

Will you choose for next fund? 

2%
0 20 40 60 80 100

Hong Kong

Will you choose for next fund? 

4%
0 20 40 60 80 100

Will you choose for next fund? 

5%
0 20 40 60 80 100

Guernsey

Will you choose for next fund? 

0%
0 20 40 60 80 100

Jersey

Will you choose for next fund? 

7%
0 20 40 60 80 100

Ireland
Will you choose for next fund? 

7%
0 20 40 60 80 100

Luxembourg
Will you choose for next fund? 

36%
0 20 40 60 80 100

Other Europe

Will you choose for next fund? 

11%
0 20 40 60 80 100

Other Americas (non-US)

Will you choose for next fund? 

0%
0 20 40 60 80 100
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K E Y N O T E  I N T E R V I E W

Real estate managers have begun to target retail investors. However, the challenges 
involved suggest this route is not for everyone, says RBC’s Dirk Holz

The private real estate funds man-
agement industry has historically fo-
cused on investing institutional capital. 
However, the largest global real estate 
general partners are now turning their 
attention to the relatively under-ex-
ploited retail investor market, which 
has had limited access to private real 
estate. This large pool of untapped 
capital could be transformative for the 
industry but will require managers to 
manage a new set of risks and think 
about their business in a diff erent way. 
PERE talks to Dirk Holz, head of pri-
vate capital services, product manage-
ment at RBC Investor & Treasury Ser-
vices, about these new developments. 

Q How are real estate 
managers seeking to 

expand their capital base?
Historically, I would say, the main 

driver for real estate and also private eq-
uity and infrastructure was institutional 
money. We have seen signifi cant growth 
in real estate assets under management 
over the past 10-15 years, which has 
come from institutional investors in 
funds and club deals. However, over the 
past 24 months, we have seen the global 
top managers starting to assess their fu-
ture source of investment funds. There 
is a large part of the world’s overall as-
sets and wealth that has been largely 
ignored by private real estate managers 
and that is the retail space. 

The defi nition of a retail investor is 
broad and might range from individu-
als investing $50 a month to high-net-
worth individuals who might be happy 
to invest half a million or even more 
in a single vehicle. We are now seeing 
some new funds being designed to en-
tice retail investors.

Q Do managers expect the 
fl ow of institutional capital 

to slow at all?
I think there will be even more insti-
tutional money fl owing in. There have 
been a couple of regulatory changes in 
the US, particularly for pension plans, 
which are now allowed to invest more 
into real estate and other private assets. 
We are also seeing more liquid and list-
ed money moving into the private asset 
or real estate space. In Canada, in par-
ticular Canadian pension plans, this is 
a trend we have been witnessing in the 
last 10-15 years. Some of these big pen-
sion plans have an allocation towards 
private assets and real estate of around 
40 percent.

However, I think the competition 
is also increasing. Over the past fi ve to 
10 years, we have seen a huge consol-
idation of investments going to a few 

Shopping for retail money
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really big managers. Around 60 per-
cent of the global money raised for real 
estate goes into the top 10 managers, 
which suggests there are untapped are-
as such as retail investments. Managers 
are looking at areas that are untapped. 
For example, retail investment in real 
estate via real estate investment trusts 
in the US and UK. 

However, the exposure and the re-
turns are not the same as those off ered 
to institutional investors in closed-end-
ed structures. Also very few retail in-
vestors can access private funds; for 
example, according to Forbes, only 2 
percent of the US population is able to 
invest in private funds. Therefore man-
agers, especially those with a large plat-
form, are looking to roll this out into 
the retail market. 

Q What are the challenges for 
managers looking to attract 

retail capital?
There are clearly some challenges. A 
traditional real estate fund is normally 
a closed-ended structure, with seven, 
eight, perhaps 12 years where the in-
vestor is committed and locked in for 
the whole life cycle of the fund. This is 
generally not what retail investors are 
really looking for; they always want to 
have a little bit of fl exibility, which is 
why the stock market appeals to them.

This creates a challenge because 
if you are in the real estate space, by 
defi nition, these are illiquid assets. If 
you wish to liquidate a property, even 
though the process is faster these days 
than 10 years ago, there is still a bid-
ding process and due diligence, and fi -
nancing to be taken care of. I would say 
three to six months is quite usual and 
for bigger portfolios, it’s even longer. 

Managers which are opening up 
towards retail investors have to design 
a model that off ers them some sort of 
redemption possibilities. Perhaps daily 
redemptions are not necessarily the way 
forward with an illiquid asset class – al-
though you could allocate a percentage 
of the portfolio to more liquid assets, 
which could be real estate investment 

Q Most managers said they were ‘quite or very prepared’ 
to manage liquidity in open-ended real estate funds in 

the case of a downturn. Does this seem realistic?
This is not just in relation to retail funds of course, but all open-ended 
structures. When there is a downturn or a global fi nancial crisis as we have 
seen, there is signifi cant pressure on managers because values fall, which 
aff ects loan-to-value ratios. And as we have seen in the pandemic, there 
might be sectors with falling rents. 

However, I am not surprised that managers are pretty confi dent because 
managers have learned a lot over the last 10 years about how they can 
manage downturns. However, these questions around liquidity are rather 
diff erent when a manager is operating with retail investor capital. 

trust units for example or other real es-
tate-linked liquid products. 

However, by that, you’re automat-
ically taking away a bit of the perfor-
mance, especially if you have to hold 
more cash. When you’re investing in 
liquidity, you are not getting the same 
return as if you were investing directly 
into the assets. 

We are seeing some managers 
moving into what you might call semi 
open-ended funds, where there is a no-
tice period and some lock-up periods, 
which gives the fund a little bit more 
fl exibility in the case of a redemption. 

However, while these structures 
work in a good market, we have seen 
in the past that they are vulnerable in 
a downturn. For example, during the 
fi nancial crisis in 2008, there was a run 
on some funds, because investors want-
ed to liquidate and get all their mon-
ey out. This is exactly where this asset 

class has limitations because you can-
not just sell a building overnight, and if 
everybody else is fi re selling then sales 
are even more diffi  cult to execute.

There are mechanisms and ways 
to get around these obstacles, such 
as lock-up periods and a queue of in-
vestors who only join when someone 
leaves, but this is the main challenge 
for managers – to manage the contra-
diction between a long-term invest-
ment and short-term liquidity.

As well as liquidity management, 
there will be an entirely diff erent kind 
of connectivity between managers and 
retail investors. Reporting and the 
feedback from investors will also be 
diff erent. Until now, the world of pri-
vate real estate has been quite closed; 
it is a niche and so there is not much 
noise publicly about performance or 
transparency. 

With more retail investment, there 
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“We are increasingly 
seeing that managers 
need global partners to 
assist them with  
their global portfolios 
of entities, assets  
and investors”

will also be more visibility of funds, 
which managers need to be prepared 
for. If retail investors go into these 
fund structures, you will read things 
on social media; there may be negative 
comments on the internet about a fund 
or manager. This will require a com-
pletely different kind of perspective, 
which perhaps the managers have not 
yet fully assessed and potentially even 
understood.

Q What type of managers 
are looking at products for 

retail investors?
In the retail space, the leading large 
managers have a big advantage. We 
have seen a rise in mega-funds, raising 
$10 billion or $20 billion, for global 
real estate mandates. People are talking 
about the possibility of a $100 billion 
real estate fund. The largest manag-
ers have the infrastructure to raise the 
money and to invest it as well. They 
can take on huge deals and portfolios. 
This gives them a completely different 
kind of investment power, a different 
kind of purchase pressure on the seller. 

A lot of institutional investors love 
these mega-funds, because they au-
tomatically offer diversification and I 
think this will appeal to retail investors 
too. Another big advantage of the me-
ga-funds is that they can deploy capital 
quickly, which means they face less of a 
challenge to manage liquidity.

Q Where does that leave 
smaller managers?

Smaller boutique or specialist funds, 
those with $500 million to $1 billion of 
assets, will always play a very important 
role. They tend to be very specialized, 
focusing on a sector, a geography, or a 
strategy – you might have a niche strat-
egy looking at converting offices affect-
ed by the pandemic into housing. 

Such strategies, by definition, have 
a different kind of risk profile but are 
very attractive for institutional inves-
tors who don’t need diversification at 
the fund level because they have diver-
sification in their own portfolio. These 

funds are offered by smaller managers, 
which are a different sort of business; 
they are very close to the assets and 
are very hands-on in generating value. 
Their funds have a more limited pool 
of investors who tend to be more active 
in their involvement.

Q Turning to the survey, were 
you surprised to see a fairly 

neutral response to the query 
about the effects of regulatory 
changes on marketing to retail 
investors? There was also 
a majority view that hybrid 
institutional/retail funds 
would be at least moderately 
successful in attracting retail 
investors.
It was surprising to me that most peo-
ple were neutral on the effects of reg-
ulation, with more positive than nega-
tive, but I think it is partially explained 
by the relatively small number of man-
agers who are looking in to launching 
retail funds. However, the Alternative 
Investment Fund Managers Directive, 
for example, will have a significant 
effect because it limits the ability of 
managers to market funds which are 
regarded as high risk to retail investors. 
It is slightly the same with regard to 
how hybrid institutional/retail funds 
will work – most managers are not yet 
thinking about this. 

Q What changes do you see 
coming for managers, 

especially for those considering 
a move to take on retail capital?
We have seen managers doing a lot of 
fund services work in-house or using 
service providers to manage fund ad-
ministration. 

However, I think we are seeing 
more and more managers looking for 
support from banking players. This 
is because they can support managers 
with regard to fund administration 
and regulation, but more importantly, 
helping with cash and liquidity is in the 
DNA of banks. 

As I previously mentioned, liquidity 
management will be the major chal-
lenge for managers looking to take 
on retail capital. For example, banks 
can offer bridge financing to help with 
capital calls. A lot of managers use non-
bank players, which cannot offer that 
piece, so I think that need for liquidity 
support served by banks will be a differ-
entiating factor. 

The reporting side will change; we 
have already moved from annual to 
quarterly or monthly reporting and we 
may see even more frequent reporting 
to aid redemptions. There is also a lot 
of data, which is not structured or even 
readily available. Managers and service 
providers are working to make more of 
this available and there is also a need, 
not just to use it, but to add value... 
Both the redemption and reporting 
environments will be different due to 
the scale of retail investment. An insti-
tutional fund might have between five 
and 50 investors, but a retail fund can 
easily have 10,000. 

We are increasingly seeing that 
managers need global partners to as-
sist them with their global portfolios of 
entities, assets and investors. As well as 
a global presence, a crucial part of this 
service offering needs to be technolo-
gy; especially to support managers on 
reporting. These changes in the oper-
ating environment of managers will all 
be affected and accelerated by a move 
into the retail investor space. n
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Managers are positive about growth expectations even as they 
prepare for new challenges in the regulatory environment

Reasons for optimism 
in a period of recovery 

The ongoing coronavirus crisis has 
forced managers to re-evaluate 
many aspects of their business, 

including adapting to changes in their 
investor base and determining the 
best locations to domicile funds going 
forward. The market sentiment dur-
ing these uncertain times is captured 
in our exclusive survey, carried out 
in conjunction with RBC Investor & 
Treasury Services. The survey looks in 
depth at the impact of covid-19 on the 

industry, such as how much managers 
view the crisis as a barrier to meeting 
their objectives in 2021 compared to 
other factors including the economic 
environment and competition.

One notable fi nding is that in an 
unpredictable and volatile market, the 
expectations for growth were surpris-
ingly optimistic, as outsourcing gath-
ers momentum and ESG initiatives 
are expected to generate growth and 
drive innovation. The survey included 

a wide range of managers, both in 
terms of geography and size, in order 
to gain a clear perspective of current 
views surrounding regulatory chang-
es and future opportunities in the 
marketplace. In total, we surveyed 57 
fi rms, of which 53 percent were locat-
ed in the US, 25 percent in Europe and 
9 percent in Asia. Over a third of survey 
respondents have AUM of more than 
$5 billion and 84 percent have more 
than $1 billon. n

0 10 20 30 40 50 60 70 80

10 years

Five years

Three years

One year

0
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100
Q9

What is your growth forecast (based on % increase from now) for your AUM over the specifi ed 
time horizon? (% of respondents)

Does your organization plan to leverage 
capital call facilities over the next 12 months? 
(% of respondents)

 More than 20%    
 Between 10% and 20%    

 Between 5% and 10%    
 Between 1% and 5%   

 0%

 Don’t know

 No

 Yes



46    PERE    •    October 2021

Analysis

Real estate fund managers expect the strongest growth 
in their investor base to come from North America, 
continental Europe and parts of Asia. However, they 
expect less growth from the UK, Australia and China. 

More than three-quarters of managers predicted either 
a large or small increase in their investor base to come 
from North America, with 37 percent expecting strong 
growth. Meanwhile, a total of 72 percent expected growth 
in their European investor base but were less optimistic 

about the UK. While 44 percent of managers expected a 
small increase from both the UK and Europe, more were 
optimistic about seeing a large increase from European 
investors – 28 percent versus 13 percent for the UK.

While 64 percent of managers expected growth from 
Asia (excluding China, Middle East and Australia), only 
34 percent expected growth from China, which also saw 
the largest number of managers expecting their investor 
base to shrink (5 percent).

Strongest growth expected in North America 

0 10 20 30 40 50 60 70

Europe 
(excluding UK)

UK

Asia (excluding 
China, Middle East 
and Australia)

Australia

Middle East

China

Americas (Central 
and South)

Americas (North)

Q7
How do you expect your investor base to change in the next fi ve years, by location of investor? (% of respondents)

How do you expect your investor base to change in the next fi ve years, by type of investor? (% of respondents)

0 10 20 30 40 50

Retail

Other Institutional 
Investor

Corporate

SWF/government

Pensions

Q6

 Large increase

 Small increase

 Remain the same

 Small decrease

 Large decrease

 Large increase

 Small increase

 Remain the same

 Small decrease

 Large decrease
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A fl agging economy presents the largest threat to 
real estate investment managers achieving their 
objectives this year, with more than half saying it 
was the main barrier to their success. 

Participating managers were asked to list 
the top three barriers to achieving their goals 
in 2021, leading to a score for six risk factors. 
The economic environment scored nearly 
twice as high as the second most cited factor, 
competition. However, the covid-19 pandemic 
and its consequences scored only marginally less 
than competition.  

Geopolitical events and regulation were also 
considered signifi cant barriers to managers 
getting what they wanted in 2021, scoring almost 
as highly as competition and the pandemic. 
However, technology – which is becoming 
increasingly important for real estate investment 
managers, especially for fund administration and 
reporting – appears to be fi rmly regarded as a 
benefi t rather than a threat to managers, with 
only a small number declaring it one of their top 
three threats.

0 10 20 30 40 50 60 70 80

They have resulted in a lower level of retail 
capital in our products

They have increased our regulatory burden 
but the amount of retail capital in our 
products has not changed

They have helped us increase our footprint 
in the retail market because retail investors 
now are more able to invest with us

They have standardized our marketing efforts
and therefore helped us to better position 
our products to retail investors

Q11

0 10 20 30 40 50 60 70 80

We are already providing enough 
information about liquidity risks in our 
marketing materials

The regulatory burden is not high and so the 
regulations are appropriate

While the regulatory burden is high, the 
information significantly helps investors and 
so the regulations are appropriate

The regulatory burden is disproportionately 
high and the additional benefit provided not 
sufficiently significant for investors

Q12

Faltering economy threatens managers more than covid-19
What will be the main barriers from meeting your objectives in 2021? 
(Respondents selected top three. First-rank concern: three points; second 
rank: two points; third: one point)

How have regulatory changes affected the marketing of your real estate funds to retail investors? (% of respondents)

What is your assessment of regulations that require the inclusion of greater information about liquidity risks in marketing materials for retail investors? 
(% of respondents)
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The majority of real estate managers surveyed 
believe that the regulatory burden involved 
in attracting retail investor capital to their 
funds is a price worth paying. However, that 
majority is only slender. 

A total of 52 percent of managers said 
the regulatory barriers currently in place, 
as well as possible future requirements, for 
allowing retail capital into fund products did 
not outweigh the benefi ts of attracting more 
capital. 

More real estate investment managers 
are turning toward retail capital as a way to 
grow and diversify their businesses. At the 
same time, retail investors are looking for 
higher return strategies, especially those with 
higher income. Matching their needs with 
the ambitions of managers, however, involves 
dealing with a strict regulatory environment 
designed to protect consumers. This burden 
and the likelihood of more regulation in the 
future was enough to discourage 48 percent of 
managers.

Regulatory burden is a price worth paying

Generally speaking, how successfully do you feel hybrid institutional 
retail real estate funds are structured to attract retail investors? (% of 
respondents)

How prepared are you to avoid liquidity risks for open-ended real 
estate funds in case of a downturn? (% of respondents)

Do you think all regulatory barriers currently in place, as well as possible 
future requirements for allowing retail capital to fl ow into fund products, 
outweigh the benefi ts of attracting more capital?

Q15

 Not successfully

 Moderately 
successfully

 Successfully

 Very successfully

 Not at all

 Somewhat

 Quite 

 Very

Yes

48%

No
52%
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US alternative fund managers are growing and diversifying their businesses, 
which is leading to a rise in outsourcing and the popularity of EU domiciles, 

says RBC I&TS’s Cyril Schopfer

Many US-based alternative investment 
managers have grown rapidly over 
the past few years and expect further 
growth from new markets and new 
investor audiences. Larger managers 
with more international business are 
turning to domiciles in the EU in or-
der to keep in line with regulations and 
to meet investor demand, says Cyril 
Schopfer, director of client coverage at 
RBC Investment & Treasury Services 
(RBC I&TS). Meanwhile, demand 
for outsourcing is both increasing and 
being refi ned by managers looking for 
a one-stop solution for many of their 
back and front offi  ce needs.

Q The survey shows 
Delaware, Luxembourg 

and the Cayman Islands as 
the most preferred domiciles. 

What are your thoughts on this 
and some of the other popular 
domiciles with regard to US 
managers?
Firstly, over time we have seen that 
managers and structures have become 
more global and complex. Historically, 
from a US perspective, we witnessed 
investment structures mainly domiciled 
in Cayman and Delaware. However, it 
has evolved dramatically over the last 
few years with a sustained trend towards 
Luxembourg, and what we typically see 
now are parallel structures that are be-
ing established in Luxembourg, which 
are then co-investing alongside Dela-
ware or Cayman entities, for example. 

We see this refl ected in the survey, 
with the results showing Luxembourg 
overtaking Cayman with respect to the 
intention of managers for the domicile 

of their next fund. This is happening 
despite signifi cant eff orts by the Cay-
man Islands to enhance their regulato-
ry framework. 

In addition, Ireland has recently 
put itself on the map with the amend-
ment of the Investment Limited Part-
nership Act, establishing Ireland as a 
solution for private funds, which was 
previously lacking. I believe we could 
expect some of that capital fl ow being 
redirected toward Ireland in the fu-
ture as we have already seen some fi rst 
movers launching ILPs. Drawing the 
parallel with UCITS and liquid alter-
natives, US-based asset managers tend 
to prefer Ireland because of the cul-
tural alignment and the language. We 
should also not underestimate the time 
diff erence. Ireland is one hour closer to 
the US, which makes a diff erence in a 

Preparing for global growth
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day, especially if the manager sits in the 
Central or Pacifi c time zone. Ireland 
has a long history of servicing alterna-
tive funds, using well-established lead-
ing service providers, including RBC.

These trends are also driven by in-
vestor demands and regulations. Eu-
rope continues to off er an attractive 
fundraising opportunity for private ve-
hicles. With the right partner, setting 
up and managing a vehicle in Europe 
is easier than it previously has been. 
In the US, the alternative investment 
marketplace has become very crowd-
ed and highly competitive, therefore 
US-based asset managers are looking 
for additional channels and additional 
source of capital. However, there are 
two ends of the spectrum: at one end 
we are seeing some US-based asset 
managers still operating in the Cayman 
Islands and Delaware with intentions 
to continue doing so. 

There is investor demand for more 
regulated structures that off ers better 
transparency and investor protection. 
Therefore, on the other end we are 
witnessing some of the larger managers 
selecting Luxembourg as their domicile 
of choice. At RBC I&TS, we specialize 
in consulting with managers to support 
their future off shore ventures from 
an early-stage of providing insightful 
knowledge to execution. We evolve and 
partner with managers as they continue 
to become more global and diversifi ed. 

Q The Channel Islands 
domiciles of Jersey and 

Guernsey didn’t emerge as 
preferred locations – Guernsey 
wasn’t picked at all – despite 
having the same time zone as 
Ireland. Why is that?
Guernsey has been very popular for 
British and European asset managers, 
but not as popular for US-based asset 
managers. Before the Alternative In-
vestment Fund Managers Directive 
regulation, European asset managers 
were operating off shore from EU juris-
dictions, and would operate and set up 
funds in the Channel Islands, whereas 

Q The survey found that nearly three quarters of managers 
intended on leveraging capital call facilities over the 

next 12 months. Were you surprised by this?
No, there was an overwhelmingly positive response to that question! This 
is aligned with what I have stated about the need for that one-stop shop, 
where the provider can support the fund manager with balance sheet as 
well as their fund servicing needs. A capital call facility has become the 
norm, whereas a few years back this wasn’t necessarily the case. It is the 
exception when a manager doesn’t use a capital call facility as it provides 
speed to market and provides operational effi  ciencies. 

You might think that a capital call is an easy process, but where there 
is a global investor base, a capital call can be a complex operation.  Since 
its 2015 inception, our fund fi nance team has provided in excess of 
250 facilities. The team provides multi-currency subscription capital 
call facilities, NAV/hybrid facilities, liquidity redemption facilities and 
manager/ManCo fi nancing to global private capital managers across 
buyout, infrastructure, real estate, credit and secondaries strategies and 
other alternative asset managers. We have built a global platform with 
expertise in lending to structures domiciled in and across geographies 
including Asia, EMEA and North America. 

US managers would have set up funds 
in Cayman and Delaware. 

The Channel Islands off ers a fast, 
effi  cient and commercially-minded fi -
nancial environment with strong reg-
ulators, however they are not in the 
EU therefore they do not off er the 
European passport like Luxembourg or 
Ireland. The Channel Islands are doing 
a lot of work to promote their jurisdic-
tions to US managers. 

Jersey and Guernsey are considered 
“third party” countries from an EU 
perspective. Therefore, the full scope 
of AIFMD does not apply and they can 
provide third-country access to EU in-
vestors through the National Private 
Placement Regimes.  

Q What are the options for 
US managers looking to 

set up in Europe?
To be successful with a European 
launch, a manager needs to familiarize 
oneself with the European regulatory 
framework and the operational diff er-
ences that it creates. We spend a lot of 
time talking to managers to help them 
understand the options and the impact 
for their operating model. The inten-
tion is always to add value and to be 
an extension of the existing operating 
process and to not change the way they 
operate today. Many US managers be-
lieve launching in Europe is complicat-
ed and diffi  cult, but the reality is that 
the European market is simpler, faster 
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and easier to enter than many US man-
agers may think. 

It is very important to get the right 
partners from the outset such as the 
right fund lawyer, the right fund ad-
ministrator, depository, auditor and, if 
the company decides to outsource the 
alternative investment fund manager 
function, to get the right AIFM. Two 
important requirements of AIFMD for 
US managers are the necessity for a 
designated AIFM and a depositary. 

One of the fi rst things to consider is 
whether the manager wants to launch 
their own AIFM or whether they want 
to outsource. Many US managers 
would initially go for the outsourcing 
option with the intention, for some to 
bring it in-house at some point in the 
future. I think it’s a good model be-
cause it means you immediately work 
with a partner who has local expertise. 
Once appointed, the third-party AIFM 
can delegate some functions. It’s nor-
mally the case that the AIFM delegates 
the portfolio management back to the 
asset manager in the US. 

Taking the in-house option means 
the manager must fi le an application 
for authorization with the relevant reg-
ulator. Furthermore, it must demon-
strate local substance to design and 
implement the required frameworks of 
oversight, governance, compliance and 
risk as per the directive.  

It is also important that managers 
targeting Europe have access to the 
markets they wish to access, which may 
be diffi  cult as European regulations are 
continuously changing. 

For example, with the implemen-
tation of the Cross-Border Fund Dis-
tribution directive in Europe, there is 
a change in the defi nition of pre-mar-
keting, which means previously one 
could test the waters, however now one 
needs to be registered. There are dif-
ferent outsourced models which deal 
with this, for example chaperoning, 
which works well where the manager 
is targeting a set number of investors. 
The model provides regulatory cover 
and the service provider is involved 

in activities and interaction between 
managers and investors. If the manager 
wants full access to Europe, a tied agent 
model is the preferred option. 

We are also seeing an increase in 
fund managers working with a credit 
institution, which provides the security, 
stability and reliability a bank can off er, 
back the depositary liability while in-
creasing investor confi dence and sup-
porting a manager’s fi nancing needs, 
whether that is at the fund level or at 
the asset level. 

Q How do you expect 
outsourcing as a solution 

for managers to develop? Will 
we see more of it?
Outsourcing already has momentum 
and is only going to grow in future. 
Europe has been slightly ahead of the 
US because demand for outsourcing 
has been driven by local regulation, but 
the US is catching up. 

There is a strong culture of conduct-
ing activities in-house but I think the 
cost of technology, digitalization, de-
mand for data to meet investor demand 
and the rapid evolution of regulatory 
framework are all factors driving out-
sourcing. Fund administration or an-
ti-money-laundering/know-your-cus-
tomer, for example, are two of the main 
areas where managers are considering 
outsourcing. 

Managers are at diff erent stages of 
their respective journey. Some have a 
fully outsourced model and others are 
doing most things in-house, but I think 
they are all looking at optimizing and 
organizing their operations. What has 
happened with some of those largest 
managers, with the signifi cant amount 
of capital that they have raised in recent 
years, is that some of them have add-
ed providers on an ad hoc basis. Sub-
sequently, this results in 10-15 service 
providers across the board, which is 
certainly not the optimal model.

We are also seeing an increased 
demand for a one-stop shop solu-
tion, where managers are looking for 
partners who can support investment 

activity as well as fund administration 
and investor services. A partner that can 
support capital deployment by provid-
ing fi nancing solutions at the fund or 
asset level. As a large global bank, we 
off er an end-to-end solution leveraging 
RBC’s breadth of expertise and ser-
vices with the ability to support them 
throughout the fund life cycle across all 
levels of the structure, for example by 
providing a capital call facility and fund 
administration at the fund level, by act-
ing as an adviser on a deal at the asset 
level and by supporting the fi nancing 
needs, which is closer to the individuals. 

Q There appears to be a 
considerable amount of 

optimism among managers, 
with most forecasting strong, 
and in some cases very 
strong, growth in assets under 
management in the next 10 
years. Does this chime with 
what you see in the market?
The survey came up with some aston-
ishing expectations for future growth, 
with more than a third of managers ex-
pecting in excess of 20 percent growth 
over the next 12 months and more than 
half expecting more than 20 percent 
growth over the next three years. That 
shows that these managers are deliv-
ering the performance investors are 
looking for – the track record is there 
to support their fundraising. The larg-
est managers are getting a big share of 
the cake and they are achieving it by 
acquiring teams, diversifying, launching 
new asset classes and new products, and 
entering new geographies. 

There are also new distribution 
channels where we are witnessing di-
versifi cation of the investor base. An 
increasing amount of family offi  ces are 
investing in private assets, and high-
net-worth individuals want to have the 
ability to benefi t from the performance 
of those investments. Managers are also 
looking at the retail space, and we are 
seeing an increasing amount of institu-
tional investors allocating more to pri-
vate assets. n
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