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The good, the bad and the ugly

In this issue

ADI reviews industry trends and forecasts the year ahead

Features

Life is becoming more complex for structurers of alternative funds. That’s
especially true for managers that have to make decisions on domicile
selection and on the legal structure of funds. The good news that there are
a growing number of options open to them; the bad news is that the tax
and regulatory environment is becoming ever more challenging. And the
‘taxulation’ era that the industry is entering into often adds substantially
to costs.
The following is ADI’s forecast for the year ahead. It covers private
placement, ICAVs and RAIFs, Lux-leaks, ManCo platforms, BEPs and the
drive for greater transparency in everything from fund structures through
beneficial owners of assets in offshore centres. It is also a review of where
the industry is today on a range of issues that will affect its composition in
future. 
Continued on page 10 >>

Solvency II will affect fund domiciliation
After many years of debate Solvency II came into force this month. It is
a Directive for the EU’s insurance industry but has ramifications for asset
managers – and for fund domiciles. Solvency II’s capital rules require insurance
companies to set aside more capital if they want to invest in unregulated
offshore funds. Hedge funds with investments from insurers are setting up EU
domiciled UCITS funds to keep their allocations from this sector.
The aim of Solvency II is to create a harmonised, consistent, risk-based
regulatory model across the EU. In particular it requires European insurers
to have what many of them believe is far too high a level of capital resources
to make allocations to what are deemed riskier investment strategies, such
as hedge funds. Solvency II also requires insurers to have transparent and
more sophisticated risk management systems than was the case prior to this
Directive.
A number of larger insurers have expressed concerns over Solvency II, in
particular the enforcement of a market-consistent valuation approach required
by the Directive and the impact of the ‘equivalency’ requirements. Many
European based insurers fear Solvency II could make them uncompetitive.
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