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Foreword 
“This comprehensive independent research report is essential reading for US alternative asset managers.  
The international investor audience for private capital and alternative strategies continues to grow  
exponentially so the right decision on where to domicile funds is more important than ever.  

Cerulli’s research highlights that not all domiciles are created equally and it is important for fund managers  
to understand the comparative advantages across jurisdictions. 

The paper lists a number of key factors to consider when choosing a domicile, drawing on in-depth  
interviews with senior private capital executives involved in domicile selection. So, it is pleasing that  
Guernsey’s well-respected funds industry, developed over many decades, ticks many of the white paper’s 
recommendations for domicile success, including:

• a strong and efficient regulatory framework, with a variety of structures enabling greater speed to market, 
• an experienced and expert broad ecosystem of service providers, 
• proven global distribution for Guernsey-domiciled funds under NPPR, 
• a tax neutral environment with robust substance, 
• fast-track migration for existing funds looking to change jurisdiction, and 
• value for money with competitive, lower than perceived, operating costs.

While the range of macro factors that influence investment managers’ decisions is ever-changing, if managers 
are looking for a long-established, internationally respected and well-regulated jurisdiction, they would do well 
to consider what Guernsey has to offer.

Our thanks to Cerulli for an insightful and balanced white-paper, which we hope will be of use to private capital 
and alternative asset managers looking to attract the growing global investor market for the future.”

Rupert Pleasant 
CEO Guernsey Finance

About the Research

In 2022, Guernsey Finance commissioned Cerulli Associates to conduct an independent review of how U.S. asset managers 
looking to raise non-U.S. capital for alternative investment strategies make domicile decisions for those products, with 
the goal of publishing best practices. Cerulli’s research and best practices are based on conversations with approximately 
20 senior private capital executives directly involved in the domicile selection process. Both smaller (<$10 billion) and 
some of the largest firms ($1 trillion-plus) are represented. Participants were heavily sourced from U.S. and European 
asset managers but are part of global businesses and span a variety of functions from C-suite leadership to tax, legal, and 
product development functions.

Rupert Pleasant



3Fund Domicile Selection

Summary

Summary

Introduction

Why Focus on the Domicile Decision?

Section One: Existing Domicile Selection Process and Common Pain Points

Key Roles Involved

Regulatory, Structural, and Tax Considerations

Service Providers

Switching Costs

Section Two: Domicile Comparative Advantages

Regulatory Framework

Investor Preference

Listing Options

Summary Key Recommendations for Domicile Success 

Conclusion

3

4

5

6

7

7

8

8

9

10

10

11

12

13

Table of Contents

As private capital assets grow, a wider variety of managers—both legacy alternative manager firms and 
traditional managers looking to distribute alternatives—are looking to offer alternative exposures to a 
global investor base composed of institutional, sovereign, and high-net-worth investors.

• Amongst other decisions, private capital managers will face difficult choices about domiciles and they will often have 
to do so without full knowledge of whether they will be able to reach scale, who their final investors will be, and the 
preferences of these investors. 

• Domicile decisions are being made in an environment of rising substance regulation, meaning the decision will carry 
greater heft than before—and will be difficult to undo. 

• Managers will need to focus on jurisdictions where they have or can build substance, not only those with a strong 
regulatory environment and developed fund industry (e.g., service providers), but also those that can support their 
structures and be responsive to their needs.

• Already contending with the uncertainty of raising capital in new markets, pain points for alternative managers to avoid 
when possible include overly stringent regulators and understaffed service providers.

• Firms can benefit from a careful comparative advantage analysis of available domiciles as well as their own product 
development plans and target investors.

3Fund Domicile Selection
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Introduction

A range of macroeconomic factors and 
manager efforts to distribute alternative 
strategies are resulting in “Goldilocks” 
timing for alternative strategies: greater 
supply from managers is meeting 
demand from investors seeking to meet 
a range of objectives from diversification 
to greater income and greater returns. 
Global alternative investment markets 
are growing, with $8.7 trillion in private 
investment assets as of 3Q 2022 and a 
further $3.6 trillion in hedge fund assets 
as of 2021. Since year-end 2018, global 
private investment assets have almost 
doubled, increasing 92%, and posting 
double-digit increases each calendar 
year through 2021. There is no question 
that alternative product development 
and distribution plans are critical to 
asset managers that are seeking  
to raise capital from a variety of client 
types, across different segments  
and geographies. 

Firms also know this is difficult. As 
one private equity executive puts it: 
“There’s a reason why firms like ours 

have not historically raised a lot 
of capital outside the U.S. and it’s 
because it’s hard. The regulations 
are immense and getting bigger and 
bigger and it’s much more expensive 
to run an offshore fund than a U.S. 
fund.” Increasingly, as similar firms 
recognize the opportunity to gather 
non-U.S. capital at scale, they are 
domiciling funds internationally, in 
established yet nimble regulatory 
regimes like Guernsey and Jersey, the 
EU jurisdictions of Luxembourg and 
Ireland, and Cayman and Delaware.

As U.S. traditional and alternative 
investment managers are focused on 
growing their alternative businesses, 
with some firms new to offering such 
capabilities, all are aiming to tap 
into increasing demand from U.S. 
investors. However, the increased 
use of alternatives is not constrained 
to U.S. investors, but rather is global 
in nature. For example, European 
private equity (8.8%), private debt 
(12.8%), and infrastructure (22.2%) 

Global Private Investment Assets Under Management by Strategy, 2018–3Q 2022 (US$ billions)

Source: PitchBook | Analyst Note: Excludes dry powder. Real assets include infrastructure and natural resources.

Sources: eVestment, Cerulli Associates

Global Hedge Fund Assets 
Under Management, 2017–2021  
(US$ billions)

Private equity Venture capital Private debt Real assets Real estate Fund of funds Secondaries

2018 2019 2Q 20222020 2021

$127
$364

$4,534

$528
$572
$503
$746

$1,693

$140$389

$5,209

$555
$612
$591

$996

$1,925

$156
$449

$6,102

$577
$619
$684

$1,345

$2,273

$226
$594

$8,309

$692

$741

$838

$2,047

$3,172

$218
$614

$8,716

$730

$778

$841

$2,425

$3,111

2017

2018

2019

2020

2021

$3,280

$3,180

$3,300

$3,360

$3,600
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have all experienced sizable three-year 
compound annual growth rates as of 
year-end 2021. Meanwhile, more than 
60% of Asia-ex Japan distributors and 
family offices recommend at least a 
5% allocation to each of private equity, 
private debt, and real estate, according 
to Cerulli research.
  
Alternative investment managers 
are building capabilities to target a 
wider range of investors beyond their 
institutional base, which is increasingly 
saturated in terms of their ability to 
allocate to alternative investments—a 
theme often referred to as the 
democratization of alternatives. Global 
high-net-worth investors are becoming 
a core focus. As firms develop 
alternative capabilities, they will need 
to decide which strategies to offer and 
to which audience. Amongst a broader 
set of distribution decisions, they will 
need to decide how to structure, which 
investor segments to target, and where 
to domicile their offerings.

European Private Equity Assets Under Management, 2015–2021 (US$ billions)

Why Focus on the  
Domicile Decision?

The domicile decision can be a 
challenging one as it has meaningful 
implications for distribution potential, 
speed to market, and set-up as well 
as ongoing costs, amongst others. 
Growing expenses and operational 
complexity caused some firms 
interviewed by Cerulli to regret 
their decisions. Additionally, firms 
referenced significant hurdles to 
changing fund domiciles, although 
these are not insurmountable as some 
jurisdictions such as Guernsey offer 
fast-track migration processes. 

The domiciling experience varies 
by firm size and sophistication: 
the largest managers can support 
multiple domiciles as they will 
have existing operations and staff 
in multiple jurisdictions, a strong 
sense for existing demand, and 
mature regulatory relationships. 

Smaller managers or those newer 
to distribute alternatives will not 
find such comforts and will instead 
have to make highly consequential 
decisions. 

Economic substance regulation—
relating to having an adequate 
amount of business functions (e.g., 
investment decisions, personnel) 
taking place in a jurisdiction as 
opposed to simply registering 
there—can bring additional risks as 
on-shore staff costs are expected to 
increase. Such regulation implies a 
greater commitment to a particular 
domicile. “We’re past the time 
period where one can just hire an 
administrator and director and have 
enough substance in a country. With 
the recent developments in the tax 
world, it has become more than that,” 
a tax director tells Cerulli.

Source: PitchBook

Venture capital Buyout Co-investment Secondaries Growth Turnaround Total

2015 2016 2017 20192018 2020 2021

$111 $127 $131 $155 $185 $192 $241

$461
$502 $517

$557
$636 $660

$697$28
$33
$99
$55

$43
$95
$54

$46

$125

$64
$52

$121

$75

$47

$120

$81

$52

$129

$105
$8

$9

$10

$10
$12

$9

$99
$51 $6

$756
$828

$957

$1,109

$849

$1,079

$1,232
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Service Providers
Are the service providers at 
the domicile able to handle 
our business (e.g., quality and 
responsiveness)?

Other Infrastructure 
Considerations
If we do not already have 
adequate substance in the 
location, is this one where 
staff will want to travel to and 
spend time in? 

For European Capital: 
AIFMD vs. NPPR
Do we benefit from broader 
AIFMD compliance or 
nimbler NPPR?

ESG Considerations
Does the jurisdiction have an 
adequate sustainability 
regime and expertise in 
sustainability disclosures 
and reporting?

Primary Considerations Secondary Considerations Tertiary Considerations

Investor Preference
Do we know who the fund 
investors will be and their 
specific domicile preferences?

Regulatory & Structural 
Considerations
Which domiciles have 
adequate investor 
protections, access to 
attractive fund structures, 
a strong regulatory 
environment, and 
experience with 
our exposures?

Tax Considerations
Which jurisdictions allow for 
equitable tax treatment for 
the fund and investors? 

Existing Business
Where does our firm invest 
and where are our investment 
teams based/have substance? 

Existing Domicile Selection Process and Common Pain Points
SECTION ONE

Key Point 

Firms should carefully evaluate their domicile 
decisions for the comparative advantages associated 
with the various domiciles as well as for their own 
product development plans and target investors.

Cerulli finds that firms take different approaches to 
domicile selection. Some have ended up where they are 
due to legacy choices or through guidance from external 
counsel. Common to all firms is a tremendous focus on 
tax structuring and seeking out stable yet flexible limited 
liability legal regimes that are also able to support the 
operational burdens of their complex businesses in a  
cost-sensitive manner.

Non-U.S. Domicile Selection Decision Tree, 2022

Source: Cerulli Associates
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Key Roles Involved

There is no one set function where 
the domicile decision belongs. Firms 
take critical input from their product 
development, tax, and legal functions, 
although some have also placed great 
reliance on external legal counsel. “A 
lot of time, when you sign on with legal, 
they guide you into where you should 
domicile your entities,” the COO of an 
approximately $1 billion private capital 
manager tells Cerulli. This leads to the 
possibility that they were domiciled in 
a location that was not fine-tuned for 
their unique needs. Smaller managers 
may also lean on outsourced distribution 
and marketing functions if they have 
limited staff and expertise. “We work 
with a global [placement agent] with 
an office in London that covers the 
majority of Europe…and so they are 
involved in [the domicile decision] 
process and connecting us with potential 
LPs,” an executive at another $1 billion 
alternative asset manager explains  
to Cerulli. 

While several roles are going to play a 
role in selecting a domicile, firms should 
create a process that considers all 
options and narrows them down based 
on key criteria outlined in the domicile 
selection decision tree. The initial focus 
should be on firms’ existing businesses 
and where their people live and work.
 
Regulatory, Structural, and  
Tax Considerations

Alternative investments are subject to 
different regulations (e.g., AIFMD vs. 
UCITS) than other structures given their 
relative complexity and because they 
are often being positioned to a different 
client base. Managers will need to 
identify the applicable regulatory regime 
and whether they would benefit from 
broader AIFMD compliance or nimbler 
NPPR access.

Fund structuring is a critical 
consideration as investors will be keen to 
ensure the fund structure avoids double 

taxation and offers adequate investor 
protections. Tax law (e.g., FIRPTA) is 
key for pass-through structures as 
alternative investment managers want to 
make sure that taxes are paid but not for 
every jurisdiction the firm is in. In other 
words, the focus is on avoiding double 
taxation of dividends and optimizing 
returns. Indeed, 60% of research call 
participants exclusively reference the  
tax function as a key influence point.

Key Domicile Decision-Making 
Influence Points, 2022

Key Alternative Investment 
Schemes and Structures, 
2022

Source: Cerulli Associates Source: Cerulli Associates

Types of Structures

• Partnerships

• Unit Trusts

• Limited Liability Companies 
(Delaware / Caymans)

• Protected Cell Companies / 
Incorporated Cell Company / 
Limited Companies (Guernsey)

• Limited Liability Partnerships

Regulatory Schemes

• Alternative Investment Funds

• Authorized and Registered 
Funds

• Private Investment Funds

• National Private Placement 
Regime (NPPR)

• Specialized Investment Funds

• UCITS

Unregulated Schemes

• Co-investment Vehicles

• Carry LPs

• Founding Members

7

Tax

Legal 
(Internal and 
External)

Third-Party 
Administrators

Product 
Development

Finance

Most 
Referenced

Least 
Referenced
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Service Providers

The success of firms looking to gather capital from international investors is 
reliant on an ecosystem of myriad service providers. External counsel, fund 
administrators, and accountants are critical and provide valuable guidance 
and input. The availability of service providers is a baseline consideration, but 
firms need to also evaluate the quality and experience these providers have 
in the asset class/investment type that is under consideration. The providers 
themselves are perceived as commoditized and replicable. “Service providers 
aren’t a determining factor because by the time we discuss the tax and 
regulatory aspects, we’ve already shortlisted a number of countries. We’ve 
never had a situation where we couldn’t find a service provider,” an executive 
tells Cerulli. 

Notably, service providers tend to stand out only when something goes wrong 
and conversations with managers highlight no shortage of anecdotes of 
disappointing turnover, particularly among fund administrators where staff is 
easily able to move from one firm to the other. “Fund administrators are not 
hiring enough people and can’t keep enough people to actually do the work. 
But the institutional-level investors are expecting the outsourced administrator 
role to be a part of their fund—and so it’s a vicious cycle of work not getting 
done. If a domicile had an ample workforce, it could change the dynamic of the 
industry,” an executive tells Cerulli. Of course, labor challenges are not unique 
to a particular industry or domicile, but they remain a critical consideration. 

Switching Costs

Changing domiciles, particularly larger ones with more regulation, is 
burdensome, making it critical to get it right the first time. “It just takes too 
long in our experience and trying to shut things down in Luxembourg [for 
example]…there is lots of onboarding and offboarding. It just takes forever. 
And you just keep paying and paying and paying, even though you have 
nothing in the entity.” 

8
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Domicile

Comparative 
Advantage 

Cayman Islands Delaware Guernsey Ireland Luxembourg

Non-U.S. Investor 
Familiarity for 
Alternative 
Exposures

High Low Medium Medium High 

Non-U.S.-Investor-
Specific Preferences

Appeals to segments 
of non-EU investors 
and tax-exempt U.S. 
investors

Not preferred due 
to potential U.S. tax 
and confidentiality 
concerns

Non-EU 
 
Preferred by global 
client segments for 
flexibility, speed, and 
value 

Some benefit from 
being in European 
union 
 
Popular with hedge 
funds / UCITS-type 
funds / CLOs

Generally strong 
branding perception 
among EU based 
investors. Germany, 
Italy, and Spain may 
prefer Luxembourg

Cost  
to Operate

Lower - perceived 
as less expensive 
relative to 
Luxembourg, Ireland, 
and Guernsey

Lower

Lower - perceived 
as less expensive 
relative to 
Luxembourg and 
Ireland

Higher Higher

Speed to Market/
Regulator Support

Historically faster, 
although speed to 
market is slowing 
due to increasing 
regulatory attention

Simpler oversight 
process due to 
existing familiarity

Quicker, more 
responsive regulator 
and faster speed to 
market

Slower and more 
burdensome 
regulatory process, 
although may be 
quicker for large 
managers

Slower and more 
burdensome 
regulatory process, 
although may be 
quicker for large 
managers

Tax  
Considerations

Tax neutral

Onshore taxation, 
potential 
documentation 
barriers for global 
investors

Tax neutral

Tax-exempt income 
and capital gains, 
dependent fund 
categorization

Tax-exempt income 
and capital gains, 
dependent fund 
categorization

Regulatory 
Framework for 
Accessing European 
Union Graylisted by EU N/A

Distribution to 
individual European 
countries with the 
optionality offered  
via NPPR

AIFMD regime

Compliant with 
AIFMD - allows 
distribution across 
Europe

Example Listing 
Options

Cayman Island Stock 
Exchange, Hong Kong 
Stock Exchange, 
NYSE, NASDAQ NYSE, NASDAQ

International Stock 
Exchange, London 
Stock Exchange. 
Euronext, NYSE, 
NASDAQ

Irish Stock Exchange, 
London Stock 
Exchange, Euronext, 
NYSE, NASDAQ

Luxembourg Bourse, 
Euronext, NYSE, 
NASDAQ

Language

English English English English

French, 
Luxembourgish, 
German, English

Domicile Comparative Advantages

Domicile Comparative Review Across Select Attributes, 2022

SECTION TWO

Source: Cerulli Associates
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Amongst global domiciles for alternative investment 
product, Luxembourg is perceived as the safe choice due 
to brand recognition and for AIFMD compliance as well as 
infrastructure—both service and transit—buildout. One 
interviewed executive was particularly pleased with the 
ability to take a train to Paris for dinner, a benefit others will 
find hard to replicate. Luxembourg benefits greatly from 
its established leadership position: “We didn’t do research 
where we determined that all being equal, Luxembourg is 
the best place to go. [The key question] was, of the places 
where we already have a significant presence, which one is 
the best one to go to?” the General Counsel of a large private 
equity firm tells Cerulli. Many executives interviewed shared 
the sentiment, but just as frequently, concerns were raised 
about heighted expenses and more burdensome regulatory 
processes. 

Regulatory Frameworks

There is a strong perception that the best domiciles are those 
where the fund industry is already developed, and people 
want to visit, live, and work. Tradeoffs exist everywhere, 
however. Several polled participants reported challenges 
to their use of Luxembourg as a domicile due to a heavy 
regulatory burden as well as quality of support. It’s possible 
the regulatory requirements are more manageable for the 
largest firms that will have well-established legal/compliance 
functions and procedures, while mid-sized firms may struggle 
to receive the attention they require. 

Managers also need to be aware that NPPR, available via 
jurisdictions with more flexible regulatory frameworks 
like Guernsey, may offer more nimble access to specific 
markets—an important benefit to those managers not 

U.S. Private Capital Managers: Commonly Referenced Domiciles, 2022

Source: Cerulli Associates | Analyst Note: Interviewed managers were asked which domiciles they use or are familiar with to access non-U.S. investor assets. 

accessing capital everywhere all at once. Managers also 
highlight to Cerulli that some countries such as Germany, 
Spain, Portugal, and Italy can be difficult to access without 
domiciling locally regardless of whether AIFMD or NPPR is 
relied upon, adding a key complication for capital raising. 

Investor Preference

Some smaller North American private fund managers 
interviewed by Cerulli report success with Cayman and 
even the Delaware structure for international capital. 
However, globally located investors prefer domiciles with 
strong regulatory frameworks and convenient timezones. 
Cerulli believes that Asian investors are likely more willing 
to consider Cayman but may also be open to a European 
domicile. However, like EMEA investors, they typically seek 
to avoid U.S. domiciling for confidentiality purposes. Cerulli 
notes that the Cayman Islands’ advantage has somewhat 
eroded due to their greylisting, and to the increased 
attractiveness of Delaware as IRS rule changes have granted 
use of controlled foreign corporations (CFCs) by U.S. sponsors 
more amenable tax treatment.

Although there was optimism amongst some participants, 
the United Kingdom, which boasts a well-established financial 
services industry and offers a valuable law and language 
advantage, has suffered as a location to domicile product due 
to Brexit. This has arguably led to greater attractiveness of 
Ireland, Guernsey, and Jersey domiciles. Guernsey and Jersey 
have a time zone advantage when it comes to European 
distribution, and, as an executive highlights, “They have 
not been caught up in the AML/KYC scandals. There is a 
perception that the further west you go in the Atlantic, the 
perception is that the regulatory regimes aren’t sufficiently 
robust to avoid the embarrassment factor.”

Luxembourg Ireland

Delaware United KingdomCayman Islands Guernsey

Singapore Canada - Ontario

Least 
Referenced

Most 
Referenced

Jersey
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Sustainability considerations can be another driver of investor 
preference, with segments of European investors focused on 
incorporating sustainability goals into their investment policy 
statements. While it did not surface as a primary consideration among 
any private capital managers Cerulli spoke with, it can be a secondary 
consideration for U.S. fund managers looking to market and distribute 
strategies to those investors who deem sustainability as crucial to 
their investment process. Domiciles can play a role in facilitating this, 
with Guernsey Green Funds as an example. The regime fits over the 
jurisdictions’ fund structures and requires verification of compliance 
with fund rules and assurance of ongoing compliance with green 
criteria through certification by a suitable independent third party or by 
declaration from a Guernsey-licensed fund manager or administrator. 

Listing Options 

Listed markets provide managers with an opportunity to further 
expand their investor base. In the instance a manager seeks to list a 
fund, most domiciles will have the optionality for a NYSE or NASDAQ 
listing, but from there it can vary. For instance, Cayman Islands offer 
access to the Hong Kong Stock Exchange, in addition to its own 
stock exchange, but does not provide listing options on any of the 
major European exchanges. Guernsey boasts the most London Stock 
Exchange listings of any non-UK domicile—with some of the largest 
publicly listed private equity products being domiciled in Guernsey. 
While just one example, peeling back the layers can help identify  
areas of specialization that firms should be considering when  
selecting a domicile. 

Fund Domicile Selection
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Summary Key Recommendations for Domicile Success

Cerulli provides a list of recommendations and 
considerations that should position managers for  
making improved domicile decisions. 

Consider the Investor

While it may not be fully clear who the end-investor will be at 
the outset of fundraising, firms need to identify distribution 
potential of domiciles they are considering. “[As a traditional 
manager] we’re in the early stages and it’s a learning game 
about which vehicles are best as we get into the private 
game. And we don’t have the relationships with private 
market decision makers that more focused firms may have. 
And this is a challenge because you really need to know who 
the client is before you can create the right vehicle for them,” 
an executive at one of the largest traditional managers tells 
Cerulli. This underscores the challenge managers face as they 
launch new capabilities into new market segments.

Investors are known to have domicile preferences, but it’s 
possible those are exclusionary (e.g., they don’t want to file 
tax returns in the U.S.) or can at times also be swayed for 
exposures they want. Anchor investors will also have more 
say than others. Additionally, there are several domiciles in 
which investors don’t want to invest (e.g., due to negative 
reputation, financial crime concerns, unwillingness to  
share information). 

A Supportive Regulator Is Critical 

Speed to market is rated as important by almost all polled 
participants, and firms recognize that certain jurisdictions 
are easier to do business in. Speed to market is particularly 
important as firms are trying to figure out what their 
investors want, such as where they want the products 
to domicile and whether they would like USD vs. Euro-
denominated feeder funds. “A lot of time like when we set up 
the international feeder, we had no investors. And so, we set 
it up not knowing what our investor preferences are going to 
be,” an executive tells Cerulli—a challenge indicative of a  
fast-paced process where managers grapple with 
tremendous uncertainty.

Other domiciles seek to position themselves based on a 
more focused and pragmatic risk-based regulatory regime. 
Guernsey’s Private Investment Fund regime, for example, 
only takes two days and a two-page application form to 
register a fund that has 50 or fewer investors but also 
the ability to migrate to registered status to gather more 
investors as the fund grows. Depending on the needs of the 
manager, a lighter-touch regime from a trusted jurisdiction 
could be a benefit.

Managers could benefit from a less burdensome registration 
process and a more supportive regulator. “No news is good 
news from any kind of regulatory agency. We’ve rarely 
heard from Cayman; we’ve rarely heard from Delaware,” an 
executive tells Cerulli. Not all regulators have a reputation for 
facilitating capital raising; France and Germany were called 
out as jurisdictions where regulators weren’t helpful or easy to 
work with while others were referred to as expensive, overly 
demanding, and intrusive. 

“If I were a U.S. manager trying to distribute into Europe, I 
would probably tilt myself towards Luxembourg or Ireland 
in order to get that passport. The problem there is that also 
comes with its own regulatory burden…managers wouldn’t 
want to take on that burden, then their choice is between 
Cayman Islands Guernsey, and Jersey. In that instance, I would 
point them, all else equal, towards [Guernsey or Jersey],” the 
fund structuring executive at a credit fund tells Cerulli. All 
key domicile choices carry tradeoffs but are recognized to be 
applicable for key use cases.

One Size Doesn’t Fit All 

The strengths and weaknesses of each jurisdiction mean 
that firms may well be best suited by a nimbler jurisdiction 
(e.g., Guernsey and Jersey) other than the larger (in terms of 
AUM and number of funds) Luxembourg and Ireland. Smaller 
firms may find it more difficult to receive the attention they 
need from the most used domicile choices as they can face 
stringent regulatory requirements for access to a domicile that 
offers fundraising options they may not fully benefit from.  

It’s possible that the optionality offered by NPPR and a regime 
that provides greater optionality may be an advantage when 
firms don’t know who their future investors will be. The largest 
managers will have scale on their side as additional costs can 
be divvied between a multitude of investors and a greater 
asset pool resulting in basis point differences, but a smaller 
firm may find fees more impactful to allocate or even end up 
on the hook itself.

Pay Attention to Service Providers

While many perceive the quality of services across the major 
non-U.S. domicile destinations as commoditized, it’s important 
to ensure they have experience and a track record working 
with the strategy the manager is considering. Asked what 
would make a domicile stand out, an executive tells Cerulli, 
“Try to make it a one-stop shop not only for the legal and all 
other vendors but having an area that has expertise in private 
equity would be fantastic.” Any attention and insights they are 
able to provide may be invaluable. 
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Conclusion

The domicile selection process requires careful 
evaluation by alternative asset managers. It’s important 
to be thoughtful about the end-investor and about key 
comparative advantages. Going with the brand-name 
choice or the most-used jurisdiction may not be optimal 
for the investor segment the firm is trying to reach or the 
product type the firm is considering offering—and can 
subject them to high costs amidst an overly burdensome 
regulatory regime. 

It’s likely that a variety of managers seeking to 
access new markets and facing evolving distribution 
opportunities would benefit from a domicile that offers 
greater regulatory flexibility and optionality via lower 
expenses. Managers should follow a discerning process 
of aligning their product and distribution strategy with 
domicile comparative advantages.
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