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In the decade since the financial crisis, a slew of regulations have increased the capital 
requirements of traditional lenders, leading to a huge reduction in their lending capabilities. 

This has presented an opportunity for alternative finance. Among them, investment funds 
and peer-to-peer (P2P) lending platforms are serving as a conduit between lenders 

and borrowers. 

In Guernsey, alternative finance provides borrowers of all shapes and sizes – from global 
infrastructure companies to individuals – with the credit traditionally provided by banks. 

In recent years, Guernsey’s investment funds industry has seen growth in various 
types of financing arrangements including: 

Distressed 
debt 

Social & 
student 
housing 

Mezzanine 
debt 

Collateralised 
debt 

Litigation 

Trade 
financing 

Peer-to-peer 
lending Property Loan 

refinancing 
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Guernsey has a mature investment funds industry, with some 1,000 investment funds domiciled in the island, 
spanning alternative assets such as private equity, real estate, infrastructure and debt. 
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Expertise in investment funds
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Flexible, pragmatic financial regulator 
The Guernsey Financial Services Commission 

(GFSC) has a reputation for its flexible, pragmatic 
and open door approach, while maintaining the 

highest standards of regulation. 

Speed to market 
It is possible to take products, both regulated and 

unregulated, from inception to launch in a very short time, 
compared to other jurisdictions.

International finance centre 
for more than 50 years

Leading jurisdiction 
Guernsey is home to more non-UK entities on 

the London Stock Exchange than any other 
jurisdiction, including debt funds managed 
by Funding Circle, Neuberger Berman, and 

Starwood Capital. 

Experienced professionals 
Guernsey is home to experienced professionals and 

providers of legal, tax and accountancy services. 

Modern company law 
Guernsey’s company law provides a modern and flexible regime. 

There is no capital requirement and it is possible to distribute from 
any account or source and, subject to directors certifying that the 
company will remain solvent post-distribution, dividends need not 

be paid from profits or reserves. 



While lending itself is unregulated in Guernsey, investors are 
increasingly buying shares in an investment company or in 
securities issued by an investment company. Investment 
companies authorised in Guernsey can lend directly to 

borrowers under Guernsey’s existing regulations. 

In April 2016, Park Square Capital Partners secured €1.2 
billion of commitments for the launch of its third Guernsey 
subordinated debt fund. The fund is able to use leverage 
taking its total investable capital to €1.5 billion. 

The fund will continue the strategy of investing in the debt 
of high-quality levered companies backed by leading private 
equity sponsors in Europe and North America. 

Park Square Capital Partners also has two other platforms 
domiciled in Guernsey, with a continued size in excess of 
€4.2 billion. 

* Figures as of the end of December 2016. Non-Guernsey schemes are 
open-ended funds domiciled in another jurisdiction but where some element 

of management, administration or custody is carried out in Guernsey 

Guernsey is home to debt funds managed 
by some of the world’s best-known managers: 

Debt funds in Guernsey – the statistics

Case Study: 
Park Square Capital Partners III

NUMBER OF 
DEBT FUNDS

TYPE OF FUND

Open-ended funds 15 £1.2 billion

Non-Guernsey 5 £78 million

Closed-ended funds 46 £8.3 billion

VALUE OF 
DEBT FUNDS

We have received strong 
support once again from 
our investors for our latest 
subordinated debt fund. 
The continued retreat from 
leveraged finance by the 
banks, coupled with record 
levels of private equity 
dry powder, is creating 
significant demand for 
private credit 
in Europe.

Robin Doumar, Managing Partner at Park 
Square Capital Partners 
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Guernsey is neither part of the United Kingdom (UK) nor the 
European Union (EU). Instead, it is an independent jurisdiction with 

powers to determine its own laws and raise its own taxes. 

As such, its position in relation to some relevant European 
regulations may be different than you are used to… 

The AIFMD is an EU directive that 
places hedge funds and other 
alternative investment firms into 
a regulated framework. 

Firms wishing to market EU investment 
funds to European investors must comply 
with every condition of the directive, 
which stipulates numerous disclosure 
requirements and operating conditions 
upon the firm. The cost of compliance 
can be significant. 

Alternatively, firms wishing to market 
Guernsey-domiciled investment funds 
to European investors can do so under 
National Private Placement Regimes 
(NPPR). These firms need only comply 
with minimal EU standards (plus local 
requirements as applicable) greatly 
reducing the cost of compliance. 

All Guernsey-regulated funds are 
eligible to be marketed into Europe in 
accordance with the AIFMD under NPPR. 

EMIR aims to reduce the operational 
and counterparty risk of derivative 
transactions. EMIR effects all entities 
established in the EU and applies 
the most rigorous elements to those 
classified as Financial Counterparties, 
including investment firms and funds. 

Both forward contracts and currency 
swaps will be subject to collateral 
requirements. Debt funds that employ 
derivatives have to hold cash (or 
another risk-free asset) amounting 
to approximately 5% of the value of 
the contract. 

However, non-EU investment funds 
contracting with non-EU counterparties 
are not subject to the requirements 
of EMIR. 

Guernsey and the…

Alternative Investment 
Fund Managers 

Directive (AIFMD)

European Market 
Infrastructure 

Regulation (EMIR)
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Case Study – The Funding Circle SME Income Fund

Alternative finance is an innovative and fast-changing sector. 

In recent years, a combination of trends including the changing expectations and habits of borrowers, the erosion in trust in institutions, 
and the improvement in the technology available to lenders has changed the way finance is bought and sold. 

Guernsey is receiving a growing number of enquiries in the fintech arena and especially peer-to-peer (P2P) lending, which is allowed 
under the island’s flexible yet robust regulatory regime. 

Funding Circle is a peer-to-peer lending marketplace that allows investors to lend money 
directly to small and medium-sized businesses.

Rather than invest in loans directly through a P2P platform, investors can buy and sell shares in a vehicle, 
the Funding Circle SME Income Fund, which manages a selection of loans on their behalf.

Funding Circle listed the fund on the Main Market of the London Stock Exchange after raising £150 million.

The fund also provides investors with the ability to access business loans in a number of 
countries instead of limiting them to domestic businesses as required by marketplace platforms. 

This is the first fund that will lend exclusively to small businesses through a 
marketplace lending platform, and it is the first time investors are able to get 
exposure to these loans globally.
Samir Desai, Chief Executive of Funding Circle 
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The GFSC has introduced the Innovation Soundbox for enquiries 
regarding innovative financial products and services. 

The Innovation SoundBox is available and prepared to assist 
financial service businesses who are considering applying for a 
regulatory licence or registration from the Commission, even for 
propositions that could be at a very early stage. 

For more information, please contact: 

Gillian Browning 
Director, Fiduciary Supervision Policy and Innovations Division 
Guernsey Financial Services Commission 

E: fiduciary&innovation@gfsc.gg 
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Getting started in Guernsey

Find a practitioner today!
To find a trust provider in Guernsey, visit the 

business directory at weareguernsey.com



weareguernsey.com

+44(0) 1481 720 071 info@weareguernsey.com

Guernsey Finance, PO Box 655, St Peter Port, Guernsey, GY1 3PN


