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50% 

40% 

Managers opting for Delaware as a 
fund domicile

Managers planning to increase 
outsourcing of data management in 

the next 12 months

Regulation, regulation… and tax 
Private real estate fund management firms need to stay a step ahead of a tidal wave 
of jurisdiction, regional and global regulation and tax changes. The OECD’s Base 
Erosion and Profit-Sharing and the EU’s General Data Protection Regulation and 
AIFMD II are a drop in the ocean of the many keeping legal and compliance teams 
on their toes. As they can be challenging to navigate, some managers are turning 
to third-party fund administrators for support. “Managers may well have dealt 
with such things in-house in the past, but now are seeing value is asking the fund 
administrator to assist in these kinds of areas,” says SANNE director Simon Vardon. 

Technology and big data 
The sector has been slow to embrace technology and utilize big data, but this 
is changing fast. In the last couple of years, managers have woken up to the fact 
both are now vital components to achieving operational efficiencies, reporting 
back to investors on fund and asset-level performance, maintaining good 
relationships with investors and staying competitive in this late-stage cycle. 

But building and maintaining in-house IT systems is an expensive business, 
especially for smaller to mid-size firms. So it comes of little surprise that when 
a recent PERE survey asked managers where they were most likely to increase 
outsourcing levels in the coming year, technology came out top choice followed 
by data management. 

And this is not a part of the fund management business likely to stand still. “The 
next decade of evolution will be even more profound than the prior 10 years,” 
predicts Chandra Dhandapani, CBRE’s chief digital and technology officer, so 
managers’ need for external skills, expertise and support is likely to drive them 
further into the arms of third-party fund administrators. 

Key trends As a web of regulation, 
technology, big data and greater 
investor scrutiny piles the pressure 
on fund managers, outsourcing is 
gaining popularity

Source: PERE Manager Survey 2019
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1 in 4 
Managers that report  

no in-house expertise with  
big data

60% 
Managers planning to increase 

outsourcing of technology in the next 
12 months 

Resourcing 
With added pressures on managers, the staff behind 
the scenes keeping the firm functioning like a well-oiled 
machine are busier and more in demand than ever. 
Outsourcing services to third-party administrators might 
help ease their burden, but seeking the best staff in-house 
and holding on to talented C-level executives remains 
critical over the long term, particularly in an age when 
investors expect greater access to scrutinize that part of 
the business. Executive search firm Bohill Partners’ founder 
Emily Bohill imparts her advice to CEOs on how best to do 
this: keep them challenged, recognize their contribution 
to the firm and make sure they are fully involved in “big 
conversations” with the front-facing  investment teams. 

Domiciling decisions
A key consideration when it comes to launching a new 
fund is which jurisdiction to opt for as a domicile. And in 
these times of flux and political and economic uncertainty, 
stability matters more than ever. 

Joe Moynihan, CEO of Jersey Finance, highlights that it 
is “precisely because of Jersey’s economic, regulatory and 
fiscal stability that managers and their investors continue 
more than ever to put their faith in Jersey…”

While managers are undoubtedly looking at new 
domicile locations for new funds, our PERE manager survey 
shows that Delaware remains the favored go-to with 50 
percent of respondents, followed by Luxembourg and 
Cayman Islands. 

Cybersecurity
The darker side of the reliance on data and technology are 
concerns around data privacy and cyber-attacks. And it is 
an issue on the minds of C-level executives responsible 
for the operational and finance functions that keep the 
fund management firm ticking along. With more and more 
data now available, and critically in the cloud rather than 
on-premises storage facilities, investors are increasingly 
scrutinizing managers’ security systems. LaSalle’s UK and 

Europe COO Jamie Lyon highlights cybersecurity as 
increasingly a “point of inquiry from investors.” And Chandra 
Dhandapani, CBRE’s chief digital and technology officer, says 
“cybersecurity is always top of mind.” 

But with outsourcing of data management on the up, the 
onus is also on fund administrators to ensure the highest 
standards of security with both managers and investors 
keeping a watchful eye on the security credentials of service 
providers.

Investor pressure 
As alluded to above, institutional investors in private real estate have become 
increasingly inquisitive and demanding of the fund managers to whom they 
allocate capital. 

Investors are no longer simply interested in IRRs; they are beginning to dig far 
deeper into a much broader range of data points, such as managers’ sustainability 
commitment and gender pay equality. This, in turn, is helping drive demand for 
the support of third-party administration services.  

Outsourcing
For all of the reasons cited here, 
outsourcing is on the rise across 
the alternative fund management 
business, including private real 
estate. Managers are taking 
advantage of the practice in an 
effort to optimize their operations, 
manage risks and business 
disruptions like tech and data 
proliferation and free up time to 
focus on their core business of 
raising funds and investing. For a 
deeper dive on the trend, turn to our 
special feature on p. 22. 

Source: PERE Manager Survey 2019
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Editor’s letter 

The growing appeal  
of outsourcing

Helen Lewer

KeeSing focus on any one actiYity for longer than fiYe Pinutes can seeP an 
insurPountable task nowadays. 7ake ePails, for exaPSle ş resSond to two, along 
coPe �� Pore needing urgent attention and attaching to�do lists reTuiring iPPinent 

coPSletion. 6uch is the technology� and data�driYen Podern age in which we oSerate 
ş instantly contactable, inforPation and action needed now. &hallenging for sure, often 
burdensoPe to Panage, and also creating exciting new oSSortunities. %ut suSSort is often 
essential if we are to naYigate our way through the Pa]e. 

)or SriYate real estate fund PanagePent firPs, technology and %ig 'ata are certainly 
helSing theP achieYe greater oSerational 
eĴciencies across the business, to iPSroYe 
transSarency and to collect the eYer�Pore 
granular SerforPance data, at both the fund 
and asset leYel, that inYestors are dePanding. 
,ndeed, it is facilitating closer and Pore 
trusting relationshiSs with inYestors, 
allowing Panagers to answer due diligence 
Tuestions faster and with Pore detail. 

1eYertheless, it is an unaYoidable 
fact that the race to keeS uS with technology and utili]e PultiSle data Soints eĳectiYely, 
couSled with other external Sressure Soints ş regulation and tax, data SriYacy and 
cybersecurity, to cite Must a few ş can be a heaYy burden for soPe Panagers to bear alone. 
,ndeed, Paintaining systePs in�house, and finding the talent to Panage theP, can be 
costly, and eat into a Panagers’ tiPe and resources. 

6o SerhaSs it should be of little surSrise that outsourcing actiYity in the sector is on an 
uSward traMectory, albeit a slow, steady one ş a 1$5(,0�)/3 $ssociates global Panager 
surYey shows an increase of � Sercent between ���� and ����. $nd the sense throughout 
these Sages is that the role of third�Sarty adPinistrators and serYice SroYiders will 
continue to grow in the years ahead as Panagers seek to stay focused on attracting caSital, 
inYesting and deliYering returns to inYestors. 7hat is, after all, the bread and butter of their 
business, and ultiPately what they will be Mudged on. 

(nMoy the reSort.

“ Maintaining 
systems in-house,  
and finding the talent 
to manage them, can 
be costly ”

Helen Lewer
helen.l@peimedia.com
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Analysis  

K E Y N O T E  I N T E R V I E W

Increasing regulatory complexity and globalization of real estate 
investments mean the role of fund administrators is growing in scope 

and importance, says SANNE’s Simon Vardon

6ince the global financial crisis �*)&�, Muris�
dictions all oYer the world haYe been adding 
legislation intended to aYoid a reSeat. )or 
real estate inYestPent Panagers, this Peans 
an added burden on their back and Piddle 
oĴce functions and a wider role for fund ad�
Pinistrators. 6iPon 9ardon, director, Srod�
uct deYeloSPent ş real estate at 6$11(, a 
8.�listed )76( ��� fund adPinistration 
coPSany with �� oĴces worldwide, talks 
to PERE’s 0ark &ooSer about the eYolYing 
role of the fund adPinistrator.

Q What was the traditional role of 
the fund administrator in real 

estate and how has it changed in 
recent years? 
7raditionally, the role has always been a 
fairly basic back oĴce one and the core 

tasks haYe been fund accounting and trans�
fer agency serYices. ,t is fair to say that the 
landscaSe has eYolYed fairly significantly 
since the financial crisis, which SreciSitated 
a lot of change in the industry. )und Pan�
agers are now focusing Puch Pore on reg�

ulation and coPSliance for their structures 
alongside those traditional tasks for the 
fund adPinistrator. 0ore recently, a lot of 
the reSorting reTuirePents are being digi�
tali]ed, a trend that we see increasing going 
forward. )und Panagers are going to be de�
Sending Pore on their fund adPinistrators 
for Panaging and Srocessing Pore data than 
they haYe in the Sast. 

Q What are the factors driving 
updated and increased 

regulation of real estate funds, and 
how can fund administrators help 
managers here? 
We haYe seen a waYe of new regulation, 
SriParily aiPed at inYestor Srotection and 
regulating Sarts of the industry which were 
SreYiously unregulated. We now haYe the 

SPONSOR

SANNE

Navigating the new 
regulatory waters

15
Number of measures introduced 
by BEPS alone to eliminate tax 

avoidance strategies



September 2019    •    Fund Services    7

Analysis

$lternatiYe ,nYestPent )und 0anagers 'i�
rectiYe �$,)0'�, an (8 regulation that sets 
standards for Parketing and caSital raising, 
rePuneration Solicies, risk Ponitoring and 
reSorting and oYerall accountability. ,n the 
86, 'odd�)rank introduced a wide range of 
reforPs to the financial systeP.

7he 2rganisation for (conoPic &o�oS�
eration and 'eYeloSPent �2(&'� fraPe�
work on %ase (rosion and 3rofits 6hifting 
�%(36� seeks to Sut an end to tax aYoidance 
strategies that exSloit gaSs and PisPatches 
in tax rules. ,t introduced �� Peasures to 
tackle tax aYoidance and iPSroYe the co�
herence of international tax rules. 7hePes 
of transSarency, fairness and accountability 
run through the Yarious actions that %(36 
introduced and fund adPinistrators are 
needed to helS naYigate the new reTuire�
Pents and assist Panagers with coPSliance. 

)or exaPSle, %(36 $ction )our is driY�
ing new rules around interest deductibility, 
introducing an (%,7'$ basis for interest 
deductions. 3rior to this, for real estate ş so 
long as lending terPs were coPPercial and 
at arP’s length ş tySically all interest Saya�
ble on inter�grouS loans could be deducted. 
When this %(36 $ction is enacted into local 
tax legislation, it Pay alter Tuite significant�
ly the tax liabilities for Yarious structures. 
$s an adPinistrator, we found that 6$11( 

ŗ,t really was not that long ago that 
we were still working with SaSer 
docuPents. 7here has been a fairly 
raSid change with a lot Pore digi�
tali]ation of Yarious Srocesses and 
inforPation. 6o, technology is a 
key area of focus for Panagers and 
they want to understand what fund 
adPinistrators are doing in the tech�
nology sSace. 

7here are SrinciSally two Pain 
areas where there can be a real Sos�
itiYe technology iPSact� eĴciency 
and coPPunication. )und adPin�
istrators are looking all the tiPe at 
where autoPation can be used for 
elePents of the fund adPinistration 
Srocess, because it can reduce er�

Technology such as AI and its implementation in real estate is also impacting the role of the fund 
administrator, says SANNE’s Simon Vardon

Time to step up to tech 

is well Slaced to helS Panagers in running 
scenarios and Podeling the iPSact of this.

0anagers Pay well haYe dealt with such 
things in�house in the Sast, but now are see�
ing Yalue in asking the fund adPinistrator 
to assist in these kinds of areas, not least be�
cause an adPinistrator is likely to haYe seen 
siPilar scenarios with diĳerent funds in the 
saPe Murisdiction.

Q How much variation is there in 
regulations around the world? 

What are the particular challenges 
for global managers and their 
fund administrators that run cross-
border funds investing in multiple 
jurisdictions and tax regimes?
2ne Tuestion we are asked a lot is about our 
Murisdictional reach and exSertise. 7ySical�
ly, Panagers want one fund adPinistrator 
to serYice as Puch of the fund structure 
as Sossible. )or real estate, that would in�
clude going down to the asset�leYel sSecial 
SurSose Yehicles, which could be in a range 
of diĳerent Murisdictions, as well as the fund 
itself. /ocal exSertise is key and Panagers 
tySically want to understand how the fund 
adPinistrator will deliYer an eĳectiYe and 
Moined�uS serYice while Peeting local coP�
Sliance needs.

(Yen though we haYe seen a lot of new 

“Managers that 
provide a line of sight 
on their future focus 
and activity will 
typically see the most 
value added by their 
fund administrator”  

rors, reduce resSonse tiPes and also 
reduce costs. 7here is tySically an 
uSfront inYestPent reTuired before 
the benefits of autoPation can be 
attained and it also reTuires under�
lying data to be coPSlete, accurate 
and tySically in a fairly standardi]ed 
forPat for the benefits to be fully 
reali]ed. 

, think there is Slenty of scoSe 
for autoPation to be Sart of iP�
SroYePents in Yarious fund Srocess�
es. )und adPinistrators taking the 
initiatiYe are nurturing new tySes of 
exSertise within their organi]ations, 
such as client service technology 
teaPs and technology and Sroduct 
sSecialists.Ř



Analysis  

8    PERE    •    September 2019

“New technology 
and regulations 
continually add to 
the tasks asked of 
fund administrators, 
but the core need 
for accurate, timely 
and secure reporting 
in a useful format 
remains” Simon Varden joined SANNE in 2013 and is 

director, product development – real estate.

legislation and regulation that aiPs to har�
Poni]e standards, SerhaSs a little bit Ser�
versely there is also a lot of local variation 
in the iPSlePentation by diĳerent Murisdic�
tions. 7his Pight include diĳerent dead�
lines, reSorting forPats and local guidance 
nuances. We find Panagers want to rely on 
the exSertise of the fund adPinistrator to 
helS naYigate those local Yariations.

7he Murisdictional reach Tuestion is driY�
ing a lot of actiYity in our sector. 0any fund 
adPinistrators are looking to oSen oĴces in 
new Murisdictions to SroYide solutions in the 
Murisdictions where Panagers need theP to 
be. 0ost fund adPinistrators are looking to 
increase their international footSrint. 7his 
is being driYen by the dePands of the Pan�
agers that would like to haYe a fund adPin�
istrator which can coYer all bases, couSled 
with the increasing nuPber of locations 
where inYestPents are being targeted by 
Panagers.

Q It seems the direction of travel 
is toward more and more 

onerous legislation? Is the burden 
of regulation putting managers off 
funds?
,t is Srobably sensible to assuPe that there 
will be increasing regulation going forward. 
+oweYer, , do not think increasing regu�
lation is necessarily Sutting oĳ real estate 
fund Panagers froP seeking to launch funds 
ş there is still a weight of caSital froP inYes�
tors to deSloy. +oweYer, the burden of reg�
ulation can be a barrier to entry for sPaller 
or new fund Panagers. 0anagers targeting 
a relatiYely sPall fund still encounter a fair�
ly fixed initial leYel of exSense around dili�
gence and coPSliance. $longside collectiYe 
inYestPent schePes, what we do see in the 
real estate sSace is a good nuPber of Moint 
Yenture arrangePents, which will be subMect 
to far less regulation.

Q Issues relating to data and 
data security are also driving 

regulation. How is this developing 
and what do managers need to be 
aware of?
,n general, we are seeing Puch Pore dili�
gence and Pore Tuestions being asked of 
fund adPinistrators around data security 
and business continuity Slans. 7he ‘reTuest 
for SroSosal’ docuPent is getting a lot 
longer. 0anagers are asking for Pore detail 
and a lot of that detail is around data and 
data security. ,n the (8, the *eneral 'ata 

actiYity will tySically see the Post Yalue 
added by their fund adPinistrator Sartner. 
,t allows the fund adPinistrator to be less 
reactiYe. ,ncreasingly, structuring decisions 
or oSerational decisions are not coPSlete�
ly concluded when a Panager reaches out 
to a fund adPinistrator, because they want 
to see if there is useful inSut froP the fund 
adPinistrator that can be brought to the ta�
ble at that stage. 0anagers are looking for 
a longer�terP Sartner. 7hey are looking 
for a fund adPinistrator that they would be 
coPfortable using for subseTuent funds and 
really get to know theP well. We often find 
the dynaPic extends to understanding the 
ownershiS Srofile of the fund adPinistrator 
and considerations like whether the owner�
shiS Srofile coPSlePents long�terP inYest�
Pent in technology and systePs.

Q To what extent are all the 
above factors forcing fund 

administrators to up their game 
and what will the role of the fund 
administrator look like in the future? 
7he fund adPinistrator sSace is increasing�
ly coPSetitiYe, and while we see soPe firPs 
seeking to secure Pandates with aggressiYe 
Sricing, , belieYe Pore Panagers want to 
haYe Peaningful conYersations with fund 
adPinistrators about an iPSortant list of 
other toSics. We see fund Panager diligence 
and focus on the oSerational enYironPent 
of the adPinistrator being fairly continuous 
now and not Must a one�tiPe eYent at the 
tiPe of aSSointPent. 1ew technology and 
new regulation continually add to the tasks 
asked of fund adPinistrators, but the core 
need for accurate, tiPely and secure reSort�
ing in a useful forPat rePains. 

7here is no single ‘biggest challenge’ for 
fund adPinistrators� the biggest challenge is 
eYerything. $ successful fund adPinistrator 
cannot be strong in soPe areas and weak in 
others. 7here is little benefit in haYing of�
fices in �� locations around the world but 
not haYing a great infrastructure and a rec�
ogni]ed fund adPinistration systeP in Slace 
with good controls. /ikewise, haYing a best�
in�class coPSliance solution but only in one 
or two locations will not deliYer the solution 
that Pany Panagers are seeking. )und ad�
Pinistrators Pust SroYide robust solutions 
that can Peet the future needs of Panagers 
on all bases. ■

3rotection 5egulation �*'35�, which 
caPe into force in 0ay ����, is driYing a lot 
of this. 7he Sotential Senalties that *'35 
introduced can be rather eye�watering, as 
they are based on a Sercentage of turnoYer. 
)or exaPSle, %ritish $irways is in line for 
a ů��� Pillion ����� Pillion� ŭ��� Pillion� 
fine, eTuiYalent to �.� Sercent of its ���� 
turnoYer, for a data breach.

*'35 and siPilar laws are a good ex�
aPSle of legislation which, while not aiPed 
sSecifically at the fund PanagePent in�
dustry, does haYe a direct iPSact. We haYe 
found that often the adPinistrator can Sro�
Yide an eĳectiYe line into the regulators to 
seek clarifications and confirPations on new 
regulation. 7hat was definitely our exSe�
rience with *'35 where we clarified the 
exSectations of the regulators in relation to 
the fund sSace and for adPinistered entities.

Q How is the relationship 
between fund administrators 

and managers evolving? What is the 
relationship dynamic?  
7here is an increasing trend toward work�
ing as a SartnershiS. 0anagers that SroYide 
a line of sight on their future focus and 
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Improving the transparency of data is vital, says James Strezewski,  
chief financial officer, Blue Vista Capital Management

Q How has the CFO role evolved?
7he role has eYolYed into that of data 

Panager. &)2s haYe always collected the 
data necessary to reSort to inYestors, but 
it is now incuPbent on us to iPSroYe the 
transSarency of that data regularly. ,nYes�
tors dePand this as they iPSroYe their de�
cision�Paking caSabilities. ,n Pany cases, 
&)2s are charged with Paintaining the 
accuracy and aYailability of data froP all 
sources within the firP, including account�
ing inforPation and fund oSerational and 
SerforPance�related data. $s a result, the 
&)2 role is coPbining with that of a &72� 
esSecially in sPall to Pid�si]ed firPs. &)2s 
haYe becoPe the guardian of all things data.  

Q What issue keeps you awake at 
night?

8nfortunately, tax issues. 7he eYer�chang�
ing enYironPent that federal and state tax 
legislation creates has Pe focused Pore 
than eYer before on Ponitoring and adMust�
ing those oSerational elePents that we can 
eĳectiYely control the tax burden through. 
6tates are changing raSidly to react to the 
federal changes and there is little guidance 
aYailable to Yalidate one’s decisions. 'e�
cisions Pade today Pay need to change as 
early as next year. 

Q How important is technology to 
your role? 

7he &)2’s inYolYePent in technology de�
YeloSPent and iPSlePentation has increased 
significantly in the last decade. 7echnology is 
the fastest way to create eĴciencies within 
our business, across nearly all our business 
units. We are constantly focused on where 
to create the next eĴciency in our coPSa�
ny. 7he diĴcult Sart for a sPaller coPSany 
is the ‘how.’ We haYe little redundancy in 
our ePSloyee base, therefore resources are 
scarce. We try to use a contractor Podel to 

bring in resources where needed and should 
the SroMect becoPe lucratiYe, we Pay hire 
that contractor as a full�tiPe ePSloyee�Yen�
dor, siPilar to outsourcing.

Q What is the one question 
investors keep asking you? 

+ow Tuickly the inYestPent Panager can 
Sroduce financial inforPation after the 
Seriod closes. 7he second is whether we 
can Peet their sSecific reSorting needs, 
usually around consultant Tuestionnaires, 

tax reSorting, and other internal reSorting 
reTuirePents. 7hankfully, industry organi�
]ations like the 1&5(,)�35($ 5eSorting 
6tandards haYe helSed to standardi]e these 
tySes of reSorts, which helSs both inYestors 
and Panagers by defining results and allow�
ing both Sarties to streaPline data gathering 
and Srocessing.

Q What lessons have you learned 
in your role?

7here is seePingly no end to the adYance�
Pents in technology helSing us accoPSlish 
our Mobs on a daily basis. 2ur Mob has been 
to keeS uS with that technology, aSSly it in 
Peaningful and useful ways and Pake the 
work enYironPent the Post eĴcient and 
SroductiYe it can be. 5eliance on accurate 
data has increased alongside the increase in 
technology caSabilities, but our ability to ag�
gregate and Yalidate that data is slow to fol�
low. 7oo Pany organi]ations try to own and 
sell this data to the detriPent of the adYance�
Pent of our industry. ,n the interest of ad�
Yancing our inYestPent asset class, we need 
to address this issue in the coPing years.

Q What is the single biggest 
challenge for CFOs in real estate 

in the coming years? 
5etaining talented ePSloyees is always a 
challenge, but with the field of coPSeti�
tors for a relatiYely thin labor Sool haYing 
increased in the Sast decade, it has becoPe 
increasingly diĴcult. &reating a coPSetitiYe 
salary and benefits Sackage, and a desirable 
work enYironPent while balancing the costs 
associated with SroYiding these elePents, is 
an annual challenge for the &22�&)2 teaP 
and eYen Pore so for the sPall to Pid�si]e 
coPSanies. 7his challenge will rePain un�
less the Sool of inYestPent Panagers shrinks 
or the labor Sool increases in si]e� neither of 
which seePs likely in the short terP. ■

“CFOs have become 
the guardian of all 
things data”

View from the C-suite
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US fund management firms are facing increasing demands on their time and financial 
resources, writes Stephen Goler of Greenberg Traurig’s real estate fund group

Top five sponsor issues in 2019

+ere are key Sressure Soints 86 Panagers 
currently face. 

1Attracting new investors
$s saYYy inYestors continue to enMoy 

a winning streak since the global financial 
crisis, there is little incentiYe for theP to 
consider fund Panagers that are new to 
theP. $t the saPe tiPe, institutional inYes�
tors are looking to reduce the nuPber of 
their inYestPent sSonsors with the goal of 
establishing deeSer relationshiSs with larg�
er, Pore established sSonsors and obtain�
ing Pore faYorable econoPic terPs froP 
theP. 

%arriers to securing new inYestors, 
Sarticularly for sPaller and Pid�Parket 
Panagers, create increased Sressure to 
outSerforP the coPSetition as a Peans to 
attract new caSital for future inYestPent 
Yehicles.

2Downward pressure on promote 
and affiliate fees

7he Srolonged booP in this real estate cy�
cle is driYing down sSreads and inYestPent 
returns without any reactionary changes to 
waterfalls and hurdle rates. 7hat, couSled 
with Pore heightened scrutiny of aĴliate 
fees by existing and Sotential new inYestors, 
has resulted in a lower aPount of absolute 
dollars finding their way to Panagers. 

,n resSonse, certain Panagers haYe 
strayed froP their core strategies in search 
of niche classes with the hoSe of generat�
ing higher returns for both inYestors and 
thePselYes, such as traditional PultifaPily 
Slayers PoYing to student housing and�or 
tertiary geograShic areas.

3An ever-changing tax 
environment

)und Panagers regard taxation as an unSre�
dictable Yariable in their firP’s financial fu�
tures. 7hey Pust account for increasing real 
estate tax assessPent Yaluations and rates, 
and the threat of greater taxation at the state 
leYel. 7he ���� 86 7ax &uts and -obs $ct 
is widely Yiewed as reducing the oYerall tax 
burden for real estate inYestPents and real 
estate inYestors, but it created new challeng�
es for Panagers, such as an industry�wide 
SiYot toward greater utili]ation of real es�
tate inYestPent trusts in fund structures and 
an oYerwhelPing interest in oSSortunity 
]ones� both haYe resulted in increased coP�
Slexity in fund structuring, inYestor educa�
tion, and fund reSorting and accounting. 

0any Panagers iPSlePenting 5(,7s 
for the first tiPe in their ���� and ���� Yin�
tage funds and those Sursuing oSSortunity 
]one inYestPents are incurring significant 
education and coPSliance costs as they try 
to keeS uS with the Sace of the Parket.

4Stricter regulatory landscape and 
increasing compliance costs

0anagers are seeing increasing dePands 
on their Sersonnel and financial resourc�
es in the forP of new laws and regulations 
abroad, such as the (8’s *eneral 'ata 3ro�
tection 5egulation and the &ayPan ,slands’ 
$nti�0oney /aundering 5egulations� and 
stricter enforcePent of existing laws and 
regulations at hoPe, such as 5egulation 
6�3, the SriPary 6(& rule regarding SriYacy 
notices and safeguard Solicies of inYestPent 
adYisors and broker�dealers. 

0any Panagers are focused on SriYacy, 
security and $0/ best Sractices aboYe and 
beyond what these laws and regulations re�
Tuire in an attePSt to distinguish thePselYes 
froP Seers and to aYoid the Yery Sublic con�
seTuences of a breach or PissteS. $lthough 
scaling inYestPent SlatforPs enables Panag�
ers to dilute coPSliance costs across Pulti�
Sle funds, these costs ultiPately reduce the 
oYerall return on eTuity for each inYestPent.

5Scarcity of quality investments
)or all of the factors described aboYe 

Panagers are increasingly finding theP�
selYes in situations where they Pust decide 
to Sursue inYestPents within their inYest�
Pent strategy at toS�dollar Sricing, Sursue 
inYestPents at the edge of ş or outside ş 
those strategies, or siPSly wait.b  7he chal�
lenge is to rePain disciSlined and Satient for 
the right Sotential inYestPents to Sresent 
thePselYes and to resist the desire to deSloy 
caSital for the sake of deSloying caSital. %ut 
there will eYentually be a Soint where wait�
ing too long results in getting left behind in 
the caSital and real estate Parkets. ■

Guest comment by Stephen Goler

“Managers must 
account for increasing 
tax assessment 
valuations and the 
threat of greater 
taxation at state level”
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Blackstone’s global head of compliance, Marshall Sprung,  
on striking the right balance between proactive and reactive

Q How has your role, and the 
compliance function, evolved?

, would Soint out two key diPensions� in�
tegration and technology. 7he business has 
greater aSSreciation of the extent to which 
coPSliance can be used to enhance our busi�
ness obMectiYes, which has led to increased 
coPSliance integration into business Srac�
tices on eYery leYel, including Sroduct deYel�
oSPent, deal diligence and financial reSort�
ing. 7his ensures coPSliance is ePSowered 
and continues to haYe a seat at the table at 
the Post oSSortune PoPents to Sartner 
with the business. $nd adYancePents in 
technology enable coPSliance Srofessionals 
to be Pore SroactiYe and eĴcient in ways 
that enhance their contribution to the firP. 

QWhat single activity or aspect 
of your role takes up the most 

bandwidth on a daily/weekly basis?
1o two days are alike for Pe at %lackstone. 
(ach day , balance the iPPediate issues that 
arise ş inforPation wall reTuests, conflict of 
interest assessPents, data SriYacy Tuestions, 
for exaPSle ş with the longer�terP strate�
gic goals that , haYe set out for our global 
coPSliance SrograP. ,n that area, , striYe 
to ensure we haYe the aSSroSriate talent, 
resources and structure to suSSort both the 
firP’s existing and new businesses or initia�
tiYes. 6triking the right balance between re�
actiYe and SroactiYe work is one of the Post 
challenging asSects of the role. 

QWhat compliance/regulatory 
issues keep you awake at night?

$ challenging asSect of Py role is its global 
nature. We haYe business actiYity occurring 
in nuPerous Murisdictions around the world, 
each of which has a coPSlex regulatory 
fraPework. 6o , need to Panage the critical 
coPSliance work associated with this actiYity 
ş eYerything froP routine filings to distribu�
tion of our funds to regulatory insSections. 

, aP fortunate to haYe terrific teaPs in the 
86, (uroSe and $sia doing an outstanding 
Mob staying connected with the business in 
their region, their regulatory enYironPent 
and firP leadershiS in the 86.

Q How do you communicate 
regulation and compliance 

changes to the rest of the firm?
7here is no one�si]e�fits�all aSSroach. 
6oPe changes are relatiYely narrow in scoSe 
or iPSact only certain businesses, so coP�
Punication by ePail or a targeted training 
suĴces. /arger regulatory shifts reTuire a 
broader and Pore co�ordinated eĳort, en�
gaging all necessary stakeholders in both 
the business and suSSort functions. 2ne ex�
aPSle is our iPSlePentation of the *eneral 

'ata 3rotection 5egulation �*'35�, where 
we forPed a steering coPPittee consisting 
of key iPSacted functions ş including +5, 
technology, legal and coPSliance and Yen�
dor PanagePent ş and Pet weekly to driYe 
the firP�wide change needed. 

Q How important is technology 
and data to your role?

9ery iPSortant and becoPing Pore so. $s 
our firP grows in si]e and coPSlexity, it is 
vital that our people have the technology they 
need. We forPed a /egal and &oPSliance 
7echnology 6teering &oPPittee to facilitate 
collaboration between our coPSliance and 
technology grouSs and deterPine our Srior�
ities in the technology area. 7hat collabora�
tion has deliYered nuPerous iPSroYePents, 
including workflow tools, conflicts and Ser�
sonal trade clearance systePs, enhanced ePail 
surYeillance and eYen a bot that will assist eP�
Sloyees with routine coPSliance Tuestions. 
'ata has grown Pore iPSortant as we study 
ways to analy]e the coPSliance data that we 
collect to identify Satterns that Pight indicate 
a greater need for training about our Solicies 
and Srocedures.

Q What is the single biggest 
challenge for CCOs in real 

estate in the year ahead?
We rePain highly focused on longstanding 
regulatory Sriorities like fees and exSenses, 
conflicts associated with aĴliated serYice 
SroYiders, allocation of inYestPent oSSor�
tunities, and Yaluation and Parketing. %ut 
the Post significant issue is ensuring that 
firPs’ use of aĴliates and sSonsor ePSloy�
ees to SroYide fee�based serYices to SroSer�
ties is adeTuately disclosed. 7he 6(& looks 
at Pany issues, but this one giYes rise to 
the SrosSect for SerceiYed self�dealing and 
often inYolYes significant SayPents, a coP�
bination that Pakes this an issue that will 
continue to attract scrutiny. ■

“We study compliance 
data to identify 
patterns that might 
indicate a greater need 
for training”

View from the C-suite
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E X P E R T  C O M M E N T A R Y

Alter Domus’ Anita Lyse and Antonis Anastasiou discuss the merits of the third-
party hosted AIFM platform, the solution many managers have adopted when 

establishing investment funds to be marketed to investors in the EU

7he alternatiYe fund landscaSe has changed 
draPatically in recent years, and esSecially 
so in (uroSe since the arriYal of the (uro�
Sean 8nion’s $lternatiYe ,nYestPent )und 
0anagers 'irectiYe, and it will continue to 
eYolYe through its next iteration with $,)�
0' /eYel ,,. 

7he $,)0' aiPs to regulate the enti�
ties inYolYed in the PanagePent of alterna�
tiYe inYestPent funds, and sets out the re�
TuirePents that Pust be Pet by alternatiYe 
inYestPent fund Panagers when it coPes 
to authori]ation, their general conduct of 
business, including Pandatory transSarency 
obligations, and the Parketing of an $,). 

$nyone wanting to raise caSital aPong 
the (uroSean inYestor coPPunity today 
haYe in essence two Parketing oStions� the 
national SriYate SlacePent regiPes, in cer�
tain Murisdictions where they are �1335� 

still allowed, and the $,)0'�coPSliant 
route, which reTuires the use of an author�
i]ed $,)0, which by definition is estab�
lished within the (uroSean (conoPic $rea. 

7hese oStions haYe been running in Sar�
allel since the adoStion of $,)0' for non�
(8 $,)s raising caSital in (uroSe. +ow�
eYer, that is to coPe to an end by $ugust 
���� as 1335 rules are gradually being 
abolished. 6lowly but surely, this will Pake 
the $,)0'�coPSliant route the Pore sus�
tainable and hassle�free oStion ş indeed, the 
only oStion ş aYailable. 

5aising (uroSean caSital will therefore 
soon, uneTuiYocally, reTuire an (8�doP�
iciled authori]ed $,)0, which the larger 

fund Panagers Pight haYe in their hoPe 
country, although Pany Srefer the use of an 
externali]ed serYice SroYider in the forP of 
a third�Sarty, or hosted, $,)0. 7his can be 
either as a long�terP solution or as a transi�
tional solution in case the Panager has aP�
bitions to set uS an adeTuate infrastructure 
and obtain its own license. ,n today’s Par�
ket, the Yast PaMority of third�Sarty $,)0s 
are doPiciled in /uxePbourg.

The impact of Brexit 
'ue to the uncertainty and fear of a Sossi�
ble hard %rexit couSled with the Sressure 
froP inYestors in the funds Panaged by 
8.�doPiciled $,)0s, larger Panagers 
haYe since sought to establish a /uxeP�
bourg�based $,)0 to ensure continuity 
to the daily PanagePent of their Yehicles 
as well as the ability to continue to Parket 

SPONSOR

ALTER DOMUS 

Accessing  
European capital 
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their funds throughout the (($ inYestor 
coPPunity.

3ost�%rexit, howeYer, the 8. could be 
deePed as a ‘third country’, thus losing its 
SassSorting rights and therefore its ability to 
continue Parketing to inYestors. Whereas 
tePSorary SerPissions are being discussed 
at this stage for liYe fund structures, Panag�
ers that are launching new fund structures 
are seeking Pore long�terP and sustainable 
solutions.

%eing deePed as a ‘third country’ fol�
lowing %rexit, 8. Panagers would fall 
within the saPe scoSe as 86 or $sian Pan�
agers looking to raise caSital froP (uroSean 
inYestors.

Why managers are using a third-
party AIFM
(stablishing a fully�fledged authori]ed 
$,)0 is an exSensiYe, laborious and tiPe�
ly exercise, esSecially for sPaller start�uS 
Panagers or non�(($ Panagers without a 
significant Sresence within the (8. 

7his is further iPSacted by the release 
of the &ircular ������ by the /uxePbourg 
regulator, the &oPPission de 6urYeillance 
du 6ecteur )inancier �&66)�, in $ugust 
����. 7he &ircular enhanced the goYern�
ance fraPework of $,)0s, with stronger 
and clearer reTuirePents for local Sresence, 
liPitation of Pandates, and internal control 
functions notably around oYersight oYer 
delegated functions. ,t also included sSecific 
SroYisions to be iPSlePented by Panage�
Pent coPSanies in regards to $nti�0oney 
/aundering and &ountering )inancing of 
7errorisP �$0/�&)7� rules.

7his has Post certainly increased sig�
nificantly both financially and oSeration�
ally the barriers to entry for obtaining an 
authori]ation of a new $,)0 license or the 
Paintenance of an existing one. 6o Panag�
ers that had established only a sPall local 
Sresence to face the PiniPal reTuirePents 
to Peet the regulations, but had the bulk of 
the oSerations being SerforPed by central 
hubs throughout (uroSe or elsewhere, haYe 
suddenly had to staĳ uS locally and Paintain 
an infrastructure for additional oSerations 
in /uxePbourg. 

7his has been the SriPary reason leading 
such Panagers to seek the helS of third�Sar�
ty hosted SlatforPs. 8sing such solutions 
SroYides a cost�eĳectiYe contingency Slan 
to Paintaining continuity for firPs without 
a dedicated authori]ed license. 0anagers 
can now leYerage oĳ the authori]ation of 

How to get comfortable with 
outsourcing the core business 
7he two core functions of an $,)0 are 
Sortfolio PanagePent and risk Panage�
Pent, of which only one ş not both ş can be 
delegated out. 

,n /uxePbourg, for exaPSle, the del�
egation of one of these functions can only 
be SerPitted if the delegate is an authori]ed 
and regulated asset Panager in its country 
of doPicile and a PePoranduP of under�
standing exists between the doPicile coun�
try of the $,) and that of the asset Panager. 

/uxePbourg, as one of the founding 
PePbers of the (8, and one of 
the world’s largest inYestPent fund 
doPiciles has Sositioned itself as the 
go�to doPicile for SriYate real estate 
fund Panagers to establish their 
own authori]ed $,)0s or to seek 
the serYices of third�Sarty or hosted 
$,)0s. 

7he country’s success in this area is 
the result of seYeral factors� solid track 
record oYer seYeral decades in both 
the 8&,76 world and the alternatiYe 
inYestPent fund sSace� Solitical stability 
and aPbition in the field� and a solid 
local network of sSeciali]ed adYisors 
and serYice SroYiders. 

$s at the end of ����, /uxePbourg 
had ��� authori]ed PanagePent 
coPSany entities ş both 8&,76 and 
licensed $,)0s ş ePSloying Must 
under �,��� SeoSle and Panaging 
aSSroxiPately ŭ�.� trillion. $lthough 
the bulk of this nuPber coPes froP 
Slain Yanilla 8&,76 funds, looking at 
the new licenses granted in ���� for 
PanagePent coPSanies, �� haYe been 
for new $,)0s with only two being for 
8&,76 PanagePent coPSanies, and 
three for suSer PanagePent coPSanies 
�both $,)0 and 8&,76�. 

7his is a clear indication of the 
trend that $,)s continue to follow the 
8&,76’s footsteSs in /uxePbourg. 

More than 40% of the top 50 licensed AIFMs come from non-EEA 
countries 

The Luxembourg AIFM market and 
environment 

the regulated third�Sarty $,)0 and contin�
ue to focus on their core activities of raising 
caSital and Panaging the Sortfolio of their 
funds. 

,n addition, firPs, if they wish to, can 
PiniPi]e the scoSe of their local $,)0 by 
fully or partially outsourcing the function to 
a dedicated third�Sarty SroYider, which can 
SroYide the regulatory hub for the fund at a 
fraction of the cost of Panaging their own 
license and without haYing to worry about 
new regulations that could iPSact the $,)0 
in the future. 
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Shase. 7his SroYides Panagers with an un�
derstanding of the reTuirePents and duties 
of the third�Sarty $,)0, but also the guide�
book and Srocesses to be followed to ensure 
a tiPely reYiew and aSSroYal for the recoP�
Pendations SroYided by the Panager. 7his 
should giYe the asset Panager the releYant 
coPfort of an established and sPooth oS�
erating fraPework and coPPunication flow 
between thePselYes and the external $,)0.

$nother key $,)0 function is Yaluation. 
While this can be delegated to an external 
accredited aSSraiser under $,)0', it is 
in Sractice Yery rarely done because of the 
liability that would go with it, aPong oth�
er reasons. $s a conseTuence, third�Sarty 
$,)0s usually Paintain this function inter�
nally and need to dePonstrate a robust and 
indeSendent internal Yaluation fraPework. 

,n the real estate world, howeYer, as oS�
Sosed to SriYate eTuity or, eYen Pore so, 
in Yenture caSital where Yaluation is often 
done by the asset Panagers thePselYes and 
soPetiPes only on an ad�hoc basis, it is the 
norP to haYe an external aSSraiser aSSoint�
ed at least annually due to the Pultitude of 
reSutable, local and sSecialist Yaluers. 6uch 
aSSraisers would SroYide the $,)0 with a 

Yaluation which is then used as the basis of 
their internal reYiew. 

2Yer and aboYe the regulatory, cost�ef�
fectiYe and eĴcient solution a hosted 
$,)0 can SroYide, the third�Sarty $,)0’s 
exSerience and exSertise in real estate as 
an asset class is of key iPSortance for real 
estate Panagers in the selection Srocess. 
7hird�Sarty $,)0s will need to obtain sSe�
cific licenses to Panage funds inYesting in 
diĳerent asset classes. 0anaging Slain Ya�
nilla 8&,76 funds or Yenture caSital funds 
is obYiously Yery diĳerent froP inYesting in 
diĳerent tySes of real estate assets and strat�
egies. (nsuring the hosted $,)0 has the 
ability and, Post iPSortantly, the releYant 
skill set ş with in�house dedicated Serson�
nel who are able to seaPlessly integrate with 
the Panagers’ oSerating fraPework and 
coPSrehend the intricacies and sSecificities 
of the asset class ş can aYoid Sotential frus�
trations, and ensure a sPooth, eĴcient and 
long�standing relationshiS. ■

The uncertainty and fear 
over Brexit has driven 
several UK fund managers, 
in particular, to set up their 
own AIFM in Luxembourg to 
continue to take advantage 
of the EU passporting rules
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Does the implementation of Circular 
18/698 require additional recruitment? 

Five to 10 

11%

Three to five

22%

More than 10 

6%

One to three

61%

If yes, how many FTEs?

Anita Lyse is global head of real estate at Alter 
Domus 
Antonis Anastasiou is a managing director of 
the Alter Domus management company

,n the case of %rexit, the general indi�
cation at this stage is that an 0o8 will be 
established between the /uxePbourg and 
8. regulators and, therefore, an authori]ed 
8. $,)0 could also Sotentially act as the 
delegated Sortfolio Panager. 7his would 
giYe the 8. $,)0 full control of the dai�
ly PanagePent of the Sortfolio while the 
third�Sarty $,)0 Paintains the risk Pan�
agePent and regulatory reTuirePents. 7his 
Pay be the Post coPPon set�uS, although 
this is not yet suSSorted by industry data 
and statistics.

2n the other hand, for Panagers that 
are not regulated as an authori]ed $,)0 
or asset Panager, the third�Sarty $,)0 
Paintains the role of the Sortfolio Panager 
in�house, carrying the liability and control 
oYer the fund’s inYestPent Sortfolio. 7his 
can giYe rise to concern for Panagers� they 
could understandably Yiew this as an addi�
tional layer of control, and with Sotentially 
costs and delays in the inYestPent Srocess, 
which ultiPately giYes a feeling of loss of 
control of their fund oSerations. 

0itigating this concern can, howeYer, be 
oYercoPe with the iPSlePentation of sol�
id Srocedures designed at the on�boarding 

Over half of management companies and AIFMs have had to 
recruit more staff to manage their day-to-day operations with 
22 percent of these having to recruit between three to five 
full-time employees.

55%
Yes

45%
No

Source: PwC’s Observatory for Management Companies 2019 Barometer
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The pace of change for the chief operating officer shows no signs of slowing, says  
Jamie Lyon, COO of LaSalle Investment Management’s UK and European operations

Q How has the COO role in the 
real estate fund management 

firm evolved?  
7he definition of the roles and resSonsibil�
ities of a chief oSerating oĴcer can diĳer 
greatly froP firP to firP and eYen within a 
firP. ,n Py exSerience, the role continues to 
exSand and deeSen to include a wider rePit 
with greater resSonsibility. 

1ew actiYities are taking greater SroP�
inence and can doPinate, eYen in the short 
and Pid�terP. ,n the here and now, big 
data, data goYernance, risk PanagePent and 
an increasing fiscal and regulatory coPSlex�
ity doPinate. ‘2Serations,’ no Patter the 
definition, are an increasing internal focus 
but eTually an increasing external focus as 
eYidenced by existing and new inYestors’ 
Tuestions, due diligence and audit. 

&22s should be able to look across 
all the hori]ontals within the business and 
haYe a balanced and ‘unbiased’ oSinion 
across all business lines and disciSlines. 7he 
cross�business knowledge can be inYaluable.

Q    In your role, what issue keeps 
you awake at night? 

7here is a sector iPSatience to haYe tech�
nology solutions today, but the real estate 
industry as a whole is Slaying catch�uS in 
this Sarticular area. ,f the Serfect solution 
were out there, we would all be knocking 
down the door of the software or technol�
ogy SroYiders, but the silYer bullet does not 
yet exist. 7his Peans there can be an ineĴ�
ciency and a frustration. 

Q How important is technology 
and data to your role now? 

,t is absolutely iPSortant but we should eP�
Shasi]e that it is critical to eYeryone’s role, 
not Must to the &22s. 7he challenge is to 
Pake it high on eYeryone’s agenda. 7ech�
nology and data can no longer be Yiewed 

as a back�oĴce resSonsibility, but as the re�
sSonsibility of eYeryone. 7he good news is 
that the subMect is certainly Paking its way 
uS the agenda for our industry and getting 
Pore senior leadershiS attention and focus. 
, talk to Seers and fellow &22s, we share 
exSeriences across coPSanies and across 
regions, we share frustrations and success�
es and we try to educate and encourage the 
technology SroYiders on what we need. ,t 
isn’t easy, though�

7here are huge benefits in eĴciency and 
haYing confidence in the coPSleteness and 
accuracy of data for Tuick and eĳectiYe de�

cision�Paking and reSorting to clients. 7he 
biggest challenge, howeYer, can be to find 
the tiPe oYer and aboYe eYeryone’s day Mob. 
‘%ig 'ata’ needs focus and tiPe to driYe for�
ward. 7his can, in itself, lend weight to the 
arguPent to finding the correct outsourced 
Sartners and exSloring solutions that leYer�
age third�Sarty SlatforPs and their inYest�
Pent in technology.

Q Are investors asking to see you 
personally now during due 

diligence? What is the one question 
they keep asking you? 
7he subMect of ‘oSerations’ is high on the 
agenda of any inYestor or consultant due 
diligence Srocess. While they Pight want to 
see and hear froP the &22, they want to 
Peet the direct teaP eYen Pore so. 7his il�
lustrates their want to understand the detail 
and exSlore that detail with those who are 
doing the ‘day to day,’ and , would encour�
age this. ,n Py exSerience, Tuestions around 
controls and risk PanagePent are the Post 
freTuently asked, and cybersecurity is an in�
creasing Soint of inTuiry froP inYestors, and 
one we haYe sSent a lot of tiPe Slanning and 
iPSlePenting around our business. 

Q What lesson have you learned in 
your role? 

1eYer to be coPSlacent, always oYer coP�
Punicate and share. 7ry to lead by exaPSle 
with an enthusiastic ‘can�do’ and ‘glass�full’ 
Pentality. $lways be inTuisitiYe. 

Q Looking forward, what do 
you see as the single biggest 

challenge to COOs in real estate?
7here is an increasing Sace of change, and 
the need to be innoYatiYe, agile and niPble 
SreYails. /earning agility is a Pust, with a 
curiosity for change and to ePbrace the 
braYe new world. ■

“Cybersecurity is 
a common point of 
inquiry from investors, 
and one we have spent 
a lot of time planning 
around our business”

View from the C-suite
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Savills Investment Management’s head of tax on the new rules that will impact  
how European real estate managers structure investments

Tax law is at a crossroads

Despite the regular stream of tax law 
changes from governments in the 
20 years of my tax career, it is fair 

to say that, as far as European real estate 
investors are concerned, not many changes 
have been fundamental. Today’s structure 
diagram for a pan-European fund looks 
very similar to one from 20 years ago. It will 
show a fund vehicle, maybe with a couple of 
feeder funds, a holding platform in Luxem-
bourg or the Netherlands, probably as many 
property-owning special purpose vehicles as 
there are assets, and multiple shareholder 
loans. However, we are now at a crossroads 
and things are beginning to change funda-
mentally.  

To understand what is happening, let us 
first take a triS back in tiPe. $t the tiPe of 
the global financial crisis, the foundations 
of the international tax system had not 
changed since the 1960s. However, during 
this period the world had become increas-
ingly globalized and businesses were using 
this time to, depending on your point of 
Yiew, Slan their tax aĳairs Pore eĳectiYely 
or exploit the numerous loopholes. 

)ollowing the global financial crisis, this 
became an issue in the mainstream press, 
with multinationals such as Starbucks, 
*oogle, $Pa]on and $SSle facing a trial by 
media with respect to their perceived legal 
abuses of the tax system in which, it was al-
leged, they shifted Srofits around the globe 
to escape tax. Something had to change, and 
the response was the Base Erosion and Prof-
it Shifting initiative.       

The OECD launched BEPS in 2013. 
Its objective was to prevent the shifting or 
erosion of taxable Srofits by a co�ordinat-

Guest comment by Matt Probert

“Legislation is 
simply becoming 
more complicated. 
Having the right 
tax advice remains 
of vital importance 
to any investment 
manager but it is also 
important to stress the 
importance of having 
high-quality internal 
tax teams”

ed framework adopted by OECD and G20 
members. It revolves around 15 key actions 
in areas such as transfer pricing, treaty abuse 
and interest deductions.  

Why BEPS is relevant to  
investors now
We have reached the point where the 
OECD’s work is beginning to translate into 
new tax rules across Europe. Those rules 
haYe either coPe into eĳect already or are 
about to, and they will Pake a big diĳer-
ence to how European real estate managers 
structure investments. Here are three exam-
ples of how this is happening.

Interest deductions 
It has been over a decade since Germany 
introduced a rule to limit tax relief for inter-
est costs to �� Sercent of (%,7'$, which 
would only apply if annual net interest costs 
exceeded €1 million, which was later raised 
to €3 million. This rule was novel because 
it limits tax relief for interest on bank debt 
as well as related party debt, though the 
high hurdle and lack of grouping rules has 
limited its practical impact on larger deals. 
However, most other jurisdictions have now 
introduced similar rules, or are about to, of-
ten with a much lower threshold. For exam-
ple, the threshold in Poland is three million 
Polish zloty ($790,000; €704,000), which 
catches all but the smallest deals.

Hybrids 
For real estate investors, this is probably the 
most complex area of BEPS. Hybrids are 
instruments that are treated as debt in one 
jurisdiction and equity in another. In this 
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way, a borrower Pay be able to obtain tax 
relief for interest Said to its Sarent, but the 
Sarent is not taxed on the incoPe, because 
in its own Murisdiction it is treated as receiY�
ing tax�exePSt diYidends. $nti�hybrid rules 
stoS this tySe of arrangePent by denying tax 
relief on interest Said on a hybrid. +oweYer, 
it is ş unfortunately ş a little Pore coPSli�
cated than that. 

)or exaPSle, a SroSerty�owning 639 
Pay discoYer it cannot claiP tax relief for 
interest on a shareholder loan because an 
inYestor in the fund SartnershiS three tiers 
aboYe Yiews the SartnershiS as tax oSaTue 
rather than tax transSarent. 0any readers 
will be faPiliar with reTuests froP 86 tax�
able inYestors for entities to Pake ‘check�
the�box’ elections to treat the whole fund 
structure as ‘flow�through’ entities for 86 
tax SurSoses. 7hese elections haYe the eĳect 
of Paking intra�grouS loans ‘disaSSear’ for 
86 inYestors, thereby creating a hybrid. 

7he result is that a reTuest by a single 
86 inYestor to address a Sarticular 86 tax 
issue increases tax leakage for all inYestors. 
+oweYer, the rules are being iPSlePented 
diĳerently across (uroSe, so we can exSect 
Yery diĳerent answers deSending on the lo�
cation of the inYestPent.  

Tax treaty abuse and withholding tax
,t has been coPPon to use holding Slat�
forPs in Murisdictions such as /uxePbourg 
or the 1etherlands for Pany years, and the 
need for ‘substance’ ş that is, a Shysical 
Sresence ş is a well�trodden Sath. +ow�
eYer, %(36 will introduce a ‘SrinciSal Sur�
Sose’ test. ,n suPPary, this will deny tax 
treaty benefits where it is ‘reasonable to as�
suPe’that the obtaining of tax treaty bene�
fits was one of the ‘SrinciSal SurSoses’ of an 
arrangePent. Where a Panager does not 
haYe genuine functions being carried out in 
the holding Murisdiction, this is Tuite a low 
bar for the tax authorities to clear, and its 
eĳect would be to increase withholding tax 
costs on the reSatriation of diYidends and 
interest.

What this means for managers
)irst, SriYate real estate Panagers need to 
aSSreciate that the world has changed. $ 
structure that ‘worked’ fiYe years ago Pay 
no longer be aSSroSriate. 7herefore, it is 
iPSortant to ensure SroSer engagePent be�
tween inYestPent and tax teaPs at an early 
stage in order to aYoid surSrises later. 

6econd, if holding coPSanies in Slaces 
such as /uxePbourg or the 1etherlands are 
to be used, then there Pust be a good rea�
son for using theP and that reason should 
relate to genuine econoPic actiYities. 7his 
goes soPe way beyond the aSSointPent of 
Srofessional directors SroYided by a fund ad�
Pinistrator and reTuires a holistic aSSroach 
to business resourcing.  

7hird, there is a growing oYerlaS be�
tween regulation and tax. )or exaPSle, 
holding inYestPents in )rench 63,&&$9s 
(Sociétè de Placement À Prépondérance Immo-
bilière À Capital Variable) and ,talian real 
estate inYestPent funds conYey tax benefits 
coPSared with unregulated coPSanies or 
SartnershiSs. %ut establishing and running 
such Yehicles reTuires a diĳerent skill set, 
Sarticularly in coPSlying with eYer�increas�
ing regulation, not to Pention regulatory 
aSSroYals. 

)inally, legislation is siPSly becoPing 
Pore coPSlicated. +aYing the right tax ad�
Yice rePains of Yital iPSortance to any in�
YestPent Panager, but it is also key to haYe 
high�Tuality internal tax teaPs. $s the con�
nections between diĳerent issues becoPe 
Pore coPSlex, it becoPes Pore iPSortant 
for the tax function to work alongside in�
YestPent Srofessionals to structure deals 
and deliYer to clients. ■
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E X P E R T  C O M M E N T A R Y

Jersey is uniquely equipped to help managers adapt to new trends and 
investor behavior, says Joe Moynihan, CEO of Jersey Finance

7he asset PanagePent landscaSe has 
changed considerably in the decade since 
the global financial crisis �*)&�. 7he eĳects 
of TuantitatiYe easing and a Sersistently low 
interest rate enYironPent, as well as, in re�
cent years, growth in high�net�worth SoSu�
lations in ePerging Parkets and recognition 
in deYeloSed econoPies of an urgent need 
to resSond to Sension gaSs, haYe all led to a 
rise in allocations to alternatiYe asset classes.

7his has translated SositiYely for -ersey, 
where the Yalue of fund assets serYiced rose 
�� Sercent in ���� to reach a new record 
high of ů��� billion ����� billion� ŭ��� 
billion�, with alternatiYes reSresenting �� 
Sercent of total funds business in the Muris�
diction. $nd while the exSectation is that al�
ternatiYes will continue to rise in SoSularity, 
it will not be without challenges. 

$s far as real estate is concerned, the in�
dications are that aSSetite to allocate to the 
asset class rePains substantial, but inYestors 

are Podifying their behaYior and are gener�
ally looking to Sut less Poney toward fewer 
funds than a year ago. ,n the long terP, the 
indications are SositiYe, with �� Sercent of 
investors planning to increase their allo�
cation to real estate, according to 3reTin 
,nYestor 2utlook +� ����. ,n the shorter 
terP, howeYer, while �� Sercent of inYestors 
are Slanning to Pake a single new coPPit�
Pent to the asset class oYer the next year, 
they also exSect to coPPit less caSital, sug�
gesting a Pore cautious aSSroach, as high�
lighted in 3reTin, 4uarterly 8Sdate, 5eal 
(state, 4� ����. 

)or fund Panagers, the year ahead looks 
set to be challenging in terPs of fundraising 
ş while a large nuPber of new SriYate real 
estate funds haYe been brought to Parket 

in the first half of ����, alPost one in fiYe 
funds haYe been in Parket for Pore than 
two years.

)roP a Murisdictional Soint of Yiew, un�
derstanding these subtle trends is Yital. $s 
Panagers resSond to inYestor behaYiors, 
fund centers will need to SroYide a stable 
SlatforP that aĳords Panagers the flexibil�
ity they need in the short to PediuP terP 
and that are forward�thinking enough to 
helS Paintain inYestor confidence in the 
longer terP. 

-ersey’s ability to oĳer a certain, glob�
al solution for servicing private real estate 
funds Suts it in a strong Sosition to suSSort 
those needs.

Stability and simplicity appeal  
to managers 
,t is no coincidence that -ersey’s aSSeal has 
been heightened in the face of global un�
certainty. ,t is Srecisely because of -ersey’s 

SPONSOR

JERSEY FINANCE

Stable, certain and innovative 
platforms are what managers want 
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econoPic, regulatory and fiscal stability that 
Panagers and their inYestors continue Pore 
than eYer to Sut their faith in -ersey ş the Yal�
ue of real estate funds serYiced in -ersey has 
grown by Pore than �� Sercent oYer the Sast 
fiYe years, according to figures froP the -er�
sey )inancial 6erYices &oPPission �-)6&�.

While interest rates and asset Yaluations 
rePain big challenges in the eyes of inYes�
tors, it is telling that for one in fiYe inYestors, 
the geoSolitical landscaSe rePains a key con�
cern too, according to the 3reTin ,nYestor 
2utlook +� ���� reSort. 1owhere else is 
this Pore eYident than in the context of (u�
roSe, as the 8. continues to look for a Solit�
ical solution to its withdrawal froP the (8.

-ersey has read the Solitical cliPate 
Srudently to the extent that stability has 
becoPe one of its key strengths. $s far as 
%rexit is concerned, being outside the 8. 
and the (8 but with strong ties to both, 
-ersey is able to bridge the gaS between the 
8. and (8, regardless of the outcoPe of 
%rexit. $s a result, the nuPber of Panagers 
choosing -ersey to structure their (8�fo�
cused funds through targeted, cost�eĳec�
tiYe SriYate SlacePent grew by �� Sercent 
last year, according to the -)6&. 7hese are 
strong figures that sustain a growth traMec�
tory -ersey has been seeing for soPe tiPe.

$ stable and straightforward fiscal base 
is Yital too and Panagers haYe consist�

ently found that -ersey’s tax�neutral Podel 
works Yery well for caSital Sooling. -ersey 
coPSanies are taxed at ]ero Sercent while 
liPited SartnershiSs are tax�transSarent, 
which is siPSle for Panagers and inYestors 
to understand. 7his coPSares well to oth�
er Murisdictions, where there is often a need 
for coPSlex hybrid instruPents or double 
taxation rulings to achieYe siPilar results. 
8ltiPately, it is siPSlicity that will resonate 
with Panagers.

Certainty in globally  
challenging times
3olitical and Parket uncertainty is, of 
course, not Must restricted to (uroSe, and 
-ersey has seen increasingly that Panagers 
froP Parkets further afield, including the 
86 and $sia, are looking to futureSroof 
their funds through a Murisdiction that can 
oĳer theP long�terP guarantees. 

0anagers Pust be ready to adaSt to 
these subtle trends and being able to rely 

New York launch: 
Jersey Finance’s 
new office is in 
response to more US 
managers looking 
to establish funds in 
centers like Jersey

Vital statistics 
Jersey remains a compelling domicile choice for private real 
estate fund managers

7he total Yalue of funds serYiced in -ersey stood at ů��� billion ����� billion� ŭ��� 
billion� at the end of ���� ş the highest Yalue eYer ş with real estate fund Yalues 
growing �� Sercent in the last �� Ponths.

1 7here are Pore than ��� funds in -ersey focusing on 8. real estate, according to 
0onterey.

2 ,n ����, around �� Sercent, by net asset Yalue, of the constituent funds Tuoted 
on the $5()�,3' 8. 4uarterly 3roSerty )und ,ndex, Pade use of a -ersey 
structure.

3 -ersey is hoPe to Pore than ů��� billion in corSorate asset Yehicles and around 
�� Sercent of that is inYested in real estate with a strong ePShasis on 8. 
coPPercial real estate �&aSital (conoPics�.
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on a Murisdiction that can blend certainty of 
global Parket access with flexibility will be 
SiYotal in enabling theP to do so. 

With real estate investors targeting 
SredoPinantly deYeloSed Parkets in the 
Ponths ahead, Western (uroSe is set to 
rePain the Post targeted region. +oweYer, 
according to the latest real estate Tuarter�
ly uSdate froP 3reTin, a substantial Sro�
Sortion of inYestors are seePingly shifting 
their geograShic Sreferences toward 1orth 
$Perica. 

7his is one reason why -ersey )inance 
is launching a new oĴce in 1ew <ork this 
year ş a PoYe based on the conYiction that 
-ersey can act as a high�Tuality, San�$tlan�
tic serYicing location, oĳering a coPSelling 
SroSosition as a gateway into (uroSe for 86 
Panagers. ,n fact, 86 SroPoters’ assets un�
der adPinistration in -ersey haYe increased 
by ��� Sercent oYer the Sast fiYe years, ac�
cording to 0onterey.

While there is strong interest in the (u�
roSean Parket aPong 86 Panagers, there 
is not always a clear understanding of the 
(8’s $lternatiYe ,nYestPent )und 0an�
agers 'irectiYe �$,)0'� regulation, how 
the Parket works or the Post cost�eĳectiYe 
way to access it. With that in Pind, -ersey’s 
Pessage to 86 Panagers is that its SriYate 
SlacePent solution can SroYide theP with 
Tuick, straightforward and cost�eĳectiYe ac�
cess to (8 and 8. caSital and assets. 

$nd because -ersey is outside of the (8, 
it oĳers an attractiYe leYel of flexibility if 
Panagers are also interested in targeting 
inYestor Parkets beyond (uroSe. 'oing so 
froP an onshore (uroSean location would 
be Pore costly and burdensoPe.

An innovative environment  
0aintaining an ecosysteP that is aliYe to 
the behaYior of inYestors and the needs of 
Panagers against a backdroS of geoSolitical 
uncertainty is absolutely Yital, and -ersey is 
coPPitted to achieYing that by focusing on 
regulatory and digital innoYation.

,t is the case that robust standards of 
regulation are increasingly iPSortant to 
both Panager and inYestor decision�Pak�
ing, and this has becoPe a significant ad�
Yantage for -ersey, which has in recent years 
scored extrePely high on standards of reg�
ulation, featuring as a toS�tier Murisdiction 
when assessed by global authorities such as 
the 2rganisation for (conoPic &o�oSera�
tion and 'eYeloSPent �2(&'�, ,nterna�
tional 0onetary )und �,0)� and the (8. 

7he introduction in -anuary of econoP�
ic substance legislation is a case in Soint 
ş legislation that reflects -ersey’s ongoing 
coPPitPent to nurturing a substance�driY�
en enYironPent for fund Panagers.

0eanwhile, -ersey’s focus on creating a 
digitally�led enYironPent ş the island has 
the world’s first full fibre telecoP network 
deliYering sSeeds of �*bSs and is currently 
third in the world broadband sSeed rank�
ing, behind only 7aiwan and 6ingaSore ş 
Peans it is able to SroYide the sort of relia�
ble, Tuick and always�on SlatforP Panagers 
need. 7his adYanced fraPework is Sosition�
ing -ersey strongly as a fintech center on the 
international stage.

,ndeed, -ersey has a good track record 
when it coPes to digital� it was hoPe to the 
world’s first�eYer regulated bitcoin fund� 
last year global crySto exchange %inance es�
tablished an oSeration in -ersey� and aSSli�
cations for the -ersey 3riYate )und ş raSidly 
becoPing the go�to Yehicle for institutional 
inYestors ş went ‘online only’ in ����.

0aintaining this sort of forward�think�
ing enYironPent is Yital. 7he long�terP 
future for SriYate real estate funds looks 
bright, but with Parket uncertainty and 
geoSolitical instability threatening to dis�
ruSt the sector, those ,nternational )inance 
&enters �,)&s� that can SroYide Panagers 
with a stable, innoYatiYe and certain fund 
serYicing SlatforP haYe an oSSortunity to 
Slay a critical role. ■

Joe Moynihan is CEO of Jersey Finance

Pragmatic response to UK tax change
Legislative changes relating to the application of capital gains 
tax (CGT) on the disposal of UK commercial property by non-UK 
investors came into play in April. 

7he legislation introduces new rules, designed to SreYent the Sotential for PultiSle 
layers of taxation within a structure, that aSSly to collectiYe inYestPent Yehicles 
inYesting in 8. real estate ş a ‘transSarency election’ and an ‘exePStion election’. 
-ersey oĳers a range of regulated structures all able to utili]e these elections.

-oe 0oynihan, &(2 of -ersey )inance, coPPents� ŗ7he 8. goYernPent has 
been SragPatic in finding a SositiYe way forward on this issue. 2Yerall, this resSonse 
should giYe confidence to oYerseas inYestors and sends a clear Pessage that the 8. 
coPPercial real estate sector is an attractiYe future SrosSect and that -ersey rePains 
a clear choice for channeling institutional�grade inYestPent into the sector. ,n fact, 
the exSertise -ersey can oĳer will be absolutely Yital in suSSorting Panagers with the 
new rules and adYising theP around the oStions now oSen to theP.Ř

“Maintaining an 
ecosystem that is 
alive to the behavior 
of investors and the 
needs of managers 
against a backdrop of 
geopolitical uncertainty 
is absolutely vital, and 
Jersey is committed 
to achieving that by 
focusing on regulatory 
and digital innovation”

JOE MOYNIHAN
Jersey Finance
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No one can be complacent when it comes to protecting data, says 
Chandra Dhandapani, chief digital and technology officer at CBRE

Q What prompted your 
appointment and how has your 

role evolved since you joined?  
&%5( is keenly in tune with the current 
and ePerging needs of clients and Srofes�
sionals in the real estate inYestPent world, 
so the &(2 and the board decided to sharS�
en the firP’s focus on digital strategy and 
technology enablePent, and this SroPSted 
the creation of Py role as chief digital and 
technology oĴcer in ����. ,n addition to 
digital strategy and all asSects of technol�
ogy, data strategy and caSabilities haYe 
becoPe a Pore significant Sart of Py role 
since , Moined and , also now haYe executiYe 
oYersight oYer the Yaluations and adYisory 
serYices business, which includes SroSerty 
aSSraisals. 

QWhat single activity or aspect 
of your role takes up the most 

bandwidth on a daily/weekly basis?
7ySically, , sSend tiPe on strategic issues 
with Py teaP as well as the &%5( executiYe 
coPPittee, client engagePents and engag�
ing with our Srofessionals globally to un�
derstand their sSecific needs and challenges 
first�hand, as well as SroPoting the role of 
data and technology in real estate. $s we 
sSeak, , aP currently on a Pulti�week tour 
of (0($ and $sia�3acific Yisiting our cli�
ents and teaPs in PultiSle countries.

QHow do you collaborate with 
the rest of the operations team 

on technology and data-related 
issues (for example tech upgrades, 
cybersecurity and transparency)?
, work with a talented &72 who Panages 
day�to�day technology oSerations globally 
as well as cybersecurity issues, which is a toS 

Sriority for us. +e and , stay connected on 
a regular basis. We also haYe forPal reYiews 
and coPSrehensiYe dashboards, which giYe 
us ongoing Yisibility into the health of the 
firP’s oSerations. 

QIn your role, what issue keeps 
you awake at night?

&ybersecurity is always toS of Pind. 1o one 
in this industry can aĳord to be coPSlacent 
with regard to the Srotection of data and 
technology. %eyond that, as the incuPbent 
leader in a raSidly eYolYing industry, &%5( 
has so Pany oSSortunities ahead of us, so , 
think a lot about strategic oSSortunities that 
would extend our lead oYer the next three to 
fiYe years and beyond. 

QWhere do you think the biggest 
tech spend will be in the next 

two to three years?
2Yerall, as coPSanies learn to recogni]e 
Yalue froP tech sSend, they will continue 
to inYest Pore. 7his will range froP Pod�
erni]ing current infrastructure to be Pore 
cloud�based and creating new caSabilities, 
such as SlatforPs to iPSroYe ePSloyee 
exSerience in the workSlace to Peet the 

ePerging needs of clients. , belieYe data 
and data�related caSabilities, like $, and 
Pachine learning, will also see Pore signif�
icant sSend in the next two to three years 
because the coPPercial real estate industry 
is starting to see the Yalue of data as an en�
abler and we are starting to see Pore data 
being collected. 

QWhat is the single biggest 
challenge for CDOs/CTOs in real 

estate in the coming years? 
7here has been a lot of bu]] related to SroS�
tech, with billions of dollars of Yenture caS�
ital inYestPents flowing into the industry. 
With this trend, the biggest challenge for 
&72s will be to balance financial disciSline 
with forward�thinking innoYation, and to 
focus on a clear set of Sriorities that reflect 
the coPSany’s growth strategy while aYoid�
ing distraction. 

QWhat lessons have you learned in 
your role?

+aYing a clear strategy and Yision and coP�
Punicating that strategy in Yery siPSle 
terPs is incredibly iPSortant to get eYery�
one in a large, global, Pulticultural organi�
]ation to row in the saPe direction.

Q Looking forward, how do you 
see technology affecting the 

industry?
7his is a great tiPe to be in technology in 
real estate. 7he next decade of eYolution will 
be eYen Pore Srofound than the Srior �� 
years. 0anaging, leYeraging and diĳerenti�
ating data is a hard challenge and not soPe�
thing all coPSanies can Paster, but at &%5( 
we are coPPitted to lead in this sSace and , 
look forward to the road ahead. ■

View from the C-suite
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More and more managers are using third parties for fund administration and other 
functions. NAREIM CEO Zoe Hughes interviews FPL Associates senior director  

Erin Green on how the trend is helping firms focus on the main business

Outsourcing to 
maintain core strength

T
he world of the real estate 
inYestPent Panager is be�
coPing increasingly coP�
Slex. ,nYestors dePand Pore 
reSorting and transSarency 
and the sector can no longer 

ignore the iPSact of technology.
)und adPinistration ş the range of ac�

tiYities carried out in suSSort of running a 
collectiYe inYestPent schePe ş is iPSortant, 
but rarely a core coPSetency of real estate 
Panagers. 0ore are looking to outsource 
this function and other back and Piddle 
oĴce resSonsibilities to third�Sarty sSecial�
ists.

)or the Sast �� years, the 1ational $sso�
ciation of 5eal (state ,nYestPent 0anagers 
�1$5(,0�, a 86 industry body, has Sart�
nered with Srofessional serYices coPSany 
)3/ $ssociates on a global PanagePent 
surYey. +ere, 1$5(,0 chief executiYe =oe 
+ughes talks with )3/ senior director (rin 
*reen about the outsourcing Sortion of the 
surYey.

Erin Green: ,f we take a look at the ���� 
surYey results, what we see is that, on an 
unweighted basis, about �� Sercent of firPs 
reSorted that they are outsourcing fund ad�
Pinistration serYices today. $nother �� Ser�
cent are doing it in�house today, but they 
are actiYely considering outsourcing, and the 
rePaining �� Sercent ş the PaMority of firPs 
ş are doing it in�house and are not actiYely 
considering outsourcing. ,f you look back to 
the first year we asked that saPe Tuestion, in 
����, only �� Sercent of firPs were actiYe�
ly outsourcing. 6o that nuPber has gone uS 
froP �� Sercent to �� Sercent. ,t is not soPe�
thing that haSSens oYernight, but there is a 
trend of firPs PoYing toward the outsourced 

Podel for fund adPinistration and it is a 
trend we exSect to continue going forward.
Zoe Hughes: 'oes si]e Patter, when it 
coPes to outsourcing" ,s this soPething 
that sPaller and Pid�si]ed coPSanies will 
tySically do, while larger firPs haYe the 
scale to do such serYices in�house"
EG: ,f you look at the resSonses to this Tues�
tion on an assets under PanagePent�weight�
ed basis, in ���� we see �� Sercent of firPs 
outsourcing, coPSared with �� Sercent on 
an unweighted basis. 6o not a Paterial diĳer�
ence, but a slight bias toward sPaller firPs. 
,f you look at the ���� results, the figures 
are �� Sercent unweighted and �� Sercent 
$80�weighted. What that tells you is there 
is a shift not only in the Sure nuPber of 
firPs PoYing to an outsourcing Podel, but 
we are also seeing Pore and Pore of the 
larger firPs PoYe to an outsourced Podel.

Source: Outsourcing Practices: Observations from the NAREIM/FPL Global Management Survey

Fund administration outsourcing has seen a steady rise since 2015 (%)

  Outsource      Considering outsourcing      Not considering outsourcing

10090605020100 80704030

Unweighted fund administration outsourcing practices

2015 GMS

2018 GMS

2019 GMS

2015 GMS

2018 GMS

2019 GMS

AUM-weighted fund administration outsourcing practices

“Fund administration 
requires an increasing 
investment in tech; 
managers seem 
inclined to leave that 
to specialists” 

ZOE HUGHES 
NAREIM
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ZH: ,f scale is not a SriPary factor in out�
sourcing, what are the SriPary PotiYations" 
$necdotally, 1$5(,0 PePbers seeP to 
want to use outsourcing to helS theP focus 
on their core coPSetences. +ow haYe the 
PotiYations driYing outsourcing changed 
oYer the Sast three or four years"
EG: 7he rationale for outsourcing has cer�
tainly eYolYed oYer the last few years. +ow�
eYer, as you say, the nuPber one reason is 
the desire to focus on core coPSetencies, 
which was cited by �� Sercent of firPs. (Yen 
large firPs, which could haYe an in�house 
teaP, haYe this desire to focus on the things 
that really driYe their business and which 
Pake theP successful.

,nterestingly, transSarency was cited by 
�� Sercent of firPs, whereas the first year we 
asked this Tuestion, only �� Sercent high�
lighted that. 7his deriYes froP a broader 
trend of inYestors wanting Pore transSaren�
cy, Pore oYersight. +aYing a third Sarty re�
sSonsible for actually calculating fund returns 
and Sulling together the nuPbers is a strong 
Pessage about transSarency for inYestors.

Complexity drives outsourcing
ZH: 2ne of the things we are seeing is a de�
sire aPong Panagers to diYersify their Srod�
uct oĳerings, whether that Peans going uS 
and down the risk sSectruP, or eTuity Slay�
ers PoYing into debt and Yice�Yersa. ,s real 
estate inYestPent PanagePent becoPing a 
Pore coPSlex business and thus encourag�
ing Pore outsourcing"

“There are now a 
number of service 
providers that can 
really bring an 
excellent level of 
service to the table, 
which was not 
necessarily the case a 
decade ago”

ERIN GREEN
FPL Associates

Talking shop:  
Erin Green, left, and 
Zoe Hughes

a nuPber of serYice SroYiders that can real�
ly bring an excellent leYel of serYice to the 
table, which was not necessarily the case a 
decade ago.
ZH: 7echnology also seePs to be a factor� 
it is becoPing a Pore integral Sart of a real 
estate inYestPent Panager’s business and 
naturally this increases Sressure on financ�
es. )und adPinistration also reTuires an 
increasing inYestPent in technology, so it 
seePs Panagers are inclined to leaYe inYest�
Pent in that to sSecialists and focus their 
inYestPent on tech in their core areas.
EG: $bsolutely� if you are going to keeS uS 
on the fund adPinistration side, there are 
soPe significant inYestPents in technolo�
gy that you haYe to Pake in order to keeS 
uS with the coPSlexity of the business. $n 
outsourced serYice SroYider will be SroYid�
ing these serYices for a nuPber of real estate 
coPSanies, so they haYe a scale adYantage 
oYer the indiYidual Panager. $nd of course 
it is their core business they are inYesting in 
Panagnig the relationshiS.
ZH: 0anagers often ask, what is that right 
leYel of outsourcing when it coPes to fund 
adPinistration" $nd of course, eYen when a 
Panager outsources this function, it does not 
Pean it can be forgotten. $ Tuestion that has 
been regularly raised at soPe of our 1$5(�
,0 Peetings is� how do you ensure eĳectiYe 
oYersight of your third�Sarty Sartner"
EG: , think it is hard to say what the ‘right’ 
leYel of outsourcing is. )or eYery firP, there 
will be a continued indiYidual assessPent as 

EG: , think you are exactly right. 3rod�
uct diYersification has been a key trend, 
so Panagers haYe Pore Yehicles and Pore 
disSarate strategies. Without a doubt, that 
has brought a whole new leYel of coPSlexity 
into the fund adPinistration actiYities of the 
aYerage Panager trying to do these things in 
house. $lso, the serYice SroYiders haYe been 
getting better and better at dealing with real 
estate inYestPent Panagers. 7here are now 
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to what Pakes the Post sense for your Slat�
forP. +oweYer, , belieYe the trend will con�
tinue as Pore firPs really try and focus on 
their core coPSetencies and as those out�
sourced serYice SroYiders continue to boost 
their serYices.

1ow, if you are a real estate inYestPent 
Panager, it does not Pean that because you 
are outsourcing fund adPinistration, you 
get to forget about it� 7here has to be a leYel 
of engagePent and cooSeration with that 
outsourced serYice SroYider. 7here are four 
things that we generally highlight. 1uP�
ber one is there has to be a Soint Serson, 
an owner of the relationshiS internally, and 
that should be soPebody of seniority within 
the organi]ation.

1uPber two is haYing Yery clearly de�
fined exSectations and, in the initial con�
tract, haYing Yery clearly stated obMectiYes. 
1uPber three, you then haYe to hold your 
outsourced serYice SroYider accountable to 
those things. )inally, you need to Sull in key 
stakeholders, the SeoSle who haYe to use 
the work Sroduct of your outsourced ser�
Yice SroYider or who interact with theP on 
a day�to�day basis. 7hat Soint Serson needs 
to be SroactiYe about taking the tePSerature 
aPong the SeoSle who interact with the ser�
Yice SroYider. 7hat tySe of inforPation is 
really iPSortant in forPing a holistic Yiew of 
how eĳectiYe that serYice SroYider really is.

What does the future hold?
ZH: /ooking to the future, one thing we 
see froP the surYey is that the Sercentage of 
those considering outsourcing has declined 
froP �� Sercent in ���� to �� Sercent in 
����. $re we coPing to an inflection Soint 
in terPs of the industry deciding whether 
to outsource or not" What will the future 
trend be"
EG: , think that there are certainly Pore 
firPs which haYe Pade a decision, but there is 
a continuous eYolution here. 6oPe firPs are 
scaling uS and they will get to a Soint where 
they say� �0aybe we should reconsider our 
aSSroach.� $nd likewise, there will be others 
that decide to bring fund adPinistration in 
house. +oweYer, the Pain reason the Ser�
centage of firPs considering outsourcing has 
fallen is that the Sercentage of firPs actually 
outsourcing has risen. , absolutely exSect this 
to continue. )or exaPSle, we know of a cou�
Sle of SroPinent, Yery large�scale Panagers 
which are actiYely working towards outsourc�
ing. 6o we will continue to see Pore firPs 
across the industry PoYe down this Sath.Ř ■

Outsourcing: The manager’s view
Real estate investment managers are outsourcing more than 
just fund administration; other commonly outsourced functions 
include audit, valuation, IT and specialist real estate functions 

)or soPe Panagers, outsourcing to a sSecialist saYes the cost of recruiting and 
Panaging an in�house teaP, as well as SroYiding access to skills and organi]ations 
which work across PultiSle funds and Murisdictions. 2utsourcing also allows 
Panagers to focus on what they get Said for� inYesting in and Panaging SroSerty.

5egardless of what function is being outsourced, there are a nuPber of coPPon 
Sriorities. $s one inYestPent Panager says� ŗ.ey factors include exSertise in the 
releYant Murisdictions, reSutation, cooSeratiYe history, teaP caSabilities, technological 
caSabilities and, of course, fees.Ř 

&hris Wu, finance director of &hongbang, a sSecialist in retail�led &hina Pixed�
use real estate, oĳers soPe adYice for Panagers� ŗ<ou need soPeone in�house who 
has ownershiS of the relationshiS with a serYice SroYider� outsourcing should not be 
seen as handing oĳ an unwanted task or function to an outside serYice SroYider.Ř

0anagers stress the iPSortance of building a SartnershiS with their serYice 
SroYiders. Wu says� ŗWhere there is a long�terP outsourcing relationshiS there 
needs to be a SartnershiS with the serYice SroYider and an entreSreneurial sSirit, as 
we grow our businesses together.Ř

$nother Panager adds� ŗ9alues are Pore iPSortant than costs.Ř
While the functions that real estate inYestPent Panagers outsource Pight not 

be core coPSetencies, they are iPSortant, and so is troubleshooting. ŗ7here are a 
nuPber of factors which Pight be a concern in an outsourcing relationshiS, whether 
it is ongoing or new,Ř Wu says.

ŗ)irstly, continued non�deliYery is an obYious red flag but we would also be 
concerned about a change in ownershiS, esSecially one that saw key staĳ leaYing. 
+igh staĳ turnoYer is also a warning sign.Ř

Source: Outsourcing practices: Observations from the NAREIM/FPL Global Management Survey

* Data reflects managers that already do or are considering outsourcing

Managers’ primary motivations for outsourcing (%)*

  2019 survey      2015 survey
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Transparency

Resource demand fluctuations

Ability to expense
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Evaluating the employer value proposition is paramount, PATRIZIA’s  
head of human resources, Simon Woolf, tells PERE 

Q What prompted your 
appointment and how is the 

HR function evolving within the real 
estate fund management firm?    
PATRIZIA has strengthened its European 
footprint in recent years to become a major 
player internationally. The board regards 
the company’s people agenda as being a 
crucial element in supporting the compa-
ny’s growth. My role is to ensure we have 
the talent in place to support this growth 
and ensure PATRIZIA remains an employer 
of choice. My experience from outside the 
real estate industry was also important. I 
was previously head of human resources for 
a major music corporation, an industry that 
reinvented itself due to digitalization. The 
real estate sector is on the cusp of that jour-
ney, which presents an exciting opportunity. 

Q What single activity or aspect 
of your role takes up the most 

bandwidth on a daily/weekly basis? 
I only joined PATRIZIA six months ago, so 
it is early days, but my initial focus has been 
to ensure we have the infrastructure and 
processes in place for HR to manage talent 
on a global scale and in a rapid way. We are 
developing exciting plans for PATRIZIA’s 
progressive talent agenda, but to do that we 
need the infrastructure first. 

Q What HR issues keep you awake 
at night?  

Attitudes to the working environment are 
changing. People are more environmentally 
and socially aware, and we need to support 
our employees in achieving that. I see that 
as an opportunity, not a worry. We are cur-
rently evaluating our employer value propo-
sition to understand what current and future 
generations really want and expect from an 

“Automating 
systems using AI 
and analyzing 
that data has the 
potential to really 
change and enhance 
people management 
capabilities”

Q What is the least understood 
aspect of the HR function in real 

estate fund management firms?
The potential to really harness the power of 
the brand by living and breathing the cul-
ture is a really powerful tool for the people 
agenda. People analytics is another area, 
which every sector, not just real estate, is 
grappling with. Automating systems using 
AI and analyzing that data has the potential 
to really change and enhance people man-
agement capabilities. It is an important tool 
for organizations but no one has found the 
silver bullet yet. 

Q Technology and data skills are 
becoming critical in real estate 

investment. Is it a challenge to hire 
for these roles? 
Technology, innovation and digital capabil-
ity are areas we are very much focused on 
building out as an organization, but it is a 
combination of building our own internal 
function while also bringing in experts from 
outside to help. Being a relatively new skill 
set, recruiting talent in the area of big data 
and analytics is tougher. We find it less chal-
lenging to hire technology roles. 

Q What lessons have you learned 
in your role?  

The trick is to be super professional and 
client-centric. Understand the business, un-
derstand the business strategy and what you 
are trying to achieve, and make sure your 
people agenda aligns to that. Real estate is 
a people business, you need excellent peo-
ple for doing excellent business. A people 
strategy built in isolation is meaningless. 
Listening and getting close to the business, 
understanding how each business unit op-
erates and the interconnectivity is crucial. ■

employer. That touches everything from 
flexible working, working in an ‘always on’ 
digital environment, to generations which 
are less focused on the modern, traditional 
hierarchical routes of career progression. It 
is about creating the life opportunities peo-
ple are looking for from employers. 

View from the C-suite
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When it comes to retaining talent, some things matter more than money, writes 
the managing partner of executive search and advisory firm Bohill Partners

How to hold on to your C-suite executives

Business deYeloSPent and inYestPent Srofessionals are the face 
of an inYestPent firP, but what has been traditionally called 
the ‘back oĴce’ is the heartbeat of the business ş Puch Tuieter 

and Puch less Yisible to the outside world, SerhaSs, but eTually iP�
Sortant in Paking a firP function.

$ttracting and retaining the best SeoSle for these roles is coPSet�
itiYe and in an age of downward Sressure on fees, throwing Poney 
at the SrobleP is not the best answer. When we interYiew candidates 
for senior roles in these areas of the business, three factors regularly 
rank aboYe coPSensation as reasons for looking elsewhere. 

Appetite for change
0any of these roles contain Slenty of 
routine work ş Post &)2s adPit that 
oYerseeing accounts is not the Post 
fulfilling Sart of their role ş but what 
really Pakes a Sosition exciting is the 
oSSortunity to driYe change. 7he best 
talent will haYe the initiatiYe and good 
sense to identify these SroMects thePselYes, 
so what a &(2 Pust do is create an 
enYironPent where SeoSle are encouraged 
to go aboYe and beyond. While there 
cannot always be an 0	$ integration or a 
systePs transforPation SroMect to Panage, 
business as usual is siPSly not of interest 
for the Post dynaPic SeoSle in these roles. 
2ne &22 that %ohill 3artners recently 
Slaced to an asset Panager was oSen to 
PoYing because their SreYious firP was 
ŗSerfectly haSSy to keeS on doing what 
they were doingŘ desSite seeing Slenty of 
oSSortunities for further growth.

Recognition 
3eoSle in these roles who are looking to 
PoYe on, eYen those right at the toS of 
the organi]ation, are often frustrated that 
so�called ‘front oĴce’ Srofessionals do not 
aSSreciate the iPSortance of their work. 
ŗWe’re Must seen as a cost center,Ř is a 
coPPon coPSlaint. ,n soPe organi]ations, 
this eYen extends to the oĴce sSace ş 
sitting the inYestPent teaP in a seSarate, 
Puch Pore laYish floor or building is not 
the best way to show the rest of the firP 
they Patter. 6howing how they contribute 
to the oYerall success of the business, both 
to theP and to their colleagues, goes a long 
way in Paking theP feel Yalued. +aYing 
a two�tier organi]ation does not. 6enior 
leadershiS needs to Podel this behaYior, 
by Sublicly congratulating theP on big 
achieYePents and exSlicitly linking theP to 
the oYerall success of the business. 

Listening
0ore are seeking inSut froP SreYiously 
oYerlooked Sarts of the business to Pake key 
decisions, so if you want +5 to contribute 
Pore than Must adPinistering Sayroll and 
firing SeoSle, and legal to work SroactiYely 
alongside you rather than being a blocker, 
then include theP in the big conYersations. 
,t is a Yirtuous circle� letting theP 
understand how you, the &(2, and the 
inYestPent teaP are thinking giYes theP a 
better understanding of what you are trying 
to achieYe. 7his allows theP to contribute 
Pore eĳectiYely, which encourages the 
rest of the business to include theP Pore 
freTuently, and in turn allows theP to learn 
Pore, and so on. 7his can be reSlicated 
right down the organi]ation. 7he key 
change in Pindset that needs to haSSen is 
that the inYestPent teaP are reTuesting the 
exSertise of whicheYer teaP it haSSens to 
be, not siPSly barking out orders.

Guest comment by Emily Bohill 

8ltiPately, this all boils down to creating the right corSorate cul�
ture ş as a leader, this is a key Sart of your Mob. (ncourage the right 
kind of SositiYe, oSen and aSSreciatiYe atPosShere and you will be 
Puch better Slaced to attract and retain the best talent throughout the 
organi]ation, without sSending any Pore of those hard�earned fees. 

7he cost of reSlacing a highly skilled ePSloyee can be uS to 
three tiPes their annual coPSensation, including recruitPent fees, 
onboarding and training tiPe, and the gaS between theP leaYing 
and haYing a new Serson in Slace. 6o sSending a little Pore tiPe en�
suring they are giYen the right enYironPent is a good inYestPent. ■
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Throughout 2019 PERE has surveyed managers and investors 
for their views on fund domiciles, data management strategies, 

outsourcing, fees and due diligence and more. Here are some takeaways

Fund admin perspectives

Top three domiciles chosen by managers for their next private real estate fund

Source: PERE Manager Survey 2019 (respondents asked to select their top three from a list of 17)

Delaware Cayman Islands Luxembourg

How important are the following data management strategies to your 
firm? (%)

How will you approach outsourcing of the following areas over the 
next 12 months? (%)

  Extremely important       Important     Moderately important     
  Not important at all

Regulatory data services

Benchmarking services

Humanizing big data

Risk and analytical services

1000 20 40 60 80

Source: PERE Fund Manager Survey 2019

  Increase       Remain the same       Decrease

  2019       2018

Data management

Distribution

Fund administration

Fund management

Legal

Procurement

Technology

1000 20 40 60 80

Source: PERE Fund Manager Survey 2019 Source: PERE Fund Manager Survey 2019

50%

54%

31%

36%

38%

32%
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Automated for the people? Why not automate?

  Did not automate their waterfalls  

  Automate using a third-party provider

  It was too expensive

  Our waterfall is too simple

  Our waterfall is too complicated

Private fund CFOs express doubts about new technology for calculating distributions

Automated waterfalls

Source: Private Funds CFO (based on anonymous interviews with 15 CFOs)

What is the potential for the following to disrupt the private real estate capital investment and 
service space in the next three years

Source: PERE Manager Survey 2019 

1 low potential, 5 high potential

2 3 4 51

Source: PERE Manager Survey 2019 

If your organization is not planning on implementing any of the following, what is the biggest 
reason? (%)

Artificial intelligence

Automation/Robotics

Big data

Blockchain

Crowdfunding

Regtech

Smart contracts

1000 20 40 60 80

Source: PERE Investor Perspectives 
Survey 2019

66%
Investors saying they want 

greater fee transparency  
and disclosure from their 

managers in the last 12 months

58% 
Investors that report a  

manager’s succession and 
retention plans form a major  

part of their due diligence

63%
Investors that believe manager 

fees are difficult to justify 

5%
Investors that say the gender  

pay gap at the manager  
level is a major part of  

their due diligence 

37%
Investors that place ESG  
as a major consideration  

during fund due diligence

45.2%
Investors cite this LPA term  

as the most contentious  
with managers

Artificial intelligence 2.93

Blockchain 2.86

Automation/Robotics 2.57

Regtech 2.43

Smart contracts 2.21

Crowdfunding 2.07

  Offers no value            No expertise 

Big data 3
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Join PERE Asia Week to solidify your relationships with global real estate’s  
most influential figures. Book today to secure your savings. 

perenews.com/asiaweek

Global real estate’s  
most influential community

Asia Week

Hong Kong 2020

3 - 5 March

Three easy ways to register:
� perenews.com/asiaweek |  perenews.com/asiaweek | � perenews.com/asiaweek | � � +852 2153 3844 | � +852 2153 3844 | � � asiaevents@peimedia.com asiaevents@peimedia.com� asiaevents@peimedia.com�

Breakfast briefing sponsor Grand opening cocktail sponsor

Co-sponsors Exhibitor

Lead sponsors

Featured speakers

Miao Chi 
Chief Executive Officer 
SDP Investment

Mark Fogle 
Managing Director 
Baring Private Equity 
Asia

Christina Gaw 
Managing Principal and 
Head of Capital Markets 
Gaw Capital

Stefan Mächler 
Group Chief Investment 
Officer 
Swiss Life

Shan Weijian 
Chairman and Chief 
Executive Officer 
PAG Group

Richard Yue 
Co-Founder and Chief 
Executive Officer 
Arch Capital 
Management



Our perspective 
is different
A leading global provider of real 
estate business services

Information on Sanne and its regulators can be accessed via sannegroup.com

SANNEGROUP.COM

FTSE 250 
listed business

In excess of 
£250bn AUA

More than 1,600 
people worldwide
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