
For fund managers, the pressures never let up. 

You need to raise and retain capital, of course, while deftly managing risk. But you 

also need to be compliant, to be cyber-secure, to serve your investors with more 

agility. You need to track both technology and the constantly moving regulatory  

goalposts. You need to be even more transparent and flexible  

today than you were yesterday. And you need to do all this while 

cutting costs and maximizing efficiencies. 

It’s fair to say that managers have never faced more scrutiny, or 

more competition for capital. So how, in this tightening opera-

tional environment, do you reach your economic goals?

Many US-based funds are looking overseas for capital. And to bring that 

capital home safely, they need experienced fund administrators who can help 

them onboard foreign limited partners securely, cost-effectively, and in a fully 

compliant manner.  

International Capital: Taming the Risk  

to Reach the Reward

For many foreign investors,  

the gold standard of safe  

investments is US real estate.



Offshore capital beckons for US real estate

It’s easy to see the appeal of international fundraising. Beyond US shores — 

especially in China/Greater Asia and in Europe — demographic, economic and 

other structural trends have led to massive accumulations of liquidity. Much of 

that private capital is now chasing safe investments.

For significant numbers of foreign  

investors, the gold standard of safe  

investments is US real estate (RE). As the 

chart at left shows, the growth in both 

numbers of non-US limited partners and 

amounts of non-US capital invested in 

real estate funds over the last few years 

has been remarkable — even when com-

pared to domestic inflows (and all other 

alternative asset classes).

The mutual attraction between over-
seas dollars and US RE is clear. Less 

clear, for many managers new to inter-

national fundraising, are the complex  

challenges they will face in marketing 

their funds to offshore investors. The 

processes, timelines, financial consid-

erations and risks — operational and  

regulatory — are completely different from those of domestic fundraising.  So 

are the expectations of limited partners, with visibility and transparency often 

top of mind for investors desiring to enter the US alternative assets market.

Staying ahead of regulatory realities

The growing compliance and disclosure requirements fund managers already 

face are multiplied when it comes to cross-border transactions.

While all alternative assets carry a great deal of complexity, real estate funds 

are laden with additional intricacies in areas such as tax, audit and financing 

structures — all of which can make for complex calculations when it comes 

to equity waterfall distributions and financial reporting, both domestic and  

international.

With the SEC and the Financial Industry Regulatory Authority (FINRA) intensi-

fying their focus on PE firms, the scrutiny of capital sourcing, cyber-readiness 

responsibility, and monitoring of the investor base have never been greater. 
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Anti-money-laundering (AML) standards, which have been largely 

harmonized across nations, are also stringently enforced virtually 

everywhere. 

Add to that the increasing use by tax authorities of  AML statutes —  

as well as reporting standards such as the Foreign Account Tax 

Compliance Act (FATCA) and Common Reporting Standard (CRS) 

— and you have an extra layer of complexity to negotiate in struc-

turing compliant cross-border money flows. 

 The cost of an error, for both fund manager and investor, can be 

extremely heavy.

Complexity, meet clarity 

While there are plenty of challenges involved in fundraising from offshore  

investors, the good news is that it is possible to manage the risk, tame the 

complexity, and win the reward you and your foreign limited partners both seek, 

smoothly and securely.

The key is to understand the special risks and intricacies involved with global 

banking and compliance — administrative, regulatory, technological, logistical 

and legal — and to tackle them holistically, with a data-driven workflow that 

rests on fund administration best practices, bulletproof risk mitigation, and  

domain expertise across borders. 

Foreign capital also carries foreign requirements

“ What disclosures are required from foreign nationals in Argentina investing in our fund 
through a Panamanian holding company?”

“ Are our product, platform and services aligned to meet the unique cultural frameworks of, 
say, a Chinese or Middle Eastern investor?”

These are the kinds of questions that may suddenly confront a manager accustomed to domestic fundraising.  

Those sought-after inbound investments often come through foreign-domiciled intermediary banks. And 

registering funds in overseas jurisdictions (or “passporting”) often requires managers to meet specific legal 
and sometimes cultural requirements. Once those have been met, the fund faces a range of other reporting, 

documentation and cross-border audit obligations.

Multijurisdictional issues can be significant as well. In the European Union, for example, where there is a  
significant overlay of mandates requiring built-in reporting, risk, governance, and financial oversight capabili-
ties, several member states have added their own additional country-specific legislation.  

On average, RE funds that  

are open to US and non-US  

investors close 80 days 

earlier than RE funds that  

cater only to US investors.
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Not only does such an approach enable scale, consistency and transparency,  

it can also create efficiencies which flow through to the bottom line — with 

potential value-added benefits such as real-time strategic intelligence for both 

general and limited partners. Another benefit is borne out by the data: on  

average, RE funds that are open to US and non-US investors close 80 days 

earlier than RE funds that cater only to US investors.

A more evolved fund administration

Raising and retaining funds, efficiently and effectively, is central to your  

business. But when your investors are your business, creating value is about 

more than delivering returns. It’s about delighting your customer, on every 
level.

That means giving your limited partners the kind of operational  

excellence and flexibility that large institutional managers expect. 

Features like world-class data security and compliance. Visibility into 

their funds — to your preferred degree of granularity — through a 

sophisticated investor portal. Assistance with tax-efficient structuring. 

Even portfolio analytics.

NES Financial is well placed to help. With our veteran team of accountancy, 

compliance and technology experts, we have the domain know-how,  

offshore relationships, due diligence capabilities, and best-in-class 

third-party fund administration to help you reach your fundraising goals —  

regardless of where your limited partners are domiciled.

About NES Financial

NES Financial provides the private equity industry with data-driven fund admin-

istration services that deliver operating efficiencies, actionable intelligence and 

greater risk mitigation, at scale. Our unwavering commitment to cyber security, 

redundancy, transparency and compliance reporting is evidenced by 12 consec-

utive years of successful independent audits of our technology, processes, and 

financial controls. For more information, please visit nesfinancial.com. 
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Creating value for your  

investors is about more than  

delivering returns.


