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Switzerland 0 — 1 Italy

f Italy’s tax amnesty (known locally as the
scudo fiscale, or fiscal shield) has been more
successful than many expected, generating
€95 billion ($129 billion) of newly declared
assets between mid-September and mid-
December 2009. Estimates of Italy’s offshore
assets vary widely, but this may amount to
some 20 percent to 30 percent of the total.
And this will rise further as investors enter
extra time, with the amnesty extended to the
end of this month.

Like its football team, Italy has become
something of a world leader in tax amnesties
— this is its third, and most successful, in eight
years. Key to its success has been the very
low one-off penalty fee of 5 percent, albeit
upped to 7 percent for those who wait until
March/April to declare. In comparison, the
UK’s recent global offshore amnesty charged
20 years of tax at 10 percent, plus interest.

Retention of anonymity, including the
accepted use of vehicles such as trusts (fidu-
ciaria) and unit-linked life policies, has also
played an important part, as has administra-
tive simplicity.

Switzerland accounts for 70 percent of the
declared assets, so it is natural to think of
this as an easy away win for Italy. But that
figure overstates the initial direct impact on
Swiss-based banks.

First, this represents less than 5 percent
of Switzerland’s estimated total offshore
assets. Second, only around 41 percent of
the total declared assets have been physically
repatriated. Instead, under the terms of the
amnesty, clients with offshore assets in Swit-
zerland (and other non-EU countries) can
opt for juridical repatriation — placing the
assets in the custody/management of Italian-
authorised institutions in Switzerland; trust
structures also enable Swiss-based banks to
continue to manage the assets.

Third, many of the large Swiss players are
able to capture some of the physically repat-
riated assets by rebooking them in their Ital-
ian onshore units. Hence, Credit Suisse was
initially able to retain around 66 percent of
the declared assets, UBS 63 percent and Julius
Baer 60 percent — albeit at lower margins.

On the other hand, the smaller Ticino-
based banks are particularly exposed, and the
amnesty is forcing major strategic rethinks —
those that remain in the game will need to
sharpen their investment performance, advi-
sory capabilities, service quality and pricing.

Luxembourg (9 percent), Monaco (5 per-
cent) and San Marino (4 percent) are the other
key source geographies for the newly declared
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assets. But given their greater concentration
of Italian offshore assets, the amnesty is hav-
ing a bigger impact than in Switzerland. San
Marino now faces its worst crisis since the
war and urgently needs to overhaul its entire
economic model as the amnesty drained 24
percent of its deposits, compounding various
other, more home-grown, problems.

For Italian-based institutions, the amnesty
has clearly been music to their ears. The indi-
vidual repatriated amounts are estimated to
average around €550,000, which is signifi-
cantly down on previous amnesties.

Small players are said to have benefited
more this time than the large banks; which has
translated into strong equity price gains among
banks including Banca Generali and Azimut.
But again, it is easy to get carried away.

The vast majority of the physically repatri-
ated assets are currently sitting in low-margin
deposit accounts, and it remains to be seen
how much will be converted into managed
assets. Anecdotal evidence suggests that a
good proportion of the returning assets will
end up being redeployed in under-capitalised
family businesses.

Overall then, the Italian tax amnesty’s
impact on Swiss private banking is less than
headlines suggest. Over time, some of the
repatriated assets are likely to seep back
across the border; and repeated amnesties
with low penalties do not exactly send a
strong anti-tax evasion message.

Italy has scored a quick legitimate goal
against Switzerland, but the match could
result in a score draw over the longer
term.

David Maude is a private banking consult-
ant based in Verona and London. He can be
contacted at david@david-maude.com.

BENCHMARK INTELLIGENCE ON THE WEALTH MANAGEMENT INDUSTRY

. Private Banker

INTERNATIONAL

Editor: Nicholas Moody
Tel: +44 (0)20 7563 5673
Email: nicholas.moody@vrlfinancialnews.com

Asia Editorial: Titien Ahmad
Tel: +65 6383 4688
Email: titien.ahmad@vrlfinancialnews.com

Contributors: Charles Davis, Maryrose Fison,
Paul Golden, Richard Hemming

Chief Sub-editor: Mark Armitage
Sub-editor: Brooke Balza

Head of Global Sales: Sarah Wootton
Tel: +44 (0)20 7563 5650
Email: sarah.wootton@vrlfinancialnews.com

Advertising Manager: Edith Piekarz
Tel: +44 (0)20 7563 5634
Email: edith.piekarz@vrlfinancialnews.com

Head of Subscriptions: Allan Sahbani
Tel: +44 (0)20 7563 5615
Email: allan.sahbani@vrlfinancialnews.com

Customer Services:

Kirsten Lamb

Tel: +44 (0)20 7563 5688

Email: kirsten.lamb@vrlfinancialnews.com

Tom Lipczynski
Tel: +44 (0)20 7563 5610
Email: tom.lipczynski@vrlfinancialnews.com

As a subscriber, you are automatically entitled

to online access to Private Banker International
and a five-year newsletter archive. Please contact
customer services for more information.

For more information on accessing Private Banker
International content online, or to subscribe,
please telephone +44 (0)20 7563 5688 or email
kirsten.lamb@uvrlfinancialnews.com

London Office

34 Porchester Road, London
W2 6ES, United Kingdom
Tel: +44 (0)20 7563 5600
Fax: +44 (0)20 7563 5601

Asia Office

20 Maxwell Road

#09-01A, Maxwell House

Singapore 069113

Tel: +65 6383 4688

Fax: +65 6383 5433

Email: asiapacific@vrlfinancialnews.com

Financial News Publishing, 2010

Registered in the UK No 6931627

Unauthorised photocopying is illegal. The contents
of this publication, either in whole or part, may not
be reproduced, stored in a data retrieval system

or transmitted by any form or means, electronic,
mechanical, photocopying, recording or otherwise,
without the prior permission of the publishers. For
information on additional copies or syndicated
online access to this newsletter, please contact
Kirsten Lamb at Customer Services.

DID YOU KNOW?

Your subscription to this news-
letter entitles you to access its
five-year online archive. Go to
www.vrlfinancialnews.com

www.privatebankerinternational.com



