Trust and fiduciary services

The advantages of using Jersey
in difficult economic times

By Paul Patterson, Head of the British Isles and Global Head of Trust,
RBC Wealth Management.

In May, Jersey Finance, Jersey’s financial industry body, published its quarterly report
outlining the performance of the Island’s financial industry over the first three months
0f 2010. This report showed that banking deposits increased by 7.5%, net asset value
of funds under administration increased by 8.6%, value of funds under investment
management increased by 6.8%, and company formations were up 22.9%. Some

of these increases in business can be attributed to markets rallying in 2009, but the
evidence also suggests that Jersey is perceived by private clients and institutions as
being a good place to do business.

Jersey’s success takes root in three fundamental principles. First, Jersey is tax neutral (i.e.
its taxation does not cause individuals or firms to shift their economic choices), which
allows the private client a number of structuring opportunities, and attracts wealth.
Second, Jersey provides a concentration of expertise in tax structuring, legal advice and
accounting, which allows private clients to make the most of structuring opportunities.
Third, Jersey is considered to be one of the most stable offshore jurisdictions in the
world, with a history of strong rule of law and strict adherence to regulatory principles.
Beyond these factors, reputation, accessibility, time zone, and range of products and
services play their part in making Jersey attractive to private clients.

Developments in regulation have no future with the OECD Global

Forum on Tax Transparency and
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nations. Indeed, banking secrecy in the
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Clients should take comfort that Jersey
has always maintained a committed
stance to transparency and compliance.
In September 2009, the IMF released a
report revealing that Jersey’s financial
sector regulation and supervision are of a
“high standard” and “comply well” with
international standards. It noted that
Jersey has put in place a “comprehensive
and robust” framework for countering
money laundering and terrorist
financing and achieved a “high level of
compliance” with almost all aspects of
the Financial Action Task Forces 40+9
Recommendations.

Jersey has ratified 15 Tax Information
Exchange Agreements, showing Jersey’s
commitment to global cooperation,
balancing transparency with
confidentiality.

The chief preoccupation of most ultra
high net worth (“UHNW”) families

is wealth preservation.It is therefore
crucial they do business in a jurisdiction
where compliance and transparency
are taken seriously. Only by structuring
their affairs legitimately and with the
advice of professionals, including
lawyers, accountants, trust and tax
experts, private clients will be able

to protect their assets. By having an
account in Jersey, the private client can
feel confident that their affairs will be
well structured and the rule of law will
safeguard them.

Proximity to London

Risk and the importance of
diversification is another key theme.
As private clients look to diversify
their wealth, they are increasingly
coming to London to gain access to
the global markets and vary their
currency holdings. According to the
Jersey Financial Services Commission’s
Q1 report, 66.8% of all deposits held
in Jersey were held in currencies other
than sterling, which underlines the
international requirements of many
clients who bank in Jersey, and their
reliance on access to global markets.

Indeed, the reason many international
families choose Jersey as an offshore
jurisdiction is its symbiotic relationship
with the UK. The UK is a global centre
of financial expertise, private client
legal advice and succession planning.

In addition, the lifestyle benefits of
having a base in London is an important
consideration.

The relationship between London and
Jersey is further supported by emerging
markets wealth. UHNW families in

Asia are increasingly using Jersey as a
jurisdiction because of its ties to the UK;
in fact the Far East now accounts for
8.9% of total banking deposits held in
Jersey, compared to 3.5% at the end of
2009 (Jersey Finance Q1’10 Report).
This reflects the increasing
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concentration of global wealth in Asia,
Russia, CIS countries and Latin America,
and the flow of that wealth into the
Channel Islands.

Security, confidentiality and political
stability are extremely important for
clients who come from these regions,
as they look to deposit their wealth
safely where it can be preserved for
future generations away from the risks
associated with unstable governments.

The foundation for Jersey’s attractive
proposition for private clients is based
on its tax neutrality; concentration of
financial planning expertise; stability
and robust legal framework. A number
of additional factors have come into play
that further enhances Jersey’s attraction.
These include the island’s banking
transparency; an increase in emerging
markets wealth seeking diversification
and safety; and the symbiotic
relationship that between London and
Jersey, both centres of financial planning
excellence.

This article was first published in Private
Client Practitioner in July 2010.
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