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WEALTH MANAGEMENT
ECB winds down QE

The QE programme started by the ECB in the first quarter 
of 2015 was a major market event in terms of support for 
Bond Markets and was expected to run only until the end 
of Q3 2016. Since then the ECB has spent around €2.5tln 
(20% of the Government Bond market) on its bond buying 
program and this helped to push yields down to multi-
decade lows.

Whilst this does of course help companies which have 
borrowed in the debt markets, lower bond yield do mean 
that many Pensioners struggle to achieve much in the way 
of monthly income from bonds. This may partly explain 
why certain segments of the European Consumer & Retail 
sector have not sparkled in recent years, however, there 
are definite signs that wage growth may well help boost 
consumer sentiment next year across Europe.

As 2018 draws to a close, it seems likely that next year will 
be a challenging one for Fixed Income investors as the 
bond market is clearly factoring in lower purchases by the 
Central Bank. In terms of what action investors should take, 
we would caution against having too much exposure to 
sub Investment Grade bonds in Europe next year, as we 
expect yields in this segment of the market to drift higher.

US & China Trade War and possible improvements in 
tone

The recent decision by the US & China not to escalate their 
trade war through higher tariffs is clearly good news for in-
vestor sentiment. In recent months we have seen signs that 
fears of higher tariffs had un-settled confidence amongst 
Chinese car buyers and Global purchasing managers.

However, whilst trade headlines have become slightly 
more positive during recent trading sessions, comments 
from President Trump and Commerce Secretary Ross em-
phasized that they wish China to do more. A more compre-
hensive set of trade agreements may emerge in the first 
few months of 2019, especially as the Chinese economy has 
slowed of late.

Brexit - EU Plays Hardball with May, rejecting pleas 
for help

Prime Minister May recently went to Brussels hoping to 
secure some additional "assurances" on the most contro-
versial part of her Brexit deal -- the so-called Irish border 
backstop.

While she made clear that she was not expecting a break-
through straight away, she urged leaders to do everything 
they could to make the accord more acceptable at home. 
However, instead of giving her what she needs, Leaders 
hardened their approach.

They toughened the language of their communique, tak-
ing out some of the most helpful parts that diplomats had 
drafted in the run-up to the meeting. The pound fell.

There are of course hopes that Politicians will respect the 
outcome of the first referendum in 2016 and push on with 
the Brexit process, no matter how painful in the near term 
that may be.

As usual, other options are on the table and these include 
the possibility of final amendments in January 2019 by the 
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EU to make the deal more palatable, a new referendum 
to halt the impasse in Parliament, or even a fresh General 
election. The current situation is fluid however; the pros-
pect of Britain leaving the EU without a deal still seems 
unlikely.

Stock markets, computers and opportunities

Why are the Stock market movements so large and unpre-
dictable in the near term? Part of the reason may lie in the 
fact that the types of participants in markets has changed 
significantly, as the majority of transactions are now car-
ried out by computers. In addition, it has been exacer-
bated by momentum/trend following strategies, which 
effectively buy and sell investments on signals generated. 
The momentum related trades look to take advantage of 
the observation that up or down trends tend to persist for 
some time and an investor can ride on this bandwagon of 
money flow.

However, in reality such volatility can result in a ‘buy high/ 
sell low strategy’, which never seems like a sound invest-
ment strategy! We would suggest that patient investors 
can reap benefits from this hap-hazard approach to invest-
ment by having a ‘shopping list’ of companies with excel-
lent growth prospects and be ready to pounce and buy 
quality companies for the longer term at lower levels.

Bond yield inversion and signals

Recent headlines over trade and concerns over the possi-
bility of rising US interest rates have not helped sentiment 
towards most asset classes. One of the principal causes 
behind the recent sell off has been the partial inversion of 
the US yield curve (2 year bonds started to yield more than 
5-year bonds). In the past, a full inversion of the US yield 
curve has been a good indicator of future recessions

Normally these recession signals are best read from an 
inversion of the 2-year and 10-year US Government Bond 
yield. Moreover the signal can in fact relate to a ‘slow-
down’ -not a full blown recession and the actual contrac-
tion in US economic activity can occur anywhere between 
9 – 18 months after the signal has occurred.

As Portfolio Managers, clients often ask us “what should I 
do?” and our short answer is absolutely nothing if you are 
a medium or long term investor. Nothing much has really 
changed. What about all the negative headlines I am read-
ing? Bad news always sells more than good news. If you are 
in doubt just look at any newspaper. 
We are also asked are you still positive? The answer is a 
resounding yes; for the following reasons:

 � The inevitable slow-down in the US economy next 
year is a welcome development. It was growing at too 
hot a pace before and a slow down to a 2.5% pace is 
much more healthy

 � Yes global growth will slow down but is still likely to 
be in the high 2% low 3% range – hardly a disaster

 � The oil price has retreated significantly and combined 
with the slightly weaker US economy this will mean 
that US interest rates will not rise as fast as expected

 � We expect no more than 2 rate rises next year and 
perhaps 1 more this year before we hit the peak of the 
US rate cycle

 � The US economy will not go into recession – just a 
healthy slow down

 � An Italian budgetary deal with the EU is imminent and 
will happen before the year end

 � BREXIT is likely to be soft, cancelled or go to a second 
referendum

 � A full trade deal with China and the USA may well 
happen within 90 days as pretty much all of the 
demands can be easily met – more than enough to 
take away the headline risk and both leaders have too 
much to lose by not doing this

 � Investor sentiment is at quite a bearish level and most 
people have given up. This is one of the best contrar-
ian indicators
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Now that the year has just ended, we can say that expec-
tations for 2018 were too high. Yet at the start of the year 
key leading economic indicators were actually pointing to 
strong growth in 2018. In the US, President’s Trump’s tax 
reforms were the likely cause of the euphoria. But purchas-
ing managers’ indices were showing survey readings at 
record highs in Europe as well, where there were no tax 
giveaways on offer. While these data points were largely 
trending well above their average levels, they gradually 
lost ground as the year went on. In Europe in particular, 
expectations were ratcheted down sharply. Fears over a 
global economic slowdown, political uncertainty in the UK 
and France and the ongoing budget dispute between Italy 
and the EU dragged equities as well as other asset classes 
down sharply.

Few investors will have achieved positive returns in this 
challenging environment.

How did your portfolio fare? Were you invested relatively 
broadly and adversely affected by the market turmoil as a 
result? Or were you successful because you opted for just 

a small selection of securities? What impact did manage-
ment and product costs have on your portfolio? 
This is a good time to evaluate your portfolio and get 
the information you need to make decisions on possible 
changes.

We at swisspartners will be glad to offer you a free portfo-
lio check-up focusing on the following areas:

 � Performance comparison for 2018 – how did my port-
folio perform?

 � Consolidated assessment/diversification

 � Management costs for the products used

 � Specific risks in the portfolio

Send us your portfolio statement by email to  
konstantin.wyser@swisspartners.com or by mail to  
swisspartner AG, Am Schanzengraben 23, 8022 Zurich.  
We will then draw up and send you a personal portfolio 
analysis in line with the criteria set out above.

FINANCIAL PLANNING
How did your portfolio perform in 2018?

Konstantin Wyser, Partner 
konstantin.wyser@swisspartners.com

Written by:
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TREUHAND SCHWEIZ
The modern art of Family Office 

More than just wealth management

In emerging regions such as Asia, a boom in holistic multi 
family offices (MFO for short) is taking place, and Europe 
is now following suit at an increased pace. In Switzerland 
there is also a growing demand for a broad and expand-
ing range of such services. swisspartners already offers 
this holistic, personal and independent multi family office 
service to our clients. Our modern, state-of-the-art MFO 
offers much more than traditional, highly specialized asset 
management. Its scope - adapted to the desired invest-
ment strategy - encompasses wealth and estate planning, 
wealth preservation, asset allocation, investment control-
ling and provision of consolidated reporting.

A comprehensive holistic offering

Our MFO acts as a "competence centre" for our client and 
makes his/her individual interests and needs its primary 
focus. Our MFO is independent, has a distinct, personal-
ised approach and services the client consistently with 
the same main contact person. Our MFO organises and 
monitors banking services and implements the complex 
requirements presented by financial regulations.

For risk, legal and tax issues, for all fiduciary matters as well 
as for insurance related issues, the client receives support 
from experts at swisspartners in line with his/her require-
ments. Archiving and backup of files and electronic data is 
also an important aspect of the holistic range of services 
we offer.
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Tangible assets

Tangible assets, such as art, jewellery and other valuable 
objects, are given due prominence by the MFO. Our highly 
specialized experts guide and advise clients in regard to 
acquisitions, possible divestments and the custody of such 
assets.

Real estate

Investing in real estate is gaining in importance as 
well. swisspartners specialists handle the purchase and/or 
sale of real estate, both domestically and abroad, as well as 
taking care of the administration of such assets. One such 
example would be an exclusive family property construc-
tion project with access to international schools in the hot 
spots of Europe (Portugal, Spain, etc.).

Philanthropy

Philanthropists need support in the setup of a foundation 
or a non-profit organisation and they seek know-how in 
regard to the implementation of their personally tailored 
strategy. With our 25-yearsexperience we provide compre-
hensive advisory services in in relation to administration as 
well as in controlling. We also offer support to the founda-
tion board.

Generation change / estate planning

In our modern society, generation change calls for a subtle 
balance of interests among family members. Among the 
many issues that need attention are, for example, the right 
time to involve children and the way the family makes deci-
sions, such as what solutions would make the family feel 
comfortable. Through tailor-made and sustainable family 
governance, including private placement insurance , the 
experts at swisspartners deliver solutions and ensure trans-
parent and clear succession planning from an early stage. 

Our services also include estate planning, comprehensive 
pension arrangements, wills and - if desired - full estate 
administration.

Lifestyle services / concierge services 

We also offer lifestyle/concierge services that encompass a 
broad spectrum of ancillary activities providing a one stop 
offering to our clients, something once undertaken to a 
limited extent by an executive secretary.

Caroline Schmid, Partner 
Client Advisor 
caroline.schmid@swisspartners.com

Written by: 
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TRUST & CORPORATE SERVICES
SPMH (Cyprus) Limited – our new business venture out of Cyprus

swisspartners Marcuard Heritage Ltd., the international 
trust and company services branch of swisspartners Group, 
has recently established its own trust company in Cyprus, 
named SPMH (Cyprus) Limited.

Why establishing a new trust company at all?

We are convinced that trusts and international companies 
have a bright future, in particular in the context of long-
term estate planning of wealthy families and the protection 
of family assets.

Why in Cyprus?

We are also convinced that the future of trust business will 
be in reputable jurisdictions such as Switzerland, Cyprus or 
Singapore. Switzerland does not (yet) know a specific trust 
legislation but Singapore and Cyprus are jurisdictions with 
well-established trust laws hence we have decided to go 
European first.

What can swisspartners offer out of Cyprus?

Our services will comprise the full range of trust and 
trustee/company formation/company administration 
services, such as

 � Establishment and management of trusts

 � Trusteeships/Directorships

 � Formation/Administration of companies

 � Formation and management of private trustee com-
panies (PTCs)

 � Tax and accounting services

 � FATCA/CRS consultancy services

It goes without saying that a trustee company established 
in Cyprus, will be able to act as a trustee for trusts from 
many jurisdictions, such as Cayman Islands, BVI, Nevis 
etc., depending always on specific local legislation and 
criteria of the jurisdiction to be appointed.  But for those 
clients which wish to have a pure European onshore trust 

arrangement, Cyprus may be the alternative to go for.
In the following, we take the opportunity and let Andreas 
Hadjimichael, director of SPMH (Cyprus) Limited, talk about 
the trust business industry and the merits of forming trusts 
in Cyprus under Cyprus law.

In a few words, what is a trust, and what is its 
relevance in Cyprus?

The flexibility of formal requirements for the creation and 
operation of trusts, and the incredible flexibility of trust 
instruments, make them uniquely useful vehicles for asset 
protection and succession planning.The flexibility of formal 
requirements for the creation and operation of trusts, 
and the incredible flexibility of trust instruments, make 
them uniquely useful vehicles for asset protection and 
succession planning.

In simple terms, a trust is an arrangement whereby 
property or assets are transferred from one person 
(the “settlor”) to another person (the “trustee”) to hold 
the property for the benefit of a specified list or class 
of persons (the “beneficiaries”). The protector (is not 
compulsory but if appointed) is the person that has the 
power to control key powers of the trustee, such as the 
power to add beneficiaries to the trust.

The practical advantages of a trust are gained from the 
distinction that is drawn between the formal or legal 
owner of property i.e. the trustee, and those people 
that have the use or benefit of the property i.e. the 
beneficiaries.

The International Trusts Law of Cyprus builds on the well-
established English principles of equity and trusts and has 
created one of the most attractive trusts legal frameworks 
in the world.

Give us some practical examples for the use of trusts

Cyprus International Trusts (“CITs”) can be used in unlimited 
circumstances. Here are some typical situations where 
trusts may help a family to preserve and grow its family 
wealth.



swisspartners  |  info@swisspartners.com  |  swisspartners.com

8

A trust can be used 

 � to hold property for minors or successive generations 
of a family

 � to protect property against spendthrift members of a 
family

 � to establish a “fund” for the benefit of family members 
according to future needs as and when they arise

 � to provide secretly for others

 � to provide for a couple on their marriage whilst ensur-
ing that the property so provided is “tied up” in the 
event of that marriage failing

 � as an investment vehicle

 � to enable charitable objects to be carried out

What is the legal framework of CITs?

The main legal framework governing trusts in Cyprus is a 
combination of English common law, the Trustees Law of 
Cyprus (Cap 193), which is modelled on the English Trustee 
Act of 1925, and the International Trusts Law of Cyprus (Law 
69(I) of 1992 as amended by Law 20(I)/2012).

How will a CIT be established?

The procedure for establishing a CIT is straightforward 
and can be arranged in a relatively short period of time. As 
per the law, the following conditions must be met for the 
formation of a CIT:

 � The Settlor, whether a physical or legal person, must 
not be a tax resident of Cyprus during the calendar 
year which precedes the year of creation of the CIT; 
and

 � The Beneficiary(ies), either physical or legal person(s), 
with the exception of a charitable institution, must 
not be tax resident of Cyprus during the calendar year 
which precedes the year of creation of the CIT; and

 � At least one of the trustees is, for the duration of the 
CIT, a Cyprus tax resident person.

What do “reserved powers” mean for the settlor of a 
trust?

The settlor under a CIT is provided with a right to reserve 
certain powers, whether retained or given to him in his 
capacity as a protector for the application of the CIT or 
otherwise. Some examples of such reserved powers of the 
settlor are set out below:

 � the amendment or revocation of any terms of the CIT;

 � the allocation, distribution, payment or other disposi-
tion of income or capital from the CIT property;

 � to act as director or officer or give binding directions 
as to the appointment or removal of a director or offi-
cer of any company wholly or partly owned by the CIT;

 � the appointment or removal of any trustee, protector 
or beneficiary;

 � changing the applicable law governing the CIT or 
place (forum) of management of the CIT;

 � the restriction of the exercise of any power of the 
trustee, for example requesting that these be exer-
cised only subject to the approval of the settlor or any 
other person expressly mentioned in the trust deed.

The retention of any of the above powers by a settlor of a 
CIT shall not, in accordance with the Law, in any way affect 
the validity of the CIT or delay the execution of the CIT.

In the world of increasing litigation, the protection 
of wealth becomes more and more important. What 
does Cyprus and CITs offer in this respect?

The CIT is irrevocable unless a specific power of revocation 
is reserved in it and cannot be set aside by the settlor’s 
creditors unless and to the extent that the creditors can 
show that the CIT was made with the intent to defraud 
them. The burden of proof of such intent lies with the 
creditors and an action against the trustees must be 
brought within two years from the date when the relevant 
transfer or disposition of assets is made to the CIT.
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Also, in matters relating to CITs, only the law of the Republic 
of Cyprus will apply. In other words; succession, heirship 
or other laws applicable in foreign jurisdictions or court 
judgments, orders, arbitral awards or decisions by foreign 
competent authorities do not affect the validity of a CIT 
or the transfer of property to the trustee of a CIT. A CIT 
may only be challenged on defraud of creditor grounds 
with a two-year limitation period. The trustees of a CIT are 
bound by confidentiality and cannot disclose information 
or documents unless ordered by a Cyprus Court or required 
by law.

Which information on a CIT is on public record in 
Cyprus?

All CITs must be registered with one of the three authorities 
(ICPAC, CySec & The Bar Association) supervising 
and regulating the provision of trustee services. The 
supervising authorities maintain a trust registry containing 
the following information on CITs:

 � Name of the CIT;

 � Name and full address of every trustee at all material 
times;

 � Date of creation of the CIT;

 � Date of any change in the law governing the CIT to or 
from Cyprus law; and

 � Date of termination of the CIT.

Which taxes apply to CITs with foreign beneficiaries?

beneficiaries who are not tax resident in Cyprus are subject 
to tax only on income and profits sourced in Cyprus. 
Capital gains tax applies only regarding gains from the 
disposal of real estate situated in Cyprus or shares of a 
company holding property situated in Cyprus. Dividends 
and interest from Cyprus companies are tax free and are 
not part of Cyprus sourced income.
CITs may fall within the scope of double tax treaties 
provided that the other contracting state recognizes trust 
structures and principles of equity and the CIT itself meets 
the eligibility criteria set out in the relevant treaty.

As a summary, what are the most interesting aspects 
of the Cyprus trust law and CITs?

Most trust jurisdictions in the world show similarities, 
but when looking at Cyprus specifically, here are the 
catchwords which speak for Cyprus as a modern trust law 
country:

 � Onshore jurisdiction and a full member of the Euro-
pean Union;

 � Trustees to touch and to establish a personal contact 
and relationship;

 � Strong asset protection features in the Law; 
Strong privacy;

 � Exclusive jurisdiction of the Cyprus courts;

 � Significant tax benefits with a wide network of double 
tax treaties, including Switzerland and many other 
European countries.

Dr. Christian Rockstroh, Partner 
christian.rockstroh@swisspartners.com

Written by: 


