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Some	  signs	  of	  life	  from	  developed	  economies	  
	  
The major shift has been a selective improvement in developed economy data and 
continued uncertainties about the emerging markets – which continue to be beset by a 
variety of problems both internal and external. These include: 
 
Further difficulties may be faced by BRICS: We see a marked deterioration for 
commodity exporters as Chinese growth both slows and shifts focus. Moreover, internal 
difficulties may become more severe as it becomes evident that the rising tide has not 
lifted all boats equally, thus resulting in anti-government protests. These countries may 
also face structural difficulties as lack of infrastructure combined with rising wages 
signals an erosion of competitiveness.   
 
US ahead of the rest: We remain of the view that the developed economies remain the 
better option in relative terms. Among these, USA are undoubtedly the best positioned, as 
they can benefit from a largely restructured industry, greater credit availability (both 
retail and commercial), firmer housing market and an energy advantage.  
 
But wage growth remains the major issue: the Achillees heel remains wage growth 
which is still practically non–existent. This is a case for those who have been spending 
more, while re-employment for many is the minimum wage.   
 
Not by exports alone, this is not the 1950s: With regard to Europe, there are signs of 
hope as manufacturing posts a timid revival boosted by exports increase, especially in the 
peripheral economies. While we welcome the improvement, we with difficulty see a 
sustained recovery in the absence of a broad based increase in domestic demand. The old 
world is not optimally positioned to become an Asian “tiger”. 
 
Central	  Banks	  are	  still	  very	  cautious	  due	  to	  a	  very	  fragile	  recovery	  
What about monetary policy? We have seen that, despite some insisting on seeing a 
marked improvement in the macro outlook, the central banks have been reluctant to pull 
the trigger on both short term and long term rates. Artificially low funding costs are still 
seen as a prerequisite for any improvement, highlighting the fragility of the recovery. 
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Housing	  recovery	  at	  risk:	  the	  US	  cannot	  live	  on	  wealth	  effect	  alone	   	  	  
Bernanke's recent comments have not indicated any fundamental change in the 
Federal Reserve’s stance, with a commencement of tapering by the end of 2013. The 
question remains what the impact shall be. We believe that the principal risk shall be 
to the US housing sector, where rising mortgage rates are expected to dampen 
enthusiasm for both mortgage refinancings and new purchases. We might also add 
that there are anecdotal reports that the flood of foreign buyers – saviours of last 
resort - is starting to ebb.	  	   	  
 
Need	  more	  and	  better	  jobs:	  The principal impact shall be on the “wealth effect”. 
To counter this we shall need to see both increased wages and additional jobs. An 
economic revival which rests on wealth effects and not on sustainable cash flow 
increases is nothing but speculative, with very little staying power.	   	  	  
	  
	  

	  	  	  	  

Expect	  little	  help	  from	  bank	  credit:	  timid	  recovery	  fueled	  by	  iron	  law	  of	  wages:	  A further factor pushing the success of the 
recovery on to economic fundamentals is the spate of announcements by leading international banks that in order to mitigate the 
impact of higher capital requirements (see Basel 3) they shall be shrinking their balance sheets and become increasingly selective in 
credit selection.  
 
We can therefore expect little help from the banking system, especially in the EU, as a prop to economic growth. The extremely timid 
revival is fueled by the iron law of wages and not by increased credit availability. Deutsche Bank may shrink its balance sheet by 20 
% and others are likely to follow suit.   
 
What	  about	  China?	  Investors have largely come to terms with the idea of a slowing in absolute. What still scares them is a collapse. 
We cannot out of hand discard the latter hypothesis with regard to an economy whose growth model is largely predicated on massive 
government spending and where official statistics are not deemed reliable.  
 
Australia is sending us a signal: We might want to take as a leading indicator increasing “rumours of war” emanating from Australia 
as to the impact of a sharp fall in Chinese commodity demand, with forecasts from the Australian central bank that the Australian 
dollar shall likely fall further.  A prospect to which few seem averse.   
 
Mexico seen as more attractive than Brazil due to minor exposure to China risk: Another interesting indicator is the growing interest 
in Mexico due to its proximity to the slowly recovering US economy and a heightened risk aversion to Brazil for its massive 
dependence on China for commodity exports.   
	  
	  
	  

	  
	  

	  
	  
Geographical	  Location:	  137 
km (85 mi) north of 
the equator, South of Malaysia 
and North West of Indonesia 

 
Income	  Level: High Income, 
non OECD 
	  
Income Tax: 0% to 20% based 
on assessment 
 
 

FOCUS OF THE MONTH: IS SINGAPORE SET TO 
BECOME THE NEW SWITZERLAND? 

According to the research firm WealthInsight Singapore is set to replace 
Switzerland as the major offshore wealth center by 2020.  

Thanks to its generous fiscal regime and 
secrecy laws, Switzerland has for long been 
ranked among the major private banking 
hubs in the world. With $2.8 trillion in asset 
under management, whereof $2.1 trillion 
come from offshore wealth, the European 
haven currently accounts for 34% of the 
$8.15 trillion in global wealth. 

 
   Nevertheless, analysts have arisen concerns             
that in the last four years Switzerland’s 
prominent role in the wealth management 
industry  could have been seriously damaged 
by offshore wealth scandals and tax 
prosecutions from the US and Europe. 
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Will	  stay	  at	  the	  short	  end	  of	  the	  curve:	  As	  for	  our	  fixed	  income	  strategy	  in	  the	  US	  market,	  we	  have	  a	  net	  bias	  towards	  the	  
short	  end	  of	  the	  curve.	  Rates	  shall	  likely	  continue	  to	  move	  higher	  across	  a	  broad	  spectrum	  of	  borrowers	  and	  maturities.	  We	  
anticipate	  substantial	  spread	  widening	  and,	  for	  the	  lower	  rated	  credits,	  increased	  difficulty	  in	  accessing	  the	  capital	  markets.	  
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Source:	  2011	  SINGAPORE	  ASSET	  MANAGEMENT	  INDUSTRY	  SURVEY	  

 
Since 2008 Western Economies have increasingly strengthened their oversight of traditional 
offshore centers like Luxemburg and Caribbean, steadily tightening their tax codes and 
persecuting tax shelters more aggressively. The over-regulation in the wake of the financial 
crisis could push Switzerland out of favor with the wealthy, who are already looking for 
quieter places to base their assets. To tighten the tensions, the Swiss parliament has recently 
rejected a government proposal that would have forced Swiss banks to cooperate with the 
US government to prosecute tax evasion from American citizens. This decision has exposed 
Swiss banks to the possibility of further pressure and penalties, together with an inevitable 
reputational damage. 
 
While the old Western-centered wealth management model seems to be under serious 
pressure, Hong Kong and Singapore are closing the gap with Switzerland and the UK.  

 
Thanks to new wealth coming from a growing class of Asian businesspeople, in 2011 
Singapore reports $550 billion in assets under management compared to $50 billion in 2000, 
thus achieving the status of fastest-growing wealth management hub in the world and set to 
become one of the major private banking centers in Asia. According to the Monetary 
Authority of Singapore, offshore assets account for more than 80% of total wealth under 
management, thus making the city-state the fourth offshore financial center for asset under 
management in the world after London ($1.8 trillion in 2011), Caribbean and Panama ($800 
million).The relatively low tax rate and solid currency, together with a cogent and 
transparent corporate registration system and a clearly delineated regulation, are indeed 
pushing a new class of Asian (and especially Chinese) millionaires and billionaires to bet on 
Singapore, set to overtake Switzerland as the biggest offshore wealth center in the world in 
the coming years.  
 
The business case for Singapore's stunning success is clear: while private wealth in the 
region Asia-Pacific ex-Japan increased by more than 10% in 2011, it decreased in North 
America and Western Europe. Singapore currently reports one of the highest percentages of 
millionaire households in the world. 
 

However, it is not only the Asian wealth that appears to be fueling 
Singapore's rise. The city state indeed represents a simple way for 
international investors to gain exposure to Asian Emerging Markets 
without the burden of dealing with country's bargains and quirks. 
Most of the assets managed in Singapore have been invested in 
Southeast Asia, especially in high-growth countries such as Malaysia, 
Indonesia, the Philippines and Thailand, which alone registered 
growth rates between 10% and 15%. As a consequence Singapore’s 
biggest banks – DBS, United Overseas Bank and Oversea-Chinese 
Banking Corp – whose strategy focused on expanding their business 
into their fast-growing near neighbor - have reported best-in-class 
average earnings growth. 

 
This, together with the fact that China accounts for more than half of offshore assets, 
suggests that Singapore’s role in the wealth management industry will gain more importance 
in the future, fueled from the ongoing rapid growth in Asian Developing Economies.  

	  
	  

	  
	  
	  
GDP per capita (nominal): 
$50,323 
 
Description:	  63 islands with a 
land area of 225 sq. miles, but 
more land is being created 
through land reclamation 
	  
Demographics: As of 2012, 
the population of Singapore is 
5.312 million people, of whom 
62% are citizens while the rest 
are permanent residents or 
foreign workers/students 
 
Languages: English, Mandarin 
Chinese, Malay and Tamil  
 
Legislature: Parliament 
 
Government: Unitary 
parliamentary constitutional 
republic with a Westminster 
system. 
 
Currency:  Singapore Dollar 
(SGD)  
 
Economy: Highly 
developed market-based 
economy, heavily dependent on 
exports and refining imported 
goods, especially in 
manufacturing; 14th largest 
exporter and the 15th largest 
importer in the world 
 
Climate:	  Tropical rainforest, 
with no distinctive seasons, 
uniform temperature and 
pressure, high humidity, and 
abundant rainfall. 
 
Independence:	  1963: 
Independence from the United 
Kingdom. 1965–1990: 
Independence from Malaysia 
and Lee Kuan Yew as Prime 
Minister 
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SINGAPORE’S ASSET UNDER MANAGEMENT 
	  
	  



	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  

	  

	  
	  

	  
	  

	  
	  

	  

	  
	  
	  
This newsletter is for informational purposes only and is not an offer to buy or sell any security. The information contained 
herein is meant to be timely and of interest but not an exhaustive analysis. This newsletter contains speculative and forward-
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however no warranty is made as to its accuracy and completeness. Opinions expressed may differ from those of this and other 
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The big picture is clear: while Switzerland is struggling to protect both its bank 
secrecy laws and reputation, Singapore is attracting ever more of the new wealth 
from Asia. According to the research firm WealthInsight, if this trend goes on the 
amount of wealth managed in the thriving Asian haven may quadruplicate by 
2016, while the offshore assets in the Swiss account may go down in the next 
three years. If this is the case, Singapore’s growing amount of asset under 
management will enable the city state to surpass Switzerland as the major offshore 
wealth center by 2020. This month the consulting group PricewaterhouseCoopers 
said that, ceteris paribus, Singapore could catch Switzerland in terms of assets 
under management even by 2015. 

 
 
Meanwhile, many global banks like BNP Paribas and Royal Bank of Scotland are increasing their presence in the city-state in 
order to gain additional exposure to Asian Markets and facilitate currency and asset transactions. BNP Wealth Management's 
branch is planning to add 200 private bankers in Asia over the next five years. For the same reasons the Swiss Central Bank has 
recently opened a new branch in Singapore, thus highlighting the city-state's role as a new base for global asset and wealth 
managers. The city-state is already a base for more than 500 institutions in the asset management industry. 
	  


