-

Tax Information EXChahge ad EU Savings
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1 the impact of TIE, ESD



Confidentiality

Exchange of information on demand
» Current OECD and G20 standard
» Limited impact on confidentiality
Automatic exchange of information
» Revised ESD; reverse discrimination in the EU
» Alternatives
Other attacks on confidentiality

» AML, securities regulations, QI/FATCA, data theft




Performance, cost

Withholding tax
» Moving from 20% to 35% on 1 July 2011

Scope

» Revised ESD

Cost of compliance

» TIE, ESD, Other




2 client options



Client options

Do nothing

Give the money away

Move the account

Maybe an option, but...

...next generation?

Spend the money

Donate the money

Tax heaven (colored lists)

Asia (Singapore, HK)



Client options

Regularise

Structure the assets

Relocate to Luxembourg

Amnesty scheme
Other

Interesting Luxembourg
vehicles

Attractive for larger portfolios

Luxembourg residency

Obstacles in home country
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3 the bigger picture



A challenging environment

Image issue

Pressure on revenues to remain,
with costs remaining high

Need to rethink the client mix

Regulation

<

Internal and external

Inability to market

Economic uncertainties, low
Interest iIncome

IT and staff spent difficult to
control

Model still based on EU,
mass affluent clients

Including tax pressures

Unlikely to decrease
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Over dependence on “Affluent” clients (1)

Assets: 27% < € 1 mio

7.100,000 - 250,000 €

¥ 250,001 - 500,000 €

¥ 500,001 - 1,000,000 €

¥ 1,000,001 - 5,000,000 €
¥ 5,000,001 - 15,000,000 €

¥ > 15,000,000 €




Over dependence on “Affluent” clients (2)

Number of clients: 89% < € 1 mio

100,000 - 250,000 €
W 250,001 - 500,000 €
¥ 500,001 - 1,000,000 €
¥ 1,000,001 - 5,000,000 €
¥ 5,000,001 - 15,000,000 €

¥ >15,000,000 €




Regulation

Revised Savings Directive — Towards
o come gytomatic exchange of information?

BASEL I FATCA
2009 G20 - Exchange of information in tax
matters
2008 BASEL Il

2007  MIFID — Investor Protection

2005  European Savings Directive
1989 AML Rules

Since '70s Financial Centre and Private Banking Develop



4 the future



The traditional Luxembourg PB model —
bullt on confidentiality

Politica|/
Stability

18



The new Luxembourg PB model — bullt on
EU passport, performance, product mix
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Nearby markets are important...

Assets

B Luxembourg
M Belgium, France & Germany
7 Other European countries

M Other countries (non
European)
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...and will remain so. But need to diversity

Total wealth in USD trillions Total wealth in USD trillions

Singapore 30.88

United States $38.60 United States 871
$10.00 Japan 319.02
3 Iltaly L |
Linited

L

Japan
Germany 31094 Singapore

$5.69 R United $10.58

Kingdom Kingdom
Germany $5.14 ltaly $9.48
“ France =462 France 8.1
Canada $3.35

Hong Kong 5248 Canada 86.77
Switzerland 224 Hong Kong 8570

Spain 3217 10 Switzerland 24.33
Netherands 3175 Australia $3.64

Spain §342

BEEN -ustraiia $1.49 Netheriands $3.14

Source: Deloitte analysis and Oxford Economics [ ] om ] Em

Source: Deloitte Development LLC, 2011
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Need for clear, Unique Selling Proposition...

EU Markets Non-EU
Markets

Strong asset Strong asset
management management
capabilities capabilities
\Wealth Wealth
planning planning
toolbox toolbox

EU Passport

Luxembourg asset and wealth management offering
complementary to offering in target country
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...centred around the 3 pillars of
Luxembourg Wealth Planning

_ Execution Only, Advisory
Multicurrency Services

Bank Accounts
Discretionary Asset

Management
Transfers/Payments Funds, Fund of Funds,
Structured Products
All Major Markets and
E-Banking Currencies

Structured Products
Loans and Guarantees

Open Architecture

BANKING SERVICES INVESTMENT SERVICES

Investment/Real
Estate Vehicles

Dedicated Funds
(SIF)

Life Insurance
Wrappers

Venture Capital
vehicles

Philantropy

Residency

TAX AND ESTATE
PLANNING

exist In most countries

unique to Lux
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Enhanced segmentation

» AUM - shift from affluent to

. o HNWI/UHNWI
Classical criteria

» Geography
» Lifestyle
New criteria » Age, Gender

» Occupation

» Tax and inheritance
planning
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Focusing on upper segments

Strategy

Commercial
Approach

Key Offering
Characteristics

Focus on semi-
industrialized
processes

Standardized
approach

> Asset
Management with
extensive use of
funds

» Product
solutions

Focus on assets
under
management

Customized
relationship-
driven approach

» Tax and
estate planning
» Asset
allocation

» Tailored asset
management

Focus on high-
end wealth
solutions

Tailor-made
solutions

» Wealth
management
» Access to
capital markets
» Alternative
offerings
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Upskilling staff

Assessment of competencies

Train or replace

Recruitment

=2 .
e ——

Bank tools or external
IFBL

Will / Skill

Revised needs: e.q.
taxation

Group internal

External



Review of cross border operation

Need to review cross border
marketing procedures

Non tax issues

Tax compliance

Client reporting

<

<

Internal resources

External resources

Cross border banking
regulations, securities
regulations (products)

Legacy issues
New business
Ensure regular reporting

Tax reporting
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The private banking landscape:

consolidation

Mergers and acquisitions

Portfolio / business sales

Repositioning within larger

groups

£ WGZ BANK

Luxembourg S.A,

==
£ DZ PRIVATBANK

T

HSH NORDBANK

BAaNQUE
DE LUXEMBOURG

» Reducing multiple presences
of the same group

» Amongst competitor banks

» Development or exit

ICBC (52 HET AR rauss
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http://www.abbl.lu/news-publications/news-archive/member-news/fusion-zwischen-wgz-bank-luxembourg-dz-privatbank-beschlossen

Any questions?
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