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Report on “Strategic directions for 
Switzerland’s financial market policy” 
 

Object and content of the report 

In the report “Strategic directions for Switzerland’s financial market policy”, the 
Federal Council outlines the requirements for a Swiss financial marketplace capable 
of withstanding future challenges. With the financial markets currently undergoing 
sweeping changes, it has taken this as an opportunity to clarify the objectives and 
strategic directions of its policy. Taking a medium to long-term view in the report, the 
Federal Council focuses on fundamental issues likely to have a lasting impact on the 
future of the Swiss financial marketplace and which also form the subject of much 
public discussion. In doing so, it also fulfils a task entrusted by Parliament, which had 
commissioned the Federal Council in a postulate, in the wake of the current crisis, to 
show how Switzerland could retain its strengths as a financial centre and overcome 
its weaknesses. 

The report was produced in association with the financial market supervisory 
authority FINMA and the Swiss National Bank. The research was overseen by a 
dedicated task force, which also included representatives of the main private-sector 
associations. The groundwork for the report was thus broadly based. 

Starting with the basic premise that the federal government’s job is to protect the 
interests of the Swiss economy as a whole and, in general, create a favourable 
regulatory framework for private enterprise, the report sets out the following 
objectives of financial market policy: 

1. Provide high-quality services for the economy  



Background information  

 

 
 

2. Ensure favourable framework conditions for a high value-added financial sector 
3. Ensure high system stability and functioning  
4. Preserve the integrity and reputation of the Swiss financial marketplace 

These objectives should be attained on the basis of four strategic directions:  

1. Improving the international competitiveness of the financial sector 
2. Securing and enhancing market access  
3. Strengthening the financial sector’s resistance to crises and dealing with 

systemically important financial institutions 
4. Preserving the integrity of the financial centre  

 

To implement its financial market strategy, the Federal Council set up an 
interdepartmental task force led by the FDF. The dialogue with the financial sector is 
continuing. Furthermore, the creation of a State Secretariat concentrating on the 
FDF’s work on international financial matters and financial market policy will further 
reinforce its bilateral and multilateral efforts.  

Some of the topics are explained below, i.e. the protection of privacy, market access, 
financial stability (particularly the “too big to fail” problem) and the regulatory and tax 
framework.  

 

Banking secrecy 

Importance of protecting privacy  

The broad democratic basis of our tax system has resulted in moderate taxation and 
contributed to an attractive tax climate in comparison with other countries. When it 
comes to implementing Swiss tax laws, the state’s relationship with its citizens is 
characterised more by personal responsibility and mutual trust than by excessive 
supervision. And the system works: compared internationally, Switzerland has a high 
level of taxpayer discipline, based on a self-assessment by citizens of their own 
income and assets. In return, the people expect the state to respect their right to 
privacy. The income and assets situation of individual citizens may only be made 
known to the authorities if there are concrete grounds for suspecting an illegal act.  

Measures to preserve the integrity of the financial marketplace 

The Federal Council has always maintained that it is not in Switzerland’s interest to 
attract untaxed monies from abroad. The Federal Council thus favours a strategy that 
seeks to align other countries’ interests in implementing their tax legislation with the 
long-term interests of the Swiss financial centre. Cross-border cooperation should 
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therefore be expanded within the framework of bilateral negotiations, provided that 
the following conditions are met:  

• Undeclared accounts can be legalised vis-à-vis the tax authorities of the state 
in question. 

• Switzerland obtains enhanced market entry for the provision of financial 
services. 

• Bank client confidentiality remains guaranteed (no automatic exchange of 
information). 

To this end, the Federal Council is willing to examine various measures, such as, and 
in particular, the introduction of a final withholding tax in relations with important 
neighbouring countries and other measures to promote fiscal honesty among bank 
clients and thus help to mitigate the associated legal risks.  

A final withholding tax on cross-border investment income would be introduced within 
the framework of bilateral agreements. The final nature of this tax would mean that, 
once it is levied and forwarded via the FTA, foreign bank clients would have fulfilled 
their tax obligations to the relevant tax authorities abroad. Such a system would have 
to be based on the principle of the paying agent. This system would continue to 
protect the privacy of Swiss banks’ foreign clients. In levying such a tax, Switzerland 
would go considerably beyond any other international financial centre.  

In this connection, Switzerland negotiated new double taxation agreements (DTAs) 
with numerous states in 2009 on the basis of Art. 26 of the OECD Model Tax 
Convention. Twelve new DTAs have already been signed. Of these, the Federal 
Council has submitted five with a dispatch to parliament for further processing. To 
date (as of 16 December 2009), five other newly negotiated DTAs have been 
initialled. 

(Additional information: 6.5. Preserving the integrity of the financial centre) 

 

Market access  

Disadvantages from market entry barriers 

Switzerland has a reputation as an international and open financial centre. Foreign 
financial market players are traditionally given free access to many areas of the 
Swiss financial centre. 

Likewise, as a small and open economy with a financial industry based on the export 
of services, Switzerland also relies on the existence of open markets. This applies 
not just to asset management, but also a range of other financial services, such as 
insurance. 
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Unfortunately, some countries started restricting access for cross-border services 
even before the most recent financial and economic crisis. There are indications that 
the crisis has reinforced this trend, as the scope for tax policy in many economies 
has been substantially curtailed by state intervention, some of which has been quite 
drastic.  

This has clearly exacerbated the situation facing Swiss financial services providers. 
For instance, Swiss banks operating in asset management are finding it increasingly 
difficult to offer services abroad from Switzerland. The future earnings potential in this 
business depends largely on how such friction with other markets can be resolved.  

Apart from that, insurance companies, asset managers and funds providers also face 
increasing market entry problems. The latest example from the funds sector is the 
draft proposed by the European Commission this year for an EU directive on 
alternative investment fund managers (AIFM), which places asset managers from 
non-member countries at a disadvantage with respect to today. Another example is 
the guidelines published by the German Federal Financial Supervisory Authority 
(BaFin), which severely curtails the provision of cross-border financial services from 
non-EEA members to Germany. Swiss banks can only furnish cross-border financial 
services via a subsidiary, a branch in Germany or by way of another bank based in 
Germany. 

The current market access barriers result in economic disadvantages. If Swiss 
financial intermediaries can only expand their business through subsidiaries within 
the EU, Switzerland loses out on jobs, value creation and tax revenues. It also makes 
it difficult to be more cost-effective in providing financial services. Financial 
intermediaries incur substantial extra costs when they have to use subsidiaries. Even 
the foreign branches of Swiss institutions are affected by this and are restricted in 
their selling of financial products developed in Switzerland. 

Measures for lasting improvements to market access 

For these reasons, efforts must be stepped up to secure and enhance Swiss financial 
intermediaries’ market access, and with lasting effect. Switzerland is thus looking into 
various measures that could be used alternatively or in combination with each other: 

• Deregulation agreements offer Switzerland a means of overcoming specific 
barriers to market entry, preventing protectionist trends and safeguarding 
existing market entry in accordance with international law. The emphasis is 
on WTO talks under the General Agreement on Trade in Services (GATS), 
the OECD and the signing of free-trade agreements with selected partner 
countries. Depending on the negotiating partner, it should also be examined 
whether market access for Swiss financial intermediaries could be enhanced 
in specific cases through the recognition of equivalence of supervision. Even 
today, the regulatory framework for financial services is already largely 
regulated at EU level, so a purely bilateral solution with individual EU 
member states is not a sustainable option for Switzerland. 
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• Voluntary alignment of Switzerland’s rules with those of the EU may 

remove obstacles for certain sectors. Such unilateral alignment would only 
make sense, however, if recognised by the EU.  
 

• Recognition of equivalence: Swiss supervision and regulation must be 
recognised abroad as being equivalent. To this end, FINMA needs to step up 
its dialogue within international bodies, with the main supervisory authorities 
and within individual EU bodies (e.g. CEIOPS).  
 

• Services agreements with the EU: Another option is to conclude a service 
agreement with the EU. In March 2003 Switzerland and the EU decided by 
mutual agreement to suspend talks in this respect. However, the arguments 
for and against such a general services agreement should be examined once 
again in the light of current developments. A study will also be carried out to 
look at whether a services agreement on financial services alone could be 
sought with the EU. 

 
(Additional information: 6.3. Securing and enhancing market entry) 

 

Too big to fail 
Stability risk of systemically important financial institutions  
Systemically important financial institutions can pose a risk to stability. Safe in the 
knowledge that the state will come to their aid in times of need, they may be tempted 
to take excessive risks. Although the Swiss financial centre consists of a large 
number of institutions, it does have a high degree of concentration in the banking 
sector. The market share of the two big banks UBS and Credit Suisse comes to over 
30% of domestic deposits and over 30% of domestic loans. In addition, these two big 
banks account for almost two-thirds of all inter-bank liabilities. The total assets of 
both banks amount to around six times the country’s GDP. Switzerland’s big banks 
are also characterised by a high interconnection with other financial institutions, and 
even with large parts of the overall economy.  

If a systemically important financial institution were to fail, consumers and firms would 
be unable to effect their current expenses and investments, with their accounts 
blocked and credit lines halted. Whereas, for consumers, this should be largely offset 
by depositor protection, corporate clients would find their liquidity supply at risk of 
running out, at least temporarily. Meanwhile, the other banks, via the inter-bank 
market, would have to incur substantial losses through their claims on the bankrupt 
institution. The financial crisis has shown that states feel obliged to intervene when 
such systemically important financial institutions founder. This can result in huge 
costs being borne by the taxpayer.  

Measures to enhance system stability 
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• Capital and liquidity requirements: FINMA ordered a tightening of 
requirements for the two big banks already in autumn 2008. The risk-weighted 
requirements they have to meet in good times are now 100 percent higher; 
meanwhile, the SFBC introduced a leverage ratio for the big banks of at least 
3 percent at group level and 4 percent with respect to the individual institution 
or parent company. In good times, the leverage ratio expected by the 
supervisory bodies is 5 percent both at a consolidated level and with respect 
to individual institutions. The Basel II Framework Agreement envisages 
disproportionately higher requirements for institutions of systemic importance. 
Liquidity requirements also need to be stepped up to improve the banks’ 
resistance. The new rule will be introduced in several stages over a number of 
years, so as not to hinder the granting of loans.  

• Measures against systemically important financial institutions taking 
unacceptable risks: Saving a large institution is a very costly exercise. Based 
on the motion “Preventing unacceptable risks for the Swiss economy” from the 
Swiss People’s Party, the Federal Council has put together an expert 
committee, headed by the Director of the Federal Finance Administration. The 
purpose of this committee is to identify possible ways of preventing large 
companies taking excessive risks and to formulate preventative measures 
such as early-warning systems and prudential regulation. It should also 
examine measures that allow for an internationally regulated liquidation of 
systemically important large corporations in the banking sector, e.g. with 
guidelines on organisational structure or a global bankruptcy procedure for 
banks. The study should present the economic costs of tighter regulation. The 
report is expected to be ready in autumn 2010.   

• Depositor protection: In December 2008, Parliament adopted a series of 
temporary measures to improve bank depositor protection, applicable only 
until the end of 2010. The main measures were an increase in the minimum 
protected savings from CHF 30,000 to CHF 100,000, an increase in the upper 
limit for the depositor protection system from CHF 4 billion to CHF 6 billion, the 
separate privileging of pillar 2 and pillar 3A assets, and the collateralisation of 
privileged deposits with 125 per cent assets in Switzerland. The system will 
now be enacted in a permanent law. The bank depositor protection bill, which 
is in the consultation phase, provides for two levels of security. The first level 
is a fund that is financed by the banks with contributions and the pledging of 
securities. If the fund is depleted, the second level comes into play: a federal 
guarantee or a federal advance settled by premiums by the banks.  

(Additional information: 6.4. Strengthening the financial sector’s resistance to crisis 
and dealing with systemically important financial institutions) 

 

Regulatory and fiscal framework: 
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Ensuring competitive regulation 

Effective and efficient financial market regulation and supervision form an important 
competitive advantage. Formulating legislative framework conditions that allow for 
competitiveness is, however, something of a balancing act, resulting from various 
trade-offs and the pursuit of equilibrium between different interests.  

For the functioning of an efficient financial system, the market forces have to be 
allowed to develop. Meanwhile, the regulation focuses on rules to protect creditors, 
investors and insured persons.  

High-quality regulation is simple, clear and comprehensive. This creates confidence 
among market participants and reduces the financial institutions’ implementation 
costs. In the insurance sector, there should be, for instance, harmonisation with 
respect to the different solvency systems. The regulation should also be made more 
effective and closer to the market through improved coordination between the 
individual federal authorities and with the private sector. 

High-quality regulation must continue to be aligned with international best-practice 
standards in order to obtain the required acceptance abroad. Nonetheless, 
international regulatory developments should not be simply adopted without a 
detailed study. As the specific characteristics of the Swiss financial centre need to be 
taken into account, Switzerland retains the right to examine and utilise the 
opportunities and possibilities of deliberate differentiation in its regulation. It also has 
a degree of flexibility in the implementation of international standards. 

With intensified involvement in the main international standards bodies, Switzerland 
can have a say in the formulation of international standards. It thus also takes this 
opportunity to obtain international acceptance of Swiss standards in key areas. 

The predictability of the legislative and institutional framework conditions is a 
traditional strength of Switzerland and an important basis for the long-term success 
of its financial marketplace. This level of predictability has suffered somewhat from 
the turbulence generated by the financial crisis. In the heavily regulated financial 
sector, however, legal certainty and planning instil confidence in depositors, insured 
persons and investors. This must be taken into account consistently in the future.  

Maintaining an attractive tax climate 

Apart from favourable fiscal conditions for legal entities and natural persons, 
Switzerland also has a broad-based tax system allowing for maximum predictability 
and planning. These advantages should be maintained in order to attract mobile 
factors of production like capital and a highly qualified workforce. Switzerland’s tax 
policy should not be sector-specific, however, but should be geared to the entire 
economy. Taxes that are particularly detrimental to the economy should be avoided 
wherever possible.  
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The current tax policy reform agenda is guided by the following objectives:  

• The dismantling of fiscal distortions, particularly in corporate taxation, should have 
positive repercussions on growth and employment. 

• Tax reforms should make Switzerland a more attractive business location. 
• Taxation should be simple and fair. 
• Reforms should be sustained by tax policy.  
 
 

Continuation of ongoing fiscal reform projects 

• Corporate Tax Reform III (CTR III): In December 2008, the Federal Council 
commissioned the FDF to draw up a consultation draft for another corporate 
tax reform package (CTR III). This reform focuses on the abolition of the issue 
stamp duty on equity capital, the elimination of tax barriers to group-level 
financing and the improvement of the system of participation relief. The 
regulation on international and inter-cantonal allocation of taxes will 
subsequently be adapted. The consultation phase on CTR III is expected to 
open in the first half of 2010. 

• Adapting to the new stock-exchange circumstances: On 23 June 2009 the 
Committee for Economic Affairs and Taxes of the National Council (WAK-N) 
approved a parliamentary initiative to repeal three articles in the Stamp Duties 
Act. This will exempt foreign members of the Swiss Exchange from having to 
pay any stamp duty. The resulting loss in income should be more than 
compensated for by additional income in direct taxation, as the former profits 
of SWX Europe in London will in future be taxed in Switzerland.  

Outlook for future tax reforms 

The tax framework must be optimised for the long term so as to minimise or remove 
market-distorting effects. There is no dispute that both withholding tax and stamp 
duties have an adverse effect on certain areas of the financial sector. The main 
agenda for Switzerland, therefore, is to examine the withholding tax system in detail 
and to seek tax-equivalent alternatives to stamp duties. The abolition of taxes, 
however, automatically raises the core question of alternative financing of such tax 
relief. This is all the more important in light of the substantial shortfall in tax revenues 
expected in the near future as a result of the financial crisis. 

• Withholding tax: Withholding tax works very well in various areas. It acts as a 
hindrance, however, for the Swiss capital market with respect to interest on 
bonds, and as a business location. Moreover, given that this tax can be legally 
avoided with the right structures abroad, it is not productive for the state. 
Studies are therefore needed to examine, among other things, whether tax 
adjustments could help to return the bonds business to Switzerland. In 
addition to individual, occasional adjustments, the abolition of withholding tax 
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and its replacement by a paying agent tax is being assessed. This also raises 
the question as to whether such a tax should be final in nature (on the subject 
of the final withholding tax, see the information above on “Banking secrecy – 
Importance of protecting confidentiality”). 

• Stamp duties: Stamp duties have been shown to place banks and insurance 
companies at a competitive disadvantage. The abolition of these would 
improve competitiveness with respect to other countries. Against this 
backdrop, the possibilities of financing a gradual phasing-out of stamp duties 
over an extended time period should be examined. However, stamp duties 
form part of the prevailing Swiss tax system, which entails a number of 
characteristics specific to the Swiss financial marketplace as well as some 
important elements in promoting the financial centre (e.g. protection of 
confidentiality, privileged taxation of certain financial products). There would 
be a direct need for action with respect to the adjustment or phasing-out of 
stamp duties if important elements of the prevailing tax advantages for the 
financial centre were to lapse. Whether, when and to what extent stamp duties 
are to be abolished thus depends largely on the developments with respect to 
market entry and other international developments.  

(Additional information: 6.2.2. Regulatory framework; 6.2.3 Tax conditions) 

 

Enquiries: Peter Siegenthaler, Director of the Federal Finance Administration, tel. 
031 322 60 05 

 

 


