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According to the Swiss Customs Administration, in
2014, Switzerland exported CHF 2.257 billion worth
of works of art, collectors’ pieces and antigues, while
it imported CHF 1.764 billion of them. Exports grew

by 57 percent from 2000 and imports increased by

30 percent. These figures underline the importance of
Switzerland as a major art market hub. Many factors
have contributed to this achievement since the 1950s,
but political stability, liberal legislation, a favorable tax
regime and the absence of artists’ resale right (droit de
suite) should be mentioned among the most significant.
Swiss freeports and free zones have also been
developing apace and have followed the solid recovery
and expansion of the art market since 2009.

Although recent events have called their functioning
into question, their expertise in matters of logistics,
storage, and handling is renowned among major art
market players and should not directly affect their
success. The recent new provisions™ related to the
implementation of the 2012 Revised Financial Action
Task Force (FATF) Recommendations Act involves the
necessity to comply with new tax regulations and
increases the certainty related to the identification

of the ultimate beneficial owner of any financial
transaction. These developments improve the
reliability of transactions involving artworks and these
amendments should also make them more appealing
for wealth management strategies. Following the
hedge fund industry example, more transparency and
a clear legal framewaork should prove beneficial to the
art market and might encourage interest among new
investors.

Although Switzerland’s role in the art market is well-
known, its US$2.04 trillion in assets under management

(22 percent of worldwide global assets) award it the
leading position among internaticnal private wealth
management centers. The Swiss Association of Asset
Managers (SAAM) is composed of almost 1,000
members and most of them can be considered boutique
structures—=53.6 percent have less than CHF 100
million under management. The correlation between
the development of the art market and the success

of wealth management has long been established.

The number of UHNWIs settling in Switzerland largely
contributed to the exceptional percentage of high-
profile collectors based in the country, but active

on a global scale. According to Artnews, more than

5 percent of the top 200 collectors were based in
Switzerland in 2015. Even though this ranking can

be methodologically questioned, it underlines the
often-heard statement that Switzerland has the highest
concentration of collectors as a percentage of its
population. These individuals are substantial clients

of wealth management entities.

The study of art market-related services offered by
Swiss wealth managers reveals three major areas. First
of all, the sponsorship of art market-related events
(such as art fairs or gallery openings) is often part

of an overall sponsoring and engagement strategy
aimed at enhancing wealth managers' branding
through partnerships with luxury and exclusive art
market institutions. These sponsored events are

often conceived as platforms for networking, client
acquisition, and retention. Secondly, Swiss financial
institutions, banks, and insurance firms in particular,
have been very active for several decades in developing
corporate collections. UBS substantially improved its
collection when taking over PaineWebber in 2000 and
can now claim to own major contemporary artworks,

34 The background to this is that the revised FATF recommendations of 2012 asked countries to include tax crimes as predicate offenses. (http:/f
www.fatf-gafi.org/publicationsffatfrecommendations/documentsifatfstepsupthefightagainstmoneylaunderingandterroristfinancing. htmi). This
Swiss law includes qualified tax offences as predicate offences for money laundering even if “committed with respect to taxes payable outside
Switzeriand; provided that the relevant conduct constitutes an offence in the relevant country, amounts to a tax fraud from a Swiss perspective
and the evaded tax amount exceeds the equivalent of CHF 300,000." It includes both tax fraud and tax crimes. “Only qualified tax offences
committed as of lanuary 1, 2016 are considered predicate offences for money laundering”™

“The revised AMLA [Anti Maney Laundering law of Switzerland] provides for a duty of financial intermediaries to identify the beneficial owner

of a legal entity in all cases with effect as of January 1, 2016




while Credit Suisse decided to focus on works by Swiss
and Swiss-based artists. Buying national or local living
artists occurs frequently and constitutes one of the

growing. While major banks outsource these loans to
partners or prefer not to be involved, Pictet and Carlyle
have decided to join forces to address these demands.

important aspects of arts patronage. These acquisitions
do not only provide financial support to the artists, but
also to the galleries representing them.

Swiss legislation still obliges creditors to physically
keep the artwork under their responsibility or to assign
this task to a third party. As regards jurisprudence,

the federal court has already been confronted by an
art loan case and ultimately ruled in favor of the bank

Although corporate collecting and art market event
sponsoring draw many wealth managers close to

the art market, few of them offer comprehensive

“art advisory” services. This third and heterogeneous
category is defined very differently from one company
to the next. Estate planning, artwork valuation, and due
diligence processes in relationship to the acquisition,
sale, or donation of works of art are some of the usual
tasks grouped under the “art advisory” umbrella.

providing the loan. This case demonstrated some of
the potential risks related to artworks or collectibles
pledges, but on the other hand, it set some legal
standards in such transactions. Whilst the opportunities
offered by art loans and other art wealth management
services in terms of client acquisition and retention can
be interesting, the risks related to the development

of art advisory products should be addressed
professionally. The worst-case scenario involves art
loans structured without any consideration for “old and
reliable” clients, who are not even aware of the risks
they face when requesting such a loan. While art buyers
from emerging economies or newcomers from mature

Aiming to become the only and responsive partner of
a wealthy family, multi-family offices often mention
collectibles and artworks as part of the assets they
manage. However, it is quite clear that such services
are outsourced to a privileged partner. Even though
sponsorship and corporate collecting might seem to markets are definitely offering new opportunities

for Swiss wealth managers interested in art-related
solutions, some new services and tools will have to
be assessed. This process should be integrated into
the great changes undergone in recent years by Swiss
wealth management and its repositioning.

relate directly to art advisory services, several wealth
managers—mainly banks—are reluctant to officially
offer these services, as they consider them to be
incompatible with the philanthropic aims they pursue
through the building of a collection or financing of an
art market event. Nevertheless, interviews have revealed
that most major wealth managers have at least once
offered some kind of art advisory service or even an art
loan to a high-profile client or prospect.

Conclusion:
Switzerland has always been a nation of art collectors and is the host to many

of the world’s biggest art events. It also has one of the most important private
The current form of the global art market presents

new challenges and opportunities for Swiss wealth
managers. Since 2009, the top segment of the art
market has been extremely strong and numerous
auction records were surpassed one after another.
Guarantees provided by auction houses or third parties
have also fueled this market and led to risky exposure.
These high prices have also meant that considerable
liquidity has been tied up for several years in artworks
that could only face significant loss of value if offered
for sale too early. This situation creates a fertile ground

banking sectors. However, art wealth management activities in Switzerland
are mainly limited to art entertainment, corporate collections, and sponsoring.

With the changes occurring in the private banking sector in Switzerland and
elsewhere, Swiss wealth managers would be ideally positioned to expand their
art-related service offering. Services such as ari-secured lending, art & estate

planning, and art & philanthropy—to name the most viable propositions—

could be used for client acquisition and retention purposes. By taking a more
pro-active approach when it comes to art and wealth management, Swiss
wealth managers have an opportunity to differentiate themselves from their

global competitors.
for art loans specialists and the number of requests is
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