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FOREWORD
As the worldwide professional association for practitioners in the fields of trusts
and estates, executorship, administration and related issues, STEP has a significant
body of members who are practitioners based in the so-called offshore jurisdictions
across the world.
The offshore world plays a key role in the international financial system. At a time when families are more
globally mobile than ever, offshore jurisdictions offer families centralised, safe, flexible and international access
to their assets and funds, no matter where they live and no matter to which country they move in the future.
Most offshore financial centres are well regulated, transparent and cooperative, having signed up to
various initiatives including the OECD’s Common Reporting Standard – which calls on jurisdictions to
obtain information from their financial institutions and automatically exchange that information with other
jurisdictions on an annual basis.
Internationally, STEP is committed to doing what we can to support members in adopting and implementing
these initiatives, and we are proud to be actively involved in helping raise standards in the offshore world,
particularly in those jurisdictions where there have to date been few, if any, equivalent professional bodies.
The offshore world is currently under intense scrutiny, and practitioners and businesses in these jurisdictions
are facing a number of challenges. We were therefore pleased to work with First Names Group in developing
this research to better understand these challenges and their impact, and to assess opportunities for
the future.

GEORGE HODGSON
STEP Interim Chief Executive
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EXECUTIVE SUMMARY
Recent years have seen huge changes in the offshore world. The period
since 2008 has been marked by unprecedented activity aimed at improving
transparency, both in relation to tax and more recently in relation to beneficial
ownership information.
The period has also seen increasing public and media scrutiny of offshore, with the Mossack Fonseca affair
in April 2016 leading to a fresh wave of criticism of those using offshore financial centres, even when they
are doing so for wholly legitimate purposes.
This has all led to a huge increase in compliance requirements; increasingly complex, and often hostile,
tax legislation; and a growing aversion to risk with many financial institutions withdrawing both from
jurisdictions they see as high risk from a regulatory perspective and from businesses where they perceive
that the risk profile is unattractive.
How is all this impacting on offshore businesses and their clients? Is the offshore reality the same as the
onshore perception?

KEY FINDINGS
COMPLIANCE IS HAVING A HUGE IMPACT
• Overwhelming agreement (94%) across the offshore1 respondents that compliance is a burden
– with only 6% of respondents feeling that it has not had much impact. Additionally, 70% of onshore
respondents perceive compliance to be a greater burden for offshore than onshore.
• 70% of offshore businesses are increasing compliance training.
• Compliance is impacting on clients:
• 58% of offshore respondents say they are turning away business as a result of client concerns
• 63% of offshore respondents say reporting obligations are deterring clients
• 85% of offshore respondents say it is impacting on charges to clients, with 51% of onshore respondents
saying they have seen clients moving onshore as a result of compliance costs raising charges offshore
(over 70% in Africa/Arabia, Asia, US and LatAm)
• 81% of offshore respondents say compliance is impacting on the types of clients they serve, with,
for example, low value clients being squeezed out by higher costs
• Across the board respondents see clients reviewing their structures in light of new requirements,
cost and reputational concerns, and many respondents see clients relocating or considering relocating
either to protect confidentiality or save cost.

1
Recognising that ‘offshore’ is perhaps not so easily defined, for the purposes of this survey we defined ‘offshore’ as any
jurisdiction where the bulk of business is for clients that aren’t tax resident in that jurisdiction.
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PUBLIC OPINION MATTERS – BUT MORE ONSHORE
• There is a marked difference between onshore and offshore regarding the perception of the impact of the
Panama Papers on offshore business, with 85% of onshore respondents feeling it would adversely affect
offshore business against 44% of offshore respondents.
• 65% of onshore respondents (82% in Canada and 86% in Europe) say that clients are proving reluctant
to hold structures offshore, as opposed to 50% of offshore respondents.
• Across the board there is agreement that clients’ priorities have changed, with 71% of both offshore and
onshore respondents noticing a shift to protecting reputation rather than minimising tax – in particular
in Switzerland/Liechtenstein (86%) and LatAm (92%).
• ‘Reputation (with the public)’ was considered one of the most important qualities for offshore jurisdictions
going forward by both onshore and offshore respondents – second only to ‘Ease of doing business’.
• Banks’ de-risking strategies are having a big impact on offshore – with 78% of offshore respondents saying
they are affecting business, and a greater percentage (89%) of onshore respondents perceiving this to
have an effect.

MARKET CONSOLIDATION WILL ACCELERATE,
BUT PRIVATE EQUITY IS CONTROVERSIAL
• 93% of offshore and 89% of onshore respondents see the pace of market consolidation accelerating over
the next five years.
• Just over half of respondents felt PE involvement was positive for the industry (a much higher 73% in
Caribbean, and a lower 46% in Asia and 41% in UK) – although it is apparent in many of the open answers
that many respondents feel that clients are reacting against PE firms, instead choosing independent firms
with bespoke offerings and continuity of client service.
• 76% of offshore respondents felt restructuring would affect employment in their jurisdiction.

POSITIVITY PERSISTS – WITH ASIA AND
‘FAMILY ADVICE’ SEEN AS TOP GROWTH AREAS
• Despite the challenges, 81% of respondents feel at least moderately positive about the future prospects
of their jurisdiction, and 77% about the future of their business sector.
• Asia is particularly well positioned – with 90% of respondents feeling positive about their business sector
and their jurisdiction, and coming out top in terms of where respondents see future opportunities for
client growth.
• Family office/structuring/governance – broadly the role of the ‘Trusted Advisor’ – is widely seen as the
main growth area in future (66% onshore and 77% offshore), with compliance (47/50) and tax advice
(60/42) also seen as important.
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BACKGROUND AND PROJECT DESCRIPTION
In 2009, STEP undertook a research survey called ‘Offshore Evolution’ looking at challenges, opportunities and
general outlook for offshore over the next five years. Seven years on, not only has most of what was predicted
come to fruition, but in some areas changes have been a lot faster and a lot more pervasive than anyone could
have imagined.
STEP, in association with First Names Group, therefore developed a new survey with the aim of building a
picture of the challenges currently faced by offshore practitioners and businesses, and where there may be
future opportunities for growth.
Recognising that ‘offshore’ is perhaps not so easily defined, for the purposes of this survey we defined
‘offshore’ as any jurisdiction where the bulk of business is for clients that aren’t tax resident in that jurisdiction.
With the above in mind, we developed two surveys: ‘Offshore Perceptions’ (for offshore practitioners) and
‘Onshore Perceptions of Offshore’ (for onshore practitioners). This enabled us to get a more rounded view
of how offshore business is perceived, both by those working in offshore jurisdictions, and those working in
onshore jurisdictions.
The survey was sent out on 30 May 2016 and closed 30 June 2016, with STEP members asked to complete the
survey most applicable to them.
Overall we received 1,041 responses to the survey: 538 offshore and 503 onshore. The regional and
professional breakdown of these respondents is shown on the following pages.
The surveys were broken down into broad sections:
• Regulation/compliance
• Public perception/reputation
• Industry restructuring/market changes
• Opportunities and outlook
The majority of questions featured a five-point scale to ascertain the extent of agreement or disagreement
with a question. In some instances, respondents were asked to expand on their answers with free text, and
in other instances they were asked to rank or prioritise a list of answers. The findings are covered in detail over
the following pages.
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RESPONDENTS
Overall we received 1,041 responses to the survey: 538 offshore and 503 onshore.
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DETAILED FINDINGS
THE BURDEN OF COMPLIANCE
OFFSHORE: To what extent is compliance becoming a burden?

ONSHORE: To what extent do you perceive compliance
to be a greater burden for offshore than onshore?

To a great extent

36

To a great extent

18

To a large extent

41

To a large extent

28

To a moderate extent

17

To a moderate extent

24

To a small extent

3

To a small extent

11

Not at all

3

Not at all

19

The response to this question shows that there is overwhelming agreement across the board that
compliance is becoming a burden. Breaking the results down by region, this is most strongly felt in
Switzerland, where 89% answered to a ‘great’ or ‘large’ extent.
There is a strong perception among onshore practitioners that compliance is a greater burden for
offshore – with 70% stating that this was the case at least to a moderate extent.

COMPLIANCE OBLIGATIONS
OFFSHORE: To what extent are you satisfied that you understand
what your compliance obligations are?

OFFSHORE: To what extent do you feel your organisation
/jurisdiction is able to satisfy compliance obligations?

To a great extent

37

To a great extent

36

To a large extent

47

To a large extent

46

To a moderate extent

15

To a moderate extent

17

To a small extent

1

To a small extent

1

Not at all

0

Not at all

0

The response to these questions was strong across the board with 99% feeling confident that they
understand, and that their company and jurisdiction can satisfy, their compliance obligations.
Confidence was highest in the Crown Dependencies, with the largest proportion of respondents opting
for ‘to a great or large extent’, particularly for the latter question.
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INVESTING IN COMPLIANCE TRAINING AND TECHNOLOGY
OFFSHORE: To what extent are you/your business increasing
compliance training?

OFFSHORE: To what extent are you/your business investing
in technology to meet compliance requirements?

To a great extent

23

To a great extent

15

To a large extent

39

To a large extent

33

To a moderate extent

27

To a moderate extent

35

To a small extent

10

To a small extent

12

Not at all

1

Not at all

5

The clear picture here is that a large proportion of businesses across the world are investing in
training and technology to help them meet compliance requirements. The overall results here
were reflected equally across all regions.

THE IMPACT OF COMPLIANCE ON CLIENTS
OFFSHORE: To what extent are reporting obligations
deterring clients?

OFFSHORE: To what extent is additional compliance impacting
on charges to clients?

To a great extent

10

To a great extent

15

To a large extent

17

To a large extent

29

To a moderate extent

36

To a moderate extent

42

To a small extent

28

To a small extent

11

Not at all

9

Not at all

3

ONSHORE: To what extent have you seen clients move onshore as a result of increasing compliance costs raising charges offshore?
To a great extent

4

To a large extent

12

To a moderate extent

34

To a small extent

31

Not at all

19

Collectively the responses to these questions indicate that compliance is having a big
impact on clients. When asked to elaborate on whether compliance obligations are
causing clients to take additional actions, offshore respondents widely reported clients
both restructuring or reviewing structures, and relocating, in many cases onshore.
This tallies with a number of onshore practitioners responses – where
a significant number are seeing clients moving onshore as a result
of increased compliance costs offshore. Looking at the results regionally,
this is far more apparent in Africa/Arabia, Asia, US and LatAm.
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TYPES OF CLIENTS
OFFSHORE: To what extent will regulation/compliance impact on the types of clients you serve?
To a great extent

17

To a large extent

29

To a moderate extent

35

To a small extent

12

Not at all

7

IN WHAT WAY?
Low-value no longer worthwhile

Aversion to risk

Non-compliant? No go

• “Clients with smaller or medium size
structures are no longer willing to pay
the price of holding a structure”

• “Far less risk appetite”

• “The world is becoming fully
compliant, same for our clients.
Therefore for some of the clients who
do not want to play the right game,
we will exit them, there is no more
grey zone allowed in our industry”

• “There will be no smaller clients”
• “Less low-value work: only the bigger
clients will stay and be able to absorb
the fees”
• “Small structures will no longer be
commercially viable”
• “Compliance is a given for all clients
we serve. The only issue is cost:
it may be that the additional costs will
deter some fee sensitive clients from
having/maintaining structures”

• “Non US, lower risk”
• “The increasingly complex regulatory
requirements across jurisdictions
has meant that our company has
elected to focus our offering on a
smaller number of core countries.
We will no longer be offering our
services to many of the countries
previously covered”

• “Clients currently undergo rigorous
vetting which determines the type
of clients my organization will
or will not onboard”
• “If clients are not able to prove that
they are tax compliant, they are
being turned away”

• “Certain clients will be deterred from
hiring offshore services due to cost”
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PUBLIC PERCEPTION: THE IMPACT OF THE PANAMA PAPERS
OFFSHORE: To what extent do you think that the Panama Papers
will adversely affect your business?

ONSHORE: To what extent do you think that the Panama Papers
will adversely affect offshore business?

To a great extent

5

To a great extent

13

To a large extent

7

To a large extent

35

To a moderate extent

32

To a moderate extent

37

To a small extent

37

To a small extent

12

Not at all

19

Not at all

3

The response to this question shows a marked difference between offshore and onshore perception,
with twice the percentage of onshore respondents than offshore respondents feeling that the
Panama Papers would adversely impact offshore business.

OFFSHORE STRUCTURES
OFFSHORE: To what extent are clients proving reluctant to hold
structures offshore?

ONSHORE: To what extent are clients proving reluctant
to hold structures offshore?

To a great extent

2

To a great extent

5

To a large extent

13

To a large extent

25

To a moderate extent

35

To a moderate extent

36

To a small extent

35

To a small extent

26

Not at all

15

Not at all

8

Onshore respondents are seeing a greater reluctance from their clients with regards
to offshore structures than offshore respondents (breaking this down regionally,
this is most apparent in Canada and Europe).
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PUBLIC PERCEPTION: CLIENTS’ PRIORITIES
OFFSHORE: To what extent have clients’ priorities changed to
protecting reputation over minimising tax burden?

ONSHORE: To what extent have clients’ priorities changed to
protecting reputation over minimising tax burden?

To a great extent

5

To a great extent

6

To a large extent

25

To a large extent

30

To a moderate extent

41

To a moderate extent

35

To a small extent

21

To a small extent

17

Not at all

8

Not at all

12

Across the board there is agreement that clients’ priorities have changed,
with 71% seeing at least a moderate move to protecting their reputation over
minimising their tax burden. Looking at the results by region this is particularly
the case offshore in Switzerland (86%) and onshore in LatAm (92%).

SIMPLER STRUCTURES?
OFFSHORE: To what extent do you think structures will become
simpler as a result of increasing transparency?

ONSHORE: To what extent do you think structures will become
simpler as a result of increasing transparency?

To a great extent

6

To a great extent

7

To a large extent

28

To a large extent

26

To a moderate extent

28

To a moderate extent

25

To a small extent

20

To a small extent

21

Not at all

18

Not at all

21

The results here show that while there is some feeling that structures will become
simpler as a result of transparency, this is not the case across the board.
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THE IMPACT OF DE-RISKING
OFFSHORE: To what extent are the de-risking strategies of large
banks affecting your business?

ONSHORE: To what extent are the de-risking strategies of large
banks affecting offshore business?

To a great extent

21

To a great extent

19

To a large extent

29

To a large extent

41

To a moderate extent

28

To a moderate extent

29

To a small extent

15

To a small extent

9

Not at all

7

Not at all

2

De-risking by large banks is having a big impact offshore, with 78% of offshore
respondents and 89% of onshore respondents perceiving this to be having an effect.

MARKET CONSOLIDATION
OFFSHORE: To what extent do you see the pace of market
consolidation accelerating over the next five years?

ONSHORE: To what extent do you see the pace of market
consolidation accelerating over the next five years?

To a great extent

14

To a great extent

9

To a large extent

44

To a large extent

35

To a moderate extent

36

To a moderate extent

45

To a small extent

5

To a small extent

8

Not at all

1

Not at all

3

Across the board respondents see the pace of market consolidation accelerating over the
next five years – with Swiss and Asian respondents responding most strongly to this.
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OFFSHORE: To what extent has industry consolidation created
room for new, smaller and more nimble players?

ONSHORE: To what extent has industry consolidation created
room for new, smaller and more nimble players?

To a great extent

7

To a great extent

4

To a large extent

19

To a large extent

15

To a moderate extent

31

To a moderate extent

30

To a small extent

28

To a small extent

31

Not at all

15

Not at all

20

There is no strong feeling that industry consolidation is creating room for smaller players
– with respondents roughly divided on this across the board, with stronger support for
this in the Caribbean, LatAm and Switzerland than elsewhere.

OFFSHORE: To what extent will industry restructuring affect
employment in your jurisdiction?

ONSHORE: To what extent has industry restructuring positively
affected employment/recruitment market in your area?

To a great extent

10

To a great extent

2

To a large extent

26

To a large extent

5

To a moderate extent

39

To a moderate extent

16

To a small extent

19

To a small extent

14

Not at all

6

Not at all

63

The results from the offshore respondents show that market restructuring
is having an impact on employment, particularly in Switzerland, but this
does not seem to be affecting the recruitment markets onshore.
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PRIVATE EQUITY POSITIVE OR NEGATIVE?
OFFSHORE: To what extent do you see the increasing involvement
of private equity players as positive for the offshore industry?

ONSHORE: To what extent do you see the increasing involvement
of private equity players as positive for the offshore industry?

To a great extent

1

To a great extent

3

To a large extent

12

To a large extent

13

To a moderate extent

45

To a moderate extent

37

To a small extent

22

To a small extent

23

Not at all

20

Not at all

24

Just over half of respondents felt PE involvement was positive for the industry (a much higher
73% in Caribbean, and a lower 46% in Asia and 41% in UK) – although it is apparent from many
of the open answers that many feel that clients are reacting against PE firms, instead choosing
independent firms with bespoke offerings and continuity of client service.

POSITIVITY
OFFSHORE: To what extent do you feel positive about
the future prospects of your jurisdiction?

OFFSHORE: To what extent do you feel positive about
the future prospects of your business sector?

To a great extent

6

To a great extent

6

To a large extent

33

To a large extent

31

To a moderate extent

42

To a moderate extent

40

To a small extent

13

To a small extent

17

Not at all

6

Not at all

6

The responses to these questions, which were only asked to offshore respondents, were
broadly positive across the board with 81% of respondents feeling at least moderately
positive about their jurisdiction’s prospects and 77% about the future of their business
sector. Asia comes out top regionally, with an above-average 90%.
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OPPORTUNITIES
Where, geographically, do you see opportunities for client growth?

Africa
Asia
Australasia
Canada
Caribbean
Civil-law Europe
Crown Dependencies
Latin America
Mediterranean IFCs
(Malta, Gibraltar, Cyprus)
Middle East
Russia
Switzerland
UK and Ireland
US

0

10

20

30

40

50

60

70

Offshore (%)
Onshore (%)

For client growth opportunities, Asia comes out top – with more onshore and offshore respondents
selecting this region than any other. The Middle East, Africa and LatAm are also fairly widely viewed as
opportunities – but more so to offshore respondents, with onshore respondents favouring US and UK.
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What do you think will be the main growth areas in future?

2

1

3

FAMILY OFFICE/
STRUCTURING/
GOVERNANCE
80
70
60
50
40
30
20
10
0

80
70
60
50
40
30
20
10
0

Legal Advice

LEGAL ADVICE

31%

23%

TAX ADVICE

Family/office
77%

80
70
60
50
40
30
20
10
0

66%

80

Tax Advice

Contentious Litigation

24% 21%

80
70
60
50
40
30
20
10
0

60%

CONTENTIOUS/LITIGATION
70
60
50
40
30
20
10
0

COMPLIANCE

42%

Wills and Probate

80

WILLS
AND PROBATE
70
60
50
40
30
20
10
0

18%
8%

Family office/structuring/governance was top of the list for growth areas for both onshore
and offshore respondents. Predictably, given the current challenges faced, ‘compliance’
and ‘tax advice’ were also seen as growth areas across the board.
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Compliance
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OFFSHORE QUALITIES
Which qualities do you feel will be most important for offshore jurisdictions going forward?
(Ranked most important from 1 to 10)

MOST IMPORTANT

INVESTMENT IN
TECHNOLOGY

(reserved powers,
asset protection, etc)

TAILORED
LEGISLATION

CLIENT
CONFIDENTIALITY

REGULATORY/
COMPLIANCE
TRACK RECORD

LOW TAX RATE

QUALITY OF LEGAL SYSTEM

LOCATION

POLITICAL STABILITY

(with public)

REPUTATION

EASE OF DOING BUSINESS

OFFSHORE:

LEAST IMPORTANT

MOST IMPORTANT

INVESTMENT IN
TECHNOLOGY

(reserved powers,
asset protection, etc)

TAILORED
LEGISLATION

REGULATORY/
COMPLIANCE
TRACK RECORD

CLIENT
CONFIDENTIALITY

LOCATION

QUALITY OF LEGAL SYSTEM

LOW TAX RATE

POLITICAL STABILITY

(with public)

REPUTATION

EASE OF DOING BUSINESS

ONSHORE:

LEAST IMPORTANT

The top three qualities were the same across both onshore and offshore respondents:
1. ease of doing business
2. reputation (with public)
3. political stability
The differences come further down – with onshore ranking ‘low tax rate’ higher than ‘location’ and
‘client confidentiality’ over ‘regulatory track record’ – with offshore going for the opposite.
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