Fact sheet: French banks in Jersey
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Presence
Jersey is located only 30 km from the coast of Brittany.  The main French players are BNP Paribas and Societé Générale through its Jersey subsidiary SG Private Banking.  Many other banks have French clients, especially the Luxembourgish bank Dexia Private Bank, the two British players HSBC and Barclays that have bought into the French banking sector and have local branches across the country.

Recently BNP Paribas has also taken a stake in the banking operations of Fortis, which has a large presence in Jersey in the form of Scaldis Capital Ltd. with assets worth 18€ Bn. in investment funds in Jersey.  French hedge funds are also likely to be active in Jersey.
Recent coverage

France is in the process of negotiating a tax information exchange treaty with Jersey, thus normalising the legal and economic ties between the two parties.  However, we should contest the legality of Jersey to negotiate such treaties on its own as it should be seen as being integrally part of the UK in the eyes of foreign authorities.

Despite legal fiction, Jersey manages to hold diplomatic ties with France through a representation Bureau de Jersey in the city of Caen in Normandy, with a branch office in Rennes, Brittany.  Also Jersey from time to time sends diplomatic missions to the French authorities, with the Chief Minister Mr. Walker visiting the president of the French Senate Mr. Larcher on the 5th of November, 2008 to negotiate over tax treaties.

Systemic risks

Jersey-based hedge funds and other low-regulated investment funds are major shareholders in many French businesses.  This introduces speculative capital flows into the French economy that would not exist under French banking supervision.  Collusion in the French business and political elite is, however, considerable in attracting these funds to invest in France.

Assets of French nationals in Jersey are reported by IMF to be worth €10 Bn. with even much more likely to be tied up in secretive Jersey Trusts and other special purpose vehicles, or rerouted through chains of ownership through other tax and judicial havens.

French Government Initiatives
The president Nicolas Sarkozy has pledged action on tax havens, and acted during the EU presidency with German support in the second part of 2008 to start a process of creating a new “black list” of a possibly a dozen tax havens.  François Fillon, the prime minister has gone further and called for abolishing tax havens all together. 

However, he didn’t name which jurisdictions he considered as being tax havens, while Sarkozy fails to recognise that he personally presides over one tax haven (Andorra - together with the Spanish Bishop of Urguell) and is responsible for defence of another (Monaco) both on the current OECD list of non-cooperative jurisdictions.  Action to tackle tax haven abuse should start from home, and Sarkozy should end the two-faced stance on its own tax haven territories. If France wanted to end tax privileges in Monaco, it could simply claim force of the treaty of 1918, which guarantees French interests in return for protection of Monegasque sovereignty. Similar discrepancies exist for St. Martin and St. Barthélemy that are French administrated tax havens in the Caribbean.

Initiatives Proposed by Civil Society
SNUI (French tax collectors union) has estimated that tax evasion in France costs about €50 Bn and majority of these losses take place in European tax havens.  They propose further financial transparency to fight tax crimes.

The Plateforme Paradis Fiscaux et Judiciaires (PFJ), a French NGO coalition against dirty money, proposes further measures in terms of full disclosure of assets held offshore, new country-by-country accounting standards that would list all beneficial owners and determine taxes paid in each country, an end to banking secrecy, and full responsibility of the parent company for the actions of its affiliates abroad.

Anti-corruption campaigners in France have for years highlighted the corruption that takes place in the financial centre of Luxembourg, which surfaced in relation to the Clearstream case, a Luxembourgish settlement bank.  It had links to ELF-Total affair, the largest corruption case in French history, which involved several politicians.

Campaigns against the practices of French multinationals abroad also include the Compagnie Fruitière in Cameroon, which pays little taxes or wages for its banana plantations in the Haut Penja region. To redress their image, the company has signed a code of conduct with Unicef, where one kilo of bananas gives two cents of a Euro to the Unicef fund to give a “smile on the face of an African child”.  These partnerships are denounced by the French NGO Survie which campaigns against the white washing social crimes with tokens of charity.  Bananas, much like other commodities are traded through tax havens before they enter the retail markets.  Jersey is the largest exporter of Bananas to the UK due to abusive transfer pricing practices, and must also be a major exporter to France.
