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Who is Maitland and what do we do? 

• Maitland is a privately-owned firm offering wealth management services to private and 

institutional services 

• Maitland is like a large family office: 

• Legal tax advisors - offer international cross-jurisdictional tax advice to private clients 

• Fiduciary capability - utilise offshore trusts and company structures 

• Investment Services - portfolio advice and management 

 

• Fund services and administration – for external fund providers 

• Founded in 1976, we now employ 550+ people in 11 offices across Europe, the 

Caribbean and South Africa 

• Maitland has $125bn assets under administration 

• Investment Services have $700m+ under management and advice 

• Isle of Man office manages our „international‟ client bank, ~80% of total 
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Eurozone headlines 
• Mervyn King “the aim of the measures to 

be introduced over the next few days is to 

create a year or possibly two years‟ 

breathing space. The underlying problems 

still have to be resolved.” 

 

• President Sarkozy: “the whole construction 

of Europe since 1945 is at stake.” 

 

• A European Union official said the 

Commission had yet to receive the 15-

page letter in which Silvio Berlusconi, 

Italy‟s embattled prime minister, was to 

outline his government‟s response to 

demands for concrete economic reforms 

to stabilise the country‟s finances. 
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The 
European 
Union 

Source: Nationsonline 
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• 1. Inflation rates: No more than 1.5 percentage points higher than the average of the three 

best performing member states of the EU 

 

• 2. Government finance: 

• Annual government deficit: The ratio of the annual government deficit to GDP must not exceed 3% 

at the end of the preceding fiscal year. If not it is at least required to reach a level close to 3%. Only 

exceptional and temporary excesses would be granted for exceptional cases  

• Government debt: The ratio of gross government debt to GDP must not exceed 60% at the end of 

the preceding fiscal year. Even if the target cannot be achieved due to the specific conditions, the 

ratio must have sufficiently diminished and must be approaching the reference value at a satisfactory 

pace 

 

• 3. Exchange rate: Applicant countries should have joined the exchange rate mechanism 

(ERM) under the European Monetary System (EMS) for two consecutive years and should 

not have devalued its currency during the period 

 

• 4. Long-term interest rates: The nominal long-term interest rate must not be more than 2 

percentage points higher than in the three lowest inflation member states 

 

 

 

Euro (Maastricht) Convergence Criteria 
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Economic Growth Estimates 
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Eurozone deficit vs. 
surplus nations 
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Source: Foreign Policy Website, February 2010 

The burden of debt 
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Source: The Bank for International Settlements (BIS) 

European debt – who owes how much 
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Foreign Exposures to Greece, Ireland and Portugal
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Who owns the debt? 
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Eurozone GDP growth facing possible 
further recession 

Source: Bloomberg 
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The USD/EUR has been volatile 

Source: Bloomberg 
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As has GBP/EUR 

Source: Bloomberg 
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Major developed equity markets have 
had a turbulent year (own currencies) 

Source: Bloomberg 



15 
 
 

Gold keeps on going…. 

Source: Bloomberg 
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Some comparative yield curve charts 

Source: Bloomberg 
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The „peripherals‟ are not so pretty… 

Source: Bloomberg 
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Europe sovereign debt credit default 
swaps (cost of insuring their debt) 

Source: Bloomberg 
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Sovereign debt problem becomes a 
banking sector problem 

Source: Bloomberg 



20 
 
 

…including Dexia (now nationalised) 

Source: Bloomberg 
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Default jargon explained 
• „Credit restructuring‟ to change the pre-agreed legal terms of the loan 

 
• „Maturity re-profiling‟ to demand more time to pay the loan off 

 
• „Controlled default‟ IMF/ECB maintain they are in control  

 

• „Technical default‟ historically difficult to avoid in some way, one for the 
   technicians: coupon changes (UK 1932), repayment 
   collateral (USA 1933) 
 

• „Selective default‟ to default on selective bond issues in an „orderly manner‟ 
 

• „Debt Repudiation‟ to default by another name 

 

• „Disorderly default‟  sudden and unexpected non-payment: Latin America 
   (1980‟s), Russia (1998) 

---------------------------------------------------------------------------------------------------------------------  

• „To take a Haircut‟ to pay the lender a lower rate of interest or a lower capital 
   price for the principal on redemption or exchange – with 
   their pre-agreed approval 
 
 

 
 

Source: Ollie Stones, Quilter 
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Some Debt Default questions answered 

Q: Has the UK ever not been Aaa /AAA rated? 

Not since the Agencies were set up in the 1960s (but after USA - watch this space) 

 

Q: Has the UK ever defaulted? 

Yes, a few times (depending on the default definition). For example, in 1932 on WW1 debt to USA 

(however linked to unpaid German war reparations so considered an ‘excusable’ or ‘technical default’), 

then again in 1932 when the War Loan (issued in 1917) with a coupon of 5% was reduced to 3.5%. The 

Sterling devaluations in periods of ‘fixed exchange rates’ between 1948 – 1967 

 

Q: So who has never defaulted? 

NZ, Australia, Thailand, Denmark, Canada and Malta (amongst a short list ) 

 

Q: Is there a Debt/GDP level where default is inevitable? 

No, Ecuador has defaulted with a debt/GDP level of just 20% 

 

Q: Officially how many EUR millionaires live in Greece according to Greek Tax Authorities? 

Six  

 

Q: Who does Italy owe over $ 500 billion to?  

France  

Source: Ollie Stones, Quilter 
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Triple crisis schematic 

23 

Currency shock 
e.g. abandon peg; 

exit Eurozone 

Banking crisis 
(asset values fall; 

run on deposits)   

Debt default 
(foreign currency and /or 

domestic debt) 

Source: Invesco, for illustrative purposes only 
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• Indicative terms released: 
 

• Private banks and insurers will accept a „voluntary‟ 50% loss on Greek 
sovereign debt holdings 

• Not a technical default since a voluntary write-down 
• Enables Greece‟s debt  to be reduced from 160% of GDP to 120% by 2020 
• Bailout package valued at €130bn, an increase on the €109bn agreed in July 

 

• The European Financial Stability Fund leveraged up to €1trn  
• Insurance of bond sales 
• Creation of a special purpose investment vehicle 
• Further details to be agreed next month 

 

• European banks should increase their tier 1 capital ratio to 9% by June 
2012 

• European Banking Authority estimates €106bn re-capitalisation required 
• Greek, Spanish and Italian banks should provide 2/3 of this figure 

 

 
 

 

Eurozone deal agreed (27 Oct 11) 
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• Good cheer: 
 

• FTSE All-World equity index up 2.5% 
• Commodities higher (Brent Crude Oil up 2%) 
• Growth-focussed currencies (i.e. AUD) strongly up 
• EUR up 1% vs. USD 
• European banking sector equities up ~10% 

• Sovereign debt exposure can be contained 
• Capital raisings not as onerous as feared 

 

• Dollar index down 0.7% 
• 10 year US Treasury yield up 8 basis points to 2.29% 
• 10 year German Bund yield up 13 basis points to 2.16% 
• 10 year Italian debt down 12 basis points to 5.80% 

 
 

 
 

 

… and how did the markets take it? 
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Now 3 months 6 months 1 year

Bank of England 0.50% 0.50% 0.50% 0.50%

Euro Central Bank 1.50% 1.00% 1.00% 1.00%

US Federal Reserve 0.25% 0.25% 0.25% 0.25%

Source: Bloomberg, based on short-term interest rate futures market 

So, where are we now? 
Major bloc interest rates 
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UK inflation should start to ease… 

Source: Bank of England, Q2 2011 
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UK GDP growth is wobbly 

Source: Bloomberg 
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Stickily high UK unemployment 

Source: Bloomberg 
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Slowing retail spending… 

Source: Bloomberg 
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…and the only thing more depressed than 
UK house prices is the UK consumer! 

Source: Bloomberg 
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• Increased VAT to 20% in January 2011 

• Raise £8 billion in taxes (mostly by removing tax breaks and introducing moderate bank levy 

and oil company windfall profit tax) 

 

• Cut government department spending by average 25% (redundancies) 

• Public sector pay freeze for 2 years (£21,000 salary floor) 

• Recruitment freeze in some departments 

• Cut „Quangos‟ (quasi non-governmental organisations) and Consulting costs 

 

• Cuts in benefits by £32 billion (unemployment, health and housing) 

• Pension shake-up (RPI to CPI indexation) 

 

 

 

UK Government spending cutbacks are 
starting to bite 
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UK north-south 
economic divide 

Source: Daily Mail 
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So, where does this leave the Isle of Man? 
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So, where does this leave the Isle of Man? 
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So, where does this 
leave the               
Isle of Man? 
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• Isle of Man has historically positioned itself very successfully: 

• Geographical location is key being midway between UK and Ireland 

• Fishery 

• Lower import duties promoted contraband trade from continent into UK 

• Victorian tourism industry 

• Offshore finance 

 

• This location is still important today 

• Benefit of being one of the British Isles 

• OECD White List of „good‟ offshore jurisdictions 

• Isle of Man only needs  a small slice of international trade to survive 

– We need to do enough to retain access, but not too much to hinder competitiveness 

 

 

 

Strong historic position 



39 
 
 

Key Isle of Man statistics 

Source: Isle of Man Treasury, “Isle of Man Digest of Economic and Social Statistics 2011”  

Number of days annual rain (2010) 173 days 

Average daily temperature (2010) 9.4 degrees 

Highest recorded temperature (2010) 21.5 degrees 

Total Population (2006) 

Isle of Man 47.6% 

England 37.2% 

Wales & Scotland 4.6% 
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• Pro‟s 

• Historically high levels of employment (~2%) 

• Zero Government debt (excluding public service liabilities) 

• National Reserves 

• Stable democratic government 

 

• Member of the British Isles 

• English-speaking populace 

• Regulatory compliant culture 

 

• Open to international business 

• Generally commonsensical and prudently-run business community 

 

 

 

…and where are we now? 
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• Con‟s 

• Difficult government fiscal position 

• Continuing high public sector employment and spending 

 

• Finance-dominated economy 

• Concerted and co-ordinated international pressure on offshore finance 

• Reduced profitability and low-cost competition 

 

• Geographical location 

• UK now „ex-growth‟, Emerging Markets are remote 

• Vulnerable to pressure from neighbours 

 

• Poor shopping and entertainment provision 

• Drift away of school and university leavers 

 

 

 

…and where are we now? 
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• The frog in the kettle 

• A short term answer to the Eurozone debt crisis seems to have been found, but: 

• The can has been kicked further down the road 

• „Developed‟ economies need to re-find their place in the world 

• Real structural growth is now happening elsewhere 

 

• Markets will remain sensitive to headlines - portfolios should include many assets other than 

equities (or even gold!) 

 

• The Isle of Man is in a strong position but faces real potential threats 

• Short term 

• Long term 

 

 

 

 

Conclusion 
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Disclaimer & regulatory information 

• This document is intended solely for publication and distribution to the intended recipient and may not be passed on or disclosed to any other 

person.  This document is for information purposes only.  In particular, it does not constitute an offer or solicitation in any jurisdiction where it is 

unlawful or where the person making the offer or solicitation is not qualified to do so or the recipient may not lawfully receive any such offer or 

solicitation.  It is the responsibility of any persons in possession of this document to inform themselves of, and to observe, all applicable laws 

and regulations of relevant jurisdictions. 

 

• The information and any opinions contained herein have been obtained from or are based on sources which are believed to be reliable, but the 

accuracy cannot be guaranteed.  No responsibility can be accepted for any consequential loss from the use thereof. Prospective investors 

should also inform themselves, and should take appropriate advice, on the legal requirements and as to the possible tax consequences, foreign 

exchange restrictions or exchange control requirements that they may encounter under the laws of the countries of their citizenship, residence 

or domicile and that may be relevant to the subscription, purchase, holding, exchange, redemption or disposal of any investments. 

 

• The value of investments and income derived there from can decrease as well as increase. Performance numbers shown are records of past 

performance and as such do not guarantee future performance.    

 

• Maitland Investment Services (IOM) Limited is licensed by the Isle of Man Financial Supervision Commission to carry on Investment Business; 

registered address: Falcon Cliff, Palace Road, Douglas, Isle of Man IM2 4LB. 

 

• Constantia Fund Limited is licensed by the BVI Financial Services Commission as public mutual funds.  The funds have not applied for, nor 

been granted, approval under s65 of the Collective Investment Schemes Control Act 2002 of South Africa, nor are they Recognized Schemes 

under s272 of the Financial Services and Markets Act 2000 ("the Act") of the United Kingdom.  The funds cannot be promoted or sold in the 

United Kingdom other than under the exemptions permitted by the Act.  Information on Constantia Fund Limited is supplied by Maitland Fund 

Services (BVI) Limited, which is licensed by the BVI Financial Services Commission to administer the funds. 



Questions please…? 


