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Introduction Result #1 - offshore banking remains an elite activity

Governments around the world struggle to observe what wealth The clients of offshore banks come predominantly from rich countries (Fig a), but those from poorer countries have higher levels of offshore
their citizens hold overseas. This creates problems both for tax wealth relative to GDP per capita (Fig b). Clients from poorer countries are more likely to hold wealth in the bank through a shell company
enforcement (you can’t tax what you can’t see), but also corruption or trust (those marked in green) than under their own names (marked in blue), highlighting the need for information exchange and other
(you can’t observe that your president is actually a lot richer than transparency policies that allow developing country governments to better observe hidden wealth.

he/she appears).
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or beneficial owners of company /trust clients or beneficial owners of company /trust clients

Despite an explosion of research on the role of tax havens in both tax
evasion &Hd COl“l“U_ptiOH7 very httle 1S kHOWH abOU_t the ChafaCteriStiCS Note: Author’s estimates from account date. Figure (a) shows the total number of individual clients (in blue) or beneficial owners (in green) per 100,000 people per country, graphed against log GDP per capita. For Figure (b)

[ calculate the peak end-of-month deposit balance (excluding loan and investment accounts) per client in 2017 dollars, average them across jurisdictions, then divide it by GDP per capita to derive the average deposit-to-income
ratio, which is shown on the y-axis. Both figures show the local polynomial estimate of this relationship, with 95% confidence intervals.

of clients of banks in tax havens.

This descriptive paper uses leaked data from an offshore bank to
understand who stores their wealth in havens, how those with
politically connects differ in their wealth and behavior, and how
the use of shell companies affects our ability to accurately measure
offshore wealth. It is the first paper to do so using micro data taken
directly from a tax haven, making it possible to observe behavior
that is normally partially hidden in aggregate statistics.

Result #2 - politically-connected clients control more wealth and use tax havens more intensely

Clients that the bank had identified as being politically connected (i) controlled roughly 100-200x more in wealth, (ii) were more likely to be
based in tax havens, and (iii) were more likely to send/receive money from accounts in tax havens. More politically-connected people were
identified from countries that had scored worse on measures of corruption perceptions. The ‘political premium’ that exists in other contexts
appears to also exist in the offshore world. Systematic reporting on politically-connected accounts to regulators might limit the scope of abuse.

Data in detalil (a) Net worth of clients connected to politically-exposed persons over time versus  (b) Relative number of politically exposed-persons by their country of origin’s level of

high-profile clients and ordinary clients corruption
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month the account was first opened. All amounts are shown in 2017 USD.

roughly $200m in deposits. However, adding up the peak account
balances of each of the clients over the 11 year period indicates that

these 2,400 controlled up to $1.5b in assets over this period. Result #3 - shell companies and trusts lead international statistics to undercount offshore wealth

Also included in the leak were the bank’s internal documents on
‘politically-exposed persons’ (known as PEPs), individuals who
were or had connections to people with politically power, which I
merged with the client data in order to compare activity of those
connected to PEPs to both ordinary offshore clients and other
‘high profile’ clients (mostly celebrities). Finally, the leak included
quarterly submissions by the bank to the Bank of International
Settlements (BIS), which are used by the research community to
collate measures of offshore wealth, allowing me to observe precisely
how the bank assigned ownership of its customers deposits to
different jurisdictions. 150 f f | f 5 Zonbia
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Researchers often use data from the Bank of International Settlements (BIS) to measure offshore wealth. But the BIS’s Locational Banking
Statistics only ageregate ownership based on the location of the ‘immediate counterparty.” If a person from Zambia owns a bank account in
their name, the deposits will be assigned to Zambia. But if they own it through an Isle of Man shell company, it will be assigned to the Isle
of Man. When I re-assign the bank’s deposits based on the ultimate ‘beneficial owner’ of the deposits, the reported deposits of those living
outside of tax havens doubles (Fig a). Entire countries, including a number of developing countries (e.g. Zambia, Turkey and Lebanon) would
be entirely hidden from the BIS data because of the way the wealth is reported (Fig b).

(a) Deposits owned by residents outside of tax havens (b) Countries ranked by % of deposits hidden from BIS statistics
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information exchange and other cross-border tax policies
on the behavior of offshore customers
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