Protecting privacy
in the financial sector
Brief summary
In Switzerland, the financial privacy of citizens is legally protected by banking secrecy. Important financial centres such as Switzerland are nonetheless exposed to the risk of abuse for criminal purposes, and therefore require high-quality regulation. At the international level,
Switzerland participates at the front lines in the fight against cross-border
financial crime. It uses internationally recognised standards for ensuring
the integrity of its financial centre. By adopting Article 26 of the OECD
Model Convention on international administrative assistance in tax
matters in its bilateral double taxation agreements, Switzerland will now
exchange information with other countries upon request where there is a
justified suspicion of tax fraud or tax evasion. In contrast, the automatic
exchange of information is out of the question for Switzerland.
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Protection of privacy – banking secrecy
In Switzerland, citizens have the right to protection of financial privacy.
Banks are required to maintain confidentiality concerning the financial
affairs of their clients. Bank employees who violate that duty are liable to
prosecution. Banking secrecy arises from provisions in the Swiss Civil
Code concerning personal privacy, data protection law and banking legislation. However, the client may relieve the bank of its confidentiality and
allow it to disclose information covered by banking secrecy.
Legally defined limits of banking secrecy
Banking secrecy is not absolute, however. Numerous provisions of civil law, debt collection and bankruptcy law, criminal law, administrative criminal law, and mutual assistance in criminal matters provide for exceptions to banking secrecy. If there is sufficient suspicion of an offence,
banking secrecy can be lifted against the client’s will on the order of a judicial authority or a supervisory authority.
Switzerland’s financial centre has numerous instruments at its disposal to
defend against assets originating from criminal offences. The Swiss rules
are very strict by international standards. In particular, they require that
the contracting party be identified when accepting assets and the origin
of the assets clarified. The legal framework is provided by the AntiMoney Laundering Act.
International cooperation in tax matters
Whereas tax evasion (in contrast to tax fraud) is not a criminal offence in
Switzerland but an infraction, this difference has been abandoned with
regard to international relations. In March 2009, Switzerland agreed to
adopt Article 26 of the OECD Model Convention on international administrative assistance in tax matters. The provisions to this article were to a
large extent interpreted by the OECD in July 2012. Now international administrative assistance has to be granted in the case of tax fraud and tax

evasion for groups of taxpayers as well and not only in individual cases.
In the case of group requests, the persons concerned must be identified
by means of specific search criteria. So-called fishing expeditions, i.e. requests without concrete indications, remain expressly prohibited.
The Federal Council is committed to reconciling the legitimate interests
of foreign countries in enforcing their tax legislation with the equally legitimate protection of the privacy of bank clients. This is why international
cooperation is to be further expanded within the scope of bilateral negotiations. In return, Switzerland expects improved market access for crossborder financial services and regularisation of undeclared accounts in relation to the tax authorities of third countries. Protection of the privacy of
bank clients will, however, be ensured. The automatic exchange of information is rejected.
From the Swiss perspective, the final withholding tax is preferable to the
automatic exchange of bank data. Switzerland forwards the tax owed directly to the country concerned and at the same time protects clients´ privacy. In the case of foreign clients, the bank in Switzerland withholds the
tax amount directly and forwards it anonymously to the Federal Tax Administration (FTA). The FTA transmits the amount to the foreign tax authority, and the client´s tax obligation in the country of origin is thus fulfilled. The withholding tax agreements with Austria and the United Kingdom entered into force on 1 January 2013.
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