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I don’t know whether you re-
member the problems surround-
ing Y2K in 1999. At the time, some 
12 years ago now, the world was 
waiting in dread for the end of 
the world, fearing the chaos 
caused by computers unable 
to cope with the problems of 
the change of millennium. The 
hysteria lasted for months, with 
specialist companies by the 
thousand examining computer 
systems and securely storing all 
the data. Naturally, none of this 
came cheap; good specialists 
don’t work for nothing! This, of 
course, I accept, provided that 
it is backed up by good reason-
ing and real substance.

Then came the tensely await-
ed moment, and the end of the 
world never happened. With 
the exception of a few faulty 
computers, there were no prob-
lems with computer systems on 
New Year’s Eve 1999. The world 
breathed a sigh of relief and got 
its breath back, and now very 
few of us remember those tense 
days, even though it seemed 
deadly serious and was only 12 
years ago.

Those currently predicting the 
end of the euro are also sending 
out a “the end is nigh” message, 

as in the financial world every-
body is linked to just about eve-
ryone else, just as in the case of 
internet relations. Based on the 
domino effect, the collapse of 
one country could lead to a 
complete banking failure in an-
other country. And we are not 
only speaking about Europe, 
the tension can be felt world-
wide. Just think about the Chi-
nese, who haven’t only bought 
American dollar securities, but 
have also invested heavily in 
euro-based bonds. If the euro 
crashes, what will happen to 
their investments? Will they be 
lost, too? If Europe falls apart, 
will China and the developing 
world be able to continue with 
their dynamic development? 
Yesterday I read an analysis 
which claimed that Russian eco-
nomic performance will outstrip 
German performance by 2020. 
To me this seems somewhat un-
believable, given the current 
economic situation in Russia. It’s 
not easy to find your bearings. 
Only yesterday I was saying to 
a friend that we are living in a 
world struggling with a topsy-
turvy system of values, where 
orientation will prove very diffi-
cult for our children. Here’s just 
one small example: if somebody 
who develops and manufac-
tures electronic goods comes 
up with a memory unit half 
the size of the current ones but 
with a storage capacity several 
times larger, then his business 
will be worth billions. Just think 
about the Apple story; how far 
have they come in less than 30 
years? There were several days 
this year when Apple was the 

most valuable company in the 
world. What can happen in sixty 
seconds around the world? To-
day around the world, every 60 
seconds 910 latest generation 
iPhones are sold, whereas only 
760 personal computers and 
laptops are bought in the same 
time. These are figures which 
make you think about what the 
future holds.

On the other hand, if a simple 
farmer somewhere in eastern 
Europe grows potatoes on his 
own land, in a very professional 
way, he, and his family, may go 
hungry, or constantly be danc-
ing on the edge of bankruptcy. 
Either the weather is against 
him, or the prices are too low, 
or he is simply not paid, and his 
produce may just rot in storage. 
The dangers are numerous.

Would the world survive an-
other 100 years, I wonder, if the 
current microchips didn’t shrink 
to half their current size and 
there wasn’t a new genera-
tion iPhone in every teenager’s 
pocket? I dare say the answer 
is yes, just as we have lived for 
thousands of years without all 
these gadgets. And much more 
happily!

But then over those 100 years, 
how would we feed those 7 bil-
lion or so people whose stom-
achs are constantly emptying? 
At the foot of the hierarchy of 
needs comes physiological 
need, that is, hunger, which 
can not be satisfied with an 
iPhone. We need the pota-
toes. But where from, if in the 
meantime the farmers have 
gone bankrupt, or, totally disillu-
sioned, have sold up everything 
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and joined the benefits queue, 
which, of course, is financed in 
part by the extra profits of the 
electronics industry. For a while 
at least. That’s all very well, but 
then why all the money, if there 
are no potatoes in the shops to 
spend it on? 

I smiled to myself at the end 
of 2009, when, at the start of the 
recession, in Germany they had 
to re-print Marx’s ominous opus 
“Das Kapital” 5 times in a year. 
The work, labelled as Commu-
nist for decades, must have con-
tained something important, if it 
was in such great demand. Yes, 
because it gives a precise and 
timeless description of the era 
of free competition capitalism. 
It’s like an anatomy text book 
in medical school: homo sapi-
ens will very rarely grow a third 
kidney. What the anatomists 
studied 200 years ago is still true 
today.

So, then something doesn’t 
add up. If we have these highly-
trained super economists, who 
have 3 degrees in their pockets 
and know the rules of the game, 
running the financial world, 
then why is the world economic 
situation getting worse? Why do 
global recessions occur? Why is 
it that in some cases they can’t 
step in, like doctors working in 
an intensive care unit, so that 
“the patient’s breathing and 
circulation don’t stop?” If, on 
the other hand, they have so 
little clue about how the whole 

thing works, then what have 
they spent years, or decades, 
studying in the university lecture 
theatres? Not to mention the 
money from our taxes spent on 
maintaining the education sys-
tem! Or is this plethora of quali-
fications a waste of time, and 
only good for the multi-nation-
als who can boast about who 
has the most over-qualified em-
ployees? Or maybe these can 
be used to get pay-rises?

I recently had lunch with 
some bankers in Cyprus, who 
spiced up this annual ritual by 
vehemently describing to me 
just why there will not be total 
failure in Europe. There was eve-
ry type of scientific explanation, 
from the writing-off of loans to 
the change in the proportion 
of compulsory deposits. After 
listening to this for at least an 
hour, I had no choice but to in-
terrupt them: this is all very well, 
but my clients aren’t the least 
bit interested, and as they’re 
not bankers, they don’t even 
understand all the “brain-wash-
ing super blah blah blah”. They 
need a more tangible explana-
tion, which will appease them 
straightaway. They put the ball 
straight back in my court by ask-
ing what I meant. For example, 
something like the fact that it is 
not in the interest of the Chinese 
to let Europe, or even the USA, 
go bankrupt. Afterwards, who 
would they sell all their products 
to? Their own internal market 
is not well enough developed 

for them to be able to pass on 
anything at any price and in 
any quantity. They need the 
markets, because producing 
just to store in warehouses is no 
good even for them. The buying 
power in the underdeveloped 
countries of Asia, Latin America 
and Africa is too restricted. On 
the other hand, the Chinese are 
very much interested in buying 
up cheap, strategically impor-
tant company shares, or even 
government securities, keeping 
whole countries in hand. And 
where are the securities cheap? 
Where there is chaos, where the 
countries’ ratings have been 
downgraded, or where, either 
really or artificially, countries are 
on the edge of bankruptcy and 
investors have deserted the sink-
ing ship. Or maybe where the 
company policy of institutional 
investors won’t allow them to in-
vest in a given country, on the 
advice of the extremely intel-
ligent and even more powerful 
ratings agencies, who, inciden-
tally, only found out about the 
developing crisis of 2008 from 
the press. Despite this, the whole 
world believes them.

The Chinese are presum-
ably not alone in their desire to 
“shop” on the cheap. This takes 
me back to dear old Karl once 
more: capital primarily wants to 
go where, in comparatively safe 
surroundings, the most can be 
earned with it, where the profit is 
the greatest. The law of profit it-
self sums up the essence of cap-

italism. And there is no shortage 
of “mobile” money in the world. 
Money which is just waiting to be 
invested. Ready for action, mov-
ing as soon as a good opportu-
nity arises. In today’s Internet 
world it can take mere tenths of 
seconds for money to jump from 
one continent to another.

I would be very wary, there-
fore, of creating “collapse theo-
ries”. Even if today nobody can 
even see the near future with 
any clarity, and uncertainty 
has settled in people’s psyche. 
Or maybe that was the whole 
idea? In situations of uncer-
tainty people tend to make 
rash economic decisions, which 
leads to the position of those di-
recting the process becoming 
even stronger. In this recession – 
if, indeed, we can speak about 
recession - there are winners as 
well as losers. Just as the broker 
always wins, whether the ex-
change rates go up or down, so 
certain players in economic life 
always come out on top.

The real question is how do 
we get on to that side? The win-
ning side. I am convinced that 
this takes more than just a little 
perseverance, and certainly not 
giving up our positions stupidly 
or through panic. Even if this 
means that for a while it may 
look like we’re losing. Sometimes 
we need to know how to wait, 
and this in itself can produce 
results.

I would like to wish you a 
Happy and Prosperous 2012. 
May you keep your self-control 
and good judgement, as it is 
only when we have these that 
we can feel successful and hap-
py, and can also help others feel 
that way.

Warmest regards,

László Váradi
Managing Director

LAVECO Ltd.
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Jurisdiction spotlight:

Malaysia - Labuan
Location: Part of Malaysia, group of 6 islands, the 

largest of which is Pulau Labuan

Form of government: Constitutional monarchy

Population: 85 272 (July 2010)

Area: 92 square kilometres

Capital: Victoria

Currency: Malaysian Ringgit (1 MYR = 0,31 USD, Dec. 
2011)

Official languages: Bahasa (Malaysian), English

Time zone: GMT+8

1.Company legal form: Private limited company by shares

2. Method of Incorporation: The owners forming the company 
must sign the company documents in paper form

3. Company name: Limited or Ltd.

4. Time required for incorporation: 2-3 weeks

5. Number of directors: Min. 1, private individual or legal entity

6. Number of shareholders: Min. 1, private individual or legal entity

7. Minimum capital: 1 USD

8. Accounting / reporting requirements: Preparation of audited 
annual balance required by law, if company opts for 3% taxation

9. Type of shares: Registered

10. Annual tax and duties: 3% of nett profit, or fixed amount of 
20000 MYR (6667 USD) irrespective of turnover

11. Annual meeting: Must be held each calendar year; first meet-
ing must be held within 18 months of incorporation

12. Disclosure of beneficiaries: Not required

13. Registered office: Local registered office is required by law

14. Registered secretary & agent: Registered secretary is required 
by law

15. Double tax treaty: Malaysia has signed agreements for the 
avoidance of double taxation with the following countries: Al-
bania, Australia, Austria, Bangladesh, Belgium, Canada, China, 
Czech Republic, Denmark, Finland, France, Germany, Hungary, 
India, Indonesia, Italy, Japan, South Korea, Malta, Mauritius, Mon-
golia, Netherlands, New Zealand, Norway, Pakistan, Papua New 
Guinea, Philippines, Poland, Romania, Russia, Saudi Arabia, Ser-
bia, Singapore, Sri Lanka, Sudan, Sweden, Switzerland, Thailand, 
Turkey, United Arab Emirates, United Kingdom, Vietnam, Zimba-
bwe.

Short news and ideas:

The Seychelles: document 
keeping requirement

In accordance with the amended Act, every company regis-
tered in the Seychelles must, by March 2nd 2012 at the latest, indi-
cate the place where it keeps the documents related to its business 
transactions. This place can be in the Seychelles or anywhere else in 
the world. It is a further requirement that the directors must make ar-
rangements for the keeping of such records as enable the financial 
position of the company to be determined with reasonable accura-
cy at any time. The law does not prescribe the keeping of accounts, 
the preparation of balance sheets or audited balance sheets. The 
documents related to transactions must be kept for 7 years.

The records produced, however, are not publicly available, and 
outsiders can only view them with the permission of the director(s). 
The local court of registration (Seychelles International Business 
Authority) has the right to request the documents at any time. The 
responsibility of the Corporate Service Providers is increased, as, if 
they do not check that the records are being kept correctly and this 
comes to light, they may be subjected to a fine of up to 300 000 SCR 
(approx. 25 000 – 26 000 USD) for just one such company.

It is likely that in the near future other Offshore Financial Cen-
tres offering the formation of IBCs will introduce similar changes, 
requiring companies registered there to indicate the place where 
records are kept or to prepare accounts. The transparency of trans-
actions and company operations have long been a requirement of 
the OECD, and this is probably the reason behind the changes in 
the Seychelles.

Cyprus: 70 billion dollars 
invested in Russia

The amount of Foreign Direct Investment (FDI) placed in Russia 
through Cypriot companies and investment funds is expected to 
reach 70 billion dollars by the end of 2011. The more than  60 agree-
ments for the avoidance of double taxation signed by Cyprus pro-
vide the island with an unprecedented possibility in the field of in-
vestment activities. And this makes Cyprus the ideal holding centre 
for the receiving and accruing of payments from interest, rights and 
dividends. Naturally the process is enhanced by the friendship dat-
ing back many decades which has traditionally existed between 
Russia and Cyprus. This is true in both the financial sphere and in 
tourism. Tens of thousands of people of Russian origin have per-
manent residency among the 800 000 strong population, and the 
number of tourists is also growing from year to year. Russian “sup-
port” of Cyprus can also be seen following the events of the sum-
mer when one of the power stations close to Larnaca exploded, 
and the Russian government came to their aid with a 4,5 billion-
euro loan to get the economy back on its feet.
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Very few people are probably aware of the fact that the ori-
gins of the word “dollar” can be traced 
back to what is today the Czech Re-
public. Or more precisely to Joachim-
stahl, a small Bohemian town where in 
Medieval times a mint issued gold and 
silver coins. It is from here that the word 
chain “thaler”, “tolar”, “daler”, “dollar” 
led to the term dollar, which is still in use today as the name of the 
currency in numerous countries around the world (USA, Canada, 
Australia).

Of these, the American dollar is obviously the most well-known 
and also the most recognisable, and is arguably the only true world 
currency. If we went into a bank in the most secluded corner of 
the world with a 100 dollar bill, we would probably be able to ex-
change it for the local currency. The Confederation Congress of the 
US resolved on the introduction of the dollar on July 6th 1785, and 
it has remained the legal tender ever since. Similarly, many coun-
tries around the world currently use the US dollar as an additional 
means of payment. In 1995 some 380 billion dollars were in circula-
tion in cash, of which two-thirds were “circulating” outside the USA. 
By 2005, the figure had reached 760 billion, but the amount outside 
the USA had remained at close to two-thirds. Many Asian countries, 
such as China, India & Saudi Arabia, have amassed reserves of US 
dollars, which is why today these countries are able to have a not 
insignificant influence on the supply of and demand for American 
dollars on the world market.
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The “nominee director” is a creation of the company industry. 
Legally, there is no such category, and from the point of view of 
responsibility there is no difference between nominee and “true” 
directors; there are not 2 separate categories.

In practice, however, this is a very widespread solution these 
days. At the same time, the legislation of no country in the world 
prevents the directors from delegating certain company tasks or 
groups of tasks to the company’s employees or attorneys in the 
form of a written power of attorney. As a result of the increased 
responsibility placed on the directors, however, such powers of at-
torney are being gradually restricted in time, scope and in the tasks 
and duties being delegated.

Director or nominee director
Topic:

Israel: increase in 
corporate tax in 2012

In contrast to the earlier noises coming out of Is-
rael, the government is going to raise corporate tax, 

not lower it. Despite promises to the contrary, from January 1st 2012 
the government will not be lowering the rate of profit tax to 23%, but 
raising it to 25%. Capital gains tax, currently 20%, will be increased 
to 25%, and the tax on principal shareholders will go up from 25% to 
30%. A further supplementary tax will be payable in Israel by private 
individuals with a declared income in excess of 1 000 000 shekels. 

Interesting

The Czech dollar?

LAVECO life:

New colleagues in our office in Cyprus
László Váradi, director of LAVECO Ltd., 

introduced the new members of staff to 
the company’s business partners, bank-
ers, lawyers and accountants in the 
course of a very pleasant Christmas din-
ner held in Larnaca on December 16th 
2011. Eleni Hadjisofokli, Filio Kotsioni and 
Andreas Katzianis will be strengthening 
the company administration depart-
ment of LAVECO’s team in Cyprus.


