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FMA presents report on the stability of the Liechtenstein financial sector 
 

• This year's report includes a special focus on the coronavirus pandemic and its impact. 

• Despite the global economic slump, Liechtenstein's financial sector continues to be in a 

stable condition. The banking sector has so far coped with the crisis remarkably well. 

• Because of their high debt levels, households in Liechtenstein are vulnerable to interest rate 

increases.  

 
Today, the FMA published the 2020 issue of its Financial Stability Report on the Liechtenstein financial 
sector. Because Liechtenstein does not have its own central bank, the legal responsibility for contributing to 
financial market stability in Liechtenstein lies with the FMA. Overall, the Liechtenstein financial sector 
presents itself as stable. The report estimates the systemic risks to be relatively limited. 
 
Financial sector remains stable even in turbulent environment 
The Liechtenstein financial sector is in good shape despite the economic slump caused by the coronavirus 
pandemic. As a small and open national economy, Liechtenstein was hit hard by the global economic 
slump. But the Government and Parliament responded quickly and launched a comprehensive fiscal 
package to mitigate the effects of the global recession and to protect the labour market during the 
lockdown. The financial sector has so far proven to be very resilient in the crisis. 
 
The banking sector, like the financial sector as a whole, has so far coped remarkably well with the global 
economic slump. Despite a significant decline in assets under management in the wake of the financial 
market correction, the Liechtenstein banking sector even managed to increase its profitability in the first half 
of the year, with capitalisation likewise increasing against the international trend. However, uncertainty 
remains high in the current financial market environment. In addition to the negative effects of the 
recession, which will probably only become visible in the financial sector with a considerable delay, low 
interest rates and high valuations on the equity markets pose additional challenges for the future profitability 
of financial intermediaries. 
 
Risks for private households 
Compared with other countries, the debt level of Liechtenstein's private household sector is above average. 
The debt ratio of Liechtenstein households amounts to about 121% of GDP or 226% of disposable income 
– both are absolute records in Europe. The high level of debt is mainly driven by mortgages. In 
Liechtenstein, unlike many other countries, a lending model is common under which the first mortgage is 
often not paid off. As a result, not only young households that have just bought property are heavily 
indebted, but also those which bought property a much longer time ago. 
 
The persistent low interest rate environment since the global financial crisis has further strengthened the 
incentives for high levels of debt. High levels of debt make households more vulnerable to abrupt increases 
in interest rates or other negative macroeconomic developments. However, the feedback effects on the real 
economy would be weaker in the event of a real estate crisis in Liechtenstein than in other countries, given 
that the domestic market plays a smaller role.  
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System for ensuring financial stability has proven itself 
In recent years, Liechtenstein has established a balanced system to ensure financial stability. This system 
includes the Financial Stability Committee created last year. 
 

The system has proven itself during the crisis, facilitating cooperation and exchange between the 

competent institutions. In the context of Liechtenstein's large financial sector and its importance for the 

economy as a whole, an ongoing and careful analysis of the various risk factors is indispensable in order to 

calibrate the available macroprudential instruments appropriately and in that way make a sustainable 

contribution to the stability of the financial sector. 
 

 

In accordance with its legislative mandate, the Financial Market Authority (FMA) Liechtenstein ensures the 

stability of the Liechtenstein financial market, the protection of clients, the prevention of abuses, and the 

implementation of and compliance with recognised international standards. 

As an integrated and independent supervisory authority, the FMA supervises the financial market 

participants in the Liechtenstein financial centre. The FMA ensures the implementation of international 

standards and participates in the preparation of financial market laws on behalf of the Government. The 

FMA is represented in all relevant supervisory organisations at the European and global level. 
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