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LOCATION REPORT

W
ere there a competition to find the best location to  
mix business and pleasure, the resort of Monaco 
would be vying for top honours. Set against the azure 
waters of the Mediterranean, Monaco’s spotless streets 

are lined with palm trees. Ornate chandeliers adorn its shopping 
centres, and its public facilities include a world-famous casino. But 
behind the glitz and glamour, the tiny state has an offshore banking 
industry managing €49bn and a tourism industry drawing in over 
six million visitors every year. Monaco holds a majestic allure for 
business, but it’s not resting on its laurels.

The state has had to improve its offering to combat competition 
from European resorts gifted with gambling deregulation. But 
with every inch of the tiny principality already crammed with 
condominiums, casinos and banks, the state-controlled leisure 
conglomerate Société des Bains de Mer (SBM) has literally – well, 
metaphorically, but the image of expansion is a strong one – had to 
think outside the box.

The €200m Monte Carlo Bay Resort, the first new hotel the state has 
built in 75 years, opens this month and sits on 10 acres of reclaimed 
land. It’s the latest step in the transformation of the resort that fell 
into the hands of the ruling Grimaldi family in 1297 when François 
Grimaldi seized a Genoese fortress on the rock of Monte Carlo.

Ever since Europe’s first casino opened there in 1863, the 
principality has consciously nurtured its reputation as a playground 
for the rich and famous. Thanks to the reputation of his well-heeled 
casino customers, Monaco’s late Prince Rainier developed a luxury 
tourism industry and laid the foundations of an offshore banking 
sector with laws guaranteeing anonymity for account holders.

Monaco has its own philharmonic orchestra, opera and ballet, and 
stages the most dramatic grand prix in the European motorsport 
calendar. Its football team, AS Monaco, has a €50m budget and 
topped its group in this year’s European Champions League. And 
although there are just 6,000 native Monegasque citizens, a total of 
39,000 people work in the state, with 7% employed in banking.

Monaco residents are exempted from all taxes on income and 
personal wealth. As a result it is home to most of the racing drivers  
and tennis players you’ve ever heard of, as well as Ringo Starr, Shirley 
Bassey and a lot of rich Russians who prefer not to give their names.

Never let it be said that size matters. The 
Mediterranean principality of Monaco is less 
than two square kilometres but has a massive 
gross domestic product of €9.2bn. And despite 
being sandwiched between France and Italy, 
the state is still growing. By Christian Sylt
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The principality’s numerous tax exiles have pockets deep enough 
to afford trifles such as a €16,000 bottle of 1982 Petrus at the Hôtel 
de Paris and an €18.3m three-bedroom apartment. For companies, 
business industry tax is the only direct tax levied by the Monegasque 
government. It stands at 33.33% and, along with property income,  
brings in 60% of the state’s overall revenue.

Banking now provides around 13% of Monaco’s GDP. The annual 
Grand Prix brings in €70m and, despite giving the state its fairytale 
status, gambling revenues only represent 2.2% of Monaco’s annual 
turnover. Tourism brings in over 25% and SBM is at the heart of this.

Founded over 150 years ago, SBM has a monopoly concession to run 
Monaco’s casinos until 2027. It also owns an 18-hole golf course, opera 
house, tennis club, five luxury hotels, including the lavishly opulent 
Hôtel de Paris and Hermitage, 23 restaurants (with seven Michelin stars 

between them) and several nightclubs, including Jimmy’z, where a 
glass of water costs over €35. SBM is Monaco’s biggest company and,  
in short, it is the leisure business in the principality.

SBM is 69% owned by the state with the remainder quoted on the 
Paris bourse and 5.4% in the hands of the Johnson family, best known 
for its Fidelity investment funds. Profit margins are minimal due to 
the massive annual expenditure required to run its historic assets and 
2,800 staff. Last year, SBM made €8.3m profit on revenues of €318m, 
of which the company’s chief executive Bernard Lambert says: “Two-
thirds come from casinos and one-third from hotels. We are looking  
to get 50-50.” The new hotel will go some way to addressing this.

In Monaco, marble-tiled underground passageways and classical 
music piped to public pathways is the norm, but the 334-room Bay 
Resort still makes a splash. Dripping with glitzy touches such as 
a casino with 150 next-generation fruit-machines, Europe’s first 
sand-bottomed swimming lagoon and a fountain choreographed 
to classical music, the hotel is sure to become a second home 
to Europe’s nouveaux riches. Lambert expects to get 40% to 50% 
occupancy after six months, and crucial to the new hotel’s success 
is its price point.

Another key destination for business traveller, playboy and 
tourist alike is the Hotel Metropole. Situated just a short walk 

Monaco’s banking community has an  
interesting relationship with France – it 
is regulated, but not strictly if you have 
no French ties. There are more than 70 
banks and financial institutions manag-
ing €49bn. The legislative framework is 
stable and is regulated by the Bank of 
France, and Monaco’s legal system is 
similar to that of France. 

Only French nationals pay income tax 
in Monaco; it is owed to and collected by 

Banking bedrock
THE ROAD TO CITIZENSHIP IS PAVED WITH TAX BREAKS

the French state. However, all remuner-
ated employment in Monaco is subject 
to significant social charges.

A permit is required to reside in Mo-
naco. To obtain one of these, would-be 
expatriates must demonstrate suf-
ficient income to support themselves 
and dependents during the intended 
period of residence. Applications  
take 45 days to process. After a series of 
longer and longer permits are granted, 

citizenship can be applied for. However, 
this takes a total of some 15 years.

The tax benefits of residence, as in-
dicated, are considerable, and the 
following institutions are among 
those which offer quality, low- or  
no-tax products to those having the requi-
site status: UBS Wealth Management, SG 
Private Banking, Barclays Bank Monaco, 
Coutts & Co, Credit du Nord, Bank Von 
Ernst, KB Luxembourg and Credit Suisse.

away from the Gran Casino, its recent complete refurbishment and 
opening of a superb new gourmet restaurant typifies Monaco’s 
determination to be at the cutting edge of business and pleasure. 
With Cristophe Cussac as chef de cuisine and the world-famous Joel 
Robouchon as expert guide and consultant, the new restaurant 
offers superb sea views and a bird’s-eye view of the (in)famous 
Formula 1 grand prix circuit.

MONACO HAS MOVED FAR BEYOND THE GRACE KELLY ERA.  
In an effort to attract a younger clientele, the Bay Resort will have 

The numerous tax exiles have 
pockets deep enough to afford trifles 
such as a €16,000 bottle of 1982 
Petrus at the Hôtel de Paris
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an average room rate of €250. “We wanted to bring a new facet to our 
current range of products,” explains Lambert. “The other ones are 
more four-plus and five-star palaces. The Bay Resort was positioned 
as four-star because we need to be more accessible in terms of rates 
and convention business. Also, there was a need for a hotel for 
families,” he says, adding: “The hotel has unique facilities and we 
know that this is exactly what the Italian market likes.”

The Metropole, which has hosted the likes of Claudia Schiffer, 
Britney Spears and Sting, is a little pricier and exemplifies the true 
luxury that the principality can offer, with rates starting at €355 
for a double room, rising to €1,250 for a “luxe suite”. There is a tier 
above that at the hotel, but prices and rates for the Suite Carre d’Or, a 
penthouse suite, are only available on demand.

Italy and France each provide around 16% of SBM’s guests, with 
the greatest proportion, 19%, coming from the UK. But SBM’s biggest 
black mark is the American market, which brought in around 40% of 
turnover and around 25% of visitors before September 11 and the war 
in Iraq. This business has been cut in half as more Americans place 
their chips in Las Vegas instead of Monaco.

A graduate of the Nice hotel school, Lambert was hired in 2002 as 
SBM was in the throes of a redevelopment plan to win back tourists 
following years of losing out to Las Vegas. 

The Grimaldi Forum, a 35,000-square-metre conference centre 
catering for large-scale meetings, was built in 2000 to bring in 
corporate guests. Armed with a €4.5m government grant for 
exhibitions and shows, its halls, with their sweeping sea views, 
were soon packed. This led to hotels in the area turning away 
business for almost 40 weeks every year and so the Hermitage was 
given a €30m development, adding an extra 63 rooms. But Monaco’s 
biggest returns have been gained from its expansion into the sea.  

IN 2002 A NEW 352-METRE PIER WAS TOWED INTO MONACO’S 
famous harbour to be attached to its extremities. And although 

The working wealthy
WHAT MAKES A LUXURY RESORT TICK

With its focus firmly set on catering for business and pleasure, two of 

Monaco’s mainstay industries are tourism (25% of GDP) and banking 

(13% of GDP). Among the effects of this is a highly skilled workforce.

The Méridien’s two new futuristic towers

Employment of the salaried population (% pop.)
Services 45.93 

Tourism 18.02 

Commerce 11.87 

Industry 9.53 

Construction 7.66 

Banking and finance 6.99
SOURCES: CCSS/EMPLOYMENT SERVICE

 

Resident working population by job type
     Men Women

Employees 2,501 2,611 

Top management 1,983  676  

Entrepreneurs, merchants 1,479 504 

Middle management 670 523  

Unskilled workers, labourers 271 34 

Others 739 709
SOURCE: 2000 CENSUS

the €260m project has only recently been completed, the effects 
are already being felt. The new pier was specifically designed 
for cruise ships and the number of stopovers is expected 
to sharply increase from 183 in 2004 to 311 in 2005. Holding 
huge cruise ships on the new pier further out at sea keeps the 
harbour cleaner and increases its yacht-mooring capacity by  
a third. The state’s next plans are even more ambitious.

Lack of space is so acute in Monaco, its railway station was 
relocated underground to allow construction of 150,000 square 
metres of buildings above. But the next wave of reclamation should 
put a stop to such short-term measures. In 2002 a treaty with France 
defined Monaco’s seaward extent and opened the door to a floating 
Manhattan-style island being built and connected to the mainland 
by a causeway of reclaimed land.

José Badia, the former government counsellor for civil engineering 
and social affairs, says: “The expansion of Monaco’s territory is part 

of future projects.” He admits that four feasibility studies are under 
way, looking into the construction of peninsulas, offshore islands 
and lagoons.

But as the state pushes the boat out further, it could have a battle 
on its hands closer to home. In response to the new hotel, Monaco’s 
independent hoteliers are improving their game.

In January, the Méridien opened its doors after a high-tech 
€17.2m renovation that saw two glass towers erected on the sides 
of the hotel. The 12-storey towers have three bedrooms on each 
level as well as a three-bedroom penthouse suite with 180º sea 
views and its own lift. It is a futuristic development yet again 
dictated by space. The beachfront hotel initially wanted to add 
extra floors but this plan was rejected, as it would have blocked 
the sea views of residents in the high-rise flats perched on the 
hills behind it.

Next up for change is Monaco’s 619-room Fairmont, the largest 
hotel on the Riviera. Recently acquired by Saudi billionaire Prince 

Alwaleed, it will get his Midas touch with a $50m renovation planned 
for the coming months. The Metropole, considered the top Monaco 
hotel in the 1940s, has undergone a similar process and added a spa 
to boot. Even Columbus, Monaco’s hip alternative to the Grandes 
Dames, is adding a penthouse.

AND IN 2007, SBM’S NEW PROPERTY COULD COME UNDER 
pressure as a 200-room mid-market Novotel hotel will open in a 
renovated city-centre building. But SBM still has a trick up its 
sleeve as it recently acquired The Balmoral, one of Monaco’s last 
low-quality hotels, which it plans to upgrade. “At the end of 2006 
we have plans to do a small hotel with 50 rooms,” says Lambert. 
But even though around 600 rooms are in the pipeline, supply 
may only just meet demand.

Monaco has a tiny total of 1,900 hotel rooms and Xavier Rugeroni, 
general manager of the Méridien, says the state is short of 600 rooms 
for a 12-week period every year. He explains that if there is an event 
being held in Monaco with attendees who can’t stay in a single 
hotel, the managers meet to decide on room rates. This prevents 
aggression between hotels and allows them to have an even balance 
of customers.

“There is competition between the hotels in Monaco,” he says, 
“but it is to benefit the destination.” It is precisely this attitude 
which has kept Monaco growing without losing quality, and it seems 
set to continue. 
Additional reporting by Martin Baker

No. of yachts on stopover
1999 2384 

2000 2913 

2001 2814 

2002 2922 

2003 3292 

2004 3829
SOURCE: SERVICE DE LA MARINE

Evolution of GDP 
(in € billions)

1992 4.70 

1993 4.95 

1994 5.05 

1995 5.31 

1996 5.50 

1997 6.20 

1998 6.81

1999 7.29 

2000 9.19 

2001 9.50 

2002 9.02 

2003 9.19
SOURCE: DEPT OF FINANCE AND ECONOMY

Leaps and bounds
THE SMALL STATE WHERE BUSINESS GETS BIGGER

There are four feasibility studies 
under way into the construction  
of peninsulas, islands and lagoons
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