
London has dominated global finance 
for so long now, that it is hard to ima-
gine a future where it does not head the 
Global Financial Centres Index. Never-
theless, such a future could well be the 
post-Brexit one. Brexit may turn out to 
be the shock that sets in motion one of 
those rare spatial reshuflings of finance. 
At least, that is what many on the con-
tinent hope. And what many in Britain 
fear. Of course, with negotiations not 
even having started yet, everything that 
follows is speculative, albeit of the infor-
med kind. 

A recent piece by Nicholas Véron nice-
ly sums up the fears.1 Due to historical 
competitive advantages (a financial 
centre extracting value from a global 
empire), London has developed into 
the key outward and inward link to 
and from the EU for every major ban-
king group, asset manager and financial 
service provider, so the story goes. That 
is why it houses subsidiaries of almost 
every global bank, and why every global 

1   www.prospectmagazine.co.uk/features/capi-
tal-flight-london-economy-brexit-business

auditor, law firm, lobbyist, media group 
and exchange organisation carries at 
least one London address. 

Brexit will damage all this, thus Véron, 
mainly by endangering the passporting 
rights of London based banks and asset 
managers. While this may impact di-
rectly 15-25 percent of financial activi-
ty only, since large banking groups will 
be confronted with the strategic choice 
of remaining in London while moving 
parts of their European activities else-
where to obtain passporting rights or 
keeping the bank in tact by moving eve-
rything overseas, Brexit could seriously 
harm London‘s global position. Véron 
envisages a future for London similar 
to Tokio: „highly developed“ with „re-
spected institutions“ but „too insular to 
maintain itself in the truly global leader-
ship league.“

A different view was recently propoun-
ded by Saskia Sassen.2 The author of 
„The Global City“ pointed out that 

2   www.ft.com/cms/s/0/0ba694ba-4a9f-11e6-
8d68-72e9211e86ab.html#axzz4HNgND9ip

even modern, digitized markets rely on 
infrastructure (mainframes, optic fib-
re cables, law, regulation and clearing 
and settlement – the „plumbing“) and 
networks that serve as spreaders of in-
formation and expertise and as venues 
to vet newcomers‘ trading norms and 
keep everyone on the „straight and nar-
row“. She stressed that all of this is the 
outcome of path depencency, which 
is historically contingent and hard to 
copy. Markets, thus Sassen, are not like 
firms. While firms can easily move their 
headquarters, markets tend to stay whe-
re they are: „The City is such a market.“ 

If one looks at sectional data provided 
by TheCityUK3, it is clear that London‘s 
global leadership confirms Sassen‘s 
„market“ argument. As Table 1 (page 
2) illustrates, London is global market 
leader in a number of key financial mar-
kets. Each of these markets relies on a 
combination of specfic infrastructures 
that London and/or the UK has to of-
fer, which are impossible to replicate by 

3  www.thecityuk.com/research/uk-frps-challen-
ges-and-opportunities/
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other jurisdictions and will hence sur-
vive any Brexit-shock. International fi-
nance and global trade, for instance, are 
written in British common law, explai-
ning why London dominates both cross 
border lending and marine insurance. 
Brexit is not going to change that.

What is more, as Jan Fichtner has 
shown4, American „structural power“ 
is partially based on finance and largely 
projected through London. The interlin-
kages between Wall Street and The City 
are tight and have only become more so 
during the crisis. Using data from the 
Bank of International Settlements (BIS) 
and other supranational agencies, Ficht-
ner has painted a composite map of 
global finance, highlighting, as figure 1 
shows, the central position of New York 

4 Fichtner, Jan (2016): Perpetual decline or per-
sistent dominance? Uncovering Anglo-America’s 
true structural power in global Finance. In: 
Review of International Studies. doi:10.1017/
S0260210516000206.

and London, allowing both to generate 
substantial rents from the financial ser-
vitude of the rest of the world. Again, it 
is hard to imagine that US elites would 
willingly forego these sizeable rents and 
allow the EU to leave its sphere of finan-
cial influence. 

Which brings me to my final point. The 
spectacle of European politicians again 
competing for the imaginary financial 
spoils of Brexit a mere nine years after a 
crisis which clearly demonstrated the to-
xicity of big finance, is a sordid sight in-
deed. A growing number of studies has 
indicated that big finance hurts rather 
than serves the real economy. The City 
through its sheer size and political po-
wer has made the UK economy highly 
dependent on debt-driven growth, as 
research by Ertürk et al. has demonst-
rated5. Figure 2 shows the importance 
of housing equity withdrawal for the 

5 www.cresc.ac.uk/medialibrary/workingpapers/
wp101.pdf

performance of the UK economy. It il-
lustrates that big finance tends to be a 
powerful driver of mass financializati-
on, resulting in huge macro-economic 
vulnerabilities. 

Moreover, the tax income generated 
by The City, also mentioned by Véron 
as a reason to be fearful of Brexit („in 
the year to March 2015, the City paid 
£66.5bn in tax, equivalent to almost two 
thirds of the national education bud-
get“), has proven to be largely illusory if 
one subtracts the sizeable public costs of 
financial crises. One would have expec-
ted politicians post-crisis to no longer 
treat financial centers as geese that lay 
golden eggs. Apparently that‘s a lesson 
the next crisis will have to teach them.

Ewald Engelen 
Professor of Financial Geography 

University of Amsterdam
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i.  The UK FRPS industry is a national asset

EXHIBIT 5

The UK has a leading position across a broad range of globally mobile financial services businesses (2/2)
Share of the global market, % 

1 % of cross border liabilities as of Q2 2015 (BIS)          2 % of offshore wealth as of 2014 (BCG Global Wealth report) 
3 % of global asset management revenue pools in 2014 (McKinsey Global Banking Pools)          4 % of aggregate capital raised in 2015 (Preqin)   
5 % of global hedge funds Assets under management (AUM) in 2014 (McKinsey Global GrowthCube database)
6 % of gross marine insurance premiums written globally in 2014 (International Union of Marine Insurance IUMI) 
7 % of gross reinsurance premiums written globally in 2014 (London Matters 2014 report by London Market Group (LMG) and BCG)
8 Data not available – China does not report cross-border lending figures to BIS

18

20

4

7

3

3

5

n/a6

7

11

n/a

n/a

n/a

10

5

n/a

57

6

3

3

5

<1

1

3

66

9

1

3

1

3

4

3

67

10

1

<1

5

1

2

<1

6

29

4

3

7

1

1

8

Cross-border 
lending1

Corp. Banking

Cayman Isl. (7%), 
Switzerland (6%), 
Ireland (5%)

Market leader

US

UK 

Germany

France

Japan

Singapore

Hong Kong (HK)

China (ex HK)

Others Switzerland (25%),
Caribbean &  
Panama (13%),
Channel Islands  
& Ireland (13%)

Switzerland (4%) Bermuda (14%), 
Switzerland (14%)

17

16

24

2

4

2

<1

3

Offshore wealth 
management2

Investment Management

Asset 
management3

Private equity4 Hedge funds5 Marine 
Insurance6

Insurance

Reinsurance7

EXHIBIT 4

The UK has a leading position across a broad range of globally mobile financial services businesses (1/2)
Share of the global market, % 

1 % of aggregate non-domestic revenues from ECM / DCM deals between 2012 and 2014 (Dealogic, Wind Info, Thomson Reuters, Prime)
2 % of gross worldwide M&A revenues in 2013 where the locations are either target or acquirer for a deal (Dealogic)
3 % of Over The Counter (OTC) global turnover for foreign exchange in 2013 (BIS) 
4 % of Over The Counter (OTC) global turnover for single-currency interest rate derivatives in 2013 (BIS) 
5 % of value of share trading in 2014 in the equity exchanges in each location e.g., NYSE and NASDAQ for US (London Stock Exchange, World Federation of Exchanges)
6 The China Securities Regulatory Commission did not allow foreign IPOs between 2012 and 2014 (data period for ECM figures)
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another asset price cycle led by housing.  A recent IPPR report raises some questions about 
housing led cyclicality, but the political preconditions for another cycle remain favourable with 
all front bench politicians supporting home ownership and Ed Miliband publicly worries about 
frustrated first time buyers (Financial Times, 23 May 2011).  So, in due course the UK could 
easily have another round of unproductive GDP growth driven by asset prices because, 
whenever credit is cheap and available, house prices will rise and equity withdrawal will feed 
consumption which delivers GDP growth via imports.  Exhibit 10 below presents the basics of 
what happened in the last two cycles under the Thatcher and Blair premierships when the 
nominal value of housing equity withdrawal was larger than the growth in GDP.  A Bank of 
England study (2004) admits, after examination of survey data, that between 40-50% of (gross) 
housing equity withdrawal became consumption demand.   

Exhibit 10: Total UK Equity withdrawal and as a share of UK GDP (%) 
(Equity withdrawal relates to sterling withdrawals and is in 2010 prices) 
 

 
Source: Bank of England and ONS. 

 

(b)  The old settlement model for redistribution by government is irretrievably broken 
because its precondition is large and growing central government expenditures to 
support the ex-industrial regions.  

Fig. 2: The debt-driven real estate-based growth model of the UK 
(Ertürk et a. 2011)

not simply merged the data of the three visualisations, but added missing values. For example,
China does not appear in the visualisation of banking claims. The international banking relations of
China (as reported by the other jurisdictions), however, appear in Figure 12. I have also added India,
which has not been large enough to appear in any of the three previous visualisations, because it is
widely believed to play an important role in the future. Data for Jersey and Guernsey (historically
treated as ‘Channel Islands’ for statistical purposes) have been merged, because each on its own is
too small to appear here, seen together, however, they play a larger role in global finance than India
or Finland.

Figure 12 represents one of the most complete visualisations of cross-border global finance to date.
The graph clearly shows that Anglo-America is the undisputed core of global finance, with the
US-UK axis being the largest private bilateral financial relation on the planet with almost US $4.7
trillion. Japan is strongly integrated with Anglo-America and US-Japan financial relations represent
the second largest bilateral connection (US $3.7 trillion). The following ten largest bilateral relations
all involve the US or the UK – the only exception is China-HK on place six with US $1.6 trillion.
The vast majority of countries have their largest bilateral financial relations with Anglo-America –

the few exceptions are Austria, Belgium, Denmark, Finland, Italy, and of course China-HK. Thus,
the contemporary system of global finance is unequivocally hierarchical with Anglo-America
constituting the centre around which virtually all other countries revolve. Even if domestic political
elites of European or Asian countries wanted to distance their economies from Anglo-America, it
would be extremely difficult for them to escape the enormous financial gravity of the centre. The next
subsection provides indications about how the shares of different countries in global (financial)
wealth have developed since 2000 – regarding who has benefitted most from the system of global
finance shaped by Anglo-America.

Figure 12. The big picture of global finance in 2012.
Source: Author.

Jan Fichtner
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Fig. 1: The big picture of global finance in 2012  
(Fichtner 2016)

Table 1
UK‘s position in financial servi-
ces businesses
(TheCityUK 2016)
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