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Masters, Wardens, Fellow Liverymederemy Gofait was an inquisitive thinker. hbugh |
met him late in life, we enjoyed many conversations and disputations on the auditing,

accounting, and actuari al professions, espe
City was pal pabl e. | 6m del i g hitey Compamiast t he
chose to honour his memory with this i nauc
Rhetoric?o, and humbl e d addrdss this dhallehgang &picb e e n

intimidated even given the knowledge of the
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The topic raises basic questions. What is forev@¥Rat is London? What is reality?
Along the way we shall compare London with other cities and ask how some current
rhetoric can be made reality.

What Is Forever?

Jane Jacobs publishé&ities andthe Wealth of Nationsin 1984 Although primarily a

journalist, Jacobesriticisedusing nations as ¢heconomianit of analysis. She insisted that
cities are the true generators of wealth. f
for everypody only because, and only when, t hey @
economists who agree with Jacobs have stru%gled with cities as units of analysis.

Ozymandias Is Eternal

K [1375 Catdan Afars of $e known world (mapsmund), deasam by Abraharn Cresquess of Maslorca] ‘
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It is an odd observation, particularly if vy
and higory books, that w are woefullyignoranton how cities form and grow, and how

they die. Financial centres do rise and fall, from Amsterdam to Zanzibar. Karina Robinson,
Junior Warden of the International Bankers, referred me to the fall of Alexandriglaisal

centre. Thel375 Catalan Atlas of the known world by Abraham Cresques of Mallorca has

an inscription: AThis | ord is Musa Mal.
country that he is the ri chesMusadaled fromo s t n
Ti mbuktu in todayds Mal.i

Mogadishu, Somalia and Medellin, Colombia amailar in size to Manchester. Mogadishu

is a stark reminder of what can happen to a city when basic infrastructure and services break
down.YetMe d e | | i n énof tyoanplianl hastmioved from violent dystopia to a place
where urban planners seek fresh ide@ke archaeological evidence indicates that London
itself struggled for five centuries from the 410 AD departure of the Romans till the late
Anglo-Saxon pend, perhaps 950 AD.

Professor Michael Storper, an economic geographer at UCLA, summdesexyraphic
change since 1980, Athe economy became mor e
parts of metropolitan areas; regional inequality increased in ocoosttries; some regions

gained in income and employment, others lost people or had declines in their economic
success; inequalities between persons increased in many countries; successful people
migrated to certain regions and left others; a major wavelabalization occurred,

increasing the economic specialization of ¢igions all over the world; this made some
regionsverymultc ul t ur al , htipu/luskinelb.eda/petsan/miatlesforper]

L o n d ogetantdive centuries of success are due to a sustainefluemce of several
factors, somé& acci dental 6 ones being maritime | oce
wars, and the rise of the USA over the past cent@nticism of shortterm City thinking is

not new. Abraham Ricardo, father of famous economist David Ricardo, remarked in 1814,
AThey consider mor e, the immediate effect
consequdncvweosulod e mphanstiesnet i ® nshdd dasth® dbusihessr s ,
environment, a trading culture, and the rule of law.

The City of Londordb s magi st er i al chronicler, Davi d K
Aithe pattern is clear enoughEuwmde bexomiigpans h o i
untenable base for business and a o6pull &6 ir
existing in London to maximise the trading or trdish@ncing potential of distinct areas of

| ocal knowl edge. 0 O memaskrino 10 hAeril 1 §4a86ss v Blo rsntirn
Chronicl e, AEngl and has only to be quiet, é

These days we may need more than accidental success.

What Is London?
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Whatls London? Hop To It!

158 Lombard Street - site of Sir Thomas Gresham's galdsmith business,
A en Martns Bak, later atwoorbed into Bardays ] y |

London is the capital and most populous city of England #ed United Kingdom.
Founded two millennia ago by the Romans, it is geographically uninteresting except for
being on a large island and having an extensive tidal rivegynasual characteristic in
Europewhere only the Elbe is similar to the Thames ifesca

L o n d enané&ipal population (corresponding togater Londonpf 8.8 millionis 13.4%

of the UK populationthe largest ofiny city in the European UniorAfter Paris,London's

urban area is theecond most populous in the EU with 9.8 milliohabitants in the 2011

census. The city's metropolitan area is the most populous in the EU ®dthmillion

inhabitants The Greater London Authoritgutsthe population of the cityegionas22.7

million, 35% of the UK population. From 1825 when Londavertook Beijing, to 1925

when it was overtaken by New York City, Lon

London is a leading global city in the arts, commerce, tourism, transportation, education,
entertainment, fashion, healthcare, media, scienc®egsional, business, and financial
services. London's universities form the largest concentration of higher education institutes
in Europe. It is the world's mastsited city by international arrivals and more than 300
languages are spoken in the oagi
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Careful Of The Rhetoric
- "
COMPARISON
p i .
. T \ o3 % .
) g=i
S ST
L
= o
Hamburg Metropolitan Area London lle de France (Paris)
. *~ 5.0 million inhabitants ¢ ~14.6 million inhabitants « ~12.5million inhabitants
* GOP:US5185.544 bn = GDP: US5835.000 bn *  GDP: US$715.000 bn
. GDP per capita: * GDP per capita: *  GDP per capita
USS$ 42,522 (2012) USS$ 57,157 (2014) USS 57,241 (2014)
| Y |

Londoris largest industry is financéver 100 of Europe's 500 largest companies have their
headquarters in central London, along with over 480 overseas banks, more than any other

city in the world. It is the world's biggest currency traduegtre, accounting for some 37%

of the $5 trillionaverage dailyglobal volume. Over 85% othe employed populatioof

greater London works iservices. Thdinance industry is basad two Central Business

Districts the City ofLondon's ancientcore6 s qu ar e mi |fadldwing rdedi®&al s q k m)

boundaries, and Canary Wharf to the east.
4 ) |

To Know Is To Measure

| often say that when you can measure what you are
speaking about, and express it in numbers, you know
something about it; but when you cannot measure it, when
you cannot express it in numbers, your knowledge is of a

meagre and unsatisfactory kind: it may be the beginning of
knowledge, but you have scarcely, in your thoughts,
advanced to the stage of science, whatever the matter may
be.

(Lord Kelvin)

| N |

What Is Reality?
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You can feel the slipperiness in the- numbe
r e g i Srwadliam Thomson, better known as Lord Kelvaaid

AWhen you can measure what you are ¢
and express it in numbers, you know something ab@ut it
[Lord Kelvin, Electrical Units of Measuremeriv¥olume 1, 188B

nwe manage what Petela Qlagkansader us ovondetbout measuring

6Downt owno. When you think about measuri ng
smells, taste, speedylfution, opportunity, danger?
r Y

Measuring Cities

TERRY PRATCHETT

E DISCW

FHE
COMPLEA']

ANKH:MORPORK

A V|

Sir Terry isBwordtfanthses featuie LoBdon doppgéanger, Ankh Morpork.
Sir Terry summed up his faux London well:

AnAs full of |l i fe as an ol d cheese on a h
as loud as a curse in a cathedral,

as bright as an oil slick,

as colourful as a bruise

and as full of activity, industry, bustle and sheer exuberant busyness as a dead dog

on a termite mound. 0

David Boyle points out inThe Tyranny of Numbers we ar e often fAexact
least interesting things, but silent on wider and increasinglp br t ant David ut hs .
Boyle, The Tyranny of Number s: Wh yFla@iogo 8000, ng Can
page 13].
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What Is Reality?

f

THE M EASURE
OFREALITY

Qu .1‘;?':\ ation and Western Society
|

12501600

\LFRED W. CROSEB)Y

A V|

Alfred W Crosby is a distinguished historian wadvances an interesting thesis on why a

bunch of tiny squabbling nations on the fringe of a continent with few outstanding natural
resources, having squandered centuries of their own sweet time emerging from the collapse

of their last empire in the fifthentury, could take on and dominate massive empires east

and west from 1500 till the end of the 20th centuHis book The Measure of Reality:
Quantification and Western Society, 12B80Q attributes Europeasuccesso an explosion

of quantification in numerous fields ranging acrossme, space, mathematics, visual
perspective, music, painting, and even bookkeepi@yr os by Europeds frag
competing citystates were a source of strength, not weakness. Having to handle a diversity

of approachesst met r ol ogy, differences in the |l engt
and measures, different coinages, led to a better facility and understanding of measurement.
For Crosby, theRenaissanc&Ve s tolisession withmeasurement was fundamental t® i

success.

I canodnecr @ i sme as ur e méhy tid Sherlack Holhmes meeasurdi the
Monopoly board? T o s eC#tiesiarethetbésteunggpfacooeomiwa s a
analysis, unique combinatisnof residential, industrial, business, daradministrative

activity, distinguished from other human habitations by a combination of population
density, social importance, and legal status.

You Candot BC@amksPast Ci ty
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Ghosts Of Clocks Past

ey .

Salisbury Cathedral clock, 1386

| 6ve heard metaphors comparing ci trigiees, t o
temples psychic prisons, even as musical harmony or discordance, symphony orchestras or
jazz bands. Clocks are a particularly strong measurement metaphor. When @sdon
founded, sundials, clepsydra (water clocks), or candle clocks were the best technology
available. Clocks and their bells and towers were enormous social projects, proliferating
throughout Europe somewhere around 1270. Salisbury Cathedral hasackiell since

1306, and its current one, dating from 1386, is the oldest working clock in England.
Cockneys are those born within the sound
and L e mona $0severhl church bells. Until December 20ll6ndo n ®ldest
business was the Whitechapel Bell Foundry for church bells dating to 1420, which cast the
Liberty Bell and Big Ben. Cities with clocks and bell towers hacheasured beat of
commerce. We could meet in the market at noon, not some vagud idehday. Contact
intensity grew. Efficiency and innovation increasedCities achieved better economies of
scale.

From the & century guildfocused on measurement and qudlithe pendulum of trade in

the City swung to the beat of volumes and laegiveights and hall marks. One of the most
significantcontributions that guilds madeasbuilding a common wealth d&howledge. No
longer would arcane technological advances die with their inventors, knowledge would be
logged and, througa system of gpenticeshippassed on to future generations.

Londonds financi al h iestty ofrforeigm mdrchaats argleast h e
Following the expulsion of the Jews in 1290, King Edward | provided expensive land at the
heart of the City fogoldsmiths from Northern Italy, hence Lombard Street. Imatgiday

we wanted to attract Russian commerce and renamed a major Cityirstileeit honour,
perhapsRussia Rowi o h  we 6 v e alckady abouttl00 anetresastfrom this Hall

The ltaiansmade t hei r mar k, from coining (sic)
cash, debtor, creditor and ledger, as well as pound sterliiggl (librae solidi denari).
Moves toward modern banking followed repeal of the usury laws under Henry VIII and
further liberalisation under Elizabeth I.
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A Man, A Plan, Buy A Panama

'
(‘\\l‘.l (n|“,h-|u’|l-‘l' tae Py al ¢ xochua v ¢ L 5

'\,/"

First Royal Exchange (1569 —1666)
A V|

At the risk of seeming to pander to a City audience, | want to dwell for a moment on the
innovation that the Tudor merchant and Mercer, Sir Thomas Gresham, imported from the
Low Countries, the bourse. Londoners knew how to trade physical gaitimgsgate for

fish, Smithfield for meat, Leadenhall for poultry, Spitalfields for general foods. But in 1565
Gresham opened a London version of the Antwerp bourse, known as the Royal Exchange.
For the first time, London had an organized market where intaniiolgs could be sold,

such as shares in ships. The concept is astounding. You just go and meet people and do
business with t he mphgsibatlyetist sudhiasnagsharetirhaavbyage o n 0 t
From this invisible trade sprang securities, insueanmommodities, foreign exchange,
futures, and options.
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Tempus Rerum Imperator

Marine Chronometer H5 by John Harrison
Clockmakers'Museum

A V|

The Worshipful Company of Clockmakémotto underscores our metaptiofi T e mp u s
Rer um | mitimeisathe@omomander of all thimysTo see the Ghost @flocksPast,

we can visit the wondeful museum and explore how a woibeating (sic) industry
thrived, giving us longitude, dominion of the seas, and manufacturing precisian.
brushstroke history of financial London meven to the Huguenots, the Empire, the
Germans,world wars, the Amerians and Eurobongthe computerghe Asians.

Clocks Present

V D |
Ghosts Of Clocks Present

A [Souwrce: Gensler - London  Stock Exchange] Y |
The Ghost of Clocks Presemhoves from Big Bang electronic markets in 1986 to trading
todayin less than a millisecondA val i d question in todayods I
© Z/Yen Group Limited, 2017 Risk/Reward Managers
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telecommunications is why do people need to meet physicaly® an international
financial centre grows in fame, aspiring financial servicessgdkers begin their careers by
moving to the international financial centre, further reinforcing its reputasoa place to

go to find suitably qualified staff. Studies show that experienced international financial
staff significantly outperform regional financial staff trying to do international work.
Productivity in global financial centres is higher thagioeal financial centres, despite
significantly higher salaries.

You might think that 24/7 online ought to displace physical financial centres. The joke
goes, il saw a bank that said it offered 214
much t me Teohnology too forces proximity. ast monthmy firm announcea trillion
transactiorperday mutual distbuted ledger (aka blockchain) with the National Physical
Laboratory. High frequency, or low latency, tradingeinforces clustering around
esablished exchange locations.

Physical proximity matters in many markets, efficiency, less miscommunication and faster
decisions to name threeasons Despite online chat rooms and instant messaging;tdace
face contact remains core to many financiahsactions.To quote a participant from one of

Z/ Yenbds studies:

AYou can acces§international financial marketsjffrom anywhere nowadays: but
thereds a personal factor which requires

Modern telecommunications are still rast trusted as physical contact. Physical meetings
l'imit information | eakage, while online you
top-secret negotiating point. Modern financial transactions involve bringing together a wide
range of skills at péicular pointsi the buyer and seller, their brokers and agents, their
lawyers, accountants, actuaries, surveyors, consuyltands public relations expertsAn

accountant working on a deal mentions to a principal an interesting company that becomes

the focus of the next deal. As the team grab a meal in a nearby restaurant, one of them
meets a col | eneaningtodalheybBde bheleamdy | i kAt t o 0D
of innovation is trying to replicateust, secrecy, and serendipawgline. Fysical fnancial

centresmay bein danger, but not yet.

Clocking The Future

© Z/Yen Group Limited, 2017 Risk/Reward Managers

41 Lothbury, London, EC2R 7THG 11/33 tel: +44 (020) 756B562
United Kingdom WwWw.zyen.com



London Forever! Reality or Rhetoric?

Clocking The Future

The Ghost of Clocks Future are wound up insidecmmputernetworks. Every network

has a bat. We are networking our tax& our rental carspur homes& our drones, our

electrical systems We are networking our social and organisational structures via
Facebook, Instagram, and Snap¢heplacing a physical circle of friends with virtual ones.

Social status defined not by your postcode but by how many followers you inawéter.

We are even networking our money. Professor Albészl6 Barabasi at Notre Dame
University sees our future in networks, if nothing else because of resilience and robustness.
AMost systems displaying a hightare d eogoomae o f
feature: Their functionality is guaranteed by a highlfier connect ed compl ex

Marx and Engels referretb the idiocy and isolation o§imple rural life. A London
newspaper quip r om 1882 runs, i Why a mratedby nodrmoryn | ok e
newspapers? B e c a u s e Urtahcentres alomeatectidepcountiydide. j o k e
But dties canbe nightmares of dark alleys, filth, squalor, disease, poverty, and crime.
According to the IMF, one in seven urban dwellers livesnnurban slum.Despite the

fortunes sometimes made here, soberingly, until tHe @tury more people dieih

London than were born hereOne big change in the past century is that cities are now

places to live, not die.

© Z/Yen Group Limited, 2017 Risk/Reward Managers
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We Are All Cityzens Now
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In 1800, only 3% of thelgbal population lived in cities. Only two cities, London and
Beijing, had more than a million people; London, largely because of its unique renewable
transport system, the tidal Thames, was arguably the only city able to feed properly a
million people wé before railways. By 1900, 14% of the world lived in cities, by 1950
30%. We crossed over the 50% mark in 2008 and have over 450 cities with more than a
million people.

We persist in dreaming of bucolic rural I i f
holi days are you attracted t drbgnlummpaedseasy ou c a
of rivers of milk and roads of gold bring in the puntef@ities aregreener than rural areas

when populations are compared on carbon, water, waste, or energy footpgbntsdense
populations are smarter about resource usage and the triple bottom lines of commerce,
social weltbeing, and the environment.

| hesitate to pint to one cause of this raprekll-being but it might well be our starting to

control infectious diseases around the end of tH& cehtury, combined with railways,
increasingly better food storage and nutritidhe UN estimates that by 2050 75% oé th
earthés then 9 bil |l i onThipcermgntraton i stdrting tdoreakel i v i n
our definition of cities esier. | would paraphrase the US bank robber Willie Sutton for my
definition of a city in thdate21®centuryi i t 6 s whoplelve. t he pe
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World City Populations 1950-2030
Rt il |
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A city can be defined by its historic heart, its Royal Charter, its diocesan cathedral. London

has two cities, Westminster and the City of London. We lakier twin cities such as

Budapestand MinneapolisSt Paul Many cities - London awa New York spring

immediately to mind- have burst their boundaries and expanded by swallowing older

villages and boroughsMaps are commonly pulled out to illustrate one or other aspects of

cities, to give them outlines.

§ A city might be defined byitg over nment 6s ab ity to provi
control of territory, say th city walls o

8§ A city can be defined by planning, who ha
built, done or usedn such and sugbroperty.

§ A city can be defined by its ability to tax citizenslany cities, such as London, have
incomplete abilities to tax, while others, such as Los Angeles, are unable to tax their
greater metropolitan area.

§ A city as a network examinesconomic vlue-addedand social interactigras well as
air, land, & sea transportation, water, energy, wastdcommunicationgnfrastructure

How do we protect cities from fire, flood, diseaskmate change, economic cissesocial
and political egsily eompaee Ipglicies dnd omteomesdakeintormed
decisions? We can wind up ungepoviding, leading to poverty, disease, and ignorance, or
overproviding wastefully. We have time to raise just quicklyethillustrativeyet real
problems in measuring cities.
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Now Concentrate! All in one city...

A

o oersquarernide.com/20 1101 /1 856 e worlds-populason-ived-in-one-atw/]

A

How can we distinguish large cities from small? By surface area, many little known cities
are larger than many countrieéltamira, Brazil (population 84,000) is bigger than Greece;

KalgoorlieBoulder, Australia (population 32,000) covers more area than Ireland. At over
100,000 square miles, twice the size of England, the Chinese city of Hulunbuir in Inner
Mongolia is the | argest city 1in
[China] has a total population of more than 30 million inhabitants, fewer than 6 million

actually live in Chongqing city proper.

Chongqgqing is sometimes |isted a

appear

i n the top rung of wurban

t heqgmgor | d.

Depending on which classification is used,

goes rioevew o r | d 6
p-8lpul ati on

How do we analyse population density? Central New York is three times denser than
central London, but London is overall 50% denser than New York
[http://www.demographia.com/dbnlanypar.htih and thenmust anal ys e commut

effects on daytime densjtand so on.In 2013 The Economist argued that trying to revive
places like Hull, Middlesbraggh and Wolverhampton with lots of public money was foolish.

Peopl e

from Hul I pointed out t

hat Hul | 6s C

settlements on its fringes are excluded, and Hull appears poorer than it really is.

How can we include thendocumented consistently in our figures? Some 1 billion people

in the world are presumed to live in slums and favelas. And what might these numbers do

to our economic measures if we incldde 6 bl ackd or &égreyd econol
World Trade Orgni sati on routinely est
monetaryo.

i mat es- 25 %

Demographers typically use three terms to describe the extent of a city:

§ 0City

Yor kods

proper6 is the Il egally

fixed bounda

C i tsyfronptmedopnealrincadparatien of five counties into one city in

1898, today with a combined population of about 8.3 million, almost identical to
London. The largest city proper is Shanghai with some 23 million people, though some
believe that undeclare@sidents may bring that number up to thirty or more million.
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§ OMetropolitan aread is a densely popul at ec
sharing commerce, industry, and infrastructure. In the USA, they talk of 166 combined
statistical arem The New York, New Jersey, Connecticut and Pennsylvania Combined
Statistical Area has a population of about 24 million, while the GLA estimates greater
Londonds metropolitan area popul ation at a

§ OUr ban aggl omer at,inerols, oo megaplexisuar termtfor o n
contiguous built up zones which can span regions, states, or countries.

Another metric is megacities, those with over 10 million peopte1950, there was one,
New York. In 1985 nine, 2005 twenfive, today thirtynine megacities with Tokyo
Yokohama at the topholding nearly 39 million people@nd London at 28 with a
comparable 14 million.

Cell, City, Or State?

Cellular Automata

| A
Professor Saskia Sassen at Columbia University studies the denationalisation effects of
globalisaton and the increasing tension between nations and cidés.could discuss at
length the disproportionate influence of London or Paris versus more federal America or
Germany. She points to the complexity of cities being valued as nodes rather thangflaces
production, the intricate networks of immigrants and diaspora, as well as the way

information technology changes social relations. Analysing cities is more akin to analysing
ecosystems or biological organisms than any straightforward decompositigsiana

In 1665, Robert Hooke, a former Gresham professesc¢ribedcellsin cork trees Nearly

four centuries later, while &v know the components of cells, migranes, cytoplasms,
ribosomeswe canoét assembl e o nanother Geesham Rrdfesdors t o p h
along withFrank Lloyd Wright, Henry FordAlbert Speer and Buckminster Fullegll set

out grandiose city schersehat never came togetheCities are Frankensteins. Somehow

they come together, bute never quite know what agksthem to life.
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Networks Scale Power Laws
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The Santa Fe Institufends evidence of increasing returns to scale in city inventiveness and
creativity. Increasingeturns emerge from the fact that the value of connections rises with
the number of participants in the network amdw up agpower law$in the concentration

of petrol station®r speed of information disseminatiokach participant connecting to the
network improves their productivity markedly, while also contributing to the productivity of
those already connectedA thought experiment affirms the idea of network dféa i if

there were two workdvi de webs, woul dnot they be even

connected into one? And network dangersght they also be more vulnerable

Professor Geoffrey West atettSanta Fe Institute asks, "Why are large cities faster?" The
Boltzmann Constant relates particle energy to temperature of a gas. Is there a Boltzmann
Constant linking the energy consumption of a city to its social temperature or pulse rate?
How do wemeasure tolerance, diversity, innovation, resilience? | might suggest that one
measure is deahaking. Large cities are faster because people have more interactions per
unit as the city scales up.

More interactiondead tomore deals ananore need for structures to prevent cheating.
Structures that promote trust, clarity of contract, certainty of delivery, robust enforcement,
in short the rule of law. So deadsll in professional, business, and financial services. Thus
professional, busirss, and financial services activity can serve as a good indidatbe o

strength of o0deal maki ngé and temperature
Pulling Rank
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Financial Centres Research
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One can try to focus on 6globalé cities usi
and World Cities Study Group and Network at Loughborough University (see
http://www.lboro.ac.uk/gawc/index.htinhave spentalmost two deadesranking Alpha

World Cities- New York City, London, Hong Kong, Paris, Simgae, Sydney, Tokyo,
Shanghai, Beijing as well as beta, gamma, aduast sufficienbcities.

Fifteenyears ago the City of London Corporation commissioned a study from the Centre for
the Study of Financi al | nnov ary haomto Lonild®i z i n g
from the UK remaining outside the etzonein 2000 That studyused interviews to
compare London with the leading global financial centoésNew York, Paris, and
Frankfut. This absurdlynarrow view of three competitors to Londprovokeda different

approach in 20058 muchwider index based on instrumental factors weightedalyobal
community of respondents ing statistical learning theory, th@lobal Financial Centres

Index.
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GFCl To Date
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3,159 Respondents

23 812 Assessments

|

On Mondaylast weekour firm, Z/Yen Group, pulBhed the 2% edition of the @obal
Financial Centres Index evaluating future competitiveness for 106 financial centres around
the world. The index is compiled using 102 instrumental factors provided by third parties
such as the World Bank, The Economistelligence Unit, the OECD and the United
Nations. The instrumental factors are combined with 23,812 online questionnaire
assessments from 3,159 respondents.

What stands out over the past twelve years is that the number of competitors eapldded
comhined with theremorseless rise of Asian centres to product a current top five of London,

New York, Hong Kong, Singapore, and Tokyo.
' _ _ _

D |
Headlines — Top Five
Mew York, London, Hong Kong, and Singapore remain the five leading global
financial centres despite falling in the ratings.
|
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Finance only exists to suppor t Mitdné&riedmare a | ec
points out t h atdnt simglehcentrainfacs &bout anfpee market is that no

exchange takes place unless both patiesn e f i t . 0 But peoipdne cheat
is built on twopillars; 6 mi st rust 06, i f we t rtuneed émdncid ach o
intermediariesand 61 ever agebo, fractional reserves i

Regulators are therefore concerned with protecting customers and controlling the money
supply.

GFCI 22 showedhat almost all najor financial centres followethe downward lwh of

London and New York in GFCI 21. In the top 20, only Frankfurt rose, quite significantly

due to many London bank announcements of headquarter moMas. telling tumble

among financial centres is due too, fiesaorlsa toivoer
rhetoric damages perceptions of future US trade, while Brexit rhetoric harms perceptions of

UK and European tradelacobs was right, cities are the unit of analysis, and commerce and

trade drive them, and in turn their professional, bissinend financial services.

Flights Of Finance-e

r _ |
A Recognised Taxonomy @

Areas of
Competitiveness
Business . Financial Sector
) Human Capital Infrastructure
Environment Development

— . Depth and .
PoliticalStability Availability of Built Bre‘;dth of City Brand

and Rule of Law Skilled Personnel Infrastructure Industry Clusters and Appeal

Institutional and

Requlat Flexible Labour ICT Availability of Level of
eguiatory Market Infrastructure Capital Innovation
Environment
Macroeconomic Education and Transport Market Attractiveness
Environment Development Infrastructure Liquidity and Culwral
Diversity
c Taxand Cost Quality Sustainable Economic Pgéjiiinopnailrrwagﬂv\\l/ﬁh
ompetitiveness of Life
Development Output Other Centres
A A
Our studies sketcholtow t o build a financi al centr e,

factors into five categoriesbusiness environment, human capital, infrastructure, financial

sector development, and reputatiofhere is no single killer factor or category of factor.
Cribbingf rom Tol stoy, nal | ;likep peed td denelop factss ar e
simultaneouly. However, once the infrastructure is in place, the people are educated, the
financial sectors function, and there is a good reputation for safety and fun, the leading
factor category is the Abusiness endingr onmen
guality of regulation, press freedom, aodirruption, rule of law, tax certainty, ease of doing
business, and so on. These are all hamieasure, softer factors, but they are the crucial

ones.
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Boswell relates a story of Samiue J o h Beth@ askd byia young nobleman what was

become of the gallantry and military spirit
Lord, I 61 1 tell you whathehaci thye ctoanel owdk iftar
[Jamres Boswel | | ﬁﬁ’hsohjbeb,SHmu:érJ& Br os

Business Environment Trumps

Factor Order

——

GFCl Area of
Interest

i —Business Environment

! Reputation
—Infrastructure
—Financial Sector
—Human Capital

| N |

There is nothing wrong wittgallantry in the city but when does boring shipping
transactionb e ¢ o0 me findned? g Raying for fuel? Fundingr insuringa vessel?
Reinsuring a fleet?The OECDoddly only definesoffshore financial centres starting with,
ACountries or jurisdictions with financi al
While the omission of normal financial centres from the OECD glossary strikes me as a

large oversightthe imgied definitionist h at Afinanci al centres a
concentrations of financi al financidl pespteithatn a | s ¢
matter.

The prevailing theory underpinning 1980s literature was that global financial centnes gre
from large domestic needs and concentration, thus the UK, then USA, then Japan. A 1990
consensus on the leading global financial centres would have been London, New York City
and Tokyo. So why does London ranktlo T o K ylesgiits theSJapaneseoaomy

being twice the size of the UK economy? A global centre is connected to the world not just
its domestic economyBut after a point a wellunctioning financial centre attracts global
financial transactions in its own right. | point to the facttthhave often participated in
deals in London that had no domestic commercial operation. A Chinese, Australian, and
Swiss deal concluded in Londonl cannot recall any New York deal without a US
commercial operatian So far, 1 might onlyclassLondon Singapore and Hong Kong as

truly global for all.

Measuring UpT The Common WealthOf Data, Information , And Knowledge
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Common Wealth
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Commonwealth is a f5century term meaningublic welfare gener al good or

The &commonwealthd or common wed comes from an old meaning of wealth Gasll-
beingd thus common welbeingd EdwardGlaeserat Harvard[1994] challenges the view

that accumulation and labour are the key factors in economic growth, emphasising rather
human capital and the flow of idetimt urban environments foster.

Cities are factories of the mind, driving innovation and providing opportunity. Another
Mercer, and a predecessor of mine at Broad Street Ward, Sir Dick Whittington, made the
stuff of legend, well pantomime anyway, whes& came to London to seek his fortumbis

too was not lost offerry PratchettfiPeople came to AnkNlorpork to seek their fortune.
Unfortunately, other people sought it tofSoul Musi¢ Corgi (1994), page 23]

Great networking projects are coopesate . ltdés no surprise that
drives most of the internet. Nor that péepeer technology is so strong. ee cummings
tells us,fbelieve me, dear, clocks have enoughtd.do | 6d | i ke tsemi | eave

liquid metaphor, blendingities, clocks, commerce, and networksties as data hydrants.
Cities have always been places that generate data, in vast quaMigebave seen great
examples of how freeing data for widespread use transforms our tuesic, books, films,

online courses. Another hydrant has been the United States Department of Defense
providing GPS, the global positioning system, freely, changing everything to do with maps
and transportation.

A common weal of data irrigates ideaBhe Royal Society could onlyave been founded in
a city. Intense clustering in cities presents urban dwellers daily with more opportdioities
decisions than some rural folk might have in a year.
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Start The Clock?
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A place with a lot of data becomes the transaction hub of chdicB.i g Deauseacd , t h

computing power to provide automatic insights into large or complex data sets, is the new
Big Ben. mod, energy, water, traportation, pedestrian movement, air quality, and waste
dataprovide raw materials for Big Hypotheses we can test and Begries we cadeploy

Datasharing createdealthfrom Corn Law returns anBills of Mortality. |1 &pdintto the

past decade where Transport for London created a lijdsant for trainand bus
information A number of innovative London firms playedthvthe data and turned it into
information on the smart phones you have in your pockietpefully switched oft today.
Freeing data made London a global centre for software development of public transport

apps.

Perhaps to entex city in future ourmobile app city passpowtill contract tosupply our
movement information to help transport planning. If | build a block of flatsll have to
provide ways of sharing energy, occupancy, or waste information with the city, which it
anonymises, storesnd then shares more widely. | can link up with neighbours to consider
new power or water treatment plants because | have the dalandnregistry,local
consumers, their needs, their usage patte@iges might timestamp and geostamp identity,
documeration, and agreement directories and excharibeste arecertainly liberty and
security issues, butur common wealth starts with data, then information, then knowledge,
and then, perhaps, even wisdom.

Avoiding Strategic Straightjackets
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Financial Centre Futures
Many Hand's Long Hand
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In 2011 Long Financepublishedfin Safe Hands?looking at four scenarios for financial

services to 2050.In Second Hand todaydés financi al service:
largely automated, current players will have largely disappeared, and many of the new
players will be based outside the OECD countri®$sible Hand sees the world trying to

tackle the global financial systemic risks through Washington consensus methods. The
homogeneous global culture is shtatm. Gold is thought to protect best againdatidty.

In Long Hand, financial services are organised around communities of affinity, many
spanning countries and regions. Assets are allocated by the market within a community and
intermediated by technology. Many Hands, financial sevices are aganised around city

states. Permits tovié or operate in desirable cityates are highly valuable asseWhile

the UK6s A73 Dbillion tr adagelgenpored viaslecdtranio m f i n
pipes, deals need fate-face trust to starand often to completeFor all financial centres

the ultimate challenge may be electronid trust can go electronic theall of the rules

change. Thalynamic world of Smart Ledgers (aka blockchains), Initial Coin Offerings,

and cryptocurencies is pe for discussion tonight, and points to Many Hands or Long

Hand.

So,what elsemight wediscuss?Three things:
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Planning versus Disorder

A 4

Planning versus disorder- There are two competing approaches to smgigs - the

Wizard of Oz and the Hippie Entrepreneur. The Wizdr@onsees smart cities as a super
connected, superentralised system, in which the Mayor hides behind a green curtain,
seeing all and controlling all in order to ensure the smooth running of the metropolis. The
Hippie Entrepreneur believes that data saotbe free, and smart cities give free access to

all civic data, so that a thousand innovative flowers can bldbaities are cecreated by
everybody, then great metropolises are abol
about accident as desigiVith too much planning innovation wanders elsewhere. London

was right after the 1666 fire to reject S
boulevarded London. The haphazard and serendipitous in cities creates opportunities for
positive change.
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Coopetition - Our competition are no foolsH e r e 2089 spaechby Miss Au King-chi,
Permanent Secretary for Financial Services aad'teasury, Hong Kong

fWhat é attracts investors and financial institutions to this city? The answer lies in our
fundamental strengths. These include our simple and low taxesg gty services; free

flow of capital with no foreign exchange controls, and a stable, fully cobledurrency;

as well as a free economy buttressed by the rule of law and an independent judiciary. Our
regulatory regime is on par with international standards; and our regulators are tasked to
ensure a fair, transparent and orderly madket.
[http://7thspace.com/headlines/321747/speech_by psfs_at hk_investment funds_associatio
n_3rd_annual_conference.himlYet we should coopeta Society las many ways of
resolving problemswithout finance Many of them are neither pretty nor progressive,
communism, niitary rule, legal prescription the roads to serfdomCities have a mutual
interest inshowing that competitive financial mges can cooperate and se#gulate to
deliverpolicy solutionshased on finance faocietal problems such as sustainability.

© Z/Yen Group Limited, 2017 Risk/Reward Managers

41 Lothbury, London, EC2R 7THG 26/33 tel: +44 (020) 756B562
United Kingdom WwWw.zyen.com


http://7thspace.com/headlines/321747/speech_by_psfs_at_hk_investment_funds_association_3rd_annual_conference.html
http://7thspace.com/headlines/321747/speech_by_psfs_at_hk_investment_funds_association_3rd_annual_conference.html

