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Highlights

• In the aftermath of the global financial crisis, the market share of US investment banks
is increasing, while that of their European counterparts is declining. We present
evidence that US investment banks are on the verge of taking over pole position in
European investment banking. Meanwhile, since 2015, Chinese investment banks
have overtaken American and European investment banks in the Asia-Pacific market.

• Credit rating agencies and investment banks are the gatekeepers of the capital
markets. The European supervisory institutions can effectively supervise the European
operations of these US-managed players. On the political side, we suggest that the
European Commission should continue to view its, albeit declining, banking industry
as a strategic sector. The Commission, the European Central Bank and the Bank of
England should jointly develop a strategic agenda for the EU-US Regulatory Dialogue.

• Finally, corporates rely on investment banks to issue new securities. We recommend
that the big European corporates should cherish the (few) remaining European
investment banks, by giving them at least one place in otherwise US-
dominated banking syndicates. That could help to avoid complete dependence on US
investment banks. 

Charles Goodhart is Emeritus Professor at the Financial Markets Group, London School
of Economics. Dirk Schoenmaker (dirk.schoenmaker@bruegel.org) is a Senior Fellow at
Bruegel and Professor of Banking and Finance at Rotterdam School of Management,
Erasmus Uni
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1. See for example com-
mentary by Martin Wolf in
the � #' � ' � #� %��#&� , �and
other recent coverage:

� #' � ' � #� %��#&� , (2015a,
2015b), Gapper (2015),
Oudéa (2015) and T" �

� � ( ' (&#, - (2015).

2. As suggested for example
by � #' � ' � #� %��#&� ,

(2015a).

1  INTRODUCTION

Europe’s banks are in retreat from playing a global
investment banking role. This should not be a sur-
prise. It is an, often intended, consequence of the
regulatory impositions of recent years, notably of
the ring-fencing requirements of the Vickers
Report (2011) and the ban on proprietary trading
by Liikanen (2012), but also including the
enhanced capital requirements on trading books
and other measures. The main concern is that a
medium-sized European country, such as the
United Kingdom or Switzerland, or even a larger
country like Germany, let alone a tiny country like
Iceland or Ireland, would find a global investment
bank to be too large and too dangerous to support,
should it get into trouble1. So, one of the intentions
of the new set of regulations was to rein back the
scale of European investment banking to a more
supportable level.

The European Union, of course, has a much larger
scale than its individual member countries. If the
key issue is the relative scale of the global (invest-
ment) bank and state that might have to support
it, could a Europe-based global investment bank
be possible2? We doubt it, primarily because the
EU is not a state. It does not have sufficient fiscal
competence. Even with the European banking
union and European Stability Mechanism, the
limits to the mutualisation of losses, eg via deposit
insurance, mean that the bulk of the losses would
still fall on the home country (Pisani-Ferry and
Wolff, 2012). Moreover, there would be intense
rivalry over which country should be its home
country, and concerns about state aid and the
establishment of a monopolistic institution. While
the further unification of the euro area might, in
due course, allow a Europe-based global invest-
ment bank to emerge endogenously, we do not
expect it over the next half-decade or so.

So the withdrawal of European banks from a global
investment banking role is likely to continue. That
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3. Governments and other
public sector bodies als
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Table 1: Market share of investment banks in EMEA (Europe, Middle East and Africa)
investment banking (in %) 
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1. JP Morgan US 6.5 7 6.4 8.5 8.7 7.9 6.8 7.9 7.3 7.5 7.6

2. Deutsche Bank Europe 6.2 7.6 7 6.9 7.1 7.4 7.3 7.8 7.8 7.6 6

3. Citigroup US 8.1 8.1 7.7 5.9 6.6 5.1 5.2 5.9 6.2 6.4 6.7

4. Goldman Sachs US 4.8 4.7 5.1 5.2 4.9 4.6 5.1 5.3 5.9 5.4 5.9

5. Bank of America
Merrill Lynch

US 4.4 6.9 7.1 6.5 6 5.6 4.8 5.1 5.2 5.8 6.8

6. Barclays Europe 6.8 7.2 6.9 6.9 7.1 7.6 6.8 6.7 6.7 6 6.4

7. Morgan Stanley US 4.5 5.1 5.3 5 5.4 4.5 4.2 4.7 5.1 4.9 5.1

8. BNP Paribas Europe 5.4 5 5.2 5.5 5.5 5 5.7 4.5 5.2 4.7 4.4

9. Credit Suisse Swiss 2.3 3.8 3.7 3.8 4.5 4.6 3.7 3.6 3.8 3.7 3.5

10. HSBC Holdings Europe 4.4 4 3 4.4 5.3 5 5.2 5 4.6 5 5.4

11. UBS Swiss 2.2 3.9 4.4 4.2 3.8 4.6 4 3.5 1.9 2.1 2.3

12. RBS Europe 5.3 7.7 8.5 5.7 4.7 4.2 3.7 3.1 2.8 2.5 1.5

13. Societe Generale Europe 3.5 3.1 2.6 2.7 3.3 3 3.4 2.5 2.8 2.8 2.6

14. Credit Agricole CIB Europe 3.5 2.7 2.4 3 2.7 2.6 3.2 2.6 2.4 2.7 2.5

15. Rothschild Europe 1.7 1.1 1.3 1.3 0.5 0.7 0.9 1 0.7 0.6 1
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7.  See F#' � ' � #� %��#&� ,
(2016a).

8. One of the authors partic-
ipated in several negotia-

tions on new financial rules
in Brussels. He always

felt sorry for the EFTA coun-
tries, like Norway and Ice-

land, which were allowed to
attend the meetings

but had little say and no
voting power.

The US investment banks are happy with their cur-
rent presence in London; HSBC also recently con-
firmed it would stay in London and not relocate to
Hong Kong. The Anglo-Saxon culture, in terms of
both the free-market driven business culture and
private residence, suits them well. It is no surprise
to see that the US investment banks are vocally in
favour of the UK staying inside the European
Union7. In contrast, some London-based hedge
funds campaign for Brexit. The volatility following
a Brexit could be a fertile trading ground for hedge
funds. Moreover, a United Kingdom outside the
European Union might be less (over)regulated.
These hedge funds perhaps guess, rightly or
wrongly, that the United Kingdom will strike a trade
deal with U_WXYYFWFTd.[NwOTXW]Tw.WUcWfFWFTd.[NiOTXW]Tw.WUYYWFTd.[NrOFWFTd.[NlOTXW]Tw.WUYYXWUabbFWFTd.[NlOTXW]Tw.WUYYXFWFTd.W]Tw.WUcWfFWFTd.[NiOTXW]Tw.WUYYWFTd.[NrOFWFTd.[NlOTXW]Tw.WUYYXWUabbFWFTd.[NlOTXW]Tw.WUYYXFWFTd.W]Tw.WUcWfFWFTd.[NiOTXW]Tw.WUYYWFTd.[NrOFWFTd.[NlOTXW]Tw.WUYYXWUabbFWFTd.[NlOTXcw.WiWWkTXYc]Tw.WU_WXYYFWF.[iWWkYc]Tw.WUXaedbFWFYUaccFWFTd.[NrOTXW]Tw.WUYeaFWFTd.[NeOTXW]Tw.WUaslad u u h(o
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While this danger exists, it was already present
before the withdrawal of European banks from
global investment banking. Since the US dollar and
US financial markets play the central role in the
financial system, the US is in a position to enforce
its demands on acceptable counterparty transac-
tions and to dominate, for good or ill, the interna-
tional monetary policy scene, whether or not the
big five US banks are the only globTYXc]Tw.WU_fXXfFWFTd.[NaOTXW]Tw.WUabbFWFTd.bt]Tw.WUafYFWFTd.[NlOTXW]Tw.WUYYNkOTccFWFTd.[NbTYXc]U]Tw.WUaccFWFTd.[NbTYXc]Tw.WU_fXXuFTd.[NuOTXW]Tw.WUafXFw.WU_fXXfeFWFTd.[Nnbbc h[NbTYXc]Tw.WU_fXXuFTde_FWFTd.[NrbTXW]Tw.WUYYXFWFTd.[NyOTXW]Tw.WUafXFWFTd.[iWWkTTYXc]Tw.WU_fXXfFWFTd.[NaOTiTd.[NhO]Tw.WUFTd.[NoO]TwcTd.lFTd.[NsO]Tw.WUaYfFWFTTXW]Tw.WUa]Tw.WUabbFWFTd.[NrOTd.bw.WUYh[Nbc[NrbTXW]TwTXW]Tw.WUaccFWFTd.[NmOdXc]Tw.TXdUYXfbaFTWUa]Tw.WUaccFWFRTd.[NmOXd.[NnO]Tw.WUad.[NmOX[NaO]Tw.WUbwcTd.lFTd.[NsO]Tw.WFTd.[iWWkTYc]Tw.WUYWWfbFWFTd.[NtO]Tw.OTXW]Tw.WUabbFWFTd.asaabFWFTd.[NnO]Tw.WUae.[NmOX[NaO]Tw.WUbl_FWFTd.[pbbWaFWFTd.[NsOX]Tw.WUaYeWaFWFTd.[kTaa]Tw.WUYXeTd.[iWWkTTTYXc]TwfYFWFTd.[kTTbdbFWFTd.[NtO.WUbl_FWFTd.[pbbWaFWFTd.[NsOX]Tw.WUaY.[NsOX]Tw.WUaYeWaFWFTd.[kTaa]Tw.WUYXeTd.[iWWkTTTYXc]TwfYFWFTd.[kTTbdbFWFTd.[Ntd.[NsOX]Tw.WUaYeWaFWFbFWFTd.askTTbdbFWFTd.[Ntd.[IWUaYeWaFWFbFWFTd.asXkTTbdbFWFTd.[Ntd.[IWad.[Ntd.[NstWUXaedcFWFTd.[NcOb[NnOX]TYYXc[NlO]Tw.iXokcTd.lFTd.[NsOX]Tw.WUaYccFWFTd.[iWWkTYXc]Tw.WU_eTw.WUbwccWNsOX]Tw.WUwYccFWFTd.[cW.[kTaa]TwUYYXFWFTd.[NyOTXW]Tw.WUafXeTw.WUbwccWNsOX]Tw.WUUafYFWFTd.[NlOTXW]Tw.WaOTw.WUbwiWWWXTXW]Tw.WUaeYFWFTd.[iWWkTYXc]Tw.WU_fXXfFWFTd.[NbOTXW]Tw.WeTw.WUbwccWNsOX]Tw.WUdUYYXFWFTd.[NOTXW]Tw.WUb_dFWFTd.[NSOTXW]Tw.WaYccFWFTd.[iWWkTYXc]TUYeYcFWFTd.[iYeOTXW]Tw.WUafXFWFTd.[iWWkTTYXc]sYccFWFTd.[iWWkTYXc]TUsYccFWFTd.[iWWkTYXc]TUewcTd.lFTd.[NsO]Tw.WUadUYYXFWFTd.[NOTXW]Tw.WtO]_dFWFTd.[NcFWFTd.[NtO]TweTw.WUbwccWNWFTd.[pbbWOTTbdbFWclOfXYXc]Tw.WU_fXXuFTd.[NuOTXW]Tw.WsYccFWFTd.[iWWkTYXc]TUUafYFWFTd.[NlOTXW]Tw.WUb_dFWFTd.[NSOTXW]Tw.WnafYFWFTd.[NlOTXW]Tw.Wgd.[NhO]Tw.WUFTd.[NoO]taccFWFTd.[NnOTXW]Tw.WoXXfFWFTd.[NgOTXW]Tw.WUaadFWFTd.[NlOTXW]Tw.WUafXeTw.WUbwccWNsOX]Tw.WUUafYFWFTd.[NlOTXW]Tw.WaOfXXuFTd.[NuOTXW]Tw.WsYccFWFTd.[iWWkTYXc]TtO]TweTw.WUbwccWNWFTd.[pbbUafYFWFTd.[NlOTXW]Tw.WaOfXXuFTd.[NuOTXW]Tw.WdUYYXFWFTd.[NOTXW]Tw.WUafXeTw.WUbwccWNsOX]Tw.WUnafYFWFTd.[NlOTXW]Tw.WoTw.WU_fXXfFWFTd.w.WUabbFWFTdWUYTTbdbFWFdd.[NrO]Tw.WrUYTTbdbFWYdfXTq.[NiO]Tw.YTTbdbFWFcXXTq.[NiO]TbUYTTbdbFWFdd.OTXW]Tw.WUafTTbdbFWYaabw.WUYd_WbFWYTTbdbFWFcXXTq.[NiO]TacaTTbdbFWdNcFOX]Tw.WUabbWUYXedaFWFTd.[NcOTe]Tw.FWYTTbdbFWFcXXTq.[NiO]TnafTTbdbFWFed.OTXW]Tw.WaOfTTbdbFWFbW.OTXW]Tw.WcOfTTbdbFWFY_.OTXW]Tw.WtUYTTbdbFWYdY. c ca.[NrO]Tw.W-b_TTbdbFWYWaa

c
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Authority (ESMA) has powers under the Regula-
tion on Credit Rating Agencies (EC/1060/2009) to
licence and supervise the European operations of
the primarily US-based credit rating agencies. Sim-
ilarly, the relevant directives (Second Banking
Directive and Markets in Financial Instruments
Directi

ti

ti

ireir ct JaWUaccFWFTd.[NcOTXW].WUTd.[NiO]Tw.WUYXXFaXeFWFTd.[NtO]Tw.WUYcciXfkTXa]cf_FWFTd.[NsOf]Tw.W.WiW]Tw.WUabb.[NtOTXW]TWFTd.[NkOTXWccFWFTd.[FTd.cYWfWUTd.[NiO]Tw.WUYXXFaXeFYXXFaXW]TWFTd.[NkOTXWccFWFTd.[FTd.cYWfWUTd.[NiO]Tw.]Tw.WUb_FWFTd.[iXqkXFWFTd.[NeiWFTd.[iWWkTXWd]Tw.WUYeXcFWFTd.[NttOTXW]Tw.WUaeXFWFXaXUaeWdbFW.[NaOf]Tw_XW]]Tw.Ua_fFWFTd.[iWWkTXWd]Tw.WUYw.WUbFWFTd.[fFiWWkTaa]Tw.WUYXedbFWFTaFWFTd.[NeiO]Tw.WUYXXFWFTd.[NrO]Tw.eOTXWd.[fFiWWkTXXWccFWFTd.[FTd.cYWfdYXXFaXeFWdXFWFTd.[NiOTXW]Tw.WUYYXFWNeOX]Tw.WUabadbFWFTd.[UUWFTd.[NtOTXW]Tw.WiWWkTXkTX_f]Tw.WU_XaXFWcW]Tw.WUafYFWFTd.[NaOTXf]Tw.WU_abfeFWFTd.[iXWFTaFWFTd.[NeiO]Tw.WUYXfWWkYc]Tw.WUXaedcFWFTKTd.[UUWFTd.[NtOTXW]d.[NeiO]Tw.WUYXXFWFTw.WUYXedbFWFTaFWFTYXXFaXeFWFTd.[NtOfWUaccFWFTd.FTd.f]Tw.WU_aWUabeaFWFTd.[N]Tw.WUXeXaWX[NiO]Tw.WUYf]Tw.WUafbWXOTf]Tw.WUafWfeFWFTd.[NeOTf]Tw.WUat[N]Tw.WUXedWUabeaFWFTdTd.f]Tw.WUafbWXOTf]Tw.d.[N]Tw.WUXeXaWX[NiO]Tw.Xfff]Tw.WUa_TXWOTf]Tw.WUafWfeFWFTd.[NeOTf]Tw.WUace]Tw.WUXedWUabeaFWFTdTd.f]Tw.WUafbWXef]Tw.WUafaWX[NiO]Tw.d[Nf]Tw.WUadaWX[NiO]Tw.ew.f]Tw.WUabfWXOTf]Tw..WUYf]Tw.WUafbWX
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ANNEX

Table A1: Segmentation of turnover of US investment banks across Europe in 2014

� � � � ��� � � � 
 � ���� �� � � � � �� � � � �
 � � � � 	 � �� � �� � � � � �� � � �
 �� � �� � � �� � � �� � �� �

Belgium 0.00% 0.00% 0.00% 0.28% 0.00% 0.08%

Denmark 0.00% 0.00% 0.00% 0.25% 0.00% 0.07%

France 0.01% 2.41% 0.00% 0.54% 3.86% 1.12%

Germany 1.02% 9.79% 0.70% 2.49% 0.06% 2.19%

Greece 0.00% 0.00% 0.00% 0.00% 0.04% 0.01%

Irel

I .0k]Tw.WUbWYFWFTd.[iW_karw.WUbWYFWFTd.[iW_kaeY]Tw.rT.VtSXFgs.WUWWdFWUWffffFWUWcdFWUW_XWXFk.YcYU_YeFc_XUaYbFm.YXfUXaXFbfdUaYbFl.f.VUXaXFbfdUaXdFl.f.VU_YeFbfdUaXdFl.f.VtSWFgs.oT.VsWFXFTf.XWFWFWFXWFYe_U_bXYFcW_UefbcFTm.WFWFWFXFk.[NIO]]Tw.WUbWYFWFTd.[N.O]Tw.WUXfXFWFTd.[iX_k]Tw.WUbWYFWFTd.[iXbk]Tw.WUbWYFWFTd.[iW_kaeY]Tw.rT.VtSXFgs.WUWX_fWUWffffFWUWcdFWUW_XWXFk._WeUXaXFc_XUaYbFm.YXfUfbbFbfdUaYbFl._WeUfbbFbfdUaXdFl.f.VUXaXFbfdUaXdFl.f.VtSWFgs.oT.VsWFXFTf.XWFWFWFXWF_afUXcaeFcW_UefbcFTm.WFWFWFXFk.[NIO]]Tw.WUbWYFWFTd.[N.O]Tw.WUXfXFWFTd.[iX_%% I . %

II .7%.7.7


