
There is a lot of talk about the fact that the European Union must acquire “strategic 
autonomy”. One of the domains where acquiring such autonomy is indeed crucial is the 
financial one. 

Because of Brexit, the EU has lost London which played a role as the unofficial financial 
capital of the EU 

The loss of London represents both a risk and an opportunity. 

It represents a risk because the most dynamic European financial centre now resides in a 
third country. Also, in London are performed activities that are seen as crucial for the 
stability of the Eurozone e.g. Euro clearing. 

But this also represents an opportunity because the EU could take this chance to create a 
genuine single financial market for financial services. 

The creation of such is difficult for technical and political reasons. The financial systems 
differ, laws and regulations differ, and there are many actors who would oppose increased 
competition in this domain.  

However, there are also valid reasons which would justify its creation. 

The financial crisis in 2008 showed the fragility of the EU financial system. Such came 
almost to a collapse because of a crisis originated in the USA. Many changes have been 
introduced since then, but the system is still fragmented. As an example, one can look at 
the difficulty of the creation of pan-EU banking actors. There are some, but they cannot 
take advantage of a single financial market. Each EU member financial market still has the 
nation-State as a horizon in many respects. 

A more recent event that also justifies its creation is the money-laundering scandal that has 
hit Danske Bank, ABN-Amro, and other banks in the past months. Such scandal was 
unveiled by US authorities. The fact that a scandal of this magnitude was discovered by 
authorities based outside the EU was embarrassing and left wondering how sound and 
robust the present arrangements are. 

Another reason for the creation of a single financial market has to do with geopolitics. Under 
the Trump administration, the USA pressured SWIFT officers to disconnect Iran from their 
system and obliged EU firms to choose whether to provide business to Iran or to the US. 
The US showed many times in recent years how easy it is to exert pressure on EU countries 
and actors drawing on the “exorbitant privilege” represented by the US dollar and/or 
imposing sanctions. The Biden administration has begun under different auspices, however 
President Trump showed how fragile the EU can be if a US President hostile to the EU 
gains power. The creation of a proper EU financial system would not change the balance 



of power per se obviously, but it would make the EU less fragile to shocks and more resilient 
if extra-EU powers threaten them. 

The design of a genuine financial single market would be a crucial part of the process. I 
read that many journalists and experts wonder about which EU city might replace London. 
In my eyes, such idea is myopic. The goal of the EU should not be to have a race to the 
bottom where one single financial centre emerges as the dominant one by attracting firms 
through tax cuts or light regulation and supervision. A more preferable outcome would be 
to have a network of EU financial centres that compete but also cooperate together when 
necessary. Such arrangement would also have the positive consequence of a distribution 
of high-wage, high-quality, jobs across several centres. “Fair competition” among different 
EU financial centres should be the principle that guides the architects that would create 
such system. 

Related to this, there is the matter of "simplification". Recently the EU commission shared 
a poll on LinkedIn, where they asked in which domain EU citizens wished simplification. I 
chose “Finance”. However, by simplification in the financial domain I do not wish a coming 
back to a “light touch” style of supervision, or a regulation bonfire. Rather, I would like to 
see the construction of a genuine and robust single financial market that I am advocating 
for through this comment. 

I am aware that constructing such is difficult for technical, political (internal to the EU) and 
geopolitical reasons. Many actors in the EU would not welcome its creation, many actors 
outside of the EU would not like it to decrease its fragility. 

However, the rationale for building it is clear and procrastinating its creation would simply 
make EU countries more fragile when the next financial shock comes. Considering the 
economic and financial instability that has characterised the EU from the financial crisis 
onwards, it would be very wise to intervene in this area rather than pretending that problems 
do not exist. 

Finally, the creation of such should not be seen just as an operation to decrease systemic 
risk. It could also provide positive outcomes making it easier to invest in other EU countries, 
to establish activities there, simplifying the exchange and accretion of financial expertise, 
etc.  

 
 


