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“Competition” and “Competitivity”… 

1. I am going to take two words – “competition” and “competitivity” – as my theme for the 

discussion in this session on  how changes in the US and EU financial markets are going 

to affect the global economy.  I will explain why I like the word “competition” but I dislike 

the word “competitivity” and in so doing say how I see the role of the US and the EU 

financial markets in the global economy. 

2. Well, some things, I think, are clear and obvious: 

• Yes, we will see the euro and the dollar competing as the two global transaction 

and reserve currencies; 

• Yes, we will see India, China and other emerging market countries, competing 

for capital in global capital markets;  

• Yes, we will see savers in those countries buying global savings products; and 

• Yes, we will see tough competition for all this business between companies 

headquartered in US and EU financial markets. 

3. So lots of competition between the US and EU financial markets. But what about that 

word “competitivity”?  

4. Take 2 scenarios of competitivity: 

• Scenario one: Britain has a per capita GNP of $37,000 and France has a per capita 

GNP of $36,000; 

• Scenario two: Britain has a per capita GNP of $37,500 and France has per capita GNP 

of $38,000. 



 

Question, “Which scenario do you prefer?”  I fear that in the land of my birth too many 

would reply Scenario One – because “We were beating France and so ahead in the race 

for competitivity.”  Maybe people in the land of Descartes would take a more 

enlightened view.  

5. Now why I do I dislike the word competitivity?  Because what improves national 

prosperity is not changes in rankings in GNP of competitivity league tables, but 

improvements in absolute levels of economic efficiency which lay the basis for increases 

in prosperity. 

The purposes of financial markets… 

6. The same logic goes for financial markets.  The prime purpose of a financial market is to 

provide services for savers who place their savings in the market and for users of capital 

who raise funds from the market.  In short, to optimise the allocation of capital between 

competing uses. 

7. There lies the main role for EU and US financial markets in the global economy.  To help 

optimise the allocation of capital by providing services for foreign users of capital and 

foreign savers, either directly through provision cross border; or through the locally 

based subsidiaries of companies headquartered in EU and US financial markets.  

8. The more efficiently the two markets can perform that task, the better the returns to 

savers, the lower the cost of capital and the greater the prosperity of the global economy.  

What matters for national and global prosperity is not the relative efficiency of the US 

and European financial markets – their competitivity – but improvements in their 

absolute efficiency.   

9. That should be the focus of financial market leaders in the two centres if they want the 

US and EU markets to play a positive role in the global economy. 



 

10. That leads me, a Freeman of the City of London, to risk a walk through Traitors’ Gate 

into the Tower of London, when I assert that I welcome improvements in the efficiency of 

the capital market of the United States just as I welcome improvements in the efficiency 

of the capital market of Europe; and indeed it is those improvements in European capital 

market efficiency for which the company whose Board I chair, the securities settlement 

company, Euroclear, is striving.  

Some characteristics of an efficient capital market… 

11. In these remarks, I have referred more than once to the efficiency of capital markets.  So 

let me focus on three essential elements of an efficient capital market –cost, competition 

and openness. 

Cost… 

12. First cost.  I have a favourite quotation that comes from a senior official in a prominent 

financial services company, whose blushes I will spare by not naming.  That official said 

in a comment about the differences in law and market practices in the different 

European countries: 

“Harmonisation is for my grandchildren.  I love today’s differences between 

European countries. They are the spice of life for me.  They are not just 

difficult to deal with, they are stimulating.  We see opportunities rather than 

obstacles.” 

13. That has been the story of financial markets in Europe.  “Today’s differences between 

European countries” – differences in laws and market practices – help create an awful lot 

of economic rent in European financial markets.  The differences often add no value, 

allow some intermediaries, quite legitimately, to make money and add to the cost of 

capital and reduce returns to savers. They penalise users of capital and savers in the 



 

European Union and they hinder the financial markets of the European Union playing its 

full role in the global economy.  

14. That is the essential problem that the European Union has been tackling with increasing 

success over the last decade: getting useless cost out of the European financial system 

and if I might say avoiding new unnecessary costs being put in to the system.  The key 

always is to assess the end to end spectrum of cost for users and not just a particular 

component in the service chain.  That goes for existing services and for all proposed 

developments.  

15. My critique here relates to inefficiencies in the European financial market.  But if I read 

recent reports aright, there is a lot work to do to improve the efficiency of US financial 

markets too. 

16. So the European and US financial markets need to work together to improve efficiency, 

to remove impediments barriers that increase costs if they want to enhance their role in 

global markets. 

Competition… 

17. Second competition between the American and European markets.  I believe it axiomatic 

that the greater the competition for business between these two markets, the greater the 

prospect for securing the improvements in market efficiency.  The greater the 

competition, the better the prospect for innovation and new products, new market 

participants and the availability of finance for entrepreneurs throughout our economies 

and the global economy too.   

18. But we need to be clear about what we mean by that word, “competition”.  Because if we 

are not clear, the outcome could simply be the maintenance of protectionist barriers, in 

the form of differences in regulatory practice and market practices that only serve to 



 

increase costs to the detriment of the European economy, the US economy and the 

global economy generally.   

19. Competition between markets is not the same as competition between companies within 

and between those markets.  It is not like Airbus and Boeing, two massive companies 

competing head to head for a limited amount of business.  Competition between 

markets is different.  The aim there should be to allow market practitioners in the two 

markets to compete head to head on equal terms with each other in each other’s market, 

across border and within third markets in the global economy.   

20. The ideal is, of course, to merge the EU and US financial markets so that there is a true 

Transatlantic Single Market.   

21. That is an impossible dream – to imagine that the American and European financial 

markets can ever merge into a Transatlantic Single Financial Market in any real sense of 

that term. 

22. But what is practical is to seek to increase competition and to reduce the costs of doing 

business both within and between the US and European financial markets, all the while 

maintaining honest and stable markets.  If we can do that, we will improve the efficiency 

of our markets, attract more global financial business and bring great benefit to global 

economy generally. That is a task for supervisors and regulators.  But market 

practitioners need also to play their part in reducing the costs of doing business by 

standardising and harmonising market practices wherever possible if the costs of doing 

business are to be reduced.   

Openness… 

23. My third characteristic of an efficient capital market is openness.  It goes without saying 

that European and US capital markets should be open for each other’s business.  But 

they need to work together too to convince other markets to work towards, in a prudent 



 

fashion, similar degrees of openness and to adopt the high standards of probity and 

regularity that must be the hallmark of European and US financial markets.  It is 

important too in the WTO market opening negotiations about financial services for there 

to be a consistent input from both sides of the Atlantic. 

Concluding remarks… 

24. So to return to my theme.  The best way of enhancing the role of EU and US financial 

markets in the global economy is to improve their efficiency.  That requires the reduction 

of costs for market practitioners, the promotion of competition and the encouragement 

of openness.  In that way, we all stand to benefit – Europe, the US and the global 

economy generally.  

 Thank you. 

 


