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SPATIAL SHIFTS IN THE GLOBAL FINANCIAL MARKET REGIONAL
STRUCTURE

The paper considers the current state of the global financial market regional structure.
Based on the calculation of spatial concentration indices the assessment of regional
concentration of world capital exports and imports, allocation of global financial assets,
geographic structure of stock, bond and foreign exchange markets is conducted. The changes
in the regional redistribution of dominance in the global financial market are found out. It is
stated that in general the global financial market remains quite concentrated geographically.
Alongside it, decrease in the spatial concentration ratio is clearly seen in most areas and
segments of the global financial market. The exception is the foreign exchange market, which
regional structure eventually becomes more concentrated as far as foreign exchange
transactions historically gravitate to the centers which traditionally provide the best
organizational, economic and technical conditions for dealing operations. Factors that
contribute to spatial shifts in the regional structure of global financial flows are defined.
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The development of the global financial market and expansion of its operations are
based on the constant redistribution of financial assets that occurs on international and
interregional levels and is implemented in the processes of international capital migration. On
the one hand, international capital flows connect national and regional financial markets into
the united integrated financial area. On the other hand, in the process of such redistribution
competition between countries and regions for better access to financial resources and a
greater share of the global financial market is escalated.

Financial aspects play an increasingly important role in the development of the world
economy regions. Those countries and regions that provide a greater share of transactions in
the global financial market obtain more competitive advantage and can claim the status of the
global financial centers. Thus, the investigation of the current shifts taking place in the
financial transactions spatial structure is necessary in the context of assessment of the global
and regional financial markets competitive environment and identification of the trends of
world financial assets interregional redistribution. All mentioned aspects contribute to the
relevance of this research.

Research papers of number of Ukrainian and foreign scientists (O. Butorina, 1. Doronin,
I. Myrkin, B. Rubtsov and others) are devoted to the directions and scales of financial
resources movement between countries and regions, as well as the geographical distribution
of international financial transactions [1-4]. The results of these issues studies are also
presented in the analytical publications of international financial organizations and research
institutions — the International Monetary Fund, World Bank, Bank for International
Settlements, the World Economic Forum, McKinsey Global Institute and others. However,
deeper research is to be conducted on the state of global financial flows regional
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concentration and transformations taking place in the spatial structure of the global financial
markets transactions.

This paper is aimed at the identification and interpretation of spatial shifts that occur in
the regional structure of the global financial market and its segments in present conditions.

Financial assets are traditionally unequally distributed between countries and regions of
the world economy. Numerous transformations taking place in the global financial system in
terms of globalization, lead to more significant changes in the directions and scales of
reallocation of capital in both social and economic, as well as in the spatial (regional) context.

Irregularity in the spacious redistribution of financial assets primarily appears in the
regional structure of net exports and net imports of capital. In the early twentieth century
Japan ran first in terms of capital exports in the world (21% of capital exports in 2003). But in
the next 10 years Japan lost its status as the largest net exporter of capital, and in 2013
provided only 2,3% of world capital exports (Table 1).

Table 1
The largest net exporters of capital in 2003-2013
2003 2008 2013

Country % Country % Country %
Japan 21,0 China 234 Germany 18,1
Germany 8,2 Germany 13,3 China 12,5
China 7,1 Japan 11,7 Saudi Arabia 8,6
Russia 5,5 Norway 4.8 Netherlands 5,5
Switzerland 5,0 Russia 4,7 Kuwait 4,8
Saudi Arabia 4,6 Switzerland 3,6 South Korea 4,7
Taiwan 4,5 South Korea 3,5 Switzerland 4,1
Norway 4,4 Taiwan 3,5 Qatar 3,9
Singapore 4,3 Netherlands 3,4 United Arab Emirates 3,9
Sweden 3,0 Singapore 2,8 Taiwan 3,8
Canada 2,6 Kuwait 2,8 Singapore 3,6
Hong Kong 2,5 Malaysia 2,4 Norway 3,6
Other 27,3 Other 20,1 Other 22,9

Note. Compiled by the author on the basis of data [6]

The most intense competition for the status of the world’s largest exporter of capital is
observed between Germany and China. Up to 2012, China ran first by the share of net exports
of capital with a fairly large gap. In 2012, the shares of China and Germany became almost
equal (about 14%). In 2013, Germany, whose share was over 18%, reached the first position
by this indicator, despite the fact that in 2000-2001 its share in world capital exports didn’t
exceed 2%.

Regional structure of net exports of capital is moderately concentrated. Herfindahl-
Hirschman index is in the range of 1000-1800 with a slow downward trend. Meanwhile, by
the rate of the spatial concentration ratio this structure is mainly low concentrated
(concentration ratio does not exceed critical 45%), with the exception of 2008, when the index
of spatial concentration increased to 48% (Figure 1).

In regional aspect among 77,1% of net capital exports, provided by 12 countries, the
Western European countries account for 31,3%, the Asian countries — 24,6%, Africa and the
Middle East — 21,2%. These 12 largest net exporters of capital include 4 developed countries,
5 developing countries and 3 newly industrialized countries.

The largest net importer of capital is the United States, which share has a great lead over
other net importers (Table 2).

However, remaining the largest importer of capital, the USA nonetheless reduced its
share in world imports from 71,5% in 2003 to 34,2% in 2013. Shares of other major world
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importers in capital imports fluctuate within 4,0-7,6%. Importing capital, these countries
finance the gap between insufficient level of savings and the required level of investment in

economic development.
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Figure 1. Indicators of spatial concentration of net capital exports and imports in
2003-2013
Note. Calculated by the author on the basis of data [6]

Table 2
The largest net importers of capital in 2003-2013
2003 2008 2013
Country % Country Country % Country
USA 71,5 USA 41,7 USA 34,2
UK 4,5 Spain 7,3 UK 7,6
Australia 4.1 Ttaly 7,0 Brazil 7,3
Spain 3,2 France 3,9 Turkey 5,9
Italy 3,0 Australia 3,7 Canada 5,3
Greece 1,3 Canada 3,6 Australia 4,0
Mexico 1,2 Greece 3,5 France 4,0
Other 11,2 Other 29,3 Other 31,7

Note. Compiled by the author on the basis of data [6]

The rate of concentrations of net capital imports regional structure is characterized by
more significant changes compared with the structure of capital export. In 2003, the
Herfindahl-Hirschman index exceeded the limiting value of 1800 and equaled 5297, which is
a testament to the high level of regional concentration of capital imports (see Figure 1).
Similar results are obtained by means of assessment of capital imports concentration ratio,
which amounted to 80 in 2003 (limiting value is 70).

Shifts that occur in the spatial structure of import of capital are characterized by a clear
trend towards lower concentration compared to the similar structure of capital exports. From
2003 to 2013 the Herfindahl- Hirschman index declined by more than half, and capital imports
concentration ratio — by 50%.
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In terms of regional distribution, among 68,3% of net capital imports, provided by 7
countries, in 2013 North America accounted for 39,5% in (the USA and Canada), Western
Europe — for 15,6% (compared to 2003, when only the USA share was 71,5 %, while Western
European countries accounted for 16,1%).

It is significant that among the 7 largest net importers of capital 5 countries are highly
developed and only 2 countries belong to the group of developing economies. Less expressed
reduction in capital inflows to developing countries are associated with increasing financial
flows to Latin America and stable flows to the CIS countries and China.

Developing countries are characterized with not only smaller volumes of imported
financial resources, but also specific structure of capital imports. In developed countries a
significant share of financial transactions is presented by different forms of private loans that
are related to higher risks. More than 60% of capital flows to the developing countries was
aimed at equity securities.

Greater share of world financial assets is focused in the developed countries (80,9% in
2012). However, there is a gradual increase in the amount of financial resources that are
concentrated in emerging economies (from 9,6% in 2003 to 19,1% in 2012) (Table 3).

Table 3
Regional structure of global financial assets in 2003-2012, %
Regions and countries 2003 2008 2012
Developed countries 90,4 87,0 80,9
North America, including: 35,5 27,7 27,3
USA 33,1 25,4 24,4
Canada 2,4 2,3 2,9
EU, including: 34,4 394 31,9
Euro area 25,7 29,4 22,9
United Kingdom 7,2 8.4 7,3
Other EU countries 1,5 1,6 1,7
Asia, including: 17,2 14,6 16,1
Japan 15,8 11,3 11,2
Newly industrialized countries 1,4 33 49
Otherdeveloped countries 3,3 5,3 5,6
Developing countries 9,6 13,0 19,1
Asis 5,9 7,3 11,8
Latin America 1,8 2,5 3,7
Middle East 0,7 1,1 1,1
Africa 0,5 0,6 0,5
Europe 0,7 1,5 2,0

Note. Calculated by the author on the basis of data [6]

Spatial structure of global financial assets also remains highly concentrated. About 65%
of financial assets are concentrated in Europe (33,9%) and the Americas (31,0%), Asian
countries accounts for almost 28%. However, there is a slow decrease in the degree of
financial resources regional concentration: Herfindahl-Hirschman index fell from 3168,5 in
2003 to 3094,1 in 2008 and 2921,4 in 2012. Resources are reallocated from the regions,
where the most developed countries are based (North America, Western Europe) to the Asian
and Latin American developing countries.

The most rapid increase in the amount of financial assets and accordingly the highest
degree of financial depth is observed in Asian countries, so that they now account for over
60% of the financial resources of developing countries. Most revealing situation is in China,
which is one of the major exporter of capital, largest owner of international reserves and the
area of several global financial centers location.

A similar trend toward deconcentration of regional structure of the global financial
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market is typical for most of its segments. The USA and the European Union traditionally
occupied leading positions in the global stock market, together accounting for 70,6% of stock
market capitalization in 2003 (86,3% in conjunction with Japan) (Table 4).

In terms of growing presence of other countries in the global stock market, including
developing economies, there is an upward shift in stock activity of these regions. The most
noticeable increase in the capitalization is observed in the newly industrialized countries of
South East Asia (the size of the equity market capitalization in these countries reached 5943,6
billion dollars, that can be compared with a stock market capitalization of the Euro area,
which is 5845,7 billion dollars). In 2012 the USA and the EU together provided only 51% of
the outstanding shares in the world, so that the spatial structure of the stock market became
moderately concentrated.

Table 4
Spatial structure and concentration ratio (the share of the USA and the EU) of the
global financial market segments in 2003-2012, %

Country or group of countries | 2003 | 2008 | 2012
Stock market
USA 45,7 35,0 31,9
European Union 24,9 21,7 19,1
Japan 15,7 9,6 6,9
Other countries 13,7 33,7 42,1
Concentration ratio 70,6 56,7 51,0
Debt securities market
USA 40,4 36,7 35,6
European Union 32,2 34,9 29,6
Japan 16,2 13,8 14,7
Other countries 11,2 14,6 20,1
Concentration ratio 72,6 71,6 65,2
Foreign exchange market

United Kingdom 32,1 35,3 41,6
USA 19,2 18,2 19,8
Japan 7,8 6,1 6,2
Other countries 40,9 40,4 32,4
Concentration ratio 51,3 53,5 61,4

Note. Calculated by the author on the basis of data [5, 6, 7]

Processes of regional deconcentration in the global debt securities market proceed
slightly slower. Like in the stock market, the bond market is dominated by the USA and the
EU, which total share fell from 72,6% in 2003 to 65,2% in 2012. Japan’s share is more or less
stable and varies between 14-16%. The high share of developed countries in the global debt
securities market is provided by both rising government bond issuance in terms of increasing
government spending and more attractive financing through private bonds compared to more
risky shares issuance.

In contrast to the downward trend in the spatial concentration that is characteristic for
the location of the world financial assets and most segments of the global financial market,
the foreign exchange market demonstrates the growth of agreements regional concentration
(see Table 4). Geographically, the foreign exchange market has always been quite
concentrated: the major share of all foreign exchange transactions is performed in North
America (particularly the USA) and Western Europe (particularly the UK) markets. London
and New York are the greatest world centers of dealing operations whose shares in global
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foreign exchange turnover are about 42% and 20% respectively. Indisputable global leader in
the foreign exchange market is London, the benefits of which are favorable geograp hical
location in terms of time of foreign exchange transactions implementation (the main working
hours of foreign exchange market), the availability of advanced banking technologies, better
organizational conditions for operations that have developed historically.

The aggregate share of the UK, the USA and Japan in the global foreign exchange
market increased from 59,1% in 2003 to 67,6% in 2012, i.e. the spatial concentration of the
foreign exchange market structure is moderate, but gradually approaching to a high level.
This is primarily due to the further aggravation of competition among global financial centers
in terms of globalization.

As a result, it should be noted that in general the global financial market remains quite
concentrated in geographical terms. At the same time, reduction in the spatial concentration
rate is clearly seen in exports and imports of capital, in the distribution of global financial
assets, in the regional structure of the stock and bond markets. A gradual redistribution of
activity from the developed financial markets to the developing ones is observed in the world.
Regionally the focus is shifted from the North American and Western European financial
markets to the Asian and Latin American markets. An exception to the general trend is the
increase in the level of regional concentration observed in the foreign exchange market.
Unlike other segments of the global financial market, where the regional redistribution of
financial assets is determined basically by the financial and investment factors, in the foreign
exchange market speculative factors are more influential. Today, foreign exchange
transactions are chiefly used as an instrument of obtaining speculative profits rather than
provide financing to the world economy participants. Therefore foreign exchange transactions
continue to be focused in the UK and the USA as those centers which traditionally provide
the best organizational, economic and technical conditions for dealing operations.

Development of projections and determination of the expected transformations that will
take place in the regional structure of the global financial market can be the subject of further
research in this respect.
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T.B. Mapena
IMPOCTOPOBI 3PYIIEHHS B PETIOHAJIBHIN CTPYKTYPI CBITOBOI'O
®IHAHCOBOI'O PUHKY

Y cmammi Oocniooxceno cywacnuti cman peiOHANLHOI CMPYKMYPU  C8IM0OB020
ginancosozo punky. Ha ocnogi po3paxynky nokasHukie npocmopoeoi KoHyenmpayii oyineHo
PECIOHANIbHY KOHYEHMpAayiio C8IMo8020 eKCnopmy ma IMNOpmy Kanimauy, pO3MIUeHHs
C8IMOBUX (hinancosux axmueis, ceocpaghiunoi cmpykmypu pumkKié axyiu, obnicayii ma
8ANIOMHO20 PUHKY. Busigneno sminu, wo 6i00ysaromscsi 8 pe2ioHAIbHOMY Nepepo3noodili Cul
Ha c8imogomy ¢hinancoeomy puHKy. BusHaueno uunHuxu, wo o00ymosnonomv npocmoposi
3PYUEHHS 8 PeCiOHANbHIL CMPYKMYPI C8IMOBUX (DIHAHCOBUX NOMOKIS.

Kniouosi cnosa: ceimosutl (hinancosuil puHoK, npocmoposa (pecionaivbHa) cmpykmypd,
eKCnopm ma IMROpm Kanimanuy, ceimoei (DinaHcoel akmusu, pUHOK aKyil, puHoK OOp2osux
YIHHUX nanepis, 8aiOMHUL PUHOK, KoeqhiyicHm KonyeHmpayii.

YK 339.97
B.C. Mopo3sos

PEI'YJIIOBAHHS PUHKY HIHHUX ITAIIEPIB TA
MNOXITHUX ®THAHCOBUX IHCTPYMEHTIB Y ®PH

Y cmammi npoananizoeano cyyacnuii mexamizm pe2yno8ants puHKy YIHHUX nanepie ma
nOXiOHUX pinancosux iHcmpymenmie y DedepamusHiti Pecnyoniyi Himeuuuna. 3’scoearo,
WO pe2yno8anHs pUHKY YIHHUX nanepie ma noxioHux ¢hinancosux incmpymenmis y Himeuuuni
8PAX0BYE Pe2YNAMOPHI 0CODIUBOCMI YbO2O MEXAHI3MY CMOCOBHO (QYHKYIOHYBAHHA DUHKY
yinnux nanepie ¢ €sponeticokomy Coi03i 3a MpbOMa OCHOBHUMU HANPAMKAMU. NO-nepuie, Ha
0CHO8I nepsunHo2o 3axkonooascmea €C, moomo Ycmanosuux o0ozoeopie €C, Hopmu sKUX
Maroms npamy Oito Ha mepumopii ecix oepacas-unenie €C; no-opyee, mopurnozo npasa €C
— Ha 0a3i axkmis, Hacamnepeo OUPEKMUSE [ pe2iaMeHmis, NPUUHAMUX THCMUmymamu
Esponeticokoco Coro3y 8 po3eumok nonodxcenv Ycmarnosuux o0ocoeopie €C; no-mpeme, 3a
00NOMO2010 HAYIOHATILHOCO 3aKOH00a8cmea oepaicas-unerie €C.

Knrouoei cnosa: pecynosanus exoHoMixu, Oepoicaéna exonomiuna nonimuxa PPH,
Pe2VIOBanHsl PUHKY YIHHUX nanepie ma NoXiOHux @iHnancosux incmpymenmie ©OPH,
pecioHanbHull ma HayioHanvHuu pieHi pezynosants, Pedeparvha cuyxcda 3 pecynio8aHHs
Qinancosux punkie Himeuuunu, @edepanvhe Haeni0oge GIOOMCMBEO 3 MOP2i6Hi YIHHUMU
nanepamu Himeuyunu, Dedepanvre nacnsaoose gioomcmeo 3 Kpeoumnoi cnpasu Himeuuunu,
Deoepanvie Ha2a006e 8i00McmaE0 3i cmpaxoeoi cnpasu Himeuuunu.

IlocTanoBka npodJemu. OnHIEIO 13 BU3HAYAJIIBHUX PUC CY4aCHOTO PO3BUTKY CBiTOBOIO
TOCHOAApPCTBA 1 MKHAPOIHUX €KOHOMIYHUX B1THOCHH € Tio0ari3allis ycix cdep cycH iiIbHOro
KUTTS — B T.4. CKOHOMIYHOi. HOBITHIMM HacCliIKaMi €KOHOMIYHOT TI00aTi3aIlii € 3pOCTaHHs
piBHS 1HTEpHAIli0HAJI3aI il HAIliOHAJHPHUX TOCMOJAPCHKUX CHUCTEM, TICHHI B3a€EMO3B’S30K 1
B33a€MO3AJICKH ICTh OKPEMHX Hall I0HAJIbHUX EKOHOMIK Ta iX MEPETBOPEHHS B €JUHUI CBITOBUI
€KOHOMIYHHMI MPOCTip, — HABaKJIMBIII (AaKTOPH CYHaCHOTO PO3BHUTKY CBITOBOT EKOHOMIKH.
BpaxoByroun j0MiH yBaHHS (IHAHCOBOI JETEPMIHAHTH B Cy4JacHOMY iH (opMar] HHO-
€KOHOMIYHOMY CEpeOBHII, PIBEHb TMPUHANEKHOCTI KpaiHH 0 CB ITOBOi EKOHOMIYHOI
CHUCTEMH, y TIEePIITy 4Yepry, BU3HAYAETHCSA CTyNMeHeM ii iHTerparii B MiXHapoaH1 (hiHAHCOBI
PUHKH Ta Pi3HOACTIEKTHUM PETYJIIOBAHHAM (PIHAHCOBUX PHHKIB, B T.4. PUHKY I[IHHUX IManepiB
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