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ACTUAL TYPOLOGY OF THE WORLD FINANCIAL CENTERS

The global system of financial centers is considered in the article. The actual typologies
of the world financial centers are studied according to such criteria as location of the main
headquarters and regional offices of transnational corporations, the role of financial centers
in the world economy, the stages of financial centers evolution, subordination, functional
specialization, time of formation, etc. It is determined that the identification of financial
centers only as offshore areas, which is traced in some scientific studies, is quite debatable. It
is found out that certain terms that are used to determine the type of financial center
(including regional financial centers) are diverse in nature and can be used to denote
different taxonomic levels of financial centers.

Key words: financial center (local, national, regional, international, global), global
financial system, financial market, international financial transactions, the index of global
financial centers, offshore center.

To achieve sustainable innovative development of national, regional and world
economies it is extremely necessary to rely on competitive financial infrastructure that is able
to provide rapid and high-quality flows of financial capital worldwide. Such infrastructure is
mainly concentrated within the financial centers of the world.

At the end of the twentieth century, a large number of studies on the various forms of
existence of financial centers appeared. These forms have been distinguished on the basis of
specialists’ evaluation of the existing financial centers and identification of criteria for their
classification and rating. As a result, nowadays there are many typologies of the financial
centers. In particular, the world financial centers typologies are considered in the works of
P. Kravets, M. Malkin, G. Moyseychyk, A. Navoi, Y. Park, I. Rykov, A. Sakharov, N. Thrift
and other scientists.

Meanwhile, various authors’ classifications, using the same terminology regarding the
specific type of financial center, sometimes involve different meaning of the definite kind of a
financial center. For instance, this applies to the following categories, indicating the types of
financial centers as '"regional", "international", "transnational", "cross-border", "world",
"global". It creates some confusion in the interpretation of categorical and conceptual
apparatus of the world financial centers investigation and requires regularizing their typology
in order to obtain clear and understandable financial centers taxonomy.

This work is aimed at determining the typology of the world financial centers in order to
regularize their current taxonomic structure.

Financial centers that are an integral component of the global financial architecture
significantly differ in terms of operations volumes and diversification, their role in the global
financial system, functional specialization, intensity of interaction with other financial centers
and other characteristics. G. Moyseychyk indicates the existence of global financial centers
system as a "network of financial centers of different rank and quality, each of which plays a
special functional role and at the same time creates a common functional framework of the
whole system" [4].

Analysis of current scientific studies on the issue of the financial centers functioning in
the world economy provides a number of criteria for their classification (Table 1).
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Table 1

Actual typology of the world financial centers

Typology criterion Author / Types of financial centers
typology
origin
Location of the N. Thrift Global (London, New York, Tokyo)
main headquarters, Zonal (Singapore, Hong Kong, Paris, Los Angeles)
branches and Regional (Sydney, Chicago, San Francisco, Dallas,
regional offices of Miami, Honolulu)
transnational
corporations
The role of Z/Yen Group | Global (London, New York)
financial centers in International (Hong Kong, Singapore, Frankfurt,
the world economy Chicago, Tokyo, Sydney)
Niche or specialized (Zurich, Geneva)
National
Regional
Global Global
Financial Transnational
Centres Index | Local
The Leading centers (London, New York, Tokyo, Hong
Economist Kong, Paris, Frankfurt, Singapore)
Others centers (Chicago, Zurich, Sydney)
The stages of the City of Local
financial centers London Local centers that are open to foreign participants
evolution Corporation | Regional
International
City of Mature National centers
London Emerging Global centers
Corporation | Mature Global centers
Subordination G. Moyseych | Global offshores (London, New York, Zurich)
(offshore vk Niche offshore centers (Cayman Islands, Bahamas)
approach) Intermediate (regional, onshore-offshore) financial
centers (Singapore, Dubai, Hong Kong)
Functional G. Moyseych | Global exchange centers (London, New York, Zurich,
specialization vk Tokyo)
Regional centers of universal financial and service
distributing centers type (hubs) (Singapore, Hong Kong,
Dubai)
Regional centers of the type of more specialized
providers of financial and operational, information and
technology services (Mumbai, Sydney, Dublin)
Niche offshore centers of the type of special economic
zones (Panama, Cayman Islands)
The time of A. Sakharov | Old centers (London, New York, Tokyo, Frankfurt)

formation and the
principle of
historical and
economic

New centers (Singapore, Hong Kong, Dubai)
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development

Purpose S. Pakhomov | "Gate" on the capacious national capital market (New
York)

"Geographic location" for cross-border transactions of
customers from around the world (London)

"Financial ghetto" (offshore centers)

Status of currency | G. Moyseych | Centers that are global money issuers (London, New
that is emitted yk York, Tokyo)

Centers that are regional money issuers (Singapore,
Hong Kong, Dubai)

Centers that are not issuers

Social and L. Shpak Financial centers in countries of developed market
economic type of economy
country of location Financial centers in developing countries

Offshore financial centers that have emerged in both
groups of countries

Note. Compiled by the author based on [2-4; 6-11; 13; 14]

According to the classification of N. Thrift, the variety of international financial centers
can be divided into three groups: global (London, New York, Tokyo), zonal (Singapore, Hong
Kong, Paris, Los Angeles) and regional centers (Sydney, Chicago, San Francisco, Dallas,
Miami, Honolulu) [14]. This classification is formed on the basis of the analysis of location of
the main headquarters, branches and regional offices of transnational corporations.

Specialists of London Z/Yen Group use a differentiated classification of financial
centers, distinguishing the global (London, New York), international (Hong Kong, Singapore,
Frankfurt, Chicago, Tokyo, Sydney), niche or specialized (Zurich, Geneva), national (their list
almost coincides with international) and regional centers [13]. This classification takes into
account, above all, the role played by financial centers in the world economy, and offers their
following differentiation:

- Global centers serve a large number of national economies, including difterent types
of financial centers and are intermediaries in the international capital movement;

- International centers serve the capital movement within at least two national systems;

- Activity of niche centers has a specialized character;

- National centers serve the national financial market;

- Regional centers are important for particular regions of the country [3].

According to this classification, the difference between global and international
financial centers is explained in the following way: the former are centers of currency, credit
and other financial transactions globally, while the latter are regional infrastructure
associations for two or more countries.

Alongside it, calculating the Global Financial Centers Index the London City experts
use a method that provides the classification of financial centers into the global, regional and
local ones pointing out the following subgroups within each group: centers that have
established themselves in this status; diversified and specialized centers, as well as financial
markets, applying for inclusion in the appropriate group in the near future [13].

Global financial centers are well known in the world and maintain agreements of any
kind in the global scale (Z/Yen Group Limited refers the financial center to this type, if it is
rated by more than 70% of respondents). Transnational financial centers maintain regional
agreements (Z/Yen Group Limited refers the financial center to this type, if it is rated by more
than 50% of respondents). Local financial centers maintain the local agreements.
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Financial centers can also be categorized in terms of their evolution and passing certain
stages of development. In particular, in the process of evolution a world financial center first
can take the character of local center, then regional center [7]. Experts of the City of London,
specifying phases of the process of the international financial center formation, distinguish the
stage of local center formation, the stage of local center opening for foreign participants, the
stage of the regional center formation and the stage of the city turning into the international
financial center [11].

In the analytical study «Developing a Global Financial Centre for Social Impact
Investmenty the types of financial centers are also considered from the perspective of stages
of their development. The authors of the study identify three types of financial centers that
meet stages of national financial center transformation into the global one, namely:

- Mature national financial center, which concentrates domestic demand and supply
of the financial capital;

- Emerging global financial center that is able to attract sufficient number of
international providers of capital — lenders and investors;

- Mature global financial center that combines international supply of capital with its
international demand [9].

Some researchers, giving their own classifications of financial centers of the world,
almost equate them with offshore centers. For instance, G. Moyseychyk notes that the
common systemic characteristic of financial centers of any type is expressed in their offshore
nature, which is found in mainly transnational and cross-border specialization of the center
[4]. Following this logic, and taking into account the criteria of subordination and the role of
financial centers in the global financial system, the following types of centers are pointed out:

- Global financial centers (global offshores) establish rules and standards that are
mandatory for all participants of the global financial system (London, New York, Zurich);

- Niche offshore centers are products of global centers, are subordinated to them and
have the most liberal tax, currency, administrative regimes for financial transactions (Cayman
Islands, Bahamas, etc.);

- Intermediate (regional, onshore-offshore) financial centers are the part of the system of
international financial centers that serves the global centers, partly borrowing the rules of
offshore (Singapore, Dubai, Hong Kong).

Recently, scientists pay more attention to the possibility of financial centers
categorizing according to their specialization in different fields and areas of financial activity.
In particular, the following division of spheres of influence in the global financial market is
formed: London (euro money market, gold market, stock market, futures market); Zurich
(gold market); Singapore (stock market); Hong Kong (international syndicated lending
market); New York (investment banking); Chicago and Frankfurt (futures and options
contracts market), etc. [7].

G. Moyseychyk offers a more precise typology of financial centers on their functional
specialization, which provides:

- Global exchange centers, that are aimed at integration into the global exchange
network and organization of world exchange transactions (London, New York, Zurich, Tokyo
and others);

- Regional centers of universal financial and service distributing centers type (hubs) that
specialize in providing transnational financial, operational, logistic, information and other
services to maintain the financial flows associated with the international movement of goods
and capital (Singapore, Hong Kong, Dubai);

- Regional centers of the type of more specialized providers of financial and
operational, information and technology services that create in the home country modern
financial, IT and other complex of services, serving national and transnational customers,
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including: Internet banking, investment banking, transnational venture financing, etc.
(Mumbai, Sydney, Dublin);

- Niche offshore centers of the type of special economic zones, which are essentially
enclaves of global financial centers and are free of taxes and customs duties (Panama,
Cayman Islands, etc.) [4].

According to the time of formation and the principle of historical and economic
development the existing financial centers are classified into old and new ones [7]. Old
financial centers formation was caused by a number of historical and geopolitical
backgrounds, their development was based on natural conditions and they are a continuation
of the regional economy (London, New York, Tokyo, Frankfurt). New centers are established
relatively recently to stimulate the local economy, their development is based on creating
artificial conditions (Singapore, Hong Kong, Dubai).

In terms of destination, there are three types of financial centers:

- "Gate" on the capacious national capital market (New York);

- "Geographical location" for cross-border transactions of customers from around the
world (London);

- "Financial ghetto" (offshore centers) [2; 6].

According to the location and social and economic type of country financial centers are
divided into:

- Financial centers in countries with developed market economy;

- Financial centers in developing countries;

- Offshore financial centers that have emerged in both groups of countries [8].

The Economist magazine, which gives a special review of the financial centers of the
world, so-called "capitals of capital”, divides them into leading centers (London, New York,
Tokyo, Hong Kong, Paris, Frankfurt, Singapore) and other financial centers (Chicago, Zurich,
Sydney and others) [7; 9]. The experts have concluded strengthening polarization between the
centers of the first and second groups.

In terms of the status of the currency, which is emitted, the financial centers are
distinguished in:

- Centers that are global money issuers (London, New York, Tokyo);

- Centers that are regional money issuers (Singapore, Hong Kong, Dubai);

- Centers that are not issuers, which don’t have own currency and use global and
regional currencies in operations (in particular, niche offshore centers are referred to this
group) [4].

Thus, the modern classifications of financial centers primarily focus on the scale and
volume of financial transactions carried out within the centers and the importance of financial
centers for national, regional and global economies. Some terms that are used to determine the
type of financial center have several spheres of usage. For instance, scientists consider the
term "regional financial center" both as a financial center, which is important for a particular
region of the country, and as a synonym for the categories of "international financial center"
and "transnational financial center." This multidimensional nature of regional financial center
definition meets different taxonomic levels of regions. Alongside it, in our point of view, the
identification of world financial centers as offshore areas is rather debatable. It is still
advisable to regard typical offshore centers as a specific type of international financial
centers. Towards the functional specialization of financial centers, contradictory trends are
observed. On the one hand, division of spheres of financial centers’ influence on the global
financial market is formed historically. On the other hand, in terms of increased competition
between the mature and emerging financial centers and the formation of new ones existing
financial centers try to cover new areas of financial services, resulting in a certain
universalization of financial centers activities.
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Prospects for identifying new criteria for the financial centers classification and
evaluation of current transformations in the world system of financial centers can be the
subject of further research in this respect.
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T. B. Mapena
CYYACHA THITIOJIOI'TAA ®IHAHCOBUX HEHTPIB CBITY

Y emammi pozenauymo enobanvny cucmemy ¢hinancosux yenmpis. Jlocniosxceno cyuacHi
munonoeii inancosux yewmpie ceimy 8i0NOBIOHO 00 MAKUX KPUMEPIis, K POIMIiljeHHs
201106HUX wmab-keapmup ma pecionanvHux ogicie THK, ponv ¢inancosux yenmpie y
ceimogomy  2cocnooapcmei, emanu  egonoyii  Qinancosux  yewmpis,  cyOOpOUHAYi,
@yukyionanvna cneyianizayis, 4ac YMEOpPeHHs, NPUSHAYEHHA, CMamyc 6aniomu, ujo
emimyemocsi, mowjo. Bcmanoeneno, wo cyuacui knacugikayii - Qinancosux yewmpie
nepeoycim KOHYEeHmMpYIomsbcs Ha macuwmabax ma obcseax Qinancosux onepayii, [Ki uepes
HUX 301UCHIOIOMbCS, MA 3HAYeHHI DIHaAHCOBUX Yenmpie 01 HAYIOHAILHOIL, pelioHANbHOI ma
CB8IM060I eKOHOMIKU.

Busnaueno, wo omomooicnents ¢hinancosux yeHmpie MmMilbKu 3 0QuiOpHUMU
Mepumopisamu, ke BUNIUBAE 3 0EAKUX 00CNI0AHCEHb, € 00OCMAMHbO OUCKYCIlIHUM. Braszano nHa
OdoyinvHicmo  i0eHmugikayii ouiopHux yewmpié K CneyuiuHoeo 6udy MiHCHAPOOHUX
Qinancosux yenmpie. BcmaHnoeneHo, wWo neeHi mepmiHu, SAKI GUKOPUCTIOBYIOMbCA O
BUBHAYEHHA Muny QIHAHCO8020 YeHmMpPY, Malomb 0A2amoacneKmHull Xapakmep i MO’CYmb
BUKOPUCMOBYBAMUCS OJis1 NO3HAYEHHS PI3HUX MAKCOHOMIYHUX DI6HI8 (DIHAHCOBUX YeHMPIE.
3okpema, ye cmocyemuvca peionanibHo20 QIHAHCO8020 YEHMPY, AKULL MOdHCe GUCIYNATU | K
Ginancosuii ocepedok, Wo Mae 3HAYEHHS O KOHKPEMHO20 pPelioHy KpaiHu, i sIK CUHOHIM
Kamezopiti «MIJCHAPOOHULl (iHaHCOBULl YeHmpy» ma «MPAHCHAYIOHANbHUL QIiHAHCO8UL
yenmpy.

Buseneno, wo y cghepi gpynxyionanvroi cneyianizayii ¢inancosux yeHmpie MOMICHA
KOHCMamy8amu HAsIBHICMb  CYNepeuIusux meHoeHyit. 3 00Ho20 00Ky, Ha 2100anNbHOMY
(inancosomy puHKy ICMOPUYHO CKAABCSA NEBHUN NOOJLL cqhep 6nauU8y Mixc (QiHancosumu
yenmpamu. 3 iHU020 OOKY, 8 YMOBAX 3A20CMPEHHS KOHKYDEHMHOI OOpomvou Midxc 3pinumu
ma SUHUKAIOYUMU (DIHAHCOBUMU YEHMPAMU MA NOSA6U HOBUX (DIHAHCOBUX OCEPEOKI8 ICHYIOU]
Qinancosi yemmpu Hamazalomvca oxonnoeamu Ho8i cgepu hinancosux nocnye, 6
pe3yribmami 4020 8i00V8AEMbCsl Ne6HA YHIBepcanizayis OisbHOCMI (IHAHCOBUX YeHMPIB.

Knwuoei cnosa: inancosuti yenmp (10KaATbHUL, HAYIOHANLHUU, DPeCiOHANbHUI,
MIJHCHAPOOHUL,  2100anbHuUll), 2100anbHa  Qinancosa cucmemd, QIHAHCOBULL  PUHOK,
MINCHAPOOHI  ¢hiHancosi onepayii, iHOeKc 2100anlbHUX (QIHAHCO8UX YEHMPI8, OpuIOpHULL
yenmp.

109



