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Introduction

Much has already been said about the history of international financial centres (IFCs) since the eighteenth century, but the most recent period (i.e. the last twenty years) has yet to be examined in detail.

Since the 1970s, a great deal has been written in an attempt to explain the dynamics of the major centres, from the oldest to the most recent. Among these works, in addition to Youssef Cassis's bestseller The Capitals of Capital (2008), we can cite the studies by Paul [START_REF] Einzig | The Fight for Financial Supremacy[END_REF], Charles [START_REF] Kindleberger | The Formation of Financial Centres: A Study in Comparative Economic History[END_REF], Richard [START_REF] Roberts | International Financial Centres: Concepts, Development and Dynamics[END_REF], and H. Curtis [START_REF] Reed | The Preeminence of Financial Centres[END_REF], which offer a large panel of research seeking to explain and measure the attractiveness of IFCs (Quennouëlle-Corre and Cassis 2011). Reading them gives an idea of the variety of criteria selected by the different authors, and the fact these criteria have changed over time. The subject thus appears inexhaustible and deserves to be re-examined regularly. The 2007 Global Financial Crisis (GFC) and the Brexit perspective make this a very timely moment to look back over the history of international financial centres. 1 Although this book focuses mainly on the decade 2007-17, it is also essential to take long-term trends into consideration. The best-known, now considered central, are as follows:

• The financial 'ecosystem': banking system, depth of capital markets, size of savings pool, size of asset management, facilities, and financial services, market infrastructures;2 

• The internationalization of the economy;

• The skilled labour force (even with the development of advanced automation and artificial intelligence, there is a permanent need for human skills);

• The 'pro-business' environment and government, legal, and fiscal stability;

• Quality of life (culture, security, cost of living, pollution, etc.);

• Urban infrastructure (transport, schools, housing, etc.).

Two kinds of criteria come to light here: those linked to the quality of financial services and those linked to macroeconomics or the quality of the 'environment'-used here in a broad sense. This raises the issue of how to prioritize them in order to explain a financial centre's attractiveness; which of them are essential? What affects the final decision for a location, the financial ecosystem or the macroeconomic environment? How do managers, expatriates, and governments influence the decision?

For instance, does quality of life matter for an IFC's standing? It certainly does, and this needs to be examined, as large banks and funds are likely to move from London after Brexit. The recent report from Deutsche Bank Market Research-a detailed survey of global prices in forty-seven cities-gives some interesting indications: in the 'quality of life ranking' section, Paris (ranked 30) is listed above London (33) but below Zurich (5), Berlin (11), Dublin (21), and New York (28) (Deutsche Bank 2017). However, it is difficult to measure the weight of this criterion in the decision about where to establish firms and services. It is not a top priority, but it still has to be considered. I will study these different factors, but will focus on financial services, the outlines of which are easier to define than the quality of environment, which is, by its very nature, subjective.

In addition to the consequences of the GFC and Brexit on each IFC, the aim of this collective study is to look at the way the financial revolution and the La Financière de l'Echiquier and director of the French Management Association (Association française de Gestion, AFG). second globalization have, in fact, changed their activities, their place in the world, and their role in financial services. The main part of this chapter is therefore divided into three sections. Section 4.2 questions the impact of globalization on Paris from the 1980s until 2007. Section 4.3 focuses on the consequences of the GFC on Paris' financial centre. Section 4.4 searches to evaluate the effects of Brexit on Paris as an IFC.

What Has Changed since the 1980s? Long-term Trends and New Circumstances

Paris' Recent Past

Trying to predict the future of Paris requires looking back over its recent past. Having been a serious competitor to top IFCs such as London and New York in the nineteenth century and the first half of the twentieth century (Quennouëlle-Corre 2015), Paris has struggled to survive as a major European centre over the last hundred years, partly because France was reticent to liberalize its economy, and came late to the second globalization that occurred in the 1980s.

As Ranald Michie analyses in his book on global securities markets, 'Towards the end of the twentieth century, the global securities market reached and probably surpassed the position it had occupied at the beginning' (Michie 2006, p. 297). Globalization involved an unprecedented degree of integration thanks to the technological revolution coupled with the total liberalization of markets and the opening up of monetary and financial borders.

Did this signal the end of geography, as claimed by O'Brien (O'Brien 1992)? There are several indications that location is becoming less and less important for financial activities; the suppression of financial and monetary borders, the development of electronic trading, the expansion of worldwide banking, and the end of stock exchanges' monopoly for trading all contribute to this trend.

The consequences were visible on the stock exchanges and banking systems, and more generally, in the entire financial ecosystem. France, too, was affected by the phenomenon, although somewhat later than other countries when it did succeed in catching up.

This happened in the 1980s when the French 'Big Bang' led to great upheavals in regulation, competition, and technology-as most of the continental financial centres experienced at that time. Since then, 'stability, competition, and security' have been the main principles of France's financial policy, and this has been particularly visible in the stock markets. The MATIF, which was launched in 1985, soon became the major futures market in Europe and the world's third largest market; the end of exchange controls, together with disintermediation, strengthened the growth of French capital markets. In the early 1990s, Paris caught up with European leaders thanks to a determined strategy by French investors, firms, and operators: 'Paris Europlace', an association of French institutions involved in developing Paris as an IFC, was created in 1993. It brought together about 150 members including the Ministry of Finance, the Banque de France, Caisse des dépôts et consignations, the Chamber of Commerce and Industry (CCI), the Greater Paris Regional Authority, commercial banks, insurance companies, investment funds, and brokerage firms. The activity of 'Paris Europlace', which was beginning to stagnate somewhat at the start of the twenty-first century, has been boosted by the announcement of Brexit. The fact that this association already existed has facilitated the recent mobilization of all its stakeholders.

However, Paris requires a certain amount of assistance from French institutions (such as official institutions, professional bodies, and local or national authorities), because it experienced various obstacles for several decades before the 2007 crisis.

The 1990s and early 2000s were buoyant years for Paris, boosted by the arrival of the euro and the fact that European strategies were, at the time, settled by financial institutions, despite the somewhat limited vitality of the Parisian market and its international role [START_REF] Straus | The Future of the Paris Market as an International Financial Centre from the Point of View of European Integration[END_REF], and the fact that the MATIF was severely hampered by the German futures market's offensive in 1999. 3To sum up the situation, as the twenty-first century dawned, Paris enjoyed several major advantages to come back into the race for European leadership, even though its image was suffering from decades of financial protectionism and state intervention. It was about to overcome its fragility. At the time, the bursting of the dot-com bubble tempered the optimistic climate, but it merely postponed the ongoing stock exchange mergers. In this optimistic context in 2000, the creation of Euronext (by the merger of the stock exchanges of Paris, Amsterdam, Brussels, and then Lisbon in 2002) and its location in Paris (but under Dutch law) symbolized the European desire to join the global race, whereas the rapprochement between the London Stock Exchange and Deutsche Börse failed in 2000. In the global context of stock exchange demutualization, Euronext became the first cross-border project to merge stock exchanges ever realized. 4 The merger was completed by the unification of trading and clearing operations (LCH.Clearnet).

In 2006, a new attempt was made to merge Euronext and Deutsche Börse, but this was not approved by some of France's financial institutions that feared the effect of German hegemony on the organization. This partly explains why some French stakeholders preferred an agreement with the New York Stock Exchange (NYSE) based on a transatlantic strategy, and the desire to export a decentralized organizational model. By 2007, the NYSE Group and Euronext merger could have given Paris its wings, since it would have marked the creation of the world's largest and most liquid exchange group-NYSE Euronext (Bonin and Blancheton 2017). However, the 2007 GFC put paid to this project, and the new private platforms (multilateral trading facilities) now compete with traditional stock exchanges. Five years later, the attempted merger between NYSE Euronext and Deutsche Börse was blocked by the European Union, reluctant to give such a dominant position on the derivative markets to LIFFE (Euronext) and Eurex (Deutsche Börse).

Later, in December 2012, ICE bought NYSE Euronext, and then the American operator separated all its activities, stripped it of its main assets of clearing and futures, and put Euronext back on the market. Paris lost a huge futures market (the LIFFE), while its clearing activities were located in London and owned by the London Stock Exchange, although it retained the Monep (the negotiable options market), the CAC 40 futures market, and several commodity futures markets (e.g. wheat).

It is interesting to examine what several French professional bodies did to defend Paris's role at the time. Institutional investors and asset managers found themselves at the forefront of the battle. They multiplied discrete actions and initiatives to reform French technical regulations and to improve coordination with other European markets. Specializing in retail asset management, they maintained their activities in France, given the depth of the savings pool invested in UCITS. However, the preference for liquid savings encouraged by higher interest rates and regulatory actions is a long-term trend in France that contributes to the low rate of savings invested in shares. Savers gave priority to life-insurance investments and moneymarket mutual funds.

By contrast, large French banks and insurance companies had a global strategy, and when futures markets increased dramatically and became the most important capital market, most of them delocalized derivative services to Luxembourg. According to several testimonies, some of them tried to save the MATIF in 1999, but they did not play an active role in the Deutsche Börse/ Euronext merger and, more generally, in the defence of Paris as an IFC. The absence of a common strategy including banks and insurance companies disadvantaged Paris in comparison with the collective mindset of the City of London, for instance. Thanks to their huge weight in terms of jobs and activities located in Paris, banks could have tilted the balance in favour of the French capital. In order to compete with the big global banks, they necessarily favoured an international strategy based on a delocalization of profitable activities in London or in Luxembourg.

Nevertheless, the banking industry remains one of Paris's great strengths for its competitiveness, and five French banks are still among the largest banks in continental Europe (see Section 4.3.2). However, the GFC and Brexit may well have changed the banking strategy completely, as we shall see in Section 4.3.

Growing Competition and New Criteria

The recent upheavals have increased the fierce competition between financial centres, and the direction of international capital flows is now based on different criteria. At the start of the twenty-first century, the comparison between IFCs is increasingly focusing on the costs of financial services (listing, taxation, requests for prospectuses, etc.), and on deregulation. This was not the case in the 1960s, when the opening of borders and the suppression of exchange controls were a priority. Tax policies were not really considered a discriminatory factor until the 1980s, since every IFC required more or less the same level of taxation. Similarly, the flexibility of the labour market and the taxation of high wages have become increasingly discriminatory in recent years (while bonuses have grown dramatically) [START_REF] Godechot | Le capital humain et les incitations sont-ils les deux mamelles des salaires dans la finance ?' ('Are Human Capital and Incentives the Two Breasts of Wages in Finance?[END_REF]. This was a serious obstacle for Paris, considered until then as a centre with a high level of taxation. From another perspective, together with financial liberalization, the capacity for innovation has been a decisive advantage as the rapid development of technology has accentuated competition in processing speed for trading. In the 2000s, innovation capacity remained a key priority for IFCs, which try to stay in the global race by luring highly-skilled labour and fintech firms.

Consequently, the number of IFCs has grown since the end of the twentieth century, and Paris faces new challengers. These days, financial rivalry in Europe is no longer merely a battle between the historical IFCs; London, Paris, and New York are facing new competitors because the attractiveness of financial centres has shifted over the last thirty years. Moreover, the European Union is now a huge potential market for financial services and products, and is becoming increasingly attractive for international operators.

For instance, Luxembourg's financial facilities have made this small country more and more attractive for futures activities and the asset management industry. At the same time, the rapid rise of Dublin and Frankfurt have made them new competitors and changed the entire situation within the EU. With regard to the quality of the financial ecosystem and stability, London, Frankfurt, Paris, and the Swiss IFCs remain the European leaders, while Luxembourg and Ireland have major fiscal advantages. However, for these two countries, being tax havens does not compensate for the lack of infrastructure. For instance, compared to older centres, neither of the two countries can offer a large pool of savings, a comparable size of stock, bond, or derivatives markets, besides the growing activities of asset management and private equity. When taking into consideration the quality of life (culture, security, cost of living, pollution, etc.) and the urban infrastructures (transport, schools, housing, etc.), these competitors cannot rival the major European hubs.

What we can say at this stage of the study is that the global financial landscape is multipolar, especially in the Eurozone. Paris's main competitors are to be found in this geographic and monetary area, as neither the French capital nor any other European centre can rival London's financial cluster and its high degree of internationalization.

The Consequences of the Global Financial Crisis on the Size and Competitiveness of Paris as an IFC

Historically, financial crises have always been closely intertwined with globalization, and they re-emerged with globalization's second wave with the 1987 crash, which was followed by the Asian financial crisis in the 1990s and the bursting of the dot-com bubble in 2000. Unlike these crises of varying magnitudes, the turmoil in 2007-8, the like of which had not been seen since the Great Depression in 1929, affected every financial centre at the time.

Paris after the GFC: A Moderate Impact

Ten years later, it is time to assess the damage and, more generally, the effects on mid-term trends. When reviewing Paris's activities, the assessment is mixed. Depending on the business segment involved, financial services have been more or less affected by the crisis, and their competitiveness does not seem to have changed dramatically. Here we use three criteria to evaluate the effects on the French ecosystem: the number of jobs in the financial sector, capital market activities, and the position of the banking sector.

Firstly, the level of employment in the financial sector has not fallen-on the contrary, it has been increasing steadily after a slight slowdown from 2007 to 2013, as shown in Figure 4.1. These official figures are extracted from the Ministry of Economy and Finance database (INSEE, French National Institute for Statistics and Economic Studies). In 2016, 800,000 direct jobs included 330,000 jobs in Paris and the Greater Paris Region.

Market activities were affected to varying degrees by the crisis. Euronext trading volume has not returned to its pre-crisis level, but its market capitalization has increased since 2008, while its free market and second market rose again in 2012, both indicating the dynamism of the stock exchanges (see figures 4.2, 4.3, and 4.4).

In addition to the Euronext cash market (similar in size to the Deutsche Börse in terms of market capitalization), two other significant capital markets can be taken into consideration. Firstly, the Paris derivative markets offer a diversified range of products such as equity, index, and commodity derivatives. More specifically, supported by the global strength of the French banks, 
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Employees ('000) both for corporate bonds and government securities. This is still the case today since France remains the leader in European international corporate bond markets,5 and Paris's activity on the European government debt securities market has increased steadily since 2005 (see Figure 4.5). These figures illustrate that the Global Financial Crisis temporarily reduced the share of trading activities for equity markets but not for derivative or debt securities markets. Signs of recovery for the entire marketplace have been visible since 2012. Nevertheless, to get a precise evaluation of a centre's international ranking, it is necessary to compare the volume of activities of all its markets with those of its competitors. Given the various capital markets at stake, a full treatment of the topic is impossible here. The evolution of the turnover of derivatives between 1995 and 2016 can give an idea of the importance of the leading derivatives markets around the world (see Table 4.1). On this evaluation, France arrives in the third position. From the same perspective, although France's asset management (AM) industry's growth has been eroded since 2008 compared with other European countries, the sector was not dramatically affected by the crisis. Assets managed on behalf of third parties rose from 1,473 billion euros in 2001 to 2,779 billion in 2007 and amounted to 3,593 billion euros in 2015. 6 In addition to the continued growth in the number of AM firms since 1998 (from 334 in 1998 to 613 firms in 2013, including 4,400 investment managers), Paris's AM industry includes four companies ranked in the global top twenty, and three global custodians ranked globally.

Having been the European leader for many years, the French AM industry is now the second largest in Europe with 20 per cent of market share, far behind the UK (37 per cent of market share). However, when looking at the market share in Europe based on fund domicile, which is our main concern here, the recent and spectacular rise of Luxembourg (27 per cent) and Ireland (15 per cent) explains why France finds itself in fourth place (13.3 per cent), just behind Germany (13.7 per cent). This fall is not a direct consequence of the GFC but is due to the attractiveness of tax-haven centres and their less strict regulations, which are attractive to investment funds. These institutions are by nature highly mobile and are constantly on the lookout for the most profitable location. For this reason, French operators tried to unify French and European laws by means of the 'FROG' initiative (a humorous acronym for 'French Routes and Opportunities Gardens') that they launched in 2016.

A Resilient Banking Sector

Banking all over the world was severely hit by the Global Financial Crisis. Overall, the GFC brought to light latent questions about financial and banking regulation that had not been resolved since the 1987 financial crash. Whereas strict regulation might have been considered a handicap before 2007, this is less valid after the Global Financial Crisis: stable and secure centres are perceived with more interest, whereas before this, the 'financial repression' of several countries was severely criticized by 'neo-liberal' thinking. However, like other European firms, French banks have suffered from the indirect consequences of the GFC, such as the growing weight of regulation (Basel III, MiFID), which reduces their ability to invest their incomes and pursue their activities abroad. Global competition between banks lost impetus after the fall of Lehman Brothers. As Hubert Bonin writes, the 'geobanking map' [START_REF] Bonin | Geoeconomics and Banking[END_REF] has been redrawn since the crisis. Could this represent the return of geography in this sector? This is highly unlikely, and it is probable that this is a temporary trend. Moreover, this raises the question of the nationality of big banks and therefore their links to a geographic place, since their employees and managers are of various nationalities and their profits are international, as are their stakeholders.

Until recently, banking stability was not considered as a decisive advantage, but the global crisis cast a new light on the relevance of a healthy banking sector, and this is now regarded as an important factor for an IFC. In the same way, in 2011, the European Banking Authority was set up in London, and the European Union strictly enforced regulation for European banks. This is shown most clearly in the directive of the European Parliament and of the Council of Europe of 26 June 2013, which has been transposed into member states' national law, and which lays down the rules on capital buffers, bankers' remuneration and bonuses, prudential supervision, and corporate governance.

In this respect, its stable banking system could be considered as a strength for France, as few French banks were seriously hurt by the financial crisis and the following Eurozone crisis. In the United Kingdom, the banking sector's profits fell sharply by 4.7 per cent of GNP, and there was a fall of 7.1 per cent in Switzerland. Inside the Eurozone, the change in banking profits represented about 0.5-0.6 per cent of GNP. But the French banks kept on making profits in 2008, whereas significant losses were recorded in the German banking sector [START_REF] Plane | Les banques dans la crise[END_REF]. The degree of banks' exposure to securitization made the difference: for instance, the share of Deutsche Bank's profits due to securitization activities amounted to 23 per cent, but the corresponding figure for the income of the three big French banks (BNP Paribas, Société Générale, and Crédit Agricole) was only 3 per cent.

Similarly, the size of French commercial banks may be a key asset during these turbulent times: five French banks are in the global top twentycompared with only one German bank, for example. While major global banks were scaling back their ambitions to become universal banks, the French BNP Paribas took over the Belgian Fortis in 2009. The three groups, BNP Paribas, Credit Agricole, and Société Générale are now among the world leaders in custodial services.

While instability remains at the core of the financial and banking systems, the need for security is increasing. The growing influence of the European Central Bank and the European Union in defining new rules and regulations cannot be ignored. Since the GFC, they have been playing a key role in Europe's financial framework. Similarly, transparency in trading and the supervision of offshore centres (tax havens) in Europe has become a priority, and the supervisors have already begun to study the issue, and more information on financial services is being requested. However, even if Luxembourg and Ireland are stigmatized for being tax havens, it will be difficult for the EU to intervene in their domestic taxation systems and the question is still pending.

If a stable financial system and a high-quality regulatory environment are now required,7 the former criteria-size of the banking system, depth of capital markets, size of savings pool, size of asset management activity, facilities and financial services, market infrastructures, internationalization of the economy, skilled labour force, 'pro-business' environment and government, legal, and fiscal stability-are still crucial to maintaining financial centres' competitiveness. This is the case for the financial ecosystem, the quality of its skilled labour force and its advance in new technologies, in which Paris retains some advantages.

A Dynamic Financial Ecosystem

The French financial 'ecosystem' relies on the diversity and solidity of its actors and a large savings pool. To sum up, Paris offers a complete range of services inside the Eurozone, in equity markets, euro-denominated bond markets, derivative markets, asset management and private equity, banking activities, digital finance and fintech.

In addition, France maintains a high degree of internationalization in financial services. Table 4.2 shows the different kinds of extra-European firms authorized to carry out activities in France, thanks to the European Union financial passport (according to the 2017 Bank de France register).

France's asset management industry, one of the most dynamic and diversified in Europe, belongs to the core of the ecosystem. France offers the secondlargest asset management pool in the world with $1,683 billion in assets as French funds, and four asset management firms ranked in the global top twenty. French banks run a large share of AM compared with other countries such as the UK or the United States. Of course, although Paris is well placed in Europe, the size of its independent AM firms cannot be compared with those in the United States. For instance, Black Rock-the largest investment manager in the world-had more than $5 trillion assets under management in 2017 (more than the entire French AM sector, including both independent AM firms and banking AM). The situation resembles that of David and Goliath, but for at least twenty years, the AM industry has been the most dynamic element in favour of Paris as an IFC and its lobbying should not be underestimated. It is based on a large personal and institutional savings pool, the latter accounting for 26 per cent of invested institutional assets under management in the EU (not including the UK).

A final criterion for a competitive IFC concerns the importance of a skilled labour force. France is in a strong position with its high level of university education; French business schools and universities are capable of training students to meet the professional needs of the financial industry. The abundant and highly qualified human resources in France can be exemplified by achievements in mathematics (thirteen of fifty-six Fields Medals) and its renowned business schools. According to the Financial Times Business Schools Ranking, four French Masters degree courses in Finance rank among the global top five. The capital city can boast a large talent pool of engineers, data scientists, and computer specialists. And the presence of highly skilled workers could be of importance for local activities in financial innovation. However, the question is beginning to emerge as to how important this is now that skilled workers are increasingly mobile and increasingly attracted by high salaries abroad.

Paris's competitiveness is also linked to its ability to rise to future challenges such as blockchain and fintech in general. Continuing to develop new technologies is an ongoing challenge for any centre. This trend became increasingly marked in the 2000s with the development of private platforms (of which there are now approximately 250 in Europe), competing with official stock exchanges, which became quoted companies at the same time. This multipolar world forced the IFCs to rethink their role and their attractiveness, OUP UNCORRECTED PROOF -FIRST PROOF, 5/3/2018, SPi
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especially with regard to the development of blockchain a few years ago. Blockchain may well reduce the volume of IFCs' activities. In the long term, it could be of no interest for blockchain providers to be attached to one geographic centre. Nevertheless, according to some operators, even if clearing activities become instantaneous and counterparty risk is partly reduced, they will still be required at the end of the transaction process. Moreover, considering institutional inertia, it will take a long time to reverse these longstanding trends.

In my opinion, the growth of the wider sector of 'fintech' is more promising for the future of financial centres than the single case of blockchain. The 2016 launch of a new 'French Tech Hub' is an illustration of the success of the French 'finance innovation cluster' set up in 2007, where more than 350 projects have been approved. The recent opening in Paris of the world's largest incubator, with over 1,000 start-ups, has enhanced the city's growing reputation in terms of technology. Over 1,200 French fintech companies now have official approval in various sectors such as big data, new financing tools, payment, risk management, and social and sustainable economics. In this particular sector, which has been growing since 2013 due to the leadership of China, France is gaining some advantage in sustainable and responsible development with so-called 'green bonds', and the Parisian market was the second-largest issuer of green bonds in the world in 2015. In the same year, Euronext launched the 'Low Carbon 100 Europe Index', composed of a basket of a hundred stocks having implemented a strategy to reduce their CO 2 emissions compatible with a 2-degree warming trajectory. In 2016, the competitiveness of Paris suddenly became an issue when the British people voted to leave the European Union. Once again, the French capital is harbouring dreams of leadership.

The Consequences of Brexit: What Changes for Paris?

The effect of Brexit may be important for Paris, but much remains uncertain and depends on the political negotiations for the entire Brexit process. The first consequence has been the unprecedented mobilization of Parisian stakeholders.

'A kind of sacred union has emerged,' said Gerard Mestrallet, President of Paris Europlace. 8 In fact, several initiatives have been launched to push Paris into the spotlight: the recent FROG initiative led to several regulatory changes. For instance, unlike the current regulation in force in France, it is not necessary to have a bank account in Luxembourg to invest capital. The 'FROG' initiative aimed to resolve this legal difference.

Two investors' associations-the Association Française des Investisseurs Institutionnels (AF2i) and the Association Française de Gestion (AFG)-are particularly involved in the fight for the European leadership. In addition to public institutions (Autorités des Marchés Financiers, Banque de France, and the French Prudential Supervisory Authority, ACPR), brokers, and mediumsized banks, Euronext and Euroclear are at the forefront of the battle. It is more difficult for big banks and insurance companies, involved in global strategies, to defend a local centre. However, they play an important role in different markets (the debt securities market, for instance), and Brexit has reactivated their involvement. Since 2016, various Paris Europlace stakeholders have been interviewed and regular international meetings have been held in Paris, the United States, and London, mobilizing the majority of key actors. These efforts to attract foreign companies are certainly not enough on their own to convince them, but this collective action is beginning to bear fruit.

Pending Technical Issues

Whether or not it will be a 'hard' Brexit, the main discussions are now focusing on two questions: firstly, the essential question of the European financial services passport, and secondly, the location of clearing houses.

In the aftermath of the Brexit vote, the City of London's main actors feared losing the banks that sell their financial products and services within the European Economic Area. The abolition of the European passport is therefore a critical issue for those countries but also for the UK, which is home to over 5,000 financial institutions that benefit from the European passport. Similarly, more than 8,000 firms from the EU operate in the UK thanks to the 'passport of entry'. France has made this its main battle and is hoping to take advantage of it. Furthermore, abolishing the European passport could generate a transfer of highly-skilled jobs to the EU. But again, we can only speculate about the future.

Where Should Clearing Houses be Located after Brexit?

The issue of location is vital for the derivative markets as clearing houses provide central counterparty clearing and risk management services for every kind of derivative product. As derivate activities become a major source of income for the financial sector, this challenge is a decisive one. As we have seen in the first section, in 2004, the merger of the British LCH and the French house Clearnet gave birth to the largest clearing house in the EU: LCH.Clearnet, located in London and owned by LSE. ICE Clear Europe, the other major clearing house, is also in London, which thus houses the vast majority of clearing transactions in euros. Brexit has revived the controversy about their location in the Eurozone, and the European supervisor (European Central Bank, ECB) may not accept a situation in which euro clearing does not comply with EU regulation. Therefore, on 4 May 2017, the European Commission declared its intention to relocate clearing houses of systemic size within the European area. And depending on the European Commission's decision, Euronext may be one of the potential purchasers of the subsidiary LCH. Clearnet SA. In addition to the ECB, the Banque de France and French politicians also wish to be engaged in discussions, since this issue involves the EU's independence with regard to financial regulation. Given the major challenge this represents, it could lead to a battle between Clearnet (France) and Eurex (Germany). To complicate matters, Eurex belongs to Deutsche Börse but is located in Luxembourg, whereas LCH.Clearnet is still under British law. Furthermore, the battle for settlement delivery between the two central securities depositories (CSDs), Euroclear (owned by France, Netherlands, UK, Ireland, etc.) and Clearstream (mainly owned by Germany and Luxembourg), confirms that institutional entanglements are complicating the very existence of future financial centres.

Once the Brexit process is launched, the issue of the geographical location of forex trading will also arise because 90 per cent of the forex market in euros is in London (see Table 4.3).

Will Eurozone members accept that the major euro market remains outside the European Union? This question remains unanswered at the moment and will be part of negotiations between the EU and the British government (along with agriculture, trade, and free movement of people). The negotiations are set to be long and tough, and the agenda remains somewhat uncertain; however, there is no doubt that negotiations concerning the EU's role will be followed closely by French stakeholders. For its influence on financial issues may be OUP UNCORRECTED PROOF -FIRST PROOF, 5/3/2018, SPi
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strengthened when Brexit negotiations begin. But at the time of writing this article, the cascade of events makes it impossible to predict the outcome of negotiations for the financial sector, which are intricately linked with a global agreement.

The EU's Power in Question

Since 2007, major new actors have emerged on the international financial scene and their influence has been strengthened by the crisis: the EU's and the ECB's influence has grown because of various directives on crucial issues such as market infrastructure, accounting standards, and regulation (MiFID I and II, Solvency II).

From the start, the EU was not in favour of a monopoly stock exchange for the entire continent (see Section 4.2.1); therefore, it blocked the merger of the NYSE/Deutsche Börse in the name of competition. The question is whether the European Commission will maintain its position in the coming decades in the light of the new political context: will it favour one or several IFCs in Europe, and within or outside the Eurozone? If its aim is to maintain several IFCs, Paris and other major European centres have an opportunity to benefit from Brexit, whether 'hard' or 'soft'. Ultimately, the balance of power between the UK and the EU will evolve with each stage of the negotiation process.

Studying each financial centre must not neglect the role played by international institutions. Strategic matters will be decided by the Commission, which is the only decision-making body along with the central bank. Consequently, EU countries will have less and less influence with regard to regulations and the institutional framework while the Commission's technical experts and civil servants will have a greater say in the final decision-and could possibly be influenced by British and/or American lobbyists, whose power has been underlined by many recent political studies [START_REF] Laurens | Les courtiers du capitalisme. Milieux d'affaires et bureaucrates à Bruxelles[END_REF]Autret 2007). Whether at the Council of Ministers, at the European Commission, or at the Parliament, the private-interest representatives have played a growing role in the financial sector. For instance, during the talks about the financial service trade at the end of the 1990s, the US Coalition of Service Industry and the British Invisibles played an active role lobbying in the dialogue on trade liberalization [START_REF] Coen | Lobbying the European Union[END_REF]. More generally, the associations of lawyers are extremely powerful, as well as the European Banking Federation, European Stock Exchange Federation, and other financial federations. But their main concern is to reach a consensus among the views of their national bodies [START_REF] Greenwood | Interest Representation in the EU[END_REF]. Private interests have to combine different channels in order to successfully gain access to the EU legislative process; and individual companies often prefer to establish their own lobbyists at Brussels [START_REF] Bouwen | The Logic of Access to the European Parliament: Business Lobbying in the Committee on Economic and Monetary Affairs[END_REF].
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The Recent French Political Shift

At the same time, France's influence within the Commission has declined over several decades. French employees at the European Commission represent now less than 10 per cent of the staff (3,193 employees), and at the highest level, there is only one European Commissioner per member state (28).9 But this may change with the arrival of new players such as France's Michel Barnier, at the head of a task force of thirty experts in charge of Brexit negotiations with the British prime minister. He may promote France's position against the continuance of the European financial passport, and French lobbying is, at last, under way. An example of this is the Capital Markets Union project, a very long and difficult process that has not yet been completed, but which has been progressing far more rapidly since 2016.

French lobbyists are beginning to exert an influence over current issues such as market infrastructure. For instance, France's asset managers have called for a European 'consolidated tape', establishing a central source of post-trade prices from regulated markets (which already exists in the USA). The ESMA (European Securities and Markets Authority) launched this project a few years ago, and it could give a competitive advantage to the Eurozone. In the same way, French operators have applauded the 2009 directive that provided a harmonized legal framework for 'undertakings for collective investment in transferable securities' (UCITS). Similarly, the recent abolition of the UCITS classification, a drawback for foreign operators in France, has made it possible for these French financial products to be marketed freely across the EU.

France is also beginning to shake off its poor reputation as a fiscal regime, which may give Paris some decisive advantages. The Macron Act in 2015 established a tax regime for free shares that is closer to German and British practices, and a guichet unique (a one-stop-shop) called 'Choose Paris region' was created in 2016, offering foreign firms assistance and advice in legal, administrative, and social formalities. But Paris still has to make more effort to show its goodwill in the eyes of foreigners: Parliament's decision in December 2016 to extend the area of TFF (a tax on financial dealings) and its abolition six months later reinforced the perception of fiscal and legal uncertainty in France. Since then, recent decisions taken by the new president Emmanuel Macron in July 2017, such as the tax reductions for high earners in the financial sector, as well as the exclusion of bonuses from traders' redundancy payments, have paved the way towards a more business-friendly environment in France. Many reforms have been announced to reduce taxation on capital, particularly through the 'impatriate scheme': this tax scheme for expatriate employees provides for partial tax exemption for part of the income, expatriation bonuses, and compensation related to assignments carried out abroad by foreign employees and senior managers taking up positions in France. Thanks to this temporary regime for high earners (applying for maximum of eight years in addition to the year of arrival in France), France has now the lowest effective income tax rate among its European competitors. 10Could the election of Emmanuel Macron give Paris a boost in the post-Brexit race? The newly-elected 'pro-business, pro-Europe, pro-finance' president will undoubtedly improve France's poor reputation regarding certain specific issues that have seriously hampered attracting foreign investors. The recent decision to relocate the European Banking Authority from London to Paris before March 2019, when Britain is set to quit the bloc, can be seen as a sign of this shift and will give a competitive advantage to Paris. (The EBA sets rules and regulations that are used by the European Central Bank to carry out tests of the banking sector within the European Union.)

Will the new political context improve the poor reputation of finance in France and therefore France's position in the financial world? Even if this is the case, it will take more than a decade to reverse current trends. Declarations are all very well, but investors are more interested in legal changes to taxation and labour laws.

Conclusion

In terms of global economic shock, there are many similarities between the 1929 financial crisis and the 2007 financial crash, but the effect of the latter on finance ten years later seems to be less significant, and activity returned to precrisis levels more quickly.

Like other IFCs, Paris was hit by the global crisis in terms of trading and banking activities. Nevertheless, France's financial architecture proved to be resilient to the shocks thanks to the strategy of the big banks and its institutional framework for supervision and regulation. From this perspective, Paris is in a favourable position compared with its main competitors in Europe. Moreover, the banks' failures since 2008 have emphasized the importance of a qualified domestic supervisor [START_REF] Lescure | Immortal Banks: Strategies, Structures and Performances of Major Banks[END_REF].

The consequences of Brexit for Paris will vary depending on several factors. Firstly, there is France's ability to reform its labour market and reverse its reputation on fiscal policy, which are its main disadvantages. Secondly, the negotiations between the European Commission and the United Kingdom, the financial aspects of which are only part of the discussion, and the level of regulation defined by the ECB within the Eurozone are two major issues to be resolved. Following this, there are various scenarios for the redistribution of some of London's financial activity. The most likely scenario seems to be a partial reorientation towards several continental centres such as Frankfurt, Paris, and Luxembourg, not to mention Dublin and Amsterdam. However, none of them matches London's international influence and its worldwide financial networks. Given the importance of legal matters, the decision will be taken not only by big banks but also by policy-making institutions. The European Union will shoulder most of the responsibility for the future of European centres: will it have a clear strategic vision? The EU has not yet dealt with this issue, but new circumstances may prompt Europe to take control of its own destiny, as it did seventy years ago.

The future of Paris, like others IFCs, depends also on the development of technologies which impact delocalization or location of financial services. From this perspective, the international financial firms have to play their game too. Because the disintegration of the production chain is made possible by the technological revolution and the globalization, global firms may have an interest in separating their activities geographically and in moving a part of their production to cheaper locations-offshore centres for instance [START_REF] Choppin-Ansidei | Location of International Financial Activities: Theoretical Finding and Recent Trends[END_REF]. The growing division of labour in banking and finance is an additional argument in favour of giving a balanced response to the future attractiveness of IFCs.
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 45 Figure 4.5. French corporate debt securities outstanding ($ billion) Source: Author, based on data from Paris Europlace. Quarterly figures.
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  1998 the French OTC derivative market has become the second largest in Europe, behind the United Kingdom and ahead of Germany.The debt securities markets give another indication of the vitality of Paris's stock exchange. Traditionally, France has always had a strong bond market, Author, based on data from Euronext.
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Figure 4.1. Financial sector employment in France, 2007-17 Note: Figures are given by quarter. The number of employees in the financial sector in France are considered as direct jobs. These data are a synthesis of governmental sources and business surveys on employment in the finance and insurance sector. For details see https://www.insee.fr/fr/sta tistiques/serie/001577252. Source: Author, based on data from INSEE (French National Institute for Statistics and Economic Studies). Source: Author, based on data from Euronext. OUP UNCORRECTED PROOF -FIRST PROOF, 5/3/Source:
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 41 Daily turnover in interest rates derivatives (all instruments) in $ billion Author based on data from Banque de France and Bank of International Settlements.

	Country/Year	1995	1998	2001	2004	2007	2010	2013	2016
	USA	32	58	116	317	525	642	628	1,241
	UK	59	123	238	563	957	1,235	1,348	1,180
	France	19	41	65	151	176	193	146	141
	Hong Kong	4	2	3	11	17	18	28	110
	Singapore	16	5	3	9	57	35	37	58
	Japan	26	32	16	31	76	90	67	56
	Australia	3	3	10	13	23	41	66	49
	Others	50	79	226	235	341	395	382	193
	Total	209	344	676	1,330	2,173	2,649	2,702	3,028

Source:

Table 4 . 2 .

 42 Type and number of financial institutions in France in 2017 Author, based on data from Bank de France register.

	Type of financial services firms	Number of financial
		services firms
	Non-EU investment firms	3,000
	Non-EU investment services providers	3,100
	Non-EU financial institutions	10
	Non-EU credit institutions	540
	Non-EU safekeeping and administration of financial instruments	735
	for the account of clients	
	Non-EU payments institutions	420
	Non-EU electronic money institutions	143

Source:

Table 4 .3. Daily

 4 

		turnover in foreign exchange markets, 1995-2016, (all instruments) in
	$ billion								
	Country/Year	1995	1998	2001	2004	2007	2010	2013	2016
	UK	479	685	542	835	1,483	1,854	2,726	2,426
	USA	266	383	273	499	745	904	1,263	1,272
	Singapore	107	145	104	134	242	266	383	517
	Hong Kong	91	80	68	106	181	238	275	437
	Japan	168	146	153	207	250	312	374	399
	France	62	77	50	67	127	152	190	181
	Switzerland	88	92	76	85	254	249	216	156
	Other	371	491	440	675	996	1,068	1,258	1,157
	Total	1,633	2,099	1,705	2,608	4,281	5,043	6,684	6,546

Source: Author, based on data from Bank de France register.

This includes: stock exchange, clearing business, security settlement system, central securities depositories (CSDs). CSDs play two roles in the national framework: ultimate custody of securities and securities settlement (operating securities settlement systems, SSSs).

That was not the only reason. See[START_REF] Pinatton | A History of the Market, from "agents de change" to Euronext[END_REF].

The Stockholm Stock Exchange was the first one to demutualize in 1993. But the global wave of demutualization started in the beginning of the 2000s.
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33% of the total outstanding for France, 29% for UK, 10% for Germany, and 7% for Italy. Source: BIS and Association for Financial Markets in Europe (AFME), end 2015.

Source: AMF (Autorité des Marchés financiers)/BDF (Banque de France)/AFG (Association française de gestion) calculations.
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The 'Autorité des marchés financiers' (AMF) benefits from diversified financial and legal expertise and has recently developed a fast-track process at low cost for funds authorization.

AGEFI, Special issue, July 2016. OUP UNCORRECTED PROOF -FIRST PROOF, 5/3/2018, SPi Paris

As the EU members now number twenty-eight, the influence of the six founder members is logically reduced in comparison with the old fifteen-member Union. And the rotation of powerful staff is nowadays submitted to geopolitical balances.

The 'impatriate scheme' will reduce the French effective income tax rate from 38% to 24%, but only for eight years. Source: OECD, PWC Worldwide Tax Summaries, Agefi.

This research is based on data edited by official institutions (Banque de France, the French Ministry of Finance, Bank of International Settlements, OECD, World Federation of Stock Exchanges) or collected by 'Paris Europlace'.