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NEW CITY INITIATVE: PRESS RELEASE

09 November 2011 

As Europe’s banks are again gripped by financial uncertainty, a new report from the New City Initiative highlights the enormous contribution that small and medium financial enterprises make to the economy and to society as a whole. The NCI proposes that from a regulatory perspective, policymakers should habitually separate owner-managed financial SMEs from larger, risky financial institutions and calls for greater incentives to encourage managers to co-invest alongside their clients. 
The report comes on the heels of recent comments by the Prime Minister David Cameron on the need to defend the UK’s financial services industry from “constant attack” by badly formed regulation designed by the European Commission. The NCI welcomes the Prime Minister’s statement and hopes that the report will serve as a timely reminder to policymakers that now, more than ever, it is imperative to preserve the ability of financial SMEs to compete on a global scale.

In Start-Up Britain is here in London: why it is crucial to support financial SMEs, the NCI shows that  financial SMEs are a source of stability and innovation in the financial sector and that these firms make important and frequently unrecognised contributions to society as a whole. The report emphasises the value of protecting these entrepreneurial firms from unnecessary and inappropriate regulation. 
Daniel Pinto, Chairman of the New City Initiative said: 

“Financial SMEs are enormously important to the UK and European economies. They have created jobs, generated substantial tax revenues and never had to be bailed out. Moreover, because they are owner-managed, these firms have tended to focus on the long-term well being of their clients thereby rejecting the risk-taking mentality which has so badly harmed the reputation of the City.”
The NCI’s research shows that financial SMEs employ between 300,000 and 569,000 workers and have remained a strong provider of jobs compared to large companies during the financial crisis while making significant strides toward narrowing the gender gap and increasing workforce diversity. 
Furthermore, the individuals who own and manage financial SMEs are personally invested in their clients’ success and are not driven take the ‘casino’ style risks that precipitated the type of crisis the world experienced in 2008. Financial SMEs do not pose a systemic risk to the economy, yet they are frequently treated by regulators and policymakers as if they do. The report calls for policymakers to design regulation based on careful considerations of the level of risk posed by particular firms, rather than on sweeping generalisations. 
The report also calls for policymakers to create greater incentives for individuals in the financial services industry to invest their earnings alongside their clients. Removing the regulatory and administrative barriers to establishing and running financial SMEs which habitually practise co-investment should be one of the government’s priorities. 
Notes to editors 
1. The New City Initiative is a think tank that offers an independent, expert voice in the debate over the future of financial regulation. Its members are some of the leading independent asset management firms in the City of London.  
2. Start up Britain is here in London: why it is crucial to support financial SMEs, the NCI’s report on the contribution financial SMEs make to the UK will be released on Monday 7 November. Its first report: Alignment of Interest: Fixing a broken City was released in August 2010. 
3. More information and copies of all NCI publications are available at www.newcityinitiative.org  
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