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Building, Growing and
Investing in the UK
A panel of industry experts from Lloyds Bank, Paragon, BNY Mellon and UK Trade &
Investment explain why the UK continues to enjoy its status as a focal point for
banking and financial services investment with global appeal.

“The UK’s financial
services sector is
uniquely positioned
to intermediate
between inbound
and outbound
capital flows in
different time zones”
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As a trading nation, financial services have
played a pivotal role in the economic wellbeing of the UK. The UK’s financial services
sector, built up over many years, is critical in
helping the country to prosper and makes it
an ideal place in which to invest and to grow
a business. Today, financial services account
for around 12% of the UK’s GDP, generating
£66bn in tax receipts. The financial services
sector employs more than 2 million people;
not only in the international financial
centres of London and Edinburgh, but also
in regional cities such as Leeds and Manchester. It is substantial, innovative and
makes a real contribution to the economic
wellbeing of the country.
The UK has natural advantages that have
made it a successful financial services
market, says Edward Thurman, Head of
Financial Institutions, Lloyds Bank Commercial Banking. “The UK’s financial services sector is uniquely positioned to intermediate
between inbound and outbound capital
flows in different time zones,” he says. “The
City of London and other centres have built
up skills and related ancillary services that are
important for financial services. Moreover,
the documentation and language used in
global financial services originated in the UK.
This would be very difficult to replicate in
other financial centres.” London is not only
an international financial centre in its own
right, it also provides a gateway for investors
into the wider European Union.
Financial technology is one of the
fastest-growing sectors of the industry, with
significant developments in both online and
mobile banking. “Digital technologies are
changing business models and we are seeing
a lot more experimentation and innovation
in how services are provided to clients,” says
Thurman. Supporting the financial services
market, he says, is very important to Lloyds
Bank. “The economic prosperity of Britain is
absolutely critical to us and we have a major
part to play in it.”

Building a Business
One of the responses to the financial crisis
was the encouragement by central govern-

ment of greater competition in the UK banking industry. New banking entrants, also
called challenger banks, have emerged, one
of which is Paragon Bank, a subsidiary of
specialist lender Paragon Group.
Paragon Bank was launched in February
2014, a time of key opportunity, says Nigel
Terrington, Chief Executive Officer of The
Paragon Group. “One reason to launch the
bank was to diversify our funding by accessing the retail market; we’d been very active
in the capital markets over decades. In addition, we saw opportunities in adjacent markets such as consumer finance, residential
mortgages and some SME markets.”
Although Paragon is defined as a challenger bank, this does not exclude cooperation with existing UK banks. For example,
Paragon Bank works very closely with Lloyds
Bank, which has helped finance some of the
Group’s mortgage business. On the other
hand, Paragon competes with traditional
banks in the retail banking markets. “The UK
high street banks have narrowed their focus
in recent years, possibly as a consequence of
the financial crisis and other pressures. This
has left a significant number of customers
that are poorly banked.” Terrington stresses
that the bank doesn’t try to lure high street
banks’ current account customers away, but
is focused on underlying long-term and
prudent lending products.
Established in 1985, Paragon Group has
£10.5 billion of loan assets under management. The business has been built up
“slowly, cautiously, prudently and on a sustainable basis”, says Terrington. “There is no
point in being here today and gone tomorrow. You have to be able to support your
customers and all of the other stakeholders
in the business.”

International perspectives
The skills and services developed by the UK’s
financial services industry have not gone unnoticed elsewhere in the world. For many international banks, the UK serves as the centre for
foreign exchange business and as a gateway
into the European Union.
This is the case for BNY Mellon, a company active in more than 100 markets with
$28.6trn in assets under custody or administration and $1.7trn in assets under management. “London is, first and foremost, one of
the two global financial centres in the world,”
says Michael Cole-Fontayn, Chairman, EMEA,
BNY Mellon. “The City has top investment talent and we have attracted 4500 colleagues
over the years, enabling us to build our brand
and become a very local institution servicing
our global clients in the region.”
BNY Mellon also has operations in Manchester (with over 1000 employees), Poole,
Leeds, Liverpool, Edinburgh and Brentwood.
“We have a very strong commitment to the UK
and in each of these locations we’re finding a
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level of excellence, a level of infrastructure and
support and excellent colleagues who are delivering great service to our clients.”
London’s capital markets are rich and
diverse, says Cole-Fontayn, and are an asset
to the UK as well as to Europe. The UK is a
very vibrant market for start-ups and innovative new companies. Some of the fastestgrowing small and medium-sized enterprises
globally are based in the UK.“There is great
depth and quality of investment research,
analysts and range of investors in the UK capital markets for both debt and equity instruments. There are also all manner of funds
and fund vehicles, private equity and more
recently, crowd-funding.” This all contributes
to supporting start-ups, entrepreneurs and
new companies in the UK economy.

Remaining competitive
It is easy to believe that financial services
begin and end in the City of London. But
Michael Boyd, Managing Director, Investment Group, at UK Trade & Investment
(UKTI), paints a different picture, pointing
out that 60% of the 2 million people
employed in the financial services industry
are based outside of London.
In March, Boyd set up a mapping exercise
to determine the location of the UK’s financial
services centres of excellence. “We found that
there are 235,000 people employed in financial and related services in the south coast
area. We will map a further seven geographical regions around the country. But I can say
that it is by no means all London when it
comes to financial services.”
Ensuring the UK remains competitive in
global financial services is crucial for the economy, says Boyd. “Having the right skills and a

free and vibrant international market servicing
the financial services industries is a key part of
our attractiveness as a global centre,” he says.
One issue that could affect the UK’s
competitiveness, however, is its membership of the European Union. A referendum
on membership is scheduled before the end
of 2017 and Boyd says the department is
increasingly asked about the issue. “Provided that EU reforms are made for the benefit of the market in total, the UK
Government will want to ensure that the
referendum comes out with a ‘remain in’
vote.” However, the uncertainty surrounding the UK’s future in Europe potentially
presents a difficulty in attracting foreign
direct investment. “The Government has
made it very clear that they want to ensure
that there is an appropriate reform agenda
and that they can put that to the electorate.
So I do expect there to be a strong mandate
on which the Government will then be able
to put the question about EU membership.”

BUILDING ON THE UK’s STRENGTHS
Despite competition from established rivals
such as New York, other European capitals
and new Asian city financial centres in Hong
Kong and Shanghai, Lloyds Bank’s Thurman
says the outlook for the UK financial services
sector is positive. The industry is adept at
adapting to new developments and environments, he points out. This is well illustrated
by the challenger banks, alternative business
models and innovations that are taking place
in the industry at present.
The UK has a critical mass of skills and
expertise, built up over a long time, to support industries and entities that are looking
to invest in or do business in the country. The

UK presents numerous opportunities to do
business, says Thurman. “There is a positive
case for having a diversified financial services
sector with large and small businesses and
innovative business models. We are keen to
support that.” He points out that London is
no longer just a financial hub, but also plays
host to a burgeoning number of financial
technology start-up companies. This has created an environment in which joint developments between the financial services and
technology industries, which will innovate
products and services into the financial
services industry, can flourish.
The high levels of investment in real
estate and infrastructure in the UK reflect
global macroeconomic and wealth flows,
says Thurman. “London is an international
financial centre and facilitates these inbound
and outbound flows, mobilising capital into
the real economy. That’s really a lot of what
we’re seeing right now and our job is to help
make that work and to facilitate those flows.”
The regulatory framework governing
the financial services industry is more substantial but is heading in the “right direction”, he says. “There is no doubt that
looking back at the crisis, there was clearly a
case for the industry to answer. Now it is a
question of calibrating regulation and having two-way communication between the
industry and policy makers.”
Right across the financial services industry,
in banking, insurance, investment and alternative business models, there is dynamism and
innovation, which makes the sector so exciting,
says Thurman. The UK, with London and its
buoyant fintech sector at its heart, remains as it
ever was – an attractive centre for financial
services and economic prosperity.

