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INTRODUCTION

At the beginning of the Covid-19 pandemic in March 2020, both the real economy and financial
markets in Europe were severely disturbed. Stock markets plummeted, unemployment surged
and governments and central banks stepped in to stabilise the economy. However, stock
markets, bond markets and real estate' recovered rapidly, reaching all-time highs in summer
2021, as the global number of billionaires increased sharply by 700 to reach a total of more than
2,700.2 2020 was the best year for hedge funds® while private equity funds went on a historic
shopping spree in 2021.* Yet at the same time, furlough schemes are still in place in many
countries.® Many people have suffered massively from the crisis, also financially. Over the course
of the pandemic, wealth inequality has increased substantially. At the same time, we have seen
an uneven recovery.

The pandemic has highlighted a long-standing puzzle that dates back to the Great Financial Crisis
of 2007-2008 and its effects. The discrepancy between a growing financial sector on the one
hand, and a stagnating economy and squeezed middle- and lower-income groups, on the other
hand, cannot be explained with a short-term development.

In the last 20 years, the financial sector - measured in terms of its total financial assets - has
doubled in size relative to annual economic output in the Eurozone.® The excessive growth of
finance began in the period of liberalisation and deregulation following the end of the Bretton-
Woods-System in the 1970s. As a result, finance has grown to play an ever more important role,
both economically and politically, and became ever more decoupled from the real economy.

Graph1
FINANCIAL ASSETS TO GDP IN THE EUROZONE

400

200
100
0

199901
199904
200003
200102
200201
200204
200303
200402
200501
20504
200603
200702
200801
200804
200903
201002
201101
201104
201203
201302
201401
201404
21503
21602
201701
201704
201803
201902
22001
202004

Source: Eurostat, financial balance sheets, total financial assets relative to GDP

This report argues that more finance does not automatically lead to more prosperity. And that
today's financial sector in Europe with its excessive size and focus on harmful activities, has the



opposite effect. We aim to show that a large share of financial activities is not focused on useful
financial services, but instead extracts wealth from the real economy. At the same time, finance
has produced severe crises, leading to job losses, rising inequality and redistributing wealth from
the bottom to the top of society.

Of course, not all finance is bad. We require financial institutions to provide credit to our
economy. . For the financial sectorsin the US” and the UK, a growing body of research has shown
that growth of finance beyond its useful size and roles imposes a burden on society overall.
Further growth in this area will tend to create more costs than benefits, reducing prosperity in
what has been called a “Finance Curse”.

With this report, we aim to provide evidence and make a similar case for the Eurozone. This is
crucial at atime when the two biggest European economies, Germany and France, aspire to grow
their financial centres by becoming more accommodating to big financial actors.®

This report will start by focusing on the oftentimes self-serving nature of finance and its
destabilising effects. Then we will show how the financial sector pursues extractive practices
and activities aimed at circumventing legislation. Contrary to what the finance lobby likes to
argue®, there is no trade-off between economic prosperity and financial requlation. In fact, we
should shrink, refocus and re-regulate finance in order to increase welfare overall. Finally, we
present different measures that have the potential to contribute to this aim, but have not been
implemented so far.



THE SELF-SERVING NATURE OF FINANCE

To assess whether our current financial sector is useful or damaging, we first turn to one of its
core roles, to provide credit to the real economy. Our research finds that, financing the real
economy and households does not play a big role in the financial sector’s overall activities. Yet
the financial sector continues to grow.

In economic theory, a main purpose of banks is to finance investment, providing credit to
companies and households." ECB data shows that the share of credit that Eurozone banks
provide to non-financial companies and households is relatively low and declining, relative to
banks’ balance sheets. This share was at 29.9 percent in 2021, down from 33.5 percent in 2000.
2That means, over 70 percent

of banks' activities are not IN 2021 EUROZONE BANKS
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with the rest? We argue that
the financial sector is too
focused on itself, and involved in all kinds of often harmful activities. We could shrink a large
chunk of those activities and thereby benefit the economy and society.

One explanation for the low share of bank credit to the real economy and households lies in the
large share of intra-sector transactions in finance: in other words, finance dealing with finance.™
This entails, once again, a kernel of potentially useful activities such as the use of derivatives to
hedge risks, but for a large part it has no benefit for society and, what is worse, can be extractive
or destabilising. With (for example) derivatives being used for large-scale speculation, as
described below. We call the large share of intra-financial sector activities the ‘self-serving
nature of finance’ and ask: what is the benefit of providing more finance to finance?

Deutsche Bank’s giant derivatives business

Take credit provision by Deutsche Bank, for example. According to its annual report 2020,
Deutsche Banklent out 431billion Euro(worldwide)worth of credit.® Putting it in perspective, this

DEUTSCHE BANK'S TOTAL LENDING is about 13 percent of German GDP.® When
IN 2020 ACCOUNTS FOR subtracting credit to households and financial
13 PERCENT OF GERMAN GDP, firms, only just above 100 billion Euro or 3 percent

CREDIT TO THE REAL ECONOMY ONLY of GDP go as credit to the real economy.”
FOR 3 PERCENT. ITS TOTAL DERIVATIVES  Nevertheless, credit provision seems like a big part
ACCOUNT FOR ROUGHLY 10-TIMES OR of Deutsche Bank's business model, right? Wrong!
1000 PERCENT OF GERMAN GDP.



If we compare the credit provision in 2020 to the derivative exposure of Deutsche Bank, the true
relations become apparent. Deutsche Bank's total outstanding derivatives accumulate to a jaw-
dropping 32,000 billion Euro®, equal to 10-times or 1000 percent of the German GDP. As we will
show in more detail below, derivative trading has little to do with the real economy and mostly
represents finance dealing with finance.

Self-serving derivatives

People commonly justify the use of derivatives by talking about producers, such as farmers who
wish to fix a price now for their future harvests. (These kinds of derivatives are called futures.)
Yet empirical data casts some doubt on this story, because the world of derivatives has changed
profoundly. Fifty yearsago most futures contracts did indeed deal with agricultural commodities,
but nowadays, most futures are linked to and based on financial instruments and currencies':
again, the financial sector is mostly dealing with itself, with no obvious benefit for the real
economy, and in many cases potentially inflicting harm.

Inthe run-up to the Great Financial Crisis, banks supposedly limited their credit risks with credit
default swaps (CDS), a kind of derivative. However, CDSs turned into an asset class themselves,
used for speculation, and their scale far exceeded the amount of underlying credit they insured®.
When the mortgage credit bubble burst, thisled to a chain reaction and the most severe financial
crisis since the Great Depression.

ECB data on derivatives, classified by users,?’ shows that in the EU only 3 percent of volume
traded in derivative contracts involve a non-financial company (i.e. the real economy), while 2.2
percent have other actors (such as government or the central bank) as counterparties. The
remainder is traded between financial actors, as Graph 3 shows.

Graph 3
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The sheer number and diversity of derivatives is also astonishing. In Germany alone, for instance,
there were more than 1.5 million different derivatives registered in the first quarter of 2021. By
comparison, there are only about 25,000 products in a normal German supermarket.? Like the
financial sector as a whole, there is a small kernel of the derivatives industry that plays a useful



role, whie a large part serves IN THE FIRST QUARTER OF 2021,
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of the financial sector overall,

W“‘,'f boosting long-term  TLERE ARE ONLY 25,000 PRODUCTS
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High frequency trading only serving finance

Another prime example of the self-serving focus of finance is high frequency trading. Algorithms
are becoming more important in many parts of our society, including in finance. An estimated 80
percent of EU share trading is conducted on the basis of algorithms.?* High-frequency trading
(HFT) is a form of automated trading, where computers using algorithms buy or sell certain

IN 2019 HIGH FREQUENCY nanc sseets fouch as stocks or

commodities) based on predefined rules, at

TRADlNG ACCOUNTS FOR high speed. The basic idea is the same as

ever: buy low and sell high - faster than other

market participants. High frequency trading

accountsfor 60 percent of all share trading in
° the EU.%

However, there is a built-in inequality - the

OF ALL SHARES TRADED required technology and real estate is
IN THE EUROPEAN UNlON. expensive. In order to compete in HFT,

traders require high computing power and
location near the relevant stock exchanges. This makes HFT an expensive game that only
financial institutions with sufficient funds can participate in. These races can come down to
nanoseconds (one billionth of a second).?

High-frequency trading is a zero-sum game: it redistributes wealth from society as a whole to a
small class of finance professionals. The profits of high-frequency traders come through the
exploitation of marginal price differences, at a cost to other market participants, such as
pensioners investing for old age. According to a study by the U.K. Financial Conduct Authority,
eliminating just one form of high-frequency trading, known as "latency arbitrage,” would reduce
the cost of trading by 17% and save 5 billion Dollars annually in global equity markets.?’

HFT has also led to an increased frequency of ‘flash crashes’, where prices fluctuate violently
within minutes, with severe repercussions for financial stability.?® Algorithmic trading can also
exacerbate large price swings, making it harder for some producers and food companies to
hedge their risks.? HF T is a prime example of the self-serving focus of finance; it serves only very
few wealthy financial actors that extract value at the expense of others. If we want to enhance
prosperity, we need to end this part of finance.



TOO MUCH FINANCE CREATES INSTABILITY

Financial instability and crises have become a distinct feature of our financial system since the
end of the Bretton-Woods System that tightly restricted financial activities internationally in the
1970s. The frequency of financial crises in developed countries was much lower in that period
from around 1950-1970, and then much higher in the subsequent period from 1970,*° which
involved decades of financial deregulation.

To some, the Great Financial Crisis of 2007-2008 and its aftermath might seem like a distant
memory, but in many ways it still affects our lives today. The starting point was a highly
unregulated financial sector that engaged in predatory lending. Then tried covering its risks
especially by using derivatives. In a system that delivered great wealth to the financial sector

ahead of the crisis.

11,1 ARESCUE OF BANKS After Lehman
FOLLOWING THE GREAT FINANCIAL CRISIS Brothers collapsed,
COST THE GERMAN GOVERNMENT other collapsing

70 BILLION EUROS giant global dba”nks
BUT THIS WAS JUST A SUBSET ‘t’)vizrfo fae”f”;id WZ?S
OF THE OVERALL COSTS.

saved by government
bailouts. It was argued that if they had failed it would have dire effects on the real economy,
costing even more jobs. Thus, the bill was effectively paid for by all citizens, in a loss of wealth
that was vastly greater than any previous winnings for the financial sector. While the financial
crisisbeganin the US and the UK, European banks had also taken excessive risks and contributed
significantly to the global financial meltdown.*'

In Germany, the direct cost of rescuing banks following the Great Financial Crisis was at least 70
billion Euros,*? while in Ireland they cost at least 41.7 billion Euros.’® The decisions about those
bailouts were often opaque and were taken without real parliamentary involvement. In the course
of bank rescues during the Great Financial Crisis, banks in the EU received 1.6 trillion Euros in
state aid.** These direct costs were just a subset of the overall costs of the crisis, which mostly
came in the form of lost economic output, and high unemployment rates. The renowned central
banker Andrew Haldane estimated the global cost of this crisis at 60 to 200 trillion USD.%®

When companies engage in risky business strategies, the risks can pay off and reward them, or
they fail and take the losses. This basic market mechanism of risk and return was suspended in
2008. While gains were privatised, losses were socialised; they were borne by the public. This
created a moral hazard problem. Banks were not punished for their behaviour, but rewarded
through bailouts. In the future, why should financial actors take less risk, if they can expect to be
bailed out again? This effective blackmail potential by the financial sector persists to this day -
and has only become worse.

One of the key learnings from 2008 was that the leverage in the financial system should be
reduced. Financial actors use borrowed money to ‘lever (increase) the payoff of their
investments. However, leverage multiplies both potential wins and losses. *® If banks know they



do not have to bear the losses, they will over-leverage. This has been impressively described in
the book “The Bankers new clothes” where the authors show how financial institutions use
substantially higher leverage than any other business.*” A solution to this problem is requiring
financial institutions to hold more equity capital - this should act as a cushion to absorb losses.*®

Box 1: Archegos and leveraged finance

Archegos provides a recent example of how leverage remains a serious problem in destabilising the
financial sector and what role derivatives play. After pleading guilty for insider trading in 2012,*° the
fund manager Bill Hwang converted his hedge fund Tiger Asia Management into a private family office
called Archegos, to benefit from (even)looser scrutiny and regulation under US law.“° Hwang invested
with a leverage of 1to 7.4 This means that for every dollar invested, banks lent him another seven. However,
instead of directly investing in assets, Hwang bought derivatives on some shares that allowed him to
hide his exposures from the banks involved: Credit Suisse, Deutsche Bank and a host of others.“? The
derivative products would deliver high returns if asset prices rose - but they declined instead. Archegos
rapidly became insolvent, inflicting $10 billion of losses to the banks.* A report found “deficiencies in
[Credit Suisse's] risk culture” that contributed to the default.* This shows how disruptive derivatives
can be, especially when they are financed with debt to a large extent. While it did not provoke a wider
contagion due to its relatively small size. The Archegos case shows how vulnerable the stability of our
financial system remains.

There have been attempts in Europe and elsewhere to requlate banks to ensure that taxpayer
money would never again be used to save banks. This promise, however, has not been fulfilled
and public bailouts have continued.* The German public bank Nord LB was bailed out as recently
as 2019, the Italian Banca Monte dei Paschi di Siena in 2017.“7 Many of those that have not
collapsed continue to take enormous risks backstopped by the prospect of bailouts.

Even though the reqgulatory push after the Great Financial Crisis has stabilised some of the
banking sector, finance has found a way to circumvent regulation. Today, most risks are
concentrated in the unregulated shadow banking sector.

Risks looming in the shadows

After the global financial crisis, the banking sector became subject to (somewhat) stricter rules.
As a result, more and more financial activity has moved to the shadow banking system, where
requlation is much lighter. Shadow banking is a collective term for financial institutions that act
like banks - they can provide credit to other actors, but are not requlated like them, or subject to
less strict capital requirements, which allows them to take on greater leverage.

Shadow banks include diverse actors such as money market funds, hedge funds, investment
banks or private equity funds. These institutions, unlike banks, are not directly connected to
central banks and do not have their automatic backing during financial crises. They are prone to
greater risk-taking than would be allowed in the requlated system.



Shadow banks already played a major role in the crisis around 2008 - but they play a much greater
role now, as Graph 4 shows, the share of financial assets held by the shadow banking sector in
the Eurozone has risen from 20 percent in 2002 to nearly 55 percent in 2019.%

Graph 4
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This clearly poses risks to financial stability, and the potential for major public bailouts to avoid a
collapse of the entire financial system. The financial sector continues to hold taxpayers hostage.
We saw a small case of this during the financial turmoil in March 2020, when central banks again
steppedinasthe lender of last resort to stabilise the financial system, benefitting shadow banks
(See box 3).®

Central banks' quantitative easing has supported the shadow banking sector, which relies
strongly on repurchasing agreements (or ,Repor”), which ,have enabled the growth of shadow
banking and was at the very heart of the global financial crisis of 2008."*

Box 2: Repurchase agreements (REPOs)

In the financial market, repos or repurchase agreements refer to sales of securities against liquidity in

which a repurchase in the future is agreed at the same time. On a certain date in the future, securities of
the same type are sold back at a fixed price. From an economic point of view, this is a loan that is
collateralized by the securities.”




According to experts, to curb these
risks, we need to regulate and
massively shrink the shadow
banking sector:* once again, to
shrink finance, for prosperity.

It is crucial to recognise that the effect
of financial crises goes beyond the
direct economic impact.

The insecurity that people face in
financial crises has polarised voters
and benefited the extreme right, in
line with the historical trend: one
study of financial crises over 140
years has shown that extreme right
parties increase their share of votes
by 30% after financial crises.”’ Given
that the financial sector in its
current form takes too much risk
andrepresentsa source of recurring
crises, we argue that it damages
democracy. If we want to reduce
these risks for the general public, we
need more than just a shrinking of
the individual too-big-to-fail
institutions. The only way to do this
is to limit debt-financed high risk
transactions and thus also to shrink
the shadow banking sector as a
whole. %

Box 3: The COVID-19 financial crisis

The rapid spread of the COVID-19 virus caused stock markets
to plummet in March 2020. By March 23, global stock markets
had lost USS 26 trillion in value.®® Many investors took refuge
in so-called safe havens, such as cash. Again, shadow banks
were the firstin trouble. To pay off the exiting investors, money
market funds sold their safest investment products -
government bonds. Hedge funds had placed massively
leveraged bets on price developments in the bond market,
which went awry. The shadow banking sector relies heavily
on government bonds as collateral and as the bonds fell,
shadow banking actors were in serious trouble. While government
bonds were previously considered "as good as cash", March
2020 proved that this only applies in times of stable financial
markets. March 2020 showed how strong the linkage between
shadow banks, banks and the real economy is, as well as the
resulting contagion risk. To prevent a general collapse of the
financial and economic system, central banks once again had
to intervene.

The ECB announced the Pandemic Emergency Purchase
Programme (PEPP): within one year, government and corporate
bonds worth approximately 1.85 trillion Euros were to be
purchased.* This halted the declines. The emergency programs
in the wake of the Corona pandemic dwarfed even the
measures taken in 2008. For example, the ECB's balance
sheet grew by 813 billion euros during the financial crisis from
2007 to 2010, but by 2261 billion in 2021 between February
and December alone.*® As in 2008, this led to a nationalisation
of market risk and the socialisation of private losses, from
which financial market players profited enormously: they
were shielded from the risks they had profitably taken.
Hedge funds amplified the distortions in US government
bond markets and yet they ultimately profited from the
expansionary monetary policy.®®

A STUDY OF FINANCIAL CRISES

OVER 140 YEARS HAS SHOWN THAT
EXTREME RIGHT PARTIES INCREASE
THEIR SHARE OF VOTES BY

30 PERCENT AFTER FINANCIAL CRISES.



WEALTHEXTRACTION INSTEAD OF WEALTH CREATION

The period of financial deregulation that started in the 1970s has fundamentally changed the
relationships between different actors in our economy. Finance got to play an ever larger and
more dominant role, a process that is often called financialisation. This has been defined as “a
pattern of accumulation in which profits accrue primarily through financial channels rather than
through trade and commodity production.”® Financialisation shifted the role of the financial
sector away from supporting economic activities by means of financial services towards
extracting wealth from the economy in unproductive ways.

That extraction involves practices such as shifting companies’ financial affairs into tax havens
(and thus extract from taxpayers,)loading companies with debt to maximise short-term rewards,
with risks backstopped by taxpayers, or financial actors buying up many companiesin a sector to
build monopoly power. These activities are not only unproductive: they are harmful, and reduce
prosperity.

Private equity doesn’t care

The private equity sector gives a striking example of how financial players can extract profits
from other parts of the economy. Private equity firms'business model entails buying companies,
restructuring them over the course of typically five to seven years, then selling them for a profit.
In the course of the restructuring, private equity firms use a range of financial tools to squeeze
profits out of the acquired company.® In a recently published study we extensively show these
practices in the care home sector in Europe.®

For example, private equity firms use large amounts of
borrowed money to buy companies. The debt from
these operations is then often transferred to the
acquired company itself. The amount of debt taken out
(from PE funds and external banks) can exceed the
capacities of firms and can threaten their long term
viability. The debt levels can be further aggravated by
high interest rates on intra group loans. The proceeds
of the borrowing are often paid straight to the private
equity owners and investors, rather than invested in
the business to help it cope with higher debt levels.

When this type of financial trickery meets a sector like
care, it can be very damaging. It is common practice
for private equity firms to sell off a care home
company's real estate, then lease it back to the targeted company at high rental rates. The
proceeds of the sale may be passed to the private equity owners, and the company providing care
is left to cope with paying the high rental costs. As a result, private equity companies frequently
reach double digit profits while both the working conditions and the quality of the services
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provided decline.®? On top of that, they often pay little to no taxes on their profits, especially if
they operate parts of their business in tax havens.

Private equity is a drastic example of how finance systematically forces its way into the real
economy or even into public sectors such as elderly care. While private equity firms claim to
realise these profits primarily for others like pension funds and family offices, some scholars
criticise their business for being a “wealth transfer from several hundred million pension scheme
members to a few thousand people working in private equity”.®* Private equity usually extracts
high fees for their services - typically six to seven percent of the value of the underlying
investment, each year®®, thus making both external investors and target companies pay the bill
for their profits. This is a clear example of the financial sector extracting wealth for those who
are already wealthy, instead of creating value for society. Reining in private equity’'s excesses
would improve care and boost prosperity, society-wide.

Building monopoly power

The effects of financialisation are also obvious in the field of mergers and acquisitions(M&A). The
M&A part of the financial sector, often located in investment banking divisions, has been
instrumental in helping initiate and push forward waves of profitable “dealmaking” or mergers to
assemble companies into bigger firms, whose end result is nearly always to increase
monopolisation and market concentration, with multiple negative consequences.®® In the
financial sector, the best-known outcomes of these mergers are the too-big-to-fail banks, which
are, as already discussed, able to use their power to hold whole economies hostage in times of
crisis, with dangerous political and economic effects.

Another important part of the financial sector again involves private equity firms, which often
pursue “roll-ups” that involve using their preferred access to finance to buy up a number of
smaller firms and then assembling them into larger more dominant companies with more market
power - and this provides a major additional spur to monopolisation in our economies.® Large
payments processors such as Visa or Mastercard provide a third example of how finance drives
monopoly. These financial firms’ control over payment flows enables them to extract monopoly
rents from all manner of businesses, due to their dominant position in the market.®’

A major wave of new anti-monopoly thinking is now emerging in the US (and to a lesser extent in
Europe®®) which provides the potential for a range of powerful new approaches. Those would also
have the effect of shrinking finance, for the sake of a more prosperous economy and stronger
democracy.

Dividends and share buybacks at the expense of people and planet

Other examples of wealth extraction can be found in publicly listed companies. Companies can
use profits to: i) finance new investments, ii) pay shareholders through dividends or share
buybacks, iii)add them to the companies’ reserves, or iv)improve benefits for their employees.



In the era of financialisation, however, listed companies have come under pressure to pay out
higher shares of their profits to their shareholders, at the expense of other stakeholders. For
corporations in the US® and UK”, studies have already shown that with increasing
financialisation, a higher share of profits has been paid out in the form of dividends and share

buybacks. Recent studies by

ALMOST 25 PERCENT Oxfam France, 7 Oxfam
OF THE FRENCH INDEX CAC 40 cermeny and Finanzwende”
PAID MORE DIVIDENDS confirm this trend for France
THAN THEY MADE PROFITS and Germany. For example,

almost a quarter of the French
BETWEEN 2009'2018. index CAC 40 paid more

dividends than they made
profits between 2009-2018: an astonishing corporate strategy where shareholders are
effectively "devouring” the companies they own.” The companies listed on the German stock
index (DAX), dividend payments rose significantly faster than profits in the period from 2009 to
2020. Inthe US, banks were even more willing to pay out dividends than non-financial firms in
times where they didn’t make profits.”

This highlights the trend that wealth created in the real economy is being extracted by financial
investors. At the same time, companies are not investing sufficiently in the socio-ecological
transition. We argue that we need to shrink the financial sector in ways that limit its power and
curb its ability to extract wealth created elsewhere in the economy.

Mis-selling financial products

The extraction of wealth by the financial sector also takes place in the form of mis-selling of
unsuitable, overpriced, overly complex or overly risky financial products to firms or private
consumers, which have damaged or even bankrupted many firms. In a recent case, Deutsche
Bank has allegedly sold risky - thus more profitable - foreign exchange derivatives to the Spanish
winemaker J. Garcia Carrién (JGC) which it promoted as cheaper than a more suitable exchange
rate insurance.” Deutsche Bank likely violated suitability rules supposed to protect companies
and consumers from being sold overly complex financial products. The derivatives would have
helped JGC if exchange rates had remained stable, but strong fluctuations led to painful losses.
In June 2021, Deutsche Bank

paid 10 million Eurosto JGC to DEUTSCHE BANK PAID
settle the dispute,” and two 10 MILLION EUROS
senior Deutsche Ban:; To SETTLE A CASE
managers left the company. WHERE IT SUPPOSEDLY
separately, Deutsche Bank MIS=SOLD COMPLEX DERIVATIVES
was sued for 500 million TO A SPANISH WINEMAKER

Eurosin damages by the Spanish hotel group Palladium, also for allegedly having sold it risky and
unsuitable derivatives.” Similar cases involving BNP Paribas®® and Goldman Sachs® show that
mis-selling of complex financial products is not an isolated problem.



Retail clients also often suffer from banks mis-selling them financial products. Investment
certificates are one example. Here, investors do not invest directly in an asset (such as a
company’s shares), but bet on a specific development such as the increase of the asset’s price
during a fixed term. At the end of the term, the amount which is repaid depends on whether the
bet was successful or not.®2 The risks are often considerable and investors have to make qualified
guesses about future development of specific values and rates. If the issuer of a certificate goes
bankrupt before the end of the term, there is even the threat of total loss.®® In most European
countries, the sale of certificates to retail clients is prohibited, ® but in Germany it is not.®

While buyers of certificates in Germany might often be unable to understand the products, this
lack of transparency allows banks to hide costs. On top of this, certificates often imply a lopsided
gamble: win and loss opportunities are distributed unequally to the benefit of the bank.® Both
the high cost and the skewed financial opportunities mean that the bank extracts wealth from
consumers. Why would any retail client want such disadvantageous financial products? The
answer is simple: they don't. Banks push these products in local marketing drives. Expertsargue
that such products are so detrimental for consumers that they should simply be banned.’” This
would wipe out asset classes that only benefit banks, and would help shrink the harmful parts of
finance.

Costly distribution structures

Finance is getting more expensive, in a time when digital services should be making it cheaper.
In Germany, the aggregate cost of financial intermediation has steadily increased from below 2%
of GDP at the beginning of the 1950s to around 6% in the 2000s,% and the individual cost for
financial intermediation (unit cost) has not declined.® Similar developments have taken place in
other European countries in the post-war period.

THE UNIT COST
OF FINANCIAL SERVICES
HAS NOT SIGNIFICANTLY CHANGED
BETWEEN 2007 AND 1950
DESPITE TECHNOLOGICAL PROGRESS

The continuously high unit costs of financial services, despite huge technological progress,
suggest that the financial sector has been able to appropriate productivity gains for itself, and
for senior staff,® instead of passing these gains on to clients or to other stakeholders. Imagine if
internet providers did not reduce the price for comparable data volumes since the 1990s, even
while it became much cheaper to connect: we would soon argue that internet providers’
economic power had become a burden to the economy. In a functioning market with a level



playing field, competition should lead to lower costs and better value for money. This is a clear
indication of excessive market power, and corrupted competition.”

In Germany, nearly 300 000 persons work in the distribution of financial products such as
insurance or mortgages® - almost as many as those working for the police (June 2019).% This
huge workforce directly raises costs and affects customers’ financial returns. According to
reports, the German savings banks(Sparkassen) had commission surpluses of 8.5 billion euros in
2020. %

AROUND 290,000 PERSONS
WORKED IN THE DISTRIBUTION OF FINANCIAL SERVICES
IN GERMANY IN OCTOBER 2021

COMPARED TO 333,600
WORKING FOR THE POLICE

On top of this, commission-based distribution and advice suffers from severe conflicts of
interest, leading to frequent mis-selling cases where people end up buying products that are
most lucrative for the intermediary, and not for themselves. One study found that misquided
financial contracts costed German consumers more than 160 billion Euros between 2001 and
2010.% If independent financial advice were to replace the commission-based sales that are
common today, many nonsensical or overpriced financial products would no longer be sold,
according to consumer advocates. Customers would have to pay less and would receive truly
independent advice. The financial sector would shrink.

Finance increases inequality

The financial sector inits current form worsens inequality, both in good times and during crises.
For example, rich people tend to get better financial advice and are offered better financial
products than poor people, who tend to rely on conflicted commission-based advice.®

Rich people also get higher returns on their investments than less fortunate parts of the
population. According to Thomas Piketty, big wealth gets average returns of up to seven percent
annually, while smaller-scale wealth grows by only three percent or so.”

In times of crisis, public bailout of banks and other struggling companies tend to benefit wealthy
citizens who own companies or shares (or work in the financial sector).?® Poorer individuals,
bearing a larger tax burden relative to their income, end up paying a far higher share of bailouts.
They also suffer more from cuts public spending programmes that often take place during crises,
as we saw in many countries during the Great Financial Crisis.*

The financial sector also affects inequality via wages. People working in the financial sector in
the Eurozone received the highest gross salaries of all economic activities in 2018, stretching the



top income scale."™ Deutsche Bank, with the largest number of high earners of all banks in
Europe, had 684 employees earning one million Euros or more in fixed and variable remuneration
in 2020.°" Frequently, bonuses were paid in years when the bank was making losses.'™

It might surprise somehow actors like Deutsche Bank
can afford so many high earners, yet also complain
about low interest rates, supposedly high capital
requirements, or contributions to European deposit
insurance.'”®

E M P L 0 Y E E S Itis notjustin private banks where there isanissue. In
Germany, the CEOs of local public savings banks
AT DEUTSCHE BANK ! i °

frequently received pay awards of over 1 million

EARNED MORE THAN Euros.® T These are banks that emphasise being rooted
1 MlLLION EUROS locally and supporting the real economy'® - they are

even obliged by law to serve the common good, not the

I N 2 0 2 0 private interests of top staff.

Financing the climate crisis

Banks, insurance companies and asset managers take a large number of investment decisions
every day. Those decisions will shape our society and economy in future. In the five years after
the Paris Agreement in 2015, the 24 largest European banks have poured almost one trillion
dollars into fossil energy companies and projects,® transforming natural capital into financial
capital and undermining the future of the planet in pursuit of short-term gains. The international
energy agency (IEA) has stated that no further investments in fossil fuel exploitation are possible
if we want to reach net-zero emissions by 2050 and limit global heating to 1.5°C.""

However, the financial sector's actions at this point also endanger financial stability. Banks are
funding projectsthat, toalarge extent, won't amortise before they have to shut down. Such fossil
assetsrisk creating so-called stranded assets in the balance sheets of banks and other financial
actors.

This way, as the ECB noted in BETWEEN 2015 AND 2020,

2019, the banks are creating

and cument rofiting oy THE 24 LARGEST EUROPEAN BANKS
climé'.te—rellated financial HAVE POURED ALMOST
stability risks."™ These could ONE TRILLION DOLLARS

cause severe financial crises

which might end up(once again) INTO FOSS"— COMPANIES
hurting poorer communitiesthe - AND PROJECTS.

most.

As part of shrinking and refocusing the financial sector for the benefit of the planet and society,
we must end its support of the fossil industry, and shift financing from environmentally damaging
activities to those that enable sustainable long-term prosperity.



CIRCUMVENTING REGULATION

Laws are based on the principle that everyone should be treated equally. Yet under intense
lobbying pressure, legislators often allow exemptions or loopholes in the law to benefit powerful
groups. As everyone knows, our financial sector is full of such holes. In the financial system, it
often pays to know the rules, to try and find ways to break or circumvent them.

Financial actors who can afford a large number of consultants can create complex structures
only aimed at exploiting loopholes and circumventing the law. (Very often, powerful consulting
firms consult both the government on creating legislation, and financial actors on how to
circumvent those same laws and rules.) There are large parts of the financial sector that only
exist to find ways to circumvent existing rules and regulations, whether by reducing a
corporation’s tax rate near zero, trading shares to receive illegal tax refunds, or setting up a chain
of companiesto shield assets. Thisis a part of finance only profits some and directly burdens the
society. This not only leads to a redistribution from the bottom to the top, but is also wealth
reducing because creative minds use their knowledge for purely redistributive financial market
activities instead of wealth-creating activities. Once again, our societies and economies would
be better off if we shrunk these parts of the financial sector.

lllegal and illicit activities

a

The German state has lost at least 38 billion Euros through illegal share deals called “cum-cum’
or “cum-ex” trades.”™ Globally the loss is estimated at 150 billion Euros."™ In CumEx, criminals
exploited the financial system by trading shares around dividend payment dates to receive
multiple tax refunds for a tax paid only once, or refunds to which they were not entitled at all. For
the scamto work, very large volumes of

shares had to be traded, inflating the THE GERMAN STATE
financial system and delivering major HAS LOST
feesto financial actors. AT LEAST 38 BILLION EUROS

Banks also play a crucial role facilitating THROUGH ILLEGAL SHARE DEALS

tax avoidance by wealthy individuals CALLED “CUM-CUM” OR “CUM-EX".

and multinational corporations. The GLOBALLY THE LOSS IS ESTIMATED

Panama, Paradise and Pandora Papers AT 150 BILLION EUROS.

have shown that banks may for

example connect clients with firms such as Mossack Fonseca, which then create shell
companies for them." Fifteen German banks were mentioned in the Panama Papers alone -
although they deny breaking the law." Others had to pay fines in the millions after the German
state bought a tax CD with tax information, for helping their clients set up shell companies.
Similarly, the Big Four auditors, PwC, KPMG, Deloitte and EY, help their clients with their tax
“optimisation”.” The LuxLeaks papers, published in 2014 and implicating mainly PwC, showed
dramatically how auditors regularly managed to reduce corporation taxes to below one per
cent in Luxembourg.™ In many cases, such structures are not obviously illegal - though that



obviously does not mean that they are not harmful to the rest of society. It remains to be seen
how effective the new global minimum tax will be at preventing such lopsided tax structures.

In 2018, the renowned economist Gabriel Zucman published a study, stating that overall 40
percent of profits by multinational corporations are shifted to tax havens.™ In 2015 alone over
540 billion US Dollars were moved from OECD countries to seven tax havens, including Ireland,
some Caribbean countries, Singapore, Switzerland and the Netherlands. Such models deprive
governments of much-needed revenue. The large losses are not possible without the expertise
and know-how of global banks and law and accounting firms. Parts of finance are a driving force
in helping rich individuals and corporations to deprive our communities of their fair share in taxes
and thereby harm the common good. Reducing the scale of these activities would make us all
better off.

Finance helps organized crime

The recent publication of the FinCEN-Files showed the pivotal role that European banks play in
money laundering processes, to help criminal money find its way back into the reqgulated financial
system. Banks execute transfers of billions of dollars every year even when they suspect a
criminal or corrupt background.™ According to some estimates, around 100 billion Euros are
laundered every year in Germany alone."” Money laundering poses a risk to public security, by
abetting drug and human trafficking, fraud and other organised crime activities.

The Danske Bank scandal is emblematic of this. Roughly 200 billion Euros were allegedly
siphoned through its branch in Estonia, covering up the money's true origins."™ Meanwhile
Deutsche Bank, as well as being involved in the Danske Bank scandal, has created a seemingly
never-ending stream of its own money laundering failures: so many, in fact, that in 2018 the
German oversight body BaFin sent a special representative to oversee reform," then expanded
the representative’'s mandate in 2021."® Banks have been regularly reprimanded by their
respective oversight bodies, whether it be HSBC'?, Santander™? or Commerzbank'®, but they are
clearly struggling to implement adequate measures to prevent illicit financial flows running
through their systems. Thus, parts of the financial sector promote organized crime and the
plundering of countries by corrupt elites.

When we argue that the financial sector needs to shrink overall, the illegal and illicit activities
described here are the ones that should completely disappear, as they have no societal value at
all. On the contrary, they make our society more unequal, poorer and less safe. Putting in place
truly effective systems and structures to fight money laundering would improve prosperity and
strengthen democracy - while reducing the size and power of the financial sector.

The concealing of money flows is made possible by numerous detours and additional
transactions. It inflates the financial sector. If the illegal and illicit activities described here can
be stopped or at least reduced, the financial sector will shrink. Introducing effective anti-money
laundering systems and structures could increase prosperity and strengthen democracy - while
reducing the size and power of the financial industry.



No fair share in taxes

The financial sector invests a
lot of energy and resources to

minimize 1ts _own financing BETWEEN 2014 AND 2020,
contribution to public services.

Financial entities’ activities in 36 EUROPEAN BANKS

tax havens occur in both legal REPORTED 20 BILLION

and illegal forms. This is well OR 14% OF THEIR PROFITS IN TAX

illustrated  with  complex HAVENS EACH YEAR

corporate structures. The 37
largest banks in Europe have
on average subsidiaries in 25
different countries, including key tax havens such as the British Virgin Islands, Cayman Islands or
Bermuda.” These subsidiaries are set up by an army of consultants apparently with the sole
intent to bypass financial requlation and reduce tax burdens. The EU tax observatory has found
that between 2014 and 2020, 36 large European banks reported 20 billion or 14% of their profits
intax havens each year.” The abnormally high productivity of the banks’employeesin tax havens
- 238 000 Euros profit per employee in tax havens vs. 65 000 Euros per employee in non-tax
havens - hint at the fact that the banks shifted profits out of the countries where they provided
the actual service.”” Putting a stop to these illegal and illegitimate activities of banks in tax
havens would force financial companies to pay appropriate taxes in the countries where they
operate. The transactions necessary to squeeze tax payments, which are completely
unproductive for society, would cease. The financial sector would be smaller than it is today.

Graph b

PRODUCTIVITY IN TAX HAVENS IS ABNORMALLY HIGH: ‘

238000 €
PER EMPLOYEE
IN TAXHAVENS

¥

65000 €
IN NON-HAVEN COUNTRIES

Source: Aliprandi, Giulia et. al. (2021): Have European Banks Left Tax Havens? Evidence from Country-By-
Country-Date. EU tax observatory.



Box 4: Lehman'’s corporate structure

An illustrative example of overly complex corporate structures was Lehman Brothers. In the final stage, a
total of 209 subsidiaries in 26 countries allowed the group not only to avoid taxes, but also to shield assets

from creditors and build up dangerous debt linkages, out of regulators’ sights.”” When the group hit
trouble in 2008, it turned out that this structure was extremely fragile, and there were too few assets to
pay creditors. The global financial firm collapsed, inflicting massive losses on the economies of many
countries.

SHRINK FINANCE TO ENHANCE PROSPERITY

Many people believe that the financial sector is the wealthy goose that lays the golden eggs for
society, and that increasing the size of the sector is a route to improving prosperity. Indeed,
governments such as France’s or Germany's are relying on such an argument as they attempt to
capture financial sector activities from London after Brexit.

But does this argument hold water? Does more finance make us more prosperous? This report
shows the opposite to be true. We started out asking whether our financial sector in its current
form actually serves society.

Our analysis has shown a wide range of activities and practices that are very harmful to society.
To start with, the financial sector deals with itself toa large extent, often with negative economic
or societal consequences, for example high frequency trading increasing the costs for
consumers. In addition, finance is a major source of instability and leads to frequent crises, with
additional high costs for society, especially the most vulnerable. Furthermore, many of its
practices are aimed at extracting wealth created elsewhere, both from companies and
households, on an ongoing basis. On top of this, the financial sector’s activities often involve
circumventing or breaking the law, to make profits for the wealthiest at the expense of the
common good.

Of course, there are useful parts of the financial sector such as credit provision to households
and firms that are key to a prosperous society. And of course there are individual players who
operate with integrity. But as discussed, these only constitute a fraction of the activities our
current financial sector undertakes. Don't take our word for it: this conclusion is shared by a
range of studies on the macroeconomic impact of large financial sectors, by the International
Monetary Fund, the Bank for International Settlements, and others. The former describes the
relationship between financial development'® and economic growth as follows: while in
developing economies, an evolving financial sector is correlated with higher growth, this is not
the case for developed countries; beyond a threshold where credit to the private sector is
equivalent to around 80 -100% to GDP, further growth in the financial sector tends to have a
negative impact on overall economic growth.' The BIS has found a similar relationship between
the financial sector and inequality: while the growth of finance is initially assumed to lower
inequality, a large financial sector tends to exacerbate it.™



The finance lobby is powerful in upholding the myth that regulating finance would constrain
prosperity.®'If the financial sector is to be put back at the service of the real economy, it will have
to be more tightly regulated than it is today. In view of the many illegal, unproductive or even
harmful financial market transactions, this would inevitably have to be accompanied by a
significant reduction in its size. Shrinking the financial sector could also help put an end to
misquided incentives, for example through tax-financed bailouts, by ensuring that those who
make profits also bear the risk. Last but not least, curbing the illegal and illicit activities of the
financial sector could improve public safety.

There are promising proposals to shrink the financial sector and refocus its activities on useful
purposes. Similar to the phase-out of fossil fuels, a phase-out of many financial activities is
necessary. Unlike fossil fuels, however, we do not want to abolish the financial sector, but need
to shrink it to a size that allows it to serve society rather than extract value.

Reregulating finance has not been successful in the aftermath of the Great Financial Crisis of
2007-2008, eventhoughthere were alot of ambitious financial reform proposal on the table, such
as:

- Afinancial transaction tax

- Separating retail and investment banking

- Significantly higher equity requirements for banks
- Regulating shadow banks

- Drying up tax havens

- Banning commissions in financial services™?

- Banning the sale of derivatives to retail investors
- Stricter requirements for auditing firms

These reforms have the potential to shrink finance and redirect its focus, both in Germany and
the European Union. However, they have one thing in common: they have remained proposals.
Not one of these initiatives has become law. It is high time to put them back on the agenda.



'S&P Dow Jones Indices LLC, S&P/Case-Shiller U.S. National Home Price Index, retrieved from FRED, Federal
Reserve Bank of St. Louis, last accessed: 21.11.2021. https://fred.stlouisfed.org/series/CSUSHPINSA

2Sharma, R., 14.05.2021: The billionaire boom: how the super-rich soaked up Covid cash.
(https://www.ft.com/content/747a76dd-f018-4d0d-a3f3-4069bf2f5a93)

*Herbst-Bayliss, S., 25.01.2021:Top hedge funds earn $63.5 billion in 2020, highest in a decade: LCH data.
(https://www.reuters.com/article/us-hedgefunds-returns-idUSKBN29UOOR)

“Jolly, J., 09.07.2021; (Private equity buying spree hits new record as British firms targeted.
(https://www.theguardian.com/business/2021/jul/09/morrisons-private-equity-buying-spree-hits-new-record-as-
british-firms-targeted)

® Lewis Silkin, 2021: International approaches to Covid-19 retention and wage subsidy schemes 2021, last
accessed: 25.11.2021. (https://www.lewissilkin.com/en/insights/international-approaches-to-covid-19-retention-
and-wage-subsidy-schemes-2021)

® Eurostat, financial balance sheets, total financial assets relative to GDP.
https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nasq_10_f_bs&lang=enstat - Data Explorer
(europa.eu)

" Epstein, G., Montecino, J., 2016: Overcharged: The High Cost of High Finance. Roosevelt Institute.

8 Shaxson, N., 2018: The Finance Curse: How Global Finance is Making Us All Poorer. UK, Random House.

® Shaxson, N., 05.09.2018: Is Germany’s finance minister the puppet of Big Finance?
(https://taxjustice.net/2018/09/05/is-germanys-finance-minister-the-puppet-of-big-finance/) ; Guinot, D.,
29.06.2021: Emmanuel Macron milite pour la place financiére parisienne.
(https://www.lefigaro.fr/societes/emmanuel-macron-milite-pour-la-place-financiere-parisienne-20210629m.)

19 Bankenverband (Publisher), 27.10.2021: DK: Kommissionsvorschlag zur Umsetzung von Basel IV belastet
europaische Wirtschaft. (DK: Kommissionsvorschlag zur Umsetzung von Basel IV belastet europaische Wirtschaft -
Bankenverband)

""Mankiw, G.(2016): Macroeconomics in Worth Publishers, p.582

2 ECB, Statistical Data Warehouse, Balance Sheet Items, Loans vis-a-vis Euros area NFC reported by MFI
excluding ESCB in the Euro area and Total Assets/Liabilities reported by MF| excluding ESCB in the euro area
(stock) , last accessed: 01.10.2021.

s We are neglecting the indirect credit provision through bank bond finance, as these are more prone to sell-
offs and therefore less of the desirable long-term financing. See Wolf, M.(2015) Beware of the liquidity Illusion,
in: Financial Times, 6 October, https://www.ft.com/content/c1d0e4d5-b42f-4287-8bfe-319f31a7acbe, accessed
26. November 2021.

' Arelatively low credit demand by companies is likely to explain part of the trend. However, it does not explain
why the financial sector has grown if credit provision is less important.

> Deutsche Bank (03.2021): Deutsche Bank annual report 2020, Page 79. (https://investor-
relations.db.com/files/documents/annual-reports/Annual _Report_2020.pdf?language_id=1)

16 Statistisches Bundesamt (2021): Gross Domestic Product (GDP), last accessed: 25.11.2021.
(https://www.destatis.de/EN/Themes/Economy/National-Accounts-Domestic-Product/Tables/gdp-
bubbles.html)

" Deutsche Bank (03.2021): Deutsche Bank annual report 2020, P. 132 (https://investor-
relations.db.com/files/documents/annual-reports/Annual _Report_2020.pdf?language_id=1)

% Deutsche Bank (03.2021): Deutsche Bank annual report 2020, Page 147. (https://investor-
relations.db.com/files/documents/annual-reports/Annual _Report_2020.pdf?language_id=1)

¥ Boneva, L., Boninghausen, B., Fache Rousuva, L., Letizia, E., 06.2019: Derivatives transactions data and their
use in central bank analysis. Data retrieved from Box 1, Chart A. (https://www.ecb.europa.eu/pub/economic-
bulletin/articles/2019/html/ecb.ebart201906_01~dd0cd7f942.en.html).

2 Crotty, James., 06.2009: Structural causes of the global financial crisis: a critical assessment of the new
financial architecture’. Cambridge Journal of Economics, Volume 33, Issue 4, Pages 563-580.

2 See Endnote 18. The dataincludes those derivatives that are traded “over the counter”(0TC)and those
centrally cleared. EU27, excluding the United Kingdom

22 EUSIPA (Publisher), 20.06.2021: Increasing volume on Europe’s structured products markets.
(https://eusipa.org/wp-content/uploads/EUSIPA-Market-Report-01-2021.pdf)(last access: 27.07.2021)

ZMerkur (Publisher), 01.10.2020: Edeka: Geschichte der Supermarkte, Sortiment und Filialen.
(https://www.merkur.de/verbraucher/edeka-discounter-supermarkt-sortiment-filialen-geschichte-hamburg-
leipzig-90058198.html)


https://fred.stlouisfed.org/series/CSUSHPINSA
https://www.ft.com/content/747a76dd-f018-4d0d-a9f3-4069bf2f5a93
https://www.reuters.com/journalists/svea-herbst-bayliss
https://www.reuters.com/article/us-hedgefunds-returns-idUSKBN29U00R
https://www.theguardian.com/business/2021/jul/09/morrisons-private-equity-buying-spree-hits-new-record-as-british-firms-targeted
https://www.theguardian.com/business/2021/jul/09/morrisons-private-equity-buying-spree-hits-new-record-as-british-firms-targeted
https://www.lewissilkin.com/en/insights/international-approaches-to-covid-19-retention-and-wage-subsidy-schemes-2021
https://www.lewissilkin.com/en/insights/international-approaches-to-covid-19-retention-and-wage-subsidy-schemes-2021
https://taxjustice.net/2018/09/05/is-germanys-finance-minister-the-puppet-of-big-finance/
https://www.lefigaro.fr/societes/emmanuel-macron-milite-pour-la-place-financiere-parisienne-20210629m
https://www.ft.com/content/c1d0e4d5-b42f-4287-8bfe-319f31a7acbe
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://investor-relations.db.com/files/documents/annual-reports/Annual_Report_2020.pdf?language_id=1
https://www.ecb.europa.eu/pub/economic-bulletin/articles/2019/html/ecb.ebart201906_01~dd0cd7f942.en.html
https://www.ecb.europa.eu/pub/economic-bulletin/articles/2019/html/ecb.ebart201906_01~dd0cd7f942.en.html
https://eusipa.org/wp-content/uploads/EUSIPA-Market-Report-Q1-2021.pdf

% European Securities and Markets Authority, 28.09.2021: MiFID Il Review Report, p. 20
(https://www.esma.europa.eu/sites/default/files/library/esma70-156-
4572_mifid_ii_final_report_on_algorithmic_trading.pdf)

% European Securities and Markets Authority, 28.09.2021: MiFID Il Review Report, p. 20
(https://www.esma.europa.eu/sites/default/files/library/esma70-156-
4572_mifid_ii_final_report_on_algorithmic_trading.pdf)

% Angel, J. 20.04.2011: Impact of special relativity on securities regulation. The Future of Computer
Tradingin Financial Markets.
(https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/289020/11-1242-
dr15-impact-of-special-relativity-on-securities-regulation.pdf)

7 Financial Conduct Authority (Publisher), 2020: Occasional Paper: Quantifying the High-Frequency Trading
“Arms Race”: A Simple New Methodology and Estimates
(https://www.fca.org.uk/publication/occasional-papers/occasional-paper-50.pdf?mod=article_inline)

2 Wullweber, J., 2020: The COVID-19 financial crisis, global financial instabilities and transformations in the
financial system, Berlin: Finanzwende/ Heinrich-Boll-Foundation.

2 Terazono, Emiko 12.05.2018: Computers Drive Trading in Coffee and Cocoa Markets.
(https://www.ft.com/content/e06225d2-52b0-11e8-b3ee-41e0209208ec)

J. Reid et al., 18.09.2017: Long-Term Asset Return Study, The Next Financial Crisis, Deutsche Bank Markets
Research, Figure 11.

' Tooze, A. 2018:. Crashed: How a Decade of Financial Crises Changed the World. United Kingdom: Penguin
Books Limited.

2 Finanzwende 2019: Das Drama der Landesbanken. Last accessed: 03.12.2021.
(https://www.finanzwende.de/themen/banken-und-schattenbanken/landesbanken/) and

Ntv.de 2018, Zehn Jahre nach der Finanzkrise Scholz: Bankenrettung kostete 30 Milliarden. Last accessed:
03.12.2021(https://www.n-tv.de/politik/Scholz-Bankenrettung-kostete-30-Milliarden-article20623399.html)
*Taylor, C., 30.09.2019: Bank bail-out estimated to have cost State €41.7bn, says comptroller.
(https://www.irishtimes.com/business/economy/bank-bail-out-estimated-to-have-cost-state-41-7bn-says-
comptroller-1.4035332)

¥ Wirtschaft.ch (Publisher), 21.12.2012: EU pumpte 1,6 Billionen Euro in Finanzsektor.
(http://www.wirtschaft.ch/EU+pumpte+1+6+Billionen+Euro+in+Finanzsektor/569031/detail.htm)

% Haldane, A., 2010: The S$100 billion question. Comments by Mr Andrew G Haldane, Executive Director,
Financial Stability, Bank of England, at the Institute of Regulation & Risk, Hong Kong, 30 March 2010, p.2.
(https://www.bis.org/review/r100406d.pdf)

% Investopedia(Publisher): Leverage, last accessed: 16.11.2021.
‘https://www.investopedia.com/terms/I/leverage.asp). A common definition of leverage is: “an investment
strategy of using borrowed money—specifically, the use of various financial instruments or borrowed capital—
to increase the potential return of an investment.”

¥ Admati, A., Hellwig, M., 2014: The Bankers' New Clothes: What's Wrong with Banking and What to Do about It -
Updated Edition. United Kingdom: Princeton University Press.

*® Bahaj, S.,10.06.2020: The Forced Safety Effect: How Higher Capital Requirements Can Increase Bank
Lending. (https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12958 )

¥ Kinder, T., Lewis, L., 29.03.2021: How Bill Hwang got back into banks’ good books — then blew them up.
(https://www.ft.com/content/b7e0f57b-3751-42b8-8a17-eb7749f4dbc8)

“0Prince, R., 20.11.2013: From Hedge Fund to Family Office.
(https://www.forbes.com/sites/russalanprince/2013/11/20/from-hedge-fund-to-family-office/?sh=2a1832df1b29)
“TKinder, T., Lewis, L., 29.03.2021: How Bill Hwang got back into banks’ good books — then blew them up.
(https://www.ft.com/content/b7e0f57b-3751-42b8-8a17-eb7749f4dbc8)

42 Kinder, T., Lewis, L., 29.03.2021: How Bill Hwang got back into banks’ good books — then blew them up.
(https://www.ft.com/content/b7e0f57b-3751-42b8-8a17-eb7749f4dbc8)

“ Lewis, L., Walker, 0., 27.04.2021: Total bank losses from Archegos implosion exceed $10bn.
(https://www.ft.com/content/c480d5c0-ccf7-41de-8f56-03686a4556b6)

“Nicodemus, A., 29.07.2021: Report: Deficient risk culture at Credit Suisse contributed to Archegos collapse.
Compliance Week. (https://www.complianceweek.com/risk-management/report-deficient-risk-culture-at-credit-
suisse-contributed-to-archegos-collapse/30631.article)

“Mack, S., 20.11.2020: Prepare for the worst - Making Europe’s bank crisis management fit for purpose.
(https://www.delorscentre.eu/en/publications/detail/publication/prepare-for-the-worst-making-europes-bank-
crisis-management-fit-for-purpose_)


https://www.esma.europa.eu/sites/default/files/library/esma70-156-4572_mifid_ii_final_report_on_algorithmic_trading.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-4572_mifid_ii_final_report_on_algorithmic_trading.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-4572_mifid_ii_final_report_on_algorithmic_trading.pdf
https://www.esma.europa.eu/sites/default/files/library/esma70-156-4572_mifid_ii_final_report_on_algorithmic_trading.pdf
https://www.finanzwende.de/themen/banken-und-schattenbanken/landesbanken/
https://www.irishtimes.com/business/economy/bank-bail-out-estimated-to-have-cost-state-41-7bn-says-comptroller-1.4035332m
https://www.irishtimes.com/business/economy/bank-bail-out-estimated-to-have-cost-state-41-7bn-says-comptroller-1.4035332m
http://www.wirtschaft.ch/EU+pumpte+1+6+Billionen+Euro+in+Finanzsektor/569031/detail.htmm
https://www.bis.org/review/r100406d.pdf
https://www.investopedia.com/terms/l/leverage.asp
https://onlinelibrary.wiley.com/doi/abs/10.1111/jofi.12958m
https://www.ft.com/content/c480d5c0-ccf7-41de-8f56-03686a4556b6
https://www.complianceweek.com/risk-management/report-deficient-risk-culture-at-credit-suisse-contributed-to-archegos-collapse/30631.article
https://www.complianceweek.com/risk-management/report-deficient-risk-culture-at-credit-suisse-contributed-to-archegos-collapse/30631.article
https://www.delorscentre.eu/en/publications/detail/publication/prepare-for-the-worst-making-europes-bank-crisis-management-fit-for-purposem
https://www.delorscentre.eu/en/publications/detail/publication/prepare-for-the-worst-making-europes-bank-crisis-management-fit-for-purposem

“6 Handelsblatt (Publisher), 09.04.2021: Eigentimer besiegeln die Rettung der NordLB.
(https://www.wiwo.de/unternehmen/banken/landesbank-eigentuemer-besiegeln-die-rettung-der-
nordlb/24197276.html)

“TBarker, A., 01.07.2017: EU agrees Monte dei Paschi rescue with Italian government.
(https://www.ft.com/content/eael0fa0-16bb-3af7-9a0d-4a362293d085)

“8 FSB (Publisher), 16.12.2020: Global Monitoring Report on Non-Bank Financial Intermediation.
(https://www.fsb.org/2020/12/global-monitoring-report-on-non-bank-financial-intermediation-2020/) data from
accompanying dashboard https://data.fsb.org/dashboard/Time%20Series%20View.

““Tooze, A., 29.11.2020: What Happened in the US Treasury Market in March 20207 Take 1 of 4.
(https://adamtooze.substack.com/p/chartbook-newsletter-5)

9 Braun, B., 2020: Central Banking Beyond Inflation. (https://transformative-responses.org/wp-
content/uploads/2021/01/TR_Report_Braun_FINAL.pdf, Page 9)

' Hertrich, Daniel, Gabler Bankenlexikon, Stichwort: REPO-Geschaft. Zuletzt aufgerufen: 06.12.2021.
(https://www.gabler-banklexikon.de/definition/repo-geschaeft-60941)

%2 Blakeley, G., 2019: Stolen. How to save the world from financialisation. United Kingdom, Watkins Media, p. 138
% Tooze, A., 14.04.2020: How coronavirus almost brought down the global financial system
(https://www.theguardian.com/business/2020/apr/14/how-coronavirus-almost-brought-down-the-global-financial-
system)

% Lane, P., 2021: The monetary policy response in the euro area in English, in English, B. et al, 2021(publishers):
Monetary Policy and Central Banking in the Covid Era, p.82. (https://voxeu.org/content/monetary-policy-and-
central-banking-covid-era)

% European Central Bank, 2021: Central Bank Assets for Euro Area(11-19 Countries), retrieved from FRED,
Federal Reserve Bank of St. Louis; https://fred.stlouisfed.org/series/ECBASSETSW, December 6, 2021

% Barth, D., Kahn, J., 16.06.2020: Basis Trades and Treasury Market llliquidity.
(https://www.financialresearch.gov/briefs/files/OFRBr_2020_01_Basis-Trades.pdf)

% Trebesch, C., Schularick, M., Funkte, M., 09.2016: Going to extremes: Politics after financial crises, 1870-2014.
(https://www.sciencedirect.com/science/article/abs/pii/S0014292116300587)

%8 Shaxson, N.(2018). The Finance Curse: How Global Finance is Making Us All Poorer. UK, Random House.

% Krippner, G., 2005: The financialization of the American economy, Socio-Economic Review, Volume 3, Issue
2, May 2005, Pages 173-208. (https://academic.oup.com/ser/article-abstract/3/2/173/1661913). the American
economy. (https://www.depfe.unam.mx/actividades/10/financiarizacion/i-7-KrippnerGreta.pdf)

% Gupta, A., Howell, S., Yannelis, C., Gupta, A., 2013: Does Private Equity Investment in Healthcare Benefit
Patients? Evidence from Nursing Homes. University of Chicago, Becker Friedman Institute for Economics
Working Paper No. 2021-20 (https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-
healthcare-benefit-patients-evidence-from-nursing-homes/).

8" Bourgeron, T., Metz, C., Wolf, M., 2021: They Don't Care - How Financial Investors Extract Profits from Care
Homes, Finanzwende Recherche and Heinrich-Boll-Stiftung. ( https://transformative-responses.org/the-
project/financialisation/private-equity-in-care/)

82 Gupta, A., Howell, S., Yannelis, C., Gupta, A., 2013: Does Private Equity Investment in Healthcare Benefit
Patients? Evidence from Nursing Homes. University of Chicago, Becker Friedman Institute for Economics
Working Paper No. 2021-20 (https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-
healthcare-benefit-patients-evidence-from-nursing-homes/)

% Phalippou, L., quoted in Flood, C., 14.06.2020: Private equity barons grow rich on $230bn of performance
fees. (https://www.ft.com/content/803cff77-42f7-4859-aff1-afabc149023c¢)

% Flood, C., 20.09.2020: Buyout groups blasted at SEC meeting for ‘misleading numbers'.
(https://www.ft.com/content/4ael44cb-9056-41c2-a80a-36348de52964a)

% Lianos, I, McLean, A., 28.09.2021: Competition Law, Big Tech and Financialisation: The Dark Side of the
Moon. (https://ssrn.com/abstract=3930565)

% Stoller, M., 11.07.2020: A Land of Monopolists: From Portable Toilets to Mixed Martial Arts.
(https://mattstoller.substack.com/p/a-land-of-monopolists-from-portable)

5 Marek, L., 2021: Visa, Mastercard face biggest challenges in a decade. Payments Dive. Last accessed:
16.11.2021. (https://www.paymentsdive.com/news/visa-mastercard-face-biggest-challenges-in-a-
decade/598850/)

% Shaxson, N., Meagher, M., 17.09.2021: The US is taking on its corporate monopolists - now the rest of the
world must follow. (https://www.opendemocracy.net/en/oureconomy/the-us-is-taking-on-its-corporate-
monopolists-now-the-rest-of-the-world-must-follow/)

8 Auvray, T., Rabinovich, J., 04.02.2019: The financialisation - offshoring nexus and the capital accumulation of
US non-financial firms, p. 5


https://www.wiwo.de/unternehmen/banken/landesbank-eigentuemer-besiegeln-die-rettung-der-nordlb/24197276.html
https://www.wiwo.de/unternehmen/banken/landesbank-eigentuemer-besiegeln-die-rettung-der-nordlb/24197276.html
https://www.ft.com/content/eae10fa0-16bb-3af7-9a0d-4a362293d085m
https://www.fsb.org/2020/12/global-monitoring-report-on-non-bank-financial-intermediation-2020/
https://data.fsb.org/dashboard/Time%20Series%20View
https://adamtooze.substack.com/p/chartbook-newsletter-5
https://transformative-responses.org/wp-content/uploads/2021/01/TR_Report_Braun_FINAL.pdf
https://transformative-responses.org/wp-content/uploads/2021/01/TR_Report_Braun_FINAL.pdf
https://www.theguardian.com/business/2020/apr/14/how-coronavirus-almost-brought-down-the-global-financial-system
https://www.theguardian.com/business/2020/apr/14/how-coronavirus-almost-brought-down-the-global-financial-system
https://www.financialresearch.gov/briefs/files/OFRBr_2020_01_Basis-Trades.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0014292116300587
https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-healthcare-benefit-patients-evidence-from-nursing-homes/
https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-healthcare-benefit-patients-evidence-from-nursing-homes/
https://transformative-responses.org/the-project/financialisation/private-equity-in-care/
https://transformative-responses.org/the-project/financialisation/private-equity-in-care/
https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-healthcare-benefit-patients-evidence-from-nursing-homes/
https://bfi.uchicago.edu/working-paper/does-private-equity-investment-in-healthcare-benefit-patients-evidence-from-nursing-homes/
https://www.ft.com/content/803cff77-42f7-4859-aff1-afa5c149023c
https://www.ft.com/content/4ae144cb-9056-41c2-a80a-36348de5296a
https://ssrn.com/abstract=3930565
https://mattstoller.substack.com/p/a-land-of-monopolists-from-portable

® Redman, P., 07.05.2020: Financialisation has undermined firms’ ability to withstand the unfolding economic
crisis. (https://study.soas.ac.uk/covid-19-financialisation/)

7 Oxfam France (Publisher), 02.03.2021: CAC 40: Des profits sans lendemain?, p.18.
(https://www.oxfamfrance.org/rapports/cac-40-des-profits-sans-lendemain/)

2 Sennholz-Weinhardt B., Zéllner U., Peters M., Z 2021: Profits at the expense of people and planet: How
corporations serve shareholder interests instead of protecting the climate and human rights. Finanzwende
Recherche and Oxfam Deutschland. (https://transformative-responses.org/wp-
content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-

PLANET .pdf)

¥ Waters, R., 16.09.2021: Big Tech’s buyback bonanza demands closer attention.
(https://www.ft.com/content/85badd19-c52¢c-4062-88f0-4eab79c52a3a)

" Sennholz-Weinhardt B., ZolIner U., Peters M., Z 2021: Gewinne auf Kosten der Allgemeinheit: Wie Konzerne
Aktionarsinteressen bedienen, statt Klima und Menschenrechte zu schitzen. Finanzwende Recherche und
Oxfam Deutschland. (https://transformative-responses.org/wp-
content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF -PEOPLE-AND-THE-

PLANET .pdf)

" Floyd, E., Li, N., & Skinner, D., 2015: Payout policy through the financial crisis: The growth of repurchases and
theresilience of dividends. Journal of Financial Economics 118, 299-316.

® Morris, S., Storbeck, 0., 01.03.2021: Deutsche Bank under pressure over derivatives sales in Spain.
(https://www.ft.com/content/7574b505-adb2-42f4-8745-9fe3da9chb5fb)

" Morris, S., Storbeck, 0., 28.06.2021: Deutsche Bank compensates Spanish winemaker over forex scandal.
(https://www.ft.com/content/e17654a5-3edb-4361-bal0-b7a590bc28a2 )

" Morris, S., Storbeck, 0.,13.10.2021: Deutsche Bank faces €500m lawsuit in widening forex derivatives
scandal. (https://www.ft.com/content/97b44628-450a-4535-8605-d5a7b8e5cbff)

" Morris, S., Storbeck, 0.,13.10.2021: Deutsche Bank faces €500m lawsuit in widening forex derivatives
scandal. (https://www.ft.com/content/97b44628-450a-4535-8605-d5a7b8e5cbff)

% Cotizalia(Publisher), 14.06.2021: Los duefios de Don Simon pierden 75 M con derivados de BNP y planean ir a
juicio. (https://www.elconfidencial.com/empresas/2021-06-14/garcia-carrion-pierde-75m-con-derivados-de-
bnp-paribas-y-estudia-una-demanda_3130124/)

8 Wilson, H., Arons, S., 17.06.2021: Goldman Sachs Reported to U.K. Regulator Over Spanish Trades.
(https://www.bloomberg.com/news/articles/2021-06-17/goldman-sachs-reported-to-u-k-regulator-over-
spanish-fx-trades)

82 Deutscher Derivateverband (Publisher): entry ,Zertifikat” (German for investment certificate)
https://www.derivateverband.de/DEU/Wissen/Lexikon#z

8 Schick, G., 29.05.2020: Produkte, die keiner braucht. (https://www.finanzwende.de/blog/produkte-die-keiner-
braucht/)

8 Wilhelm, H., 17.05.2010: Dummes deutsches Geld. (https://www.sueddeutsche.de/geld/lehman-pleite-dummes-
deutsches-geld-1.398707)

8 Kirchner, C., 18.03.2020: Bei Deka und DZ Bank droht ein Zertifikate-Desaster, Finanz-Szene. (https://finanz-
szene.de/banking/bei-deka-und-dz-bank-droht-ein-lehman-oma-2-0-desaster/)

% Kirchner, C., 14.04.2019: Warum die Deka (und die Sparkassen-Berater) so krass auf Zertifikate abfahren.
(https://finanz-szene.de/eigene-artikel-von-finanz-szene-de/warum-die-deka-und-die-sparkassen-berater-so-
krass-auf-zertfikate-abfahren/)

8 Schick, G. 2020: Die Bank gewinnt immer: Wie der Finanzmarkt die Gesellschaft vergiftet. Deutschland:
Campus Verlag, S.66.

% Financial intermediation, measured as the development of the income share of the financial sector. The data
is corrected for value added by insurance companies and pension funds and auxiliaries from 1979 on. For the
years before, according to the authors, the deviation between the two measures is assumed to be low due to
limited due to the bank-based financial system.

8 Bazot, G., 2018: Financial Consumption and the Cost of Finance: Measuring Financial Efficiency in Europe
(1950-2007), Journal of the European Economic Association 2018 16(1):123-160.

Unit costs are calculated as the income of the financial sector relative to the quantity of financial services
provided.

% Arjaliés, D. et al., 2017: Chains of Finance - How Investment Management is Shaped, Oxford University Press,
p.12.

9 Meagher, M., 10.09.2020: Competition is Killing Us: How Big Business is Harming Our Society and Planet - and
What To Do About It. (https://www.waterstones.com/book/competition-is-killing-us/michelle-
meagher/9780241423011)


https://study.soas.ac.uk/covid-19-financialisation/
https://www.oxfamfrance.org/rapports/cac-40-des-profits-sans-lendemain/
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://www.ft.com/content/85badd19-c52c-4062-88f0-4ea679c52a3a
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://transformative-responses.org/wp-content/uploads/2021/11/FINANZWENDEOXFAM_2021_PROFIT-AT-THE-EXPENSE-OF-PEOPLE-AND-THE-PLANET.pdf
https://www.ft.com/content/7574b505-adb2-42f4-8745-9fe3da9cb5fb
https://www.ft.com/content/e17654a5-3edb-4361-ba10-b7a590bc28a2
https://www.derivateverband.de/DEU/Wissen/Lexikon#z
https://www.finanzwende.de/blog/produkte-die-keiner-braucht/
https://www.finanzwende.de/blog/produkte-die-keiner-braucht/
https://www.sueddeutsche.de/geld/lehman-pleite-dummes-deutsches-geld-1.398707
https://www.sueddeutsche.de/geld/lehman-pleite-dummes-deutsches-geld-1.398707
https://finanz-szene.de/banking/bei-deka-und-dz-bank-droht-ein-lehman-oma-2-0-desaster/
https://finanz-szene.de/banking/bei-deka-und-dz-bank-droht-ein-lehman-oma-2-0-desaster/
https://finanz-szene.de/eigene-artikel-von-finanz-szene-de/warum-die-deka-und-die-sparkassen-berater-so-krass-auf-zertfikate-abfahren/
https://finanz-szene.de/eigene-artikel-von-finanz-szene-de/warum-die-deka-und-die-sparkassen-berater-so-krass-auf-zertfikate-abfahren/
https://www.waterstones.com/book/competition-is-killing-us/michelle-meagher/9780241423011
https://www.waterstones.com/book/competition-is-killing-us/michelle-meagher/9780241423011

2 The data includes both natural and legal persons. DIHK (Publisher), Statistiken Vermittlerverzeichnisse.
(https://www.dihk.de/de/themen-und-positionen/recht-in-der-wirtschaft/gewerberecht/statistiken-
vermittlerverzeichnisse-3344)

% Destatis (Publisher), 18.09.2020: Presse Zahl der Polizeianwarterinnen und -anwérter seit 2010 mehr als
verdoppelt.
(https://www.destatis.de/DE/Presse/Pressemitteilungen/2020/09/PD20_N057_742.html#:~:text=Deren%20Zahl %2
Ostieg%20seit%202010, %3A %20%2B1%2C6%20%25)

% Der Spiegel, 2021: Sparkassen sprechen sich gegen Beratung auf Honorarbasis aus. Zuletzt aufgerufen:
06.12.2021. https://www.spiegel.de/wirtschaft/service/banken-sparkassen-sind-gegen-beratung-auf-
honorarbasis-angeblich-huerde-fuer-kleinanleger-a-0158aa39-1821-4775-8e9a-5e3faeb645bb

% Qehler, A., 2012: Bei Abschluss: Verlust? Das Ende vom Anfang einer Vorsorge: Milliardenschaden durch
fehlgeleitete Abschlisse. (http://ratgeber.verbraucherzentrale-
niedersachsen.de/versicherungen/151189/0ehler_Studie_Paper.pdf)

® This is due to the fact that larger portfolios generate sufficient revenues to pay for independent financial
advice.

97 Piketty, T., 2014: Das Kapital im 21. Jahrhundert, C. H. Beck Verlag, Minchen 2014, Pages. 574-598.

% Schularick, M. 2021: Corona-Hilfen missen Unternehmen retten, nicht deren Eigentiimer, Birgerbewegung
Finanzwende, last accessed: 25.11.2021. (https://www.finanzwende.de/blog/corona-hilfen-muessen-
unternehmen-retten-nicht-deren-eigentuemer/)

% BBC (Publisher), 2018: Greek bailout crisis in 300 words, last accessed: 26.11.2021.
(https://www.bbc.com/news/world-europe-45245969)

% Eyrostat Database, Mean monthly earnings by sex, economic activity and educational attainment,
earn_ses18_23, Data for 2018, last accessed on Nov 4, 2021.
(https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=earn_ses18_23&lang=en)

" 0sman, Y., Maisch, M., 21.05.2021: Der miihsame Weg zur Normalitat der Deutschen Bank .
(https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/bilanzcheck-der-muehsame-weg-zur-
normalitaet-der-deutschen-bank/27208064.html?ticket=ST-10650565-1gMuDEBwZk76 TEyoadEp-ap1)
1920sman, Y., Maisch, M., 12.03.2021: Deutsche Bank schittet wieder (ippige Boni aus - 684
Einkommensmillionére. (https://www.handelsblatt.com/finanzen/banken-
versicherungen/banken/geschaeftsbericht-deutsche-bank-schuettet-wieder-ueppige-boni-aus-684-
einkommensmillionaere/26999200.htmlI?ticket=ST-4854360-Cp6tMUMBS2pljOF fZao5-ap1and
https://www.finanzen.net/bilanz_guv/deutsche_bank)

195 Schonauer, 1., 28.06.2021: Sewing: Der Bogen ist Gberspannt. (https://www.faz.net/aktuell/finanzen/sewing-
der-bogen-ist-ueberspannt-17411820.htm!)

1% Dohms, H., 15.07.2019: Bis zu 2,3 Mio. Euro: Vergiitungen bei Sparkassen explodieren. (https://finanz-
szene.de/banking/bis-zu-23-mio-euro-verguetungen-bei-sparkassen-explodieren/)

1% Deutscher Sparkassen- und Giroverband, 20.11.2019: Auswirkungen der Niedrigzinspolitik auf die
Gesellschaft (https://www.dsgv.de/positionen/standpunkte-der-chefsvolkswirte/gesellschaftliche-auswirkungen-
niedrigzins.html)

1% Rainforest Action Network, Banktrack, Indigenous Environmental Network, Oilchange, Reclain Finance,
Sierra Club (Publishers), 24.03.2021: Banking on Climate Change, p. 39 - 14.
(https://www.bankingonclimatechaos.org/wp-content/uploads/2021/10/Banking-on-Climate-Chaos-2021.pdf)
97 1EA (Publisher), 2015: Net Zero by 2050 A Roadmap for the Global Energy Sector.
(https://www.iea.org/reports/net-zero-by-2050)

1% Giuzio, M., Krusec, D., Levels, A., Melo, A., Mikkonen, K., Radulova, P., 05.2019: Climate change and financial
stability. (https://www.ecb.europa.eu/pub/financial-
stability/fsr/special/html/ecb.fsrart201905_1~47¢f778cc1.en.html)

1 Finanzwende, 2021: CumCum-Skandal: Holt endlich das Geld zuriick. Last accessed: 03.12.2021
(https://www.finanzwende.de/themen/cumex/cumcum/?cookiel evel=not-set) und

"0 Correctiv (Publisher), Cumex Fiiles. (https://correctiv.org/top-stories/2021/10/21/cumex-files-2/)

"Wormer, V., Schéfer, U., Ott, K., Obermayer, B., Obermaier, F.: Eine Briefkastenfirma, bitte.
(https://panamapapers.sueddeutsche.de/articles/56effb802f17ab0f205e6370/)

"2Wormer, V., Schéafer, U., Ott, K., Obermayer, B., Obermaier, F.: Eine Briefkastenfirma, bitte.
(https://www.sueddeutsche.de/wirtschaft/banken-briefkastenfirmen-was-ist-legal-und-was-nicht-dpa.urn-
newsml-dpa-com-20090101-160404-99-454998)

" Strunz, B., Strozyk, J., Eckstein, P., 05.11.2017: Architekten der Steuerschlupflocher.
(https://www.tagesschau.de/ausland/paradisepapers/paradisepapers-179.html)


https://www.dihk.de/de/themen-und-positionen/recht-in-der-wirtschaft/gewerberecht/statistiken-vermittlerverzeichnisse-3344
https://www.dihk.de/de/themen-und-positionen/recht-in-der-wirtschaft/gewerberecht/statistiken-vermittlerverzeichnisse-3344
https://www.destatis.de/DE/Presse/Pressemitteilungen/2020/09/PD20_N057_742.html#:~:text=Deren%20Zahl%20stieg%20seit%202010,%3A%20%2B1%2C6%20%25
https://www.destatis.de/DE/Presse/Pressemitteilungen/2020/09/PD20_N057_742.html#:~:text=Deren%20Zahl%20stieg%20seit%202010,%3A%20%2B1%2C6%20%25
https://www.finanzwende.de/blog/corona-hilfen-muessen-unternehmen-retten-nicht-deren-eigentuemer/
https://www.finanzwende.de/blog/corona-hilfen-muessen-unternehmen-retten-nicht-deren-eigentuemer/
https://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=earn_ses18_23&lang=en
https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/bilanzcheck-der-muehsame-weg-zur-normalitaet-der-deutschen-bank/27208064.html?ticket=ST-10650565-1gMuDEBwZk76TEyoadEp-ap1
https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/bilanzcheck-der-muehsame-weg-zur-normalitaet-der-deutschen-bank/27208064.html?ticket=ST-10650565-1gMuDEBwZk76TEyoadEp-ap1
https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/geschaeftsbericht-deutsche-bank-schuettet-wieder-ueppige-boni-aus-684-einkommensmillionaere/26999200.html?ticket=ST-4854360-Cp6tMUMBS2pIjOFfZao5-ap1
https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/geschaeftsbericht-deutsche-bank-schuettet-wieder-ueppige-boni-aus-684-einkommensmillionaere/26999200.html?ticket=ST-4854360-Cp6tMUMBS2pIjOFfZao5-ap1
https://www.handelsblatt.com/finanzen/banken-versicherungen/banken/geschaeftsbericht-deutsche-bank-schuettet-wieder-ueppige-boni-aus-684-einkommensmillionaere/26999200.html?ticket=ST-4854360-Cp6tMUMBS2pIjOFfZao5-ap1
https://www.finanzen.net/bilanz_guv/deutsche_bank
https://www.faz.net/aktuell/finanzen/sewing-der-bogen-ist-ueberspannt-17411820.htmlm
https://www.faz.net/aktuell/finanzen/sewing-der-bogen-ist-ueberspannt-17411820.htmlm
https://finanz-szene.de/banking/bis-zu-23-mio-euro-verguetungen-bei-sparkassen-explodieren/
https://finanz-szene.de/banking/bis-zu-23-mio-euro-verguetungen-bei-sparkassen-explodieren/
https://www.dsgv.de/positionen/standpunkte-der-chefsvolkswirte/gesellschaftliche-auswirkungen-niedrigzins.html
https://www.dsgv.de/positionen/standpunkte-der-chefsvolkswirte/gesellschaftliche-auswirkungen-niedrigzins.html
https://www.iea.org/reports/net-zero-by-2050
https://www.ecb.europa.eu/pub/financial-stability/fsr/special/html/ecb.fsrart201905_1~47cf778cc1.en.html
https://www.ecb.europa.eu/pub/financial-stability/fsr/special/html/ecb.fsrart201905_1~47cf778cc1.en.html
https://www.finanzwende.de/themen/cumex/cumcum/?cookieLevel=not-set
https://panamapapers.sueddeutsche.de/articles/56effb802f17ab0f205e6370/
https://www.sueddeutsche.de/wirtschaft/banken-briefkastenfirmen-was-ist-legal-und-was-nicht-dpa.urn-newsml-dpa-com-20090101-160404-99-454998
https://www.sueddeutsche.de/wirtschaft/banken-briefkastenfirmen-was-ist-legal-und-was-nicht-dpa.urn-newsml-dpa-com-20090101-160404-99-454998
https://www.tagesschau.de/ausland/paradisepapers/paradisepapers-179.html

" Brinkmann, B., Giesen, C., Obermaier, F., Obermayer, B., Ott, K., 07.11.2014: Arger im Steuer-Marchenland.
(https://www.sueddeutsche.de/wirtschaft/luxemburg-leaks-aerger-im-steuer-maerchenland-1.2206040)

" Tarslgv, T. et al, 2018: The Missing Profits of Nations, NBER Working Paper Series, Working Paper 24701.
(http://www.nber.org/papers/w24701)

" Obermayer, B., Obermaier, F., 20.09.2020: Die wichtigsten Fakten zu den FinCEN-Files.
(https://projekte.sueddeutsche.de/artikel/wirtschaft/fincen-files-die-wichtigsten-fakten-e107343/)

"' Welt (Publisher), 21.04.2016 : Deutschland - ein Eldorado fiir Geldwé&scher.
(https://www.welt.de/wirtschaft/article154587573/Deutschland-ein-Eldorado-fuer-Geldwaescher.html)

"8 Obermaier, F., Schreiber, M., Much, M., Munzinger, H., 23.09.2020: Danische Waschmaschine.
(https://www.sueddeutsche.de/wirtschaft/finanzskandal-daenische-waschmaschine-1.5042107)

" FAZ (Publisher), 24.09.2018: Bafin greift bei Deutscher Bank durch.
(https://www.faz.net/aktuell/finanzen/finanzmarkt/bafin-greift-bei-deutscher-bank-durch-15804485.html)

120 Bafin (Publisher), 30.04.2021: Deutsche Bank AG: BaFin expands special representative’s mandate.
(https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Massnahmen/60b_KWG_84_WplG_und_57_GwG/meldu
ng_210430_57_GwG_60b_KWG_Deutsche-
Bank_Sonderbeauftragter_en.html;jsessionid=8D106A27926800084C5C88C23626199D.1_cid501)

' BBC (Publisher), 20.09.2020: FinCEN Files: HSBC moved Ponzi scheme millions despite warning.
(https://www.bbc.com/news/uk-54225572);

Ross, M., 13.06.2021: HSBC's Money Laundering Scandal. (https://www.investopedia.com/stock-
analysis/2013/investing-news-for-jan-29-hsbcs-money-laundering-scandal-hbc-scbff-ing-cs-rbs0129.aspx)

122 Spain’s News, 07.2021: The Supreme Court fines Banco Santander 5.6 million for failing to comply with the
rules against money laundering. (https://spainsnews.com/the-supreme-court-fines-banco-santander-5-6-million-
for-failing-to-comply-with-the-rules-against-money-laundering/)

1 FCA (Publisher), 17.06.2020: FCA fines Commerzbank London £37,805,400 over anti-money laundering
failures. (https://www.fca.org.uk/news/press-releases/fca-fines-commerzbank-london-37805400-over-anti-
money-laundering-failures)

124 Tax Justice Network (Publisher): Corporate Tax Haven Index - 2021 Results. (https://cthi.taxjustice.net/en/)
The data on foreign subsidiaries was kindly made available by the EU tax observatory.

1% Aliprandi, G. et. al., 2021: Have European Banks Left Tax Havens? Evidence from Country-By-Country-Date.
EU tax observatory. (https://www.taxobservatory.eu/have-european-banks-left-tax-havens-evidence-from-
country-by-country-data/)

126 Brinkmann, B., Giesen, C., Obermaier, F., Obermayer, B., Ott, K., 07.11.2014: Arger im Steuer-Marchenland.
(https://www.sueddeutsche.de/wirtschaft/luxemburg-leaks-aerger-im-steuer-maerchenland-1.2206040)
27 Pistor, K., 2019: The Code of Capital: How the Law Creates Wealth and Inequality. Princeton University Press,
p.50.

28 The development of finance - often called ‘financial depth’ - is usually measured in terms of the amount of
financial assets relative to the size of the economy.

12 Berkes, E., Banizza, U., Arcand, J., 01.06.2012: Too Much Finance?
(https://www.imf.org/en/Publications/WP/Issues/2016/12/31/Too-Much-Finance-26011); Cecchetti, S., Kharroubi,
E., 06.2012: Reassessing the impact of finance on growth. (https://www.bis.org/publ/work381.pdf)

0 Cihak, M., Sahay, R., 17.01.2020: Finance and Inequality. (https://www.imf.org/en/Publications/Staff-
Discussion-Notes/Issues/2020/01/16/Finance-and-Inequality-45129)

¥ Bankenverband (Publisher), 27.10.2021: DK: Kommissionsvorschlag zur Umsetzung von Basel IV belastet
européische Wirtschaft. (https://die-dk.de/themen/pressemitteilungen/dk-kommissionsvorschlag-zur-
umsetzung-von-basel-iv-belastet-europaische-wirtschaft/)

¥2|n den Niederlanden und dem Vereinigten Kénigreich besteht ein Provisionsverbot.


https://www.sueddeutsche.de/wirtschaft/luxemburg-leaks-aerger-im-steuer-maerchenland-1.2206040
https://projekte.sueddeutsche.de/artikel/wirtschaft/fincen-files-die-wichtigsten-fakten-e107343/
https://www.welt.de/wirtschaft/article154587573/Deutschland-ein-Eldorado-fuer-Geldwaescher.html
https://www.sueddeutsche.de/wirtschaft/finanzskandal-daenische-waschmaschine-1.5042107
https://www.faz.net/aktuell/finanzen/finanzmarkt/bafin-greift-bei-deutscher-bank-durch-15804485.html
https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Massnahmen/60b_KWG_84_WpIG_und_57_GwG/meldung_210430_57_GwG_60b_KWG_Deutsche-Bank_Sonderbeauftragter_en.html;jsessionid=8D106A27926800084C5C88C23626199D.1_cid501
https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Massnahmen/60b_KWG_84_WpIG_und_57_GwG/meldung_210430_57_GwG_60b_KWG_Deutsche-Bank_Sonderbeauftragter_en.html;jsessionid=8D106A27926800084C5C88C23626199D.1_cid501
https://www.bafin.de/SharedDocs/Veroeffentlichungen/EN/Massnahmen/60b_KWG_84_WpIG_und_57_GwG/meldung_210430_57_GwG_60b_KWG_Deutsche-Bank_Sonderbeauftragter_en.html;jsessionid=8D106A27926800084C5C88C23626199D.1_cid501
https://www.bbc.com/news/uk-54225572
https://www.investopedia.com/stock-analysis/2013/investing-news-for-jan-29-hsbcs-money-laundering-scandal-hbc-scbff-ing-cs-rbs0129.aspx
https://www.investopedia.com/stock-analysis/2013/investing-news-for-jan-29-hsbcs-money-laundering-scandal-hbc-scbff-ing-cs-rbs0129.aspx
https://spainsnews.com/the-supreme-court-fines-banco-santander-5-6-million-for-failing-to-comply-with-the-rules-against-money-laundering/
https://spainsnews.com/the-supreme-court-fines-banco-santander-5-6-million-for-failing-to-comply-with-the-rules-against-money-laundering/
https://www.fca.org.uk/news/press-releases/fca-fines-commerzbank-london-37805400-over-anti-money-laundering-failures
https://www.fca.org.uk/news/press-releases/fca-fines-commerzbank-london-37805400-over-anti-money-laundering-failures
https://cthi.taxjustice.net/en/
https://www.taxobservatory.eu/have-european-banks-left-tax-havens-evidence-from-country-by-country-data/
https://www.taxobservatory.eu/have-european-banks-left-tax-havens-evidence-from-country-by-country-data/

	Cover Shrinking Finance Papier_EN.pdf
	2021214_Shrink Finance_text.pdf



