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e Ladies and Gentlemen

* Delig hted to be here in Toronto. Usually as Lord Mayor
of London I'd have to explain what | do - supporting all
UK-based financial services - but given what the TFSA
is for, | can really say that my organisation, the City of
London Corporation and TFSA are much alike - my
organisation may be  a couple of hundred years older,
but we share the same desire to improve conditions
for financial services in our part of the world - and to
build business there.  Perhaps unlike the TFSA, | don't

just support the City of Lon don - | support cities such



as Cardiff, Edinburgh, Glasgow, Manc hester, Leeds,
Birmingham and Liverpool - which in employment
terms represent over half of the UK 's financial services
- and which not only provide back offices but provide

their own specialis ms, legal services in Leeds for
example . This allows companies interested in starting

up or investing in the UK a range of costs and

locations.

But we are not interested in simply fighting our corner.
We in London see the TFSA as allies in the process to

build a better global financial system.



* So today my message is about partnership, - where
we are at now, what steps we are taking to work on
the global framework of financial services - and how

we could work together more .

. | was delighted to learn th at according to the most
recent Global International Financial Centres Index

report, number 6% - which came out just a week ago, all

! The GFCI tracks the underlying competitiveness of financial centres. It is commissioned
every six months by the City of London CorporatioheTankings are compiled by the
independent Z/Yen Group from surveys of finance professionals around the world and
competitiveness indicators. The survey responses were collected between January and
June 20009.



the leading C anadian financial centres are rated higher in
terms of total points . Toronto, ranked atno 13,is up by
32 po ints, and is now number 3 in North Ameri ca after
New York and Chicago. In addition, Toronto is the only
North American centre that enjoys support from the
offshore centres and is well regarded by London

respondents, and is rated by a t hird of non home

resp ondents .



* In the same report, London came in at first place
again - which confirms other reports, including one by

Mastercard. 23

* Indeed, people sometimes find the resilience of the UK
financial services sector a little surprising , after

reading doom -laden newspaper reports.

2 GFCI 5 , FDI magazine, MasterCard Worldwidentres of Commerce Index: put UK ahead of New York

3y (have not added these lines which are repeated later on 'However the gap between London and New York
the one hand, and Singapore and Hong Kong on the other, has narrowed. In a highly compeliitiaw
complacency is dangerous.)



 The factis that although we have been  seriously

affected by the banking crisis, in the UK we have a
diversified expertise across a range of specialist

sectors, from insurance to sharia -compliant finance , to
carbon emissions tradi  ng, accountancy and law; we
have unparal leled experience in  Public - Private
Partnerships , the UK's name for Alternative Financing

and Procurement . By the end of last year, 935 PPP
projects had been signed in the UK, with a capital

value of £66bn - and it ha s accounted for 10-15% of
public sector cap ital investment in the UK since 1996;

in a global downturn, financing solutions like PPP can



be extremely welcome to the stretched public purse.
While the number of transactions has fallen over the
past 12 months by 30%, as compared with the
average of the three previous years, the total value
has only reduced by 11%. There remains scope for

well structured propositions.

And in the field of sharia  -compliant, or Islamic finance,
the UK is no w the leading Westernn  ation by sharia
compliant assets, and has a growing range of

wholesale and consumer products. This is important



both to our 2 million Muslims in the UK, and for doing

trade with Muslim businesses around the world. 4

We also have more educational instituti ons offering
professional education in sharia compliant financial
products than any other country , Which has supported
the necessary skills development . The government has
been careful to support sharia compliant finance,

ironing out anomalies where users might be taxed

* The UK is the leading Western Countryn 8th place (after Gulf Cooperation Council and Malaysiajth $18bn of
reported assets (largely based on HSBC Amanah, IFSL Islamic Finance Feb 2009).

London has been pviaing Shariacompliant financial services for 30 years.
2 million Muslims in the UK and an international market to cater for; Muslims make up of one in five of the

world population; estimated global market to end 2007 $729bn, increase of 37% ond@@€@aPglobal market for
Islamic finance estimated by Standard & Poors to be around $4 trillion

9



twice, or escape tax completely, for example. Sharia
compliant products today ha ve become accessible to
people even using mainstream banks: if you walk into

a branch of Lloyds bank, one of our main high street
banks, you will find sharia -compliant or Islamic options

on all kinds of account s.

The UK also remains one of the most open markets in
the world, offering a level playing field to overseas
investors. They know they will get a fair hearing in

English courts, with their clear, preced ent based

1C



English Common Law. And  like you in Toronto, we

attract strong financial talent from all over the world

A few months ago, the Prime Minister of Thailand

came to Mansion House and the business session was
moderated by an American citizen, resid ent in London,
who works for a Swiss bank where he heads up their

South Asian desk! | introduced him as exemplifying

the modern City.

> Nearly 50% of Torontonians was born overseas
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* The government and industry works to foster our
financial talent: finance is now a compulsory part of
the school curricu  lum, and in the City many firms
provide business and financial education in local
schools. And for the past five years, the Financial
Services Skills Council, an independent, employer led
organisation, has been pushing for young people to
study for and ent er areas where there are skills gaps.
Many young people are now studying for diplomas in

business and finance.

12



So these are some of the areas that are keeping the

UK busy. We also believe that the UK continues to

offer the best return on investment withi nthe EU - a
business friendly gateway to the 500 million citizens of

the rest of Europe °. And at the same time, we offer a

® The Emst & Young Country Attractiveness Survey from June 2009 showed that London has retained itsaposition
EuropeOs most attractive city to invest in. It shows the capital secured 262 projects in 2008 with closest rivals, Pa
Madrid, obtaining 222 and 80 projects respectively.

BUT 6 Foreign investment to UK has fallen by haridk is harder hit thaany other country, as recession and fall of sterling
deterred firms from investing here. UN Conference on Trade and Development world investment report shows. UK dropped to
in Europe for investment figureoverall, US is largest recipient of investn flows followed by France, China, Britain and Russia.
Peter Sissons from EDO comments: Thanks for the tip off on the Guardian article, it seems that inflows have dropped (which ci
explained by the fact that US firms have reduced their investmehink that over 40% of investment in the UK originates from the
US) and total stock has also dropped (to put us 2nd in Europe, but this is primarily as a result of the relative weakness of the pc
There seems to be an adjustment in the source ofvi#izireby we have seen US firms making less investments, but Chinese bank:
increasing their investment (CMB and CICC are two examples), this has been happening over the past few yearsarnththe
speeded things up.
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gateway beyond Europe, to the Middle East and North

Africa , and even to the US and Asia.

* And we have strong trading relationships with other
countries - amon g them, very importantly, Canada - in
areas from financial services to science and
technology . As you know, we have strong bilateral
trade - in 2008 worth over £25bn  ’. The UK s the 2nd
largest investor in Canada ° and the UK s the 2nd

largest destination for investment from Canada after

! UK exports of goods to Cana@808: £14.2bn; Canada to UK: £11bn.

8 with FDI of C$55bn which is around 10.9% (US has whopping 57.6%);
14



the USA °. The UK is Canada's gateway to Europe -
with over 560 Canadian companies invested there, and
Canada is oursto N orth Americ a: with some 650 UK

companies in the Canadian market ~ *°.

* But befo re you think | have just come to bang the
drum for London and for our trade relationship: - what
| believe to be far more interesting than the GFCI top

ranking, is the fact that London, New York, Singapore

% $54bn in 2007; British FDI in Canada is $54.7bn.

10 canadian investments UK over 560 companies in the UK eg Bombadier, Maple Leaf Foods, RBC, TRIRank
Mitel, Nexen, MDA, and many of Canadian pension funds.

¥ UK firms present in Canada: about 650, with 1,200 subsidiaries, employing around 70,000 across 20 diffel
industries, and generating annual sales in excess of CAD$15bn. eg Aviva, Balateysryestors, HSBC, Lloyds of
London, Lloyds TSB, Standard Life, Royal & Sun Alliance.

15



and Hong Kong are now part of a clear global top 4
the overall rankings in the latest GFCI report show the
gaps are narrowing between them. In the future, |
believe that it will be far more important to be part of

this premier league, than to be number one.

This is partly because | believe that in the future the
financial services cake will get bigger, driven by
demand in the developing countries, and by domestic

consumer demand.

16



* But perhaps more than that, in this post financial crisis
universe what matters is working together more
effectively acros s borders, on issues like risk

management and regulation.

« So how have we been addressing the downturn

in London?

e Well, you will know about the immediate action:
nationalisation of Northern Rock in 2007 - which was
heavily affected by subprime; and last year, the

government bailouts of RB S, Lloyds and HBOS and the

17



division of Bradford & Bingley into a good bank which
was sold and a bad bank which was taken into public
ownership. In addition, some weaker building societies
were obliged to be rescued by str onger ones -
Cheshire, Derbyshire, Dunfermline, amongst them

Other nations - all over the world - followed this lead.

From the perspective of the City of London we
welcome the progress of the G20 at Pittsburgh and
previous meetings, in particular its e ndorsement of

further reform of international regulation.

18



* Particularly important is the proposal to reform the

IMF quotas and to increase contributions, which will
strengthen the IMF giving it greater financial clout and
strengthen the representation of developing and
emerging countries and which acknowledges the

growing power of countries like China and India. The

City of London has for some time been aware of this,

and we have permanent offices in both those countries
and both the City of London Corpora tion's Lord Mayor
and the City's Chairman of Policy make regular visits

to them.

19



* Another key issue raised was capital leverage - a
concrete proposal for a harmonised leverage ratio
worldwide, which the Basel committee will implement.
Providing it is harm  onised, international and
implemented with no exemptions, it is welcome and

will not affect the competitiveness of Canada, the USA
or the UK. We have of course to recognise that higher
bank capital will mean lower bank lending. In terms of
preventing asse ts bubbles in the private sector it may
be no bad thing that banks will no longer lend

extravagant multiples of people's earnings.

20



* And finally, climate change. | am delighted that the
G20 agreed to end fossil fuel subsidies. This is
important particularly for Russia and the Ukraine,
where fuel is sold to end users below cost. In countries
where this happens any change may need to be
accompanied by appropriate protection for the poor.
But where fuel subsidies encourage widespread
profligacy because fuel is cheaper than its opportunity
costs, let alone the wholesale price, things may have
to change. | believe you must start by encouraging
energy efficiency, not energy use, for example via

subsidies or lower VAT on double glazing or insulation.

21



* We have publis hed a number of seminal reports on
regulation and corporate governance, this year. For
those who have worked in the City for as long as |
have, both make for uncomfortable reading; but |
believe necessarily uncomfortable. We know that era
of light touch re gulation is over. A number of the
proposals are extremely sound and | am happy to talk

about them at greater length afterwards

* | believe that the interests of all international financial

centres lie in coordinating a response to the financial

22



crisis. Fi nancial services is a key industry in Canada -
last year Financial Services contributed 13.1% of

Canada's GDP - CAD$160bn ; that's similar to the UK's
figures. We want our industries to be strong, but we

also want there to be good consumer protection

Now this brings me onto my final point: how can

Toronto and London work closer together?

| believe that at an international level we should be

pushing for

23



harmonisation to avoid regulatory arbitrage and

duplication

a safe globalised financial system where s ystemic risk
Is managed

consolidated supervision of international institutions so
countries can defer to each others' oversight

appropriate consumer protection.

And we should be exploring partnerships - particularly
perhaps in PPP and Sharia compliant fi nance. There
are still growth areas - carbon emissions trading, the

low carbon economy, sharia compliant, microfinance -

24



the list is long. We need to build on those and ensure
we have the skills in place and the people for the next

20 years.

Our UK Trad e & Investment network  will continue to
work on events like today, which help to bring

together practitioners in Canada and the UK: and we
would warmly welcome you to come to the UK to talk

to us there.

This is a time not for protectionism and inward -looking

policy - making, but for building alliances and

25



collaborations, - and in London we are keen to work
with you and exchange views with you. The world has
changed. Now it is time for us to change the world.

* Thankyou.

(15 mins)

If asked about corporate governance, regulation

etc

26



The key recommendations of Sir David Walker's  review
of corporate governance at British banks and other

financial groups , are these:

Board qualification

Director should have "business awareness sessions,"
greater support and  spend at 30 days on the job. FSA

involvement in director training and appointments.

Board Functioning

Walker suggested Chairmen should spend more time

at banks, have better qualifications, more

27



responsibilities and be subject to annual re -election.

Dire ctors should be more challenging to executives
and the senior independent director more active. An
annual report should be published on governance,

including work with investors.

| believe that it is now widely accepted that non -
executive directors have been too passive to date and
non - executive directors should be helped to perform
their roles actively and effectively. This may mean

fewer appointments, more pay and better training.

28



* |nvestors

* The company should monitor its share register and
explain big changes. Investors should adopt formal
rules of engagement such as the FRC Principles of
Stewardship; adopt a code of collective action and

publish voting records.

* Risk

* Creation of a Chief Risk Office and separate Risk
Committee responsible for monitorin g all aspects of
group risk, including big transactions and a risk report

that should be published annually.

29



* Pay

* Remit of remuneration committee extended to whole
firm; "high -end" earners disclosed in bands and
monitored by FSA; bonus payments to be sta ggered
for up to 5 years; full disclosure on pensions; better

organisation of pay consultants.

* Walker does not suggest limiting or capping pay, just
making it more transparent and more likely to

incentivise long term thinking.

30



* Finally, regulation, (the se are lines approved by

EDO)

* Everyone agrees that banks will have to be regulated
more carefully. What has been acknowledged by all
observers - notably the de Larosiere Report and the
Turner Report - is that the system of regulation

governing the system  was inadequate.

* In the City, we accept that good regulation is
necessary for any successful financial system.

However, we m ust steer clear from regulation

31



for regulationOs sake. We must not stifle risk taking
because this is a normal, reasonable part o f business
that has benefits for everyone. We should also keep

our eye on dealing with the key issues and not be

distracted by legislating on pay and bonuses.

Regulation #2 D BoE v FSA

The UK stands to gain enormously if we get the right
balance between good regulation and freedom to do
business. Indeed, research commissioned by the City

shows that the most successful cities are those with

32



good regulation because thatOs where investors have

confidence in doing business.

Who does the regulating b be i t the Bank of England or
the FSA D is of secondary importance. What matters

Is the quality of the regulation.

Regulation #3 D international dimension and
cooperation
Successful regulation and supervision of the financial

services industry, however, is not only an internal UK

33



iIssue; it must be coupled with effective, international

cooperation.

* We support international efforts through the G20 and
others to strengthen bank capital liquidity
requirements and the European CommissionOs proposal
for a Europ ean Systemic Risk Council, as well as

efforts to increase transparency.

* Glass-Ste agall and Bonuses

34



| believe thatthe UK - and Canada - must resist calls
for Glass - Ste agall style legislation. | understand that
many people want to Obreak up the banks®  to reduce
the risk they pose, but this ignores just how complex

and interwoven international banks are today. If we

did this unilaterally in the UK, our finance sector would
take a major hit and the OproblemO would just move
abroad. ThatOs why internati  onal action on capital

requirements is a more effective way forward.

Regulatory approaches to address the controversial

issues of bankers bonuses will also need to be

35



carefully co -ordinated. Bonuses must reflect
performance over a reasonable period, but also the
wishes of shareholders too - where private institutions

have not been underwritten by state capital.
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