
The London 
Business Footprint 
The evolving 
financial sector
A Deloitte Insight report 2015



Contents

Introduction 1

The financial sector footprint 2

Footloose financial sector or location loyalty? 4

The financial sector fuels new development 5

Drivers of future change 6

Sector profiles 9

Research definitions
Occupier data: Central London office occupiers in units of 5,000 sq ft and over as at 
1st July in 2004, 2009 and 2014, comprising circa 18,000 records, data supplied by 
EGi. Pre-lets are included at the point that the lease was agreed. Business sectors and 
market areas as defined by Deloitte Real Estate research team.
Transaction data: Deloitte Real Estate database of office space transactions from 
2004, data includes office deals of all sizes and includes pre-let leases. Business sectors 
and market areas as defined by Deloitte Real Estate research team.
Crane Survey data: Biannual survey of all new central London office developments. 
It is the most accurate indicator of what is currently under construction. For the 
purpose of analysis Q3 survey period in 2014 was used. 

Financial sector – detailed sector: 
Banking – Building Society, Clearing Bank, Foreign Bank, Investment Bank.
Investment – Asset, Investment and Fund Management, Investment Trust, Holding 
Company, Pension Fund, Property Investment.
Insurance – Insurer, Insurance Broker.
Financial Advisory – Financial Services, Corporate Finance, Specialist Services.
Trading – Commodities, Shipping Broker, Stock Broker and Securities House.
Other – Other Financial Activities, Regulatory Body.

Central London market areas:
City – EC1, EC2, EC3, EC4 (excluding western fringe in Midtown below)
Docklands – Canary Wharf, E14
East Fringe – E1
Midtown – WC1, WC2, EC4A, EC4Y, EC1N
North Fringe – N1
Southbank – SE1
West End – W1, SW1, NW1, W2
West Fringe – SW7, SW3
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Introduction
Our London Business Footprint series is a 
comprehensive study of office occupation in 
central London from 2004 to 2014. Creating a 
database of over 18,000 records of businesses, 
and the office space they use, has enabled us 
to show how the market has evolved both at a 
geographic and industry level.

Our first report showed that the amount, 
type, quality and location of the office space 
that London businesses require has changed 
markedly over the past decade – their 
demands today are noticeably different to 
those of ten years ago.

In this, our second report in the series, we 
focus specifically on the financial sector. 
Despite the impact of the financial crisis, it 
continues to account for the largest share of 
office space in central London (31%), covering 
circa 47 million sq ft. However, beneath this 
top line figure we identify some important 
trends within subsectors that show how 
the industry is changing and consider the 
implications for real estate. In particular, we 
have found that:

•  London’s mix of financial sector occupiers is 
becoming more diverse, in terms of business 
focus, as well as the type and location of 
space taken.

•  Banks’ share of office space has shrunk 
over the past ten years, but they are still the 
biggest financial occupiers; foreign banks 
have actually been increasing their presence 
in London.

•  Asset and fund management businesses 
have increased their share of space  
occupied over the last decade, especially  
in the West End.

•  Insurance firms have also seen a notable 
uplift in their share of footprint, particularly 
in the past five years. They have become 
even more concentrated in their traditional 
EC3 heartland, and have taken space in two 
striking new skyscrapers in the City.

•  The City market remains the dominant 
location for financial firms by some margin, 
followed by Docklands, but we have also 
seen growth in the popularity of other 
markets, such as the West End.

•  Compared with other sectors, a much larger 
share of space occupied by the financial 
sector is Grade A quality. Demand from 
financial occupiers plays an important role in 
the development of new office space.

London’s financial sector will face some 
far-reaching and fundamental changes over 
the coming years. Advances in technology 
are already affecting the way businesses 
operate, their ability to attract and retain 
talent, and the types of activity that need 
to be accommodated. In some parts of the 
industry, the boundaries between finance and 
technology are being blurred. Regulation is 
on the rise, with implications for the structure 
of financial firms and the activities that they 
can engage in. New opportunities, such as 
Renminbi trading, demonstrate the sector’s 
ongoing evolution and London’s position as 
one of the world’s leading financial centres.

All of these factors, and more, will affect the 
financial sector’s demand for office space 
in central London. Our report outlines the 
most pertinent issues and our view of their 
implications for real estate.
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The financial sector footprint
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Financial occupier subsectors ranked by share 
of floorspace in 2014 (with 10 year change % 
in share)

Our data shows that the financial sector 
remains the largest occupier of office space in 
central London. Yet recent years have made 
it clear that this position can be challenged; 
the sector’s share of London office space has 
actually fallen since 2009, as failing businesses 
vacated space in the aftermath of the financial 
crisis. Meanwhile, new bank regulations, such 
as increased capital requirements, the Volcker 
rule, which restricts banks’ trading activities, 
resolution planning and UK ‘ring-fencing’ of 
retail banks, have forced many surviving banks 
to re-organise and, in many cases, close whole 
business areas. 

The full impact of these changes, and the 
downward pressure on bank profitability, has 
yet to play out. 

A rise in demand from 
foreign players is not 
enough to offset a 
decline in banking 
floorspace
Banks make up the largest 

proportion (54%) of the financial sector in 
central London, with the City and Canary 
Wharf home to many of the world’s largest 
players. However, in 2004 their share stood at 
62%. Although the pace may have accelerated 
since 2009, this decline has been evident since 
2004, suggesting a structural shift rather than 
a short term cyclical fall.

Much of this reduction stems from a slow 
decline in space occupied by clearing banks, 
which account for roughly one third of the 
banking sector’s office space, as well as 
investment banks. But there has been some 
growth in other parts of banking. Foreign 
banks account for roughly half of banking 
sector office space, and their share has risen 
modestly since 2004, as those from Asia, 
South America and the Middle East have 
established themselves in London.

The location of banks has also seen some 
movement over the decade, notably a greater 
presence in Docklands and the West End. This 
is largely a result of a shift from fringe markets, 
and a drop in the share of floorspace in the 
City, led by the foreign banks.

Investment 
management grows 
floorspace
Despite the financial 
market volatility seen since 
the onset of the global 

financial crisis in 2008, the investment sector 
as a whole has increased its share of London 
office space since 2009, with fund managers, 
property investors and trusts fuelling this 
growth. Indeed, fund management, including 
pension funds and trusts, has recorded a 16% 
rise in its share of office space, albeit from a 
low base. 
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Large financial advisory 
firms reduce their 
floorspace; smaller 
advisors hold on
Financial advisory and 
consulting firms are the 

fourth largest occupier of space within the 
financial sector, with a 6% share of floorspace. 
Our data shows that their share of floorspace 
has seen a 12% drop since 2009. Research 
also shows that it is the larger office spaces 
that have seen a decline for this subsector, as 
the small-to-medium offices continue to be 
occupied by this type of business. Just over 
three quarters of the occupier spaces identified 
are less than 100,000 sq ft.

Financial advisory as a business is a broad 
activity and is offered by other non-financial 
sector businesses, such as professional services 
firms, which are not covered in this report.

Trading up space 
Stock broking, securities 
and commodities all 
feature in the ‘trading’ 
sector, which has seen 
growth in its share of 

floorpsace over the past decade. While trading 
is very small, in comparison with the other 
subsectors, its share of floorspace grew by 
10%. The volatility of the financial markets 
and the effects that ensued from the wider 
financial crisis in 2008 impacted this part of 
the financial sector significantly. Nevertheless, 
our research shows that the footprint of these 
businesses has not been negatively affected. 
By its nature, stock broking and commodity 
trading can be subject to the ups and downs 
of markets, but on this occasion they have 
emerged in growth mode.

Regulators expand 
regulation tightens
In the wake of the financial 
crash and subsequent 
global economic slump, 
there has been a wave of 

re-regulation. As a result, the office footprint for 
such regulatory bodies has increased over the 
past ten years. While they account for just 2% 
of the space occupied by the financial sector, 
the proportion of space they occupy has more 
than doubled over this time.

Hedge funds have also helped drive growth 
in investment floorspace in London. They are 
already established occupiers of office space 
across central London, but their typically small 
teams have predominantly been located in 
the West End, especially in upmarket Mayfair. 
Nonetheless, using our deals database, we 
have identified that seven out of the top ten 
leasing deals by hedge funds over the past 
ten years have been in the City and Midtown 
markets, which are less commonly associated 
with hedge funds.

There has always been a degree of turnover as 
certain hedge funds close after a run of poor 
investment performance. However, the hedge 
fund sector as a whole may well grow as an 
unintended consequence of the regulation 
that restricts banks’ trading activities.

Strengthening of the 
insurance heartland
Insurance firms account 
for 14% of the share of 
financial sector floorspace, 
up from 12% ten years 

ago. Whilst not the largest of the business 
types to occupy office space in the capital, it is 
one of the most geographically concentrated. 

The clustering of firms around the distinctive 
Lloyd’s of London building in the EC3 postcode 
has increased further over the last ten years, 
in sharp contrast to the more diverse range 
of business types seen in virtually all the other 
submarkets across central London. Many 
insurance underwriters and brokers active in 
the Lloyd’s insurance market still perceive a 
strong need to be close to the Lloyd’s building, 
whereas life insurers do not need to have 
this proximity. The strengthening of EC3 as 
an international hub for insurance has been 
aided by the recent development of new office 
towers, which have attracted some of the big 
names in the sector. 
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London’s financial sector is largely based in the 
City and Docklands markets, which together 
account for close to 80% of all financial sector 
office space in central London. Interestingly, 
this ratio has not changed over the past 
decade. What has changed is the type of 
financial sector businesses in these markets.

The banking sector is now a less dominant 
part of the City market and a more important 
part of the Docklands market. This submarket 
has also recorded a rise in trading and financial 
advisory occupiers. In contrast, growth in 
the City has largely come from the insurance 
sector.

Still small, the West End’s share has increased 
by almost a third over the past decade, 
fuelled by the growth of investment firms, in 
particular fund managers. Part of the attraction 
for this sector is the proximity to high-net 
worth clients. Mayfair is conveniently close 
to the traditional wealthy London residential 
neighbourhoods, and whilst it might no longer 
be their default option, the wider West End 
continues to attract other boutique financial 
businesses.

Fringe markets such as the Southbank, 
Midtown and East Fringe have all lost share in 
the financial sector to other markets, such as 
the City and Docklands, partly due to a lack of 
good quality stock.

But even taking into account the growth of 
investment firms in Mayfair, or the continued 
eastward shift of major banks, financial services 
companies show much more loyalty to location 
than businesses do in general.

Our research on all occupier sectors across 
central London points to a decline in location 
loyalty; for a variety of reasons, most 
businesses today are more willing to move 
from their traditional sectoral heartlands than 
they were in the past. By contrast, financial 
firms are more likely to stay in the same 
market than many other types of business, 
especially insurers. This finding is reinforced by 
Deloitte’s London Office Crane Survey Winter 
2014, which shows that, of 22 financial sector 
businesses moving into newly-developed or 
recently-completed office space, only two are 
moving to buildings in a different submarket.

Footloose financial sector or location loyalty?

The West End’s share of 
financial floorspace has 
increased by almost a third over 
the past decade, boosted by 
the growth of investment firms.

East Fringe, 0.1%
North Fringe, 0.1%

West Fringe, 0.2%

City
Docklands

Share of financial floorspace % by location: 2014

West End

Midtown

Southbank, 2.4%

57%
22%

12%

4%
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The financial sector fuels new development

Whether in the Georgian townhouses of 
Mayfair or the gleaming City and Docklands 
sky-scrapers, financial sector occupiers 
predominantly take high-quality office space. 
Our leasing deals database shows consistently 
that at least three fifths of the space taken by 
the sector has been Grade A. By comparison, 
the level for the non-financial sector is much 
lower: in 2014 it was around 34%.

Financial firms generally look for highly 
specified buildings to support occupation 
densities and assurance of resilience i.e. 
power supplies. 

Consequently, financial sector firms are 
important drivers of development. Our Crane 
Survey results show that 309,000 sq ft of 
new office space has started as a result of a 
pre-let by a financial sector firm. A further 
1.2 million sq ft (out of 7.7 million sq ft) 
that is under construction has already been 
pre-leased by the sector. Often, the large size 
of financial firms that take space are more 
likely to have their requirements met in new 
developments than in existing stock.

Grade of space leased by financial occupiers vs non financial: share %
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Drivers of future change
London has triumphed as a global financial 
hub attracting international firms. As our 
London Business Footprint data shows, the 
financial sector is also the largest occupier 
of office space. But it has been through its 
worst years since the 1930s depression, and 
the shape of the sector that is emerging as re-
regulation takes effect will be quite different. 
The real estate implications will vary for each 
subset of occupiers but there is little doubt 
that the office footprint of the financial sector 
will evolve further over the next ten years.

A recent Deloitte survey of 100 businesses in 
London for the London Futures: Agiletown1  
publication identified that 73% of London 
businesses surveyed were looking to increase 
their headcount over the next five years, yet 
76% are unlikely to increase their office footprint 
in London. The picture is no different for the 
financial sector and the implication that firms are 
looking to work their real estate harder.

Businesses are asking themselves the 
fundamental question ‘how do we operate?’, 
and some are already looking towards more 
agile working practices. In other cases, the 
well-used strategy of relocating non-customer-
facing roles to cheaper locations outside the 
capital will continue. Looking ahead we note 
a number of major themes that are likely to 
change demand for the type as well as size of 
space sought by the financial sector:

Automation and 
technology
The penetration of 
technology within the 
financial sector is blurring 
the lines between 

technology and finance firms. One such 
example is spread betting, which began as a 
relatively labour intensive business, but has 
evolved today to use advanced technology 
to trade and facilitate trades. In fact there 
are myriad firms that now straddle the divide 
between technology and finance. 

As the distinction blurs, and technology 
continues to automate jobs, will these 
occupiers still want to be in the financial hubs 
of either the City and the Docklands or will the 
space that they require change beyond what is 
available or about to be developed? 

London’s financial sector has already been quick 
to adopt advances in technology, and the high 
level of skill required in the industry has offered 
a degree of protection against the automation 
of jobs so far seen in many other industries. 
However, the financial sector is not immune to 
the rapid growth in the tendency of technology 
to automate roles. Businesses will increasingly 
ask not only whether they are able to outsource 
non-core operations to cheaper locations 
outside London, but also whether these tasks 
need to be undertaken by people at all. 

And given the creative, cerebral, nature 
of roles that cannot be easily automated, 
businesses will question whether the design 
and type of space they occupy really does 
support their employees in the best way. 
Ultimately, we believe that firms and their 
employees will seek a greater degree of 
flexibility in the space they occupy.

Consequently, the use of serviced office 
space could also play a greater role for both 
established financial firms and start-ups. 
Indeed, the presence of serviced office space 
in the City alone has already doubled over the 
past ten years. However, there is unlikely to be 
a wholesale shift to the use of serviced office 
space by some of the established players for 
whom confidentiality and security are key.

The building blocks of 
corporate responsibility
Much has been made 
of the corporate 
responsibility agenda 
in the financial sector, 
particularly in the wake of 

the financial crisis and the resultant need for 
financial services businesses to rebuild public 
trust. 

1  London Futures: 
Agiletown, Deloitte 
LLP, 2014
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Whilst the ethics of corporate tax affairs and 
certain trading practices have dominated 
headlines, the environmental footprint of 
many financial institutions, especially the retail 
banking sector, is also a material issue. This 
is becoming a more significant concern as 
the new generation of talent is increasingly 
motivated by purposeful and responsible 
business practices2.

Moreover, many organisations are now 
realising cost benefits by integrating energy, 
water and waste efficiencies into their 
operational practices and some organisations 
in the sector have pioneered new standards in 
green building as showcases to reinforce the 
integrity of their brand.

Relatively speaking though, the operational 
cost benefits of more efficient space on the 
overall financial performance of many financial 
institutions is fairly modest when compared 
with the profits made through their lending, 
trading and investment management activities. 
In truth, it can remain challenging to get 
CFOs excited about the potential financial 
(and non-financial) benefits of operating from 
more resource efficient and environmentally 
friendly premises. However, the new vanguard 
of green building practices and workplace 
strategies are beginning to disrupt that inertia. 
In particular, the growing body of evidence 
which demonstrates the positive impact that 
green buildings can have on employee  
health, well-being and productivity is taking 
the movement into new territory which 
pervades the concerns of those around the 
boardroom table3. 

We see growing signs that financial 
organisations are now drawing inspiration 
from some of the pioneering approaches 
to workplace strategy and design that are 
becoming increasingly evident in the TMT 
and Professional Services sectors. Looking 
ahead, a change in working practices, design 
approaches and operating models will be 
key determinants of their brand, talent and 
business resilience strategies, not to mention 
their financial profitability.

Can the office space 
attract talent?
Following rapid growth 
in the popularity of 
sectors such as consumer 
business and technology, 

some parts of the financial sector are 
struggling to attract the right level of talent. 
A recent Deloitte global survey of business 
students2 found that banking is no longer the 
first choice of career for graduates, with the 
fast-moving consumer goods sector taking the 
top spot and software and computing services 
also rising sharply in popularity. The insurance 
sector3 fares worse, consistently one of the 
least attractive to business students. 

While businesses may not be able change 
the type of work people need to do, they 
can change the location and environment in 
which it takes place. Therefore one way to 
address the challenge of recruiting the right 
talent is to provide a more enticing workplace 
– something that businesses from a variety 
of sectors have recognised in locating their 
TMT offshoots in areas such as Shoreditch and 
Clerkenwell, for example.

Indeed, the ‘trendy’ and ‘quirky’ spaces 
offered by the technology, media and even 
corporate firms are a form of competition for 
potential financial sector employees. It is this 
use of office space and location that could 
offer part of a solution to attracting talent in 
the financial sector.

Financial sector firms already spend a larger 
than average amount on their office space 
– this just calls for directing some of that 
spending towards different types of  
office space.

2  Graduate recruitment 
in banking, Deloitte 
LLP, 2014

3  Recruiting beyond 
the risk averse, 
Deloitte LLP, 2014
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Opening up financial 
borders
London has long-
standing advantages 
deriving from its history 
as a trading centre. 

It enjoys an enviable time zone, located 
between the Americas and Asia. English 
has become the lingua franca of business. 
It has clusters of finance and professional 
services firms and an available talent pool. 
It enjoys the rule of law, and its legal system 
is recognised internationally as one in which 
other nationalities can do business, as shown 
by the rise in foreign banks. Moreover, for 
geopolitical reasons, banks and funds from 
emerging powers seem increasingly to prefer 
to locate in London than in the United States. 

Recently London received a boost when it 
became the first location outside China to 
set up a clearing bank for the Renminbi. 
Whilst this in itself will not prompt a rush for 
office space, it will create a hub of investors 
and traders that will want to be close to the 
clearing banks. Further strengthening the 
credentials of London, Turkish Futures will be 
traded on the London Stock Exchange. 

These developments alone won’t be enough 
to secure London’s position as a leading 
financial centre, but while individually they may 
be minor, they demonstrate the ongoing ability 
of London’s financial sector to evolve, adapt 
and capitalise on changes in the industry.

Regulating and 
reforming the 
industry…
The fallout from the global 
economic downturn 
manifested itself in 

numerous ways, not least of all in the demand 
for greater regulation of the financial industry 
and its conduct. Scrutiny comes not only from 
UK bodies, such as the Prudential Regulatory 
Authority, but also the European Union. The 
EU is implementing structural reform with 
the establishment of the Single Resolution 
Mechanism (SRM) overseen by the European 
Central Bank (ECB), which is expected to 
come into force at the beginning of 2016. 
Such regulatory institutions alongside national 
supervisors are designed to enforce a growing 
number of rules and requirements as well as 
effectively managing business failures. 

The new approach to regulation is primarily 
designed for the banks that are deemed ‘too 
big to fail’, yet the ramifications are felt more 
widely in the financial industry. A structural 
reform of banking could have implications 
on the activity and the size of companies. 
Throughout the next twelve months business 
models will be assessed and the fundamental 
structure of some firms, in particular banks 
and insurers, may well change. This is expected 
to give rise to an increase in regulatory staff in 
businesses across the sector with the impact 
on real estate being the ability to provide 
sufficient space to house the growth in this 
required function. 

…reorganising the 
banks
In many cases large 
universal banks are already  
being forced to re-organise,  
with much more separation 

of governance, funding and operations than 
before. This may ultimately have a knock-on 
effect on where space is required, especially 
where the real estate has previously been shared.

This reorganisation could lead to a separation 
of existing space, and may also encourage 
businesses that will be increasingly 
independently governed to plan their future 
real estate requirements individually. 

4  Outlook for financial 
markets regulation 
for 2015, Deloitte 
LLP, 2014
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Major subsector profiles

Banking 10

Investment 11

Insurance 12

Financial Advisory 13



| The London Business Footprint The evolving financial sector10 

Banking

Clearing
Bank

Merchant
Bank

Investment
Banking

Foreign
Bank

33%

40%

23%

4%

0 10 20 30 40 50 60

City

Docklands

West End

Midtown

Southbank

East Fringe

North Fringe

West Fringe

Share of �oorspace (%)

53%

28%

9%

6%

3%

2%

0%

0%

0

10

20

30

40

50

60

70

80

201420092004

62%
56% 54%

Detailed occupier subsector (2014)

Share of banking floorspace by market (2014)

Banking share % of London’s financial sector footprint

10 year movement of banking occupier subsector  
(% growth of floorspace share)

Banking occupier location (relative size) 2004

Banking occupier location (relative size) 2014

2004-2009 2009-2014

Clearing Bank

Foreign Bank

Investment Banking

Merchant Bank



The London Business Footprint The evolving financial sector | 11
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