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ABSTRACT

The European Union is an important player in global finance. We examine how and why it deploys 
‘financial statecraft’, defined as the intentional use of financial capabilities for the purpose of achieving 
geoeconomic goals. The European Union has long deployed its market size and regulatory capacity in 
finance to support the competitiveness of the European Union financial industry and to safeguard financial 
stability primarily through multilateral institutions. Over the past decade, however, the European Union 
has increasingly engaged in unilateral and defensive forms of financial statecraft to advance more explicitly 
geoeconomic goals. We illustrate our argument by analysing the use of financial statecraft in two areas of 
critical market infrastructure: central counterparties for clearing securities and derivatives and the pro-
vision of financial services by large digital platforms or ‘Bigtechs’. In both cases, we argue that the European 
Union’s geoeconomic turn has been motivated by a concern to reduce its dependence on third countries, 
and companies based in those jurisdictions, for the provision of critical market infrastructure. Yet, state-
craft has also been deployed instrumentally to defend the interests of existing European Union financial 
institutions and financial centres, and to support the development of European Union companies and 
sectors capable of challenging (predominantly US-based) rivals.

	 1	 Daniel Drezner, All Politics is Global: Explaining International Regulatory Regimes (Princeton UP 2007).
	 2	 Elliot Posner, ‘Making Rules for Global Finance: Transatlantic Regulatory Cooperation at the Turn of the Millennium’, (2009) 
63 Intl Org 665; Daniel Mügge ed., Europe and the Governance of Global Finance (OUP 2014); Lucia Quaglia, The European Union 
and Global Financial Regulation (OUP 2014).

I N T RO D U CT I O N
The European Union is a pivotal player (one of the ‘great powers’, according to Drezner’s1 termi-
nology) in global finance2 due to the size of its domestic market for financial services and its 
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regulatory capacity for formulating, monitoring, and enforcing a set of market rules.3 The Euro-
pean Union initially focused on developing its internal single market in financial services,4 but 
with the adoption of the European single currency in the 2000s, it sought to foster the interna-
tional competitiveness of the financial sector, especially vis-à-vis the USA.5 The global financial 
crisis of 2008 led to the introduction of more stringent financial regulation6 and a strengthening 
of its ‘border-policing’ capacity—that is, the ability of public authorities to regulate and supervise 
foreign entities and transactions, and to impose and enforce requirements they must meet to 
access domestic markets.7 Divergence between US and European Union rules triggered several 
transatlantic regulatory disputes,8 the resolution of which frequently entailed a process of ‘mutual 
accommodation’9 that locked in relatively stringent rules.10

The past decade has witnessed increasing challenges to the international liberal economic 
order11 and a weakening of multilateral institutions12 with the rise of economic nationalism in 
Russia, China and, latterly, the USA. This has triggered a hardening of attitudes in key European 
Union member states, particularly France and Germany, and contributed towards the appoint-
ment of an explicitly ‘geopolitical’ European Commission, headed by Ursula von der Leyen, in 
2019.13 Thereafter, the European Union has increasingly deployed policies and instruments con-
cerning the regulation of finance in the pursuit of geoeconomic goals. Geoeconomics is a poly-
morphic concept14 related to ‘concerns over the security risks posed by economic interdependence 
and digital connectivity, strong competition over technological development, and increased 
invocations of security exceptions in ways that make it difficult to disaggregate motivations of 
protection and protectionism’.15 Roberts, Moraes, and Ferguson also note a relative shift from an 
‘economic’ to a ‘security’ mindset, whereby appeals to ‘economic efficiency’ are replaced by calls 
for ‘greater resilience, including through increased ‘self-reliance’’.

Geoeconomics pays greater attention to state power and how jurisdictions deploy economic 
tools in the pursuit of non-economic goals, often related to foreign policy. The main rationale of 
geoeconomic measures is not the achievement of mutually beneficial economic gains—instead, 

	 3	 David Bach and Abraham Newman, ‘The European Regulatory State and Global Public Policy: Micro-Institutions, Macro-In-
fluence’ (2007) 14 JEPP 831, 833.
	 4	 Jonathan Story and Ingo Walter, Political Economy of Financial Integration in Europe: The Battle of the System (Manchester 
UP 1997).
	 5	 Daniel Mügge, Widen the Market, Narrow the Competition: Banker Interests and the Making of a European Capital Market 
(ECPR Press 2010); Elliot Posner and Nicholas Véron, ‘The EU and Financial Regulation: Power without Purpose?’ (2010) 17 JEPP 
400; Lucia Quaglia, Governing Financial Services in the European Union (Routledge 2010).
	 6	 Eilis Ferran and others (eds), The Regulatory Aftermath of the Global Financial Crisis (CUP 2012); Stefano Pagliari, ‘Who 
Governs Finance? The Shifting Public-Private Divide in the Regulation of Derivatives, Rating Agencies and Hedge Funds’ (2012) 
18 ELJ 44; Lucia Quaglia, ‘The “Old” and “New” Politics of Financial Services Regulation in the European Union’ (2012) 17 New 
Political Economy 515.
	 7	 John Coffee, ‘Extraterritorial Financial Regulation: Why E.T. Can’t Come Home’ (2014) 99 Cornell L Rev 1259; Joanne Scott, 
‘Extraterritoriality and Territorial Extension in EU Law’ (2014) 62 Am J Comp L 87.
	 8	 Henry Farrell and Abraham Newman, ‘Domestic Institutions Beyond the Nation-State: Charting the New Interdependence 
Approach’ (2014) 66 Wld Pol 331; Lucia Quaglia ‘Regulatory Power, Post-crisis Transatlantic Disputes and the Network Structure 
of the Financial Industry’ (2017) 19 Bus Polit 241.
	 9	 Elliot Posner and Lucia Quaglia, ‘“Muscle Matters”: An Integrationist Turn in Transatlantic Finance’ (2025) Perspect Polit 
(forthcoming).
	 10	 Elliot Posner and Lucia Quaglia, ‘Financial Regulatory Conundrums in the North Atlantic’ (2024) 63 Eur J Pol Res 682, 685.
	 11	 David Lake, Lisa Martin, and Thomas Risse, ‘Challenges to the Liberal Order: Reflections on International Organization’ 
(2021) 75 Intl Org 225.
	 12	 Tanja Börzel and Michael Zürn, ‘Contestations of the Liberal International Order: From Liberal Multilateralism to Postnational 
Liberalism’ (2021) 75 Intl Org 282.
	 13	 See Ursula von der Leyen, ‘A Union that Strives for More—My Agenda for Europe: Political Guidelines for the Next European 
Commission 2019-24’ (Publications Office of the European Union 2019); see also Joseph Borrell, ‘Europe Must Learn Quickly to 
Speak the Language of Power’ (Publications Office of the European Union 2020).
	 14	 Robert Blackwill and Jennifer Harris, War by Other Means. Geoeconomics and Statecraft (Harvard UP 2016) 1; See also 
Anna Herranz-Surrallés, Chad Damro, and Sandra Eckert, ‘The Geoeconomic Turn of the Single European Market? Empirical trends 
and conceptual challenges’ (2024) 62 J Com Mar St 919.
	 15	 Anthea Roberts, Enrique Choer Moraes, and Victor Ferguson, ‘Toward a Geoeconomic Order in International Trade and 
Investment’ (2019) 22 JIEL 655, 657, 660.
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it is the pursuit of relative, rather than absolute, gains.16 Hence, states may choose to pursue an 
economically harmful policy—such as imposing financial sanctions or restricting inward and 
outward foreign direct investments—in order to advance non-economic goals (often, foreign 
policy ones).17 Likewise, jurisdictions can decide to limit certain cross-border activities in order 
to reduce vulnerability to external shocks (including pressure from other states) and strengthen 
economic autonomy (akin to self-sufficiency) in key areas, even if from a purely economic point 
of view these are second-best or third-best solutions.18

In this article, we examine the European Union’s deployment of ‘financial statecraft’, defined 
as the intentional use by a jurisdiction of financial capabilities for the purpose of achieving geo-
economic goals. Financial statecraft can be offensive, where it is intended to directly alter the 
policies or behaviour of third countries, for instance, through the imposition of financial sanctions; 
or defensive, when designed to safeguard the ‘financial sovereignty’ of a given jurisdiction.19 Finan-
cial sovereignty refers to the ability to make and implement collective choices concerning the 
stability, efficiency and fairness of the financial system.20 It also includes the reduction of vulner-
abilities to disruptions of cross-border flows of financial services and/or to the adoption of retal-
iatory measures by third countries.21

We argue that the European Union has traditionally deployed its market size and regulatory 
capacity in finance to support the competitiveness of the European Union financial industry and 
safeguard financial stability primarily through multilateral institutions, such as international stan-
dard-setting bodies. Over the past decade, however, the European Union has increasingly engaged 
in unilateral and defensive financial statecraft to advance more explicitly geoeconomic goals 
around financial sovereignty, as discussed in the section on ‘THE SINGLE MARKET IN FINAN-
CIAL SERVICES AND THE TURN TO GEOECONOMICS’. We illustrate our argument by 
analysing two cases of critical market infrastructure—central counterparties (CCPs) and large 
digital platforms—demonstrating how the European Union has deployed different policies and 
instruments to reduce its dependence on third countries, whilst supporting the development of 
European Union challengers (the sections on ‘EUROPEAN UNION FINANCIAL STATE-
CRAFT AND CCPs’ and ‘EUROPEAN UNION FINANCIAL STATECRAFT AND ‘BIGTECH’ 
DIGITAL PLATFORMS’). The article draws on material gathered through anonymised inter-
views with over thirty practitioners conducted between 2018 and 2023. This included interviews 
with policy makers, financial industry practitioners, and financial regulators at the European 
Union and international levels. These findings were triangulated with a systematic survey of public 
documents and financial press coverage.

T H E  S I N G L E  M A R K ET  I N  F I N A N CI A L  S E RV I CE S  A N D  T H E  T U R N  TO 
G EO ECO N O M I C S

The initial creation of a single market for financial services in the European Union (then ‘European 
Economic Community’) was driven by the internal logic of promoting economic, financial and 

	 16	 Roberts, Moraes, and Ferguson (n 15), 657; for a comprehensive discussion, see Pierre-Hugues Verdier, ‘International Finance 
and the Return of Geopolitics’ (2025) 19 AJIL 229.
	 17	 Verdier (n 16).
	 18	 Roberts, Moraws, and Ferguson (n 15).
	 19	 Adapted from Leslie Armijo and Saori Katada, ‘Theorizing the Financial Statecraft of Emerging Powers’ (2015) 20 New 
Political Economy 42.
	 20	 For an overview of this scholarship, see, inter alia, Kal Raustiala, ‘Rethinking the Sovereignty Debate in International Economic 
Law’ (2003) 6 JIEL 841; David Zaring, ‘Sovereignty Mismatch and the New Administrative Law’, (2013) 9 Wash U L Rev 59.
	 21	 Adapted from Dennis Beau, ‘What Financial Sovereignty in a Digital World?’ (Speech, Banque de France, Paris, 2 March 
2020) <https://www.bis.org/review/r200304c.htm>; see also Piero Cipollone, ‘Monetary Sovereignty in the Digital Age: The Case 
for a Digital Euro’ (Speech, European Central Bank (ECB), Frankfurt, 27 September 2024) <https://www.ecb.europa.eu/press/
key/date/2024/html/ecb.sp240927∼11ed8493a4.en.html>.
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political integration in Europe.22 The mutual recognition of national regulation in finance among 
European Union member states was accompanied by the issuance of binding European Union 
rules.23 Yet, the creation of the single market in finance was slow and piecemeal, and progress was 
uneven across financial services.24 However, at the turn of the 21st century, the pace of financial 
integration in Europe quickened, driven in part by the introduction of the single currency, and 
financial services governance in the European Union was further centralised in Brussels.25 The 
development of the European Union’s single market for financial services and the European 
Union’s regulatory capacity26 were instrumental in strengthening the jurisdiction’s influence in 
shaping the emergence of new global standards in finance.27 The European Union proved effective 
in ‘uploading’ parts of its regulation of insurance and payment systems as soft law issued by inter-
national standard-setting bodies.28 Bilaterally, the European Union also managed to improve its 
terms of access to foreign markets, first and foremost, the USA.29

Following the global financial crisis of 2008, the European Union embarked on strengthening 
financial regulation30 and extended its perimeter to previously unregulated or lightly regulated 
activities (such as derivatives) or entities (such as hedge funds and credit rating agencies).31 More-
over, several important pieces of post-crisis financial services legislation contained ‘equivalence 
clauses’ stipulating that unless third-country rules were deemed to be equivalent to European 
Union rules, foreign firms providing services in the European Union or doing business with 
European Union counterparts would be subject to European Union regulation in addition to their 
home country regulation.32 Notable pieces of European Union financial regulation that included 
equivalence provisions were the Alternative Investment Fund Managers Directive (2011/61) 
and the European Market Infrastructure Regulation (648/2012).

Although some equivalence rules were initially motivated by the intention to improve cross-bor-
der interoperability and avoid the duplication of regulatory costs, the European Union sometimes 
deliberately deployed them to push back against foreign extraterritorial rules, or to ‘export’ Euro-
pean Union rules to other jurisdictions.33 Moreover, the adoption of an equivalence approach by 
the European Union implied that European Union rules were regarded as the benchmark for 
regulatory relations with third countries.34 It should also be noted that European Union equiva-
lence decisions are unilaterally taken by the European Union, specifically, the European  

	 22	 Kenneth Armstrong and Simon Bulmer, The Governance of the Single European Market (Manchester UP 1998); Michelle 
Egan, Constructing a European Market (OUP 2001).
	 23	 Jabko aptly described it as de-regulation at the national level and re-regulation at the EU level, see Nicolas Jabko, Playing the 
Market: A Political Strategy for Uniting Europe, 1985-2005 (Cornell UP 2006).
	 24	 Story and Walter (n 4).
	 25	 Elliot Posner, The Origins of Europe’s New Stock Markets (Harvard UP 2009); Niamh Moloney, EU Securities and Financial 
Markets Regulation (OUP 2023).
	 26	 Bach and Newman (n 3).
	 27	 Posner (n 25).
	 28	 David Zaring, The Globalized Governance of Finance (CUP 2020).
	 29	 Posner (n 2); Andreas Dür, ‘Fortress Europe or Open Door Europe? The External Impact of the EU’s Single Market in Financial 
Services’ (2011) 18 JEPP 619.
	 30	 For instance, on bank capital requirements, see David Howarth and Lucia Quaglia, ‘Banking on Stability: The Political Economy 
of New Capital Requirements in the European Union’ (2013) 35 J Europ Integration 333; Kevin Young, ‘Losing Abroad but Winning 
at Home: European Financial Industry Groups in Global Financial Governance since the Crisis’ (2014) 21 JEPP 367.
	 31	 Pagliari (n 6); Quaglia (n 6). Cornelia Woll, ‘Lobbying under Pressure: The Effect of Salience on European Union Hedge 
Fund Regulation’ (2013) 51 J Com Mar St 555.
	 32	 Stefano Pagliari, ‘A Wall around Europe? The European Regulatory Response to the Global Financial Crisis and the Turn in 
Transatlantic Relations’ (2013) 35 J Europ Integration 391; Lucia Quaglia ‘The Politics of “Third Country Equivalence” in Post-Crisis 
Financial Services Regulation in the European Union’ (2015) 38 W Eur Pol 167.
	 33	 Bradford labels the general tendency of the EU to export its rules to other jurisdictions as the ‘Brussels effect’. Anu Bradford, 
The Brussels Effect: How the European Union Rules the World (OUP 2020); Matthew Gravelle and Stefano Pagliari, ‘Global Markets, 
National Toolkits: Extraterritorial Derivatives Rulemaking in Response to the Global Financial Crisis’ in Eric Helleiner, Stefano 
Pagliari and Irene Spagna (eds), Governing the World’s Biggest Market: The Politics of Derivatives Regulation After the 2008 Crisis 
(OUP 2018); Heikki Marjosola, ‘Regulate Thy Neighbour: Competition and Conflict in the Cross-border Regulatory Space for 
OTC Derivatives’ (2016) EUI Department of Law Research Paper no. 2016/01.
	 34	 Marise Cremona and Joanne Scott (eds), EU Law beyond EU Borders: The Extraterritorial Reach of EU Law (OUP 2019).
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Commission, following the advice of the European Supervisory Authorities, namely, the European 
Banking Authority, the European Securities and Markets Authority (ESMA), the European 
Insurance and Occupational Pension Authority and the European Central Bank.

Post-crisis, the European Union also adopted financial legislation with extraterritorial provi-
sions. For instance, the European Market Infrastructure Regulation (EMIR) (648/2012) included 
clearing obligations for transactions between an European Union counterparty and certain cat-
egories of non-European Union counterparty. Similarly, the Markets in Financial Instruments 
Directive II (2014/65) and Markets in Financial Instruments Regulation (600/2014) required 
non-European Union branches of European Union investment firms to comply with European 
Union transaction reporting requirements. The Credit Rating Agencies Regulation (1060/2009) 
permitted European Union-regulated firms to use for regulatory purposes only credit ratings 
issued by European Union-registered credit rating agencies, unless a rating issued in a non-
European Union jurisdiction had been endorsed by a European Union-registered affiliate or the 
non-European Union credit rating agency had been certified in the European Union. Overall, the 
European Union’s more assertive and unilateral regulatory approach was somewhat surprising 
because this jurisdiction had traditionally favoured a multilateralist approach to global gover-
nance,35 including in financial services.

The USA, like the European Union, increased its post-crisis ‘border policing capacity’ after 
2008.36 Since both jurisdictions set out to strengthen domestic financial regulation, frequently 
producing further divergence, and sought to export their rules to other jurisdictions,37 a variety 
of transatlantic regulatory disputes ensued. These disputes mainly concerned the terms of access 
to each other’s markets, the extraterritorial effects of those rules, and the equivalence between 
domestic rules.38 The core issues at stake related to which jurisdiction should set the rules for 
global finance, whose domestic rules should prevail, and how this would affect global financial 
stability and the competitiveness of domestic financial industries.39 Transatlantic tensions were 
particularly heated with respect to derivatives, banking and hedge funds,40 the resolution of which 
involved ‘mutual accommodation’.41 This led European Union and US policy makers to step back 
from insisting on conformity by non-domestic firms and instead made use of deference arrange-
ments, either resulting from bilateral negotiations or with reference to existing international 
standards.42

The European Union has long sought to deploy its market power and regulatory capacity to 
further its economic interests,43 typically aimed at protecting the competitiveness of the European 
Union financial services industry; safeguarding financial stability, consumer protection and market 
integrity in Europe; and mitigating negative cross-border externalities and arbitrage opportunities 
arising from less stringent financial rules in other jurisdictions.44 Over the past decade, however, 
we argue that the European Union has increasingly engaged in financial statecraft to advance more 

	 35	 Abraham Newman and Elliot Posner, ‘Putting the EU in its Place: Policy Strategies and the Global Regulatory Context’ (2015) 
22 JEPP 1316; Alasdair Young, ‘The European Union as a Global Regulator? Context and Comparison’ (2015) 22 JEPP 1233.
	 36	 Posner and Quaglia (n 9, n 10).
	 37	 Farrell and Newman (n 8); Gravelle and Stefano Pagliari (n 33).
	 38	 Coffee (n 7); Heikki Marjosola, ‘Missing Pieces in the Patchwork of EU Financial Stability Regime? The Case of Central 
Counterparties’ (2015) 52 CML Rev 1491.
	 39	 Quaglia (n 2).
	 40	 Pagliari (n 32); Coffee (n 7); Gravelle and Pagliari (n 33).
	 41	 Quaglia and Posner (n 9, n 10). Heikki Marjosola, ‘Sharing Global Regulatory Space: Transatlantic Coordination of the G20 
OTC Derivatives Reforms’ in Adrienne Heritier and Magnus Schoeller (eds), Governing Finance in Europe (Edward Elgar 2020) 
112; Pierre Schammo, ‘Chapter 10: Global Central Counterparties’, in Iris Chiu and Iain MacNeil (eds), Research Handbook on 
Global Capital Markets Law (Edward Elgar 2023).
	 42	 eg Lucia Quaglia, The Politics of Regime Complexity in International Derivatives Regulation (OUP 2020); Antonio Marcacci, 
Transnational Securities Regulation (Springer 2023).
	 43	 Posner and Véron (n 5).
	 44	 Lucia Quaglia and Aneta Spendzharova, ‘Post-crisis Reforms in Banking: Regulators at the Interface between Domestic and 
International Governance’ (2017) 11 Reg & Gov 323.
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explicitly geoeconomic goals around financial sovereignty. The geoeconomic usage of the single 
market in financial services has been a result of both external and internal (ie intra-European 
Union) factors.45 The external factors include rising geopolitical tensions, which have contributed 
to the increasing challenge to the liberal international economic order46 and the gradual ‘weap-
onization’ of economic interdependence.47 In finance, the geoeconomic turn has undermined the 
multilateral technocratic approach that has characterised international standard setting in finance 
for decades, as well as challenging the cross-border flows of financial services.48 As for internal 
factors, the European Union has been willing and able to behave, albeit intermittently, like a 
geopolitical actor,49 depending on the scope of agreement among key member states and the main 
European Union bodies.

To illustrate our argument, we examine two cases of financial statecraft related to critical market 
infrastructure: CCPs and large digital platforms (or Bigtechs). They represent, respectively, a ‘less 
likely’ case and a ‘most likely’ case of the importance of geoeconomics. In fact, CCPs are a highly 
technical regulatory dossier, which do not normally attract a great deal of political or public 
attention and have no ostensive geoeconomic implications.50 By contrast, Bigtechs have raised 
geopolitical concerns and have attracted the attention of politicians and public opinion. It is also 
noteworthy that in both cases, the targets of the European Union’s financial statecraft are tradi-
tional geopolitical allies, namely the UK and USA, and not more recent geopolitical rivals, such 
as Russia and China. The two cases are also important analytically because they illustrate how 
the European Union deploys different policies and instruments for the purpose of defending its 
financial sovereignty by reducing dependence on third countries and supporting the development 
of European Union-based challengers.

E U RO P E A N  U N I O N  F I N A N CI A L  STAT ECR A F T  A N D  CCP S
Financial market infrastructures are the networks that allow financial transactions to take place 
and are commonly referred to as the ‘plumbing’51 of the financial system.52 Hence, they provide 
conduits through which other financial services operate (including the clearing of financial con-
tracts by CCPs), and other (non-financial) economic activities are settled (eg transactions paid 
through payment systems). The malfunctioning of these networks or critical nodes would result 
in major disruptions to the financial system and the broader economy.53 Contracts cleared by 
CCPs can be securities (bonds or equities), securities financing transactions (including repurchase 
agreements, ie repos) or financial derivatives, whether listed on exchanges or over the counter 
(OTC). Derivatives clearing constitutes the bulk of CCPs’ business and, in turn, derivatives, 

	 45	 Lucia Quaglia and Amy Verdun, ‘The Geoeconomics of the Single Market for Financial Services’ (2024) 62(4) J Com Mar 
St 1046.
	 46	 Börzel and Zürn (n 12); Lake, Martin, and Risse (n 11).
	 47	 Farrell and Newman (n 8); Mark Galeotti, The Weaponisation of Everything: A Field Guide to the New Way of War (Yale UP 
2022).
	 48	 Verdier (n 16); see also Chris Brummer, Soft Law and the Global Financial System (CUP 2015); Stavros Gadinis, ‘Three 
Pathways to Global Standards: Private, Regulator, and Ministry Networks’ (2015) 109 AJIL 1; Zaring (n 28).
	 49	 Scott Lavery, ‘Rebuilding the Fortress? Europe in a Changing World Economy’ (2023) 31 Rev Intl Pol Econ 330; Herranz-Sur-
rallés, Damro, and Eckert (n 14).
	 50	 Marieke De Goede ‘Finance/Security Infrastructures’ (2020) 28 Rev Intl Pol Econ 351.
	 51	 According to Duffie, this metaphor applies to ‘institutional elements of the financial system that are fixed in the short run’ and 
that connect central banks, banks, exchanges, asset management companies, money market funds, insurers and derivatives dealers. 
Darrell Duffie, ‘Replumbing Our Financial System: Uneven Progress’ (2018) 9 Intl J C Bank 251
	 52	 Nick Bernards and Malcolm Campbell-Verduyn, ‘Understanding Technological Change in Global Finance through Infrastruc-
tures’ (2019) 26 Rev Intl Pol Econ 773; Jens-Hinrich Binder and Paolo Saguato (eds), Financial Markets Infrastructures (OUP 2021) 
298.
	 53	 Bas Zebregs and others (eds), Clearing OTC Derivatives in Europe (OUP 2023); on critical financial infrastructure, more 
generally, see Marieke De Goede (n 50); Marieke De Goede and Carola Westermeier, ‘Infrastructural Geopolitics’ (2022) 66 Intl 
Stud Q 1.
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especially interest rate derivatives, are the ‘world’s largest market’.54 Hence, the regulation of CCPs 
is crucial for every jurisdiction, including the European Union.

Over the last two decades, the European Union has shifted from mostly private sector gover-
nance (ie self-regulation) prior to the global financial crisis to more stringent regulation of CCPs 
after 2008,55 notably through the European Market Infrastructure Regulation (2011). In doing 
so, the European Union strengthened its border-policing capacity through the adoption of equiv-
alence provisions for third-country CCPs.56 We argue that these initial post-crisis regulatory ini-
tiatives were motivated primarily by a desire to uphold the integrity of the European Union single 
market and to mitigate cross-border externalities arising from less stringent regulation in third 
countries. In more recent years, however, there was a deliberate attempt by the European Union 
to deploy regulation as a form of financial statecraft underpinned by more explicitly geoeconomic 
motives. Below we explain how this statecraft aimed not only to reduce dependence on third 
country infrastructures based in the UK, but also to (potentially) force lucrative clearing business 
to relocate to euro area financial centres.

Over recent decades, two London-based CCPs acquired a dominant position in the clearing 
market: the London Clearing House (LCH), owned by the London Stock Exchange, was the 
main clearing house for interest rate derivatives worldwide, including euro-denominated contracts 
(approximately 90% of all euro-denominated transactions); and ICE Clear Europe, owned by the 
Intercontinental Exchange, which held a strong market position in clearing credit default swaps 
(CDSs).57 The advantage of concentrating clearing is that CCPs can provide cheaper services to 
their customers because of the netting of transactions, often across various currencies.58 The risk 
of concentration is that the collapse of a global CCP would have serious implications for financial 
stability,59 especially where the bulk of the clearing of transactions in a given currency takes place 
in another country and is therefore beyond the scope of national regulators.60 Indeed, during 
financial turmoil, CCPs might need to access central bank liquidity. But for a central bank to 
permit this access, it needs to have a good understanding of the financial ‘health’ of CCPs. This 
task is necessarily complicated where key CCPs are located in jurisdictions that reside outside 
the immediate purview of the central bank that has to grant liquidity.61

London’s dominance in euro clearing has long been viewed by European Union policymakers, 
especially by the ECB, as a potential threat to financial stability62 because the UK is outside the 
euro area (and latterly the European Union). The ECB claimed that London’s dominance in repo 
clearing affected the monetary policy transmission mechanism of the euro area and exacerbated 
sovereign bond spreads at the height of the financial crisis. This led to mounting calls for the bulk 
of euro clearing to be relocated within the euro area. In July 2011, the ECB issued a policy paper 
calling for CCPs that cleared a significant proportion (defined as more than 5% of a clearer’s total 
business) of euro-denominated financial instruments to be located in the euro area.63 The proposal 
was strongly opposed by the UK, claiming that fragmentation would raise costs by requiring end 

	 54	 Eric Helleiner, Stefano Pagliari and Irene Spagna (eds), Governing the World’s Biggest Market: The Politics of Derivatives 
Regulation after the 2008 Crisis (OUP 2018).
	 55	 Pagliari (n 6).
	 56	 Francesco Pennesi, ‘Equivalence in the Area of Financial Services’ (2021) 58 CML Rev 39; Francesco Pennesi, Equivalence 
in Financial Services (Palgrave 2022).
	 57	 Zebregs and others (n 53).
	 58	 See Mark Carney, ‘A Fine Balance’ (Speech at Mansion House, London, 20 June 2017); Xavier Rolet ‘Oral Evidence, Brexit: 
Financial services’ (House of Lords, 2016).
	 59	 See Binder and Saguato (n 52); Pennesi (n 56).
	 60	 Alexandru Stefan Goghie, ‘Towards Financial Autonomy: The Geopolitical Economy of EUR-Denominated Clearing Services 
Relocation’ (2024) 30 Geopolitics 679.
	 61	 European Central Bank (ECB), Eurosystem Oversight Policy Framework (2011); European Central Bank (ECB), Standards 
for the Use of CCPs (2011).
	 62	 Benoît Cœuré, ‘European CCPs after Brexit’ (Speech, European Central Bank (ECB), Frankfurt, 2017). Yves Mersch, ‘Evolving 
regulatory environment for CCPs—The perspective of a Central Bank’ (Speech, European Central Bank (ECB), Frankfurt, 2017).
	 63	 European Central Bank (ECB) (n 61).
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users to post more collateral on trades64 and that the proposal impinged upon the functioning of 
the single market by discriminating against CCPs located outside the euro area but in the single 
market.65 Ultimately, the UK successfully challenged the policy before the European Court of 
Justice (ECJ), which ruled that the ECB did not have the necessary competence to regulate 
clearing and CCPs (ECJ Case T-496/11).66

The tug-of-war on euro clearing was given new impetus after the June 2016 referendum on the 
UK’s withdrawal from the European Union. In the ensuing ‘battle for financial services’,67 key 
national authorities and the main financial centres in the European Union competed to lure 
financial business away from the UK.68 During the Brexit negotiations, the French, German and 
Italian authorities advocated the relocation of euro-denominated derivatives clearing because 
their financial centres stood to benefit significantly from any such relocation,69 whilst the UK was 
eager to preserve the lucrative tax revenues that it earned annually from clearing.70 The European 
Commission opposed automatic relocation on the grounds that this would impose huge logistical 
costs on European Union banks and could be highly disruptive to financial markets—not least 
because the European Union lacked sufficient clearing infrastructure to substitute for London’s 
pivotal role. The European Commission also viewed relocation as a distraction from strengthening 
the European Union’s third country equivalence regime,71 which was in the process of being 
reviewed by the European Union as part of the broader review of EMIR. Significantly, the Com-
mission was supported by a small but powerful alliance of (predominantly French and German) 
dealer banks and end users, such as asset managers and pension funds, which feared market 
fragmentation. Eventually, UK CCPs were granted temporary equivalence by the European 
Union.72

Over time, the issue of euro clearing became increasingly geoeconomic, leading one senior 
French financial regulator to claim that London’s continued dominance of euro clearing posed a 
direct threat to ‘eurozone sovereignty’.73 In recent years, the ECB has linked the financial stability 
risks posed by ‘over-reliance’ on third country CCPs to a range of ‘geopolitical factors’ impacting 
the ‘smooth functioning of payment and financial market infrastructures’.74 Furthermore, Euro-
pean Commission efforts to encourage the strengthening of domestic clearing capacity have been 
explicitly framed in terms of contributing to the European Union’s ‘Open Strategic Autonomy’. 
From the UK perspective, progress on cooperation around financial regulation more generally 
was perceived to be conditional on progress in other areas of the Brexit negotiations, notably 
trading arrangements with Northern Ireland. Although euro clearing was never referenced explic-
itly, European Union officials indicated that agreement on the so-called ‘Windsor Framework’ in 
March 2023—a UK-European Union deal to address unresolved trade and border issues related 

	 64	 Rolet (n 58).
	 65	 Scott James and Lucia Quaglia, ‘Brexit and the Political Economy of Euro-denominated Clearing’ (2021) 28 Rev Intl Pol  
Econ 505.
	 66	 Marjosola (n 41).
	 67	 David Howarth and Lucia Quaglia, ‘Brexit and the Battle for Financial Services’ (2018) 25 JEPP 1118.
	 68	 Scott Lavery, Sean McDaniel and Davide Schmid, ‘Finance Fragmented? Frankfurt and Paris as European Financial Centres 
after Brexit’ (2019) 26 JEPP 1502; Shawn Donnelly, ‘Post-Brexit Financial Services in the EU’ (2022) 30 JEPP 787; Manolis 
Kalaitzake, ‘Resilience in the City of London: The Fate of UK Financial Services after Brexit’ (2022) 27 New Pol Econ 610.
	 69	 Helen Fouquet and John Detrixhe, ‘Hollande Takes Aim at City of London in Euro Clearing Threat’ (Bloomberg, 29 June 
2016). accessed 3 March 2025. <https://www.bloomberg.com/news/articles/2016-06-29/hollande-says-brexit-to-hurt-city-of- 
london-in-clearing-warning>.
	 70	 Oliver Wyman, ‘Report on The Impact of the UK’s Exit from the EU on the UK-Based Financial Services Sector’ (2016).
	 71	 James and Quaglia (n 65).
	 72	 Eilis Ferran, ‘The UK as a Third Country Actor in EU, Financial Services Regulation’ (2017) 3 J Fin Reg 40.
	 73	 John Rega, ‘London Euro Clearing Threatens Eurozone Sovereignty, French Regulator Says’ MLex (20 April 2017) <https://
www.mlex.com/mlex/articles/2008034/-london-euro-clearing-threatens-eurozone-sovereignty-french-regulator-says>.
	 74	 European Central Bank, ‘The EU’s Open Strategic Autonomy from a Central Banking Perspective’ Occasional Paper Series 
(2023). accessed 24 May 2025. <https://www.ecb.europa.eu/pub/pdf/scpops/ecb.op311∼5065ff588c.en.pdf>.
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to the implementation of the Northern Ireland Protocol following Brexit—would facilitate prog-
ress on financial regulatory issues that had stalled for over two years.75

The revised regulation (known as EMIR II, 2019/834) strengthened the supervision of Euro-
pean Union and non-European Union CCPs by ESMA, with a new ‘tiered’ system for non-Euro-
pean Union CCPs. ‘Non-systemically important’ third country CCPs (Tier 1) would continue 
to provide their services under the European Union’s existing equivalence framework. But ‘sys-
temically important’ CCPs (Tier II) would be subject to stricter requirements set by relevant 
European Union central banks, including full compliance with EMIR rules and the ability of 
ESMA to conduct on-site inspections. If this proved insufficient to mitigate risks, then CCPs 
deemed ‘substantially systemically important’ could be derecognised and only authorised to pro-
vide services to European Union customers if they were (re)located in the European Union 
(EMIR II 2019).76 Importantly, the prospect of relocation was diluted by members of the Euro-
pean Parliament, who succeeded in amending the legislation to subject any decision on derecog-
nition to a rigorous economic impact assessment and by granting a twelve-month ‘adaptation 
period’ for any European Union firm required to relocate its clearing business.77

Initially, EMIR II provoked hostile reactions from US regulators, who objected to the European 
Union’s attempt to gain extraterritorial oversight of US-based CCPs.78 Yet, the dispute petered 
out as none of the US CCPs were classified as systemically important for the European Union 
and thus subject to EMIR rules and ESMA’s supervision. By contrast, following the UK’s with-
drawal from the European Union in January 2020, two UK CCPs, LCH and ICE Clear Ltd,79 were 
classified as systemically important, and therefore ESMA became responsible for the supervision 
of their compliance with the stricter EMIR II requirements. ESMA preferred not to question their 
recognition because the economic consequences of doing so were regarded as disproportionate 
in comparison to the economic benefits.80 However, it granted only temporary recognition, ini-
tially for a period of two years (2020-2022), later extended to 2025, while the European Union’s 
efforts to relocate euro-denominated clearing to the European Union continued as part of wider 
initiatives to boost its capital markets.

In December 2022, the European Commission proposed to force the clearing of a percentage 
threshold of trades through European Union CCPs by June 2023—later extended to 2025. The 
so-called EMIR III, adopted in 2024, required European Union-based banks and other financial 
institutions to open so-called active accounts at an European Union CCP capable of clearing 
derivatives considered ‘systemic’ at short notice. For now, the legislation sets a minimum threshold 
to be cleared of five trades for each relevant category, also dependent on the value of trades done, 
which could result in as many as 900 trades per year.81 This was widely interpreted as a significant 
climbdown, reflecting concerted lobbying from European Union-based dealer banks and end 
users and French concern that Germany’s Deutsche Borse, which owns the Eurex clearing house, 
would be the main beneficiary.82

	 75	 The Windsor Framework, agreed by the UK and EU on 27 February 2023, establishes new arrangements to facilitate trade 
within the UK internal market; safeguard Northern Ireland’s place in the UK; and address issues related to the democratic deficit in 
the original Northern Ireland Protocol. Andy Bounds, Daniel Thomas and George Parker, ‘Windsor Deal Opens Door for Progress 
on Post-Brexit Financial Regulation’ Financial Times (London, 1 March 2023).
	 76	 Matthias Lehmann, ‘CCP Supervision after Brexit: From Extraterritoriality to a Model of Shared Control’ (2023) 18 CMLJ 5.
	 77	 James and Quaglia (n 65).
	 78	 See Christopher Giancarlo, ‘An EU Plan to Invade the US Market’ (Speech, CFTC, Washington, 6 November 2017).
	 79	 In 2023, ICE Europe ceased to provide CDS clearing services, which were consolidated in ICE Clear Credit in Chicago. 
According to Zebregs and others (n 54), this decision was motivated by the that the UK was no longer part of the European Union 
and that temporary equivalence for UK-based CCPs was to expire in 2025.
	 80	 Zebregs and others (n 53).
	 81	 Huw Jones, ‘EU Agrees New Rules to Move Euro Derivatives Clearing from London’ Reuters (7 February 2024).
	 82	 Nikou Asgari and Paola Tamma, ‘EU Scales Back Ambitions for Post-Brexit Clearing Land Grab’ Financial Times (London, 
14 February 2024).
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To sum up, the European Union engaged in financial statecraft in an attempt to strengthen its 
financial sovereignty in derivatives clearing. This involved the deployment of different policy 
instruments, including a jurisdictional or location policy for euro-denominated clearing, and the 
use of regulatory equivalence provisions to assert extraterritorial oversight over third country 
CCPs. The case reveals both the strengths and the limitations of financial statecraft. While key 
actors in the European Union, notably the ECB and French and German governments, have 
repeatedly sought to use euro clearing to lure lucrative clearing business from London to European 
Union financial centres, these efforts have been constrained by the limits of critical clearing infra-
structure in the European Union and the continued dependency of European Union banks and 
other financial companies on UK CCPs.

E U RO P E A N  U N I O N  F I N A N CI A L  STAT ECR A F T  A N D  ‘B I GT ECH ’ 
D I G I TA L  P L AT F O R M S

‘Bigtechs’ are large digital platforms that combine digital and physical infrastructures to interme-
diate commercial, social and informational exchanges.83 The most important global Bigtechs are 
located in the USA (namely, Google, Apple, Facebook, Amazon and Microsoft) and China (Ali-
baba, Tencent, and Baidu), while Europe has yet to produce a home-grown digital platform capa-
ble of comparable scale. Bigtechs have become important providers of financial services 
worldwide.84 Although the provision of financial services by large digital platforms has remained 
limited in the European Union, it has the potential to expand rapidly given Bigtechs’ ability to 
leverage their market power and control of key digital infrastructure by exploiting economies of 
scale and data-network-analysis (DNA) effects.85

For European Union policy makers, Bigtech finance raises concerns about competition and 
market concentration, financial instability, data protection and data privacy, and cybersecurity 
and operational resilience.86 The governance of foreign Bigtechs is of critical importance to the 
European Union’s ambitions with regards to digital sovereignty and so large digital platforms 
came to be viewed as an industrial policy issue requiring pre-emptive regulation to support the 
development of European Union digital platforms.87 With reference to financial services, the 
European Union has shifted from an activity-based to an entity-based approach. Rather than 
regulate the provision of financial services by digital platforms directly, the European Union targets 
the source of Bigtechs’ market power through stringent new rules around competition and con-
sumer protection.88 We chart the origins and development of this new financial statecraft below.

European Union financial regulators were long-standing supporters of new entity-based restric-
tions on digital platforms. Under existing arrangements, platform services falling within the 
perimeter of activity-specific financial regulation could be regulated as non-bank lenders or pay-
ment firms. But Bigtechs are not subject to the raft of new prudential regulations imposed on 

	 83	 Nicolas Petit, Big Tech and the Digital Economy: The Moligopoly Scenario (OUP 2020); Martin Moore and Daniel Tambini 
(eds), Digital Dominance: The Power of Google, Amazon, Facebook, and Apple (OUP 2018).
	 84	 Financial Stability Board (FSB), ‘BigTech in Finance: Market Developments and Potential Financial Stability Implications’ 
(Basel, 9 December 2019).
	 85	 See, for instance, Fabio Panetta, ‘Stay Safe at the Intersection: The Confluence of Big Techs and Global Stablecoins’ (European 
Central Bank (ECB), Frankfurt, 8 October 2021); European Securities and Markets Authority (ESMA) ‘Big Tech—Implications 
for the Financial Sector’ (Paris, 2020).
	 86	 Parma Bains, Nobuyasu Sugimoto, and Christopher Wilson, ‘BigTech in Financial Services: Regulatory Approaches and 
Architecture’ (International Monetary Fund, Washington, January 2022); Juan Carlos Crisanto and others, ‘Big Tech Regulation: 
What is Going On?’ (Financial Stability Institute Insights, Basel, September 2021); FSB (2019); Scott James and Lucia Quaglia, 
‘Emergent Regime Complexity and Epistemic Barriers in ‘Bigtech’ Finance’ (2024) 29 New Pol Econ 872.
	 87	 Catherine Hoeffler and Frédéric Mérand, ‘Digital Sovereignty, Economic Ideas, and the Struggle over the Digital Markets Act: 
A Political-Cultural Approach’ (2023) 31 JEPP 2121.
	 88	 Scott James and Lucia Quaglia, ‘Banks and the Noisy Politics of Big Tech Regulation in Europe’ Competition and Change 
(2025) (forthcoming).
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banks since 2008, such as capital or liquidity requirements, giving them the potential ability to 
provide financial services at lower cost.89 Financial regulators regarded this discrepancy as not 
only giving digital platforms a competitive advantage, but also as serving as a potential source of 
(future) systemic risk. For example, the ECB argued that the economies of scale and informational 
advantages enjoyed by Bigtechs could enable them to abuse their market power by stifling com-
petition, while their sizeable liquid asset holdings had implications for financial stability.90 ECB 
Executive Board Member, Fabio Panetta (2021),91 warned that ‘given their size, access to data 
from a large customer base and edge in artificial intelligence, Bigtechs have a scale and information 
advantage over incumbent banks. This could allow them to quickly expand and to challenge banks’ 
traditional role, stifling competition should Bigtechs rise to dominance and abuse market power’. 
Similarly, ESMA (2020)92 warned that Bigtechs had the potential to gain a significant market 
share in different financial services, which could amplify financial stability risks.

The new European Commission, appointed in 2019, actively embraced a new geoeconomic 
agenda for digital financial services, declaring that a ‘strong and vibrant European digital financial 
sector would strengthen Europe’s ability to retain and reinforce open strategic autonomy in finan-
cial services and…protect Europe’s financial stability and our values’.93 This led it to propose the 
Digital Services Package, composed of the Digital Services Act (DSA) and the Digital Markets 
Act (DMA),94 adopted in late 2022. Of relevance to financial services was the DMA, which estab-
lished criteria for designating large digital platforms as ‘gatekeepers’, based on their market power, 
upon which new ex ante regulatory obligations would be imposed.95 These included allowing 
third parties to inter-operate with the gatekeeper’s own services; facilitating business users’ access 
to data generated on the platform; and enabling users to promote their offer and conclude con-
tracts with their customers outside the gatekeeper’s platform. Gatekeepers were also prohibited 
from treating services and products offered by the gatekeeper itself more favourably in ranking 
than similar services or products offered by third parties, and preventing consumers from linking 
up to businesses outside their platforms.

The reforms imposed considerable new ex ante restrictions on the ability of Bigtechs to exploit 
their market power and control of key digital infrastructures—notably with respect to the provi-
sion and potential expansion of financial services.96 The new regulations were therefore intended 
to protect market contestability in financial services and to prevent the anticipated competitive 
distortions that would arise from further expansion of Bigtech provision. It is also noteworthy 
that several of these provisions have extraterritorial effects.97

Crucially, the legislation was deeply entangled with a wider set of geoeconomic concerns related 
to data protection and cybersecurity. Compared to other jurisdictions, including the USA, the 

	 89	 Bains, Sugimoto, and Christophern (n 86).
	 90	 Panetta (n 85).
	 91	 Ibid.
	 92	 ESMA (n 85).
	 93	 European Commission, EU’s Digital Finance Strategy—Digital Package, (Brussels 2020) <https://finance.ec.europa.eu/
publications/digital-finance-package_en>.
	 94	 Regulation (EU) 2022/1925 of the European Parliament and of the Council of 14 September 2022 on Contestable and Fair 
Markets in the Digital Sector and Amending Directives (EU) 2019/1937 and (EU) 2020/1828 (Digital Markets Act) [2022] OJ 
L265/1.
	 95	 European Commission, Digital Markets Act (Brussels 2020) <https://eur-lex.europa.eu/legalcontent/FR/ALL/?uri = 
COM:2020:842:FIN>; European Commission, Digital Services Act (Brussels 2020) <https://eur-lex.europa.eu/legalcontent/FR/
ALL/?uri = CELEX:52020PC0825>.
	 96	 Separate legislation was also developed for operational resilience and crypto assets, culminating in the 2022 Digital Operational 
Resilience Act (DORA) and the 2023 Markets in Crypto-Assets Regulation (MiCA) (see Shawn Donnelly, Helena Rios Camacho, 
and Sebastian Heidebrecht, ‘Digital Sovereignty as Control: the Regulation of Digital Finance in the European Union’ (2023) 31 
JEPP 2226.
	 97	 Helena Drewes and Alexander Kirk, ‘Extraterritorial Effects of the Digital Markets Act: The “Elusive Long Arm” of European 
Digital Regulation’ (2024) 47 World Competition 473.
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European Union has a very stringent regime for data protection,98 and financial data are particu-
larly sensitive. Furthermore, gathering, storing and analysing vast quantities of consumer data 
poses concerns for financial markets’ integrity and stability.99 This led the European Union to 
propose tougher new data protection requirements for Bigtechs.100 Relatedly, cybersecurity covers 
a range of regulatory issues from operational resilience to cybercrime. Operational resilience is 
about the ability of companies and infrastructures to continue functioning in the event of a mal-
function of the system or deliberate cyberattacks. Financial and non-financial companies in the 
European Union rely on critical third-party services provided by Bigtechs, such as cloud storage 
and software apps. Cybercrime concerns illegal activities, such as fraud, identity theft, and the 
distribution of malware, conducted using computers or digital networks. It also encompasses 
money laundering and the financing of illegal activities through crypto assets and crypto curren-
cies.101 These wider geoeconomic concerns spurred European Union data protection and cyber-
security officials to engage directly in the development of the DMA and encouraged financial 
regulators to push for separate legislation for financial services, culminating in the 2022 Digital 
Operational Resilience Act (DORA).102

The European Union’s financial statecraft towards Bigtechs should be viewed as part of a wider 
geoeconomic shift aimed at achieving greater ‘digital sovereignty’.103 This encompasses a range of 
issues related to the European Union’s overwhelming dependency on non-European Union digital 
platforms,104 the apparent inability to nurture the growth of serious European Union-based chal-
lengers, and the perceived failure to keep pace with the development of digital technologies in 
the USA and China.105 Key member states, notably France and Germany, strongly supported the 
imposition of tighter restrictions on non-European Union Bigtechs and had begun adopting 
domestic legislation to that end.106 In order to mobilise wider political support in the Council of 
Ministers and the European Parliament (the two co-legislative bodies of the European Union), 
the need for more stringent Bigtech regulation was explicitly framed around geoeconomic prior-
ities and linked to the European Union’s quest for digital sovereignty.107 These efforts were fre-
quently led by the French government, allied with Germany, Austria and Italy, which sought to 
leverage industrial policy and trade protection to make Europe a ‘digital power’.108

The response of the European Union financial industry to this geoeconomic shift was broadly 
supportive. Although some European Union banks and financial companies worried that the new 
European Union rules could harm banks’ ability to access non-European Union digital services 
provided by Bigtechs, the EBF (2020)109 welcomed the Commission’s ambition that ‘Europe 
should drive digital finance with strong European market players in the lead’ by supporting  

	 98	 The different regulatory regimes for data privacy in the US and the EU have generated several transatlantic regulatory disputes 
over time. See, for example, Henry Farrell and Abraham Newman, Of Privacy and Power (Princeton UP, 2019).
	 99	 FSB (n 84).
	 100	 James and Quaglia (n 88).
	 101	 Crisanto and others (n 86).
	 102	 Dirk Zetzsche and others, ‘The Markets in Crypto-Assets Regulation (MiCA) and the EU Digital Finance Strategy’ (2021) 
16 CMLJ 203; Donnelly and others (n 96).
	 103	 Sebastian Heidebrecht ‘From Market Liberalism to Public Intervention: Digital Sovereignty and Changing European Union 
Digital Single Market Governance’ (2024) 62 J Com Mar St 205.
	 104	 Michael Kemmerling and Cristina Trampusch, ‘Digital Power Resources: The Political Economy of Structural and Infrastruc-
tural Business Power in Digital(ized) Capitalism’ (2023) 21 Socio-Economic Rev 1851.
	 105	 Tomi Seidl and Luuk Schmitz, ‘Moving on to not Fall behind? Technological Sovereignty and the ‘Geo-Dirigiste’ Turn in EU 
Industrial Policy’ (2023) 31 JEPP 2147.
	 106	 Michelle Cini and Patryck Czulno, ‘Digital Single Market and the EU Competition Regime: An Explanation of Policy Change’ 
(2022) 44 J Europ Integration 41.
	 107	 Heidebrecht (103); Lavery (49).
	 108	 Emmanuel Macron (Press Conference Speech, Paris, 13 December 2021).
	 109	 European Banking Federation (EBF), EU Digital Finance Package is a Major Step Forward’ (24 September 2020). accessed 
20 May 2025. <https://www.ebf.eu/wp-content/uploads/2020/09/EBF-press-release-EU-Digital-Finance-Strategy-Sept-24-2020.
pdf> 2; European Banking Federation (EBF), Response to the Consultation of the European Commission on the Digital Services 
Package (2020), on file with authors;
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‘competitive homegrown and pan-European payments solutions’. The Association of German 
Banks (2021)110 claimed that the European Union faced a ‘once-in-a-century task’ of ‘strength-
ening European sovereignty’ to safeguard its interests against ‘political or economic pressure from 
third parties’, and called for the integration of ‘economic and foreign policy’ to make Europe ‘more 
independent’ through ‘digital sovereignty’. Similarly, the French Banking Federation (2019)111 
declared that achieving ‘European financial sovereignty’ should be a fundamental goal in the 
digital era, claiming that the banking industry would support this by ‘promoting the localisation 
of market infrastructures in Europe.’

A final and closely related concern about large digital platforms concerned the prospect that 
Bigtechs might issue their own digital tokens or cryptocurrencies.112 The most prominent in this 
respect was Facebook’s (now Meta) announcement in 2019 that they intended to develop a global 
stablecoin, Libra (later renamed Diem). The proposal elicited strong negative reactions at the 
international level as well as in the European Union. For instance, Yves Mersch, then ECB Exec-
utive Board member, warned that Libra ‘could reduce the ECB’s control over the euro, impair the 
monetary policy transmission mechanism by affecting the liquidity position of euro area banks, 
and undermine the single currency’s international role’.113

More broadly, European Union policy makers worried about the prospect of (mainly non-Eu-
ropean Union-based) private actors issuing large-scale digital currencies to be used for cross-bor-
der payments, but also for payments within the European Union.114 Furthermore, the retail 
payment system in Europe is dominated by a limited number of US-based companies, notably 
credit card providers and Bigtechs offering digital wallets.115 Despite some country-specific success 
stories, there is no European Union-wide payments champion and no pan-European payment 
solution. This was not just a matter of commercial competition between European Union-based 
and non-European Union based providers of retail payments. It also made the European Union 
vulnerable to the suspension of these services should foreign players choose to weaponise the 
payments system.

In response to these geoeconomic concerns, the European Union has developed novel forms 
of financial statecraft aimed at upholding the ‘strategic autonomy’ of the European Union pay-
ments system. Its regulatory response included the passage of the 2023 Markets in Crypto Assets 
Regulation (MiCA),116 which introduces stringent new authorisation requirements and prudential 
standards on cryptocurrency issuers, and imposes usage caps on foreign currency stablecoins to 
restrict their expansion into everyday European Union payments. More significantly, the European 
Commission and ECB began collaborating on the development of a retail central bank digital 
currency (CBDC), the ‘digital euro’. As a digital form of public money accessible to citizens and 
firms, the digital euro is intended to challenge the anticipated growth of dollar-denominated 
stablecoins by enabling more efficient and secure payments within the euro area.117

	 110	 Association of German Banks, ‘Strengthening Europe’s Sovereignty’ (Berlin, 15 March 2021). accessed 15 April 2025. <https://
bankenverband.de/en/digitisation/strengthening-europes-sovereignty/>.
	 111	 French Banking Federation, ‘European Priorities for a Well-Financed Society in a Sovereign Europe’ (Paris, 16 May 2019). 
accessed 24 May 2025. <https://www.fbf.fr/en/publication-european-priorities-for-a-well-financed-society-in-a-sovereign- 
europe/>.
	 112	 Agustín Carstens and others, Regulating Big Techs in Finance (Bank for International Settlements, Basel, Bulletin No 45, 2021).
	 113	 Cited in Reuters. 2019 ‘Europe Should Ignore ‘Treacherous Promises’ of Facebook’s Libra Currency’, 2 September.
	 114	 Carola Westermeier, ‘The Digital Euro: A Materialization of (In)security’, 31 (2024) Rev Intl Pol Econ 1569 (2024). Lucia 
Quaglia and Amy Verdun, ‘The Geoeconomics of Central Banks Digital Currencies (CBDCs): The Case of the European Central 
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To conclude, although European banks and other financial companies remain dependent on 
(predominantly) US Bigtechs for critical digital infrastructures, the European Union has deployed 
financial statecraft through the imposition of new forms of ex ante regulation to curtail the power 
of large digital platforms. This is underpinned by an explicit geoeconomic logic aimed at support-
ing the development of European Union tech companies under the guise of ‘digital sovereignty’ 
and, by financial regulators, concerns about ‘financial sovereignty’. More recently, the European 
Union has embarked on developing the digital euro to reduce vulnerability to third country digital 
payment providers, uphold the strategic autonomy of the European Union payments system, and 
resist the growth of dollar-denominated stablecoins.

CO N CLU S I O N
This article has examined how and why the European Union deploys financial statecraft, defined 
as the intentional use of financial capabilities for the purpose of achieving geoeconomic goals. 
The European Union has long deployed its market size and regulatory clout in finance to assert 
key economic interests—typically supporting the competitiveness of the European Union finan-
cial industry and safeguarding financial stability—primarily through multilateral institutions, 
such as international standard-setting bodies. Over the past decade, however, we argue that the 
European Union has increasingly engaged in unilateral and defensive forms of financial statecraft 
to advance more explicitly geoeconomic goals. A priority has been to defend and safeguard the 
European Union’s financial sovereignty, understood to mean the ability to make and implement 
collective choices concerning the stability, efficiency and fairness of the financial system and to 
reduce vulnerability to external pressure.

We illustrate our argument by analysing the use of financial statecraft in two areas of critical 
market infrastructure. In the case of CCPs, the European Union has deployed statecraft through 
a jurisdictional or location policy for euro clearing and the use of extraterritorial oversight for 
third-country CCPs, but has been constrained by its own infrastructural limitations. In the case 
of large digital platforms, the European Union pursues statecraft through stringent ex ante regu-
lation and the development of the ECB-administered digital euro. In both cases, we argue that 
the European Union’s geoeconomic turn has been motivated by a concern to reduce its depen-
dence on third countries, and private companies based in those jurisdictions, for the provision 
of critical market infrastructure. Yet, statecraft has also been deployed instrumentally to protect 
existing European Union financial institutions and financial centres in the case of euro-denomi-
nated clearing, and to support the development of new European Union-based tech companies 
against powerful (US) Bigtech competitors.118

There are several reasons why the European Union has sought to deploy an exclusively defensive 
financial statecraft. First, the European Union’s market for financial services is smaller than that 
of the USA and, unlike the dollar, the euro is not the leading international currency. Whereas the 
European Union is often presented as one of the two ‘great powers’ in finance, its capacity to 
engage in more offensive forms of financial statecraft is constrained by the limited capacity of 
critical ‘geoeconomic infrastructures’,119 such as domestic CCPs and European Union digital plat-
forms. Second, the European Union arguably remains a newcomer to the world of global geopol-
itics and the deployment of financial statecraft, whereas the USA has a consolidated track record 
in this domain. Third, European Union financial statecraft is conditioned by intra-European Union 
politics. It is easier for member states to agree on defensive rather than offensive goals given their 

	 118	 David Bassens and Reijer Hendrikse, ‘Asserting Europe’s Technological Sovereignty amid American Platform Finance: Coun-
tering Financial Sector Dependence on Big Tech?’ (2022) 97 Pol Geography 1026.
	 119	 Andreas Nölke ‘Geoeconomic Infrastructures’, in Benjamin Braun and Kai Koddenbrock (eds), Capital Claims: Power and 
Global Finance (Routledge 2022).
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often divergent national foreign policy orientations. Finally, there has been reluctance by Euro-
pean Union institutions (such as the European Commission, the ECB, the European Supervisory 
Authorities) and national financial regulators to use the single market in explicitly geoeconomic 
terms. However, in a context of rising protectionism and trade conflicts in early 2025, the Euro-
pean Union is looking to identify new points of leverage with the USA. In this respect, the 
ongoing development of the retail and the wholesale digital euro, as well as the European Union’s 
wider ambition to promote the euro as a leading international currency, suggests that financial 
statecraft is likely to become an increasingly ubiquitous feature of the European Union’s geoeco-
nomic armoury.
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