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Notes of London New York Meeting of Major Financial Services Firms:

NYU Real Estate Institute, April 25, 2008

This breakfast meeting brought together four representatives at the highest level from financial sector firms who have major headquarters facilities in both New York City and London, and two from law firms that serve the financial sector in both cities and globally.

The agenda for the morning was to discuss the current and future needs of these firms who are all both major occupiers and major employers in the cities’ key industry.  The following issues were raised during the course of the discussion as being at the top of the agenda of these ‘trans-atlantic’ firms:
· Space requirements
· Factors influencing location decisions:

· Quality of labor force

· Ease of immigration and personnel movement

· Quality of life and cost of living for staff

· Connectivity to the rest of the globe

· Security and safety

· Critical issues they identify for the cities:
· Transport connectivity - particularly airports

· Cost of doing business

· Energy supply

· Green buildings
Two key themes arose throughout:

· The ever-increasing need to both recruit and deploy staff throughout the world, especially to the middle and far east; and

· A move towards more dispersed workplaces around the ‘hubs’ of NY and London, to address cost, quality of life, and security issues.
A summary of the discussion follows.  Except when they are part of the project team, comments are not attributed to specific participants as agreed at the meeting.
Dame Judith Mayhew Jonas welcomed the attendees and gave a brief background to these London-New York Dialogues, which began with the London-New York Study in 2000.  This study found an extraordinarily close profile of the economies of the two cities, and close parallels in the major challenges both were facing in the coming decade – transportation and other infrastructure, absorbing new immigrants, and  remaining competitive as global cities.  “We also found that the financial sector was complementary, not competitive”.  The ‘sister city’ concept was reinforced post 9/11, and the initial planning teams began to meet in these Dialogues to discuss the issues of managing business continuity in our urban settings, and later, to explore some common issues in cultural tourism. 

Dean Ken Patton of the Real Estate Institute of New York University added his welcome to the group, and spoke of the value of these collaborative sessions, particularly of the importance of the meeting in London in February 2003, where leading economic development officials, senior banking executives, and representatives of the Federal Reserve of New York, the Bank of England and the FSA, could discuss together the potential harm to London and New York if legislation were enacted to force clearinghouse functions away from both central cities.

Robert Lieber, Deputy Mayor for Economic Development briefed the group on the impact of the financial crisis to date on New York City’s economy and fiscal situation.  The effect on municipal  revenues has been mild to date but may be more severe in 2009 as announced layoffs and depressed profits work into the system.  For these Dialogues, he noted that London-New York is not about rivalry in their financial sectors, but that both cities should act in cohesion to set an example for other financial centers across the globe. “The perspective has to be progressive, and we need to look together at the various aspects such as accounting standards”. He emphasized the importance of infrastructure to the future of the city’s economy, and the need to find adequate financing to repair and to build new systems.

Dame Judith noted that London generates much more revenue for the national government than it receives in return (the situation is parallel in New York) and that funds are always insufficient for London’s infrastructure needs.

Carl Weisbrod and Ken Patton then introduced the purpose of this meeting: to discuss the space requirements and important factors that drive locational decisions on the part of the major banks and investment banks.

Major Themes and Critical Points raised by participants at this session:

Space Requirements for Commercial and Investment Banks:

While a footprint of 125,000 square feet would be considered ideal, 75,000 square feet is considered minimal – and ideal if this space were ‘straight up’ or vertical to provide doubling of available floor space.

Banks need this space for the volume of the work underway, and for the efficiency and flexibility of moving groups or functions around in the space. Even buildings that are 15 years old can become obsolete, as the demands for additional electrical and telecommunications system expand, and change.

Dame Judith noted that London rebuilds, but New York City refurbishes in place, which doesn’t change the floor plate.  In response to her questions as to why this could be so, the major reasons cited were the zoning regulations, tax credits, and planning restrictions – these  often mitigate against a new building, or make a move to a new location too expensive.
Important considerations in Location Decisions:

Education and talent of the workforce: the quality of graduates from the local universities as well as from the leading national schools, and the quality of secondary education for families of employees, are considered a critical factor.
Open immigration and ease of movement: This is as important as education. The Visa problem in the U.S. is now terrible, since it is almost impossible to bring in high-skilled workers from other countries.  Several banks said that they have had to locate analysts in London because they could not get a visa to locate them in New York. Because of the U.S.’ strangulating immigration laws, London is considered better as a ‘jumping off’ point for sending professional staff to the Middle East and Asia. 

One of the participants finds that NYC-based lawyers are less likely to jump on a plane (to go to the Middle East or Asia), whereas in London, “lawyers jump on a plane all the time”.   The main reason is the Time Zone difference, which makes international flights that much longer from New York.  As the work becomes more global, one participant sees a shift away from NYC to London.

Another participant agreed, noting that Europe and Middle East are being served out of London, and Asia by Hong Kong, Singapore and Tokyo.   Both are serving India. “So it is not that international business is moving out of New York, but it is being delegated region-wise due to geographic, time-travel ease”.
Quality of life and cost of living: Also considered a very high priority, particularly for the middle tiers of  management.

New York City is extremely attractive to young people to come here to work.  “We must maintain this attraction.” 

The threshold issue in both New York and London is security and safety: Firms need to feel that their people are safe, and that the two cities learn from each other and work closely with their city and national governments to do everything possible to assure safety.    All participants underscored this importance. One investment bank has brought senior security officers from London to NYC to discuss their strategy for handling security issues.  One law firm has moved from a signature building in NYC to a mid-block building, just for security reasons.  One bank representative, whose firm suffered heavy physical damage on Sept. 11, said ““we will never again put all of our key people in one building”.

Yet, as one participant noted, excessive screening at one’s office building can be a disincentive to business visitors.

Infrastructure and transport issues are critically important in both cities:

All participants agreed for the need to keep a key focus on transportation, to make it easier to travel in and out.  While New York City’s transit infrastructure is better than 20 years ago, it is overtaxed, and proposed new projects such as the Hudson Rail Tunnel and the move of Penn Station to the new Moynihan Station, both considered vital to enlarge capacity, are not yet funded. 

In London, the plan for CrossRail has taken almost two decades to be finalized and funded.

Airport congestion is a major problem.  

For New York City, the airport – congestion of air traffic and the difficulty of getting to the airports - poses the fear of losing competitive edge.  Together with   all of the screening required for security and the long lines of people waiting at immigration, this is making it very difficult and unpleasant for both business and tourist visitors to come to New York.
One participant noted that “Our people in London complain about Heathrow; and in New York, they need better access to JFK and LaGuardia.  Being downtown, getting to Newark Airport is good, one can take the PATH train and the Air Train and avoid traffic, but there is no way to get to LGA by public transit, and it is time consuming and takes many changes to get to JFK by public transit.”  

Taxis during rush hours add another hour or hour ½ to the two-hour time required at the airport. Another participant noted “the delays (in getting to the airport, at the airport, waiting in Immigration lines, etc.) are a real problem – this is lost productivity, and there is an opportunity cost to the lost time”. The Port Authority in New York indicates that they are trying to make the airports more work friendly by installing more laptop plug-ins and wi-fi access.

Dame Judith noted that the rise of the business jet and the use of satellite airports (e.g. SilverJet from EWR to Luton) is a market response to all of the congestion at our major airports.

Rick Rosan informed the group of a new eye-scanning system that is being tested at Heathrow, and that this will save time in the future as frequent travelers can be pre-screened.

In addition to transport, one financial firm is also worried about the cost of electricity and the availability of power in New York City – “we need the assurance that it will be there when we need it.  And we just don’t see a solution to this problem”.

Are high costs a deterrent to business location in New York and London?

The financial firms are conscious of the high cost of space in both New York and London, although New York is a bargain, relative to London.  Still, for one new headquarters building nearing completion in New York City, the space is considered so valuable that all vending type of space has been moved out.  Even the mail sorting and distribution will be located elsewhere. 

Two of the financial firms spoke of their new locational strategy of developing a ‘Hub-and Periphery’ approach to both their New York City and London based operations. This is being done partly for cost reasons, for office space as well as for living costs of the employees, but also partly for recruitment purposes, and to assure overall safety through dispersal of the operations.  

In the U.K., Manchester is found to be a desirable alternative for ‘middle market’ functions, because of the proximity and quality of the University for recruiting.  In the U.S. a recent merger for one bank is resulting in a move of some middle market functions to Pittsburgh, largely for cost reasons; for another bank, new satellite operations are being established in Dallas and Salt Lake City.

Locational considerations in this new global market: 

All of the firms represented at the meeting have offices in London, and are moving to other cities around the globe.  India is a recent location – two firms presently have 3,000 staff each in the respective cities of Chennai and Bangalore, and plan to double that size in the near future.  More dispersal to other global centers is planned.  

As one participant noted “We have always been a New York bank.  But now, we plan to act more like a global bank rather than a one-location bank.  We will have our Headquarters, (they will use London and New York for their higher skilled people, and are now refurbishing their NYC building), and will have branches in the U.S. and around the world.”  

In another case, one bank has 1200-1400 people in Dublin, but can not entice more people to go there since the cost for office space and the cost of living for staff is so high.  They are now looking for a site in Poland, and “will take back home the Polish workers who are in their Dublin office to staff their new Poland offices”.

Environmental issues and green buildings:

There is now much more attention paid to ‘Green issues”. One firm already gauges its clients based on their environmental awareness.  In addition, the young employees on their staffs want an environmentally sound building to work in, and to know that their company is helping out on the climate change issue. “The change in attitudes on this whole subject in just 10 years is amazing.”

One of the features of Mayor Bloomberg’s PlanNYC2030 is a commitment to reduce the carbon footprint of buildings, which now account for 70 percent of the city’s carbon footprint.  (By implication, these major firms will be involved in helping the city meet its reduction targets.)

Note:  The team representing the New York-London Dialogue were:

Dame Judith Mayhew Jonas of London, Co-Chair for London

Carl Weisbrod, President of Trinity Real Estate, Co-Chair for New York

Dean Ken Patton, Real Estate Institute, New York University, Sponsor

Robert Lieber, Deputy Mayor for Economic Development, New York University

Rick Rosan, President of ULI, Sponsor

Rosemary Scanlon, Real Estate Institute, New York University

Sarita James, Sr. VP for Strategic Planning, NYC Economic Development Corporation

Ann Li, NYC Economic Development Corporation

John Parkinson, head of ULI New York office

Stephen Blank, ULI Washington 
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