London’s financial decline accelerates as wealthy residents and investment flee after tax reforms
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It has been nearly four decades since the landmark Big Bang reforms of 1986 revolutionised London’s financial sector. This wave of Thatcherite deregulation, which included abolishing fixed commissions and dismantling the brokers-jobbers divide on the London Stock Exchange, unleashed a surge of foreign capital and talent. These changes transformed London’s City into a global financial powerhouse, fostering not only the glittering towers of the Square Mile and Docklands but also igniting growth in emerging sectors such as fintech. The city’s meteoric rise also shaped many other facets of life—from soaring property prices to an enhanced culinary scene—cementing London’s reputation as a vibrant, world-leading metropolis.
Yet, today, London faces a starkly different reality. Rather than continuing its upward trajectory, the city appears to be in a gradual decline, facing what some describe as its most significant loss of talent and capital since the 1970s. The narrative of London’s decline has long been cautioned, particularly post-Brexit, but unlike previous warnings that proved exaggerated, current trends suggest a genuine exodus. Reports from advisory firms indicate the UK is losing an affluent resident approximately every 45 minutes, with tens of thousands of British expatriates relocating to destinations like Dubai, Florida, and European countries such as Italy. The reasons are manifold, but a key catalyst identified is the government’s abolition of the non-domiciled tax status—a privilege allowing wealthy individuals to avoid UK taxes on foreign income—which was decisively reinforced in recent budget decisions.
This outflow is visibly impacting London’s property market, especially at the prime end. Prices for luxury homes remain over 20 percent below their 2014 peaks, and the supply of high-end properties on the market has surged, reflecting decreased buying interest. Analysts have documented a 48 percent increase in prime homes for sale since 2020, underscoring the cooling appetite among the wealthy to invest in London real estate.
The erosion of tax incentives has played a critical role in this trend. Since the financial crisis, a succession of fiscal measures—from the tapering of tax allowances to changes in stamp duty and inheritance tax relief—have steadily increased the tax burden on affluent Londoners. The October Budget saw Labour’s Chancellor intensify these pressures, prompting fresh concerns about London’s fiscal attractiveness. While there are rumours of a possible policy reversal on non-dom status to alleviate tax liabilities on foreign assets, many fear the damage is already deep-rooted.
The question arises: why should millions of Londoners and the wider UK care about the flight of the wealthy elite? The answer lies in London’s central economic role. The capital is a net fiscal contributor, generating a surplus of £44 billion in 2023, which supports public spending across the UK. Along with the South East, London remains one of the few regions subsidising the rest of the country’s expenditure. Losing London’s affluent population risks undermining this vital economic engine.
Moreover, the City’s global financial pre-eminence is under threat. Historically, the reforms of the Big Bang propelled the Square Mile ahead of rivals like Wall Street and European centres during the 1990s and 2000s. Recently, however, London has faced significant setbacks, with leading firms like Wise relocating their primary stock listings to overseas markets such as the United States. This symbolic blow was compounded by similar moves from other established companies, while foreign investors—largely from the US—have been acquiring long-standing London-listed firms. The result is a persistent net outflow of investment from UK equities, averaging £13 billion annually since Brexit, creating a feedback loop of lower share valuations and diminished appeal for companies to list in London.
These challenges reflect years of governmental neglect, arguably since the financial crisis when public sentiment turned against bankers and traders following the economic turmoil. However, the City has reformed extensively, yet the entrenched political mindset of “levelling down” London to benefit other regions persists. Politicians remain heavily focussed on winning votes in the Midlands and the North, regions that supported Brexit and various political shifts, often at the expense of the capital’s interests.
Interestingly, voting patterns in London signal potential political shifts, with some boroughs showing early signs of support for emerging parties such as Nigel Farage’s Reform, indicating growing disenchantment with traditional party offers.
Despite these headwinds, London retains its resilience. It remains a city of nine million people brimming with potential. Nevertheless, unlocking this potential demands a shift in policy and outlook—one that embraces London as a vital engine of national growth rather than a region to be restrained. Addressing tax competitiveness, restoring London’s global appeal, and reversing capital and talent flight will be crucial as the city seeks to revitalise its role in the 21st-century global economy.
In the coming weeks, further analysis will explore the depth of London’s challenges and outline strategies to reinvigorate both the capital and its financial heart, the City.
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