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Abstract

UK property markets are thought to be a common destination for corrupt and crim-

inal assets, who often invest through offshore shell companies. Following the Russian

invasion of Ukraine in 2022, we study the impact of the introduction of a policy in the

UK intended to eliminate the anonymous ownership of property by requiring offshore

companies to file their beneficial owners on public register. We find that new purchases

by companies based in tax havens fell substantially following government announce-

ments that the policy would be introduced that year, and further declines following the

establishment of a register of ownership. While the policy has effectively led the off-

shore market to slow, between £45–78 billion worth of UK real estate is still owned by

companies based in tax havens, some of which have yet to comply with their reporting

obligations. We do not find strong evidence of price effects nor substitution into owner-

ship through suspicious domestic companies, although larger movements may manifest

as firms respond finalization of the policy in January 2023.
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1 Introduction
Real estate is a common destination for the proceeds of corruption, money laundering, and

tax evasion (FATF, 2007). A large number of anecdotes indicate that high-value property

markets in locations like London, New York City, and Miami are frequently targeted by

individuals suspected of engaging in corruption (Gabriel, 2018; White, 2020; Wieder, Das-

gupta, and Wang, 2021; OCCRP, 2021). London, in particular, has been singled out as a

popular market, so much so that journalists are running a guided Kleptocracy Tour, showing

off London properties owned by kleptocrats. 1

Real estate markets are attractive because they are often subject to less transparency than

the banking sector. For example, those looking to avoid being subject to cross-border tax

transparency regulations, such as automatic exchange of information (AEOI) agreements,

can avoid them by holding their wealth in property (Bomare and Herry, 2022). In many

economies, including the UK, even when real estate agents are required to apply the due

diligence or background checks on their clients' source of wealth, they may struggle to deal

with the sheer complexity inherent in offshore ownership (HM Treasury, 2020). Finally,

and perhaps most importantly: in many economies it is possible to own property through

shell companies based in tax havens, which obscures the �nal owner's name from public

records, affording a high degree of secrecy.

One of the oft-touted solutions to this problem is bene�cial owner transparency. Bene-

�cial owner registries mandate companies to reveal their ultimate owners, either to the

government or to the public (via open registries), thereby—in theory—removing the ability

to hold real estate anonymously. However, bene�cial ownership in the real estate sector

has not been subject to much empirical scrutiny. A recent study of a pilot programme of

bene�cial ownership reporting in US real estate found no evidence that investment in high-

value markets declined, indicating that it had little deterrence effect (Collin, Hollenbach,

and Szakonyi, 2021). The authors contend that a lack of enforcement and validation of the

bene�cial owner data led to its reduced effectiveness, suggesting that implementation is a

crucial factor in the success of these policies.

This paper presents an impact evaluation of a recent law passed by the UK government

that imposes bene�cial ownership transparency over all UK properties held by overseas

companies. Fast-tracked as part of the UK government's response to Russia's invasion of

Ukraine in February 2022, the Economic Crime Bill (ECB) (passed as the Economic Crime

Act) established a public and retrospective `Register of Overseas Entities' which will list off-

shore companies that own real property in the UK and their bene�cial owners (those that

1The Guardian: Kleptocracy Tours Expose State Failure to Stop Dirty Money Buying up London'
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hold 25 per cent or more of voting rights). Exploiting several UK administrative datasets

on land ownership and company registration, we adopt a difference-in-differences design

around the announcement and implementation of ECB to analyse whether the policy im-

pacted purchases and sales of property by companies based in speci�c overseas jurisdic-

tions where concerns about illicit �nancial �ows may be greatest.

We �nd that following the introduction of the ECB in February 2022 (and its eventual

passing in March), purchases of UK property made by companies based in tax havens fell

sharply, and remain lower today. Sales also decline over time, leading to an effective stalling

of the property market between offshore companies based in havens. When we compare

purchases by companies from tax havens that are more likely to be used by Russians, we

�nd a more immediate drop following the invasion. However, havens known to be used

by individuals from highly corrupt countries and those participating in AEOI agreements

also fall in the long term. In all cases, the decline in property transactions involving tax

havens accelerates following the implementation of the ECB in August, at which point

the reporting requirements for companies became a prerequisite for the registration of

ownership of title. We do not �nd any persistent effect on prices in local authorities that

were relatively more popular targets of offshore investment pre-policy, nor evidence of

diversion of investment in suspicious domestic companies. However, as the ECB is still

in mid-implementation (companies have until the end of January 2023 to fully comply),

we could potentially see more movement in property markets as overseas companies are

brought into compliance and potentially sell their existing stock.

In this paper, we make several contributions to the empirical literature on bene�cial

ownership transparency and efforts to combat cross-border money laundering. First, it

is one of the �rst evaluations of a policy intended to counter illicit �ows by increasing

transparency within a single property market, joining work by Agarwal, Chia, and Sing

(2020) which shows how sectoral regulation can reduce prices of real estate assets bought

by persons linked to offshore shell companies. We argue that the observed short-term

effectiveness of the ECB is due to the public-facing nature of the bene�cial ownership

registry being introduced, which stands in contrast to the Geographic Targeting Orders

(GTOs) introduced in the United States that kept such information in government hands

and produced little to no deterrent effect on all-cash purchase activity by shell companies

(Collin, Hollenbach, and Szakonyi, 2021).

We also contribute to a growing body of work documenting both the stock of foreign

ownership of property in coveted markets, such as Dubai (Alstadsæter et al., 2022), France

(Cvijanović and Spaenjers, 2021), Norway (Alstadsæter, 2022), and the UK (Sá, 2016; De Si-

mone, 2015), as well as the determinants of foreign and anonymous investment. For ex-
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ample, Bomare and Herry (2022) show that a signi�cant amount of wealth �owed into the

UK property market following the introduction of AEOI reporting, as property fell outside

of the bene�cial reporting regime (which was relegated to �nancial accounts). The pa-

per shows that in addition to taxes (Gorback and Keys, 2020), policy tools centred around

transparency can affect investment in�ows and prices paid for real estate. Similarly, a re-

cent paper by Johannesen, Miethe, and Weishaar (2022) �nd that the threat of bene�cial

ownership registers in a number of tax havens may have reduced the incentive to hole UK

property through companies in these jurisdictions. As we show slight differential effects

on Russia-preferred tax havens, we also contribute to the literature on how political risk

abroad affects local real estate markets (Badarinza and Ramadorai, 2018).

Finally, our work builds on a literature on how policies aimed at revealing ultimate

ownership can drive anonymous or illicit wealth out of targeted markets. This includes

research documenting the signi�cant, negative impact that transparency initiatives have on

various forms of offshore wealth (Casi, Spengel, and Stage, 2020; Menkhoff and Miethe,

2019; Beer, Coelho, and Leduc, 2019; O'Reilly, Ramirez, and Stemmer, 2019) and a number

of studies showing that increasing the chance of discovery by authorities can force those

who have previously enjoyed anonymity to begin complying (Bethmann and Kvasnicka,

2016; Londoño-Vélez and Ávila-Mahecha, 2021).

The rest of the paper is structured as follows: Section 2 describes how the UK has

become known for being a haven of illicit money over the past few decades, the introduction

of the Economic Crime Bill and its expected impacts. Section 3 describes the datasets we

will be using to examine the impact of the ECB, Section 4 describes our empirical approach,

and Section 5 our main �ndings. We discuss our results, next steps and conclusions in

Sections 6 and 7.

2 Background and analytical framework

2.1 `Londongrad'

To date there are no de�nitive estimates of the amount of illicit money that has made its way

into the UK property market. Shortly prior to the invasion of Ukraine, Transparency Inter-

national estimated that since 2016, roughly £1.5 billion of UK property had been bought by

Russians with ties to the Kremlin (TI UK, 2022 b). Broadening the scope, the investigation of

the leaked �les in the Pandora Papers uncovered roughly £4 billion in secret UK property

transactions linked to `heads of government, oligarchs, business tycoons, ruling families
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and a Middle Eastern monarch.' 2 Many observers, however, believe the total amount of

illicit money to be of a magnitude larger, given that offshore companies own over 138,000

properties in the UK worth a collective £55 billion. 3

Several features of the UK property market make it especially attractive to criminals,

kleptocrats, and other fraudsters. First, the market is both huge and relatively easy to ac-

cess. Since the 2008 �nancial crisis, the UK has courted foreign investors with so-called

`golden visas', a program exploited by numerous corrupt of�cials seeking to launder their

money.4 Their identities were protected by the UK's reputation for opacity in corporate

affairs, and, in particular, its strong historic links with the Crown Dependencies and Over-

seas Territories, notorious tax havens and secrecy jurisdictions that require relatively little

information from wealthy individuals looking to hide their cash. 5

Dirty money could easily be moved into the UK system itself: UK corporate entities

are relatively easy to establish, with low costs of �ling and rare audits. 6 Filing company

documents does not require identity veri�cation, requiring less than what it takes to acquire

a library card. 7 Individuals can purchase properties using a multi-layered, international

schema of shell companies, successfully concealing their true bene�cial ownership.

For example De Simone (2015) �nd that, out of all properties connected to owners under

investigation for corruption, over 75 per cent were purchased using a company based in

an offshore jurisdiction with high levels of �nancial secrecy. Tax evasion also appears to be

a signi�cant driver of offshore investment in the UK property market. Bomare and Herry

(2022) estimate that up to £19 billion—or 1.5 per cent of all real estate investments—were

invested into the UK property market via offshore companies between 2013 and 2016 as

a means to evade the OECD's Common Reporting Standar (CRS) reporting requirements,

which mandated that offshore banks begin transmitting information on their customers'

�nancial accounts to tax authorities around the world. Figure 1 maps the concentration

of property owned by overseas companies using Land Registry data described in Section

3. Inner London has seen huge in�ows of money from overseas companies, leading to the

nickname `Londongrad' and sparking concerns about Britain serving as the `butler to the

world' for its service as an enabler of illicit �nancial �ows (Bullough, 2022).

2Revealed: Pandora papers unmask owners of offshore-held UK property worth £4bn (The Guardian)
3More than 138,000 properties in England and Wales owned by offshore companies (The Guardian)
4“London laundromat': how golden visa scheme created UK haven for dirty money' (The Guardian)
5`Dirty Money in the UK Is Harming More than Our Reputation' (Financial Times)
6“Londongrad': The Real-Life Fight against Dirty Money Flowing into London from Foreign Countries'

(ABC News)
7`Companies House is dysfunctional and facilitating fraud, MPs told' (The Guardian)
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2.2 The 2022 Economic Crime Act and the Register of Overseas Entities

By the mid-2010s, the UK's unsavoury reputation as a hub for money laundering �nally

forced politicians to consider taking action. During the 2016 Anti-Corruption summit,

then-Prime Minister David Cameron announced that the UK would implement a registry

of bene�cial ownership covering all overseas �rms that owned UK property. Introducing

transparency, it was believed, would deter bad actors from exploiting the real estate sec-

tor. Those plans were derailed a few months later when the Brexit Referendum led to

Cameron's resignation. Subsequent Conservative Party leadership deprioritized the ini-

tiative, which languished for nearly seven more years. UK Minister for Ef�ciency and

Transformation Lord Theodore Agnew even resigned from his post in frustration that the

government was stalling on the reform. 8 His resignation �nally spurred Prime Minister

Boris Johnson to con�rm on 2 February 2022 that the bill would be put to a vote in the

third parliamentary session of 2022.9

The winds shifted further following Russia's invasion of Ukraine on 24 February 2022,

when the size and scale of the misuse of the UK's economy by illicit actors—including many

Russian oligarchs—rose to the top of media agendas and became politically intolerable.

Cracking down on Putin's wealthy allies was seen as a way to dissuade him from pushing

further militarily into Ukraine. As a result, the ECB was fast-tracked. It was introduced in

Parliament on 1 March and received Royal Ascent just over two weeks later; upon becoming

law, the policy became known as the Economic Crime Act (ECA). 10

A key component of the ECB was to introduce a Register of Overseas Entities that

required all overseas companies that own land in the UK to report the identity of their ben-

e�cial owner(s). Any overseas �rms that had existing holdings 11 or acquired new holdings

prior to 1 August 2022 would be subject to a transitional period, and would have until 31

January 2023 to submit bene�cial ownership information to the register. As a backstop,

the new law also required that any overseas �rm that wished to sell property it already

owned after 28 February 2022 would also be required to register with Companies House;

otherwise a property could not be sold. 12 The register would be released publicly on 1

8`Government Denies Claims It Has Scrapped Crucial Economic Crimes Bill' (The Guardian)
9Engagements–Hansard—UK Parliament, volume 708: debated on Wednesday 2 Febru-

ary 2022; available at: https://hansard.parliament.uk/Commons/2022-02-02/debates/
41AF283E-4832-47D5-9C10-339B965FB2E7/Engagements(accessed 15 November 2022).

10The �rst reporting of the bill's resurrection came on 27 February (`Government Brings Forward Bill to
Tackle UK's “Dirty Money”' (Financial Times)).

11Existing holdings were de�ned as any properties acquired since January 1999. Transparency International
UK identi�ed 1,892 properties purchased by overseas companies prior to this date that would be declared
exempt under the bill.

12Concerns were raised that the extended grace period might enable overseas owners to dispose of or
transfer real estate assets without ever revealing their connection. The provision that transactions cannot
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