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ABSTRACT

This paper explores the symbiotic relationship between the
Cayman Islands and the centrality of the United States (US) in
global financial networks, using their connection as a test case
for a broader theory of how infrastructural power of states is
achieved through transnational and networked strategies. The
legal and financial infrastructure of the Cayman Islands is exten-
sively used by US financial institutions. This infrastructure sup-
ports the development of a significantly US-centric fund
industry, facilitating substantial investments into US capital
markets. Additionally, it serves as a global conduit, channelling
funds from regions such as Asia and Latin America into US
markets, streamlining the process by which foreign investors
acquire US securities, and supporting the development of com-
plex USD-denominated financial products. This dynamic
enhances the depth, liquidity, and complexity of US capital
markets, thereby reinforcing US centrality in global financial
networks and bolstering its geopolitical power through financial
diplomacy, economic sanctions, regulatory influence, and con-
trol over critical financial infrastructure. The relationship under-
scores the infrastructural power of the Cayman Islands, whose
financial and legal framework is essential for sustaining and
amplifying US centrality. Consequently, this paper aims to inte-
grate the transnational perspective on infrastructural power
within the International Political Economy (IPE) and
Geopolitics literature, demonstrating how the Cayman Islands
function as a multifaceted networked site that strengthens,
projects, and sustains US state power on a global scale.

Introduction

The Global Financial Crisis of 2007-2009 (GFC) reignited interest in
Caribbean offshore financial centres (OFCs) (Aalbers 2018; Zucman 2014).
This renewed interest stemmed from OFCs’ roles as both producers and
intermediaries of various asset classes (Haberly and Wojcik 2017) and as the
legal domiciles of the hedge fund industry (Fichtner 2016). Consequently,
OFCs are now viewed as pivotal components of global finance, leading
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scholars to analyse them as relational sites (Beaverstock, Leaver, and Tischer
2023; Christophers 2013). These OFCs are thus considered to have significant
implications for the state-finance nexus and global financial networks.

A substantial body of literature already addresses the state-finance nexus
(Lai 2023). Within this literature, scholars contend that financial markets play
an active role in shaping state power, as states strategically use financial
instruments, vehicles or centres to accomplish a range of objectives (Agnew
2009, Hall 2023; Lai 2023). Other scholars, drawing from the ‘new’ state
capitalism literature, have argued that states now play a crucial role in capital
accumulation (Alami and Dixon 2020) and have even taken on the role of
investors (Babi¢ 2023). Moreover, economic geography scholars, drawing
from network-based perspectives, have also emphasised the role of states in
shaping the geography of global finance (Coe, Lai, and Wojcil 2014; Haberly
and Wojcik 2022; Lai 2023) or what later became known as a state-led
conception of global financial networks (Topfer 2018). Furthermore, other
studies show that the structural power of states is linked to finance. However,
for a comprehensive understanding, this power is analysed now as a complex
network phenomenon (Winecoff 2020).

Based on this literature, it has been argued that states have not withdrawn in
the face of financial globalisation (e.g., Biithe and Mattli 2011) but have instead
become architects of financial markets (Topfer and Hall 2018), strategically
leveraging these markets for political and geopolitical gains (e.g. Goghie 2023).
This perspective contrasts with earlier studies that predicted a decline in state
power during the era of financial globalisation (e.g. Leyshon 1992). This
understanding has prompted scholars to examine the infrastructural power
of International Financial Centers (IFCs), although much of this research has
concentrated on People’s Republic of China and the internationalisation of the
renminbi (RMB) (Green and Gruin 2021; Hall 2023). Nevertheless, empirical
studies on the infrastructural power of OFCs and their geopolitical implica-
tions remain limited. Similarly, there is a scarcity of research employing net-
work-based approaches to analyse this infrastructural power. These gaps in the
literature are precisely what this paper seeks to address.

As such, by integrating the state-finance nexus (Lai 2023) and network-
based approaches (Kahler 2009; Schindler et al. 2024; Winecoff 2020), this
paper examines the US-Cayman Islands relationship as a test case for
a broader theory of how states achieve and sustain infrastructural power
through networked strategies. This approach underscores that, rather than
viewing the Cayman Islands in isolation, it is the symbiotic relationship
between the US and the Cayman Islands that illustrates how states wield
power through interconnected financial networks, overcoming the constraints
of territorially bound perspectives. The concept of infrastructural power,
originally defined by Michael Mann (1984), is used to describe this dynamic.
Traditionally, infrastructural power refers to a state’s ability to penetrate and
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organise civil society within its territorial limits. However, in the context of the
Cayman Islands and its relationship with the US, this concept is analysed
through a transnational and network-based approach. In more detail, the
Cayman Islands’ legal and financial infrastructure supports the development
of a predominantly US-centric fund industry, acts as a global conduit, chan-
nelling substantial funds from regions such as Asia and Latin America into US
capital markets, simplifies the process for foreign investors to hold US secu-
rities, and aids in the creation of complex USD-denominated financial instru-
ments. These elements collectively enhance the depth, liquidity, and
complexity of US capital markets. At the same time, this has an additional
positive impact by strengthening the role of the USD in global finance, which
provides major benefits to the currency’s issuer. As argued in this paper, these
dynamics strengthens US centrality in global financial networks' while simul-
taneously endowing the Cayman Islands with infrastructural power due to its
pivotal role in shaping this centrality through its robust legal and financial
infrastructure.

More specifically, the central argument of this paper is that this dynamic
establishes a symbiotic relationship in which centrality is both sustained and
reinforced through the financial processes occurring in and through the
Cayman Islands. The complex financial interactions between the US and the
Cayman Islands enhance the US’ central position within global financial net-
works, thereby strengthening its geopolitical influence. This centrality enables
the US to exert substantial influence over foreign actors, atfecting areas such as
financial diplomacy, economic sanctions, regulatory frameworks, and control
over financial infrastructures. By describing how this transnational and net-
work-based conceptualisation of infrastructural power underscores the
Cayman Islands’ role in upholding US dominance in global financial net-
works, this paper shows that this OFC not only has the potential to shape or
disrupt this centrality but also impacts geopolitical dynamics. Consequently,
the US actively works to maintain the infrastructure of the Cayman Islands to
safeguard its financial and geopolitical interests on a global scale.

The choice of the relationship between the US and the Cayman Islands is
strategic and driven by the unique role this OFC plays in global finance. While
other OFCs, such as Bermuda, Bahamas, or even domestic financial centres
like Delaware, also contribute significantly to global finance, the Cayman
Islands stand out due to the scale and complexity of financial activities, acting
as a key node in transnational financial networks, hosting a substantial portion
of global financial flows (Fichtner 2016).

This paper’s novelty lies in its detailed examination of infrastructural
power within the context of the Cayman Islands. Rather than employing
the traditional perspective, it adopts a transnational approach, aiming to
bridge the fields of International Political Economy (IPE) and
Geopolitics through a network-based framework. This approach is
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particularly relevant, as it reveals how the legal and financial infrastruc-
ture of the Cayman Islands shapes and influences the centrality of the
US in global financial networks. Through this analysis, three key puzzles
are addressed. First, it provides insights into the transnational distribu-
tion of power and the strategies employed by states and financial actors
to enhance their influence. Specifically, it analyzes the shifting position-
alities of states and financial actors within the transnational and net-
work-based organisation of financial and monetary relations (Goghie
2024b; Lai 2023; Schindler et al. 2024). Second, by employing
a transnationalized approach to infrastructural power, it reveals how
OFCs evolve into complex networked sites through which the US state
power is strengthened, projected, and maintained in global finance. This
highlights the shift from a purely territorial-centric view of state power
to one influenced by competing societal forces and processes within and
beyond state boundaries (Moisio and Paasi 2013). This perspective aligns
with the view that the global economy is now structured as a set of
interconnected networks transcending territorial borders (Gjesvik 2023;
Schindler et al. 2024). Third, the paper explores how the central posi-
tion within networks translates into structural power in international
relations and global finance, addressing previous calls for such analysis
(Schindler et al. 2024; Winecoff 2020). Practically, this transnational
dynamic offers a novel method for measuring national economic
power by examining how states leverage jurisdictions like the Cayman
Islands to enhance their financial, political, and geopolitical influence on
a global scale.

To construct the theoretical argument, this paper employs methodological
triangulation by incorporating a range of data sources, including the Cayman
Islands Monetary Authority (CIMA), the International Monetary Fund
(IMF)’s Coordinated Portfolio Investment Survey (CPIS), and the Federal
Reserve (Fed), along with data from peer-reviewed journal articles and book
chapters. Additionally, for qualitative substantiation, the analysis includes five
(non-coded) interviews with key practitioners from financial and research
institutions based in the Cayman Islands, conducted online between May
and June 2024 (see Appendix 1).

This paper is structured to explore the evolving dynamics of state and
financial power within a networked and transnational context. The first sec-
tion explores the networked and transnational dimensions of infrastructural
power, focusing on how the Cayman Islands’ financial sector operates with
specialised functions and is deeply intertwined with US financial interests.
The second section presents an empirical analysis of the Cayman Islands’
multifaceted role in the US financial system, highlighting how this OFC
supports and enhances the US financial dominance. The third section inves-
tigates how this infrastructural power not only consolidates the US centrality
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in global financial networks but also amplifies US geopolitical advantages. The
concluding section synthesises these findings.

The Infrastructural Power of the Cayman Islands within a Network-Based
Framework

This section aims to analyse the concept of the infrastructural power of the
Cayman Islands, particularly in relation to the US, through a networked lens.
For greater theoretical and empirical clarity, the concept of infrastructural
power originates from Michael Mann, who discusses it in relation to the state’s
ability to ‘penetrate civil society and implement logistical political decisions’
(Mann 1984, 189). Mann specifically understands infrastructural power as
a distinctive source of state influence over civil society, enabling the imple-
mentation of governance decisions within a defined territory while allowing
state and non-state actors to maintain independent interests (Green and Gruin
2021). Braun (2020) further elaborates on this concept, illustrating how
finance holds a critical position in central banks’ monetary policies, as any
restrictions on the financial sector would impact their policy instruments.
Other scholars have applied the concept of infrastructural power to under-
stand the impacts and implications of technological changes in finance
(Bernards and Campbell-Verduyn 2019; Goghie 2024a), as well as to highlight
the role of regulation in financial governance and its application in redistri-
buting power between public and private actors (Coombs 2022). Some authors
examine the infrastructural power exerted by the US abroad and view it as a
mechanism that diminishes the state’s capacity domestically, with the analysis
focusing on intellectual property rights (Weiss and Thurbon 2018). However,
as globalisation has led to a networked system of political authority (.. .) that
challenges territorialized state sovereignty as the sole form of effective sover-
eignty’ (Agnew 2005, 442), this paper proposes transnationalizing this concept
to better capture the network-based realities of the global economy (see
Schindler et al. 2024).

As such, this paper does not perceive infrastructural power as ‘a territorial
boundedness of social interaction’ (Mann 1984, 59). Instead, similar to Green
and Gruin (2021), this paper focuses on the transnational peculiarity of the
Cayman Islands, emphasising that its infrastructural power is not dependent
on territorial sovereignty logic but rather exhibits a transnational nature
within a broader set of global relations (Green and Gruin 2021). Mann’s
model primarily operates within the confines of territoriality, arguing that
the state’s power is grounded in its ability to build and sustain the physical and
organisational infrastructure necessary for governance. This includes every-
thing from bureaucratic apparatuses to legal systems and public services. This
paper, however, employs a transnational approach to infrastructural power,
specifically focusing on the networked dynamics of the Cayman Islands’ legal
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and financial infrastructure. Drawing from IPE and Science and Technology
Studies (STS) literature, this infrastructure is viewed not just as a physical
entity but as a socio-technical system that influences global power structures
(Bernards and Campbell-Verduyn 2019, Pinzur 2021). In more detail, an
infrastructure is neither entirely open nor completely durable (Pinzur 2021);
instead, it possesses a political rationality and the ability to alter or solidify
power relations (De Goede 2021). The Cayman Islands’ legal and financial
infrastructure, crucial in global finance and its relationship with the US, can
reshape global power relations by enabling and sustaining the US financial
dynamics, which impacts centrality in global financial networks and the ability
to play a geopolitical role. This infrastructure’s ability to influence others’
routines is where its infrastructural power lies (Pinzur 2021, De Goede 2021).
While not confined by traditional territorial boundaries, it becomes a critical
aspect of this infrastructural power in relation to the US. More precisely, this
legal and financial infrastructure operates across borders, influencing the
intricacies of the US financial system and reinforcing its centrality in global
financial networks. This extension of infrastructural power represents
a departure from Mann’s originally territorial-bound perspective, demonstrat-
ing how, in a globalised context, state power is intricately linked to specific
tinancial and infrastructural dynamics that transcend the ‘territorial trap’
(Agnew 1994), which views the state as a fixed territorial entity.

Crucially, this networked infrastructural power of the Cayman Islands plays
a pivotal role in strengthening the centrality of the US in global financial
networks. This, in turn, influences the development and structuring of regula-
tions to better serve the evolving needs of global financial networks centered
on the US, creating a symbiotic relationship between the US and the Cayman
Islands (Interview I). Moreover, the tax-neutral status and robust legal frame-
work of this OFC attract a diverse array of financial activities, from hedge
funds to corporate financing structures, which are predominantly driven by
US financial interests. This reinforces the Cayman Islands’ role in global
finance and, by extension, strengthens the central position of the US within
global financial networks, as this financial centre is ‘much more US-focused’
(Interview I) than others.

Starting from this point, it could be argued that the infrastructural
power of the Cayman Islands operates transnationally through networks
that facilitate capital flows, as well as the institutional, legal, and tech-
nological arrangements structuring these flows (see Green and Gruin
2021). This perspective allows us to view the relationship between the
US and the Cayman Islands as ‘spatially embedded, relational structures
that advance specific interests and curtail others, enduring over time’
(Hall et al. 2023, 924). These relational structures help shape infrastruc-
tural power by advancing specific interests. Specifically, as this OFC
represents a significant site of financial and legal infrastructures
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designed to create new opportunities for financial services development
on a global scale (Hall et al. 2023), it aids in the transnational market-
making process for US finances. Therefore, the Cayman Islands repre-
sent a space where state-finance nexus is reworked in significant ways
that are ‘co-constitutive of the international financial system’ (Hall 2023,
1243). This is why the infrastructural power of the Cayman Islands is
analysed through the lens of global relations embedded within different
national territories (Green and Gruin 2021; Sassen 2008), where power
asymmetries prevail and shape markets (Hall et al. 2023). The Cayman
Islands thus create a space for action for the US. This OFC provides the
facilities within which the relational and spatial reorganisation of global
political power - through centrality in global financial networks - takes
place. As the US’ centrality in financial networks is embedded in
a different geographical space, this OFC develops extensive structural
linkages that support the strategic control exerted by the US. This
transnational relationship highlights that infrastructural power can no
longer be perceived as territorially bound but as the result of complex
interdependent patterns through which a state’s power is now tied to
global institutional peculiarities. In other words, state agency and poli-
tics are no longer solely contained within a state’s formal territorial
jurisdictions (Haberly 2011; Lai 2023), underscoring the need to advance
the understanding of the transnational and networked character of
infrastructural power. In this new geopolitical reality, it can be argued
that states, especially the US, are politically rooted in transnational
networks, which renew their ability to pursue and strengthen power
ambitions on a global scale (Haberly 2011).

Based on these observations, the Cayman Islands possess infrastructural
power because it houses international networks and the infrastructural capa-
cities through which transnational USD-denominated and US-influenced
financial products, vehicles, funds, and practices are developed and circulated,
thereby enhancing the centrality of the US. Continuing along this trajectory,
this paper also posits that the infrastructural power of the Cayman Islands is
leveraged by the US, but it is not a direct source of this power, aligning with the
argument put forth by Green and Gruin (2021) in the case of London and
offshore RMB centres.

Two crucial observations emerge here. First, the relationship between
the US and the Cayman Islands should not be viewed in terms of
subordination but rather coordination and preservation. Both entities
uphold their political autonomy while striving to efficiently achieve their
respective political objectives. For the US, this pertains to maintaining
centrality in financial networks, as previously argued. For the Cayman
Islands, it may involve increasing budgetary revenues, maintaining glo-
bal influence, or other motives, as this OFC understands that its
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jurisdiction is its most valuable resource for development (Hudson
1998). Thus, the two states share a spatially embedded relationship
where the objective is coordination towards the optimal functioning of
legal and financial infrastructure, coupled with the preservation of that
infrastructure by mitigating stringent regulations or other events that
could disrupt it.

The second observation leads to the argument that the infrastructural power
of the Cayman Islands can also create vulnerabilities for the US state power.
Understanding this vulnerability is straightforward: any disruption to the
Cayman Islands’ infrastructure can delay or even adversely affect the US
centrality in global financial networks, as it could negatively impact the
liquidity and depth of US capital markets. When this centrality is compro-
mised, the US may lose certain influential capabilities on a global scale. For
example, it has been argued that any problem faced by the Cayman Islands
that affects its financial and legal infrastructure would have a significant
impact on the US, at least in the short term. This is because many investments
would become fragmented, legal structures would need to change, and there
would be challenges for foreign lawyers and investors adapting to the use of
different legal vehicles from other jurisdictions, among other issues
(Interview 4). This would impact liquidity in US capital markets.” Currently,
the flexibility of legal structures is what enables this OFC to become and
remain a conduit for the US and other states as well (Interview 4). This
confirms that infrastructures are also a source of power, capable of expanding
an authority’s range and capacity to extract income and wealth, as well as
global political authority (Hall et al. 2023). Specifically, as this centrality is
linked to another geographical space, it renders the US more vulnerable to
malign interference by competitors (Schindler et al. 2024), hence the need to
preserve the Cayman Islands’ infrastructure through lax regulatory
frameworks.

As such, it is this very infrastructural power wielded by the Cayman Islands
that leads to a greater reluctance in supporting deep regulatory measures that
could impact the financial position of certain US financial institutions in the
Cayman Islands (Rixen 2013). This reluctance could also explain why the well-
established body of laws addressing the international governance of financial
institutions and their cross-border activities operates as non-binding soft law
with a persuasive compliance pull (Chiu 2022). This soft law originates from
international bodies involving networked actors from the public sector, such
as the Basel Committee on Banking Supervision or the Financial Stability
Board (FSB). However, these institutions are perceived as being under the
influence of the US. As a result, some authors have shown that the market-
friendly nature of pre-crisis international financial standards has not been
significantly overturned (Helleiner 2014). This aligns with the argument that
in times of stress and crisis, major powers assert their authority over
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transnational financial processes and actors (Drezner 2007; Armijo, Tirone,
and Chey 2020). This in particular demonstrates a feedback loop in which the
US influence is amplified through the infrastructure of the Cayman Islands,
and this very influence enables the US to safeguard its central position.

Another author argues that transnational networks or regulations have
begun to exert autonomous influence (Sharman 2010). However, this author
also concludes that we are still dealing with a form of soft law and that ‘this
pusillanimous attitude is the result of powerful vested interests in core states’
(Sharman 2010, 15). This underscores that international financial regulations
reflect more intergovernmentalism than institutionalism, driven by incentives
from financial institutions as well as state preferences and agendas (Chiu
2022). Specifically, the current focus is on gaining geopolitical advantages
through finance rather than addressing the geopolitical risks inherent in
financial globalisation (Chiu 2022).

Moreover, post-GFC, the changes at the international level involved mod-
iftying the mandates or compositions of existing regulatory agencies, such as
the transformation of the Financial Stability Forum into the FSB, or providing
additional resources to the IMF. However, no new international agencies were
established, and existing ones lacked the authority to make binding decisions
for market actors (Mayntz 2012). Specifically, the FSB lacks formal powers and
primarily focuses on international policy coordination, without substantial
means of enforcement (Rixen 2013). Furthermore, as early as 2013, it was
argued that onshore regulations, particularly from the US, ‘have largely pre-
vailed in convincing international bodies like the IMF to adopt assessment
methods that do not adequately describe offshore regulations because their
methods focus on regulatory inputs rather than regulatory outputs’ (Morriss
and Henson 2013, 427). This is significant as input-based evaluations primar-
ily centre on the resources allocated to regulatory efforts rather than their
outcomes, such as problems prevented. Despite these considerations, input-
based evaluations remain the primary method for assessing the adequacy of
regulatory regimes in the Cayman Islands and other similar regions.

Additionally, it was argued that the US comprehensively understands the
activities of the Cayman Islands, and if any action were detrimental to US
interests, the US would not permit the Cayman Islands to operate as it
currently does (Interview 1). This view was shared by Interviewee 4, who
argued that the US consistently exerts political influence as long as regulatory
changes in the Cayman Islands can affect its interests. This is largely because
the US seeks to uphold its pivotal position in global financial networks,
currently supported by the Cayman Islands. Therefore, if the Cayman
Islands were to enact any legislation affecting the US financial institutions’
ability to manage funds or develop structured financial instruments, it would
face opposition through various means. This would not be unprecedented. For
instance, in the 1980s, anti-money laundering legislation was introduced in the
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Cayman Islands under US pressure, with an ultimatum issued: “You need to
have this or we will no longer allow any banking transactions with the Cayman
Islands’ (Interview 1). The second interviewee also stated that ‘there’s abso-
lutely no doubt that the US (...) global organisations influence Cayman
regulation, because they can very easily, and they have, they've imposed
restrictions on what investors can do’. Therefore, given that the Cayman
Islands hold infrastructural power regarding the centrality of the US in global
financial networks, the US makes efforts to preserve the current regulatory
regime.

In summary, while Michael Mann’s concept of infrastructural power, along
with its further application in the literature, has traditionally focused on state
control within territorial boundaries, the increasing integration of state and
financial power within transnational networks calls for an expanded frame-
work. The concept of infrastructural power discussed in this paper redefines
this idea by emphasising its transnational and network-based dimensions,
which are crucial for understanding how states maintain financial network
centrality. This paper introduces a novel perspective, arguing that state infra-
structural power is essential for sustaining financial dominance in a globalised
world. By leveraging global financial hubs like the Cayman Islands, states can
extend their influence beyond national borders, shaping global financial
dynamics in ways that reinforce their geopolitical power. This transnational
approach is vital for capturing the full scope of how modern states exert
influence in the global financial system.

The Transnational and Networked Role of the Cayman Islands for US
Finance: An Empirical Overview

The role of the Cayman Islands in global finance has regained scholarly
attention since the GFC, as previously discussed. This renewed focus is due
to the Cayman Islands’ prominent position within the shadow banking system,
where a substantial portion of these activities was concentrated (Beaverstock,
Leaver, and Tischer 2023; Fichtner 2016; Haberly and Wéjcik 2017). The
situation also highlights the longstanding importance of the Cayman Islands
in global finance, a role recognised since 1995 when it was noted that this OFC
occupied a critical position ‘at the nexus of the circuits of fast and fungible
financial capital’ (Roberts 1995, 237).

There are several factors explaining how the Cayman Islands have come to
play a significant role in global finance. Some authors argue that this role is the
result of a collaborative policy-making process with transnational actors such
as US and British banks and lawyers (Fichtner 2016). A notable example is the
role played by Maples & Calder, founded by two British lawyers, which,
together with the Bank of England, developed the Cayman Islands Monetary
Authority (CIMA) legislation based on common law (Fichtner 2016; Freyer
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and Morriss 2013). Common law is important because it facilitates specific
financial transactions like securitisation (Wainwright 2011). It was argued that
this gave the Cayman Islands a first-mover advantage with good and robust
structures (Interview 2). Moreover, the Cayman Islands leveraged the experi-
ence of other British Overseas Territories (BOTSs) to position itself at the core
of global finance. An example of this is Bermuda. As illustrated by Interviewee
2, Bermuda managed - before the Cayman Islands reached its current promi-
nence - to pass certain laws regarding reinsurance services. As a result, many
reinsurance companies relocated to Bermuda. In response, the Cayman
Islands realised it had missed the opportunity to engage in this market, so it
shifted focus and passed laws that allowed the hedge fund industry to expand,
leading to massive growth (Interview 2). This resulted in an impressive
increase in the number of hedge funds in the Cayman Islands, making it by
far the most important centre for such funds (Fichtner 2016). However, it has
been argued that luck also played a role (Interview 2). This is because the
hedge fund industry is extremely relevant for global finance, positioning the
Cayman Islands at the centre of global capital flows and strengthening its
relationship with the US. Furthermore, this ‘lucky’ situation enabled the
Cayman Islands to attract skilled, experienced professionals in both financial
and legal services. This situation has also been described in terms of a self-
tulfilling prophecy, as the more funds you take, the more expertise develops,
the more professionals come to deal in those funds, and this makes it a centre
of excellence (Interview 3). That is why there is now an advanced division of
labour among specialised firms, facilitating the innovation and advancement
of increasingly complex asset classes or investment vehicles, as these invest-
ment opportunities are now socially constructed through the (re)combination
of financial, human, and legal resources (Bassens and Van Meeteren 2015,
2018).

However, for Interviewee 4, in addition to all these aspects, it is important
that regulators and lawyers around the world are very familiar with the
regulatory regime of the Cayman Islands. They know this OFC has legitimacy
and political and legal stability, which facilitates its role as a global conduit. As
such, it was argued that, compared to other BOTs, the Cayman Islands have
another leverage: namely, the structural setup and the ease with which some-
one can establish a financial vehicle in the Cayman Islands for investments in
the US. Therefore, Interviewee 4 argued that ‘we are not doing anything with
that money except, in the middle, managing it in such a way that it’s going to
the right place from the regulatory perspective’.

This has helped create a ‘very defensible position’, in the sense that if
someone tries to set up a fund or a ‘vehicle somewhere else in the world,
they go to the lawyers and the lawyers are unfamiliar with fund vehicles,
whereas Cayman lawyers are very familiar’ (Interview 2). As such, the
Cayman Islands have managed to pass laws and develop a functional
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framework that has favoured the main vehicles or funds in global finance over
the last 30 years, such as hedge funds, unit trusts, or private equity funds
(Interview 2). Not surprisingly, all these vehicles or funds, especially hedge
funds, represent a US industry, with two-thirds of them being managed by
a US investment manager (Fichtner 2016). Although they are based in the
Cayman Islands, they are primarily used for exposure to US capital markets.
This means that for the Cayman Islands, it becomes profitable to act as
a conduit between certain global regions, such as Asia or Latin America, and
the United States, which it currently does (Interview 1).

Continuing on this line, it is argued that the Cayman Islands have managed
to develop a framework specific to other global regions as well, possibly with
the intention of strengthening its role as a conduit, especially concerning the
Asian market. For instance, the Cayman Islands developed the so-called unit
trusts, which have become the primary vehicles used by Japanese investment
managers and investors. These are heavily used because they have a structural
similarity to domestic Japanese investment trusts, can be deployed quickly,
and are treated as tax-exempt (Klein 2023). Moreover, US managers seeking to
obtain capital from Japanese institutional investors use such unit trusts in the
Cayman Islands (Klein 2023), which organically leads to increased market
liquidity in US capital markets. This is important because Japanese portfolio
investments in the Cayman Islands reached $600 billion at the end of 2022
(Klein 2023). This perception is reinforced by Interviewees 1 and 2.
Interviewee 1 notes that Japan channels a lot of investments to the United
States, either directly or via the Cayman Islands’, and adds that ‘the Cayman
Islands have become popular mainly because it offers investment trusts’.
Interviewee 2 further emphasises that ‘Cayman flows a lot of funds, cash,
investment, and assets into the US’.

Furthermore, as stated by Interviewee 3, the Cayman Islands help US
financial entities remain internationally competitive by using these legal
structures, such as gaining access to certain markets, pulling investors from
around the world through US vehicles, and then investing. Moreover, it has
been argued that the Cayman Islands are important because this OFC repre-
sents a jurisdiction where investment can be pooled together in a tax-neutral
environment (Interview 5) and then directed to other jurisdictions. This is
highly significant because any investor or investment fund wanting to invest in
the US may lack the legal expertise to do so directly in the US, as each US state
has a somewhat different legal regime. For example, a Cayman vehicle is very
helpful because it reduces complications related to taxes and other issues.
Taxes are still paid eventually, but it makes it easier to pool all the investors
together and make the investment (Interview 3). That is why the Cayman
Islands also operate on an outsourcing model (Interview 5), where invest-
ments are pooled, funds are managed from elsewhere, and then channelled to
the US and beyond. In this way, this OFC addresses this issue because not only
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it allows investment in the US through a neutral jurisdiction with top expertise
in investment vehicle management and development, but it also assists the US
by attracting investments from wealthy individuals around the world
(Interview 3). This is why it has been directly stated that many investments
in the Cayman Islands are made ‘to get access to the US market’ (Interview 1),
although this outcome is not obligatory. Therefore, the legal and financial
infrastructure of the Cayman Islands is essential because what is typically
needed is a neutral structure, a neutral entity so that investors from around
the world can invest (Interview 2). This neutrality is exactly what the Cayman
Islands offer. That is why all interviewees stated that the Cayman Islands
regulate the funds and legal structures but not the fund managers and foreign
investors, who can be from anywhere. This underscores once again the role of
this OFC as a global conduit through its infrastructure.

These observations are empirically supported by data from the CIMA, US
Treasury, and IMF CPIS, which will be the focus of this section. For instance,
at the end of 2022, the US Treasury provided a survey detailing the value of US
portfolio holdings of foreign securities by country. Specifically, these portfolio
holdings refer to securities held by US investors or financial institutions that
are issued in the Cayman Islands. The total market value of these holdings was
approximately $14 trillion, distributed among foreign equity, foreign longer-
term debt securities (with a term-to-maturity in excess of one year), and short-
term debt securities. Table 1 highlights that the Cayman Islands represent
a crucial hub for US investments, with the market value of portfolio holdings
of foreign securities in the Cayman Islands being higher than that of the UK
and Canada combined (US Treasury 2023), which hold the second and third
positions, respectively. The significant portfolio holdings of Cayman Islands-
issued securities by US investors play a crucial role in enhancing the depth and
liquidity of US capital markets by increasing trading volumes and broadening
the range of tradable assets within these markets.

This value has doubled since 2017, when the value of these assets was just
$1.31 trillion (CIMA 2018), demonstrating the strengthening financial rela-
tionship between the US and the Cayman Islands in recent years. Moreover,
a close analysis of the data provided by the CPIS for the end of 2022 reveals an
even more significant role for the Cayman Islands. Specifically, examining the
top 10 destinations for portfolio investment assets from the Cayman Islands to

Table 1. US portfolio holdings of foreign securities by country at the end of 2022.

Country Total (in $tn) Equity Total debt Long-term Short-term
Cayman Isl. 2.65 1.92 732 724 8
UK 1.39 976 422 390 32
Canada 1.24 734 510 396 114
Japan 1.09 845 245 186 60
Ireland 777 678 98 79 20

Source: Author’s representation based on CPIS and US Treasury data.
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other countries shows that investments from the Cayman Islands to the US
represent 68% of these investments, totalling $1.96 trillion. The next highest
destinations are Japan, with $168 billion and 6% of total investments, and
China, with $105 billion and 4% (IMF CPIS 2022). This data underscores the
Cayman Islands’ role as a conduit for the US, further proving the assertion that
the Cayman Islands serve as a gateway for foreign investors into US capital
markets, particularly with respect to the Asian region and Japan (Klein 2023),
as well as Latin America and other countries (Interview 3). It has been argued
and proven that when excluding investments in long-term US Treasuries, the
Cayman Islands is the largest holder of US securities in the world (Fichtner
2016).

However, this is not the only data that matters in the relationship between
the US and this OFC; what is important is the fund industry. For instance, at
the end of 2022, the aggregate ending net asset value (NAV) for Cayman
Islands-domiciled funds was approximately $7.94 trillion. The total value of
assets (not just the ending NAV) was even higher, around $12.4 trillion.
Additionally, at the end of 2022, there were approximately 28,849 funds
registered with the CIMA, with private funds being the most significant
category, accounting for 15,854 funds (Christophers 2022b). An analysis of
24,797 funds revealed the location of investment managers and their ending
NAVs. Therefore, Table 2 captures the top four jurisdictions from the per-
spective of ending NAVs.

It can thus be observed that over 40% of all funds in the Cayman
Islands are managed from the US. When comparing the ending NAV of
these funds, the situation appears even more advantageous for the US,
with the ending NAV of Cayman-domiciled funds managed by a US
investment manager representing approximately 55% of the total value
of ending NAVs of all funds in 2022. This percentage has consistently
been above 50%; for example, it was 52% in 2019 and 54% in 2021,
reflecting a continuous increase. When measured by net assets, the top 5
investment manager locations show significant dominance by the US,
with New York, California, and Delaware, alongside Japan and the UK,
being the main locations. Thus, three of the top five locations are in the
US alone (Christophers 2022a). Furthermore, in 2024, it was stated that
over 65% of all Cayman-domiciled funds are managed by a US

Table 2. The location of investment managers and their ending

NAVs.

Country Number of funds Ending NAV (in $tn)
United States 10779 441
Cayman Islands 1980 0.507

Hong Kong 1700 0.304
United Kingdom 1324 0.593

Source: Author’s representation based on CIMA data.
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investment manager (Rossiter 2024). This location matters because it
typically influences the geography of held assets, with a well-known
concentration of these funds in the US and only a small percentage in
Europe, the UK, or the Asian region since 2013 (Fichtner 2016).
Specifically, funds and vehicles domiciled in the Cayman Islands are
typically used to invest in the USD-denominated financial instruments
or in US-based financial institutions, benefiting from the OFC’s robust
infrastructure and tax-neutral status. Therefore, given the high number
of funds in the Cayman Islands managed from the US, and the fact that
the Cayman Islands is the largest holder of US securities in the world,
the liquidity and depth of US capital markets are considerably increased.
This, in turn, helps strengthen the centrality of the US in global finan-
cial networks.

However, the Cayman Islands do not hold strategic importance for the
United States only in terms of funds. The same significance is evident in
the case of certain financial structured products, such as collateralised loan
obligations (CLOs). The Cayman Islands Exchange (CSX) has continued to
serve as a crucial listing hub for USD-denominated CLOs even after the
GFC, as noted by Beaverstock, Leaver, and Tischer (2023). CLOs are
structured as offshore special purpose vehicles (SPVs). They are primarily
issued in the Cayman Islands with a co-issuer in Delaware. These CLOs
issue debt and equity tranches, which are used to purchase US corporate
bonds and other underlying loans. These bonds and loans are then placed
with a US bank acting as a trustee (Liu and Schmidt-Eisenlohr 2019). The
CLO market has experienced rapid growth in recent years, with CLOs
increasing from $264 billion in 2011 to $617 billion in 2018 (Guse et al.
2019). The focus on the US is due to the global production of USD-
denominated CLOs, with $457 billion issued in the Cayman Islands,
according to Fed reports (Liu and Schmidt-Eisenlohr 2019). Additionally,
in 2020, 57 CLOs, consisting of syndicated loans as underlying assets, were
listed on the CSX, with 89% of them being issued in the Cayman Islands
and co-issued with a Delaware entity (Lazier and Cornett 2022).
Consequently, the Cayman Islands serve as the primary hub for CLOs,
with these financial flows directed towards the US. Insurance companies
hold the majority of these instruments (27.7%), followed by mutual funds
(15.5%) and US banks (15%) (Liu and Schmidt-Eisenlohr 2019). In 2023,
Maples Group, the largest offshore CLO issuer firm, participated in the
development of over 140 US CLOs, significantly surpassing the value of
these products in 2020 (Group 2023). Thus, the importance of this instru-
ment has been on the rise again since the GFC, with a significant portion
once more influenced and held by financial institutions in the US.

In summary, the complex and specialised infrastructure of the Cayman
Islands not only facilitates substantial investment flows into US capital
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markets — as it is thoroughly permeated by US financial interests — but also
enhances the centrality of the US within the global financial network. As such,
transnational networks and state power can reinforce each other, as demon-
strated by the ability of the Cayman Islands to reinforce the US centrality and
the geopolitical advantages that this centrality provides.

The Geopolitical Implications of the Cayman Islands for the US State
Power: A Global Financial Networks Centrality Approach

The previous section examined the infrastructural power of the Cayman
Islands through a networked and transnational lens in relation to the US. To
clarify the theoretical argument, this section will explore the outcome of this
infrastructural power, specifically the reinforcement of US centrality in global
financial networks and the geopolitical effects that stem from this centrality. In
this context, a network refers to a structure composed of interconnected
(financial) systems or nodes, linked by material or social connections, result-
ing in interdependence within the overall network. In complex networks, there
exists a meaningful topology, indicating a distribution of connections where
certain systems or nodes have more links than others, thereby dynamically
influencing the network’s performance over time (Winecoff 2020). There is
a consensus that the US is the most well-connected hub in financial networks,
meaning it holds centrality (Emmenegger 2017; Korniyenko et al. 2018; Oatley
et al. 2013; Winecoff 2020). This consensus forms the basis of the analysis in
this section, highlighting that this centrality - while undeniable - is not self-
sustaining but is transnationally influenced by other jurisdictions.

To further build the argument, this discussion begins by examining the
evolving role of states on the global stage, with a focus on controlling net-
works, described in terms of interconnectivity and interdependence (Schindler
et al. 2024). Control over these (financial) networks — achieved in this context
through the Cayman Islands — enhances US state power on a global scale,
bringing certain geopolitical benefits (Armijo, Tirone, and Chey 2020; Kahler
2009). This argument is supported by the idea that those with high centrality
in networks have the ability to exert influence over the system of which they
are at the core (Winecoff 2020).

To articulate this argument, this paper begins with the concept of the state-
finance nexus. In this context, the state-finance nexus refers to the dynamic
relationship between the state and the financial system, both within a given
country and on a global scale, and how these entities may collaborate or
compete in shaping economic and geopolitical outcomes. Within the dis-
course on the state-finance nexus, two major perspectives emerge. The first
posits that finance exerts a capturing influence due to its structural power,
implying that the state is guided by finance (Engelen, Fernandez, and
Hendrikse 2014). In contrast, other scholars argue that finance does not
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constrain the power and actions of states; rather, states actively embrace
financial instruments and vehicles as tools of political statecraft (Lai 2023),
suggesting that finance contributes to the growth of state power. Specifically,
finance, as a whole, does not elude state control but can be perceived as
a mechanism through which state power is in flux (e.g., Hall 2023). This
paper adopts the second approach, examining the role of finance from
a network-based and transnational perspective in the augmentation of US
state power on a global scale. Accordingly, this section aims to highlight the
role of finance in enhancing state power globally, aligning with the new
‘geopolitics of connectivity’ (Flint and Zhu 2019; Schindler et al. 2024),
where state power and conflicts are no longer state-centric but increasingly
driven by connectivity within global networks (Farrell and Newman 2019).

Therefore, the legal and financial infrastructure of the Cayman Islands
reinforces the centrality of the US. This centrality not only solidifies the
position of the US in the global economic landscape but also amplifies the
influence and capabilities of the state on the geopolitical stage (Armijo, Tirone,
and Chey 2020). The Cayman Islands, acting as a financial factory, fortify the
overarching power of the US in the complex realm of global finance, enabling
it to centralise control not only in finance but also in other networks
(Schindler et al. 2024). This occurs because a state with a well-developed
capital market, like the US, perpetuates its influence by consistently attracting
foreign financial institutions and individuals to trade and conduct business
within its domestic capital market (Armijo, Tirone, and Chey 2020). A key
reason for this is related to creditors, who generally maintain stable asset
allocation across foreign markets, making minor adjustments at the margin
rather than liquidating significant portions of assets in one country to move
them to another (Oatley et al. 2013).

And here lies the significance of this centrality. It is well-known in the
literature that a central position in global financial networks can enhance
a state’s direct influence over foreign actors (Armijo, Tirone, and Chey 2020;
Kahler 2009). Specifically, this centrality provides the core country with sub-
stantial influence and control over critical outcomes within the system
(Winecoff 2020). Drawing from this perspective (Kahler 2009), this paper
argues that a domestic financial system occupying a central role in global
financial networks equips the government with certain capabilities that are
absent in other state actors, particularly those on the periphery. The literature
presents a compelling argument that positive feedback mechanisms within
financial networks will sustain the US’ centrality in these networks for the
foreseeable future (Oatley et al. 2013). This results in a disproportionate
distribution of influence, with the central hegemon - the US - holding more
sway than others (Oatley et al. 2013). In this context, the US gains the
relational ability to impose its will over another actor’s will (...) on the
basis of the structural capacity of domination embedded in the institutions
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of society’ (Castells 2011, 775). Building on this observation, the hierarchical
nature of financial networks can be further emphasised. For instance, each
social and economic structure has its own power dynamics. In global capital-
ism, global financial systems have the final ‘word’, and this ‘word” °(...) is
usually spoken in the language of the U.S. Treasury Department, the Federal
Reserve Board, or Wall Street’ (Castells 2011, 775). This indicates that the US
financial system serves as the financial epicentre to which most other domestic
financial systems are connected, given the complexity and depth of this node
(Oatley et al. 2013). Additionally, the attractiveness of US capital markets,
supported by their liquidity, enhances the country’s soft power. Specifically, as
global investors engage with USD-denominated instruments, the US gains
influence in international financial diplomacy (Armijo, Tirone, and Chey
2020). Financial diplomacy refers to the effective management of financial
relationships at the international level through which states conduct their
foreign relations. This diplomacy involves multiple actors who are actively
engaged in negotiations and decision-making processes aimed at improving or
controlling the financial system (Joudar and Dinar 2022). It is argued that the
IMF and the World Bank are the most dominant and influential institutions
that ensure a form of financial diplomacy, and these institutions fall within the
sphere of influence of the US. Specifically, financial diplomacy involves coor-
dinating macroeconomic policy, investment regimes, and banking regulations,
but given its centrality, the US now holds a privileged role in a wide range of
negotiations (Smart 2018). This is also because financial transactions facili-
tated through the Cayman Islands’ infrastructure are conducted in USD,
further enhancing the global role of the currency. This, in turn, allows the
United States to exert greater soft power globally.

But it is not just that. This centrality, in turn, opens up new avenues
for the US to express its power. For instance, states with central financial
capabilities can implement sanctions against financial institutions in per-
ipheral countries (Armijo, Tirone, and Chey 2020). Additionally, they can
leverage the existing financial infrastructure to sanction other states or
financial institutions. More specifically, this influence extends to critical
financial technological infrastructure, such as the Society for Worldwide
Interbank Financial Telecommunication (SWIFT). Through these finan-
cial infrastructures, the US can gather information and control economic
flows, enabling it to enforce policy changes (Drezner, Farrell, and
Newman 2021). By shaping uneven financial and monetary relationships,
the US has the potential to exploit global networks of informational and
financial exchange for strategic advantages (Farrell and Newman 2019, I).
Moreover, this capacity provides the US with the means to adopt assertive
sanction policies at both the interstate and banking levels. For instance,
‘unilateral US security sanctions now have to be implemented and
observed by banking institutions around the world, even if the
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transactions do not touch upon US territory’ (De Goede and Westermeier
2022, 2). This was evident in the conflict initiated by Russia in Ukraine
when the US led the decision to deny Russia access to its currency
reserves, the SWIFT payment system, and even the correspondent bank-
ing network (Schindler et al. 2024).

Equally, by playing a leading role in global financial networks, the US
has been instrumental in developing regulatory and resolution regimes
for Global Systemically Important Financial Institutions (GSIFIs)
(Armijo, Tirone, and Chey 2020; Germain 2016). Building on this
observation, it can be argued that a central position in financial net-
works enables a state to exert a form of financial governance, reflected
in its disproportionate influence over financial regulation (Armijo,
Tirone, and Chey 2020). This benefits domestic US financial institutions
and contributes to the (re)production of US state power through
finance. This was particularly evident after the GFC when the Cayman
Islands experienced a shift towards market-friendly regulation, as pre-
viously discussed (Rixen 2013).

As such, by having and leveraging network centrality, the US can gain
access to strategic inputs, ‘manage the circulation of information, exert
control over the wider division of labor, establish standards, and exclude
competitors’ (Schindler et al. 2024, 12). This is particularly significant
given the argument that the contemporary world capitalist economy is
predominantly network-based (Winecoff 2020). Therefore, centrality in
one network confers strategic advantages and power, representing
a source of hegemony (Schindler et al. 2024). This is precisely where
the importance of the Cayman Islands lies for the US capital markets
and, by extension, for the power of this state.

The Cayman Islands exemplify how infrastructural power can extend
beyond traditional territorial boundaries. Unlike Michael Mann’s focus on
state power within geographic limits, this paper highlights how the
Caymans’ legal and financial infrastructure - particularly its tax-neutral
vehicles and USD-denominated financial products - reinforces the cen-
trality of the US in global financial networks (Green and Gruin 2021).
This infrastructure not only facilitates substantial investments into US
capital markets but also acts as a conduit for funds from regions such as
Asia and Latin America. The relationship between the US and the
Cayman Islands illustrates a critical shift in state power dynamics.
Rather than being constrained by the ‘territorial trap’, where state
power is seen as fixed within national borders (Agnew 1994), the US
geopolitical influence is increasingly shaped by its ability to leverage and
influence transnational financial networks. The Cayman Islands’ role in
this network is not just supportive but strategically amplifies US power.
This dynamic shows how modern state influence is linked to global
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financial infrastructures, enabling the US to assert its geopolitical author-
ity more effectively.

Thus, the case of the Cayman Islands underscores the transformation of
infrastructural power in a globalised context. By transcending traditional
territorial limitations, the US harnesses the Cayman Islands’ robust legal and
financial systems to enhance its global position, illustrating how state power is
increasingly tied to global infrastructural dynamics.

Concluding Remarks

This paper explores the complex financial relationship between the US and
the Cayman Islands, illustrating how this connection exemplifies the
broader theory of infrastructural power achieved through transnational
and networked strategies. The legal and financial infrastructure of the
Cayman Islands is pivotal for global financial institutions, especially those
based in the US. This infrastructure underpins a US-centric fund industry,
channelling substantial investments into US capital markets. Acting as
a global conduit, the Cayman Islands attract funds from regions such as
Asia and Latin America into US markets, streamlining the process for
foreign investors to hold US securities and supporting the development of
complex USD-denominated financial products. As such, this analysis
underscores the Cayman Islands’ role in enhancing the liquidity, complex-
ity, and depth of US capital markets. This role reinforces the centrality of
the US within global financial networks, securing its position as a dominant
tinancial hub. Such centrality endows the US with substantial geopolitical
influence, enabling it to engage in financial diplomacy, impose economic
sanctions, shape global financial regulations, and control critical financial
infrastructures.

This paper also enhances the understanding of state infrastructural power
within the framework of network-based financial globalisation. Specifically, it
argues that infrastructural power transcends traditional territorial boundaries,
as demonstrated by the Cayman Islands’ impact on US financial dominance.
This transnational collaboration illustrates how contemporary state power
functions within and through global financial networks. Moreover, this ana-
lysis highlights the evolving nature of state and financial power in the context
of increasing networked and transnational dynamics. These networks often
concentrate power within their central nodes, reinforcing the pre-existing
hierarchies of global influence. In this framework, infrastructural power
plays a crucial role: it is through control and leverage over these intricate
networks that dominant states, particularly the United States, enhance and
solidify their influence.

Finally, by analysing the US-Cayman Islands relationship, this paper reiter-
ates the critical role of OFCs in global finance. It illustrates how OFCs, such as
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the Cayman Islands, are essential to the strategic operations of major financial
powers. The findings indicate that the capacity of states to use transnational
and network-based financial infrastructures is vital for sustaining and aug-
menting their global economic influence. These evolving dynamics signify
a shift in global power structures, where state agency is increasingly exerted
through complex, interconnected financial networks rather than confined to
traditional territorial boundaries.

Notes

1. Although they share the same name, the ‘global financial networks’ discussed in this
paper differ from Haberly and Wojcik (2022)°s concept by focusing specifically on
offshore financial centres (OFCs) and employing standard network analysis to reveal
the structural positions of states and industries (Winecoff 2020).

2. Market liquidity refers to the ease with which an instrument it is traded, whereas the
funding liquidity refers to the ease with which financial institutions obtain funding
(Brunnermeier and Pedersen 2009).
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Appendix 1: List of interviews (all Caymans-based)

(1) Research institution, 10 May, online (Zoom meeting).

(2) Investment Professional, 21 May, online (Zoom meeting).

(3) Regulatory and Management Consultant, 31 May, online (Zoom meeting).
(4) Global Head of Insurance, 14 June, online (Teams meeting).

(5) Head of Tax Reporting Services, 14 June, online (Zoom meeting).
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