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Abstract: This paper analyzes the formation and development of the offshore market in the microscopic view.
First, from the theoretical framework of the formation of offshore financial markets, the paper analyzes the
development of the gravity model and the latest progress, and adopts basic gravity model for empirical analysis.
The results show that economies of scale, and cultural factors, tax arrangements, institutional and legal
environment are significant determinants for the formation of offshore financial markets, which explains the
formation of offshore financial markets in European, and the role in promoting low taxation arrangements and
money laundering factors on the formation of island offshore financial markets.

Key Words: Offshore financial market, gravity model, empirical analysis
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