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Introduction
This briefing paper provides a high-level overview of the current status of the Brexit negotiations and discusses a number of
key issues which arise in relation to financial services.

Status of the political negotiations
On 15 December 2017, the European Council decided that the progress achieved during the first phase of negotiations was
sufficient to move to the second phase related to transition and the framework for the future relationship.
The European Council agreed to start negotiating a transition period for inclusion in the Withdrawal Agreement, emphasising
that the transitional arrangements should be clearly defined and limited in time. The European Parliament has also recognised
that transitional arrangements are necessary. On 29 January 2017, the General Affairs Council (GAC) adopted negotiating
directives on the transition period which mandated the European Commission to start discussions with the United Kingdom
on this matter.
Many market participants have called for a swift conclusion to these negotiations, with clarity on the details of such a
transition by the end of March being desirable to avoid further market uncertainty.
The future economic relationship between the EU and the UK is expected to be the subject of further guidelines to be
approved at the next meeting of the European Council on 22-23 March, leaving just a few months for agreement on a
framework for the future relationship alongside the Withdrawal Agreement.
While negotiations on the future relationship have not yet formally commenced, a number of initial positions and statements
have been put forward. Prime Minister Theresa May has so far ruled out the UK remaining a member of the single market
and has expressed a desire to negotiate a close economic relationship through a free trade agreement covering goods and
services. The EU negotiation team, led by Michel Barnier, has made statements indicating that he views the Canadian free
trade agreement (CETA) as the most appropriate starting point for the future relationship with the UK in light of the UK
government’s conditions. The European Parliament has raised the possibility of an association agreement as the basis for
the future relationship. The choice of model will have significant implications for the future relationship and the progress
of negotiations over the next few months will therefore have important implications for the future of financial services in
Europe.
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Impact on financial services
Brexit raises profound questions for the future of Europe’s capital markets. The UK is the EU’s largest financial centre with
the City of London providing access to global markets for businesses across Europe. Many financial services firms have used
the UK as a hub to service European markets, relying on single market passports to do so. This has led to a very high degree
of interconnectivity between the UK and EU27 markets, with for example 46% of the EU’s equity capital raised through UK
capital markets, 49% of global OTC interest rate derivatives trading executed in the UK and over one-third of EU assets
under management being managed in the UK.
Without a new trading relationship involving the UK remaining in the single market (which appears to be politically unlikely
given the statements of the UK government), existing single market passports for financial services will end. Financial
services firms are undertaking extensive planning to seek to maintain service to clients in different scenarios. Faced with no
clarity on the future relationship between the EU and the UK, market participants are having to develop contingency plans,
and take important decisions amid considerable uncertainty.
Industry participants and businesses have highlighted that the current negotiations on a transitional period are a key priority
to:
• provide time for an orderly adaptation to the new framework for the future relationship;
• avoid “cliff edge” risks; and
• enable businesses to avoid or minimise disruption to their financing and risk management activities.
Supervisory cooperation agreements are a basic starting point for the rules that underpin the flow of cross-border business
in financial services between the EU and third countries. In parallel to discussions on a transitional arrangement, EEA and
UK regulators need to prepare co-operation arrangements to ensure these are in place in the event that negotiations on a
transition do not yield an agreement that would avoid a “cliff edge”. Irrespective of the political negotiations, close regulatory
cooperation will be important to maintain financial stability.
While financial services firms are carrying out their plans to adapt to the UK leaving the single market, a number of issues are
likely to require legislative or regulatory intervention to ensure an orderly withdrawal, provide clarity and maintain financial
stability. Areas of uncertainty include the ability, post-Brexit, for:
• clients and policyholders to continue to rely on services under existing cross-border contracts;
• firms to transfer personal data between the EU27 and UK; and
• EU27-based firms to access UK financial market infrastructure (and vice versa).
Brexit and the future relationship that is ultimately agreed will also raise important questions for the evolution of the EU’s
capital markets, including:
• the framework for regulatory cooperation and supervision;
• the degree of ongoing alignment between EU and UK regulation; and
• important EU legislative initiatives in the financial sector, such as the Capital Markets Union project and the ESAs Review.

Conclusion
With just over a year until the UK is due to withdraw from the EU, very significant uncertainty remains. While market
participants are adapting to put in place their plans to mitigate potential impacts, the outlook and implications for market
participants remain unclear.
This event provides an important opportunity to discuss some of these issues at a critical time for Europe’s financial industry.
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Financial Industry Committee
Aareal Bank
Accountancy Europe
Argus Media
Association for Financial Markets in Europe (AFME)
Banco Bilbao Vizcaya Argentaria (BBVA)
Banco Santander
Barclays
BlackRock
Chartered Financial Analyst – Institute (CFA)
Commerzbank AG
Crédit Agricole
Danske Bank
Deloitte
Depository Trust & Clearing Corporation (DTCC)
Deutsche Bank AG
Euroclear
Eurofinas - Leaseurope
European Association of Public Banks (EAPB)
European Banking Federation (EBF)
European Fund and Asset Management Association
(EFAMA)
European Money Markets Institute (EMMI)
European Mortgage Federation – European Covered
Bond Council (EMF-ECBC)
European Payment Institutions Federation (EPIF)
European Savings and Retail Banking Group (ESBG)
Federation of European Securities Exchanges (FESE)
Goldman Sachs International
HSBC
NEX Group
ING
International Swaps and Derivatives Association
(ISDA)
Insurance Europe
Intesa Sanpaolo
JP Morgan

KBC
KPMG
Liechtenstein Bankers Association (LBA)
London Stock Exchange Group (LSEG)
Nasdaq
NVB – Dutch Banking Association
PensionsEurope
PricewaterhouseCoopers
S&P Global
Société Générale
State Street
Swiss Finance Council
TheCityUK
UBS AG
UniCredit Group
Union Asset Management Holding AG
VISA Europe
Western Union International
Zurich Insurance Company
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Briefing notes are prepared by the Financial Industry Committee to the European Parliamentary Financial
Services Forum. For further information on the subjects raised in the briefs please contact the Chairman,
Members or Secretariat of the Financial Industry Committee.

Chairman Financial Industry Members
Peter de Proft, Director General, EFAMA
Rue Montoyer 47, B-1000 Brussels		
Tel: +32 2 513 39 69
E-mail: peter.deproft@efama.org 		

Secretariat

David Reed, EPFSF Director
2/4, Rond-Point Schuman, BE-1040 Brussels
Tel: +32 2 514 68 00
E-mail: secretariat@epfsf.org

4

