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I t h as b een al m ost 1 8  m onth s since th e U nited 
K ing dom  ( U K )  voted to l eave th e E urop ean U nion 
(EU). Having submitted the Article 50 notification 
of  w ith draw al  in M arch  2 0 1 7 ,  th e U K  and E U  h ave a 
tw o- year p eriod to ag ree exit term s and estab l ish  a 
new ,  or transitional ,  arrang em ent.
Th is docum ent p rovides an overview  of  th e k ey p ol itical  m il estones 
to occur over the next five years, including: key dates for the 
neg otiation,  E urop ean C ouncil  m eeting s,  and up com ing  E urop ean 
and g l ob al  el ections.  Al ong side th is,  th e docum ent h ig h l ig h ts 
important regulatory considerations for financial institutions, 
which could impact firms’ Brexit programme planning. It is not an 
exh austive l ist,  b ut p rovides an outl ine of  th e intricacies th at l ie 
b eyond B rexit and any transitional  arrang em ent.  F inal l y,  B rexit 
is just one indication of wider uncertainty in Europe: conflicting 
p riorities and visions f or th e f uture in k ey countries w il l  determ ine 
its direction,  and b usinesses w il l  need to b e p rep ared to react 
to th ese.

I f  you w oul d l ik e to sp eak  w ith  us ab out any of  th e top ics 
discussed,  p l ease do not h esitate in contacting  a m em b er of  our 
B rexit team ,  outl ined at th e b ack  of  th is docum ent.  

L ia m  M c L a u g h l in
P a r t n e r  
U K  F inancial  S ervices B rexit S ol ution L eader

I n tro d u c tio n
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Th e U K  P rim e M inister h as indicated th at an im p l em entation 
p eriod of  around tw o years w il l  b e necessary p ost- B rexit.  
Nevertheless, the EU and the UK have around a year to finalise 
an exit deal  in order to ratif y th is at E urop ean and national  
p arl iam ents.

F urth erm ore,  th e U K  G overnm ent ( H M G )  h as sum m arised 
its p osition on a num b er of  areas of  th e neg otiation p rocess 
in a series of  p ap ers.  W h il st detail s on services are yet to b e 
p ub l ish ed,  th e U K ’ s starting  p osition on som e rel evant areas 
are:

Bes p o k e c u s to m s  a rra n g em en t
 ► E ncourag e g row th  via f ree and f rictionl ess trade in g oods w ith  

th e E U ,  w h il st al l ow ing  U K  to strik e new  indep endent trade 
deal s w ith  non- E U  countries.

 ► Al ternative p rop osal s of  a h ig h l y stream l ined version of  th e 
current E U - U K  custom s union,  or an entirel y new  custom s 
p artnersh ip .  Th e new  arrang em ent w oul d seek  to avoid 
adm inistrative b urdens or del ays.

E xc h a n g e a n d  p ro tec tio n  o f  d a ta
 ► M aintain al ig nm ent to m uch  of  th e E U ’ s reg ul atory structure;  

mutual recognition of data protection rules to ensure free flow 
of  data.

 ► Data flows with third countries with EU adequacy should be 
retained;  th is im p acts L ondon’ s status as an F S  h ub .

E n f o rc em en t a n d  d is p u te res o l u tio n
 ► D oes not rul e out continued j urisdiction of  th e E urop ean C ourt 

of  J ustice during  a transition p eriod.

 ► S ug g ests j oint com m ittees,  underp inned b y tech nical  g roup s,  
f or disp ute resol ution,  sup ervision,  and m onitoring .

T ra d e in  g o o d s
 ► G oods p l aced on th e sing l e m ark et b ef ore exit sh oul d 

continue to circul ate f reel y,  w ith out additional  req uirem ents 
or restrictions.

 ► N o restriction to p rovision of  services p ack ag ed w ith  g oods 
sh oul d underm ine an ag reem ent on g oods.

C ro s s - b o rd er j u d ic ia l  c o o p era tio n
 ► C ontracts sig ned p re- B rexit w il l  b e sub j ect to E urop ean rul es 

on courts and ch oice of  l aw .

 ► I t is not cl ear h ow  insol vencies and oth er contract 
continuity issues w il l  b e addressed.

24
L ab our P arty 
Conference:

2017

 ► P ol itical  considerations  ► B usiness considerations

I n s u ra n c e D is trib u tio n  D irec tiv e 
( I D D )

 ► Th e I D D  is a new  E U  directive th at 
im p acts insurance b rok ers ( or insurers 
th at g o directl y to m ark et)  com ing  into 
ef f ect in 2 0 1 8 .

 ► It requires all brokers at EU firms to 
b e ap p rop riatel y reg istered;  h ow ever,  
th ere is l ess cl arity on any activity 
outside of  th e E U .

 ► Th is creates som e uncertainty ab out 
what happens when the flow of trade 
crosses the EU border, and firms will 
need to m onitor any announcem ents in 
th is sp ace as it coul d im p act p ost- B rexit 
insurance b rok erag e.
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R ep a p erin g  c o n tra c ts
 ► I f  th e reg ul atory f ram ew ork  and 

p assp orting  th at al l ow s E U 2 7  
customers to access UK financial 
services ( and vice versa)  f al l s aw ay,  
firms may no longer be authorised 
to del iver existing  cross E U 2 7 - U K  
contracts.  Th ere m ay al so b e concerns 
th at cross- b order enf orceab il ity h as 
b ecom e m ore com p l icated.

 ► F irm s m ay need to rep ap er/ rew rite 
af f ected cl ient,  distrib utor and 
vendor contracts and/ or ag reem ents 
to transf er th em  to new  entities or 
restructure h ow  th ey op erate,  and 
m ak e th em  com p l iant w ith  p ost- B rexit 
reg ul atory standards.

 ► R ep ap ering  can b e a l eng th y p rocess 
and FS firms should prepare sufficient 
resources to com p l ete th e task  b ef ore 
M arch  2 0 1 9 .  F irm s sh oul d al so ensure 
th at any new  contracts entered into 
th at g o b eyond 2 9  M arch  2 0 1 9  rem ain 
op erative p ost- B rexit.



N o r t h e r n  I r e l a n d
 ► Th e B el f ast ( G ood F riday)  Ag reem ent b etw een th e U K  and 

I rel and during  th e p eace p rocess sh oul d b e f ul l y up h el d;  
C om m on Travel  Area to b e m aintained.

 ► H ard b order to b e avoided,  w ith  cross- b order coop eration 
p reserved,  incl uding  on energ y.

2017
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 ► P ol itical  considerations  ► B usiness considerations

F in a n c ia l  S erv ic es  l ic en c es : 
s ettin g  u p  a  n ew  en tity

 ► P assp orting  rig h ts m ean th at once 
an FS firm has been established and 
auth orised in one E U  country,  it can 
p rovide services in oth er countries 
across th e E U  w ith  rel ativel y f ew  
auth orisation req uirem ents.  P assp orts 
are not available to firms based outside 
of  th e E U  and th e E urop ean E conom ic 
Area ( E E A) .

 ► UK-headquartered FS firms should 
b e l ook ing  at th eir E U  cl ient b ase and 
deciding  w h eth er,  and w h ere,  to ap p l y 
to estab l ish  a l eg al  entity in th e E U 2 7 .  
EEA-headquartered FS firms should 
p erf orm  a sim il ar anal ysis f or U K  
b usiness continuity.

 ► Ap p l ying  f or an E U  l icence can b e 
a l eng th y p rocess —  it can tak e 
b etw een six m onth s and a year f rom  
th e ap p l icant p roviding  a com p l ete 
ap p l ication to a l icensing  decision 
b eing  tak en b y th e rel evant auth orities.  
Transf erring  existing  b usiness to 
th e new  entity can al so b e com p l ex 
and l eng th y.

 ► UK and EU firms alike will therefore 
need to have finalised their application 
f or l ocal  reg ul atory auth orities to 
review  and ap p rove p rior to th e 
U K ’ s w ith draw al .

Election:  
C z ech  
R ep ub l ic

E u ro p ea n  
C o u n c il  
S u m m it:

O c t

N o v

 ► Ang el a M erk el ’ s C h ristian D em ocratic U nion ( C D U )  w on th e 
G erm an el ection on 2 4  S ep tem b er w ith  3 3 %  of  th e vote.  S h e 
is exp ected to f orm  a coal ition w ith  th e p ro- b usiness F ree 
D em ocrats ( 1 1 . 3 % )  and G reens ( 9 . 4 % )  in order to g overn.  Th e 
S ocial  D em ocratic P arty,  th e C D U ’ s f orm er j unior coal ition 
p artners,  announced th at th ey w il l  g o into op p osition af ter 
sl ip p ing  to 2 0 . 5 % ,  w h il st th e rig h t- w ing  E uroscep tic p arty 
Al ternative f or G erm any ( Af D )  rose to g ain 1 3 . 3 %  of  th e vote.

 ► Th e L ab our and C onservative P arty conf erences took  p l ace 
on 2 4 – 2 6  S ep tem b er and 1 – 3  O ctob er resp ectivel y,  and 
p rovided evidence of  th e p arties’  p riorities.

 ► F ol l ow ing  th e p ub l ication of  rel evant W h ite P ap ers,  H M G  
w il l  p ut f orw ard its p rop osed Trade and C ustom s B il l s to b e 
deb ated in P arl iam ent in th e autum n.  Th ese w il l  p rovide 
f urth er detail  on th e U K ’ s intended ap p roach  f or E U  trade and 
p ost- B rexit V AT,  custom s and excise system s.

E u ro p ea n  C o u n c il  S u m m it
 ► The European Council of 19–20 October is the first 

op p ortunity to sig n of f  on k ey areas,  such  as th e I rish  
border, the financial settlement and citizens’ rights. In the 
event that sufficient progress has been made on these, 
th e U K  and E U  coul d b eg in sh ap ing  an ag reem ent on any 
transitional  arrang em ents to com e into p l ace p ost- B rexit.

 ► G overnm ent m inisters and dip l om ats f rom  th e E U 2 7  w il l  
decide w h ere to b ase th e E urop ean M edicines Ag ency and 
th e E urop ean B ank ing  Auth ority af ter B rexit.
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1C onservative P arty 
Conference:

Election: 
G erm any

M a in ta in in g  d el eg a tio n  rig h ts
 ► M any U K  and E U  f unds and investors 

del eg ate th e m anag em ent of  th eir 
p ortf ol ios to U K - b ased exp erts.  B rexit 
m ay im p act th ese rig h ts.  F irm s sh oul d 
b e review ing  w h ich  entities,  and in 
w h at j urisdictions,  th eir p ortf ol io 
m anag em ent duties are auth orised and 
p erf orm ed.

 ► I t w il l  b e p ossib l e to assess w h eth er th e 
estab l ish m ent of  an E U - b ased p ortf ol io 
m anag em ent entity w ith  sub stance is 
req uired.

15
Election: 
Austria
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 ► If sufficient progress has been made on the Irish border, 
citizens’ rights, and the financial settlement at the October 
sum m it,  th e E U  and U K  coul d use th e E urop ean C ouncil  
sum m it of  1 4 – 1 5  D ecem b er 2 0 1 7  to discuss f uture 
arrang em ents.

 ► From this point, FS firms will have more clarity on the actual 
im p acts of  B rexit,  irresp ective of  w h eth er th e U K  enters into 
a transitional deal, as questions impacting staffing, travel, 
and m ark et access in th e eventual  E U - U K  rel ationsh ip  w il l  
h ave b een addressed.

 ► F S  l icence ap p l ications f or E U  j urisdictions can tak e 
between 6 and 12 months; firms will therefore need to have 
finalised their application for local regulatory authorities to 
review  and ap p rove p rior to th e U K ’ s w ith draw al .E urop ean 

C ouncil  
summit:

2017

2018

 ► P ol itical  considerations  ► B usiness considerations

14

J a n  ► E U - w ide stress testing  b y th e E urop ean B ank ing  Auth ority 
w il l  b eg in in J anuary,  assessing  E U  b ank s’  ab il ity to m eet 
sup ervisory cap ital  ratios during  an adverse econom ic 
sh ock .  Th e U K  w il l  stil l  b e in th e E U  in 2 0 1 8 ,  so th e stress 
tests,  set to cover 7 0 %  of  th e E U  b ank ing  sector,  w il l  ap p l y.

03

E U  
Presidency: 
B ul g aria

M iF I D  I I  and  
M iF I R  I  and I I  
com e into ef f ect

F eb

 ► I tal ian el ections are req uired to tak e p l ace b ef ore 2 0  M ay 
2 0 1 8 .  As of  Aug ust 2 0 1 7 ,  th e g overning  D em ocratic P arty 
( l ocal l y k now n as P artito D em ocratico ( P D ) )  h ad 2 7 . 5 %  
sup p ort,  w h ereas E uroscep tic B ep p e G ril l o’ s F ive S tar 
M ovem ent ( M 5 S )  h ad 2 7 . 1 % .

W h il st com m entators f eel  it is unl ik el y f or M 5 S  to w in 
outright, the governing PD may find themselves in search of 
anoth er coal ition.

Election: 
C yp rus

Election: 
I tal y

Election: 
C h ina

M a rk ets  in  F in a n c ia l  I n s tru m en ts  
D irec tiv e ( M iF I D  I I )

 ► O n 3  J anuary 2 0 1 8 ,  M iF I D  I I  and th e 
accom p anying  reg ul ation ( M iF I R )  w il l  
com e into ef f ect,  im p acting  a rang e of  
auth orised p ersons,  exch ang es,  and 
b usinesses th at currentl y do not h ave 
to b e auth orised to conduct certain 
investm ent activities.

 ► R eg ardl ess of  any transitional  deal  
that is agreed, firms must ensure they 
h ave th e correct p erm issions in p l ace 
to carry out th e rel evant reg ul ated 
activities.

 ► F irm s sh oul d b e considering  th e 
im p l ications of  B rexit f or th eir M iF I D  I I  
p l anning  p rog ram m es,  ensuring  th at 
M iF iD  auth orisations are ap p roved in 
E U  entities b y M arch  2 0 1 9 .

O p en  b a n k in g

 ► Th e revised P aym ent S ervices D irective,  
P S D 2 ,  is req uired to b e p assed into 
l ocal  l aw  b y 1 3  J anuary 2 0 1 8 .  W h il st 
aim ing  to b etter p rotect consum ers 
and th eir p aym ents,  P S D 2  l ook s at th e 
devel op m ent of  saf e onl ine,  m ob il e and 
cross- b order E urop ean p aym ent services.

 ► I n th e U K ,  th e C om p etition and M ark ets 
Auth ority h as p assed th e O p en B ank ing  
order,  w h ich  is al ig ned to P S D  tim el ines 
and req uires nine of  th e l arg est U K  
b ank s to of f er a standardised ap p l ication 
p rog ram m ing  interf ace ( AP I )  f or custom er 
data.  Th is m ay p rove to b e an incentive 
f or F inTech s to enter th e U K  m ark et,  
sup p orting  an em erg ing  w ave of  new  
th ird- p arty p roducts and services,  such  as 
tail ored p rice com p arison w eb sites.

3 Brexit: 2017–22 — Political and regulatory considerations for financial services firms

Brexit: 2017–22  
Political and regulatory considerations for financial services firms



2 0 1 7 2 0 1 8 2 0 1 9 2 0 2 0 2 0 2 1 2 0 2 2

 ► P ol itical  considerations  ► B usiness considerations

M a r

A p r

M a y

 ► With a year left of the Brexit negotiations, FS firms will 
need to b e considering  any cross- b order U K - E U  contracts 
th at w il l  l ast over a year.  C l auses m ay need to b e added to 
ensure contract val idity p ost M arch  2 0 1 9 .  

 ► F inancial  institutions w il l  h ave m ade th eir structural  
decisions and b e in th e p rocess of  im p l em enting  th em .  
F irm s sh oul d seek  cl arity on p oints,  such  as run- of f  and 
g roup  sup ervision,  w ith  a view  to m itig ating  adverse 
im p acts w h ere p ossib l e.

 ► Th e H ung arian el ection coul d ch ang e th e interests or 
b al ance of  p ow er at th e E urop ean C ouncil  and C ouncil  of  
M inisters.  R ig h t- w ing  conservative P rim e M inister V ik tor 
O rb á n l ook s l ik el y to w in re- el ection.

20

18

E urop ean 
C ouncil  
summit:

Election: 
H ung ary

Election: 
R ussia

29  M a rc h  2018

2018

N eg o tia tio n s  m id w a y  p o in t

 ► B y 2 5  M ay,  th e E U ’ s G eneral  D ata P rotection R eg ul ation 
will have entered into force; firms will need to be compliant 
reg ardl ess of  B rexit.  I t is not yet cl ear w h eth er th e U K  w il l  
b e seen as a th ird country w ith  an adeq uate l evel  of  data 
p rotection.  I f  so,  B ritish  b usinesses and p ub l ic auth orities 
w il l  b e ab l e to transf er data securel y in and out of  th e E U .

I f  eith er an adeq uacy decision,  or a new  U K - E U  m odel  ( as 
sug g ested b y th e U K ’ s p osition p ap er on 2 4  Aug ust 2 0 1 7 )  
is ag reed,  cross- b order transf ers of  data w il l  b e p ossib l e 
w ith out th e need to em p l oy f urth er adeq uate saf eg uards.

I n th e event th e U K  does not receive an Adeq uacy D ecision 
or no new  arrang em ent is ag reed,  E U  com p anies w il l  not 
be able to transfer data to the UK without the benefit of 
adeq uate saf eg uards.  F irm s w ith  th eir E U  h eadq uarters in 
the UK will find that another EU location will be their ‘main 
estab l ish m ent’  and anoth er data p rotection auth ority w il l  
b e th eir l ead auth ority.  Adj usting  to th is coul d com p l icate 
cross- b order b usiness op erations f rom  U K  and  
EU-based firms.

25G D P R  enters into 
force: C en tra l  C o u n terp a rty  ( C C P )  

C l ea rin g : I s  y o u r C C P  b ein g  
rel o c a ted ?

 ► Th e E urop ean C om m ission h as 
p rop osed to enh ance th e E U ’ s 
sup ervisory f ram ew ork  f or b oth  E U  and 
th ird- country C C P s.

 ► E U  cl earing  services are h eavil y 
concentrated in th e U K ,  w ith  som e 
7 5 %  of  E uro- denom inated derivatives 
transactions cl eared in th e U K .  As of  
3 0  M arch  2 0 1 9 ,  C C P s l ocated in th e U K  
will be classified as third-country CCPs.

 ► U sers of  th ird- country C C P s w il l  need 
to consider w h eth er any p otential  
rel ocation of  C C P s as a resul t of  
th is p rop osal  m ig h t im p act th eir 
b usiness m odel .

U n d erta k in g s  f o r C o l l ec tiv e 
I n v es tm en ts  in  T ra n s f era b l e 
S ec u rities  ( U C I T S ) : a re y o u  o n  tra c k ?

 ► U C I TS  f unds m ust b e m anag ed in th e E U .  
U K - b ased m anag em ent com p anies w il l  
need to transf er m anag em ent of  U C I TS  
into th e E U  p ost- B rexit.

 ► F irm s sh oul d assess w h eth er th ey h ave 
an existing  entity th at can b e used or 
rep urp osed.  I f  not,  a cl ear l ocation 
strateg y is req uired to estab l ish  th e 
new  entity,  in order to avoid l osing  
international  investors.

 ► F irm s sh oul d al so consider th e M iF I D  I I ,  
G D P R ,  conduct and reg ul ator im p l ications 
in th eir op erating  m odel  p l anning .

 ► I t is necessary to review  th e exp ectations 
of  your international  cl ient b ase.  Are 
th ey b eing  m et b y your current p roduct,  
and w il l  th is continue to b e th e case 
p ost- B rexit?
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 ► P ol itical  considerations  ► B usiness considerations

J u n

J u l

 ► Th e E urop ean C ouncil  sum m it of  2 8 – 2 9  J une coul d b e used 
as an opportunity to finalise agreements on key areas of 
th e neg otiations.  Th is is th e l ast sch edul ed op p ortunity to 
do so b ef ore th e O ctob er sum m it and E U  neg otiations ch ief  
M ich el  B arnier’ s indicated deadl ine f or ag reem ent,  in order 
to provide sufficient time for ratification.

28

Election: 
M al ta

E urop ean 
C ouncil  
summit:

2018

A u g

S ep

O c t

N o v

D ec

 ► O nce ag ain,  th e U K  p ol itical  p arty conf erence season w il l  
f ocus on B rexit,  p roviding  insig h t into th e p arty stances 
before the final rounds of negotiations with the EU and the 
intended ratification process at the UK Parliament.

 ► Michel Barnier has indicated that a final deal should be 
ag reed b y th e E urop ean C ouncil  of  1 8 – 1 9  O ctob er 2 0 1 8 .  
This is so that there will be enough time for its ratification 
at th e national  and E urop ean P arl iam entary l evel s,  ready 
f or M arch  2 0 1 9 .

E urop ean 
C ouncil  
summit:

18

P arty conf erences

Election: 
L atvia

19  O c to b er 2018

 ► I f  th e E U  and U K  h ave not reach ed a deal  b y O ctob er,  it is 
l ik el y th e E U  and U K  w il l  w ork  tow ards an ag reem ent b y th e 
C ouncil  sum m it of  1 3 – 1 4  D ecem b er.

Th is is ef f ectivel y th e l ast w indow  f or al l  p arties to reach  
agreement in order to have it ratified at national and 
E urop ean P arl iam entary l evel s.

E urop ean 
C ouncil  
summit:

13

Election: 
S w eden

C h ec k p o in t: U K  p o l itic s
 ► Th roug h out th e neg otiations,  it 

is w orth  k eep ing  track  of  th e U K  
p ol itical  scene and th e k ey p l ayers 
at th e B rexit neg otiating  tab l e.  Th e 
2 0 1 7  U K  G eneral  E l ection g ave th e 
C onservatives a w ork ing  m aj ority of  1 3  
votes,  essential l y l eaving  Th eresa M ay 
needing  th e sup p ort of  al l  h er p arty,  
and th e D em ocratic U nionist P arty,  
to g overn.

 ► B oards sh oul d m onitor b y- el ections,  
reshuffles and potential changes in 
p arty l eadersh ip ,  al l  of  w h ich  coul d 
im p act th e b al ance of  p ow er and 
th eref ore th e G overnm ent’ s ab il ity to 
p ass k ey B rexit- rel ated l eg isl ation.

 ► F irm s sh oul d al so cl osel y f ol l ow  J erem y 
C orb yn’ s l eadersh ip  of  th e L ab our 
P arty.  Th e l eader of  th e op p osition 
did b etter th an exp ected in th e 2 0 1 7  
G eneral  E l ection,  and h as b een ab l e 
to m ount m ore op p osition tow ards th e 
G overnm ent.

 ► Th e rol e of  th e H ouse of  L ords w il l  al so 
b e im p ortant in scrutinising  and p assing  
B rexit- rel ated l eg isl ation.

P ro p o s ed  en d  to  n eg o tia tio n s
Election: 
L uxem b ourg
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 ► P ol itical  considerations  ► B usiness considerations

J a n

F eb

M a r

A p r

 ► 1  J anuary m ark s th e end of  th e p h ase- in p eriod f or 
th e C ap ital  R eq uirem ents D irective I V  ( C R D  I V )  and its 
accom p anying  R eg ul ation ( C R R ) .  F irm s sh oul d b e al ig ned 
w ith  C R D  I V  and C R R  b y th is p oint,  reg ardl ess of  w h eth er a 
p ost- B rexit transitional  deal  is p ut into p l ace.

 ► Th e U K ’ s C ustom s D ecl aration S ervice w il l  com e into p l ace,  
rep l acing  H M G ’ s existing  C ustom s S ystem .  Th is w il l  rem ain 
com p atib l e w ith  th e E U ’ s U nion C ustom s code,  w h ich  sh oul d 
ensure continuity f or b usinesses p ost- B rexit.

 ► B y 1  J anuary,  b ank s in th e U K  are l eg al l y req uired to h ave 
com p l eted th eir ring - f encing  p rog ram m es.

 ► B y 3 0  M arch ,  a transition p eriod coul d enter into f orce,  w h ich  
coul d al l ow  f or m ost b usinesses and p eop l e to continue 
eng ag ing  w ith  th e E urop ean m ark et,  b roadl y continuing  th e 
status q uo.  

I t seem s th at any transitional  p eriod w oul d not exceed tw o 
years. Therefore, once the transition period is over, firms 
w il l  need to b e ready to op erate under th e new  E U - U K  
rel ationsh ip .

 ► EU citizens who have been in the UK for over five years will 
b e g ranted settl ed status in th e U K ;  E U  citiz ens not resident 
in the UK for five years by March 2019 may not be granted 
settl ed status.

 ► F irm s sh oul d h ave E urop ean b ank ing  l icences and contracts 
rep ap ered in th e event of  no transitional  deal .  

 ► E U  C om m ission P resident J ean- C l aude J unck er h as p rop osed 
h ol ding  a E urop ean C ouncil  sum m it th e day af ter B rexit in 
M arch  2 0 1 9 ,  to m ap  out th e f uture of  th e E U .

1E nd of  C R D  I V  
and C R R  p h ase in 
p eriod

E U  
Presidency: 
R om ania

29  M a rc h  2019 : 
Brexit

U K  to l eave th e E U

Election: 
E stonia

Election: 
S l ovak ia

2019

Election: 
F inl and

M a y

 ► W ith  th e U K  out of  th e E U ,  th e ap p roach  of  th e p ost-
B rexit E urop ean P arl iam ent and oth er b odies such  as th e 
European Supervisory Agencies could change significantly. 
Th is coul d h ave an im p act on th e w ay th e E U  interacts w ith  
th e U K  during  and af ter any transition p eriod,  and h ow  F S  is 
reg ul ated in th e f uture.

Election: 
B el g ium

E urop ean 
C ouncil  
summit:

Election: 
E urop ean 
P arl iam ent

W h a t h a p p en s  n o w ?

 ► U nder Articl e 5 0 ,  ap p roval  of  th e 
exit deal is reached via the Qualified 
M aj ority V oting  ( Q M V )  system .

 ► If the final trading arrangement 
b etw een th e U K  and E U  h as not 
b een ag reed under Articl e 5 0 ,  
then negotiations on the UK’s final 
rel ationsh ip  w ith  th e E U  coul d continue 
b eyond th e U K ’ s f orm al  exit.

 ► As th e U K ’ s w ith draw al  is not 
b eing  p rop osed b y th e E urop ean 
Commission, a reinforced, or ‘super’, 
qualified majority will be required for 
th e exit ag reem ent.

 ► Th is req uires 7 2 %  of  C ouncil  m em b ers 
( excl uding  th e dep arting  country,  th is 
is 2 0  out of  2 7  states) ,  rep resenting  
6 5 %  of  th e E U  p op ul ation ( w ith out th e 
dep arting  state,  th is eq ual s 2 8 8 m n 
out of  4 4 4 m n)  to vote in f avour of  th e 
exit deal .

U K  to  l ea v e th e E U

6Brexit: 2017–22 — Political and regulatory considerations for financial services firms



2 0 1 7 2 0 1 8

D ec

2 0 1 9 2 0 2 0 2 0 2 1 2 0 2 2

 ► P ol itical  considerations  ► B usiness considerations

2019
J u n

 ► Th e G 7 ,  set to tak e p l ace in F rance in th e sum m er of  2 0 1 9 ,  
w il l  b e a usef ul  b arom eter to assess E U - U K  rel ations 
during  th e transition p eriod and neg otiation of  th e 
f uture rel ationsh ip .

G7 summit: 
F rance

J u l

A u g

S ep

O c t

 ► A new  E U  C om m ission P resident sh oul d b e ap p ointed 
in J ul y 2 0 1 9 .  Th is m ay rep resent a new  direction of  
travel  f or th e E U 2 7 ,  and coul d al so h ave an im p act on 
th e E U ’ s rel ationsh ip  w ith  th e U K  during  and af ter any 
transition p eriod.

E U  
Presidency: 
F inl and

S el ection of  
P resident 
of  E U  
C om m ission

Election: 
P ortug al

Election: 
P ol and

Election: 
G reece

S el ection of  
P resident of  
th e E urop ean 
C ouncil

N o v

 ► Th e sel ection of  th e P resident of  th e E urop ean C ouncil ,  and 
th e ap p ointm ent of  th e C ol l eg e of  C om m issioners w il l  tak e 
p l ace in N ovem b er 2 0 1 9 .  F rom  th is,  w e coul d p otential l y 
see a new  ap p roach  f or b oth  institutions.

Ap p ointm ent 
of  C ol l eg e of  
C om m issioners

T ra n s itio n a l  p erio d
 ► I f  a transitional  p eriod is ag reed,  

corp orates sh oul d consider th e im p act 
on th eir p ost- B rexit op erating  m odel  
im p l em entation p l ans.  W h il st th ere are 
l ik el y to b e el em ents of  cross- b order 
corp orate restructuring  req uiring  
im m ediate im p l em entation,  it m ay b e 
p ossib l e to treat oth er el em ents on a 
more ‘transitional’ basis.

 ► Areas that fall under the ‘transitional’ 
b anner w il l  l ik el y b e m ore op erational  
b y nature ( rath er th an strateg ic)  and 
w il l  l ik el y b e p rone to im p l em entation 
l eadtim es ( such  as th ose req uiring  I T 
investm ent/ restructuring ) .

 ► A transitional  ap p roach  w oul d ease 
th e im p act of ,  and risk s associated 
w ith ,  B rexit.  C l ear docum entation of  
transitional  req uirem ents,  g overnance,  
and exit p l ans coul d m eaning f ul l y 
sup p ort reg ul atory conversations and 
ap p l ications.
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J a n

M a r

J u l

J u n

O c t

 ► Th e deadl ine f or rep orting  on th e im p l em entation of  
th e S ing l e R esol ution M ech anism / B ank  R ecovery and 
R esol ution D irective is 3 1  D ecem b er.

B oards can b e considering  som e of  th e f ol l ow ing  
operational and financial questions:

 ► H ave you ach ieved th e ob j ectives of  your B rexit p l an?

 ► H ave you b een ab l e to retain op erational  success and 
revenue in b oth  th e U K  and E U ?

 ► H ow  is your new  entity adap ting  to op erating  under a new  
sup ervisor?

 ► H as your staf f  adap ted to cul tural  and 
org anisational  ch ang es?

F urth erm ore,  it is w orth  b earing  in m ind th ese p ol icy and 
regulatory considerations:

 ► Th ree years af ter th e B rexit vote,  are you p rep ared f or 
p ossib l e reg ul atory diverg ence?

 ► H ow  h as th e U K  and E urop ean p ol itical  and reg ul atory 
l andscap e devel op ed?

 ► A new Europe in a changing world: how has the EU’s 
ap p roach  to sup ervision,  cl earing  and trade devel op ed?

E U  
Presidency: 
C roatia

E U  
Presidency: 
G erm any

2020

Election: 
L ith uania

Election: 
U S A

Election: 
C roatia

Election: 
R om ania

Considerations for insurance firms
 ► Underwriting: Brexit challenges the 

status of  U K  entities w riting  b usiness 
in th e E E A,  and E urop ean entities 
op erating  in th e U K ,  as w el l  as 
interm ediation services across w h at 
w il l  b e an external  E U  b order.  F irm s 
p roviding  cross- b order insurance under 
th e f reedom  to p rovide services f ace 
oth er ch al l eng es,  as th e estab l ish m ent 
of  a U K  p resence coul d m ak e th eir 
b usiness m odel  inef f ective.

 ► Third-country branches: EU rules 
currentl y al l ow  th e estab l ish m ent 
of ‘third-country branches’. These 
p rovisions are rarel y used,  and 
U K  op erators cannot assum e th at 
existing  b ranch es in th e E U 2 7  can b e 
converted.  A th ird- country b ranch  
cannot p assp ort across b orders.  
Th is m ay b e l ess of  an issue f or E U  
op erators w ith  U K  b ranch es,  f or 
w h om  th e th ird- country b ranch  is 
an attractive p rop osition as it al l ow s 
continuity of  op erations.  U K  auth orities 
are expected to require firms to apply 
f or auth orisation as a new  th ird-
country b ranch  or sub sidiary.

 ► Equivalence: Solvency II provides 
scop e f or th e U K  to b e determ ined 
as eq uival ent,  b ut th is is l im ited to 
reinsurance and g roup  sup ervision.  
E q uival ence w oul d not al l ow  U K  
insurers to underw rite in E urop e 
w ith out l ocal  auth orisation;  th e status 
of  U K  reinsurers coul d vary f rom  
country to country.

 ► Contractual terms: Insurance 
contracts are of ten l ong - term ,  and 
m any op erators h ave to reserve f or 
historic contracts. This ‘back book’ 
cannot b e l ef t b eh ind p ost- B rexit 
and m ay req uire l ocal  auth orisation.  
H ow ever,  it coul d b e transf erred to 
an auth orised entity under an ag reed 
E urop ean p rocess,  w h ich  can tak e up  
to 1 8  m onth s to com p l ete.  I nsurers 
h ave to consider w h ere th ey are g oing  
to l ocate th eir op erations and ob tain 
new  auth orisation,  and w h eth er to 
transf er th e b ack  b ook  to th eir new  
entity,  increasing  th e restructuring  
tim e needed.

Election: 
S l ovak ia

Election: 
S p ain
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J a n
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M a r

J u l

J u n

O c t
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 ► I f  th e U K  and E U  h ave ag reed a transition p eriod b y 2 0 1 9 ,  it 
coul d com e to an end as earl y as 2 0 2 1 .

 ► HMG has proposed introducing a smart, hi-tech ‘invisible’ 
b order in I rel and,  w ith  cam eras,  f acial  recog nition and 
oth er tech nol og y,  in order to retain th e C om m on Travel  
Area w h il st restricting  E U  f ree m ovem ent.

 ► 3 1  M ay 2 0 2 1  w il l  see th e sel ection or resel ection of  th e 
P resident of  th e E urop ean C ouncil ,  w h ich  coul d m ark  a 
ch ang e in direction f or E urop ean l eadersh ip .

 ► Th e G 7 ,  set to tak e p l ace in th e U K  in th e sum m er of  2 0 2 1 ,  
w il l  of f er insig h t into E U - U K  rel ations af ter th e transition 
p eriod and th e total  w ith draw al  of  U K  m em b ersh ip  of  
th e E U .

29 / 329 March 2021: 
U C I TS

3 0/ 3P otential  end to 
transition p eriod

G7 summit: 
U K

Election:  
U K

Election: 
N eth erl ands

E U  
Election: 
S l ovenia

2021

3 1/ 5

S el ection of  
P resident 
of  th e 
E urop ean 
C ouncil

E U  
Presidency: 
P ortug al

Election: 
I rel and

 ► P ol itical  considerations  ► B usiness considerations
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For further information, please contact one of 
the following or your usual EY contact:
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T: +44 20 7951 0843 
E: jliver1@uk.ey.com

Ben Reid
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T: +44 20 7951 3445 
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T: +44 20 7951 3796 
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T: +44 20 7951 3118 
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Simon Turner
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