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The clock keeps ticking on Brexit. Uncertainty is growing day by day in the business 

community. While the EU continues to take an uncompromising stance and while Theresa 

May’s Cabinet is crippled with controversy, the whole European financial system will suffer 

hugely if both sides don’t get serious with these talks. It would be an economic and political 

disaster if no agreement came from Brexit negotiations. A cliff edge is the worst outcome. 

 

It is an absolute priority for Ireland to move onto phase two of Brexit negotiations as soon as 

possible. In fact, if the EU moves onto trade talks already, it makes the duration and early 

negotiation of the transition period easier to get agreement on - this is vital for Ireland and for 

business certainty in Europe.  

 

But there is a fundamental flaw in the way the EU is conducting Brexit negotiations. Michel 

Barnier’s negotiating mandate, as it stands, requires that sufficient progress must be made on 

three key divorce issues, before talks can begin on trade negotiations. As we know, one of the 

three issues is around Northern Ireland and the border.  

 

The border issue is intrinsically tied up in trade negotiations. What happens when goods pass 

between Ireland and Northern Ireland? Trade, of course. To get to a soft border, we clearly 

need no disruption to trade. This is obviously a very difficult task given the UK’s stated 

position of not remaining in the Customs Union post-Brexit. The European Parliament has 

recognised that Northern Ireland could be part of some form of Customs Union post-Brexit, 

which does leave the door open. While the importance of North/South cooperation is 

instrumental, we cannot forget how vitally important our East/West trade ties are to the Irish 

economy.  

 

The EU needs to be open to move onto phase two quickly. We cannot settle Northern Ireland 

and border issues without moving onto trade talks. What should be sufficient is a principled 

agreement on the broad parameters of future North-South cooperation post-Brexit, in line 

with the Good Friday Agreement, to allow us to move to phase two of the negotiations. 

 

At the same time, the British need to come to their senses on the Brexit bill. This is where the 

real deadlock lies in the Brexit negotiations. We all know there are liabilities, existing and 

future liabilities. The UK needs to bite the bullet on this one, they are not going to win out 

against a united front of 27 Member States that are all saying that they don’t want to pay one 

cent more nor one cent less when the EU budget comes along next year. The Brits are going 

to have to pony up what they owe. Any figure above 30 billion is going to look bad in the 

British press and may cause fractures within the Tory government but this is where the Brexit 

reality bites.  

 

Theresa May’s government wants to get to phase two without a figure on the bill being 

publicised. This may be possible. The way forward for now should be to agree on the legal 



principles of how the bill is calculated. Reaching agreement on the final sum is essentially a 

matter for accountants and potentially arbitration by an independent body. 

 

Economic realities are beginning to have an impact on the politics of Brexit. The cold harsh 

fact is that Brexit is making the UK poorer. Last week, a study by the UK National Institute 

of Economic and Social Research found that British households are £600 a year worse off 

since the Brexit vote.  

 

One of the major concerns is the UK government’s continued lack of willingness to engage in 

debate on single market access and customs union post-Brexit. The UK holds for 40% of 

Europe’s assets under management, 60% of its capital markets business, and UK-based banks 

provide more than £1.1 trillion of loans to the other EU Member States.  

 

The City of London keeps the European economy ticking; this is where all the big European 

corporates come to access the capital markets. To have such an interconnected hub of 

European finance cut off in one fell swoop is going to have major systemic implications. I 

was recently informed that financing business through financial centres on the continent is on 

average five times more costly than financing through the City of London. 

 

The EU negotiating strategy is centred around safeguarding the integrity of the single market. 

The UK should be under no illusion that if they do not start to move on single market access 

and customs union, they will be treated as a third country. While Ireland might be an outlier, I 

do not see a willingness from many Member States to give UK special treatment on internal 

market access post-Brexit.  

 

At least to give some certainty to businesses in Ireland and Europe, we need an early 

agreement on a transition period. We cannot have a situation where the transition period 

would be agreed in last minute Brexit negotiations. This would be absolute chaos for all EU 

businesses that trade with the UK.  

 

Financial institutions, for the most part, are planning to conclude irreversible contingency plans 

by the end of the first quarter of 2018. This means that the value of a transition period becomes 

less and less useful the longer the negotiations go on. 

 

Daniele Nouy, Chair of the Supervisory Board at the ECB, told MEPs just yesterday that 50 

banks have approached the ECB since the Brexit vote, with many submitting a formal request 

for a license to operate in the Eurozone. Up to 75,000 financial sector jobs could be lost in the 

UK. Ireland may reap some of the benefits of financial relocation, but the cost of losing our 

seamless trade links with the UK outweighs any benefits.  

 

From a regulatory and compliance perspective, it is very much in Ireland’s interest that the 

UK maintains its existing regulatory approach, particularly on financial services. Ireland and 

the EU depends on close regulatory cooperation with the U.K. Positive soundings have come 

from regulators like the FCA, PRA and Bank of England that Brexit will not signal a race to 

the bottom and a bonfire of regulation. However, there is quite a contingent of political 

voices that see this as an opportunity of taking back control of their laws and potentially 

applying lower regulatory standards. This would not be good for Ireland, for the EU or for the 

European economy as a whole.  

 



Of all economic policy areas, EU regulation and supervision of financial services constitutes 

the most complex set of substantive and institutional rules. The single market for financial 

services is multi-layered and complex, with regulators interacting at EU and national level, 

and involving in some cases sub-sets of Member States, e.g. the participating Member States 

in the Banking Union. Further to that complexity is the increasingly important role of 

delegated acts. In addition, the legal impact differs, depending on whether the EU legal 

instrument is a directive or regulation. Last but not least, the case-law developed by the ECJ 

is an integral part of the EU financial services acquis. As we know the UK does not want to 

come under ECJ jurisdiction post-Brexit. 

 

Many financial services companies in the UK have based their business models on the rights 

conferred by EU legislation to ‘passport’ their services across the EU. In particular, the EU 

legislation gives UK and other EU incorporated and authorised banks and financial firms the 

right to provide a broad range of banking and investment services to customers and 

counterparties across the EU and the EEA – either cross-border or through branches – without 

the need for additional local authorisations. These passports are generally not available to 

‘third-country’ firms. Recent EU legislation has created a certain number of ‘third-country’ 

regimes, which allow non-EU companies to provide a limited range of services within the EU 

market provided that their home country regulatory regime is considered (by a Commission 

decision) to be ‘equivalent’ to EU standards.  

 

The exclusion from the internal market of the Member State hosting the main EU financial 

centre will have major consequences in terms of jobs and growth both for the EU27 and the 

UK. It is therefore in everybody’s interest to have a clear assessment of the consequences and 

of the most appropriate policy choices.  

 

 


