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Where do we stand? 

2020, the United Kingdom 

the uncertainty for 
European companies?

Unfortunately not. The overall future of the 

On 25 June, the government of the UK 

that it would not request an extension of the 
transition period that was foreseen in the 
Withdrawal Agreement. This means that the 

 

achieved.

intensify the negotiation process and create 
the most conducive conditions  
to reach an agreement before the end  
of 2020. 

the coming years. So, everyone needs to be 
ready.

The aim of this Brexit alert is to provide:

 • A summary of the latest observed factors and 

services; and

 •
 

reorganization.  



Brexit: The way forward
Timeline of the main events

23 June 2016
Referendum

End June 2020  
end of possibility  
to extend transition

Where  
we stand

31 December 2020
End of transition period 
and “real Brexit”

31 January 2020
Brexit Date-  
Transition period

Negotiations Round one Round two

Negotiation on EU-UK treaty post 2020

Round N

Recent Brexit events 2020
UK is now out of the EU – it is no longer present at the European Commission or 

on both sides. At this stage, no real progress has been made on the draft agreement 

31 December 2020 will mark the last day of the transition period before the 
post-Brexit era, and open the road to the new normal.

 • The prime minister of the UK has said, without ambiguity, that the UK will not ask for it.

 • Politically speaking, as seen during the exit discussions, an agreement can still be reached at any time.  

If nothing is agreed and no prorogation is requested before the end of the year, it may be that a hard 
Brexit is the main scenario by the end of 2020. The caveat is that we now know what the EU can do 
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General Brexit 
impacts on the EU’s 

still change over time. Various factors and elements must 

strongly reliant on the UK. 

architecture—Euro area reliance on the UK 

 •

clearing and investment banking activities are 
highly reliant on the UK, while UK-domiciled 
banks have a generally limited role in direct 
lending to the euro area’s real economy. 

Loss of passporting—Relocation plans

 •
relocation options: 
 – i. Setting up a new subsidiary; 
 – ii. Setting up new branches; or
 –

branches. 

 • In light of the forthcoming intermediate parent 

branches of UK entities to their new EU hubs. 

Loss of passporting—EU’s existing third-
country regimes

 • Although the parameters of the future EU-UK 

over time, some services may continue to be 
provided directly from the UK via third-country 

regimes after Brexit; the national legislation of 

provision of certain services on a cross-border 

or supervisory regime is equivalent to the 
corresponding EU regime. However, the degree 

access under EU equivalence regimes will be 
decided unilaterally by the EU and will depend 
on the UK’s future regulatory choices. 

The FCA has previously declared its interest in 

approach, as opposed to a strict rules approach. 

approach, it adds a layer of alignment and a 
hurdle to equivalence recognition.

Management rules of data  

 • Assuming that the UK and EU will keep identical 
regimes, no additional provisions will need to 
be taken even though the UK will be a third 
country. However, for how long? Supervisors’ 
attitudes will be key, especially regarding cloud 

enhanced procedures that apply to non-EU-
based providers.  

on behalf of all national authorities 

Understanding with the UK’s Financial 

Understanding into account, and ensuring 

following fundamental and long-term post-
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Selected points of  
attention per industry 

Investment management
This list, which is not in order of importance, 
attempts to shed some light on the most critical 

 • The product recognition may need to 

collective investment in transferable securities 

in the UK. At this stage, UCITS may still be sold in 
the UK but must be renamed and relicensed. 

 • Similar to the previous point, fund 
management companies

will need to relocate to continue servicing these 

funds post-Brexit.

 • The question of the environmental, social 
and governance (ESG) product
remains due to the divergence between EU and 
UK standards. Attention will need to be paid 
to the gaps and divergences between the two 
universes, and will most likely be driven by client 
demand and proximity.

 • The complexity of delegation and 
outsourcing will increase as the UK will be 
considered a third country by the EU. Notably, 
the EU is considering creating new rules for 
cloud outsourcing that may create a new set of 
challenges. 

 •

country access will also limit the provision 
of investment services from the UK to 
EU-based clients, whether institutional or 
others, by imposing much higher standards of 
accessibility.

Private equity and real estate
From a Brexit perspective, private equity real 

three fronts:

 •
the label—can a non-EU fund be an AIF? 
Contrary to UCITS, AIFs can exist outside of the 

and expensive. And, if funds are based in 
the UK, they may have to relicense for local 
distribution anyway.

 •  The second set of issues will arise from the EU’s 

passporting. The Alternative Investment Fund 

to the European market through a marketing 
passport. This passporting is currently under 
review and the expectations are that it will not 

be open; therefore, in order to have access 
to EU continental investors, it may be wise to 
relocate to where your client base is present as 
a priority. 

 •  Thirdly, outsourcing is a factor for many 
structures. If an agreement is not reached on 
the future EU-UK relationship, it appears that 
rules for out-of-EU outsourcing will be more 
demanding, notably for cloud services, but also 
for outright outsourcing, introducing concepts 
like proportionality.

All in all, for PERE funds, whether AIFs and others, 
the question of who is the target is key. Are the 
investments and investors EU-based or are there 

Then, a second question to ask is if the AIF label is 

UK one. In these circumstances, opting for an EU 
location could make sense. For PERE funds under 
other structures than AIF, the impact of Brexit 

however, what is certain is that the world will not 
become simpler.  
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FMI/MTF access

 •

 •

 •

Regulatory

 •

 •

 • Regulatory dialogue 

 •

 •

 •
Booking structure and client  
coverage model

 • Location of traders

 •

 •

TOM design and  
business strategy

 •

 •

 •

 •

 •

 •
transactions and clients

 • Design of new booking and  
risk aggregation structure

Finance, capital and tax

 •

 •

 •

 •  
and timings

Corporate governance 

 •  
and oversight

 •

 •

People and processes

 •

 •
structure and terms

 • Reward structure, including regulatory 
environment

 •  

 • Transfer mechanisms (e.g., branches)

Entity setup 
reallocation 

activities

These considerations all have 
transformation and change management implications

TOM design 
and business 

strategy

Booking 
structure 
and client 
coverage 

model

FMI/MTF 
access

Regulatory

Finance, 
capital and tax

Corporate 
governance

People and 
processes
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Insurance

 • Brexit brings a number of regulatory changes 
for insurers and reinsurers. The post-Brexit 
regulatory compliance requirements are likely 
to be stronger than required by the Freedom of 
Services, the current arrangement, but not more 

 • In this context, insurers could be required to 
set up cross-border branches or subsidiaries to 
continue writing cross-border business.

 • However, UK-based insurers and intermediaries 
may not approach Luxembourg residents to sell 
insurance products.

Banking

 •  Brexit’s impact varies depending on the 
banking activity:
 – For lending and deposit-taking, the reliance 
on the UK is considered to be low.

 – The impact will be substantial for derivatives 
clearing, investment banking activities 
and securities and derivatives trading, as 

and the provision of such services is directly 
linked to the EU passporting regime. 

 • Consequently, relocations of entities or 
tasks within groups may be the only viable 
solution in both the short and long term. 
But, this will require an increased level of 
supervisory convergence within the EU.

 • Similarly, another element that cannot be 
neglected is the booking model.
 – Brexit challenges the back-to-back model 
that some credit institutions will implement 
for the trading activity by leveraging existing 

EU will expect to see the necessary 
substance and solid risk management 
framework at the level of the European 
entity. 

 – Similarly, the client booking and servicing 
model will be challenged due to the UK’s 

forward—a principle which was reinforced 

the servicing models of international banks 

move clients between booking centers; a 
generally high-risk, high-resource activity 
that needs considerable planning and 
execution  
time.  

The post-Brexit regulatory 
compliance requirements 
are likely to be stronger than 
required by the Freedom 
of Services, the current 
arrangement, but not 
more than required by the 
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organization. Then, based on both business development plans and legal realities, Deloitte can help you implement operational changes 
to support your robust post-Brexit environment strategy.

With Deloitte RegWatch, stay on top of regulatory 
news and prepare your organization to address future 
regulatory developments.

How can Deloitte help?
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