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Financial services after the
referendum

By Timothy Edmonds

1. Commentary on the referendum result
The vote to leave the EU at an as yet unspecified date in the future has severe implications
for the financial services sector, an economic sector which is critical to the UK economy.
The degree of inter-linkage between the ‘City’ and the EU economies is substantial
economically speaking and intricate in terms of the legislative interface.
This note brings together some immediate responses from relevant organisations. There is
no intention to analyse the comments, merely to present what is available as it is
published. The choice of material reflects what there was. Other material and
commentaries can be found.
A fuller analysis of issues in a wide range of areas can be found in a previous Library Note
- EU referendum: impact of an EU exit in key UK policy areas.
All entries are dated 24 June unless otherwise stated. Other material will be added as it
becomes available.

The Bank of England
The Bank of England (through the Prudential Regulation Authority) is responsible for
financial stability in the United Kingdom.
The people of the United Kingdom have voted to leave the European Union.
Inevitably, there will be a period of uncertainty and adjustment following this result.
[…]
Some market and economic volatility can be expected as this process unfolds.
But we are well prepared for this. The Treasury and the Bank of England have
engaged in extensive contingency planning and the Chancellor and I have been in
close contact, including through the night and this morning.
The Bank will not hesitate to take additional measures as required as those markets
adjust and the UK economy moves forward.
These adjustments will be supported by a resilient UK financial system – one that the
Bank of England has consistently strengthened over the last seven years.
The capital requirements of our largest banks are now ten times higher than before
the crisis. The Bank of England has stress tested them against scenarios more severe
than the country currently faces. As a result of these actions, UK banks have raised
over £130bn of capital, and now have more than £600bn of high quality liquid assets.
Why does this matter?
www.parliament.uk/commons-library | intranet.parliament.uk/commons-library | papers@parliament.uk | @commonslibrary
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This substantial capital and huge liquidity gives banks the flexibility they need to
continue to lend to UK businesses and households, even during challenging times.
Moreover, as a backstop, and to support the functioning of markets, the Bank of
England stands ready to provide more than £250bn of additional funds through its
normal facilities.
The Bank of England is also able to provide substantial liquidity in foreign currency, if
required.
We expect institutions to draw on this funding if and when appropriate, just as we
expect them to draw on their own resources as needed in order to provide credit, to
support markets and to supply other financial services to the real economy.
In the coming weeks, the Bank will assess economic conditions and will consider any
additional policy responses.
Conclusion
A few months ago, the Bank judged that the risks around the referendum were the
most significant, near-term domestic risks to financial stability. To mitigate them, the
Bank of England has put in place extensive contingency plans.
These begin with ensuring that the core of our financial system is well-capitalised,
liquid and strong. This resilience is backed up by the Bank of England's liquidity
facilities in sterling and foreign currencies. All these resources will support orderly
market functioning in the face of any short-term volatility.
The Bank will continue to consult and cooperate with all relevant domestic and
international authorities to ensure that the UK financial system can absorb any
stresses and can concentrate on serving the real economy.
That economy will adjust to new trading relationships that will be put in place over
time. It is these public and private decisions that will determine the UK's long-term
economic prospects. The best contribution of the Bank of England to this process is to
continue to pursue relentlessly our responsibilities for monetary and financial stability.
These are unchanged. We have taken all the necessary steps to prepare for today's
events.
In the future we will not hesitate to take any additional measures required to meet
our responsibilities as the United Kingdom moves forward

Bank of England website

Financial Conduct Authority (FCA)
The FCA is the main regulator of financial conduct in the United Kingdom.
The FCA is in very close contact with the firms we supervise as well as the Treasury,
the Bank of England and other UK authorities, and we are monitoring developments
in the financial markets.
Much financial regulation currently applicable in the UK derives from EU legislation.
This regulation will remain applicable until any changes are made, which will be a
matter for Government and Parliament.
Firms must continue to abide by their obligations under UK law, including those
derived from EU law and continue with implementation plans for legislation that is still
to come into effect.
Consumers’ rights and protections, including any derived from EU legislation, are
unaffected by the result of the referendum and will remain unchanged unless and
until the Government changes the applicable legislation.
The longer term impacts of the decision to leave the EU on the overall regulatory
framework for the UK will depend, in part, on the relationship that the UK seeks with
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the EU in the future. We will work closely with the Government as it confirms the
arrangements for the UK’s future relationship with the EU.

FCA website

TheCityUK
TheCityUK represents the interests of the City of London. It said:
The people of the UK have decided that the future of the UK is a new one outside of
the European Union. There will be challenges ahead and it will be important for
Government and business to work together to address them. Our immediate focus is
on stability – in the markets, for investors, and for our industry’s customers.
Clear agreement is now needed on the way forward for the forthcoming negotiations
as Government shapes a new relationship for the UK with the EU and retains the jobs
and investment that the UK has seen to date. For financial and related professional
services, the focus is on securing continuing access to the Single Market.
It is vital that action is taken to reinforce the global competitiveness of the UK as a
place in which and from which to do business. This will help to mitigate the risk of
prolonged uncertainty while a new relationship with the EU is negotiated. We look
forward to working with Government on forward-looking policies to help achieve this
and to advancing the attractiveness of UK-based financial and related professional
services.

Prior to the referendum it had produced A practitioner’s guide to Brexit which:
addresses the practical questions businesses need to be aware of in the event of a
Brexit and looks more widely at the EU referendum debate. It also considers the UK’s
post-Brexit trading arrangements with other countries and three alternatives to our
current EU membership from the perspective of the financial and related professional
services industry.

Travers Smith
Travers Smith is a London law firm with significant experience in the development of
European financial services law. It has produced a summary – Brexit: What is the short
term legal impact on UK financial services? . It begins:
The UK electorate has voted in support of the UK leaving the European Union. We
now expect the UK Government to initiate the process for the UK's departure. This is
likely to be complex and there will be a protracted period of negotiations before the
long-term position is settled. What are the immediate impacts on the law and
regulation applicable to UK financial services firms in the meantime? In short: very
little.

And ends:
Will there be a significant impact in the future?
This will depend in part on the terms of exit which are unlikely to be known for some
time. If the UK remained part of the European Economic Area, it would retain access
to the single market for financial services and operate within broadly the same
regulatory framework. That outcome seems unlikely because the UK would also be
subject to EU obligations on the free movement of persons, which was a key theme in
the leave campaign. If the UK does not negotiate a trade deal with remaining EU
members requiring it to comply with all EU financial services law and regulation, there
will be an intense debate about how much of that law and regulation is retained and
for how long.

It has produced a longer Brexit document written pre referendum.
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UK financial institutions
Barclays
Barclays Group Chief Executive Officer Jes Staley said: ‘The United Kingdom has voted
to leave the European Union. This is a significant decision and there will be many
questions asked in the coming days and weeks about what happens next. The
answers are complex but our position is not: we will not break our stride in delivering
the Barclays of the future.
‘Barclays has stood in service of our customers and clients for over 325 years. We have
been here for them through equally profound changes before. And no matter what
has been laid before us, we have been here to help them achieve their ambitions.
‘That does not change today. And through the uncertainty of the months ahead, be
in no doubt that we are ready to do whatever it takes to uphold that promise.
‘The strategy we announced on 1 March was not conditional on the UK remaining in
the EU. We are a transatlantic consumer, corporate and investment bank, anchored in
the UK and the US. That remains the core of our strength and the Barclays of the
future.’

RBS
The result of the referendum has been announced. The UK has voted to leave the
European Union.
We would like to reassure our customers that the outcome of this referendum should
have no immediate impact on their everyday banking services.
We are operating business as usual, please find further information on our FAQs
[here].

Santander
Nothing has changed for Santander UK. There are no changes to the way we serve
you and we won’t make any changes to our products and services as a result of the
referendum without notifying you first.
Your eligible deposits are still protected by the Financial Services Compensation
Scheme (FSCS) up to a limit of £75,000. This won’t change now that the UK has
voted to leave the EU.

Lloyds of London
Commenting on the vote, Chairman John Nelson, said:
“I am confident that Lloyd’s will stay at the centre of the global specialist insurance
and reinsurance sector, and I look forward to continuing our valuable relationship
with our European partners.
“For the next two years our business is unchanged. Lloyd’s has a well prepared
contingency plan in place and Lloyd’s will be fully equipped to operate in the new
environment."

