
Treasury and Trade Solutions

The Impact of Brexit 

Commitment
Citi is very well positioned to support its clients through the 
UK’s withdrawal from the EU. As a global bank, Citi has invested 
signifi cantly in its presence across 97 countries including 22 
European Economic Area (EEA) countries. We have organised 
our businesses to operate effi ciently and effectively across 
Europe and the EMEA region and do not just rely on our UK 
operations. Indeed, one of our strongest competitive advantages 
is our network and our ability to serve our clients globally. 

Planning 
The UK’s formal departure process from the European 
Union – Brexit – does not begin until Article 50 of the Lisbon 
Treaty is invoked. Once invoked, there will follow a two-year 
negotiation period during which the UK will negotiate the 
terms of its exit. This means that, even assuming Article 50 is 
triggered in early 2017, the status quo remains until early 2019. 

Citi is very well positioned to support its clients 
through the UK’s withdrawal from the EU. 

Much has been said about the post-Brexit trading model 
that UK may end up with. Given that the UK is such a 
powerful and signifi cant trading partner of the EU, it is 
also possible that a unique trading model comes into 
existence as a result of the negotiations. 

Despite uncertainty around the exact timing of the exit 
and the nature of the fi nal trading model with the EU, it is 
incumbent upon forward thinking corporate treasuries to 
prepare themselves for any possible outcome.

We view Brexit as a challenge but also 
as an opportunity. 

We are currently planning for those critical areas where we 
provide the essential fi nancial infrastructure to your business 
as this is a fundamental and core part of our offering to our 
institutional clients globally. 

We want you to have full confi dence that we have your 
interests in mind. Should there be any changes to our 
infrastructure which would have an impact on you or our 
services to you, we will let you know promptly. We are 
committed to work with you to continue to provide core 
services with minimal or no disruption. 

We view Brexit as a challenge but also as an opportunity. 
An opportunity to partner with our clients in their treasury 
journey, an opportunity to widen our capabilities and an 
opportunity to demonstrate once again why Citi is a global, 
European and UK banking partner for our clients.

This paper assesses the impact of Brexit on cash management and trade. It highlights the most 
important factors that corporate treasurers need to be aware of in this period of uncertainty. 
Evolution of corporate treasury structures may prove to be a necessary step; but this should 
be cautiously undertaken with clear sight and understanding of the signifi cant changes in the tax 
and regulatory environment. We are committed to working with you closely and to having an open 
dialogue so that we meet your banking needs. 



The Potential Impact on Trading and Treasury Models
The withdrawal of the UK from the EU may lead to commercial disadvantages due to 
changes in taxes, regulation and access to the single market. Here are some of the areas 
that may be affected, depending on the outcome of the UK’s negotiations with the EU.

Customs Duty
Cross-border supplies that are currently intra-EU become exports and imports. 
Additional duties may also become applicable to transactions between UK and  
non-EU countries, as the UK ceases to benefit from free trade agreements (FTAs)  
in place between the EU and non-EU countries. This may lead to greater supply 
chain complexity, additional reconciliation requirements and impact taxation.

Supplier Services
Depending on how contracts are drafted, the UK’s withdrawal from the EU may lead to the UK being 
removed from the territorial scope of the software licenses, distribution agreements etc. under which the 
organisation is entitled to use goods and services or exploit data, software, materials and the intellectual 
property rights within. Corporates should review possible changes to their contracts due to applicable 
laws, import/export charges, taxes and controls, governing law and dispute resolution clauses.

Data Privacy 
General Data Protection Regulation (GDPR) will come into force through the EU in May 
2018. GDPR prohibits the transfer of personal data to countries that do not offer adequate 
protection unless certain conditions are met. Corporates may have to re-assess how their 
data is being handled both within their organisation and within their supply chain partners.
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Passporting 
Freedom to ‘provide services’ and ‘move goods’ for corporates established in an EEA member state 
may cease. This may impact existing subsidiary structures where a UK subsidiary does business in 
the EEA and vice-versa. Corporates may need to obtain a license or establish new subsidiaries. 

Tax 
The UK may cease to be bound by various European tax directives, incl. the Interest  
and Royalties Directive and the Parent/Subsidiary Directive which provide exemptions 
from Withholding Tax (WHT) on dividends, interest and royalties between related 
parties in the EU. This may impact structures that result in intercompany loans like 
certain pooling structures, InHouse Bank (IHB) transactions and Pay on Behalf Of 
(POBO)/Receive on Behalf Of (ROBO) structures.



The Potential Impact on Banking Services

Our Presence in Europe

Possible Consideration

High Value Clearing from  
UK Euro Accounts

Transactions originating from UK Euro 
accounts may lose full value protection 
under the Payment Services Directive 
and transaction costs may increase

Corporates with a large number of  
high value Euro transactions from UK 
accounts may have to migrate these 
transactions to EEA based accounts

Low Value Clearing from  
UK Euro Accounts

As of today, in general SEPA can 
originate only from EEA based accounts

Corporates with a large number of 
SEPA transactions from UK accounts 
may have to migrate these transactions 
to EEA based accounts

Liquidity Management  
and Intercompany  
Lending/Borrowing

Impact of reverting to double taxation 
treaties due to ceasing of Interest and 
Royalties Directive and the Parent/
Subsidiary Directive

Tax due diligence on participating 
entities 

Trade
Tax related considerations on loans 
based on domicile of booking entity

Use the exit period and any subsequent 
transition period to book UK loans 
through UK domiciled entities and EU 
loans through EU domiciled entities

Commercial Cards
Cards issued cross border into/out  
of UK may be impacted

May be possible to change  
issuing entity without significant  
re-documentation requirements

Mitigation

United Kingdom

1 includes Cyprus and Malta (not shown on map)

EEA countries with no 
physical presence1

EEA countries with  
physical presence

Non-EEA countries
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Brexit in the context of other changes 
In addition to the evolving political environment caused by Brexit, other tax and regulatory 
environmental changes like BEPS and IRC 385 necessitate a re-evaluation of Treasury structures.

We want to have an open dialogue with you on how we can best support your banking needs during this period 
of uncertainty. The Citi team will be in touch to discuss this topic, and in the meantime, please contact your Citi 
representative if you have any questions.
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IRC 385 

Intent 
Addresses whether a purported debt instrument  
is treated as stock or debt (in whole or part) for 
US federal income tax purposes. Recharacterises 
related party debt as equity in a wide variety of 
circumstances where no tax planning is involved.  

Impact 
Increased cost of intercompany obligations.

Timeline 
Finalisation expected by year end. Impact would be 
retrospective (April 2016).

Base Erosion and Profit Shifting (BEPS)

Intent 
Addresses concerns that the interaction between 
the various domestic tax systems and double tax 
treaties can often lead to profits falling outside the 
charge to tax altogether or be subject to an unduly 
low rate of tax. 

Impact 
Potential changes to existing group structure and 
financing arrangements.

Timelines 
OECD’s Action Plan on BEPS was published in July 
2013 and the final deliverable of all action points 
was published in October 2015. Implementation has 
commenced (reporting live for many), April 2017 
proposed date for interest deductibility in the UK. 

Basel Committee on Banking Supervision (BCBS) 
Consultation on Leverage Ratio

Intent 
Leverage ratio was proposed by the BCBS as, in 
addition to risk-based capital ratios, the means to 
measure the extent of capital versus the exposure for 
a bank. Under these guidelines, netting of deposits and 
loans is not allowed. In addition, collateral, guarantees 
or other credit risk mitigation techniques are not 
taken into account.

Impact 
If the consultation results in regulations that require 
gross reporting of balances, the costs of notional 
pooling will significantly increase. 

Timelines
Consultation closed on 6 July 2016. Comments are 
being considered by BCBS.


