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With No Frexit, the Focus Returns to Brexit

May 9, 2017

With French presidential elections out of the way, expect further clarity on Brexit and more competition from
French banks.

Last week the debate across the channel about how the U.K. and the EU should best engage on the Brexit
process could be heard at near DEFCON 1 levels.

Countering European Commission president Jean-Claude Junker’s contention that "Brexit cannot be a
success," U.K. Prime Minister Theresa May warned, "l will be a bloody difficult woman."

It is hard to avoid the impression that some of this display was posturing toward the rest of Europe—and
French voters in particular—to emphasize that leaving the EU is best avoided.

Exit Frexit

With Emmanuel Macron's resounding victory in the French presidential election, the prospect of Frexit is off
everyone's mind—at least for the next 5 years. And there is not another major electoral trap within the EU in
the next 1 to 2 years, as German voters will head to the polls this fall and appear likely to vote for some
version of mainstream, pro-EU political continuity.

While there will still be some need for political posturing in the U.K. ahead of the British elections, it is fair to
assume that the U.K.-EU discussion will become more business-focused. In the coming months, the discussion
will focus on the practical questions of Brexit and the impact on companies.

The main question will be how companies should organize their businesses, including:

e recruitment of EU nationals in the U.K.

¢ the provision of cross-border financial services

e organizing cross-border supply chains that may no longer enjoy complete freedom of trade in goods
and services

Paris Back in the Game

A second immediate implication of the French election is that financial services providers and their clients
should find that "Paris is back in the game" and poised to pick up business from providers that are moving
some of their operations from the U.K. to continental Europe.


https://stg.greenwich.com/
http://www.telegraph.co.uk/news/2017/05/02/theresa-may-warns-jean-claude-juncker-will-bloody-difficult/

The public announcements from firms including Goldman Sachs, J.P. Morgan and UBS have so far clearly

favored Frankfurt, as few banks would have ventured to staff up in Paris with the prospect of an extreme left
or extreme right government. But with Macron's background, it is fair to assume there will be an early focus in
his administration to attract more of the "Brexit crowd" to Paris by relaxing labor market rules, taxation and
other regulations that have acted as a drag on Paris' attractiveness for financial services providers.

Furthermore, the major French banks are showing stronger business momentum than most of their European
peers, as illustrated in particular by the first quarter results of BNP Paribas.

This is also supported by the strong business momentum among corporates toward BNP Paribas, according to

our latest corporate banking research , which shows that a net 8% of major European corporates expect to
increase business with the bank. Only Santander matches this scores with a net 9%, while the remaining Top
20 European corporate banks achieve scores ranging from -17% to +7%.

With the Macron election, the threat of politics and further regulation in their home market has receded
significantly, leaving the French banks free to capitalize on their strong business momentum.

Summary

The implications for corporates conducting business across the EU are straightforward and rather positive. In
the coming months, expect to see more clarity on those parts of your business that are impacted by Brexit
and more options among French financial services providers, as competition heats up.
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Coalition Greenwich, a division of CRISIL, an S&P Global Company, is a leading global provider of strategic
benchmarking, analytics and insights to the financial services industry.

We specialize in providing unique, high-value and actionable information to help our clients improve their
business performance.

Our suite of analytics and insights encompass all key performance metrics and drivers: market share, revenue
performance, client relationship share and quality, operational excellence, return on equity, behavioral
drivers, and industry evolution.

About CRISIL

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets
function better. It is majority owned by S&P Global Inc., a leading provider of transparent and independent
ratings, benchmarks, analytics, and data to the capital and commodity markets worldwide.

CRISIL is India’s foremost provider of ratings, data, research, analytics, and solutions with a strong record of
growth, culture of innovation, and global footprint.
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It has delivered independent opinions, actionable insights and efficient solutions to over 100,000 customers
through businesses that operate from India, the U.S., the U.K., Argentina, Poland, China, Hong Kong, and
Singapore.
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