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The Famous/Infamous Referendum

On June 23rd 2016, the UK voted to leave the EU
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Article 50 in Summary

1. ABILITY TO EXIT THE EU - Any Member State may decide to withdraw from the Union in
accordance with its own constitutional requirements. Any Member State may decide to withdraw
from the Union

2. NOTIFICATION AND AGREEMENT: A Member State which decides to withdraw shall notify the
European Council of its intention. The Union shall negotiate and conclude an agreement with
that State,

3. MEMBERSHIP BENEFITS SHALL CEASE TO APPLY. The Treaties shall cease to apply to the State
in question from the date of entry into force of the withdrawal agreement.

4. REMOVAL FROM COUNCIL For the purposes of paragraphs 2 and 3, the member of the
European Council or of the Council representing the withdrawing Member State shall not
participate in the discussions of the European Council or Council or in decisions concerning it.

ABILITY TO REJOIN: If a State which has withdrawn from the Union asks to rejoin, its request Bov
shall be subject to the procedure referred to in Article 49.
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Brexit Implications
Uncertainties Abound

e EU LOSES the 5th largest economy in the world and the most developed
financial centre in Europe

* UK LOSES ease of access to the EU’s significant internal market

* Economic Effects: In light of their mutual trade dependence, the UK’s exit
from the EU is likely to have important effects on these two economies

* Economic and Trade Activity: The EU is the UK’s largest trade partner,
demanding almost half of UK exports and providing almost 60% of UK
imports
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Brexit Implications
Uncertainties Abound — Other Matters

EU Budget - In 2016, Britain paid in £13.1bn, but it also received £4.5bn worth of spending so the
UK's net contribution was £8.5bn.

Legal B-Day Implications — Customs duty to be paid. But who pays it? And if the buyer and seller
enter a dispute, what court resolves it.

British exporters to the EU would be subject to the same customs checks, tariffs and regulatory
barriers that are currently in place with the third countries In practical terms, this means lorry
queues at border points like Dover and Calais impacting logistics.

Weaker pound will automatically mean that imports will be more expensive inducing inflationary
pressures

Impact of Fisheries - boats from other EU member state will lose their automatic legal right to go fish
in UK waters.

EU citizens in the UK would be in a form of legal and political limbo. Meanwhile, UK nationals
elsewhere in the EU would find themselves at the mercy of individual nation states. Bov
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Much Awaited Agreement - Brexit Deal Day

e 24 December 2020 - EU and the UK reached an agreement on the terms
of their relationship following the UK’s withdrawal from the EU.

1. EU-UK Trade and Cooperation Agreement (TCA) provisionally entered
into force on 1 January 2021 and provides for zero tariffs and zero
quotas on all trade of EU and UK goods that comply with the
appropriate rules of origin.

2. Security Procedures - Agreement also covered security procedures for
exchanging and protecting classified information; and

3. Cooperation on the safe and peaceful uses of nuclear energy. BOV
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Brexit and Malta
A Threat, Opportunity or Both?
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Brexit and Malta
— A Threat, Opportunity or Both?

UK Exports/Imports: Malta’s dependence on the UK has declined over time, with exports and imports
of goods falling from 30% in 1970s to less than 5%.

Tourism: The share of UK tourists has fallen from nearly 80% in the early 1980s to less than 30%.

EU: The EU however is still a very important partner on the import side, accounting for almost half of
Maltese goods imports. Diversification of its export markets has also helped reduce Malta’s reliance of
the rest of the EU market as an exporting partner.

EU/UK Combined Together, the EU and the UK account for more than 43% of Maltese trade in goods
and around 33% in trade in services.

Brexit is expected to contribute between -0.24% and -0.54%. Over this period, Malta is projected to
grow close to 12% implying that even under the worse case scenario Brexit is expected to have a
negligible impact on Malta’s pace of economic expansion
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Malta’s Dependence on the UK Market

Chart 1
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Brexit and Malta
A Threat, Opportunity or Both?
- Financial Sector Implications

* 4 key clusters of UK operators:

Cluster 1: Operators that also have a presence in other EU member states
Cluster 2: Operators that are servicing the UK’s internal market

Cluster 3: Operators servicing non EU Markets

Cluster 4: Operators servicing the European financial services market — of interest
to Malta particularly operators in the Insurance and Asset Servicing sectors.
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Brexit and Malta
A Threat, Opportunity or Both?
- Financial Sector Implications

Financial services is the largest contributor to the UK’s surplus - £11 billion out of a total
of £ 25.1 billion

EU PASSPORT : Round 5,500 British firms rely on passporting rights that their business
brings in £9 billion in revenue every year to the UK

Strategic Options for Cluster 4 operators servicing the EU financial services market:

Option 1: As is state of play, and promote products and services on the basis of national
private placement rules

Option 2: Set up a lean operation in an EU member state

Option 3: Use the services of an EU member state operator to front EU business Bov
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Brexit and Malta
A Threat, Opportunity or Both?
- Other Considerations

1. Impact on existing UK FDIs based in Malta servicing the UK market.

2. UK’s post Brexit economic and commercial strategy
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Concluding Remarks
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Concluding Remarks

Attracting FDIs: UK’s ability to sustain its attractiveness as an FDI destination might be
Impacted in view of the loss of access to EU’s internal market and key supply chain
components — partnership opportunities

UK’s Financial Centre: - EU will be loosing one of the most sophisticated financial centre in
the world — UK will be remaining fairly anchored in Europe and will therefore remain relevant

Financial Sector — Malta as a passport destination to the EU

UK to open up more actively to New Markets: Association with a different trade block
(NAFTA or an emerging "Asian" Australia and New Zealand) could replicate the attractors EU
membership offers — developments to be closely followed.

Commonwealth: UK remains firmly influential in the Commonwealth which it will surely try
to economically leverage going forward — Malta is one of 2 EU member states members of
the Commonwealth
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