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5 key trends:
How Brexit and the pandemic

are shaping European governance recruitment
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Introduction

On January 31st 2020, the UK formally withdrew from the European Union (EU) — more
than three-and-a-half years after the country first voted ‘Leave’ in the 2016 referendum.

Less than a year later, the nation has also left the bloc’s single market and customs
union. In more conventional times, Brexit would be the biggest story of the year in
European governance circles.

However, the arrival and spread of Covid-19 in mainland Europe in early 2020
caused immediate, unprecedented disruption to the way many firms do business.
This disruption is still ongoing and will likely have lasting consequences for business
practices across the financial services industry.

But how have European companies coped with the twin headwinds of Brexit and
Covid-19? In what ways are these trends shaping governance recruitment across the
region? And which other key issues are keeping governance teams awake at night?

In this report, we hope to bring valuable insight to both organisations and
professionals regarding the current state of play in European governance recruitment.

We welcome your feedback and look forward to hearing your thoughts on the latest
market developments.
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To ensure our research and insights accurately reflect the
experiences of clients and candidates across Europe, we
interviewed senior decision-makers at a range of EU-based ';'-1,

financial services firms for this report. i R A
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We would like to thank them for their participation and ,'_"""

contributions. In order to share their comments and oplnlons as .. =

transparently as possible, we have preserved their anolﬂmny
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functions we spoke to cited Brexit as a major driver of day-to-day

activity across their departments.

More than 440 firms across banking and finance have moved or are in
the process of moving parts of their business, employees, assets or legal
entities from the UK to the EU, according to a recent study by thinktank
New Financial.

The researchers estimate that banks, insurance firms and asset managers
have already collectively transferred approximately £1 trillion (€1.1 trillion)
in assets and funds because of Brexit.



https://newfinancial.org/brexit-the-city-the-impact-so-far/

This data mirrors our own observations, although we
have also seen significant interest in Luxembourg as a

post-Brexit hub among asset managers. Businesses are
attracted to the country’s excellent geographic location
in Europe, nestled as it is between France, Belgium and
Germany, as well as its close proximity to London. Many
companies also already had a presence there.



https://newfinancial.org/wp-content/uploads/2021/04/2021.04-Brexit-the-City-infographic-for-website.pdf
https://newfinancial.org/wp-content/uploads/2021/04/2021.04-Brexit-the-City-infographic-for-website.pdf

Best-laid plans go awry

Some businesses were better prepared than others for the
regulatory repercussions of Brexit. One Head of Risk for the
Brexit entity of an international investment bank admitted their
organisation had been slow to accept some of the realities of the
UK’s exit from the EU.

“It has been tough because some regulatory supervisors have
been less than sympathetic. To their credit, they had been trying to
push us along the process in 2020, but they are now really piling a
lot of pressure on us,” the senior decision-maker explained.

Even companies that felt confident in their Brexit preparations have
experienced bumps in the road. Some had made significant early
investments into EU structures that couldn’t be fully utilised during
the contentious negotiation period.

“We got ahead of the game and put into place post-Brexit
measures quite quickly, so we were quite frustrated with how
long the negotiations and delays took,” one Head of Risk and
Compliance told us.

“The true test will be profitability once a more stable market
returns because there has been quite a significant increase in the
cost base with, as it stands, nowhere near an equivalent increase

in client numbers.”

>7,600

, or 0.7% of the UK total

have moved from the UK to Europe due to Brexit.

Further complicating matters is the ongoing uncertainty that still
surrounds many of the legal specifics of how financial services firms
across the UK and EU will operate in a post-Brexit world.

The Brexit deal was notoriously light on detail about the future of the
financial services sector.

Indeed, a memorandum of understanding that would enable UK and

EU policymakers to begin serious dialogue on voluntary regulatory
cooperation wasn’t agreed until late March 2021. At the time of writing, it
is yet to be signed.



https://www.ey.com/en_uk/news/2021/03/ey-financial-services-brexit-tracker--uk-financial-services-firms-continue-to-incrementally-move-assets-and-relocate-jobs-to-the-eu-but-changes-since-the-brexit-deal-are-small
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Regulatory compliance
tops governance agendas
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Preparing for regulatory changes has been a key focus for most
governance teams over the past year and will continue to be a priority
moving forward.

“Our main challenge has been linked to a change of status with the
local and regional regulators,” one Head of Risk and Compliance at a
Paris-based international broker said.

“Developing, implementing and reporting back on new policies to

meet new requirements has been particularly tough to do remotely
during the pandemic.”

While the lion’s share of regulatory work for many businesses was
Brexit-related, this was not always the case, and governance teams
have a raft of other regulations to consider.

Timeline of key regulatory
developments

> 6AMLD: The EU’s Sixth Anti-Money Laundering Directive came
into effect on December 3rd, 2020

> MiIFID II/MiFIR review: ‘Quick fix’ amendments to the MiFID/
MiFIR framework were published in February 2021 and will
apply from February 28th 2022. Further changes are also due
to be announced in the near future.

> Investment Firms Regulation: A new prudential regime for
MiFID investment firms applies from June 26th, 2021.
> ESG: The Sustainable Finance Disclosure Regulation was

adopted by the EU in 2019 and came into force for certain
financial services firms in March 2021.




Opportunities in ESG Climate change
Regulatory compliance often places additional pressures on businesses, oppo rtu N ities at a g Ia nce

but there are opportunities for companies that take a proactive approach.
ESG and climate risk is an area where leading by example could have > Green lending up nearly 250%

significant upside potential. > Investors likely to double allocations to

“Our teams and the business as a whole have been dealing with the > Over already issue their own sustainable
changes needed for sustainability,” one source told us. instruments

“The view from the top is that just adhering to what is mandated by 96% of European firms feel client demand will rise for
the regulators is not enough. The whole area of sustainability, climate sustainable products
change and the broader ESG remit is ultimately where the competition €1.2 trillion of new low-carbon revenue opportunities identified
for new business will sit.” in

Furthermore, the financial services industry continues to show support for
robust climate change regulations and guidance. Seven in 10 businesses
believe there should be a collaborative, open-source framework to
improve climate change tracking and disclosure processes.
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https://www.ft.com/content/d649cf78-35f8-11ea-a6d3-9a26f8c3cba4
https://www.blackrock.com/corporate/newsroom/press-releases/article/corporate-one/press-releases/blackrock-survey-shows-acceleration-of-sustainable-investing
https://www.ebf.eu/sustainable-finance/climatesurveypressrelease/
https://www.oliverwyman.com/our-expertise/insights/2020/feb/doubling-down.html
https://www.ebf.eu/wp-content/uploads/2020/01/Global-Climate-Finance-Survey-2020.pdf
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But many senior decision-makers question whether it
would be practical — or even possible from a regulatory

e

It almost goes without saying that
Covid-19 caused monumental changes
to workplaces across the world in 2020

perspective — for governance teams to work remotely
and 2021. An overwhelming majority of
European countries introduced some

permanently.

“Regulators will want the ‘registered representative’ to be based
in country and managers will need face-to-face time with their

form of regional or national lockdown

measures.
teams,” a Luxembourg-based Head of Risk and Compliance said.

In July last year, nearly half (48%) of EU
employees were working from home at
least some of the time, with 33% doing so

We can confirm this holds true for all of the senior
searches that our consultants have worked on, including

exclusively, according to Eurofound. And CRO, CCO, MLRO and Conducting Officer roles.

nearly 8 in 10 staff would like to continue )
Tax rules are also an important factor. Many cross-

working from home occasionally, even i i )
border employees enjoy protection from being taxed

when lockdown restrictions in their

. twice on their income due to double taxation treaties
country are lifted.

between EU countries.

Our conversations with clients revealed a . o
. . However, these treaties place a limit on how many days
more mixed response to remote working

. ) . . an employee can work from home without also bein
within the financial services sector. ploy 9

taxed by the country they live in. National governments

The vast majority of organisations pivoted have temporarily abandoned these thresholds in light of

quickly to ensure the health and safety the pandemic, but this is unlikely to be the case forever.

of their staff while still working hard to
maintain business as usual to the best of
their abilities.


https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef20059en.pdf
https://www.pwc.com/us/en/industries/financial-services/library/balancing-remote-and-in-office-work.html

Tough decisions ahead Cyber security in a
How companies proceed with their post-pandemic remote working post_pa ndem ic World

policies will often depend on the size of the business and its location, as
well as the sector in which it operates. Financial services firms are right to be worried about

cyber security risks arising from remote working,

Smaller, more agile fintechs that already had well-established flexible . .
according to recent studies.

working policies have found the work-from-home shift far easier than

larger incumbents with more traditional in-office set-ups. o

Nevertheless, we expect most organisations to begin offering more 238 /o

flexible working options, albeit not necessarily at the level seen during Cyber-attacks against the sector rose 238%
the peak of the pandemic.

A Chief Compliance Officer for an international banking group based in

Frankfurt explained that their firm was still weighing up the various pros Fs atta c ks
and cons of remote working.

Aside from health, suffers the
“On the one hand, client data security and secrecy has been a big fear of the most cyber security attacks

company,” they said. “On the other hand, cost-saving is an important issue for us,

and real estate is a huge part of our current fixed-cost base, so | expect changes es 4 m

in our office use and practices moving forward. o
European firms average in financial

“Ultimately, companies who get remote working policies wrong may also struggle
Y P g gpP gmay 99 losses for every data breach

to hire the best talent in the future.”

Download our report, Impact of Covid-19 on the
Information and Cyber Security Market for insights

on how financial firms coped during the pandemic.



https://www.carbonblack.com/wp-content/uploads/VMWCB-Report-Modern-Bank-Heists-2020.pdf
https://www.bis.org/publ/bisbull37.pdf
https://www.infoblox.com/wp-content/uploads/infoblox-whitepaper-cyberrisk-alliance-insight-report-on-the-global-financial-services-sector.pdf?mkt_tok=MjQwLVBUSy03NTEAAAF9Q9isATHRMozttGA9gzhRaaz5m4uj-6gyOKcf2j5tgubwlk5_hV7cB_f9XqN_iNk6r1reabdfDjoGQSsfSUcdQCtUONt0nxKjM07aiB1JCfnLFA

road to recovery

It's not just work routines that Covid-19 disrupted. The pandemic
had an immediate and significant impact on European recruitment.

During the first wave of the pandemic in April/May 2020, we saw
only 15-22%' of the expected volume of governance roles being
registered. These low levels continued throughout the summer,
as travel restrictions, second waves and unpredictable national
lockdown policies created major uncertainties for both employers
and candidates.

However, by the end of the year, expected job volumes had
begun to regain momentum and have accelerated in 2021 as
businesses regain confidence and the lag effect of delaying
essential hires became clear.

While delays to the vaccine roll-out and potential third waves
and new strains of the virus prevail, senior decision-makers: -
spoke to also felt the European governance market had remained
relatively resilient, despite headwinds.

1. Sector and region account for percentage variance



Hiring trends in Europe

The uptick in activity late last year is likely to have been
boosted by firms beginning to implement the last phases of

Even with tight restrictions on the movement of people, the EY
Financial Services Brexit Tracker for October 2020 showed an
extra 400 new roles in Europe had been advertised or already

their Brexit planning.
filled when compared with January that year.



https://www.ey.com/en_uk/news/2020/09/ey-financial-services-brexit-tracker-fs-firms-continue-moving-staff-ahead-of-brexit-deadline

!

“For me, the biggest impact of Brexit has been people being recruited from my team!”

“l have come to accept it is likely to be more expensive to hire the talent we need
this year. But this will be a battle | need to fight.”

“Brexit has meant | have lost good people and it has been hard to replace them.”

“A lot of head-hunters have been in touch with me. My impression is there are more
Jjobs than good people right now.”

These are just a handful of the comments made by the senior decision-
makers that we interviewed.

Even among the companies that weren’t actively hiring themselves, the
consensus was that attracting and retaining talented staff was becoming
more difficult. Given the broad geographical spread of our clients, this
appears to be a Europe-wide trend.

ba

A competitive market and the challenge of attracting good people from

overseas — particularly amid the backdrop of a pandemic — has resulted
in upward pressure on salaries.

That said, there are some exceptions. For example, Spain is a particularly
candidate-rich region, with fewer roles on offer, although we predict

this will change as the year progresses. Recruitment levels have also
remained broadly consistent in Switzerland, albeit slightly lower than in
typical years. This is perhaps to be expected given the lack of a ‘Brexit
effect’ due to the country being outside the EU already.

Generally, however, our dialogue with employers matches what we're
seeing on the ground, which is that demand for talented professionals is
still strong despite market conditions.




Working with a specialist
recruiter

When looking to build a team that can support corporate governance

requirements across Europe, engaging a specialist recruiter with deep

roots and expertise in these markets will save you time and money.
Barclay Simpson has one of the most established corporate governance
teams with a proven track record of supporting businesses with both a
European head office or subsidiary of a UK entity. Get in touch to learn
how working with Barclay Simpson can help you build the European
corporate governance team you need to secure your company’s future.

f :




What are employers looking for?

Recruitment trends obviously vary by country and are highly sector-
specific. But Brexit is likely to cast a long shadow over European hiring
trends across the financial services industry for the foreseeable future.

As such, candidates that have built up two to three years’ experience
helping set up Brexit entities already come at a premium.

This demand will only become more evident as governance functions
start building out their teams beyond the core governance spine.

We expect more mid-level and senior-level hiring to flesh out these
departments once they begin to manage additional projects.

However, a scarcity of suitable talent may be encouraging some
companies to hire less experienced candidates and promote them into

senior positions too quickly.

Businesses should therefore seek the support of a specialist recruitment
firm to help them avoid costly hiring mistakes.
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‘| sometimes question the B ¢
appropriateness of certain e
Head of Department Ak o
appointments being made Ml
by other companies. | think
to myself: ‘That person is
nowhere near ready to run a
function.”

— Head of Risk at an international bank
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European firms face unprecedented market pressures in the form of Brexit and
Covid-19, either of which alone would be enough to cause significant problems
for governance teams. Combined, the challenges have been amplified.

Nevertheless, most businesses continue to tackle these issues with aplomb,
meeting robust regulatory obligations while ensuring the health and safety of
their staff in difficult circumstances.

Finding the right talent is never easy, and businesses hit by both Brexit and the
pandemic may have been reluctant to hire. However, a clearer picture of the
UK and EU’s relationship after Brexit is now beginning to emerge, and early
vaccine results are promising.

These developments should spell good news for hiring, and we expect

market activity to increase as European businesses look to strengthen their
governance teams over the coming year.
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Providing effective s s

'European recruitment
and workforce solutions»

Barclay Simpson has a dedicated division covering all our specialist areas
of recruitment in the European market.

We take a bespoke approach to all hiring challenges, ensuring your unique
business needs are met quickly and efficiently. Taking a 360-approach to
resourcing, we understand the best ways to source appropriate domestic
and international candidates, and the logistics of relocating people within
Europe and globally, allowing you to focus on your own priorities assured
that your recruitment needs are being handled.

Get in touch to learn how a working with Barclay Simpson can help you

enhance your team to secure your company’s future. Ben Carter-Fraser Nicole Madriz

Head of European Recruitment Risk Recruitment Principal

Consultant — Europe

Barclay Simpson

Taunusanlage 8, Frankfurt, HE 60329

Bridewell Gate, 9 Bridewell Place, London EC4V 6AW
Tel: +49 (0) 172 533 2593 | Email: bs@barclaysimpson.com www.barclaysimpson.com



