
 

The Weekly Report from Brussels, provided by the European Affairs team at the City of London, provides an 

update on key developments relating to financial services in the EU. 

 

 

  

 

 

19 May 2017 
   

 

Welcome to the Weekly Report, prepared by the City of London European Affairs team. 

 

This week includes: 

 MEPs and Commission debate the challenges of Globalisation 

 Brexit Negotiating Guidelines supported by MEPs 

 In other news 

 Upcoming EU Institutions events and consultations 

More information about the work of the City of London European Affairs team can be 

found here. 

 

 

MEPs and Commission debate the challenges of Globalisation 

On 16 May, the European Parliament held a plenary debate on the EU response to 

globalisation which saw MEPs proclaim that globalisation is one of the greatest challenge 

that facing the EU. Parliamentarians also noted that, whilst globalisation has been of benefit 

to Europe as a whole, there is a need to ensure that EU citizens are protected from the 

adverse effects of globalisation. The debate was held in response to a reflection paper 

published by the European Commission the week before. 

 

Background: 

 

On 10 May, the European Commission published a reflection paper on Harnessing 

Globalisation. The paper is the second in a series of reflection papers as a starting point for 

a debate on the future of European integration. These papers contain ideas and scenarios for 

what Europe could be like in 2025, but no legislative proposals. 

 

The paper notes that globalisation is not a new phenomenon, but one that has accelerated 

as a result of increased interconnectivity and the rise of emerging economies. Whereas 

international trade was responsible for less than 20% of the world’s GDP in 1970, it now 

represents half of global GDP. 

 

https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263009#MEPs
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263009#Brexit
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263009#In other news
https://us5.admin.mailchimp.com/campaigns/preview-content-html?id=1263009#Upcoming consultations
https://www.cityoflondon.gov.uk/business/eu-and-regulation/Pages/default.aspx
http://www.europarl.europa.eu/news/en/news-room/20170509IPR73925/meps-want-to-protect-citizens-from-negative-effects-of-globalisation
https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-globalisation_en.pdf


However, whilst globalisation can be a force for positive change, the paper also recognises 

that there have been disadvantages, principally that the economic benefits of globalisation 

have not been evenly distributed amongst all citizens, as increased competition with the rest 

of the world has led to job losses in some sectors. These challenges, if not addressed, are 

likely to be exacerbated in the future by the growing trend of digitalisation and automation, 

thus the paper outlines the need to ensure that workers have the right skills to adapt to 

these market changes, and that calls for isolationism and protectionism need to be resisted. 

 

As regards the EU’s international response to globalisation, the paper advocates the 

continued development of a balanced, rules-based and progressive trade and investment 

agenda when opening up the EU to other markets which should work to enhance global 

governance on global problems, such as human rights and environmental protection. At a 

domestic level, the EU’s response should ensure Member States implement policies which 

allow citizens to keep pace with the changing skills needs of the labour market. They should 

aim to support innovation and investment to exploit their competitive advantages in a 

globalised world, and advocate smart regulation and taxation systems which support 

entrepreneurship and SMEs, ensuring a level playing field. 

 

Latest Developments: 

 

Opening the debate Jyrki Katainen, Commission Vice President for Jobs, Growth, Investment 

and Competitiveness, told MEPs that it was important to take an honest look at what 

globalisation has brought to the EU, but remember that even if the EU has greatly benefitted 

from globalisation, this means little to citizens if the benefits are not shared fairly and more 

evenly. 

 

He noted that, despite the many benefits, globalisation has also brought challenges, as there 

are concerns that globalisation leads to unfair competition with countries with lower wages 

or environmental standards which has, in some cases, led to factory closures and job losses. 

Additionally, globalisation has seen foreign companies and governments engage in unfair 

trade practices, such as dumping, tax evasion, or subsidisation that can distort competition 

and, in certain instances, deprive EU governments of tax revenues. 

 

However, he argued that the response to these problems should not be isolationism. 

Instead, the EU must ensure a better distribution of the benefits of globalisation and should 

seize the opportunity to shape it in line with EU values and interests. Vice President Katainen 

concluded by saying that the EU cannot respond to the challenges of globalisation by its self, 

but must be done in collaboration with Member States, regions and municipalities 

throughout the EU. 

 

Françoise Grossetête MEP (EPP, France) agreed that citizens are worried about globalisation, 

highlighting that in the recent French Presidential election ‘extreme’ candidates gained 40% 

of the vote. She said that, whilst the EU needs to live with globalisation, it also needs ensure 

that citizens do not suffer from the consequences of uncontrolled globalisation. She also 

highlighted research which concludes that by 2050 no EU Member State will be in the 

world’s top ten largest economies. The research details the need for a strong EU which is 

able to argue for high standards and values in negotiating international trade deals with 

countries such as the US, India and China. 

 



Jeppe Kofod MEP (S&D, Denmark) added that if globalisation is to succeed, it must succeed 

for the poor and rich alike, and that presently unmanaged globalisation has caused 

significant problems for EU citizens, such as stagnating wages and high youth 

unemployment (close to 20% in the eurozone). Additionally, he drew attention to increasing 

income inequality and cases where corporations and individuals have been allowed to pay 

little to no tax on their earnings as examples of “globalisation ran amok”, and called for the 

EU to take greater action against tax fraud. 

 

Taking a different approach, Hans-Olaf Henkel MEP (ECR, Germany) argued that the 

Commission’s paper did not sufficiently emphasise the benefits of globalisation, calling it “a 

blessing for humanity” and noted that countries which embrace globalisation are doing a lot 

better than those who resist it, such as Cuba or Venezuela. He also pointed out that 

globalisation is not merely about the exchange of goods and services, but of values as well, 

such as human rights and democracy. As such, he called on the discussion to move away 

from further integrating the EU and to focus more on opening up the EU Single Market to the 

rest of the world, starting with the UK when it leaves the EU. 

 

Marietje Schaake MEP (ALDE, Netherlands) argued that, although recent EU free trade 

agreements have been politically contentious, she remains convinced that the EU should 

continue to lead in promoting rules-based trade as a framework around globalisation based 

on the EU’s fundamental principles and high standards. As regards the digital economy and 

digital trade, Ms Schaake called on the EU to take more of a leading role in setting the rules 

and high standards, particularly at a time when the US may be looking to step back in this 

area. 

 

Next Steps: 

 

The Commission will publish the remaining three reflection papers on challenges facing the 

EU over the coming years before the end of June. These reflection papers will discuss the 

Economic and Monetary Union, Europe’s defence, and the finances of the EU. The 

Commission released the first reflection paper on Europe’s social dimension last month. 

 

 

Brexit Negotiating Guidelines supported by MEPs 

On 17 May, the European Parliament held a plenary debate on the outcomes of the most 

recent European Council meeting, where Heads of Government approved the Council’s 

guidelines for negotiations on the UK’s exit from the EU. MEPs welcomed the unity of the 27 

Member States and the EU institutions on the matter and called for any reform of the EU to 

benefit all its citizens. 

 

Background: 

 

On 29 April, a Special European Council summit was held to formally adopt the Council’s 

guidelines for negotiations on the UK’s withdrawal from the EU. The guidelines were agreed 

unanimously at the meeting in less than four minutes. 

 

https://ec.europa.eu/commission/sites/beta-political/files/reflection-paper-social-dimension-europe_en.pdf
http://www.europarl.europa.eu/news/en/news-room/20170509IPR73931/meps-welcome-unity-on-brexit-and-call-for-reform-of-the-eu
http://www.consilium.europa.eu/press-releases-pdf/2017/4/47244658130_en.pdf


The guidelines set out a phased approach to the negotiations, where the first phase will 

focus on the terms of the UK’s exit, the second on the future arrangement between the EU 

and the UK, and, if possible, a final phase providing for a transitional period.  The Council’s 

guidelines also set out the core principles for the negotiations, namely that, once it is a 

third-country, the UK cannot receive all of the benefits of the Single Market without taking 

on the obligations. Equally, they rule out Single Market access on a sector-by-sector 

approach. 

 

The document also lists the outstanding issues to be resolved as a priority during the 

negotiations, which include agreeing reciprocal guarantees for EU citizens residing in the UK 

(and vice-versa), reaching a financial settlement between the UK and the EU (which covers 

all budgetary commitments and liabilities), finding a workable arrangement for Northern 

Ireland and agreeing on an appropriate dispute resolution mechanism regarding the 

application of the withdrawal agreement. Finally, the guidelines assert that ‘sufficient 

progress’ is required to be made on these issues before any negotiations on the UK’s future 

relationship with the EU can commence. 

 

Latest Developments: 

 

President of the European Council Donald Tusk told MEPs that the agreement reached in the 

Council demonstrates that the Heads of Government have successfully responded to the 

urgency of the situation. He noted that there will be little time for both sides to reach an 

agreement within the framework set out by the Treaties, which is why the Parliament and 

leaders need to continue working together constructively to ensure a positive outcome for 

the EU. 

 

President Tusk reiterated the importance that the negotiations follow a phased approach, 

whereby no talks on the UK’s future relationship with the EU will begin until sufficient 

progress is made on the issues of priority for the withdrawal agreement. He said all Heads of 

Government fully supported this approach and agreed that it should be the Council that gets 

to determine whether or not sufficient progress has been made. Finally, President Tusk 

declared that the EU would conduct the upcoming negotiations by showing unity, political 

solidarity and fairness towards the UK, and he hoped that an agreement on the terms of 

withdrawal will have made significant progress by the end of the year. 

 

Manfred Weber MEP (EPP, Germany) welcomed the Council’s guidelines, noting that the EU’s 

position on what the UK should expect from the negotiations has been very consistent since 

the referendum last June, i.e. that there can be no ‘cherry-picking’ as regards access to the 

Single Market and that a third country cannot enjoy more favourable terms with the EU than 

a Member State. He then discussed the political situation in Europe, highlighting that many 

believed that we would witness a rise in populism this year, but this did not materialise in 

Austria, France and the Netherlands. He declared that populism has been defeated and this 

gives the EU and Member States a fresh start to revitalise Europe. 

 



Finally, Mr Weber discussed an opinion poll commissioned by the EPP group, which found 

that 78% of EU citizens wanted the want EU’s negotiating team to put EU interests first 

regardless of the effect on relations in the negotiations, and argued that when MEPs get to 

vote on the final agreement they should only support an agreement which delivers the best 

future for EU citizens. 

 

Agreeing that the quick adoption of negotiating guidelines by the Council and the Parliament 

is a good signal for the negotiations, Roberto Gualtieri MEP (S&D, Italy) said that those who 

believed the EU would be unable to come to a common position have been proven wrong. 

He said that the S&D group strongly supports the principles outlined in the Council 

document and wants to reach an agreement where the UK remains a close ally of the EU, 

albeit one that would not be in as favourable a position as it is currently. 

 

Raffaele Fitto MEP (ECR, Italy) reminded the Parliament that it is in the interests of both the 

EU and the UK that a fair agreement is reached and warned against letting the negotiations 

descend into punishment or revenge against the UK. He called for an agreement on citizens’ 

rights to be reached quickly, so that discussions can begin on a trade agreement. He argued 

that the negotiations should be used by the EU as an opportunity to learn why so many UK 

and EU citizens have felt the need to vote for eurosceptic platforms and, whilst recent 

elections have not resulted in victories for populist parties, if the EU chooses to propose 

more tax harmonisation and top-down imposition of rules, this will harm the EU’s long-term 

future. 

 

The European Parliament’s lead negotiator, Guy Verhofstadt MEP (ALDE, Belgium), explained 

that now the negotiating directives have been agreed, the EU is ready to begin the 

negotiations as soon as the UK General Election has concluded. However, he warned that it 

would be a mistake if the EU were to focus all of its energy in the next two years on the UK’s 

exit from the EU, arguing instead that it should put at least the same energy in working to 

reform the EU. He also disagreed with Mr Weber’s assertion that populism has been defeated 

and warned leaders against simply returning to ‘business as normal’, saying that even 

though people are now voting against populist parties, they are not voting for the status-

quo. 

 

Responding to claims from President Tusk that the EU would show ‘fairness towards the UK’, 

Nigel Farage MEP (EFDD, UK) alluded to the accounts of a dinner meeting between Prime 

Minister Theresa May and Commission President Jean-Claude Juncker being leaked to the 

press and recent comments by President Juncker that the English language is losing 

importance in Europe, arguing that they demonstrated that the UK Government was not 

dealing with reasonable negotiators. He went on to accuse the Commission of attempting to 

bully the UK and asserted that if the EU did not start to make ‘grown-up, reasonable 

demands’, the UK would walk away from the negotiating table. 

 

 

http://www.eppgroup.eu/press-release/Brexit%3A-78%25-in-EU-think-first-aim-should-be-to-protect-EU27


 

Next Steps: 

 

On 22 May, the Council is expected to adopt a set of negotiating directives, proposed by 

the Commission, to formally authorise Commission Lead Negotiator Michel Barnier to begin 

formal discussions with the UK Government. The negotiating directives proposed by the 

Commission take on board the priorities which have been set out by the Parliament and the 

Council. 

 

 

In other news 

 The ECON and BUDG Committees voted to extend the European Fund for Strategic 

Investments (EFSI) 

 The European Parliament voted to back a report which set out a strategy to enable 

FinTech to develop a comprehensive Action Plan in the framework of Capital Markets 

Union and Digital Single Market 

 The European Parliament voted to reject the Commission's proposed blacklist of 

states at risk of money laundering for the second time 

 Commission Vice-President Valdis Dombrovskis delivers a speech to the Joint 

conference of the European Commission and the European Central Bank on 

European Financial Integration 

 The European Parliament held a debate on the mandate of the European Central 

Bank 

 The European Parliament held a debate on the preparations for the G7 summit in 

Japan 

 The Council formally adopted new rules on Money Market Funds 

 The Council formally adopted new rules on Prospectuses 

 The EBA publishes final Guidelines on credit institutions credit risk management 

practices and accounting for expected credit losses 

 The ECB publishes guidance to banks on leveraged transactions 

 The ECB clarifies supervisory criteria and process for determining suitability of 

banks’ board members 

 

 

Upcoming EU Institutions events and consultations 

 

24 May: Deadline for responses to EIOPA consultation on Technical Advice on the 

treatment of unlisted equity and debt without an ECAI rating in the standard formula 

29 May: Deadline for responses to EBA consultation on RTS on the specification of the 

nature, severity and duration of an economic downturn 

2 June: Deadline for responses to EBA consultation on the coverage of entities in a group 

recovery plan 

5 June: Deadline for responses to EBA consultation on on Guidelines to prevent transfers 

of funds can be abused for ML and TF 
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City of London Research 

  

The City of London produces regular research on EU Financial Services which can be 

accessed here. 
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