
 

 

Possible impacts of a Brexit on the corporate treasury function 

 

At the time of writing, the referendum is still to be held in the UK and perhaps what I say will be 

rendered irrelevant. If, on the other hand, the vote goes in favour of leaving the European Union, we 

need to ask ourselves about the consequences that will arise for corporate treasurers. On 23 June, what 

some people call the "Brexit Tea Party", parodying British history, could have a whole series of baleful 

consequences. History tells us that apparently innocuous decisions can have serious consequences and 

produce chain reactions. Cameron no doubt wanted to take or keep control of his party by holding this 

somewhat suicidal referendum. An idiotic gamble, and not just for the British. Others say that leaving 

the EU would amount to a Pyrrhic victory, weakening everyone, even the winners. The other EU 

countries will certainly be affected. Instability is the very last thing that Europe needs right now. It is 

clear that a Brexit would inflict collateral damage that it is very difficult to estimate at this stage. We 

could, however, take the view that this departure from the EU could also have the opposite effect of 

strengthening the union between the remaining continental countries. The risk of the Union imploding 

looks to be small, even though real. Most European corporate treasurers (including British corporate 

treasurers) have voiced their opposition to departure. The City itself has come out against Brexit. Would 

this amount to just another financial crisis? No, far from it, and the consequences for the non-British 

need to be put into context.  

 

 

Would a Brexit mean fewer regulations and less bureaucracy? Comparing it to the Norwegian example, 

we rather doubt it. The UK belongs to the G20, which means it has to meet certain requirements. Not 

belonging to the European Union would involve it in signing trade agreements such as those signed with 

Switzerland for example, or with Norway.  

Are treasurers prepared for a Brexit? No, clearly they are not. Unlike the banks, which have had to 

prepare for a Brexit whether they like it or not, corporates have made no plans at all.  

 



 

 

What will the impacts be for corporate treasurers? 

 

 

The major impact will be on foreign exchange (i.e. forex transaction and translation risks) with sterling in 

freefall, continuing to lose value as it has done over the last many weeks. A weaker currency may help 

Britain to export more easily, but an interest rate hike may prove necessary to make the currency more 

attractive. We might see the pound sterling at 0.90 to the euro, compared to 0.79 during summer 2015. 

Against the dollar, it might even reach 1.30. We should remember that for a currency, a crisis means a 

devaluation of at least 25%. In the short term, therefore, we risk seeing a significant impact on the GBP. 

The Opel CEO, Karl-Thomas Neumann, has stated that in the event of a Brexit, the main problem would 

be devaluation of the pound sterling. The second risk would be London's loss of attractiveness as a 

financial centre, in spite of aggressive corporate tax policy. The banks have all drawn up plans to 

withdraw to continental Europe in the event of a Brexit. Some businesses may decide to do the same.  

Treasurers need to build up a short-term liquidity reserve, to manage working capital requirement, to 

carry out sensitivity tests and ideally to review their counterparty risk. The foreign exchange impact may 

last into the longer term. The cost of funding in GBP may rise, and it may take longer than expected to 

negotiate trade agreements. At this stage, it is not easy to pin down what impact a Brexit would or 

might have. We just have to make do with guesstimates. But it is clear that the impact will be major, and 

not as neutral as the British Brexit partisans imagine. There are dangers in being too arrogant and 

thinking that it will be painless and can only be beneficial to Britain. Treasurers will be impacted, but 

only to a reasonable extent depending on the volume of business done with the Little Englanders. But 

we have to say that we could well have done without the Union being called into question. Especially 

after having suffered eight long years of financial crisis, with all its consequences. Why create additional 

and completely pointless problems for ourselves? At a time when world geopolitics themselves are 

entirely up in the air, would it not have been wise to avoid adding another layer of complexity? People 

often think they are giving more than they are getting, that is only human nature. But things may 

change. As many people have learned to their cost.  

So the question asked by The Clash – "Should I stay or should I go?" – is absolutely relevant and to the 

point. It seems to us that the answer is yes, and that back then The Clash fully realised the importance of 

asking themselves the question. Let us hope that reason will still prevail and that we can still avoid this 

mess. If Britain ends up leaving Europe, good luck to it. But we think it will spend a long time regretting 

it. As for corporate treasurers, they will recover quickly and soon forget about Cameron's tea party. 
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