HESSEN & FRANKFURT

BUSINESS AFTER BREXIT

Dear Readers,
Since January 1, 2021, the United Kingdom has no
longer been part of the EU. From a Hessian point
of view, this is regrettable. As committed Europeans,
we believe that open borders and free trade benefit
all involved.
Of course, we would like to maintain close trade relations and our
friendship with the United Kingdom despite the changed conditions
– aside from all else, in the interest of the almost 10,000 British citizens
who live in Hessen. That is why we welcome the free-trade agreement
between the EU and the United Kingdom, which was launched at the
end of 2020, as an important step towards a viable future relationship.
A comprehensive verdict on the consequences of Brexit will probably
only be possible in a few years. However, it is already possible to provide an overview of how the business environment for bilateral trade
has changed. This brochure is intended to inform you about both
new obstacles and new opportunities that are opening up in Hessen.
I hope you enjoy reading it.
Tarek Al-Wazir
Hessian Minister for Economic Affairs,
Energy, Transport and Housing

2

Hessen Economic Development

The EU’s new relationship with the United Kingdom
is written down on 1,200 pages. But it does not replace our long friendship and the many interpersonal
relationships that exist between our countries. It is
good that an agreement has been reached and that
the representatives of the EU have always spoken with
one voice and have never ceased to believe in a solution.
Hessen’s exports to the UK developed better than expected in the
first year of Brexit. Despite coronavirus, exports grew by 5% to just
under 4 billion euros in 2020. This was partly due to the transitional
arrangements between the European Union and the United Kingdom,
which have now expired. Preliminary figures for 2021 predict a decline
in foreign trade between the two markets. Nevertheless, the intensive
economic relations between the UK and Hessen, which have grown
over decades, will continue even after Brexit. In terms of exports, the
UK is the fourth most important country for Hessen, while in terms of
imports it ranks seventh.
The UK will remain an important market globally and a significant
partner. In Hessen alone we are closely connected, e.g. through the
automotive and pharmaceutical industries. My hope is that we create
as few obstacles as possible and strengthen economic cooperation
in order to place good relations on a solid foundation.
Dr. Rainer Waldschmidt
CEO
Hessen Trade & Invest GmbH
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+++ Changing Markets

Brexit Is Complete
With the withdrawal of the UK from the European
single market and the customs union, the new
trade and cooperation agreement between the
European Union and the United Kingdom has also
entered into force. The agreement allows tariff- and
quota-free trade in goods between the EU and the
United Kingdom. But new hurdles have also arisen.
Whether it is customs formalities, trade barriers,
or a more restrictive provision of services – the EU
market can no longer be served as smoothly from
the UK after Brexit. Even in the first 100 days, there
were calls for adjustments.
The bureaucratic burden on trade between the
United Kingdom and mainland Europe is already
considerable: it is estimated that an additional 220
million customs declarations per year are issued
on the British side alone.

Brexit – the Background
In early 2013, the UK Prime Minister at the time,
David Cameron, called a referendum on the country’s future relationship with the European Union.
On June 23, 2016, a referendum was held on
whether the UK should remain a member of the
EU or leave it. In the press and on social media, the
term “Brexit” (a conflation of the words “Britain”
and “Exit”) had quickly become the buzzword
for the subject of the referendum. The result of
the referendum was that 52% of voters opted to
leave the European Union. This was followed by
numerous summits that wrestled with the subject
of the reorganization of the relationship between
the United Kingdom and the European Union.
On January 1, 2021, the United Kingdom finally
withdrew from the European single market and
the customs union.
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The Brexit Effect:
British and International
Companies Relocate
Activities to Mainland
Europe
It is still unclear how hard Brexit will hit the British economy
in the medium to long term. While the economic shock
will be mitigated by the agreement, according to experts,
the loss over the next 15 years is likely to be about 4% of
the UK’s gross domestic product.
What is certain is that Brexit will further delay the recovery
of the economy from the coronavirus crisis. Despite comprehensive government support measures, the pre-crisis
level will not be reached until the second quarter of 2022
at the earliest.
The consequences of Brexit are already being felt in United
Kingdom: there is a severe lack of seasonal workers from
abroad in agriculture. Fruits and vegetables cannot be
harvested and in some cases are going bad in the fields.
Since the beginning of 2021, new rules have come into
force that make it more difficult for foreign workers to enter the UK. For example, the freedom to provide services
is no longer applicable; barriers and more bureaucracy
make it difficult, for example, to bring harvest workers
from the European continent to the island.
However, the effects are not only obvious in agriculture
but in almost all other sectors that were heavily staffed
by people from abroad before Brexit. Several companies
have therefore already started to relocate parts of their
activities to mainland Europe, including some food produ
cers, pharmaceutical companies, and the financial sector.
But despite all the changes, economic relations between
Hessen and the United Kingdom will continue to play an
important role in the future. Especially since precautions
have been and are being taken in Hessen to mitigate the
effects of Brexit. Hessen Trade & Invest actively supports
companies in adapting to the new circumstances.
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+++ Brexit

Deal

FOUR PILLARS
GOVERN
COOPERATION

In the agreement betwe
which stretches to over 1,200 pages, fou

Pillar 1:

Pillar 2:

In contrast to agreements with other third countries such as
Japan or Canada, the free-trade section does not provide
for tariffs or quantitative restrictions on goods. This is a
fundamentally important agreement for European producers of sensitive goods from agriculture or the automotive
industry. In this context, a “hard” border between Northern
Ireland and the Republic of Ireland has been avoided as the
customs border has been moved to the Irish Sea.

A level playing field for companies is essential for extensive
cooperation in the areas of the economy, energy, social
affairs, environmental protection, and fisheries: thus, the
UK cannot give its companies unfair competitive advantages by relaxing previous high EU standards – especially
in the areas of environmental protection, the fight against
climate change and CO2 pricing, social and labor rights, tax
transparency, and state aid. These mutual obligations are
safeguarded by a binding dispute settlement mechanism
and the possibility of countermeasures.

Free-Trade Agreement
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Economic Cooperation

“Trade under the terms of a
free-trade agreement – even if it is as
ambitious as this one, without any tariffs
or quotas – will inevitably be very different
from the smooth trade that the EU’s customs
union and single market allow”
Manfred Weber
Chairman of the EPP Group
in the European Parliament

een the UK and the EU,
ur pillars govern the future partnership:

Pillar 3:

Pillar 4:

The Trade and Cooperation Agreement establishes a new
framework for prosecution and judicial cooperation in
criminal and civil matters. It manifests the need for close
cooperation between national police and judicial authorities, in particular in the fight against and prosecution of
cross-border crime and terrorism. Security cooperation may
be suspended if the United Kingdom breaches its obligation
to continue to comply with the European Convention on
Human Rights and its domestic enforcement.

The governance chapter clarifies and monitors the correct
handling of the agreement. A joint “Partnership Council”
discusses and resolves problems of proper application and
interpretation. Control mechanisms ensure that companies
in the EU and the UK compete on a level playing field. And
they prevent either party from using its regulatory autonomy
to provide unfair subsidies or distort competition.

Security Partnership

Governance Framework
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+++ Dealing

with Brexit

Trade between the UK and Hessen:
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The figures for 2020 show that Hessen’s exports to the UK have developed better than expected. Despite
coronavirus, exports have grown by 5% compared to the previous year to just under 4 billion euros. This was
partly due to the transitional arrangements between the European Union and the United Kingdom. This puts
the country in fourth place in terms of exports from Hessen and seventh for imports to Hessen.
In 2020, goods worth 3,971 million euros were exported from Hessen to the United Kingdom. This corresponds to 6.4 % of Hessen’s total exports. Goods worth 4,561 million euros were imported from the United
Kingdom to Hessen in 2020 – 4.5 % of Hessen’s imports.
* Preliminary results, February 2022, Statistik.hessen.de
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© Philipp Röhrig, ABICOR BINZEL

Interview with Philip Röhrig,
Global Supply Chain Manager at
ABICOR BINZEL.

The company ABICOR BINZEL,
based in Buseck, near Giessen,
is a success story that quietly
goes about its business as a
medium-sized company and yet has a lot to say. It is a
world market leader, with 38 locations worldwide, one
of them in Warrington, in the northwest of England.
What is the company’s experience of the changes brought
about by Brexit since the end of the transition period?
We asked Philipp Röhrig, Global Supply Chain Manager
at ABICOR BINZEL.
Röhrig explains that the company had already prepared
intensively for the new situation from the second half of
2020 onwards. This included, for example, building up
inventories at the Warrington site to ensure the ability to
deliver to customers in the UK, he says. Now that Brexit
has been in place for some time and the first effects are
becoming evident, the company can see that the difficulties
in freight transport are mainly in terms of transport from
the United Kingdom, rather than exporting products from
the EU. According to experts, this is partly due to the lack
of truck drivers in the United Kingdom.
With a view to future trade with the UK, Philipp Röhrig
mentions the topic of standardization as being particularly important from his company’s point of view. The
standards for the European CE mark and the new UKCA
are still very similar. In general, however, he points out
the need to keep an eye on the extent to which different
standards for product labeling develop. Röhrig feels this
could represent an additional barrier to trade between
the EU and the UK in the future.
In principle, however, ABICOR BINZEL sees business
with the UK and future export possibilities positively:
“The company is in good hands in Hessen. The central
location and the exceptional infrastructure compensate
for a lot that might otherwise have been more difficult to
cope with,” says Röhrig.
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+++ Business, Banks, and Brexit

Growing Fintech Hub
Frankfurt has both fintech talent and corporate demand for innovation. Various German
and international banks in the city have fintech
programs, including Deutsche Bank’s Digital
Factory and Helaba Digital. Over 50% of local
VC investment went into fintech start-ups between 2012 and 2017. Well-known local fintech
companies include Clark, Fintiba, portagon,
creditshelf, and Captiq.
Fintechs in Hessen:
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65,500 bank employees, 79,000 employees in the entire
financial industry: the Hessian city of Frankfurt am Main
has definitely earned its nickname of Bankfurt. More than
10% of all German bank employees work there.
Despite the uncertain situation amid the pandemic, there
has recently been an increase of around 800 bank employees in Frankfurt. In addition to advancing digitization, Brexit is an important reason for the development.
As part of the restructuring process over several years,
many Brexit banks have begun to build and expand their
capacities in Frankfurt. So far, more than 2,000 new jobs
have been created.
The Deutsche Bundesbank estimates that around 675
billion euros have flowed from London to Frankfurt as
a result of Brexit, and by the end of 2022 that figure is
expected to reach 1,000 billion – significantly more than
in all other European financial centers.
One of the most important advantages of the location
is the European Central Bank, which has been based in
Frankfurt since its foundation in 1998.
The awarding of the International Sustainability Standards Board (ISSB) to Frankfurt by the end of 2021 has
further strengthened the international importance of the
financial center.

Frankfurt Confirmed
as the EU’s Leading
Financial Center
Frankfurt came ninth in the Global Financial Centres Index (GFCI) ranking, making it one of the world’s top ten
financial centers and outstripping other cities in Europe
such as Zurich, Geneva, Paris, and Luxembourg.
One reason for this is thought to be the “Brexit effect”: a
large number of banks have migrated to Frankfurt since
the British voted to leave the EU, meaning that today 248
German and foreign banks and credit institutions are now
based in the financial center of Frankfurt. According to
Germany’s financial supervisory authority BaFin, financial
institutions have applied for more than 60 licenses to
relocate their headquarters from London to Germany –
more than 30 of them have already decided in favor of
Frankfurt. In addition, international institutions such as J.P.
Morgan have moved assets here in order to be near to
the ECB and ensure unfettered access to the market in the
EU. In January 2022, J.P. Morgan announced it was going
to regroup its European businesses into one single entity
headquartered in Frankfurt. The new unit, J.P. Morgan SE,
has a total capital base of around 34 billion euros and is
one of Germany’s five largest banking institutions.
The GFCI study is performed every six months by consultancy Z/Yen Group. A total of 126 financial centers
around the world were examined for criteria such as
infrastructure, the rule of law, the availability of qualified
staff, and quality of life.
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+++ Wahlheimat*

Number of new establishments and expansion investments from
UK companies in Hessen after the Brexit vote
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Did you know …
that the volume of foreign direct investments
from the UK in Hessen amounted to 4.6 billion
euros in 2019? Overall, the volume of foreign
direct investments in Germany amounted to
556.1 billion euros, of which 115.3 billion euros were invested in Hessen. Thus, over 20 %
of foreign direct investments went to Hessen.
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The number of naturalization applications from British
citizens has skyrocketed since the Brexit vote in 2016.
Many Britons want to continue to live and work in Hessen without any restrictions and retain the benefits of
EU citizenship. Of the total of 13,780 naturalizations in
Hessen in 2019, 9.7% were Britons. That makes them
the second largest group of naturalized citizens, just
behind people with Turkish passports.

UK citizens in Hessen:
12/31/2019: 8,810

(From 2020 on, the Statistisches Landesamt Hessen
will count Britons in Hessen under “Other Europe”)
Naturalization applications from
British citizens in Hessen in the
years following the Brexit vote:
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*Wahlheimat

	German term for
home of choice.
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+++ Investor’s

view

J.P. Morgan, Nomura, Citigroup, and Goldman Sachs are
leading the way. After Brexit, they created new jobs in Hessen,
strengthened their European headquarters in Frankfurt, or
transferred assets here.

What do other companies that have
been in Hessen for some time have
to say about the location?

“If you want to do
something creative, Frankfurt is the
place to be. There are great local networks and the people are very helpful.”
Yoshihiro Horikawa
Founder, N store, a pop-up store
Yoshihiro Horikawa came from Japan to Hessen in 2010
and founded his own concept store.

“It quickly became clear that Frankfurt is
really the ideal place for us. We are right in
the middle of Germany, and benefit from the
city’s excellent international access. And our
customers are either on our doorstep or can
be reached within a few hours by car.”
Donald Schaffer

Director Sales & Marketing Europe and Head of
the Automotive Solution Business Unit Europe,
Dexerials. The Japanese Group launched
its automotive business unit in Frankfurt in 2017.

“One thing that really stands out is
the innovative mindset here in Hessen.
Klarna is benefiting from this excellent
technology and engineering location and from the
opportunities it offers for innovation.
Another massive advantage for us is the large number of very
good universities in the immediate vicinity. More than 100 of our
150 staff in Hessen are software engineers. Most of them did IT
degree courses at one or other of the local universities, such as the
TH Mittelhessen University of Applied Sciences in Giessen and
Friedberg, Marburg University, or Fulda University. This means we
already have very well trained staff on our doorstep.”
Björn Rathjens
Engineering Manager, Klarna
Klarna was founded in Sweden in 2005 as a payment provider.
The company came to central Hessen in 2014.
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“The connectivity in Hessen is
great on every level: for our clients
firstly, then to the road network and the
rest of Europe, by air across the world, and
for our people it’s a great location to live
and work.”
Dr. Keith Young

Managing Director, ATC
ATC, a data center and logistics company,
was established in Ireland in 1979
and came to Hessen in 2015.

Innovative.
International.
Inspiring.
Investors in Hessen benefit from economic and
political stability – even during global crises. In
2021, numerous international companies made
new investments in Hessen or expanded existing
investments.
We are happy to support you on your way to Hessen.
In the process, we keep a close eye on your needs:
be it the perfect location, suitable cooperation
partners, or funding for your innovation.
Dr. David Eckensberger
Head of Department International Affairs
Hessen Trade & Invest GmbH
+49-611-950-178-326
david.eckensberger@htai.de

Hessen is an economically stable location that offers
your company the best conditions for sustainable
growth. And a home for your employees.

For us at CSL Behring, Marburg is the location
of choice because Marburg has always been at the
center of prestigious pharmaceutical companies.
Contributing to this innovative landscape, Marburg
also hosts a highly distinguished university steeped
in tradition as well as a powerful health care and
research network. Furthermore, Marburg offers
an excellent infrastructure with quick access to
Frankfurt and its international airport – this makes
Marburg a very attractive location for its people
and also for doing business.

Contact us if you would like to know more about
your opportunities in the heart of Europe. As the
company for business development, Hessen Trade
& Invest will pave the way for you, offer support,
and give you guidance.
Welcome to Hessen. Your Wahlheimat?
Contact partners:
Jonas Winkler
Director Location Marketing &
Investor Services
+49-611-950-178-641
jonas.winkler@htai.de

Michael Schröder

General Manager and Site Head CSL Behring GmbH.

Andreas Damrau
Director Investor Services
RCEP Area
+49-611-950-178-346
andreas.damrau@htai.de
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