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Background 
 
The automotive sector is subject to a number of cross sectoral EU regulations. These cover a wide 
range of issues including: 
 

 Employment law (e.g. the Working Time Directive) 

 The Digital Single Market (e.g. the General Data Protection Regulation) 

 Environmental law (e.g. REACH) 

 Company law (e.g. the Late Payment Directive) 

 Intellectual property (e.g. the Unitary Patent) 

 Product safety (e.g. the General Product Safety Directive) 

 Advertising  (e.g. the Directive on Misleading and Comparative Advertising) 

 The provision of services (e.g. the Services Directive) 

 The provision of Financial Services (e.g. passporting)  
 

 
 

Impact of the UK's withdrawal from the EU 
 
Uncertainty regarding the application of cross-sectoral regulations following the UK's withdrawal from 
the EU will have a negative impact on business operations. While the Great Repeal Bill should go 
some way towards providing certainty, clarity is needed regarding the maintenance of regulatory 

Example – Captive Finance Firms 
 

The European Union allows financial institutions established within the EU to operate a branch 
network across Member States by virtue of the EU Capital Requirements Directive passport for 
the provision of banking services.  This freedom is crucial to the automotive industry. Motor 
vehicles are expensive; therefore dealers need assistance in order to be able to make their 
purchases.  Likewise, motor vehicles are expensive to manufacture, and therefore manufacturers 
need to be paid quickly for the vehicles that they sell in order to have enough liquidity to be able to 
fund the manufacture of more vehicles. 
 
In order to alleviate the cash-flow concerns of both sides to the transaction, a third party financial 
institution will finance the sale of the vehicle from the manufacturer to the dealer.  In this way, the 
manufacturer gets paid quickly for the vehicle that it has sold and the dealer is afforded a period 
of credit before it has to pay. This is such an important part of how most automotive 
manufacturers operate – and so essential to the maintenance of healthy dealer networks – that 
automotive manufacturers often set up their own financial institutions created specifically for the 
purpose of providing wholesale dealer finance.  Within the automotive industry these entities are 
commonly referred to as “captives”. Many automotive companies operate captive finance firms, 
which support the manufacturing company by providing finance to both the dealer network and 
the customer. 
 
Captive finance firms based in one EU member state will often operate a branch network to other 
member states within the single market.  The ability of those firms based in the UK to continue to 
support a branch network once the UK leaves the EU may be severely impeded if there is no 
future provision made for the continuation of the passporting regime.  If the UK leaves the single 
market (and sits outside the EEA) and the EU single rulebook on financial services, captive 
finance firms based in the UK would be required to take mitigating action to ensure continuity of 
service, including relocating their headquarters from the UK to another EU member state. 
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equivalence in areas that are critical to ensuring that the automotive sector can continue to access its 
largest market, the EU, without the being impeded by "behind the border" barriers. 
 

UK Automotive Priorities 
 

 The maintenance of regulatory harmony on all issues which simplify the ability of the UK 
automotive sector to access the EU market. 

 Multilateral agreement on regulatory issues such as passporting rights, that are required for 
the UK to be able to access the EU market. 

 Early agreement on a transitional phase to the new UK-EU relationship to prevent captive 
finance firms having to enact contingency plans before the end of withdrawal negotiations 
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