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United Kingdom: From Brexit to Reset

The EU-UK summit on 19 May marks a new phase in economic rapprochement, more than five years after the Brexit, which has undeniably
weakened the UK economy?. The structural challenges facing the UK - high inflation, sluggish business investment, low productivity - partly
result from this event.

BRITISH EXPORTS: LESS GOODS, MORE SERVICES

Evolution of exports of goods to the EU (2019-2024) Evolution of exports of services to the EU (2019-2024)
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Note: the figures in brackets indicate the weight of each component in 2024. Source: ONS, BNP Paribas calculations

* The breakdown of services exports by sub-component in volume terms is available for total UK exports but not for those specifically to the EU. To approximate the latter, we have calculated
the weight of the EU in exports by nominal value and assigned these figures to the volume data. These figures therefore do not take account of price changes specific to each sector.

The European Union: a key market. Due to its geographical proximity, the EU remains by far the main destination for British goods, accounting
for 47% of total merchandise exports (by value) in 2024; this share has remained broadly stable since 2019. Exports in volume to the EU have
fallen significantly since 2019 (left chart), as have those to the rest of the world. This trend partly reflects a 'Brexit effect’, linked to the higher
cost of imports from the EU, but not only: it also reflects the wider structural loss of competitiveness of British industry in the face of compe-
tition from outside Europe, particularly from Asia. The slight increase in nominal exports to the EU reflects a price effect only. The decline in
volume between 2019 and 2024 (-18% overall) affected almost all segments; the biggest export items, machinery and equipment and fuels
(and derivatives) fell by 5.3% and 24% respectively.

The weight of services is increasing significantly. Conversely, certain high-value-added service sectors have coped better with the Brexit. The
volume of exports to the EU of information and telecommunication services and intellectual property products grew at a very sustained rate
(see graph on the right), pushing higher the surplus on the bilateral balance of services. The share of services in total exports to the EU has
grown steadily since the Brexit (42% in 2019 vs. 51% in 2024 in nominal terms), and they now account for the majority of UK exports. However,
this increase only partially offsets the widening of the UK's bilateral trade deficit with the EU (trade in goods), which reached record levels in
the first half of 2025.

A rapprochement beneficial for growth and competitiveness. The resetting of trade relations with the EU is a positive economic development
for the UK. Recent trade agreements with third countries (India and the United States) cannot fully compensate for the UK's distance from the
EU. The Security and Defence Partnership, which brings the UK closer to participating in the SAFE? programme for funding European rearma-
ment, and the discussions aimed at integrating the UK into the European GHG emissions trading scheme, will ease some of the structural im-
pediments to the competitiveness of British industry caused by Brexit, while preserving the country’s strengths in technology-related services.

1 See for example «Five Years On: The Economic Impact of Brexit», NIESR, January 2025. See also S. Colliac and L. Morillon, United Kingdom: Has Brexit truly made the UK less
attractive economically?, BNP Paribas, June 2023.
2 Security Action For Europe.
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plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID II, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.
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