UK businesses shift focus to US, China and Australia amid EU growth stagnation
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As UK businesses navigate a challenging economic landscape, many are increasingly looking beyond the European Union for growth opportunities. Recent findings from Santander reveal that a significant shift in focus is occurring, with firms prioritising markets such as the United States, China, and Australia. This strategic pivot comes in response to a concerning stagnation within the EU, where major economies like Germany and France are struggling to secure substantial growth. Indeed, Germany’s GDP fell by 0.4% in the first quarter of this year — its economic resilience tested as it narrowly avoided a recession — while France posted a meager growth rate of just 0.1% following a slight contraction.
Chancellor Rachel Reeves has suggested a nuanced perspective on trade relations, emphasising the ongoing importance of the EU as a trading partner. Nonetheless, the data indicates a notable decline in UK trade with Europe, as evidenced by the fall of Ireland and Italy from the top ten export destinations for the first time since 2022. This trend suggests that UK firms are reassessing their traditional trade alliances in light of shifting global dynamics.
The United States remains a critical market for UK exports, ranking as the second most significant trading partner despite rising tensions. According to Santander's spring trade barometer, 54% of UK companies view the US as a key export destination, slightly behind Germany at 55%. These figures highlight the ongoing relevance of the US in trade discussions, especially following the recent signing of tariffs during what has been termed "liberation day."
However, the trade deal with the US has not been without its detractors. Critics note that the agreement imposes a 10% tariff on most British exports, undermining the anticipated benefits and creating complexities for sectors such as automotive and pharmaceuticals. Bentley's CEO, Frank-Steffen Walliser, expressed particular concern over the implications for American sales, pointing to uncertainties about the mechanics of the agreement, including a cap that limits lower tariffs on exported vehicles. The ambiguity surrounding the operational details is causing hesitancy among potential buyers, stall purchases, and complicating pricing strategies.
Meanwhile, the ramifications of the deal are being felt beyond UK borders. China has voiced criticism of the agreement, describing certain clauses as “poison pills” and warning that they could marginalise Chinese products from British supply chains. The Chinese Foreign Ministry reiterated the importance of maintaining an inclusive international trade framework, free from agreements that might endanger its economic interests. This tension underscores the broader geopolitical challenges present in global commerce, especially as alliances shift in a rapidly changing landscape.
Ultimately, as UK firms recalibrate their strategies in light of domestic challenges and external pressures, there is an urgent need for clarity and support in navigating international markets. Jane Galvin of Santander UK highlighted the pressing necessity for businesses to identify appropriate partners and strategies for international expansion, particularly in markets that appear ripe for investment amid declining activity with traditional European partners. As this trade evolution continues, the interplay of economic conditions, regulatory frameworks, and geopolitical tensions will undoubtedly shape the future of UK trade, compelling businesses to adapt and innovate in pursuit of growth.
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