British luxury exports to EU plunge 43% due to Brexit, Walpole reveals
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As the UK approaches the next UK-EU Summit in London, Walpole, the trade association for the British luxury market, has unveiled revealing statistics regarding the impact of Brexit on British luxury exports. Research carried out by Frontier Economics on behalf of Walpole indicates that luxury exports to the European Union have plummeted by 43 per cent compared to what they would likely have been without the repercussions of Brexit. This marks a significant challenge not just for individual brands, but for the entire sector, which encompasses over 250 prestigious British names such as Burberry, Jo Malone London, and Alexander McQueen.
The most affected sectors include fashion and accessories, which have seen declines of 64 per cent, and interior design and craftsmanship, suffering a 50 per cent drop. Meanwhile, export figures to non-EU markets are astonishingly recovering, nearly reaching pre-pandemic levels. This juxtaposition highlights the ongoing struggle faced by UK luxury goods in the EU, which, despite a reduction in its global luxury export share from 42 per cent in 2017 to 32 per cent in 2022, remains the UK’s largest market, outstripping both the US and Asia.
Walpole attributes much of this downturn to rising tariffs from the US, decreasing consumer demand in China, and additional trade barriers that have arisen since the UK left the EU. These barriers, including heightened costs and intricate documentation demands, have created substantial delays for brands accustomed to quick consumer service. The luxury sector, which hinges on high consumer expectations, is particularly vulnerable to such delays caused by increased certification requirements and customs issues. There are additional complexities in the realm of VAT, where the changes introduce further difficulties surrounding refunds and VAT reclamation for returned products, leading many companies to absorb financial losses. 
Moreover, new sustainability standards and labelling regulations have thrown many brands into operational uncertainty, further complicating their interactions with the EU market. As a result, some luxury firms have taken the drastic step of establishing fulfilment facilities and business entities within the EU, thereby diverting funds that could otherwise bolster the UK economy. Presently, the British luxury market supports over 450,000 jobs and contributes approximately 3.7 per cent to the overall GDP of the country. 
Industry experts contend that a mutual recognition of conformity assessment (MRCA) deal between the UK and EU could provide a lifeline. Research from Aston University indicates that such a deal could augment UK exports to the EU by an average of nearly 10 per cent, with potential spikes of up to nearly 28 per cent within specific sectors. However, political complications have stymied progress on this front, as UK industry representatives advocate for reforms that could ameliorate trade barriers and stimulate economic growth, especially for smaller exporters. 
Compounding the challenges, the removal of the VAT Retail Export Scheme in January 2021 significantly impacted sales for luxury brands reliant on international tourists. Many business leaders are pressing for the reinstatement of this tax exemption, arguing it would restore competitive parity with European shopping destinations. Yet, the UK Treasury remains unyielding, despite the potential economic upside such a move could herald.
The recent UK Budget revealed a conspicuous absence of measures to address the enduring impact of Brexit, as Chancellor Jeremy Hunt presented a forecast that overlooked the factor's significance in the nation's ongoing economic malaise. While the Office for Budget Responsibility acknowledged the negative ramifications of Brexit on trade, particularly its noticeable reduction in manufacturing competitiveness, industry voices remained mixed—recognising some advancements but also lamenting persistent uncertainties. 
The cascading effects of Brexit have led to alarming uncertainties for the UK apparel sector, which has experienced a damning 63 per cent drop in exports to the EU over five years. Following a robust growth period between 2011 and 2017, the continuous decline of UK exports post-Brexit reflects the significant barriers now faced. The cancellation of support programmes, like the Tradeshow Access Programme, has exacerbated these struggles. 
Despite these overwhelming adversities, certain segments, such as beauty, health, gardening, and DIY products, maintain robust export performances to the EU. However, the broader narrative remains one of growing constraints—UK exporters are hampered by increasingly complex regulations and red tape. The disparity in regulatory expectations places smaller businesses at a severe disadvantage compared to their larger counterparts, which can afford the legal guidance often necessary to navigate these challenges.
UK supply chains remain enmeshed in the lingering effects of the pandemic and are now confronted by the intensifying fallout from global events such as the Russia-Ukraine conflict. These multifaceted challenges illustrate that, in the wake of Brexit, the UK luxury sector is at a crucial juncture, grappling with a complex mix of opportunity and adversity in its bid to thrive amidst an evolving global marketplace.
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