UK faces economic decline as post-Brexit trade slump deepens
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A recent report by the Centre for European Reform, authored by Anton Spisak, has sparked renewed concern regarding the UK's economic trajectory in the wake of Brexit. Titled "A Perfect Storm," the report paints a troubling picture, revealing that the UK's trade performance has not only stagnated but has experienced a severe downturn since the UK's departure from the European Union. Despite previous optimism surrounding a potential "Brexit reset," the hard data suggests a grim reality: without significant intervention, the UK risks a prolonged period of economic decline.
For many, the initial aftermath of Brexit was masked by the disruptions caused by the COVID-19 pandemic, which delayed the realisation of the full impact on trade. However, as the report indicates, the post-Brexit landscape has proven particularly hostile for UK exports. The Office for Budget Responsibility's analysis post-referendum closely mirrors Spisak's findings, underscoring a clear correlation between reduced trade and diminishing productivity, ultimately leading to a substantial decline in national wealth. 
Since 2020, UK trade has endured a catastrophic slump. Reports suggest that by early 2024, UK goods exports were about 20% lower than in 2019. If they had followed the growth trends of comparable economies like the G7 or the EU-27, they would have been approximately 30% higher. This downturn has broader implications; post-Brexit trade performance is not just a local issue but has reverberated across global markets, affecting supply chains and diminishing competitiveness on multiple fronts. As industry analysts note, significant deterrents in trade with the EU have inevitably escalated costs for British manufacturers, further exacerbating the decline in export attractiveness.
Emerging data supports Spisak’s assertions, highlighting a particular stagnation in trade dynamism. Between 2019 and 2024, UK trade volume experienced an alarming growth rate of merely 0.3% annually. This is starkly contrasted by other major economies, which have seen comparatively robust growth. While recent trade agreements with countries such as India and the United States have provided glimmers of hope, the overall impact on the UK's trade performance has been modest at best, with significant hurdles remaining in trading with the EU due to persistent trade barriers.
The government’s fiscal strategy is also under fire, with borrowing soaring amid stagnant wage growth and insufficient tax revenues. As Brexit was intended to ultimately bolster the economy, it has instead created an environment where exports have become a net drag on GDP growth, subtracting nearly 0.5% annually since 2020. Such results raise pressing questions concerning the efficacy of the UK’s economic policy in the current climate.
To further complicate matters, the UK's labour productivity fell by 0.6% in 2024, remaining below pre-pandemic levels. Investment in capital and skills development has lagged, prompting warnings from economists about the long-term implications on economic growth and living standards. As productivity stagnates, the potential for innovation and business investment diminishes significantly, indicating that the full scope of Brexit's impact extends beyond trade figures alone.
Moreover, Brexit's outcome has inadvertently created a surge in immigration, contrary to what many proponents of the departure anticipated. The complexities surrounding the ending of free movement raised new challenges for labour shortages across various sectors.
Looking forward, there is a pressing need for the UK government to recalibrate its focus towards trade if it hopes to rejuvenate economic growth. Compounded by increased global protectionism and instability, a strategy that overlooks the foundational role of trade in driving competitiveness is doomed to further fail. Spisak succinctly highlights that while a reset in UK-EU relations was a positive step, it is far from sufficient to reverse the ongoing economic decline. Experts now concur that more radical measures, potentially involving closer economic ties with the EU, could be integral to restoring the UK's trading dynamism and prosperity.
As the nation grapples with the implications of its past decisions and current realities, it is clear that confronting the consequences of Brexit head-on—rather than seeking comfort in outdated narratives—is essential for altering its course towards a more prosperous future. Without a reevaluation of its trade policies and relationships, particularly with the EU, the UK risks entrenching itself in a long-lasting period of economic malaise.
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