UK businesses accelerate shift from EU to US, China and India amid economic slowdown
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Amidst a backdrop of economic uncertainty within the European Union, UK businesses are increasingly shifting their focus towards markets beyond Europe, particularly to China, the United States, and Australia. This strategic pivot comes as signs of stagnation in several EU economies become pronounced; Germany, for instance, reported a GDP decline of 0.4% in the first quarter compared to the previous year, narrowly avoiding a recession. Meanwhile, France's economic growth hovered at a mere 0.1%, following a contraction of 0.1% at the end of 2024.
According to the latest report from Santander, the cold economic wind blowing through the EU has led to Ireland and Italy dropping out of the top ten export destinations for UK goods for the first time since 2022. With 54% of UK businesses now identifying the US as a top export market, the importance of transatlantic relations remains significant, despite the backdrop of escalating trade tensions. Symbolically, the UK recently became the first nation to enact a trade agreement with the US, following the "liberation day" tariffs that the government announced last month.
Jane Galvin of Santander UK underscored the urgency for businesses to unlock growth opportunities internationally, noting that this pursuit is increasingly critical amid domestic challenges. She commented, “There is a real urgency for companies to tap into international markets, despite the more difficult and often unpredictable global landscape.” As the trade landscape shifts, the inclinations of British companies are tilting towards regions with potentially more substantial growth prospects.
Despite proactive measures to strengthen global trade ties, there are discussions regarding the importance of the EU as a trading partner. In recent remarks, Chancellor Rachel Reeves suggested that Europe remains “arguably more important” to the UK economy than the US. This is underscored by the fact that current UK exports to the EU outstrip those to the US by a factor of three, with imports from Europe being six times higher than those from the US. This dynamic illustrates the intricate balance the UK must navigate as it seeks to bolster trade relations across various fronts.
In another significant development, the UK has finalised a strategic Free Trade Agreement (FTA) with India, marking a notable achievement after three years of negotiations. This agreement is set to eliminate tariffs on 99% of Indian exports to the UK, while UK goods will enjoy up to a 90% reduction in tariffs, showcasing a growing appetite for diversifying trade relationships further afield.
The criticism directed at the EU has intensified in light of recent comments from US Treasury Secretary Scott Bessent, who indicated that economic negotiations with Europe are progressing “a bit slower” than those with other partners. This notion reflects ongoing challenges within the EU, including fragmented capital markets that impede innovation and investment. Entrepreneurs are seeking funding opportunities, often turning their sights towards the US as a more viable option due to the complex regulatory landscape and limited risk appetite among European investors.
The necessity for reform within the EU's capital markets is becoming increasingly urgent if Europe is to mitigate the risk of capital flight and retain its competitive edge in innovation and technology. As the European Commission continues to push for a more integrated financial framework, the success of the effort remains to be seen, especially as political resistance may hinder progress.
Efforts to bolster trade relations are not limited to the UK and EU — international players like Switzerland have also emerged prominently in the trade dialogue, notably positioning themselves as attractive partners for the US following extensive trade negotiations held amid a supportive diplomatic environment. The successes of these negotiations highlight the evolving landscape of global trade, where countries keen on facilitating effective partnerships are gaining advantages.
As the UK guides its economic strategies through these turbulent waters, the choices made today will be critical in shaping tomorrow’s trading landscape. The transition towards non-EU markets, combined with potential deeper ties with countries such as India and the prospects for renewed relationships with the US, suggests a period of adjustment and opportunity for British businesses.
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