UK faces steep economic decline as Brexit trade reset fails to deliver
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As the UK grapples with the harsh realities of post-Brexit trade, a recent report from the Centre for European Reform reveals dire warnings about the nation’s economic trajectory. Titled “A Perfect Storm,” the findings by Anton Spisak expose the hollowness of recent optimism, suggesting that the Labour government’s attempts at a Brexit "reset" are woefully inadequate. Without urgent and effective policy changes, the UK risks a continued decline that could unravel the very foundations of its economic stability and productivity.
In the wake of this reset, which was supposed to rejuvenate trade relations, the disturbing data paints a bleak picture. The Office for Budget Responsibility had previously flagged the damaging repercussions of reduced trade on the nation's wealth, with Spisak’s report confirming those fears. The UK now finds itself in what can only be described as the "most severe trade stagnation in a generation." With growth faltering post-pandemic, we are witnessing a regression that threatens to place the nation at a global disadvantage.
Historically, the UK’s trade volume from 1980 until the financial crisis saw annual increases of 5%. However, in the wake of Brexit, these figures have plummeted. By 2024, trade intensity was projected to remain 3.5% below pre-pandemic levels, whereas counterparts in the G7 and EU-27 experienced growth. The underlying question remains: what happened post-2020 to instigate such steep declines?
The COVID-19 pandemic may have provided a temporary veil, obscuring the real impacts of Brexit. By early 2023, UK goods exports were still woefully 20% lower than in 2019. The troubling trend sees exports dragging down economic growth, subtracting nearly 0.5% per annum from UK GDP. In sharp contrast to the global recovery, the UK's trade continues to suffer, with recent agreements with the US and India yielding limited benefits. The nation finds itself stuck in a cycle of waning export opportunities.
Adding to these complications is a burgeoning tariff landscape under the current US administration, marking a return to protectionism. As the UK's goods trade deficit with the EU swells to a historic 32.9 billion pounds post-Brexit, the threat of new tariffs from the US looms large over UK exporters. Supply chain disruptions have not only been exacerbated by intensified domestic competition but also by a rise in trade restrictions.
The fallout from Brexit extends well beyond mere trade statistics, affecting the very fabric of British society. Small businesses, once reliable pillars of the economy, now confront insurmountable new barriers, with many halting exports altogether. The education sector faces its own crisis, as a notable drop in EU students prompts a shift in recruitment strategies towards Asia and Africa, detracting from the academic diversity that enriched British universities. Similarly, while more overseas medical professionals are entering the NHS, this influx has yet to yield significant productivity improvements in our beleaguered healthcare system.
As influential bodies like the British Chambers of Commerce call for improved trade relations with the EU, it becomes painfully clear that the Labour government must implement a more strategic and robust approach if it wishes to reinvigorate economic growth. However, Labour leader Sir Keir Starmer’s proposals notably exclude rejoining the single market or customs union, raising serious doubts about the depth of this strategy in addressing the pressing structural challenges confronting British industries.
The conclusions of Spisak’s analysis are sobering: the touted UK-EU reset may have represented a step forward, but it has proven grossly insufficient to redirect the economic decline. This stark analysis underscores the pressing need for decisive action to bolster trade competitiveness. Without a serious commitment to enhancing trade relations, the UK risks falling further behind, jeopardizing its status in the global economic arena. The idea of rejoining the Single Market may stir political contention, yet the alternative—perpetual declines in productivity and stalled growth—could make such debates irrelevant.
In sum, it is vital to confront the unsettling data presented in Spisak’s report; addressing the challenges of a waning trade landscape is critical not just for recovery, but for the very future prosperity of Britain itself.
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