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Introduction 

In his June 2016 report ‘Can Britain Secure Trade Outside the EU?’ for Portland Communications the 

then Mr Frost pondered ‘… could the UK with less access to the single market than before’ ‘be 

outweighed by freedom to negotiate our own trading agreements with other countries?’ At the time, 

he thought not. Britain Votes Leave: what happens next? by Portland - Issuu 

A model of mine, produced earlier this year, the ‘February Model’ put together the effect of reduced 

UK-EU exports as compensated for by the DIT’s then-targeted non-EU FTAs (USA, Australia, New 

Zealand). The default loss was put at 10%. Input of those parameters gave us estimated cumulative 

total UK Export value losses (Shortfalls) of £150bn by 2026 rising to £500bn by 2041.  

With nine months’ ONS trade data UK trade - Office for National Statistics (ons.gov.uk), the latest 

FTA positions eg CBP-9204.pdf (parliament.uk) and the April (or later) IMF Global Growth estimates 

World Economic Outlook Database, April 2021 (imf.org) to hand we should be better able to judge 

the validity of the 10%, re-check the FTA export gains and check the resulting Shortfalls.  

This article reports on the results from the ‘September Model’. 

Summary 

With the TCA having now replaced the Single Market for UK-EU Trade the Shortfalls can be better 

estimated. They can also be analysed into ‘that which has already happened’ and ‘that still to come’. 

The already-incurred Shortfall value, 1st January to 30th September 2021, and the percentage fall 

forward from the 1st October have been estimated through comparing the latest trade figures to 

relevant earlier periods. The already-incurred value is estimated at £35bn and the forward 10% 

default has been increased to 14%. 

The OBR’s 27th October ‘Economic and Fiscal Outlook – October 2021’ independently estimates a 

15% fall Economic and fiscal outlook - October 2021 - Office for Budget Responsibility (obr.uk). 

The values associated with the potential UK-USA FTA have been reduced to zero. The DIT has 

documented no new FTAs since the April report. 

With these new inputs the ‘September Model’ shows increased Shortfalls to £240bn and £1.2tn with 

the destination market growth option set to ‘GDP’.    

The same comparisons, if run for EU-UK import values, show a fall of about £60bn already incurred. 

Whilst such import falls mitigate the effect on GDP of export Shortfalls the calculations are complex 

and will feature in a later article. Further, Figure 2 indicates that the EU imports fall stabilised in Q3.  

Stability across 2021 to date is shown for UK Non-EU trade, Figure 3. Accordingly, any TCA-driven 

redirection of exports towards Non-EU markets has yet to be reflected in the trade figures. 

The Shortfalls can be partly rationalised through a recent press release from the Federation of Small 

business. This stated that the TCA’s increased trade friction has impacted the commercial viability of 

exporting to Europe. This impact has been estimated to be £1.25bn per month, about 40% of the 

value fall vs 2019. One in four small exporters halt EU sales, three months on from transition end, 

new study finds | FSB, The Federation of Small Businesses. 

https://issuu.com/portland_comms/docs/brexitbooklet_online_3_?e=7459321/36134988
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/september2021
https://researchbriefings.files.parliament.uk/documents/CBP-9204/CBP-9204.pdf
https://www.imf.org/en/Publications/WEO/weo-database/2021/April
https://obr.uk/efo/economic-and-fiscal-outlook-october-2021/
https://www.fsb.org.uk/resources-page/one-in-four-small-exporters-halt-eu-sales-three-months-on-from-transition-end-new-study-finds.html
https://www.fsb.org.uk/resources-page/one-in-four-small-exporters-halt-eu-sales-three-months-on-from-transition-end-new-study-finds.html


UK Trade 

UK goods exports and imports, EU and Non-EU, rose between 2014 and 2018 with both falling away 

in 2019, variously explained as due to the fall in the £/EUR exchange rate and Brexit uncertainty. 

Covid resulted in both falling further during 2020 before recovering (Figure 1). 

As ONS UK Services Trade analysed EU/Non-EU is reported only quarterly and ‘lags’ we don’t yet 

have the Q2 2021 Services Trade figures. This means there is insufficient data meaningfully to 

include Services in this article. All reports and estimates are based on Goods Trade only.   

Figure 1 - UK Goods Trade 2010 – 2020 per ONS 

 

Figure 2 shows the once-off ‘hit’ to both EU exports and imports in early 2021 while adjustments to 

the TCA took place. Following that we can see that trade initially recovers before exports fall away in 

Q3 while import values stabilise. 

For a perspective on Global trade, both the EU Latest Eurostat data on international trade 

(europa.eu) and the USA United States Exports | 2021 Data | 2022 Forecast | 1950-2020 Historical | 

Calendar (tradingeconomics.com) saw monthly increasing export values through 2021. 

The resulting Shortfall calculations are covered in the next section. The calculations assume that the 

UK-EU export value stabilises long term at the Q3 2021 value. 

 

 

 

 

 

 

https://trade.ec.europa.eu/doclib/docs/2013/december/tradoc_151969.pdf
https://trade.ec.europa.eu/doclib/docs/2013/december/tradoc_151969.pdf
https://tradingeconomics.com/united-states/exports
https://tradingeconomics.com/united-states/exports


Figure 2 – UK EU Goods Trade 2021 per ONS 

 

In contrast, Figure 3 shows that Non-EU trade values, although volatile, have shown little net change 

across 2021. 

This indicates that any redirection of exports from the EU to Non-EU post TCA has yet to be reflected 

in the trade figures. 

 

 

 

 

 

 

 



Figure 3 - UK Non-EU Goods Trade 2021 per ONS 

 

Estimated Shortfalls  

The updated ‘September Model’ analyses the Shortfalls into two separate estimates: 

(a) shortfall already incurred (1st January – 30th September 2021) 

(b) shortfall to come (1st October 2021 onwards). 

Shortfalls are normally estimated through the comparison of current export trade values (first 9 

months of 2021) to the equivalent period in the previous year. Unfortunately: 

• trade in the first 9 months of 2020 trade was too Covid affected to serve as a comparison 

• expectation of leaving the EU in March and October 2019 resulted in volatile trade from 

stockpiling in Q1 and Q4 of that year. 

Accordingly two comparisons have been used for each to give a range, as follows: 

for (a) vs the first 9 months of 2018 and vs Q4 2020, they latter rebased to 9 months and inflation 

adjusted; 

for (b) Q3 2021 (the latest data available) vs Q3 2018 and 2019, also inflation-adjusted. 



The comparisons show: 

(a) £40bn and £30bn respectively. The average of £35bn has been used as the estimated shortfall to 

date 

(b) 17% and 11% respectively. The average of 14% has been used to replace the 10% default used in 

the ‘February Model’.  

OBR Report 27th October 2021 

This article was written independently of the OBR’s own report released in support of the 2021 

budget.  

Box 2.5, Page 58 reports the same 15% fall. 

 

Non-EU FTAs 

The potential FTA’s with Australia, New Zealand remain in the ‘September Model’ at the latest 

published DIT additional export values. 

The additional export values published by the DIT for the USA FTA have been reduced to zero in the 

‘September Model’ given the indefinite suspension of the trade talks between the two countries.  

Updated Model Output 

Shortfall (a) needs to be ‘carried’ at Government borrowing rates into future years as shortfall (b) 

means it cannot be repaid and the UK is in a net borrowing position. 

Shortfall (b) has been calculated by multiplying the latest UK-EU exports values by 14/86, reflecting 

the above 14% and the fact that the ONS values are already net of the shortfall. 

Both the UK-EU and Non-EU export values have been compounded annually going forward either by 

the IMF-reported growth rate of the destination market or the historic export growth rates per Pink 

Book (user input choice).  

Shortfalls (a) and (b) have been combined in Figure 4 which shows the total shortfalls annually up to 

2041. The ‘September Model’ reports increased shortfalls to £250bn (2026) and £1.2tn (2041). 

 

 

 

 

 

 

 

 



Figure 4 – Estimated Cumulative UK Export Shortfalls TVA vs SM 

 

Rationalising the Shortfalls 

The TCA introduced additional customs checks and associated administration (‘Non-Tariff Barriers’).  

As a result, in late March the Federation of Small Businesses reported that this had resulted in one in 

four SME’s ‘temporarily halting sales to the EU’. As SME’s export £59bn annually to Europe this 

alone gives a shortfall of £15bn pa/£1.25bn pm. 

Action to Reduce or eliminate the Shortfalls 

Sensitivity testing of the April Model showed the UK’s substantial total export value exposure to 

changes in the value of UK-EU export values. 

The £18bn UK-EU exports shortfall to date (above), for example, can be compared to the 3.6% - 7.3% 

additional exports estimated by the DIT following implementation of the UK-Australia FTA CBP-

9204.pdf (parliament.uk). These percentages translate to £400m - £900m when multiplied by the 

£12bn value of 2019 UK exports to Australia. 09 Geographical breakdown of the current account, 

The Pink Book - Office for National Statistics (ons.gov.uk). Clearly the latter is smaller by an order of 

magnitude so even, say, doubling this DIT estimate will have little impact on the reported shortfalls 

and can’t be seen as a route towards reducing the shortfalls. 

Another route is through businesses using resources freed through a reduced focus on exports to 

the EU (as with SMEs above) to increase exports to non-EU non-FTA markets. Comparisons for July 

and August 2021, as above, however, shown little change to non-EU exports. On this basis any non-

EU focus has yet to take effect. 

https://researchbriefings.files.parliament.uk/documents/CBP-9204/CBP-9204.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-9204/CBP-9204.pdf
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/9geographicalbreakdownofthecurrentaccountthepinkbook2016
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/9geographicalbreakdownofthecurrentaccountthepinkbook2016


Lastly, a reduction in imports contributes positively to GDP, especially if due to ‘import substitution’        

Gross domestic product - Wikipedia. The same comparisons show that comparison under (a) above if 

run for imports shows a £60bn fall which will reduce the negative impact on GDP of the EU export 

Shortfall. This will be the subject of a later article. 

 

Paul Giles 19/11/2021 

 

 

 

https://en.wikipedia.org/wiki/Gross_domestic_product

