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will have to be revised or renegotiated (Molinonuevo 2017, World Bank 2016). Pro-Brexit economists argue that,
once out of the Single Market, the UK will be able to sign many other trade agreements. However, UK trade
with the EU accounts for around half of the UK’s total trade.! The UK will have to strike trade deals with most
of the remaining countries of the world to compensate for the lost EU trade. This restructuring will take time,
although the UK may be quicker in its negotiations since it does not need the agreement of the remaining EU-27
Parliaments, as happens with EU trade and FDI agreements. But the UK must also consider that it loses leverage


















affect the economy (e.g., market price incentives in CGE models versus changes in aggregate demand and asset
markets in macro models).1

Two outliers are the only studies that find a positive impact of Brexit. Both are reported in table 3. Booth et
al. (2015) (also known as Open Europe study) provides results for soft and hard Brexit scenarios based on projec-
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The second outlier is Minford et al. (2016), who assume that the UK could benefit if it trades with the EU
under WTO rules and unilaterally removes all import tariffs globally. These results are based on a scenario with
dubious assumptions that have been criticized by Sampson et al. (2016). For example, Minford et al. (2016) make
the shaky assumption that the UK’s prices of manufactures and agricultural goods will fall by 10 patn a scatee Brexity. Teky Isho

1



for the UK and of 1.56 percent for the EU-27 without Brexit. So, comparing this growth with the numbers in
this table, only the hard Brexit could lead to very small contractions in the UK’s GDP.
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of migrants (i.e., the OECD’s optimistic projected reductions of 42,000 immigrants per year) accumulated
through five years could reach nearly a half percentage point reduction in GDP. On the other hand, the scenario
results reported by Latorre, Olekseyuk, and Yonezawa are less negative than scenarios considered in the studies
that include uncertainty: HM Treasury (2016a, 2016b) in table 4, the short-run impact of OECD (2016), and
PricewaterhouseCoopers (2016).% Uncertainty has failed to materialize so far, with the intensity these studies
suggested, even though it seems there should have been scope for that to happen.

While the majority of studies explicitly consider trade barriers such as tariffs and nontariff barriers, the
approach of HM Treasury (2016b) (table 4) estimates the impact of reductions in trade and FDI on productivity
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