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Leaving the European Union will be a process not an act. Our
analysis suggests a long period of adjustment.
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It is likely that the negotiations on the UK’s
future relations with the EU will continue for
more than two years. The timings of this are
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uncertain but could last from 5-10 years. The
UK would also have to pursue a number of free|
trade agreements with its key trading partners
which will take time.
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! We have identified four possible scenarios following the vote to

Leave the EU Referendum

Multiple scenarios could unfold depending on how the UK parliament and the EU react to the result of the Referendum and subsequent
negotiations. We have identified four base-case scenarios that capture the different degrees of integration that the UK may have with the
EU in the future. The scenarios could take different specific forms, but those considered in most of the existing evidence have broadly
coalesced around one of the following scenarios.

“Leave” scenarios

Free trade EEA member No access

Bilateral agreement
agreement

agreement (FTA) (Norwegian option) (WTO/MFN)

(Swiss option)

UK negotiates a Free The UK remains part of the The UK enters into a The UK does not establish
Trade Agreement (FTA) EEA and keeps the four bilateral integration treaty any new trade agreements
with the EU freedoms of labour, capital, with the EU with the EU

goods and services

Situation

Tariff-free trade between UK will need to make a UK would have access to Only WTO terms are still
_Aa the UK and the EU in substantial contribution to some areas of the Single applied — UK goods and
._“,.j ._8 goods (but not services). the EU budget and comply Market, at the cost of services would be treated in
8 54 UK grandfathers all with EU social, employment adopting the relevant EU the same way as American
5 '_';-' existing FTAs between the and product regulation regulations ones in the EU
~ g EU and third-party
i countries
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! Exiting the EU could lead to greater autonomy in external trade

policy, but also a loss of influence over shaping future EU
regulations

UK-EU Free trade agreement = EEA member Bilateral agreement No access agreement
(FTA) (Norwegian option) (Swiss option) (WTO / MFN)
Degree of Medium Low Medium High

disruption
to economy

Access to single Medium - UK would retain free trade in |95 51:4080 S0 01y =l VG Medium — the Swiss agreements

market goods with the EU, but non-tariff access to the Single Market cover trade in goods but not in
barriers such as divergence in standards services.

and regulations could emerge

i Influence over EU

Some — no voting rights but
l regulations

limited formal engagement.

I_ Some autonomy in other areas.

Application of EU | The UK would have to comply with EU  RGCEELEIG I ELGEIRNGIELGIWGN  Technically no, but required in Technically no, but limited

regulations and regulations around the goods covered law (Working Time Directive) practice if domiciling in other discretion in reality if third

directives by the FTA territories (e.g. Swiss banks country equivalence is required
operating out of UK)

Contribution to Yes, but smaller Yes, but smaller

EU budget

I - - - - - - | & 8§ 8§ & 8§ 8§ 8§ 8§ & & }
l‘Independent RN BT ntpicmin- M Some autonomy, but Switzerland
immigration cannot restrict EU immigration
LGS o R el Yes — UK may negotiate free trade Yes — UK may negotiate free Yes — UK may negotiate FTAs Yes — UK may negotiate FTAs with

policy agreements (FTA) with other countries | trade agreements (FTA) with with other countries other countries in FS and other
other countries services

Key

Impact - Negative Neutral - Positive
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This publication has been prepared for general guidance on matters of interest only, and does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy
or completeness of the information contained in this publication, and, to the extent permitted by law,
PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in
reliance on the information contained in this publication or for any decision based on it.
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