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Introduction
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* Following the referendum on 23 June 2016, the UK voted to leave
the EU.

 The United Kingdom left the European Union on 31 January 2020.

* However, trade negotiations between the EU-27 and UK are still in
progress, thus, we do not know the final form of the UK-EU trade
relations.

* The Brexit is likely to have significant economic implications for both
UK and the EU economies. However, the scale of these effects
remains unknown as they depend on the final form of Brexit.

* We evaluate the possible impact of Brexit using a CGE model and
Brexit scenarios encompassing changes in tariffs and NTBs
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* The literature mostly focuses on effects for the UK and EU as a

whole.

Review of literature

 CGE models are commonly used (but also other models
including structural gravity, macro models, etc).

Table 4 Brexit impact on trade, computable equilibrium models (CGE): short {2yr’'s), medium (5 yr's) to long-term (2030)

AuthorsYear

Main seenarios

Main findings

Ciuriak. D. ef al, 2017

Hard: 'WTO rules

Soft. EEA membefship

Hard: loss of UK's total exports to ROW: 6.75%
loss of UK's total imports to ROW: 7.53%

Soft: loss of UK's tofal exports to ROW: 1.72+6.63%
loss of UK's total imports to ROW: 2 20+7 34%

Kee, HL & MNicita, A
{2016)

Hard: EU MFMN rules (2 yr's)
Soft: na

Hard: loss of UK's goods exports: 2%
Soft: na

PWC (2016)

Hard: WTO rules, (baseline: UK in EU)
Soft: UK-EU FTA

Hard: loss of UK's overall trade: 2.1% GDP
Soft: loss of UK's overall trade: 0.5% GDP

Booth, S. ef al. (2015)

Hard: 'WTO rules
Soft: UK-EUFTA

Hard: cost of TBs & NTBs: 2.79 % of GDP
Soft: costof NTBs: 1.03 % of GDP

CEPR (2013)

Hard: WTO rules
Soft: UK-EU FTA

Hard: cost of TBs & NTBs: 1.77 % of GDP
Soft: costof NTBs: 1.24 % of GOP




Brexit Simulation for the EU
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e Use the GTAP CGE model to evaluate Brexit implications for EU
countries.

e Simulate an increase of tariffs and NTB’s

— Base the simulation on the 2014 level of tariffs

— Estimate NTBs in merchandise and services trade,
follow Fontagne, Guillin and Mitaritonna (2011) to estimate internal and external
NTBs in EU merchandise and service trade using gravity framework.

— Evaluate several simulation scenarios with varying depth of trade protection

— Provide results for Poland, Czechia, Slovakia, Hungary, rest of the NMS, Ireland,
France, the Netherlands, Germany and the rest of EU14.



UK-EU trade profile

UK trade EU countries trade
Merchendise
Country Share of imports Share of exports Share of imports Share of exports 0 G . o o
Pola 22 15 12 63 There is a significant difference
Czechia 1.2 0.9 1.0 4.8
Slovakia 05 03 06 38 1 H H
o 0 o s > in bilateral importance of the
riNMS 1.1 1.3 21 3.4 .
relanc 29 5.1 105 04 UK-EU to the importance of EU
France 56 57 19 6.5
Metherlands 85 6.7 29 11.2
Germany 141 91 16 6.5 tO the UK.
rEU14 17.6 16.1 34 6.4
O erall 541 471 24 6.7
SENV IGES
Country Share of imports Share of exports Share of imports Share of exports
Poland 14 08 76 53
Czechia 04 0.3 50 3.7
Slovakia 0.2 0.1 37 4.1
Hungary 04 02 47 3.6
riNMS 16 08 09 0.8
[reland 42 4.8 a7 50
France 81 59 a8 7.1
Metherlands 3.8 6.0 a7 4.0
Germany 5.9 6.8 74 4.4
rEU14 21.0 14.1 80 6.3
| Overall 471 40.0 7.0 46 |

Source: UNComtrade trade database; OECD Trade in services by partner economy data (EBOPS 2010);

UK trade: EU country/region share in total UK trade; EU trade: UK share in total trade;



RCAs of EU countries in trade to UK
sector POL | CZE SVK HUN NMS IRL FRA NLD DEU  reU15
Agriculture 0.6 00 0.0 0.1 18 20 0.9 19 0.3 11
Fishing 0.3 0.1 0.0 0.0 35 19 0.3 1.2 0.1 18
Mining 0.0 0.1 0.0 0.0 0.1 06 0.1 20 0.2 18
Food 357 0.2 03 07 06 33 11 11 0.6 09
Bvrges & Tobacco 1:2 0.1 00 0.6 06 1.3 28 0.7 0.4 11
Textiles 0.7 06 04 05 16 05 08 11 0.7 15
Wearing apparel 0.5 05 0.0 0.1 36 04 14 08 0.6 14

. Leather 0.4 07 0.1 0.1 02 02 1.9 11 0.6 1.3

Poland has more sectors with RCAs than the Wood 36105 14 08 76 10 04 02 06 13
Paper, Publishing 1.1 07 10 0.7 03 06 0.8 086 0.8 15

remaining NMS, which is a natural cemas | o5 |05 03 o5 o8 15 11 15 0o o
consequence of larger size, less openness and g ™ | gi | 15 0r on o8 05 o oo o7 1
. . . . Metals nec. 1.7 0.1 0.1 11 06 04 0.7 03 1.6 10

more diversification than elsewhere. et s |32 47 o4 0 o6 08 o4 40 15
Motor vehicles & parts 08 1.2 23 1.0 07 0.1 0.7 03 17 1.0

Transport Eq. n.ec. 04 05 00 0.2 03 01 23 05 1.5 08

. ) . . . Electr.onicEq‘ 17 35 28 33 03 10 0.4 28 0.7 03
Poland is mainly positioned within the e 0 R R R 2R B B
L J) . Construction 21 0.3 07 04 07 0.1 16 21 1.6 07
traditional” production sectors: food and il o ls o5 6 i ot A5 or w6 i
. Accommodation &Food 1.1 10 09 1.0 11 04 1.6 06 05 1.2

beverages, wood and Paper, mll’]era|S, meta|S, Transport nec 19| 16 17 09 19 04 16 08 03 12
. . . Water transport 04 00 0.1 0.1 20 02 16 10 0.3 13

but also: electronic equipment, construction, A transpor 0s [ 07 06 15 11 13 0¢ 09 14 08
Warehousing and 14 11 1.1 11 16 06 1.2 07 0.8 11

trade, accommodation and food service, land Samwicin 1] 16 14 10 12 11 09 14 11 09

Financial services nec 0.5 03 05 04 04 14 0.3 02 1.0 13

transport (pa rt of tra nsport nec), warehousi NE,  insurance 05 | 06 05 04 04 25 14 05 10 07
. . ) Real estate activities 15 38 19 0.8 07 08 15 10 07 10
Commun|cat|on’ real estate, bUSIﬂESS and Business servicesnec| 1.1 0.9 10 1.0 07 15 06 15 1.3 038

Recreational and oth. 1.1 14 17 23 1.0 02 1.6 08 05 1.1

| 1 | Public administration 08 05 07 07 07 04 10 10 1.3 10
recreational services, human health and social =~ mea De 4 o oW o 8
Human health, social 1.1 09 1.0 1.2 11 05 1.8 06 06 11

WOrk work




Tariffs and NTBs

 The estimated NTBs are usually higher than tariffs.

Applied Tariff MFN Tariff NTE Inira EU NTE Extra EU
Agriculture 2.3 476 0.0 269
Fishing 1.78 3.19 205 43.5
Mining 0.00 0.00 6.1 11.7
Food " 16.74 0.0 19.9
Beverages & Tobacco 562 7a8 0.0 31.2
Textiles 439 759 11 8.8
Wearing Apparel 6.33 11.37 0.0 15.3
Leather 774 9.25 0.0 13.8
Wood 1.54 2Mm 10 10.7
Paper, Publishing 004 009 6.9 18.7
Fuels 143 1.77 19.2 271
Chemicals 313 445 77 19.0
Pharmaceuticals 0.3 057 0.0 138
Rubber & Plastics 3.33 4m 82 16.3
Mon-mgtalic minerals 316 410 6.5 127
Steel 0.30 0.63 338 47.8
Metals nec 103 1.80 321 449
Metal products 203 263 3.0 115
Electronics and gpticals 086 112 81 14.3
Electrical equipment 177 239 8.5 111
Machinery and equipment nec 102 1.33 146 15.5
Motor vehicles and parts 394 730 0.0 114
Transport equipment neg 158 1.86 88 6.3
Manufactures nec 096 113 9.6 15.3

Applied Tariff MFN Tariff NTE Intra EU NTE Extra EU
Energy 0.4 75
Consfruction 290 37.1
Trade 3zsg 39.0
Accommodation and Food 349 39.2
Transport nec 36.8 44 4
Water transport 9.7 10.6
Air transport 6.4 112
Warehousing and support 322 37.1
Communication 255 312
Financial services nec 46.2 55.0
Insurance 581 65.8
Real estate activities 285 336
Business semvices nec 218 26.7
Recreational and gfh. 305 329
Public Administration 254 34.5
Education 150 222
Human health, social work 108 16.9

Tariffs are tariffs weighted averaged across all extra-EU partners for 2014. NTBs from gravity model estimations.



Simulations

* The GTAP model is a multi-regional computable general
equilibrum model. It features CES production sectors, perfect

competition, Armington-based international trade and non-
homothetic preferences.

e GTAP database version 10
 NTBs are modelled as a fall in the iceberg trade costs.
 Aggregated database: 21 countries/regions and 40 sectors




Simulation scenarios
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 We analyse five most likely to happen Brexit scenarios:
- 3 Soft Brexit

- Zero tariffs on manufactures, possible tariffs on agricultural goods

- NTBs in services and potentially in agriculture
- 2 Hard Brexit

- MEN tariffs, NTBs in agriculture, manufacturing and services
- Potential liberalization of UK MFN tariff.



Scenano Agriculture & food Manufactuing Semnices
Soft Brexit A Jerotaniffs, e tariffs, 25%0f extemal ELI NTBs,
(full FTA + LIK tarifts vs Row Internd EL NTBs, Imemal ELI MTBs, + border costs 2.5%0In UK-EL
stayinact including preferential + border costs 2.5% in UK-EU  + border costs 25% in UK-EU  trade
agreements of EL) trade trade
Soft Brexit B Zerotanfi with EL Zem tarniffs with EL, 25%0of extemal ELI NTBs,
(full FTA + UK ses EU MFN MFN UK extemal taniffs. MF N UK exdernd tariffs. + border costs 2.5% in UK-EU
tariff on FoW) Internd EU NTBs, Irtemal ELI NTBs, irade

+ border costs 2.5%in UK-EU  + border costs 2.5% in UK-EU

trade trade
Soft Brexit C MFM tariffs, e tariffs. 20%f extemal EUNTBS |
(partial FTA excluding NTBs: 50%of external levd, MFN externd tariffs. + border costs 2.5% in UKEU
agriculture and limited FTA on + border costs 2.5% in LUK-EL  Imemal ELI MTBS, trade

sendces) trade + border costs 25% in UK-EU
trade
Hard Brexit A ELL MFN taniffs, MF N tariffs, 100%0of externa ELI NTBs,

(with exfemal merchandize trade

LIK: 5080 of the ELI MFN acmss

LK 50%of the EL MFN

iberalizaion) all partners, NTBs: 25%of extemal level,
MTBs: 50%of exernal levd,
+ border costs 2.5% in UK-EU  + border costs 25% in UK-EU  + border costs 2.5%in UK-EU
trade trade trade

Hard Brexit B MFM EL tariffs, MF M EL tariffs, 1000 of exernd ELI NTBs,

MTBs: To%of exernal leve

+ border costs 2.5% 0in LIK-EL
frade

MTBs: 25%af exiemal level

+ border costs 25% in UK-EL

trade

+ border costs 2.5%0in LIK-EL

frade




Results: overall change in GDP

Table 1 Simwated chanaes in GOP

SoftA SoftB SoftC HardA HardB Softd LR HardB LR
Poland 0.05 -0.05 007 0.1 0.1 015 036
Czechia 0.07 -0.07 0.08 0.15 0.14 023 042
Slovakia 0.04 -0.04 0.05 0.08 0.08 012 021
Hungary 0.07 -0.07 0.09 0.14 0.14 015 030
Ge rmany 0.06 -0.06 007 0.12 012 012 126
France 0.05 -0.05 007 0.1 0.1 0.09 020
Netherlands 0.10 -0.09 013 £0.22 0.23 0.30 076
Ireland .55 -0.55 0.78 -1.29 -1.34 -240 874
@ufhlms .06 -0.06 0.08 0.13 0.14 017 036 |
Rest of EL-14 0.07 -0.07 0.09 0.16 0.16 016 036
LK 0.49 -0.54 073 -1.09 -1.25 -1 -2.14
Rest of Eurape 0.01 0.00 0.00 0.02 0.02 0.05 0.08
Russia, Belarus, Ukraine  0.00 0.00 0.00 0.01 0.01 002 005
LISA 0.00 0.00 0.00 0.00 0.00 0.00 0.01
Rest of N. America 0.00 0.00 0.00 0.01 0.01 0.0 0.02
China 0.01 0.01 0.01 0.02 0.02 0.01 0.04
India 0.00 0.00 0.00 0.01 0.01 0.0 0.06
Rest of Asia 0.00 0.00 0.00 0.01 0.00 0.0 0.03
South America 0.00 0.00 0.00 0.01 0.01 0.01 0.03
MEMNA 0.00 0.00 0.00 0.00 0.00 0.03 0.03
ROW 0.00 0.00 0.00 0.01 0.01 0.14 008

Source: own simulation



Simulated changes in investment

Table 1 Simulated changes in investment

PL CZ SK HU DE FR NL IR rEU14

SoftA Y ol 01 oo -01 01 -03 -17 00 0.1 -35
SoftB 0.0 0.0 0.1 60 -01 01 -02 -15 00 0.0 -39
SoftC 01 00 01 00 -01 02 -04 -26 00 0.1 44
HardA -01 00 02 00 -03 03 -07 47 0.1 02 82
HardB -01 00 02 00 -03 03 -08 50 00 02 92
SoftA LR 62z 02 -01 £L2})-01 01 -03 33 P 02 |1

HardB LR 04 04 02 03] -03 02 -09 -132 |04) 04

Source: own simulation investment change in percent of capital stock. For long-run scenarios — long run change in capital stock.

 Due to drop in investment as an immediate effect on increasing trade

barriers, the capital stock falls leading to a magnification of the effects
observed in the short term scenarios.

* |nthe Long Run:
e NMS lose 0.2% (SoftA LR) to 0.4% of GDP (HardB LR)
UK loses 1.2% (SoftA LR) to 2.3% of GDP (HardB LR)




Simulated changes in welfare

Table 1 Simwated changes in welfare

SoftA SoftB SofC  HardA  HardB  SofALR HardBLR @ Countries experience

Czechia 0.1 0.1 0.1 0.1 0.1 02 0.4
Slovakia 0.0 00 0.0 0.1 0.1 -0.1 0.2
Hunoary (11 11 {11 {11 {1 1 -(11 A} 2
Germany 01 0.1 0.1 0.1 0.1 0.1 0.2
France 0.1 0.1 0.1 0.1 0.1 01 0.2
Felan . . . -1, -1. -1. -,
Rest of NMS 0.1 00 0.1 0.1 0.1 01 0.3
Rest of EU-14 0.1 0.1 0.1 0.2 0.2 -0.1 0.3

[Uk 08 0.9 -1.1 -1.9 2.0 -10 2.2
Rest of Europe 01 01 0.1 0.2 0.2 0.1 0.1
Rus., Bel., Ukr. 0.0 00 0.0 0.1 0.1 0.0 0.1
USA 0.0 00 0.0 0.0 0.0 0.0 0.0
Rest of N. America 0.0 00 0.0 0.0 0.0 0.0 0.0
China 0.0 00 0.0 0.1 0.1 0.0 0.1
India 0.0 00 0.0 0.1 0.1 0.0 0.1
Rest of Asia 0.0 00 0.0 0.0 0.0 0.0 0.0
South America 0.0 00 0.0 0.0 0.0 0.0 0.0
MENA 0.0 00 0.0 0.1 0.1 0.0 0.0
ROW 0.0 00 0.0 0.1 0.1 0.1 0.0

Source: equivalent variation as % of GDP

decrease in the TOT (red).

* Countries experience
improvement in the TOT
(green).

* Improvement in the TOT
leads to milder negative
welfare effects.



Brexit’s effect on international trade

Tabie 1 Overall changes in international trade

SoftA SoftB SoftC Hard4 HardB SoftA LR HardB LR
Exports

Foland 01 0.0 01 0.2 -03 02 -05
Czechia 00 0.0 00 0.0 00 02 -03
lovakia 00 0.0 00 0.0 00 0.1 -0.1
ﬁung ary 00 0.0 00 01 01 01 -0.1
(e rmany U1 U U1 U4 -U4 L. -Ub
France 01 0.1 0.2 0.4 -04 0.2 -05
Netherlands 02 0.1 04 06 -07 04 -12
Ireland 0.2 0.1 -11 -1.5 -18 -20 -88

Eeat of NM3 00 0.0 0.0 0.1 0.1 0.1 03|
Rest of EU-14 01 0.0 01 0.3 -03 02 -086
UK -3.2 4.1 56 9.0 -10.9 -28 -96

Mpons

Foland 01 0.1 01 0.2 -0.2 02 -05
Czechia 00 0.0 00 0.1 -01 02 -03
Slovakia 00 0.0 00 0.0 00 01 -0.1
Hungary 00 0.0 00 0.0 00 0.1 -0.2
Germany 00 0.0 01 0.2 -02 02 05
France 00 0.0 00 0.1 -01 0.1 -04
Netherlands 01 0.1 01 0.3 -03 04 -10
Ireland 01 0.1 086 0.8 -09 -2.3 -93

[ rNMS 00 0.0 00 0.1 -0.1 0.1 -0.3 |
rEU15 00 0.0 0.0 0.2 -0.2 0.2 -05
UK 0.2 0.4 -18 -1.1 -3.1 -24 -96

Source: own simulation. Total trade {merchandise + services trade)



Changes in Exports/Imports

Tabie 1 Changes in bilateral exports

Table 1 Changes in bilateral imports

Source Destination

Destination PL CZ SK HU DE FR NL IR INMS} rEU14 Source PL C7 SK HLJ DE FR NL IR NMSl  tEU14
Soft A UK 93 97 91 97|81 B84 92 88 |96 87 Soft A UK 72 76 78 69| -77 70 66 -49 |69| 68
EU 05 04 04 04|06 07 07 11 |04 0.6 EU 05 04 03 04| 06 06 06 16 |05 06
ROW 06 05 04 04)]06 06 07 08 |o4] 05 ROW 03 03 03 03] -02 02 01 06 |03] 01
Soft B UK 83 89 81 88|72 74 37 77 |81 786 Soft B UK 65 K7 70 61| 69 62 58 42 |61] 61
EU 05 04 03 04]05 06 06 10 |o4] 05 EU 04 04 03 04|06 05 06 15 |o4| 06
ROW 05 04 03 03105 o5 o5 07 losl o4 ROW 02 03 02 02|01 01 01 06 |02| 01
Soft C UK 153 -105 98 -124]-100 -124 -177 -198 |-116] -125 Soft C UK -06 93 90 86| -93 104 111 24 |97 86
EU 09 05 04 05 07 10 15 19 05 08 EU 06 06 04 06 0.9 08 09 3.6 07 08
ROW 10 06 05 06107 10 13 15 losl os ROW 04 05 04 04|03 03 02 09 |03] 02
Hard A UK 272 239 233 -246|-231 -243 288 -283 |-257| -251 HardA UK 234 214 217 1811 203 182 206 195 |-211) -19.9
EU i i2 40 10l4e 95 23 496 14 17 EU 14 13 09 13|17 15 19 62 |13]| 17
ROW vt 15 o8 16l4a v 20 33 lool ia ROW 08 09 09 09|06 07 204 16 |07| 05
P s o e el el s e aa% g bl e HardB UK 255 233 234 -198)-220 211 223 218 |-229] 215
- % 3 s ala 5 5 i ia EU 15 14 09 13) 18 16 20 67 |15]| 19
i e od5 il @ S ol o2 ROW 09 40 09 09| -07 07 05 17 |07| 05
: : : ' : ' ' : SoftALR UK 99 104 -104 96|-101 94 89 -82 |95| 91
SoftALR UK 90 94 87 93|78 81 91 -101 |92]| =84 Eu 03 03 02 03104 05 04 o041 losl o4
EU 04 03 03 03105 06 04 12103} 05 ROW 01 01 02 01)o1 01 o0 -06 |01] o1
ROW 04 02 02 02103 04 03 -5 |02} 03 HardB LR UK 310 293 -288 257|270 263 270 308 |-283| -264
HardBLR UK 293 246 242 254|-243 255 -319 -357 |-262] -262 £ 11 10 08 10l 13 14 13 04 i1l a3
EU 15 10 10 09 |15 18 18 60 |09 1.5 ROW 04 04 04 04|00 00 02 -43 |03]| 01

ROW 12 07 06 06 |11 12 13 61 [0o7] 1.1 —

: g g : Source: own simulation. Total trade {merchandise + services trade)
Source: own simulation. Total trade (merchandise + services trade)



Changes in output within sectors

Table 18 Overaoll changes in output — long run scenarios Table 18 Overall changes in output — long run scenarios

Soft Brexit A LR Hard Brexit B LR Soft Brevit A LR Hard Brexit B LR
FL CZ | 8K | HU [thMs{ PL CZ | 58K | HU ! rhM3 PL | €Z | sK | HU [ Mg (JPC {1 cZ | Sk | HU | (Mg |

Agriculture 0.0 0.0 0.0 0.0 0.0 -0.3 -0.2 -0.2 -0.1 0.0 Construction 02 02 0.1 01 02 -04 04 0.2 -0.3 03

Fishing 01fF 01! 01! 01! 01 0.0 00! 00 00 -02 Trada o1l o2 o1 o4 o1 o3t 03l o2 o3l o3

Mining 0.1 0.0 0.1 0.0 0.0 0.2 0.1 0.3 0.1 0.1 Accommodation and Food 02 -0.2 -0.1 -0.1 -0.2 -0.4 -0.3 -0.2 -0.3 -0.4

Food -0.1 -0.1 -0.2 -0.1 -0.1 -1.2 -0.6 -0.8 -0.8 -0.2 Transport neg 0.1 0.1 0.0 0.0 01 03 02 01 0o 0.1

Beverages & Tobacco 0.0 -0.1 -01 -0.1 0.0 nz2 -0.3 0o 0.1 02 Water transport 0.1 -0.1 -0.1 -0.6 -0.3 g4 02 0.0 080 04

Textiles 0.0 -0.1 -0.1 0.0 -0 nz2 0.6 -0.1 0.0 0.3 Air transport 0.1 0241 01 -0.1 -0.2 044 04 03 030 04

Weating Apparel 02f 05! 03: 02! 0B 07| 24! 185! 13 -27 Warzhousing and support 01| 01 01 01i pa1i)-02f 03 02! 03! -03
- Leather 02f 06 02 02; 03] 04| -34. 08! 07 07 Communication 01| 02i 01 01! 01|02 03i 02{ 01! 02

Wood -0.4 -0.1 -0.2 -0.2 -0.4 -0.9 -0.3 -0.4 -0.5 -1.2 Financial services gag 0.1 0.0 0.1 0.0 0.0 -0.1 0.2 0.3 0.0 0.0

Paper, Publishing -0.1 -0.1 -0.2 -0.1 0.0 -0.2 -04 -0.7 -0.3 -0.1 Insurance i -0.1 -0.1 -0.1 -0.1 0.0 -0.2 -0.2 -0.1 -0.2 0.0

Fuels -0.1 -0.1 0.0 0.0 -0.2 -04 -0.1 0.0 0.0 -04 Real estate activities -01 -0.2 -0.1 -0.1 -02 -0.3 -04 -0.2 -0.2 -0.3

Chemicals 0z 02 04 02 02 06 1.0 15 08 0.7 Business services nec 0o 0.1 0.1 0.0 -0.1 -0.1 -0.2 0.1 -0.1 0.2

Pharmaceuticals 0.5 0.4 0.6 0.3 0.3 1.7 16 18 1.1 1.2 Recreational and gifl, -0.1 -0.2 -0.1 -0.1 -0.2 -0.2 -0.4 -0.2 -0.2 -0.4

Rubber & Plastics -0.1 -01 0.0 -0.1 -0.1 -0.1 -04 0.0 -04 -0.1 Public Administration -0.1 -0.2 -0.1 -0.1 -0.1 -0.2 -0.3 -0.2 -0.2 -0.3

Mon-pigtalic minerals -0.2 -0.2 -0.2 -0.2 -0.1 -0.6 -0.5 -0.5 -0.6 -0.3 Education -0.1 -0.1 -0.1 -0.1 -0.2 -0.1 -0.1 -0.1 -0.1 03

Steel 0.1 0.0 0.1 0.1 0.1 0.3 -0.1 0.2 02 04 Humnan health, social work -0.1 -0.2 -0.1 -0.1 -0.1 -0.2 -04 -0.1 -02 -0.3

Metals nec -0.4 -0.1 0.1 -0.2 0.0 -0.6 0.2 0.3 -0.2 0.4

Metal products 01F 01! 03 00; 014 01| 02! 07! -01; -03

Electronics and gpticals -0 6 0.7 -0.5 -06 00 -049 -13 -10 -1.2 0.1

Electrical equipment -0.4 -0.2 -0.1 -0.3 -0.1 -0.6 -0.4 -0.2 -0.5 -0.2

Machinery and equipment ag 0of -02 oo 02 0.1 0.1 05 01 0.5 00

Motor vehicles and parts 02 02 02 02 02 0.3 0sa 0.5 10 10

Transport equipment nag 0.3 -0.1 0.3 -0.3 0.1 0.4 02 0.3 0.4 02

Manufactures nec -0.3 -0.3 -0.3 -0.1 -0.2 -0.5 -0.6 -0.6 -0.2 -04




Changes in real wages

* Output changes in different
sectors translate to changes in

Table 1 Changes in real wages

PL CZ Sk HU DE FR NL IR fNMS rEU14 UK

Soft Brexit A real wages of factors of
Land 0.0 00 01 00 0.0 02 00 92 01 0.1 6.2
Unskilled labar 41 01 g0 €41 -00 L1 02 L8 01 02 -1.0 p rod U CtIO Nn.
Skilled labor 41 41 041 L£H1 00 01 £1 L& 01 01 -08
Capital €1 01 00 €41 01 01 L1 HLH 01 01 -1.0 . . .
Natura * |n Hard Brexit, land rents visibly
Resources 07 08 05 06 09 08 03 14 05 0.5 1.0 ] .
Hard Brexil B fall (effect of increasing trade
Land 14 0% 09 4LH5 -24 18 67 H639% 0.0 2.8 28.6 . . .
Unskilled labor 02 03 01 02 02 03 06 32 02 03 32 barriers in dgricu Itu re) :
Skilled labor €02 L2 041 L2 02 02 05 31 03 03 -28
Capital 43 L2 041 L2 02 L2 L4 21 02 03 33
Natural
Resources 21 19 15 16 21 39 19 59 1.3 1.9 4.3

Source: own simulation.



Conclusions

* Qur results show that in spite of the UK being one of the most important trading
partners for many of the NMS, Poland in particular, the short run macroeconomic
effects of Soft Brexit are very small.

e The short run Hard Brexit scenarios roughly double effects of the Soft Brexit
scenarios.

 The reduction of EU27-UK trade flows will lead to drops in sectoral outputs, especially
in some export-oriented sectors. This drops are general moderate

* In the case of Poland the simulated falls in the output are mostly observed in
manufactures nec (which covers inter alia manufacturing of furniture), the wood
sector, electronic and optical equipment and manufactured food (which is the largest
sector of manufacturing in Poland).



