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Context 
We are living in an historic moment – whether 
it’s push backs against globalisation and 
wealth inequality,” interesting” styles of 
international leadership across the globe, the 
threat of trade wars and China’s economic 
slowdown…these are all matters to concern 
all of us in our business roles.  

And then there’s Brexit. 

After the events of this week, are any of us 
any the wiser about anything? Probably not, 
but one man who does have some respected 
views on this topic is Mark Berrisford-Smith, 
our guest speaker at today’s Baily Garner 
breakfast briefing. 

Mark is the Head of Economics for HSBC’s 
Commercial Banking Business in the UK and 
helps his customers comprehend the impacts 
not only of Brexit, but other global influences. 
Here’s a summary of what he had to say.  

Decks Cleared 
The decks have now been cleared. Tory 
leadership challenge  Meaningful vote   
Vote of Confidence in Govt  Now the real 
process can begin. 

The huge nature of the defeat of the Prime 
Minister’s (PM) flagship withdrawal 
agreement (WA) could well prove helpful. The 
EU want something to happen and are used 
to getting their way. 

Theresa May still harbours the view that we 
can tweak her WA (I’m personally not so sure 
about that) but the path is now clear for 
Parliament to sort it. 

Unfortunately though ‘Parliament’ doesn’t 
have a good record of stepping up when the 
‘Government’ doesn’t lead. Do you remember 
2003 - House of Lords reform? Parliament 
was given 7 options and 16 years on, none 
have yet been approved.  

Options 
There are many options being discussed – a 
Norway Plus style Brexit, a 2nd referendum, a 
general election. I don’t think there’s a 
majority for anything. Personally I think a 
second referendum is a last resort, probably 
resulting when all other options have failed, 
and probably also only as part of a general 
election process where not just a vote for a 
referendum, but clarity on the actual question 
is part of a party manifesto. 

So that leaves the suggestion of some sort of  
customs union arrangement as, in my view, 
the most likely of all options to potentially be 
likely to gain a majority in the House of 
Commons (HoC). But this is not an easy 
option either.  

We would lose the independence to do free 
trade deals. (we could do ‘services’ deals but 
nothing else) so this would not be the type of 
Brexit the majority of harder line Tory 
Brexiteers would have envisaged. 

This option might get a majority in the HoC 
because a previous vote in the summer on a 
trade deal amendment motion only went 
down by 6 votes. 

So about the only thing we can say after this 
weeks’ events is that actually leaving on 29th 
March is probably less likely than it was; but it 
is still possible so don’t stop planning for it.  
No deal is not off the table. An extension to 
Article 50 needs to be unanimously approved 
by all 27 member states and it only takes one 
country to sit on its hand at the vote! 

Economic Impact 
So what is Brexit doing to the economy? 
Well, for one thing causing uncertainty; 
significantly over the last 6 months and 
particularly during the last 2 months of 
political shenanigans. But although this 
uncertainty has not done our economy a 
whole heap of good, it hasn’t done it massive 
damage either. Yes, it’s been very frustrating 
for businesses but if you look at the statistical



 

 

 figures and indicators (which now come out 
from the Office of National Statistics every 
month) over the last 3 months the British 
economy grew 0.3% (and 0.2% in November 
alone) 

There were quite strong sales in November. 
Christmas trading, although not great, was 
not a disaster. Consumer confidence is low 
but money is still being spent. Business 
surveys are subdued but leaders are still 
expecting 0.1% or even 0.2% growth for the 
current and next quarters. In spite of all this 
uncertainty, the economy has not yet 
suffered, so I am quite optimistic that as the 
uncertainty clears, it will continue to grow. 

Global Economy 
In fact in the global economy, Brexit isn’t the 
big story. It’s the ongoing trade spat between 
the USA and China. China’s general 
economic down turn and Donald Trump 
himself now possibly realising the he and 
some of his policies might be the cause of 
poor US stock market performance. 

In particular the Electronics and Automotive 
sectors are not strong and this economic chill 
is having a knock on across the whole world. 
In Europe, there are technical recessions 
(two consecutive negative growth quarters) in 
certain manufacturing and technical markets, 
including in Germany. 

So if you look at the UK, because our 
economic structure is not based on 
manufacturing (only 10% of GDP) this 
general downturn is having less of a 
proportional impact. 

Our strength is in other areas including 
construction (which by growing by 3% in the 
last quarter is one of our economy’s’ 
strongest growth sectors). House building is 
finally now growing and net housing supply is 
positive. 

We are now a services strong economy. 

Looking back  
From 1945 you can split the period since into 
three. 

The first 20-25 years was a period where our 
economy was driven by public sector activity, 
defence spending and the creation and 
development of welfare services.  

Then the 70s and beyond heralded the free 
market, deregulation of the city and the 
growth of financial services… 

…Until the 2007/08 crash; and a change from 
an economy led by financial services to one 
led by Professional services. 

It is now the management consultants, 
lawyers, PR firms, accountants, technical 
consultants, architects that are now the 
powerhouse of our economy.  

So what happens next? 
Whatever happens, watch the currency. So 
far the visible impact of Brexit has not been 
on our economy, so much as the indirect 
impact it has had on our currency. 

The impact of the Brexit vote result saw the £ 
drop from around $1.50 to about $1.20 rising 
a little bit when the PM signalled our intention 
to seek a deal and then dropping back again 
most recently.  

No deal or a hard Brexit won’t do the 
economy any favours – the 1st quarter after 
would be horrid (transport issues/panic 
buying). Hard Brexit would probably mean an 
immediate small scale crash leading to a mild 
recession… and we’d expect another $0.10 
dollar dip in currency. But if over time our £:$ 
exchange rate recovered to $1:20 – not bad. 

With an Orderly Brexit we could be much 
more optimistic. Capital spending, currently 
on hold would come forward and the 
Government would re-join the spending party 
too. 

The Consumer, who has been under the cosh 
for 2 years would have some (but not all) 
worries lifted. 



 

 

Even before Brexit, earnings rising less than 
inflation was putting consumer spending 
under pressure so, yes, with wage rises 
ahead of inflation once more, that position is 
improved too. 

But, to get through these periods families are 
already carrying more debt than we would 
want.  

And, perhaps the next worry for consumers is 
the impact of the cost of housing – especially 
in the south east  

In reality, we need wages to rise above house 
prices, and for a long time, to improve this. 

Any future government will be less passive 
about our housing market now. The new 
political battle ground is the 30 somethings 
who in previous generations have already 
been on the housing market and currently, 
are not. Something has to be done to address 
this. 

But overall, if you look at what is being 
predicted, an orderly Brexit could possibly 
see growth figures of 1.6% and beyond…and 
that’s not bad at all. 

And finally 
This is just my view. Brexit means different 
things to different people. We are all looking 
for answers – with perhaps the most 
important issue for me being how Brexit will 
affect the annual Berrisford – Smiths’ holiday, 
and when we do, what are we going to do 
with the dog? 

Thank you. 

Questions 
Q. In an orderly Brexit – what do you think 
will happen to international investment?  

A: An orderly Brexit will bring more certainty 
but a lot will depend on what happens to the 
£ 

Q. What is the wider European economy 
like – is Europe bust? 

A: It was slower recovering from the big 
recession and has just had 3 good years after 
a long stall from recession recovery  

But, it’s growing slower than us as a rule and 
the growth recovery was terminated early by 
the global downturn. However, if this gets 
resolved quickly, Europe could still have a 
reasonable year (albeit with slower growth 
than last year) 

Q: What about the economic impact if we 
did end up with Referendum? 

A: If we did go down that route one definite 
impact would be a further extension of 
uncertainty; unless no deal is off the table as 
part of this. 

Q: The Chinese decline impact? How long 
will chill winds from this last. 

A: The Chinese economy is much more 
controlled than western economies and they 
are already putting in place (subtle) measures 
to encourage recovery so it may not be long 
term. The big Chinese issue is debt. 
(Residential and commercial property).  

Q: What would the impact of Brexit on any 
General election be?  

A: Impact – depends what’s in manifestos. 
Whoever is in power, social and economic 
policy is shifting leftwards again. Business 
has to get used to this. A Labour government 
would initially unsettle markets but left wing 
governments in Europe already exist and in 
some cases have been successes.  

Q: You say there have been 3 phases 
since 1945 – what do you see being the 4th 
phase?  

A: We’re not that far into phase 3 yet. There’s 
a long way to go  before the 3rd phase is 
over. But with reference to a 4th stage if you 
look at the car industry you can see ‘electric’ 
and ‘autonomous’ technology being 
developed. But there are also unpredictable 
downsides – for example in my illustration, 
what about all the jobs where workers still 
drive cars/ vans and do we really want 



 

 

automation to take a large proportion of their 
jobs’?  

Q: What is your take on the recent news 
on Nuclear plants and the impact on 
electricity production?   

A: The cost of building these plants is so 
expensive unless we build them ourselves, 
it’s not viable – so we have to look at 
alternative energy supply means. Not 
immediately, but in the future. 
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