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Last week Sir Ilvan Rogers pointed out to the Commons Treasury committee that when
the UK becomes a “third country” to the EU, it will have “no more rights than Yemen or
Venezuela”.

And as of now, allowing for ratification, the UK has only a year left for negotiations.
But the consequences of a “no deal” would be so “dire”, “chaotic” and “bloody” as to be
unthinkable. Without a deal the UK would simply drop into “a legal void”.

This means a lot of economic activity would simply stop on midnight March 31st 2019.

As the government is unwilling to publish the impact assessments of a “no deal Brexit”
on the 50 plus sectors, we have tried to quantify the impact of no deal on retail.

We conclude that UK retail would be heading for a decimation, clearly this is a nightmare
scenario that needs to be avoided at all costs. For what it's worth we do not think it will
come to this. That said, the risk that developments lead to an accidental no deal outcome
none wants cannot be dismissed either.

Secondly, we also believe that should the UK fall off the cliff, the situation would be-
come so dire, that within days the UK government would try to return to the negotiation
table.

Then again, even in the best possible outcome, there will be significant disruption, as 40
years of integration get unravelled. Many of the developments sketched out in our worst
case scenario will come to pass - but in a less brutal force and fashion.



How much retail spend will be lost? How many businesses would fold? How many stores will shutter?
How many jobs will be lost?

What will be the impact of net immigration reversing, as the addressable market shrinks?

Will inflation annualise out or will the Pound keep devaluing? Which sectors will be affected the most
by inflation? How bad will it get?

What will the impact of tariffs be? Which sectors stand to lose the most?

What will happen at Dover on Brexit day? When will we see operation stack? How much is this going to
impact volume across the entire UK?

Will food get into the country? How bad will OSA and out of stocks get? What will be the impact on
ranges in stores? What is the effect on volume?

What customs procedures will retailers/importers have to carry out in 2019?

Will driver’s licences be valid on Brexit day? What about insurance?

Will modal change offer a solution, moving products by airplane rather than trucks for example?

How can retailers/export businesses with cross border operations be REACH and CE compliant in 20197?
How will shopper behaviour change in times of dramatic ruptures of the social fabric?

Will retailers need fiscal representation in the EU in future?



ResearchFarm are retail research & analysis experts with an in-
house analyst team covering all major retail sectors. We pride
ourselves on strong relationships with leading retailers and our
proprietary in-house data. The company is well known for its cul-
ture of high quality analysis and independent opinion backed up
by robust data.

We use company accounts, retailer contacts, consumer research,
trade associations, government statistics and historical data to ar-
rive at our market sizes. The forecasts take into account consumer
trends and demographics, the performance of the economy and
the housing market, research from the treasury and the Bank of
England, the European parliament and others.
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Executive summary — Brexit and retail - business continuity planning
The framework, From GDP to interest rates, debt and inflation

GDP: quarterly data, the recession is in the post

GDP: FDI contracting, empty trucks return to the EU, consumer spend in reverse
UK: borrowing, debt, deficit, debt as % of GDP data 2007/8-2016/17

Public finances: still in recovery since 2007/08, interest rates at historic lows
CPI: monthly data, overshooting the target, while BoE rates at record lows

GBP to USD: Brexit as turbo charged decline

GBP to EUR: ... and the same trend versus the Euro

Public finances: no levers left to pull to fight the coming recession

Public finances: Japanese debt ratios to come? Bond vigilantes and the IMF?

Population, From Mass Immigration to slow trickle emigration?

UK population figures: 1976-2016, ageing rapidly

Population: per capita spend 2016 (£), Brexit permanently lowering the shopper base?
Population: what will EU migrants do in case of Brexit? Workforce impact

Brexodus: emigration to become a huge worry

EU agencies, Falling away on Brexit day

EU agencies: a list of more than 40 vital agencies from safety at work to...
EU agencies : ... Euratom, all functions and safeguards falling away on Brexit day
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EU agencies: will the repeal bill work in guaranteeing legal continuity?
EU agencies: complexity to overwhelm the UK system, “unknown unknowns”

Trade deals? Divergence or equivalence?

Statistics: Total trade in goods between the UK and the EU27, 2015

Statistics: Total trade in services between the UK and the EU27, 2015

Trade deals: On Brexit day 750 international trade agreements will all fall away
Trade deals: nuclear, airline access, fisheries, financial services handled by the EU
Trade deals: 40 free trade agreements the EU has with third countries

Trade deals: divergence or equivalence? Strictest standards usually win out
Trade deals: why the deregulation model will not work, tax rises?

The border, The legal void on Brexit day

The border: the customs challenge in numbers

The border: gridlock on the borders and operation stack

The border: the red tape in eight steps from certificate of origin to vet checks
The border: the legal void on Brexit day

Gridlock, Operation Stack

Gridlock: what happens on the other side of the borders in the EU?
Gridlock: food /medical supplies — on our way to rationing?

Gridlock: the issue of Border Inspection Posts and the problem of food
Gridlock: three years to train a qualified food inspector
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Labeling as a non tariff barrier, CE, REACH, responsible persons

CE trade mark/REACH: circulation for pre-Brexit goods only or complete standstill?
CE trade mark: conformity with health, safety, environmental standards
CE trade mark: list of product groups requiring CE marking

Reach: applies to all chemicals, cleaning products, clothes, furniture, electrical appliances

CE trade mark/REACH: regulatory compliance falling away on Brexit day

CE trade mark/REACH: British trucks will be returned to Dover on Brexit day
Cosmetics: “the responsible person”, key duties

Cosmetics: manufacturer/importer and harmonised standards

Cosmetics: To do business in the EU, you are going to need an EU office

Tariffs and non tariff barriers, Goods, services, tariff costs

Trade in goods: between the UK and EU27, by product, 2015

Tariffs and non tariff barriers: list of industries impacted by highest tariffs

Tariffs and non tariff barriers: in the end the shopper pays more...

The cost of tariffs and non tariff barriers: four sectors analysed

(Non) tariff barriers: substitutions, supply chain reconfigurations, decline unavoidable

The cost of (non) tariff barriers: declines for 4 sectors in £bn
Service trade: between the UK and the EU27, by sector, 2015
Tariffs and non tariff barriers: divergence and then what?

Retail, A decline of a new magnitude

Total retail sales: the disequilibrium in the wider ecosystem
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Total retail sales:
Total retail sales:

how the 2019 forecast growth figure comes together
value non-seasonally adjusted — in £billions, 2017 — 19 f

Food & Grocery, The crunch sector, skyrocketing inflation

Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:
Food & Grocery:

drivers of food price inflation

our estimates for food price inflation

no deal impact on price, up to a third more for everyday food
no deal impact on availability

animal products and BIPs

Fresh fruit and vegetables — Freshfel analysis

logistical constraints and custom code

transhipment procedures, plant health requirements
certification and administrative challenges

maintaining competitiveness

the end of organics as we know it?

growth 2010 — 16, forecast, inflation, volume for 2017-9
in £bn 2010 — 19f1, skyrocketing inflation

relative winners, hard discounters, vertically integrated Morrisons

panic buying, collapse of Irish trade, devastation of UK farming

Non Food: clothing & footwear, Industry facing an exodus

Clothing: shielded by some degree, border checks and tariffs not as bad as in food

Clothing: the impact of the cratering pound on international supply chains

Clothing: Growth 2011 - 17, forecast, inflation, volume 16-17, price shock to come

Clothing: Total sales (£m), 2013 — 17 f, the end of fast fashion?
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Clothing: domestic shoppers priced out, fashionista exodus, ecommerce impact
Non Food: DIY and the home sectors, Falling house prices, sector taking the brunt

The home sectors: Total growth 2010 — 15, forecast, inflation, volume 2016 - 17
The home sectors: Total sales (£m) 2011 - 171, falling house prices, impact on banks
The home sectors: going back a decade in sales terms

The home sectors: housing market to slow considerably post 2019

Recommendations, 15 vital steps

Recommendations: open EU subsidiary, gain access to financing abroad, avoid Dover
Recommendations: modal change, use AMZN?, source from UK, focus on UK
Recommendations: invest in DCs, cut back now, mergers, currency hedging
Recommendations: logistics flexibility, tech innovation, master customs forms

Outlook, Heading for the bottom

Outlook: hitting rock bottom before it gets better

Chart 1 GDP: quarterly data

Chart 2 CPI: monthly data

Chart 3 GBP to USD

Chart 4 GBP to EUR

Chart 5 Population: per capita spend 2016 (£), potential loss from Brexodus
Chart 6 Total trade in goods between the UK and the EU27, 2015
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Chart 7 Total trade in services between the UK and the EU27, 2015

Chart 8 On Brexit day 750 international trade agreements will all fall away

Chart 9 The customs challenge in numbers

Chart 10 The cost of tariffs and non tariff barriers: four sectors analysed

Chart 11 The cost of (non) tariff barriers: declines for 4 sectors in £bn

Chart 12 Total retail sales: value non-seasonally adjusted — in £billions, 2017 — 19 f

Chart 13 Food & Grocery: growth 2010 — 16, forecast, inflation, volume for 2017-9

Chart 14 Food & Grocery: in £bn 2010 — 19f, skyrocketing inflation

Chart 15 Clothing: Growth 2011 - 17, forecast, inflation, volume 16-17, price shock to come
Chart 16 Clothing: Total sales (£m), 2013 — 17 f, the end of fast fashion?

Chart 17 The home sectors: Total growth 2010 — 15, forecast, inflation, volume 2016 — 17
Chart 18 The home sectors: Total sales (£m) 2011 - 171, falling house prices, impact on banks

Table 1 UK: borrowing, debt, deficit, debt as % of GDP data 2007/8-2016/17

Table 2 UK population figures: 1976-2016, ageing rapidly

Table 3 EU agencies: a list of more than 40 vital agencies from safety at work to (I)...
Table 4 EU agencies: a list of more than 40 vital agencies from safety at work to (Il)...
Table 5 EU agencies : ... Euratom, all functions and safeguards falling away on Brexit day
Table 6 Trade in goods: between the UK and EU27, by product, 2015

Table 7 Tariffs and non tariff barriers: list of industries impacted by highest tariffs

Table 8 Service trade: between the UK and the EU27, by sector, 2015



