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Objective  
 

This report sets out what will happen to the cost of living for families in the UK after Brexit.  

Contents 
Key findings ....................................................................................................................................... 1 

1. Theresa May Withdrawal Agreement (WA) exit ............................................................ 2 

3. How will no-deal affect UK consumers? ........................................................................... 4 

4. Summary ..................................................................................................................................... 6 

5. Bibliography ............................................................................................................................... 7 

 

Foreword  

 
EU membership has provided a greater opportunity than before for the UK to import 

consumer goods that are used in everyday life. All types of withdrawal from the EU will 

increase the cost of living. The UK currently imports an array of consumer goods from the EU 

including: food, drinks, medicines, appliances, furniture and cars. Leaving the EU’s customs 

union and Single Market will mean tariffs similar to those the UK currently imposes on 

countries outside the EU and without specific trading arrangements. It is expected that these 

increased costs will be passed onto consumers, because business will be largely unable or 

unwilling to absorb extra costs. If they did so there would be obvious pressure on wages and 

jobs  

Key facts 
• The May Withdrawal Agreement (WA) only guarantees tariff-free trade until December 

2020. 

 

• The Bank of England has warned that a no-deal exit would plunge the UK into a 

recession by the end of 2020.  
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• The Office of Budget Responsibility (OBR) has stated that the prices of both goods and 

services in the event of a no-deal Brexit will rise sharply due to the devaluation of 

sterling.  

 

• An average UK household will have to spend an extra £260 per year on consumer goods 

as a result of a no-deal exit.     

1. Theresa May Withdrawal Agreement (WA) exit  
 

1.1. The May WA proposed the continuation of the UK’s membership of the EU’s customs 

union and Single Market, as well as the Common Agricultural Policy (CAP) and 

Common Fisheries Policy (CFP) until December 2020. This means that tariff-free 

trade would continue between the UK and EU until the end of 20201. This is referred 

to as the ‘transition period’.  

 

1.2. After this period, a trade deal would need to be in-place for the UK and EU to 

continue tariff-free trade. During the transition period, the UK will have no voice and 

voting rights in the administration of the customs union, Single Market, CAP and 

CFP.   

 

1.3. With tariff-free trade continuing until the end of 2020, trade will be still free 

following. However, the type of agreement negotiated for the post-2020 period will 

dictate the cost of living in the UK.  

 

1.4. The May WA has been rejected in it’s current form by MPs three-times. 

 

1.5. Boris Johnson at the time of writing, has a proposed an alternative to the WA in the 

form of changes to the Irish ‘backstop’, this looks likely to be rejected by the EU.  

  

2. No-deal exit 

 

2.1. Leading governmental organisations have warned about the significant damage 

from a no-deal Brexit on all people in the UK, especially consumers. A no-deal Brexit 

is currently the default legal position on 31st October 2019.  

 

2.2. The Bank of England has warned that a no-deal exit would plunge the UK into a 

recession by the end of 2020. This would shrink the economy in terms of gross 

domestic product (GDP) by 8%, raise inflation by up to 7%, push unemployment 

                                                 
1 Department for Exiting the European Union, “Agreement on the withdrawal of the United Kingdom of Great Britain 

and Northern Ireland from the European Union and the European Atomic Energy Community, as endorsed by leaders at 

a special meeting of the European Council on 25 November 2018”, 25th November 2018.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/759019/25_November

_Agreement_on_the_withdrawal_of_the_United_Kingdom_of_Great_Britain_and_Northern_Ireland_from_the_Europea

n_Union_and_the_European_Atomic_Energy_Community.pdf 
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above 7.5%, send house prices tumbling by 30%, and in additional will increase 

public borrowing by £30bn a year2 compared to the May WA.  

 

2.3. The Office of Budget Responsibility (OBR) has stated that the prices of both goods 

and services in the event of a no-deal Brexit will rise sharply. The OBR said the 

reason for this is because of the devaluation of sterling against the major currencies, 

including the Euro and US Dollar. This will make imports more expensive, the World 

Trade Organisation (WTO) tariffs that will be imposed on imports from the EU3.  

 

2.4. Analysis from the UK Trade Policy Observatory (UKTPO) at the University of Sussex 

found that poorer households will be more affected than those higher on income 

distribution. The UKTPO stated: “a household in the first decile of the distribution 

will see the prices of those goods affected by tariff changes rise by 2.7 per cent, 

compared to 2.5 per cent for a household in the top decile”. On average, UK 

households will spend an extra £260 per year on consumer goods4 as a result of no-

deal5. 

 

2.5. On consumer protection, the House of Lords European Union Select Committee said 

that the government was “unable to provide us with any detail as to how the 

Government might secure, post-Brexit, the UK’s access to a range of cross-border 

mechanisms and infrastructure that facilitate and encourage cooperation co-

operation between the various national bodies responsible for protecting 

consumers”6. In any Brexit scenario, the Government’s EU (Withdrawal) Bill will 

mirror individual consumer rights that the EU level into domestic law. However, it 

cannot guarantee that UK consumers’ rights when they visit the EU27 nor does it 

mean the UK will have continued access to the EU’s shared network of agencies, 

mechanism and infrastructure that police, secure, develop and underpin consumer 

rights across the Single Market7.   

  

                                                 
2 Bank of England, “EU withdrawal scenarios and monetary and financial stability”, (November 2018); 7, 52. 

https://www.bankofengland.co.uk/-/media/boe/files/report/2018/eu-withdrawal-scenarios-and-monetary-and-financial-

stability.pdf?la=en&hash=B5F6EDCDF90DCC10286FC0BC599D94CAB8735DFB 
3 Office for Budget Responsibility, “Fiscal Risks Report (July 2019)”, Chapter 10.13 (p.259), 

https://obr.uk/docs/dlm_uploads/Fiscalrisksreport2019.pdf  
4 Consumer goods are products bought for consumption by the average consumer. Alternatively called final goods, 

consumer goods are the result of production and manufacturing and are what a consumer will see on the store shelf. 

Clothing, food, and jewellery are all examples of consumer goods. Basic or raw materials, such as copper, are not 

considered consumer goods because they must be transformed into usable products. Jim Chappelow, “Consumer Goods”, 

Investopedia. https://www.investopedia.com/terms/c/consumer-goods.asp   
5 Stephen Clarke, Ilona Serwicka and L. Alan Winters, UK Trade Policy Observatory (UKTPO), “Changing Lanes: The 

impact of different post-Brexit trading policies on the cost of living”, October 2017, University of Sussex, p.24. 

http://blogs.sussex.ac.uk/uktpo/files/2017/10/Changing-Lanes.pdf 
6 House of Lords European Union Committee, “Brexit: will consumers be protected?”, 9th Report of Session 2017-19, p. 

3,  https://publications.parliament.uk/pa/ld201719/ldselect/ldeucom/51/51.pdf 
7 House of Lords European Union Committee, “Brexit: will consumers be protected?”, 9th Report of Session 2017-19, p. 

3,  https://publications.parliament.uk/pa/ld201719/ldselect/ldeucom/51/51.pdf 

https://www.bankofengland.co.uk/-/media/boe/files/report/2018/eu-withdrawal-scenarios-and-monetary-and-financial-stability.pdf?la=en&hash=B5F6EDCDF90DCC10286FC0BC599D94CAB8735DFB
https://www.bankofengland.co.uk/-/media/boe/files/report/2018/eu-withdrawal-scenarios-and-monetary-and-financial-stability.pdf?la=en&hash=B5F6EDCDF90DCC10286FC0BC599D94CAB8735DFB
https://obr.uk/docs/dlm_uploads/Fiscalrisksreport2019.pdf
https://www.investopedia.com/terms/c/consumer-goods.asp
http://blogs.sussex.ac.uk/uktpo/files/2017/10/Changing-Lanes.pdf
https://publications.parliament.uk/pa/ld201719/ldselect/ldeucom/51/51.pdf
https://publications.parliament.uk/pa/ld201719/ldselect/ldeucom/51/51.pdf
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3. How will no-deal affect UK consumers?  
 

3.1. Savings: The Bank of England is likely to cut base interest rates in order to give a 

boost to the economy. This means consumers are likely to get less favourable 

interest on their savings. At the height of the last financial crisis, the rates payable to 

savers in numerous accounts fell to 0.1% resulting in negligible returns8. With a no-

deal Brexit expected to cause an economic recession, these interest rates levels 

could be once again reinstated in the UK. This will directly impact UK consumers 

with savings. The current Bank of England interest rate is 0.75%9.  

 

3.2. Currency: In 2019, the pound fell below €1.10, whilst against the US Dollar it was  

$1.2010. To give an illustration of the fall of the pound, the day before the 2016 

referendum, £1.00 equalled €1.3111. Ranko Berich, head of market analysis at 

Monex Europe said: “No-deal risk remains the be all and end all for sterling… we 

estimate that the pound is likely to weaken by around a further 7% if no deal 

actually happens – taking the pound against the dollar to around $1.12 and the 

pound against euro to just below parity”12. This will directly affect UK consumers, as 

UK retailers will pay more to buy EU goods. This is likely to lead to increased prices 

in many UK shops. Additionally, UK citizens who travel to the EU to purchase goods 

will face increased costs because of the fall of the pound’s value.   

 

3.3. Food: In the event of no-deal Brexit, UK food imports from the EU will be subject to 

tariffs. It is expected that the both the UK and EU will implement the WTO ‘most 

favoured nation’ (MFN) tariff schedule on trade. Modelling on this MFN scenario, the 

UK Trade Policy Observatory (UKTPO) gave average tariff and trade costs for the 

following food products: bread and cereals (18%), meat (37%), fish (13.3%), dairy 

(44.6%), oils and fats (18.1%), fruit (10.6%) and vegetables (4%)13. The UKTPO 

translated these increased tariffs and trade increases into price increases for UK 

consumers. The price increases in the event of no-deal includes: 5.8% for meat, 8.1% 

for dairy products, 4% for vegetables, 3.1% for fruit, 1.8% for bread and cereals and 

                                                 
8 Patrick Collinson and Miles Brignall, “No-deal Brexit: your financial survival guide”, The Guardian, August 3 2019. 

https://www.theguardian.com/money/2019/aug/03/no-deal-brexit-house-prices-jobs-prices-pensions 
9 “Interest rates and Bank Rate”, Bank of England, last modified, May 10 2019.  

https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate 
10 Patrick Collinson and Miles Brignall, “No-deal Brexit: your financial survival guide”, The Guardian, August 3 2019. 

https://www.theguardian.com/money/2019/aug/03/no-deal-brexit-house-prices-jobs-prices-pensions 
11 “Historical Rates for the GBP/EUR currency conversion on 22 June 2016 (22/06/2016)”, PoundSterling Live, last 

modified June 22 2016. https://www.poundsterlinglive.com/best-exchange-rates/british-pound-to-euro-exchange-rate-on-

2016-06-22 
12 Phillip Inman and Rob Davies, “Pound falls to lowest level in three years as Brexit clash looms”, The Guardian, 

Septmeber 3 2019. https://www.theguardian.com/business/2019/sep/03/pound-falls-lowest-level-three-years-brexit-

election-sterling 
13 Ilona Serwicka, UK Trade Policy Observatory (UKTPO), “BFS009”, University of Sussex.  

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-

subcommittee/brexit-food-security/written/79665.html 

 

https://www.theguardian.com/money/2019/aug/03/no-deal-brexit-house-prices-jobs-prices-pensions
https://www.bankofengland.co.uk/monetary-policy/the-interest-rate-bank-rate
https://www.theguardian.com/money/2019/aug/03/no-deal-brexit-house-prices-jobs-prices-pensions
https://www.poundsterlinglive.com/best-exchange-rates/british-pound-to-euro-exchange-rate-on-2016-06-22
https://www.poundsterlinglive.com/best-exchange-rates/british-pound-to-euro-exchange-rate-on-2016-06-22
https://www.theguardian.com/business/2019/sep/03/pound-falls-lowest-level-three-years-brexit-election-sterling
https://www.theguardian.com/business/2019/sep/03/pound-falls-lowest-level-three-years-brexit-election-sterling
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-subcommittee/brexit-food-security/written/79665.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-subcommittee/brexit-food-security/written/79665.html
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1.5% for fish14. Poorer families would be disproportionately damaged by higher food 

prices compared to wealthier consumers.  

 

3.4. House prices: The OBR has predicted that as a result of a no-deal Brexit, property 

prices in the UK will fall by almost 10 per cent. For many people, a house is their 

largest financial asset and a reduction of 10 per cent will significantly impact 

property prices. It is expected that is will cause residential property transactions to 

fall by 20 per cent by the end of 202015. As of June 2019, the average house price in 

the UK was £230,29216 and a reduction of 10 per cent would reduce this figure to 

£207,263. In the South East of England, the average property price in June 2019 was 

£322,86617. A reduction of 10 per cent would see this figure drop to £290,579. This 

would put many families in negative equity and make it harder for many families to 

move.   

 

3.5. Vehicles: Under MFN tariffs as a result of a no-deal Brexit, the UKTPO has stated 

that a 7.7% tariff on imported transport vehicles would cause a 5.5% price 

increase18. Volkswagen, who also own the Audi, SEAT, Škoda and Porsche brands, 

has said additional operating costs caused by a no-deal exit will be passed onto 

consumers. Ralf Brandstatter, chief operating officer of the Volkswagen group stated 

that “if tariffs come then we probably would also have to think about pricing. There 

would these effects that we would be facing, and we would have to pass these on to 

customers”19.  A 5.5% increase on a Volkswagen Golf, one of the UK’s best-selling 

cars, would go up from it’s current starting price of £22,080*20 to £23,294 as a result 

of MFN tariffs.     

  

                                                 
14 Ilona Serwicka, UK Trade Policy Observatory (UKTPO), “BFS009”, University of Sussex.  

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-

subcommittee/brexit-food-security/written/79665.html 
15 Office for Budget Responsibility, “Fiscal Risks Report (July 2019)”, Chapter 10.15 (p.260), 

https://obr.uk/docs/dlm_uploads/Fiscalrisksreport2019.pdf  
16 “UK House Price Index”, HM Land Registry, last modified June 2019.http://landregistry.data.gov.uk/app/ukhpi 
17 HM Land Registry, “UK House Price Index for June 2019”, published August 14 2019. 

https://www.gov.uk/government/news/uk-house-price-index-for-june-2019 
18 Stephen Clarke, Ilona Serwicka and L. Alan Winters, UK Trade Policy Observatory (UKTPO), “Changing Lanes: The 

impact of different post-Brexit trading policies on the cost of living”, October 2017, University of Sussex, p.20. 

http://blogs.sussex.ac.uk/uktpo/files/2017/10/Changing-Lanes.pdf 
19 Hugo Griffiths, “Foreign-made cars subject to 10% import tariffs under official no-deal Brexit guidance”, Auto 

Express, March 13 2019. https://www.autoexpress.co.uk/car-news/106291/foreign-made-cars-subject-to-10-import-

tariffs-under-official-no-deal-brexit 
20 “Golf”, Volkswagen UK, last modified 2019. https://www.volkswagen.co.uk/new/golf 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-subcommittee/brexit-food-security/written/79665.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/eu-energy-and-environment-subcommittee/brexit-food-security/written/79665.html
https://obr.uk/docs/dlm_uploads/Fiscalrisksreport2019.pdf
http://landregistry.data.gov.uk/app/ukhpi
https://www.gov.uk/government/news/uk-house-price-index-for-june-2019
http://blogs.sussex.ac.uk/uktpo/files/2017/10/Changing-Lanes.pdf
https://www.autoexpress.co.uk/car-news/106291/foreign-made-cars-subject-to-10-import-tariffs-under-official-no-deal-brexit
https://www.autoexpress.co.uk/car-news/106291/foreign-made-cars-subject-to-10-import-tariffs-under-official-no-deal-brexit
https://www.volkswagen.co.uk/new/golf
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4. Summary  
 

It is overwhelmingly clear that both the WA and no-deal scenarios will have considerable 

impacts on UK. Higher prices and the availability of products will affect most families.  

 

Savings and currency are expected to take a significant hit. Those with savings will find 

unfavourable interest rates in return. Leading economic experts have given stark warnings 

about the decline in the value of the pound after Brexit. Many say that the pound will fall below 

the Euro after no-deal.  

 

Brexit will impact the value of property, with the average house decreasing by 10 per cent in 

value with property transactions falling to as low as 20 per cent. This is bad news for home 

owners who have invested significant amounts and rely on the value of their property as their 

largest financial asset.  

 

Brexit will cost every household £260 per year extra in annual expenditure.  Poorer households 

will be disproportionately damaged by higher prices and less availability.   
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