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By Lee McDarby, Managing Director of UK International Payments

There are always many challenges in business, but none more so than in the
current climate. The situation of figuring out our place in a post-Brexit landscape,
coupled with the ever still present Covid-19 crisis, has however demonstrated the
importance of collaboration and ongoing resilience.

Post-Brexit there are challenges, and opportunities, with uncertainty prevailing in
the financial markets. Stock market and currency fluctuation is particularly acute at
the moment, adding another complication to an already hostile and volatile
business environment.

As we are here to serve UK businesses whilst helping them to thrive internationally,
we have worked with renowned journalist Elizabeth Anderson to pull together
what you need to know on the new Brexit deal, how the UK could potentially trade
internationally with the EU and other countries, and finally how currencies may be
Impacted by this new post-Brexit world.




Introduction

Businesses across the UK faced unparalleled challenges last year, with currency volatility at an all-time high.
We saw GBP/EUR swing by 12% between the peaks and troughs of Jan-Dec 2020, and GBP/USD doing
much the same, changing by 18% in the same time period.

Then, as the year came to a close, the Brexit transition period There will be many challenges that businesses face as they
came to an end on 31 December, and the UK has now officially get to grips with the realities of Brexit. But separating from the
left the European Union (EU). For the first time in more than bloc also presents many opportunities. The aim of this report
40 years, the UK no longer follows EU trading rules and is IS to detail and inform of the changes ahead, and to discuss
now subject to different rules and regulations ultimately set by how businesses can prepare and establish themselves for

the World Trade Organisation (WTO). This change affects any future growth. We'll pick out new trading and supply chain

UK business, big or small, that imports or exports goods and opportunities with countries across the world and discuss how
services across Europe, as well as those with global suppliers. firms can protect themselves against risk and volatility.

Historical Spot Exchange Rate for GBP to USD: Year 2020

Historical Spot Exchange Rate for GBP to EUR: Year 2020




The EU has about 40 trade deals in place
with more than /0 countries and the UK will
be looking to replicate this. So far, the UK has
reached an agreement to roll over dozens
of deals across around 60 countries, with
others expected to follow over the next few
months. Most importantly the UK was able
to negotiate a crucial trade deal with the EU
bloc, its largest trading partner, at the

final hour.

Where trade agreements have not been
reached, a new UK Global Tariff now applies
to businesses exporting into the UK. It is the
responsibility of businesses to ensure they
understand and are following the new rules,
or they face significant disruption while they
get their paperwork and finances in order.
According to a survey of 170 companies
polled by moneycorp in August 2020, 88
per cent of firms trading internationally said
they hadn't looked at switching their supply
chains when making preparations for Brexit.
This could make them liable for higher
costs if tariffs are imposed on goods being
supplied to them from a country without a
trade agreement with the UK.

Businesses should also give thought to
keeping their costs as stable as possible
while they become familiar with the
new rules. Currency markets and the

performance of the British pound have

been dominated by Brexit since the EU
referendum in June 2016, while the
coronavirus pandemic has added to volatility

over the past year. For businesses that import

or export internationally or have global
suppliers, their bottom line could be affected
by the UK's departure and the subsequent
currency fluctuations that may follow.

This makes it difficult to generate accurate
forecasts of revenue and profit.

To help mitigate the risk from currency
volatility, businesses may wish to lock in

a currency rate, and this is something
we'll also be discussing in this report. A
specialist foreign exchange business, such
as moneycorp, not only provides access
to competitive exchange rates, but can
also provide guidance on the benefits and
challenges of doing business in individual
countries.

Over the next few pages, we'll look at key
countries where the UK has negotiated
significant trade deals. We'll also analyse
trade partnerships the UK should be
targeting, as well as individual countries that
could present new opportunities. Now is the
time to plan ahead and put your business

in a position to capitalise on the changes
ahead.

*...88 per cent of firms
trading internationally
said they hadn’t looked
at switching their
supply chains when
making preparations

" for Brexit.”


https://www.gov.uk/guidance/uk-trade-agreements-with-non-eu-countries
https://www.gov.uk/guidance/uk-trade-agreements-with-non-eu-countries
https://www.gov.uk/guidance/uk-trade-agreements-with-non-eu-countries
https://www.gov.uk/guidance/uk-trade-agreements-with-non-eu-countries
https://www.moneycorp.com/en-gb/business

Canada

Canada is one of the major countries to have signed
a new trade agreement with the UK. The current
deal is simply an extension of the current trade
agreement Canada has with the EU, meaning little
should change for UK businesses that deal with the
North American country. However, negotiations

are expected to begin over the coming months on
a new UK-Canada trade deal that has the potential
to go further on digital trade and environmental
concerns.

The rollover trade agreement has saved UK
businesses an estimated £42m in export tariffs and
means UK businesses are guaranteed the £11.4bn

of goods and services they currently export to the
country. The terms of trade between the UK and
Canada next year will be governed by the Canada-UK
Trade Continuity Agreement.

Canada is the UK's 15th-largest trading partner,
according to Government figures, and makes

a significant contribution to UK GDP. News of a

deal between the two nations, announced in late
November, immediately boosted the pound to S1.74
CAD. This was a vast improvement from September,

“Canada has a low
corporate tax rate at
just 15 per cent.”

when the value fell to $1.68 after a period of tense
trade talks. Since then, the pound has fluctuated
somewhat as the world waits to see whether the UK
can negotiate a free trade deal with the EU, but in
general sterling is strengthening.

A stronger pound benefits companies that import
goods or products from Canada as it means that
purchase costs will be lower. On the flip side, a
stronger pound can make UK exports more expensive
and can lead to more competition from cheaper
suppliers.

Canada holds many attractions for UK businesses
looking to establish a foothold in the country. It has
a low corporate tax rate at just 15 per cent, and this
could even come down to 10 per cent for some
small businesses. The country also benefits from
preferential trade agreements with the US, Latin
America and Europe.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/943176/ccs1220696908-trade-agreement-canada-accessible.pdf
https://www.moneycorp.com/en-gb/news-hub/trade-deal-digest-canada/
https://www.moneycorp.com/en-gb/news-hub/trade-deal-digest-canada/
https://www.moneycorp.com/en-gb/business/country/canada/

But there are bureaucratic processes that foreign firms
must be aware of, with multiple layers of requlation and
compliance that follow provincial as well as federal rules.
The Canadian dollar has been fairly strong against the

US dollar historically but has been volatile in the past few
years due to weak oil prices, making it difficult for overseas
companies to budget for the cost of doing business in

the country. This is where a currency specialist is valuable,
as a global payments provider can help manage a firm'’s
foreign exchange exposure by providing access to
competitive exchange rates, expert guidance and access to
sophisticated currency tools to help firms trade profitably
and effectively.

When it comes to imports from Canada, the top products
include crude oil, metals, minerals and wood. Companies
in the UK should be aware that the coronavirus pandemic
has led many Canadian businesses to look closer to home

when establishing their supply chains. The hope is that

a higher number of domestic suppliers would minimise
disruption caused by global crises in the future. This means
UK firms may want to establish a firmer foothold in Canada
to reduce the number of goods needing to be shipped out.
However, it's also the case that Canada will always depend
on goods from abroad, which is good news for top exports
such as cars, aircraft, pharmaceutical products, power
generators and drinks including whisky and beer.

Crucially, Canada is a member of the Comprehensive

and Progressive Agreement for Trans-Pacific Partnership
(CPTPP). This is one of the world's major free trade

areas, covering 13 per cent of the global economy and
accounting for more than £110bn of trade in 2019. The UK
plans to apply to join the partnership, which has 11 member
states, in early 2021, so a strong relationship with Canada
should help support the UK's application.



https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/october2020

Japan

The UK signed a trade deal with Japan in October,
marking its first free trade deal since the UK left the
EU on 31 January 2020. As well as bringing more
beneficial trading opportunities to UK companies,
the agreement includes a strong commitment from
Japan to support the UK joining the all-important
Comprehensive and Progressive Agreement for
Trans-Pacific Partnership (CPTPP) free trade area.

The UK-Japan trade deal builds on the existing EU-
Japan deal, but with differences around the use of
digital data and improved mobility for workers who
wish to relocate. UK businesses will no longer face
extra costs when setting up digital servers in Japan,
which could benefit British fintech companies with
Japanese operations, and both countries will aim to
process visas for skilled workers within 90 days.

Under the arrangement, UK firms will also be entitled
to tariff-free trade on 99 per.cent. of exports to
Japan, and British tariffs on Japanese car parts will be
removed over the next five years. With cars and vans
among the UK's top goods exports to Japan, worth

around £1.1bn in 2019, and major Japanese brands
including Nissan, Honda and Toyota having significant
operations in the UK, we could see this having a real
impact on the UK's car sector. Car parts sourced from
Japan for UK manufacturers will be lower while major
exporters such as Jaguar Land Rover will benefit from
their cars being cheaper abroad.

Companies operating in financial services, currently
the UK's largest Japanese export, will also benefit.
Once the deal with Japan is finalised, the UK will start
to see better market access and far less regulatory
friction as the deal gives UK firms a streamlined
application process for securing a licence to set

up operations in Japan. For financial companies

In Britain, it means greater access to Japan's
sophisticated and fast-growing financial ecosystem,
which is focusing on digitisation across banks and
payments.

“UK firms will also be entitled to tariff-free trade on 99 per
cent of exports to Japan, and British tariffs on Japanese
car parts will be removed over the next five years.”



There are also more beneficial trade arrangements
across drinks, textiles and foods as certain restrictions
under the previous agreement have been removed.
UK pet food exports, (the fifth-biggest UK food
export to Japan, with overseas sales of more than
£13m), are among the UK businesses that will see a
positive impact from the deal, according to the UK
Government. In addition, salmon producers based
in the UK will also benefit, as taxes on sales to Japan
are falling from 3.5 per cent to zero while tariffs on
English sparkling wine will fall from 21.1 per cent

to zero.

So, for those with business interests in Japan, next
year could bring significant advantages when it
comes to the ease and cost of doing business. When
it comes to managing expenses, business owners
should also find it beneficial that the Japanese yen

is currently relatively stable to the British pound and
therefore not likely to add unexpected short-term
costs resulting from volatility.

Nevertheless, the Yen is expected to strengthen
next year as its economy continues to recover from
the coronavirus pandemic. It's also seen as a safe
haven by international investors due to its ongoing
commitment to quantitative easing and near-zero
interest rates. If the global economy continues to hit
turbulence, then the yen may be further in demand.
Companies with interests in Japan should therefore
think about forecasting and budgeting for the year
ahead as soon as possible.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/929065/UK-Japan-Trade-Agreement-sectoral-benefits.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/929065/UK-Japan-Trade-Agreement-sectoral-benefits.pdf
https://www.moneycorp.com/en-gb/personal/reasons-for-transfer/emigration/japan/

Singapore is not just an area with a

, it's also the UK's largest trading
partner in South East Asia and the UK is Singapore’'s
top destination for foreign investment in Europe.
Total trade between the two countries was worth
around $13.5bn in 2019,

So the fact a continuity trade deal has been struck
between the two countries should provide relief to
companies with operations in both countries. The
deal means all tariffs on exports to the UK will be
removed by 2024. UK exporters already have mostly
tariff-free access to Singapore and this will continue.
A rollover trade agreement has also been agreed with
Vietnam, another key trading partner in Asia.

Both economies are founding members of the
CPTPP and have publicly shown their support for the
UK joining the fast-growing trade bloc, which gives
the UK more allies amongst the CPTPP decision-
makers and would boost UK businesses’ presence in
the Pacific region.

, the UK government has been targeting
the Asia-Pacific region as an area to increase digital

Singapore.and.Vietham

trade and investment opportunities. A new £8m
Digital Trade Network for Asia-Pacific was launched
in June 2020 with the aim of increasing tech exports
to fast-growing international markets and attracting
iInvestment to create jobs. As a result, areas that
have seen significant growth in the past year include
educational technology, financial technology

and cyber security as a result of the coronavirus
pandemic.

UK-based businesses looking to establish a foothold
in Asia will find that Singapore offers an attractive
proposition. It's consistently ranked as Asia’s top
logistics hub by the World Bank, offering overseas
businesses an easy way to connect with the region.
Many of the top 25 global logistics firms have
operations in Singapore, with DHL and Schenker
among those that have set up regional or global
headquarters in the country. The Singapore dollar has
held up relatively well over the past year due to the
government launching a range of stimulus packages
to keep the economy afloat amid the coronavirus
pandemic.


https://www.moneycorp.com/en-gb/news-hub/working-as-an-expat-in-singapore/
https://www.moneycorp.com/en-gb/news-hub/working-as-an-expat-in-singapore/
https://www.gov.uk/government/news/uk-strikes-singapore-and-vietnam-trade-deals-start-of-new-era-of-trade-with-asia
https://www.gov.uk/government/news/uk-strikes-singapore-and-vietnam-trade-deals-start-of-new-era-of-trade-with-asia
https://www.gov.uk/government/speeches/opening-address-at-the-great-festival-of-innovation-hong-kong

“Trade between the two countries has
tripled over the past decade to £5.7bn,

according to the Vietham embassy.”

Meanwhile, the separate trade agreement with
Vietham means the UK will not lose access to
preferential tariffs to one of the fastest-growing
economies in Asia. Trade between the two countries
has tripled over the past decade to £5./bn, according

to the Vietnam embassy.

Over the next three years, 99 per cent of tariffs
between the two countries will be scrapped. This
covers machinery and pharmaceutical products, the
UK's top exports to Vietnam. Clothing, seafood and
wooden furniture are among the top exports from
Vietnam to the UK.

Vietnam's GDP grew by an estimated /7 per cent

in 2019, according to the World Bank, one of the
fastest growth rates in the Asia region. The impact of
Covid-19 has not been as severe as other countries.
GDP growth is forecast to be 2.6 per cent for 2020,
making Vietnam one of the few countries in the world
not to expect a recession.

For UK businesses interested in expanding in
Vietnam, the country’'s economic strength means
they are likely to receive a welcome customer base
and financial support. Education is a priority for the
Vietnam government and there is high demand for
English language training centres and private schools.

The government is also supportive of long-term
investment projects from foreign investors,
particularly in the renewable energy sector, where it
IS hoping to increase renewables to 20 per cent of
electricity use by 2030. The UK is seen as a world
leader in clean energy, with more than 700 wind
turbines, and renewables accounting for around 40
per cent of total energy use in the UK in 2019. There
is real potential in Vietnam for UK companies to
export their knowledge and technology.



https://www.vietnamuknetwork.org.uk/news/press-release-uk-deepens-relationship-with-vietnam-through-conclusion-of-bilateral-fta/
https://www.vietnamuknetwork.org.uk/news/press-release-uk-deepens-relationship-with-vietnam-through-conclusion-of-bilateral-fta/
https://www.worldbank.org/en/country/vietnam/overview
https://www.vietnamuknetwork.org.uk/news/press-release-uk-deepens-relationship-with-vietnam-through-conclusion-of-bilateral-fta/

The UK and US remain in talks over a trade deal to
reduce tariffs. The two countries have long enjoyed a
close relationship and the narrative from both countries
so far suggests there will be a host of new opportunities
for trade between the two over the coming years.

This is important, as the US is the world's top superpower
and the UK’s biggest individual trade partner, excluding
the EU bloc. A total of

in the first half of 2020, and around 9 per cent
of UK imports came from the US. From the perspective
of the US, the UK is a major source of imports and
exports but is behind its immediate neighbours of
Canada, Mexico and further economies, south and
central Asia.

Both countries have already offered trade concessions
to each other in recent months. The US announced

in September 2020 it would allow British beef to be
imported for the first time in 20 years, (UK beef had been
banned from being imported into the US since 1996 over
concerns about ‘Mad Cow disease’). Meanwhile the UK
government announced in December it would no longer
apply tariffs to imports of Boeing aircraft from the US

as of 1st January, breaking with the EU's long-standing
stance of supporting rival Airbus.

The two countries have already signed a customs
agreement, meaning trade will not be disrupted when

United States . of America

the transition period ends — which is good news for
businesses both sides of the pond. This agreement

A total of 15.5 per cent of UK exports
went to the US in the first half of
2020, and around 9 per cent of UK
imports came from the US

includes sharing data and taking a co-operative approach
to tackling customs fraud, and it's hoped a free trade
agreement will be reached soon. From a political point of
view, striking a favourable trade deal with the US would
send a message to the world that Britain is seen as an
important economy and trade partner after Brexit.

However, the election of Joe Biden has thrown up
doubts of a free trade deal between the UK and the US
being agreed any time soon. The new President, sworn
in on 20th January, has indicated he plans to continue
with Trump’s "America first” policy. ‘I'm not going to
enter any new trade agreement with anybody until we
have made major investments here at home and in our
workers and in education,” he told the New York Times
in December. In the meantime,.a "'mini deal” is being
explored among the US administration to reduce tariffs
on certain products such as whisky, where a 25 per cent
tax is imposed on imports. The customs agreement will
remain in place.


https://www.ons.gov.uk/businessindustryandtrade/internationaltrade/articles/uktradingpartnersananalysisoftraderelationships/2020
http://www.ons.gov.uk/businessindustryandtrade/internationaltrade/articles/uktradingpartnersananalysisoftraderelationships/2020#:~:text=1.-,Main%20points,unspecified%20goods%20in%20this%20period.
http://www.ons.gov.uk/businessindustryandtrade/internationaltrade/articles/uktradingpartnersananalysisoftraderelationships/2020#:~:text=1.-,Main%20points,unspecified%20goods%20in%20this%20period.
http://www.ons.gov.uk/businessindustryandtrade/internationaltrade/articles/uktradingpartnersananalysisoftraderelationships/2020#:~:text=1.-,Main%20points,unspecified%20goods%20in%20this%20period.

A trade deal with the US could allow UK businesses
to import a broader range of goods, potentially

increasing imports of oil, food and drink, automobiles,

machinery and pharmaceuticals. In general, US tariffs
are low but there is room for negotiation on certain
products.

In response to the coronavirus pandemic and
delays over imports coming from China and
elsewhere, policy changes in the US are set to

bring manufacturing closer to home. These could
include government subsidies, tax incentives,

and incorporating a "buy American” policy into
government procurement strategies. This is
something that UK businesses need to look out for
and mitigate against as it could mean that, while the
UK ends up sourcing a larger number of goods and

parts from the US, the US could start looking internally
for their suppliers. As the coronavirus crisis has taught
us — supply chain diversity is crucial futureproofing for
businesses.

The US dollar is the world's official currency, so
export businesses should continue to keep a close
eye on the UK's relationship with the US to see how
it might affect their bottom line. With volatility in
the pound expected to continue as it gets to grips
with Brexit, an option is to set a forward contract.
This allows a business to fix a prevailing exchange
rate for a set period of time (a deposit may be
required). So even if the exchange rate goes up and
down, a business will receive a fixed rate. This helps
businesses accurately forecast overseas costs.

The US dollar is the world'’s official
currency, so export businesses
should continue to keep a close eye
on the UK's relationship with the
US to see how it might affect their
bottom line.



Ihe Regional.Comprehensive

Economic Partnership (RCEP)

The Regional Comprehensive Economic Partnership
(RCEP) is a free trade partnership between the 10
members of the Association of Southeast Asian Nations
(ASEAN) and five other countries in the Pacific — China,
Japan, Korea, Australia and New Zealand.

It is a new partnership, having been established in
November 2020, after a decade in the making. Its
formation makes it the largest trade pact in the world,
collectively embracing nearly a third of the world's
population and GDP, with the potential to add $500bn to
world trade by 2030.

The aim of the partnership is to lower tariffs, allow

for freer movement of goods within the region and
boost investment. Members will strengthen their links
in technology, mining, manufacturing and agriculture,
allowing them to build and expand their supply chains
across different countries.

In terms of impact on UK and European firms, the
iImmediate benefits will be minimal — mostly because of
the time it will take to get the partnership up and running.
It must be ratified by at least six ASEAN countries before
coming into effect, which could take months to start and
years to complete.

But in the long run, the partnership could provide access
to a customer base of more than two billion people and
make it easier to produce, buy and sell goods within the
region. It will also be easier for firms to ship products
across the region more easily, without encountering
different rules of origin criteria. This will make it easier for
companies with multiple supply chains across the region.

, the Asia-
Pacific region is the most important area for expanding
UK trade after Brexit.


https://policyexchange.org.uk/wp-content/uploads/A-Very-British-Tilt.pdf

The key to success of the partnership relies on China’s central role
and its willingness to establish a single trade agreement with the
two other Asian manufacturing powerhouses — Japan and South
Korea — for the first time. The deal should firmly anchor China’s
role in regional supply chains, bringing down costs and increasing
cooperation between the member states. It builds on China’'s One
Road, One Belt policy, which was established in 2013 with the aim
of building trade routes with more than 70 countries across Asia,
Africa and Europe.

The deal has been compared to the Comprehensive and
Progressive Agreement for Trans-Pacific Partnership (CPTPP),
which includes seven RCEP members. But the RCEP is
significantly larger in terms of market size and has no stipulations
on labour rights, environmental standards and intellectual
property protections.

Other countries may join the partnership in future, giving
companies potential access to more key states. India was
originally involved in the talks but opted out in 2018 over
concerns about safeguarding its own agriculture and dairy
industries. But that's not to say India, which is the world's fifth-
largest economy, won't join at a future date.

Other nations are able to join the RCEP 18 months after it comes
into force (as a founding negotiating partner, India can join any
time after the deal is implemented). In theory, there is nothing

to stop the UK attempting to join the RCEP but the lack of
agreement over labour and environmental standards could prove
a sticking point and the UK is likely to dedicate its focus on joining
the CPTPP.

The Regional Comprehensive
Economic Partnership (RCEP) is a
free trade agreement between the
Asia-Pacific nations of Australia,
Brunei, Cambodia, China, Indonesia,
Japan, Laos, Malaysia, Myanmar, New
Zealand, the Philippines, Singapore,
South Korea, Thailand, and Vietnam.
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Australia

A member of the Commonwealth, hosting the largest
expat population in the world at around 1.3 million,
Australia has a longstanding relationship with the UK.

The UK is in the process of negotiating a new post-Brexit
trade deal with Australia, with each reportedly pushing for
a free trade agreement that could benefit both countries.
UK exports are hugely important to Australia, with the UK
being its and
top export market in Europe.

A favourable deal could see the value of British exports
increase by 7.3 per cent to £900m and would diversify
supply chains for UK businesses, helping to promote
resilience and ensure a sustained global economic
recovery. Trade would be easier and cheaper for UK
businesses, especially considering the focus on tariff
abolition for financial services, telecommunications, food
and drink, vehicles, and technology.

Currently, Australia does not have a free trade agreement
with the EU but has been negotiating one since 2018.
Instead, the majority of EU-Australia trade follows WTO
rules with a number of agreements in place to bring
down tariffs in individual sectors.

Ease of doing business, familiarity of culture and
language, and the opportunity for growth are typically
the most popular reasons why Australian exporters target
the UK. Australia’s main exports are raw materials, such
as coal and gold, which make up two-fifths of its total
exports to the EU. In the UK, Australia accounts for just
0.4 per cent of total imports so an agreeable trade deal
would arguably be more beneficial to Australia.

As the UK's 14th-largest export market, the most likely
goods to cross the country’'s borders from Britain are
mechanical machinery (used in the extraction and
processing of mining materials), cars, food and drink
products and pharmaceuticals.

Australia hosts the ‘largest
expat population in the world
at around 1.3 million


https://www.gov.uk/government/publications/uks-approach-to-negotiating-a-free-trade-agreement-with-australia/uk-australia-free-trade-agreement-the-uks-strategic-approach

For those businesses that import from Australia, the
focus tends to be on non-ferrous metals such as lead
and copper, alcoholic drinks, pearls and gems such
as diamonds. Of these, lead makes up the majority of
Imports, being primarily used for batteries in transport
vehicles and communications, according to HMRC.
With rising demand for electric cars in the UK, we
could see lead imports from Australia increasing in

the coming years.

Meanwhile Australia is a key nation in the Asia-Pacific
region and is a leading member of the CPTPP, which
the UK is hoping to join post-Brexit. A free trade
agreement could help the UK access new supply
chains or enable UK businesses to use Australia as a
launchpad into Asia.

Australia is a sophisticated, tech-savvy market and
there is huge potential for UK businesses to grow
their relationship with the country. Around 13,400 UK
businesses already export to Australia and a free trade
agreement would likely increase this by reducing cost
barriers.

The main obstacle is distance, with travel between
the two taking an average of 24 hours and the
shipment of goods taking longer than this. But

with remote working and meetings becoming far
more commonplace as a result of the Coronavirus
pandemic, many UK businesses are able to function
smoothly in Australia — as long as they are willing to
work around the time zone differences.



https://www.moneycorp.com/en-gb/news-hub/trade-deal-digest-canzuk/

New Zealand

New Zealand has long had a favourable trading history
with the UK through its Commonwealth relationship.

Like Australia, New Zealand does not have a free trade
agreement in place with the EU and the UK government
Is looking to establish its own agreement now the Brexit
transition period has ended. Talks are currently ongoing,
but both sides say good progress is being made amid the
recognition of a “strong relationship” between the two
countries that will continue.

The UK is New Zealand's sixth-largest trade partner, with
two-way trade totalling £3.2bn in 2019. New Zealand's
top exports to the UK include live animals, meat, wine,
fruit, some machinery, eggs, honey and wool. The UK's
top exports to New Zealand are vehicles and parts,
machinery including turbines, and pharmaceuticals. UK
exports to New Zealand have grown from £700m in
2000 to £1.7bn in 2019, data from the Office for National
Statistics (ONS) shows.

The UK has never had a free trade agreement with
New Zealand. If one is successfully negotiated, it could
increase UK exports to the country by an estimated
£100m, according to UK government projections.



https://www.mfat.govt.nz/en/countries-and-regions/europe/united-kingdom/brexit/brexit-overview/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/901870/uk-strategy-uk-nz-free-trade-agreement.pdf

The average tax on goods coming into the UK

from New Zealand is 6 per cent, and for UK goods
exported to New Zealand it's 2 per cent. But tariffs
vary wildly, and UK companies have to pay a 10 per
cent surcharge on car parts going into New Zealand
and 5 per cent on gin. UK tariffs on some of New
Zealand’s key food exports include a 16 per cent
tariff on honey and 8 per cent tariffs on onions and
Kiwifruit.

Minerals and manufactured goods already have few
tariffs and trade barriers and therefore would be little
affected by a free trade deal. A customs agreement
has already been set up between the two countries,
so UK businesses don't need to worry about trade
disruption now Brexit has completed.

A tariff reduction would boost trade and in turn allow
UK businesses to access new markets and encourage
investment, better jobs, higher wages and lower
prices. New Zealand is also a prominent member of
the CPTPP and would be another supporter in the
UK's application to join the powerful trading bloc,
which is made up of 11 countries in the Asia Pacific
region.

The free trade proposal isn't just focused on tariffs.
The UK government also wants a joint commitment
to tackling climate change and to encourage trade in
environmental goods and services across industries
that support the transition to a low carbon economy.

Meanwhile New Zealand is also pushing for free
movement of skilled professionals.

New Zealand is an open, advanced economy and
has a supportive environment for businesses. It was
ranked number one for Ease of Doing Business by
the World Bank in 2020. The economy has bounced
back from the coronavirus pandemic, with GDP
surging 14 per cent in the third quarter, which has
helped the New Zealand dollar to perform strongly
over the past year.

Now might be a good time for UK business owners
to look for opportunities in this fast-growing,
sophisticated economy. The UK and New Zealand
share common business and legal practices such as
intellectual property (IP) protection and the rule of
law, and New Zealand is home to a highly educated,
wealthy and tech-savvy market. Around half of New
Zealand's total population of almost 5 million people
live in the three major cities of Auckland, Wellington
and Christchurch, making it easy for overseas
companies to prioritise where to do market research
and testing of their product or service.



http://documents1.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Comparing-Business-Regulation-in-190-Economies.pdf
https://www.great.gov.uk/markets/new-zealand/
https://www.great.gov.uk/markets/new-zealand/

Brazil

Brazil is the world’s ninth largest economy with a
population of more than 200 million. It is by far the
largest economy in Latin America with

in the natural resources,
agriculture and manufacturing sectors.

Trade representatives from both the UK and Brazil

are currently in discussions to strengthen trade and
investment links, which could include a possible post-
Brexit trade deal. Annual trade between the two countries
Is around £6bn a year.

Many major UK companies have a presence in Brazil,
such as Rolls Royce, Shell, BP, JCB and Experian, and the
country has enormous potential for UK companies due
to its growing consumer market and European-oriented
culture and business practices.

Brazil has the second largest manufacturing industry
within the Americas, with car production and textiles
particularly prominent. Healthcare and life sciences are
growing industries, while within Brazil's abundance of
natural resources is a well-developed renewable energy

sech@y
IS powered by energy that comes from natural sources
and processes.

For UK companies looking to import goods from Brazil,
products in plentiful supply include oil, gas, soybeans and
raw sugar. Importing from Brazil could provide a gateway
to working with further South American countries
including Argentina, Uruguay and Paraguay and help a
UK business build a diverse range of products of services.

However, businesses should be aware that Brazil has a
complicated regulatory and tax system that is tricky to
navigate, while customs rules are also stringent. Currently
there are more than 60 different taxes in the country,
with rates varying between federal districts, states

and municipalities. It's estimated that a medium-sized
company in

on taxes, compared with an average of 114 hours in the
UK. However, the Brazilian government has said plans to
modernise and simplify the tax system are high on its list
of priorities.


https://www.moneycorp.com/globalassets/documents/uk/corporate/marketing/white-papers/doing-business-in-brazil-guide2.pdf
https://www.moneycorp.com/globalassets/documents/uk/corporate/marketing/white-papers/doing-business-in-brazil-guide2.pdf
http://www.cleanenergyministerial.org/countries-clean-energy-ministerial/brazil
https://www.moneycorp.com/globalassets/documents/uk/corporate/marketing/white-papers/doing-business-in-brazil-guide2.pdf

Exporters should also be aware of the significant
costs they face at customs. Imports coming into
Brazil are charged a flat import duty rate of 60 per
cent on goods with a value of up to £2,000. For
larger items being sent in bulk, taxes will depend on
the product. Cars, for example, face an import duty of
35 per cent plus federal taxes.

When it comes to paying a Brazilian supplier, several
financial institutions are likely to be involved which
adds an additional layer of red tape. However, many
UK businesses are able to trade seamlessly with

the Latin American powerhouse and international
payment providers, such as moneycorp, can facilitate
same-day payments to Brazil and provide guidance
on the regulations that come with payments.

The Brazilian real has been underperforming for most
of the past year but is slowly starting to recover as

its current account surplus improves and foreign
direct investment begins to rise again. Brazil has been
hit particularly hard by the coronavirus pandemic,

as the economy was already in a weak position
coming into 2020. It is still feeling the after-effects of
a crippling recession between 2015-2016, with the
unemployment rate at around 12 per cent in January
2020 and rising throughout 2020.



https://www.moneycorp.com/en-gb/news-hub/exporting-to-brazil/
https://twitter.com/RobinBrooksIIF/status/1331589499894325248

The UK signed a free trade deal with South Africa to
ensure continuity of trade conditions post-Brexit back
in September 2019. The Commonwealth country is
the second-most developed economy in Africa after
Nigeria and is the UK's largest trade partner in the
region. At the same time as reaching a deal with South
Africa, the UK also struck a deal with five other African
countries: Botswana, Lesotho, Namibia, Eswatini and
Mozambique.

The UK is South Africa’s fourth largest market for

exports — behind China, Germany and the US —and is
the seventh largest supplier of imports to the country.
Therefore, both governments recognise the importance
of keeping trade relations as smooth as possible, now
that the UK has left the EU. South Africa is a key trading
partner for the UK, with its sophisticated financial,

legal and business services and extensive transport
infrastructure making it an ideal gateway to other markets
in Sub-Saharan Africa.

— T A

As with all members of the EU, trade with the UK prior
to Brexit was facilitated under the SADC-EU Economic
Partnership Agreement or “EPA". This partnership set the
rules for tariffs and ease of trade, with many products
being duty-free (excluding various agricultural products).

If no free trade agreement was in place, it would have
meant the UK's trade relationship with South Africa falling
under WTO rules, increasing tariffs on 114 products
exported to the UK and resulting in the loss of tax-free
status on many imports.

Instead, the rollover deal means South African-assembled
cars will continue to have tariff-free access to the UK
from 2021, as well as citrus products, grapes, plums, and
South African wine under a quota. The tariff-free status

Is especially important to the UK car industry, which
relies on supply chains across the world for car parts

and has been badly hit by disruption resulting from the
coronavirus pandemic.


https://www.ancparliament.org.za/content/statement-minister-trade-and-industry-conclusion-agreement-uk-addressing-trading
https://www.ancparliament.org.za/content/statement-minister-trade-and-industry-conclusion-agreement-uk-addressing-trading

“The UK exported £4.7bn worth of products to South
Africa in 2019, which accounted for 0.7 per cent of all

global exports...”

The UK exported £4.7bn worth of products to
South Africa in 2019, which accounted for 0.7
per cent of all global exports, with drinks, cars,
pharmaceutical products, mechanical power
generators and other miscellaneous electrical
goods topping the export list. So, UK businesses
operating in these sectors should view South
Africa as a way to expand their global customer
base. Meanwhile business and financial services,
transportation and intellectual property are among
the top services imported by South Africa.

When looking at the other end of the supply chain,
the UK imports high numbers of non-ferrous
metals such as lead and copper, vegetables, metal
ores, and road vehicles other than cars from South
Africa. UK businesses that deal in these areas could
therefore consider South Africa as another potential
supplier option when they're looking to diversify
operations.



https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/october2020

Rest of the world

New free trade agreements with countries outside the
EU will take a long time to negotiate, but there are
plenty of opportunities to strike new deals, particularly
in emerging markets. UK businesses that export goods
abroad grow almost twice as fast as those that only
concentrate on the domestic market, according to
research by Capital Economics for UK Export Finance.
It's estimated around a fifth of UK SMEs have the
potential to export but don't — something they should
consider looking at in 2021.

Africa is one continent ripe for growth, being home

to the world's largest free trade area with 1.3 billion
customers across 54 African states. The bloc was
created last year after 20 years of negotiations, and many
member states have eliminated tariffs to boost sales and
trade within the region.

Some African, Caribbean and Pacific countries have
partnership agreements with the EU that means they pay
no duty or tariffs on all goods going into the bloc (except
arms and ammunition). A longer-term priority for the UK
could be to form new trade agreements with developing

countries following WTO guidelines. Africa’s free trade
region would be an obvious place to start as it could
provide an opportunity for the UK to form a single fair-
trade agreement with much of Africa.

Meanwhile, Brexit offers the chance to create a closer
economic partnership with China, the world's second-
largest economy. China and the UK already have a
close relationship, with the UK receiving the majority

of Chinese foreign direct investment that comes into
the EU, and it's been reported that China is looking to
offer the UK enticing trade agreements after Brexit.
Nevertheless, there is friction between the US and China,
and it's likely the UK will prioritise the US when it comes
to any future trade considerations. There has also been
tension over the UK's decision to ban Chinese tech firm
Huawei from the UK's 5G mobile network.


https://www.moneycorp.com/globalassets/documents/uk/corporate/marketing/white-papers/mcp-import-export-guide-smes.pdf

Another area to consider is Latin America.
Argentina is the world's 25th largest economy and
the second largest in South America. Despite high
inflation and a devalued peso increasing the cost
of imports, the country relies on products from
elsewhere. Argentina and the UK have a long-
standing agreement that means an individual who
lives and works across both countries will not pay
double taxation. Around 130 UK companies have
a permanent presence in Argentina, including BT,
HSBC and Unilever.

No trade agreement currently exists between
Argentina and the UK. But MP Mark Menzies, the
Prime Minister's trade envoy to Argentina, says
there is huge potential for Argentina and the UK to
share knowledge and resources in shale gas and
offshore oil technology.

Brexit gives British businesses a fresh impetus

to target growth in these emerging markets.

But knowing where to start and the rules and
regulations of different countries can be daunting.
The UK government’s online exporting hub

can give some starting guidance, while a global
payment provider such as moneycorp can give in-
depth guidance on managing currency transactions
abroad and mitigating against currency risk.



https://www.gov.uk/export-goods

European.Union

After weeks of frantic final discussions, the UK and the
EU signed a free trade deal just a day before the UK

left the union on 31 December. This will benefit UK
businesses that already send goods to the bloc and will
present new opportunities to firms keen to establish a
wider customer base and extend their supply chains

in Europe.

When the UK was part of the single market, British
companies could buy and sell products across the bloc
without paying tariffs or needing to make customs
declarations. This arrangement also applied during

the transition period of 2020. The deal means there

will continue to be no tariffs on the trading of goods
between the UK and EU member states (Northern Ireland
remains a member of the EU'’s single market for goods, in
order to keep trade with the Republic free-flowing).

This continuity of trade is important as the bloc, which
now has 27 members, accounted for an overwhelming
43 per cent of UK exports and 52 per cent of imports

. British firms should view the ratification of the
deal as a sign of confidence that the UK is clearly a

hugely important market to Europe and that the future
trading relationship between the two is secure.

The deal is likely to strengthen the pound in the long
term as the UK's strong trading relationship with the EU
looks set to continue, although initially the boost to the
pound has been muted because markets had already
priced in a strong chance of a deal being reached.

Other uncertainties that could weaken the pound in the
coming months include the fact that a deal with the UK's
all-important services sector — which accounts for 80
per cent of the UK's total economic output — has yet to
be reached. There is also likely to be some disruption

for exporters in the early days as a result of added
paperwork, extra customs declarations and product
safety certificates.

All this could mean the pound falls back below €1.09.
For UK businesses, the initial weaker pound could boost
sales abroad as their products will become cheaper

to EU buyers. So now is a good time to potentially
reconsider markets across the EU.


https://commonslibrary.parliament.uk/research-briefings/cbp-7851/

Within the bloc, the UK's biggest export
partners are Germany, France and Ireland.

But UK businesses could consider looking to
eastern Europe as a source of new business
partnerships and customers, as GDP growth in
countries including Poland and Romania has
surged over the past decade (excluding the
impact of Covid-19).

UK companies that specialise in financial
services, energy, infrastructure and low-
emission technology will find their goods and
services in particularly high demand in Poland.
The country also offers a useful entry point for
UK companies to other central and eastern
European countries as well as emerging
markets further east. In Romania, fast-growing
sectors include the car industry, which is
valued at €30bn and accounts for 14 per cent
of GDP. Car production rose by almost 3 per
cent to 290,000 units in 2019. The industry

was hit by Covid-19 early last year but is
already recovering and could create growth
opportunities for British suppliers of electric
systems, car seats, steering wheels and other
plastic components.

Now Brexit has been ratified, businesses must
look at their supply chains across Europe to
see if further diversification is needed to bring
down costs and boost efficiency. It's also
worth bearing in mind that some overseas
companies invoice in their local currency
(such as the euro), adding a margin to protect
themselves from currency fluctuations. This in
turn will impact a UK company's pricing and
therefore their bottom line. An international
payments firm can help businesses get a fair
price and mitigate these currency risks by
locking in a fair exchange rate in advance.




Conclusion

Brexit offers UK businesses an unprecedented opportunity
to explore new global relationships and re-examine their
supply chains.

There may be disruption in the short-term but being well prepared and planning
for costs accordingly will help firms manage their bottom line. UK companies may
need to reconsider their supply chain to bring costs down and so will be looking
beyond Europe. Whether it's transport and storage or packaging and wholesalers,
there are likely to be multiple parts of a firm'’s supply chain potentially spanning the
globe.

Businesses can now look further beyond the EU when importing parts and goods
from other countries. The UK's new tariff structure should make it easier for
Importers to do business here, with red tape being reduced across 6,000 tariff lines
and associated fees being charged in pounds rather than euros.

coming into the UK is now tariff free, which will increase if more free
trade deals are signed, and this should help keep costs low for both British buyers
and exporters.

One of the UK government's initial priorities is to apply for membership of the
CPTPP. It is an ambitious goal, but membership would give British businesses
access to a free-trade bloc of 11 nations in the Asia Pacific. Despite being located
far away from the Pacific, the UK has managed to gain the support of a number of
key members, including Canada, Australia, New Zealand and Singapore.


https://www.gov.uk/government/news/uk-global-tariff-backs-uk-businesses-and-consumers
https://www.gov.uk/government/news/uk-global-tariff-backs-uk-businesses-and-consumers
https://www.gov.uk/government/news/uk-global-tariff-backs-uk-businesses-and-consumers

7% Output £132bn: GDP 1m Jobs
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