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Executive summary

Despite 2024
elections, UK-EU
trade relations are
unlikely to change

Brexit has
contributed to
supply chain
segmentation
between UK and EU

Multiple strategies
exist for adapting
to post-Brexit
logistics/customs

Source: Onyx
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Both the European Union and United Kingdom are holding major elections in 2024. The European Parliament is likely
to see gains in seats for right populist and left populist parties, while the UK will almost certainly see a new Labour
government come to power.

Virtually no election scenario opens the door to major changes in UK-EU trade relations. The EU-UK Trade and
Cooperation Agreement (TCA) will remain the legal framework for cross-Channel trade.

A Labour government under Keir Starmer will seek closer trade relations with the EU, but changes will likely be
confined to light revisions in key areas, such as phytosanitary checks on food products.

Evidence from business surveys and investment data show Brexit has driven firms to segment their UK and EU
supply chains.

Brexit is a factor encouraging businesses to expand their EU production and operations, typically for firms whose
European presence prior to Brexit was concentrated in the UK.

Increased customs checks and processing fees associated with moving goods from the UK to the EU are driving
warehousing investments within the EU-27. The Netherlands is a top choice for EU warehousing thanks to its lower
taxes and proximity to Rotterdam and Antwerp ports and Schiphol airport.

Companies that transport goods in the UK and EU can optimize their post-Brexit logistics through several strategies.

These strategies include establishing or expanding warehousing in the EU for the EU-end market, establishing or
expanding warehousing in the UK for the UK end-market, bonded warehousing, and inward processing relief.

High warehousing costs are a key constraint. The UK has some of the highest warehousing costs in Europe. While
warehousing costs in the EU-27 are lower, they usually exceed customs and processing costs associated with UK-EU
transport.



2024 elections could result in tweaks to UK-EU trade
But a UK return to EU customs union is improbable = status guo continues

European Parliament elections UK general election

TIMELINE
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Source: Politico Pro EU, ECFR, Onyx

June 2024

Notable gain in seats for populist right
and populist left parties

Right-wing governing coalition of
Christian Democrats and populist right
Von der Leyen remains Commission
president with rightward shift in agenda

Revision of trade relations with UK not a
priority

Potential for small concessions on a
non-salient issue
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Likely H2 2024

Labour government with Keir Starmer as
new Prime Minister

Per manifesto, Labour government will
not seek to re-join EU customs union or
single market

Will pursue closer trade relations on
single issues through revisions to EU-UK
TCA

Phytosanitary customs checks are a
priority -> little short-term impact on
other goods



Brexit is encouraging firms to expand EU production

Post-Brexit customs barriers drive segmentation of UK and EU operations

< Factors driving production/operations into the EU Factors driving production/operations out of the EU
60
Labour (cost, skills,
Geopolitical risk Energy costs Shortages)
More 50
important Transport Access to
_ costs inputs
40 Climate change Regulation _ o )
Share (%) Geographical distribution
_ _of firms Cost of of sales
citingasa 30 inputs
factor Tariffs
_ , Local content
20 Brexit ‘Financial requirements
Less Incentives
important
10 .
Technological
change
O
-40 -30 -20 -10 0] 10 20 30 40

Net share (%) of firms citing as a factor

Source: European Central Bank, Onyx

© Onyx Strategic Insights. Reproduction by written authorization only. °

v



Main approaches for adapting to post-Brexit logistics/customs
Optimization of UK setup for export to EU can reduce costs and red tape

PROS

EU DC FOR EU SALES

Proximity to EU end-market
Shorter lead times

Direct import from outside
Europe -> avoidance of double
taxation

CONS

Source: Onyx, Expeditors

Product must be segmented
between EU and UK -> business
becomes more reliant on
demand forecasts

Inventory management becomes
more challenging (e.g., excess
stock in EU warehouse, not
enough in UK)

Costs: Warehousing costs may
exceed customs/processing
costs of importing from UK
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UK INWARD PROCESSING
RELIEF

= Tax relief through suspension of
duty and VAT on goods bound for
export

= Only applies to manufacturing -
Product must physically change
state in the UK

= This includes final assembly,
labeling, etc.



Netherlands is the most common choice for EU DCs
Lower taxes and EU end-market proximity drive new warehousing investment

WAREHOUSING/DC INVESTMENTS IN EU (NEW FACILITIES AND EXPANSIONS)
PROJECTS CITING BREXIT + NEW EU DC INVESTMENTS BY UK FIRMS

Perennially top-ranked

logistics locations in Europe
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UK regions have some of the highest warehousing costs in Europe

But lower EU warehousing costs may not always justify adding EU capacity

AVERAGE WAREHOUSING COST, USD PER SQUARE FOOT
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London’s warehousing costs are
the highest in the world

Costs in several other UK regions
are well above the global and
European average

Lower EU warehousing costs
may not justify adding EU
capacity, as warehousing costs
are still higher than the customs
fees associated with EU import

Rotterdam’s warehousing costs
remain competitive, but costs
rose 21% in 2023 (compared to a
global average of 10%) amid
strong post-Brexit demand
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Disclaimer

Onyx Strategic Insights ("Onyx", "Onyx SI", "We", "Our", or "Us") is a division of Expeditors International of Washington, Inc. ("Expeditors").

The information in this welbsite, article, event invitation or other written form, or shared during or provided in materials as part of an event or other forum
(“Content”) is for informational purposes only. The views, opinions, analyses, estimates, predictions and/or strategies (“Views”) expressed in the Content are those
of the respective Onyx authors and/or speakers who publish and/or present the Content, and may differ from those of other Onyx employees and/or Expeditors
and its officers, directors, and employees. The Content is as of a certain date and is often based on current market and/or geopolitical conditions and is subject to
change without notice.

We do not guarantee the accuracy, completeness, timeliness, or availability of the Content. In preparing this Content, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information that was acquired from public sources. Any mention of third-party trademarks, brand
names, products and services is for referential purposes only and is not meant to imply any sponsorship, endorsement, or affiliation unless otherwise noted.
Copying, re-publishing, or distributing this Content is strictly prohibited without prior written consent from an authorized representative of Onyx.

The Content does not represent an offer or commitment by Onyx or Expeditors to provide any service. The statements in the Content are not intended to be
legally binding, and any references in the Content to services that may be offered by Onyx and/or Expeditors are subject to, and superseded by, the terms and
pricing set forth in the separate legally binding documentation and/or terms and conditions applicable to those service offerings. Nothing in the Content shall
amend the applicable documentation and/or terms and conditions.

The Content and Views are not advice on legal, accounting, trade compliance, tax, financial, investment, regulatory, technology or other matters. You should always
consult your own legal, accounting, trade compliance, tax, financial, investment, or similar advisors before making any relevant decisions. In no event shall Onyx,
Expeditors or any of its directors, officers, employees or agents be liable for any use of, any decision made or action taken in reliance upon, or any inaccuracies or
errors in or omissions from, the Content or Views.

The information in the Content does not include all applicable terms or issues and is not intended as an offer or solicitation for the purchase or sale of any service.
Our services are subject to applicable laws and regulations, as well as our service terms and policies. Not all services are available in all geographic areas or to all
customers. Credit is subject to approval. Rates and programs are subject to change. Certain restrictions apply.
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