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The Global and Historical Context

THE GLOBAL BACKDROP

TRADE RESTRICTIONS HAVE INCREASED SHARPLY ALONGSIDE GEOPOLITICAL RISK. Trump’s Tariff Increases Would Be the largest Since World War ll

Average Tariffs on Dutiable Imports [ 1900 - 2024
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Never a Dull Moment...

Timeline of key tariff-related events

Date Initiator Description

Mar 27 Various Notice of possible retaliation against US 25 per cent car tariffs

2025

Mar 26 us Donald Trump announces the US will impose tariffs of 25 per cent on

2025 foreign-made auto imports

Mar 24 us US announces tariffs against countries that buy Venezuelan oil

2025

Mar 12 Canada  Canada hits back with new tariffs on almost C$30bn ($21bn) of US goods
2025

Mar 12 EU As US tariffs on aluminium and steel take effect, a retaliatory EU tariff
2025 package targets up to €26bn of American goods, set to take effect on April 1
Mar 11 us US announces additional 25% tariff on steel and aluminium imports from
2025 Canada

Mar 6 us New executive orders backtrack on sweeping 25 per cent tariffs on Mexico
2025 and Canada

Mar 4 Canada  Retaliatory package announced: 25 per cent tariffs on $155bn worth of
2025 imported goods, including an immediate list of goods worth $30bn
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Retaliatory package announced: 25 per cent tariffs on $155bn worth of
imported goods, including an immediate list of goods worth $30bn
Additional 10% levy on Chinese imports announced

Delayed 25% tariffs on Mexico and Canada take effect

25 per cent tariffs on aluminium and steel imports announced — expected
to take effect Mar 12

Low value duty-free shipments from China restored temporarily

New US tariffs applied as part of retaliatory package

Tariffs on China take effect

Canada tariffs placed on hold for 30 days

Mexico tariffs placed on hold for 30 days

Two rounds of retaliatory tariffs announced

Steep new tariffs on Canada, Mexico and China announced
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Tariffs will impact on UK

Exports, outturn and projections based on various trade war scenarios: UK Resqlutlon

£860bn
Pandemic Projection
£840bn

\

£820bn : .
Scenario 2: Escalation but

Total UK exports

no retaliation (£14 bn hit)

£800bn
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£760bn
£740bn
£720bn -
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2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Notes: Baseline scenario of chained volume measures growth of exports from OBR EFO. Scenario 2 includes the US raising tariffs to 20% on all countries, and 60% on

China. Scen 3 shows that on top of Scenario 2, other countries including the UK retaliate with 20% tariffs and China with 60% tariffs © Resolution Foundation 2025
Source: RF A sis of ONS, Trade Time Series, OBR Economic and Fiscal Outlook March 2025, N Tamberi, Trump's tariff proposal could cost over $2,000 (£1,500) per resolutionfoundation.org

capita to US ‘cur‘wsumers, Centre for Inclusive Trade Policy (CITP), October 2024.
Assumednew trade deals United States, Australia,New Zealand,Malaysia,Brunei, China, India,
Mercosur(Brazil, Argentina, Paraguayand Uruguay)and the GulfCooperationCouncil (UAE, Saudi
ArabiaOman,Qatar,KuwaitandBahrain)
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A less friendly world

Inflation Reduction Act United States $369 billion 10 years (2022-2032) Clean energy, electric

(IRA) vehicles, emissions
reduction

EU Green Deal European Union €1 trillion 10 years (2020-2030) Climate neutrality,

emissions reduction,
circular economy,

biodiversity
Net Zero Strategy and United Kingdom £12 billion public 10 years (2021-2030) Net-zero emissions,
Green Industrial funding + additional green energy, electric
Revolution investments vehicles, hydrogen,

nuclear energy
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Defence trade offs

UK spend on health and defence as % of GDP
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Note: definition of defence spending here does not correspond to that used by Nato. Source: IFS
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GDP growth and debt interest spending by parliament
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UK economic performance has been terrible since the global financial crisis

Deviation of real GDP per head from 1990-2007 trend (%)
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FINANCIAL TIMES Source: IMF; FT calculations
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The UK's productivity problem

GDP per hour worked, a measure of labour productivity, has been lower in Britain than in the United States,
Germany, France for decades.
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Note: 2010 US $ constant prices and PPPs
Source: OECD
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Real wages have increased a mere 1% since 2008

Total Average Real Wage (£)
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The Conservatives lost a significant share of supportin 2024 UK IN A
among all social grades- and won their lowest supportamong CHANGING

upper/middle class voters since 1974 EUROPE
Conservative vote share at general elections since 1974 by social grade
60%
40%
26%
o)
20% 25 /o

1974 1979 1983 1987 1992 1997 2001 2005 2010 2015 2017 2019 2024
(Oct.)

e ABC1 (Upper/middle class) C2 (Skilled working class)
e DE (Semi/unskilled working class)

Source: Ipsos, How voters voted, 1074-2024
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2023 Saw the lowest level of trust in politicians and UKINA

Government ministers on record CHANGING
Trust in politicians, 1983-2023 EU Ro P E
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Source: Ipsos Veracity Index, 1983-2023.
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UK investment affected by referendum

UKIN A
CHANGING

UK real business investment index score Q120210 to Q3 2022 (Q11997 = 100). EU RO PE
Trendline based on Q12020 to Q2 2016 trend.

—— UK business investment Trend with confidence intervals, 2010 to 2016

170 Brexit referendum e

Business Investment Index

2010Q3 2011Q3 2012Q3 2013Q3 2014 Q3 2015Q3 2016 Q3 2017Q3 2018 Q3 2015Q3 2020Q3 2021Q3 2022Q3

Source: Data from Office of National Statistics. Graphic and trend analysis by UK in a Changing Europe.
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Impact (including trade deals)

2%

Figure E.3: Decomposition of total impacts on GDP compared to today’s arrangements for the illustrative no
change to migration arrangements and zero net inflows of EEA workers scenarios.
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FTA Paper
Shows both no change to migration No change to No change to
arrangements and zero net inflows of migration migration
EEA workers migration scenarios arrangements arrangements

Modelled White
Paper

Zero net inflows of
EEA workers

BNew trade deals
HRegulatory flexibility
mCustoms costs”
©0ther NTBs

B Tariffs

@ Migration (no change to

migration arrangements)

B Migration (zero net inflows of
EEA workers)

{>Net total (no change to
migration arrangements)

X Net total (zero net inflows of
EEA workers)

A Sensitivity: +50% of
difference between NTBs in
modelled White Paper and
modelled average FTA

Assumedhew trade deals United States AustraliaNew ZealandMalaysiaBrunei,China,
India,MercosurBrazil ArgentinaParaguagndUruguayandthe Gulf- CooperatiorCouncil

(UAE SaudiArabiaOman,Qatar KuwaitandBahrain)
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Trade deals in numbers

Brexit trade deals official impact assessments
GDP boost/impact

Trade agreement £bn/year % of UK GDP
CPTPP (11-nation) +2.0 +0.08%
Australia 2.3 +0.08%

New Zealand +0.08 +0.03%
Possible US-UK +1.6to+3.4 +0.07 to 0.16%
Possible UK-India +3.3to +6.2 +0.12 to0 0.22%
Brexit impact -100 -4%

Source: UK government impact assessments BlBJC



Post-Brexit, EU migrants are
being replaced by non-EU

EU immigration has dropped sharply since the EU UKIN A
referendum, while non-EU immigration has surged CHANGING
Net migration of non-EU, EU, and British nationals in the UK, between YE June E U RO P E
2012 and YE December 2023.
Dotted lines are
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Source: intermational Passerger Survey (ONS), Borders and immigration data (Home Office), Registration and Population Interactions Database (DWP).
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Non-EU migrants are high-skilled

and well paid

In 2024 the earnings of non-EU origin migrants increased
faster than that of UK-origin employees

Median monthly pay of payrolled employees, July 2014 to December 2024, by
nationality.
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Saurce: HMRC, UK payrolled employments by nationality, region, industry, age and sex, from July 2014 to December 2024,

Dec 22

Dec23z Deca2g4

Employments of non-EU migrants increased in all sectors
between December 2023 and December 2024

Change in payrolled employments by nationality, top 10 largest sectors,
between December 2023 and December 2024.
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B Non-EU mEU mUK

Health and social work
Administrative and support services
Wholesale & retail; vehicle repair
Accomodation and food services
Transportation and storage
Education
Public admin. & defence; social security
Construction
Professional, scientific & technical
Manufacturing

-100,000  -50,000 o

50,000 100,000

Source: HMRC, UK payrolled ernployments by nationality, region, industry, age and sex, from July 2014 to Decernber 2024
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The reset
Warmer tone

Limited agreements

Much to negotiate

Small economic impact

Security cooperation still uncertain

Assumedhe
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Yes, we regret it CHANGING

In hindsight, do you think Britain was right or wrong to vote to leave the EU?
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Source data at www.whatukthinks.org/eu/ run by NatCen Social Research
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A majority of voters say that that being outside the EU UKIN A
has worsened the impact of the cost of living crisis CHANGING
In your opinion, with the United Kingdom outside of the European Union, is the cost of |E U RO PE
living in the United Kingdom now higher, lower, or similar to what it would be?
70%
60% \_\
Higher
50% &
40%
30%
20%
100/0 ——————————————————————————— ey,
Lower
0%
Feb-22 Apr-22 Jun-22 Aug-22 Oct-22 Dec-22

Source: UK in a Changing Europe and Redfield and Wilton monthly polling, February to December 2022
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But we don’t want to revisit it CHANGING

EU / Europe / Brexit

What do you see as the most/other important issues facing Britain today?
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0 since Sept 1974(72%) \ The UK leaves the
. ' - ' EU(1 January) :

50 June 2003 :
Treaty of :
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States France and :
40 Holland reject ] : :
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Base: representative sample of c.1,000 British adults age 18+ each month, interviewed face-to-face in home Source: |psos Issues Index
M.B. April 2020 data onwards is collected by telephone; previous months are face-to-face

(@ Ipsos | Political Pulse | August 2024 | Public 28 ﬁ
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Percent of the national vote won by the party which went UKINA
on to form the government, 1979-2024 CHANGING
NB: Vote/seat share for 2010 encompasses both the Conservative Party and the E U RO P E
Liberal Democrats, given the formation of a coalition government Seats won
1979 44% S
1983 42% | 397
1987 42% | 376
1992 42% | 336
1997 43% | 418
2001 41% 412
2005 35% | 355
2010* 36% | 306/57
2015 37% | 330
2017 42% | 317
2019 44% 365
2024 34% | 411

. Labour . Conservatives Liberal Democrats

Source: House of Commons Library, 2024
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What do Labour voters say their main reason for
backing the party is? To get the Tories out

What would you say is the ONE main / biggest reason you are voting for Labour at the coming general
election? %

Respondents answered in their own words, which YouGov's Al language model has categorised into the
below categories

To get the Tories out

The country needs a change

| agree with their policies

‘
(=]

To support the NHS and reduce waiting n

times

They are the best alternative with a

chance of winning n
| like my local MP . 2
For a fairer society . 2
| have always voted Labour . 2
They align with my views . 2
| trust the integrity and honesty of the . 2
party

They are the lesser of two evils . 2
They care about ordinary people I 1
They are for the working class I 1
They will address the cost of living crisis I 1
For economic stability I 1
To oust the SNP I 1
Keir Starmer's leadership I 1
Better funding for public services I 1

| don't trust Rishi Sunak I

1
Other
Mot sure . 2

YouGov 21 June - 1 July 2024
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Figure 3 | Incumbent parties lost vote share in the vast majority of UK constituencies
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Britain has become much more marginal after the 2024 General UKIN A
Election CHANGING
Marginal seats (those where the margin of victory was within 5% or 10%) EUROPE
post-election, 2019-2024
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below below

M2019 M2024

Source: Focaldata, How Britain Voted 2024
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Fragmentation in the party system

Implied National Vote Share 3:

24% 24% 24%

13%
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