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Perspectives on Brexit

Deloitte’s Brexit Briefings Series

The United Kingdom’s decision in June 2016 to leave the EU will have a far-reaching
economic and political impact. For German companies, Brexit means a fundamental
change in the business environment.

In this context, the Deloitte Brexit Briefings examine the core Brexit themes and risks
from economic, strategic, taxation and legal perspectives, and are intended to provide
orientation about the complex effects of the Brexit and the Brexit process.
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The current edition

In Deloitte Brexit Briefing number 14, “Interconnections between German industry
and the United Kingdom — Trends since the Brexit Referendum”, we investigate how
sectors of German industry are impacted by the Brexit. Our core questions here are,
which sectors are most closely linked with the United Kingdom?, and what
developments have taken place for German companies in the United Kingdom since
2015 in terms of revenues, exports and employment?

This Brexit Briefing is based on data provided by German companies about their
revenues and employee numbers in their British subsidiaries, as well as exports
from German industry to Great Britain as reported by the German Federal Statistical
Office. On the basis of this data, the company information was extrapolated to
sectors to enable us to make statements about the sector-specific importance of
the UK as a location for German companies. Our methodology is explained in more
detail in the final chapter.
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Key findings
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German companies' revenues and exports in the British market are in decline — the UK revenues of large German companies* have fallen by almost EUR 24 billion
(-12 percent) since 2015; exports by just under EUR 7 billion (-6 percent). There was a strong decline in the export of goods (-EUR 10 bn. or -12%), whereas the
export of services actually increased (+EUR 2.5 bn. or +10%), especially in the information and communications sector.

However, links to the United Kingdom remain strong — German companies earn one in 14 euros in the United Kingdom and employ 375,000 people there.
Absolute employment has been very stable since 2015. In a relative sense, both the proportion of sales generated in the United Kingdom and the proportion of
employees is declining in almost all sectors.

DAX companies are the largest companies with the highest revenues. They account for more than 70% of German revenues (EUR 120 billion) in the UK and
employ 200,000 people, which is around 50% of all jobs in large German companies in Great Britain.

The German automotive industry generates the highest revenue in the United Kingdom at EUR 48 billion — however, sales and export share have markedly
decreased in recent years. With almost 100,000 UK employees, the German transport & logistics sector remains the most closely integrated with the United
Kingdom — one in four British employees of German companies works in this sector.

Since 2015, UK sales have fallen most in the finance & insurance sector (-EUR 6.5 bn.) and the transport & logistics industry (-EUR 5.2 bn.) — by contrast, the
wholesale & retail sector was able to expand its sales in the United Kingdom (+EUR 2.8 bn.).

Declining revenues and exports in combination with stable employment in the UK suggest that the falling pound sterling exchange rate (-15%) is the main cause of
the decline in UK business. Lower relative employment and revenue shares are an indication that German companies are focusing more on other markets, whereas
the increase in the export of services corresponds to a general trend in the global economy towards digital services.

*The data are based on information from the D&B Hoovers company database on British subsidiaries of German companies with international headquarters in Germany. A total of 190 companies were
identified that employ at least 100 staff in the United Kingdom and therefore have close business relationships with the United Kingdom.
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Key findings

Ties with the UK differ widely between sectors — the British market matters most for cars, finance and transport

Share of revenues and exports in selected sectors in the United Kingdom (size of circle = UK-generated revenue in EUR bn.)
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Key findings

Since 2015, the British market has lost importance in almost every sector

Share of revenues and exports in selected sectors in the United Kingdom (size of circle = UK-generated revenue in EUR bn.)
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Revenue

How much revenue German companies generate
in the United Kingdom



Brexit links | Revenue development
The revenues that German companies generate in the UK have fallen by almost EUR 24 billion (-12%) since 2015

W 2015 W 2019

German companies’ sales in the United Kingdom have fallen by 12 percent since the start of
12% the Brexit negotiations, with total revenues still around EUR 170 billion.

194,7

171,1

This means that German companies earn almost one in 14 euros in the United Kingdom —
compared with one in 11 in 2015.

-1.8 % points

9.1%

7.3%

DAX companies generate around EUR 120 billion or just under 70% of German revenues in the
United Kingdom — since 2015, however, this has fallen by an above-average -17 percent.

Revenue generated in UK (in € bn) UK revenue as share of total revenue (%)

Source: D&B Hoovers, Deloitte Analyse
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Brexit links | Revenues

The automotive industry remains the largest sector in terms of sales in the United Kingdom — the sharpest fall in sales
was in financial and insurance services, whereas wholesale and retail sales increased

Revenues of selected sectors in United Kingdom (in € bn.)

50,5

47,9
41,1
I 34'6

Automotive industry Finance & insurance Transport/logistics
sector

24,8

Source: D&B Hoovers, Deloitte Analysis
Deloitte 2020

m 2015 m 2019

18,9

Wholesale & retail

14,8
I .

Electronics industry

2,9 2,6
l

Mechanical engineering

20 20
I

Pharma industry

1,8 1,8
[ [ ]

Information &
communication

20 18
I

Chemical industry



Brexit links | Revenue share
The steepest decline in the United Kingdom’s revenue share was reported by the transport and logistics industry,

followed by the finance and insurance sector

UK share of total revenues in selected sectors (in %)
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Exports

How many goods and services are exported
to the United Kingdom



Brexit links | Export development

Since 2015, German exports to the UK have declined by 6 percent to around EUR 111 billion —
the export of goods was especially affected (-12%), while the export of services actually increased (+10%)

w2015 m 2019
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Source: Destatis, Bundesbank, Deloitte Analysis
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The role of the United Kingdom in German trade is declining in importance — currently, German-
British trade only has a share of just under 7 percent.

Exports from German companies to the United Kingdom have fallen by 6 percent since the start
of the Brexit negotiations. While the exports of goods fell significantly (-12%), exports of
services to the United Kingdom increased (+10%).

For goods exports, the United Kingdom has slipped from 3rd to 5th place among Germany’s
most important export partners since 2015. For service exports, the United Kingdom remains
Germany’s second most important partner country.

The strongest export declines were in the automotive sector (-EUR 7.8 bn.) and the pharma
industry (-EUR 3.3 bn.). The information & communications industry was able to increase its
exports to the United Kingdom (+EUR 1.1 bn.).

However, the UK share of total exports declined in all industries — especially in the finance &
insurance sector and the pharma industry, the United Kingdom has lost importance in recent
years.
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Brexit links | Exports
Especially in the automotive and pharma sectors, the export of goods has declined strongly in recent years — by contrast,

the information and communications industry increased its UK exports by 40 percent

Exports from selected sectors to the United Kingdom (in € bn)
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Brexit links | Export share
As in the pharma industry, there was a marked decline in the share of goods & services exported to the United Kingdom

in the finance & insurance sector

UK exports as share of total exports for selected sectors (in %)
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Employment

How many employees of German companies
work in the UK



Brexit links | Employment development

The number of employees in German companies in the United Kingdom has remained stable in recent years at 375,000
— but the share of UK employees in the total workforce has fallen below 5 percent

W 2015
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Employment in United Kingdom (in 1,000)

Source: D&B Hoovers, Deloitte Analysis
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The number of employees has changed very little since the start of the negotiations — around
375,000 employees of German companies have jobs in the United Kingdom.

The transport & logistics sector is by far the biggest German employer in the United Kingdom
—one in four employees work in this industry.

Both the wholesale & retail sector and the automotive industry have slightly expanded the
number of jobs in the United Kingdom in recent years — however, in the finance and insurance
sector, employment has fallen.

In terms of employment, the United Kingdom has lost some relevance to the German
economy — the share of employment has fallen below 5 percent — the highest decline in
employment share was reported by the wholesale & retail sector.

With almost 200,000 employees, DAX companies had around half of all employees of German
companies in Great Britain.

16



Brexit links | Employment
The transport & logistics sector is the largest German employer in the United Kingdom by far —the wholesale & retail
sector and the automotive industry have slightly expanded their presence in the United Kingdom in recent years

Employment in selected sectors in the United Kingdom (in 1,000)
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Brexit links | Employment share
Measured against total employees, the proportion of people working in the United Kingdom has declined in almost all

sectors

UK employment as share of total employment for selected sectors (in %)
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Deloitte Brexit Briefing 14 | Methodology
Extensive analysis of German subsidiaries in the UK

Data on the export of German goods and services was provided by the German Federal
Statistical Office and the Federal Bank of Germany.

Data on revenues and employment was provided by information in the D&B Hoovers
company database on British subsidiaries of German companies with international
headquarters in Germany.

Another criterion* for identifying close business relationships was the number of
employees in subsidiaries. We selected companies that employ at least 100 people in the
United Kingdom.

To present the overall situation, company data were extrapolated to their respective
industries. Information on the average share of revenue and employees is therefore
exclusively attributable to selected companies and their sectors. In industries with only a
few companies affected, the influence of individual companies on the overall average share
was accordingly greater.

*A total of around 2,000 companies with international headquarters in Germany and at least one subsidiary
in the United Kingdom were identified. However, selecting only companies with at least 100 employees in
the UK decreased this number to 190 companies with especially strong business relationships in the United
Kingdom.
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190 German companies with strong business ties to the UK
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Deloitte Brexit Briefing 14 | Methodology

German companies in the commercial, financial and manufacturing industries are particularly active in the United

Kingdom

Size class of company by total revenue

Share of companies by largest sectors (N=190)
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Brexit | Publications
Brexit Briefings: Series of Brexit publications on strategic, economic, legal and taxation topics

Brexit Briefings

Part 1: Brexit Survey 1.0 Part 7: Brexit and Tax Consequences

BDI and Deloitte examined German companies’ views on the Brexit and the Brexit referendum Analysis of tax consequences of the Brexit for German-British restructuring of legal entities and individuals
Part 2: Brexit Scenarios Part 8: Brexit Survey 3.0

CLV scenario analysis of potential trade relationships between the United Kingdom and the EU Companies’ views of Brexit negotiations and the effects, risks and opportunities of the Brexit for Germany

as a business location and for the companies themselves
Part 3: German industrial sectors’ ties with the United Kingdom
Analysis of economic ties between German sectors/companies and the UK Part 9: Brexit Road Ahead
What are the next steps in the short and medium term?
Part 4: Brexit Survey 2.0
Survey of German companies regarding their economic assessments of and reactions to the Brexit Part 10: Brexit Survey 4.0
Brexit and the German economy: Risks, expectations and strategies of the companies
Part 5: Hard Brexit and the UK Automotive Market

Effects of a Hard Brexit on the British automotive market using a quantitative demand model (Brexit Part 11: Brexit So Far

model) The effects to date on Germany as a location for business
Part 6: Hard Brexit and German automotive suppliers Part 12: Beyond Brexit

Impact analysis on German suppliers due to European supply chains (Brexit model + input/output Scenarios for the future of Europe

analysis)

Part 13: Brexit Survey 5.0
German companies’ expectations and planning
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