‘We find no statistically
significant ongoing economic
damage of leaving the EU,’
says respected Professor

How the effects of Brexit on trade,
investment, and GDP have been
miscalculated in recent work

Professor Patrick Minford provides a compelling
argument,
summarised by CIBUK and Facts4EU

Ever since the UK voted to leave the European Union following
the historic referendum result in 2016, arguments have raged
over the impact of Brexit on the British economy.

Analysis from the mainstream media has been overwhelmingly
negative. But as the distinguished economist Professor Patrick
Minford argues, closer examination of the data makes it almost
impossible to jump to such conclusions. The Economist declined
to publish this, so we are doing so.

Summary

How the short run effects of Brexit on trade,
investment and GDP
have been miscalculated in recent work
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By Professor Patrick Minford CBE, of Cardiff Business
School, Cardiff University

The full paper can be read here

Across a range of criteria - trade, levels of investment, or
GDP — Professor Minford’s findings are unambiguous:

“We find no statistically significant ongoing effect of
leaving the EU.”

As expected, the volatility in the data caused by the external
shocks of war and disease make the case for an identifiable
Brexit-related economic shock almost impossible to compute.

In that sense, argues Professor Minford, “the Brexit effects
‘“found’ by media commentators are therefore of doubtful
validity.”

About the author: Since 1997 Professor Patrick Minford CBE has
been Professor of Applied Economics at Cardiff Business
School, Cardiff University. Previously he was Professor of
Applied Economics at the University of Liverpool.

In 2016, Prof Minford was a key member of the ‘Economists for
Brexit’ group which stood against the consensus view of many
economists, and advocated the UK'’s departure from the European
Union.


https://facts4eu.org/static/media/BREXIT EFFECTS-OPED-D (002).pdf

We are pleased to share Professor Minford’s article with our
readers in this summarised version, with a link to the full
edition below this.

Background to the current debate

With multiple economic shocks reverberating around the world
from Covid to Ukraine and the rising cost of energy,
discerning a ‘Brexit effect’ amongst all of these involves a
very high level of forensic analysis.

The way this is done is by an ‘Event Study’

The methodology for analysing effects on economic parameters
is known as an ‘event study’. That is, to set out a “’'normal
relationship’ determining the economic variables of interest
and then to identify the point of time at which the Brexit
element intervened; this key date of Brexit arrival then
allows us to identify the Brexit effect mathematically as a
shift in the relationship definitely due to Brexit owing to
its coinciding with that date.”

With so many other economic shocks occurring before and after
Brexit, the question arises whether the estimated effect of
Brexit is statistically significant.

MEASURING THE BREXIT ‘EVENT’

Comparative Methodologies

Professor Minford discusses some of the comparative
methodologies commonly used by economists for estimating the
effects of an economic event in one country against a group of
others.



In particular he highlights the danger of the ‘doppelganger’
(‘D'") method: “in which a group of other economies which in
the past has behaved similarly to the UK is compared with the
UK over the period since Brexit; if performance changes this
is attributed to Brexit.”

However the real danger of this ‘D method’ is that :

“it identifies the effect of Brexit as any changes in the UK'’s
performance since Brexit relative to the D group. “This 1is
manifestly incorrect. There are many other shocks to both the
UK and this other group occurring both before and after Brexit
that can between them generate these changes.”

Measuring the impact of the Brexit Event

Instead of the ‘D method’, the preferred benchmark comparator
is the OECD average where no selection is needed and any
comparisons with the UK economy 1is guaranteed free of
selection bias. However, rather than use any comparator which
will necessarily differ from the UK, it is better to use the
UK’s own relationships over past and present to detect shifts
in behaviour due to Brexit.

Professor Minford outlines in some depth the standard economic
methodologies which are used to identify the ‘shock’ of Brexit
and to estimate its size in comparison with the other group.

Having established the method, it is now possible to use
economic theory to measure the impact of Brexit on the UK
economy.

‘Temporary and minor disruption’



On the basis of the detailed economic analysis, any disruption
following Brexit is to be expected but should only be
temporary as the UK remakes its trade deals and recalibrates
its economic relations with the EU via the Trade and Co-
operation Agreement (TCA).

MEASURING BREXIT: TRADE, GDP & INVESTMENT

Finally, as Professor Minford explains

“Any effects of Brexit must come through via trade, so we
explore here the effects on trade as well as those on GDP and
investment. Our method avoids any selection bias by simply
using the O0ECD average as the group of countries to compare
with the UK when we are gauging whether the comparison shifted
post-Brexit.”

From there, Professor Minford applies a set of economic
regressions across trade, GDP and Investment, regressing UK
data onto OECD data. He also examines effects found in the
UK’'s own relationships, with no comparator at all- the
preferred method.

In each and every case, there is no significant effect of
Brexit.

CONCLUSIONS

Professor Minford’s findings are clear and unambiguous:

“Whatever relationships we examine, whether trade, investment
or GDP,

we find no statistically significant ongoing damage of leaving
the EU.”



Introducing a Brexit ‘dummy variable’ economic model into the
regressions above made no significant difference. Brexit was
just one of many disruptive economic shocks to the UK economy
over recent years and estimating its effect is ‘fraught with
uncertainty.’

Economic theory points to disruption to UK-EU trade in the
short term, but the aim of the UK-EU Trade and Cooperation
Agreement 1s to create barrier-free access to trade, so any
current disruption should dissipate over time.

A full statistical analysis including comparative data
regression tables can be found in Professor Minford’s full
article which accompanies this summary explanation. Readers
can_access it here.
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