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BREXIT:	WHAT	IF?	
Overview	
	
If	 the	 UK	 votes	 to	 leave	 the	 European	 Union	 on	 23rd	 June	 it	 will	 be	 unchartered	 territory.	 No	
Member	State	has	voted	to	leave	the	EU	before.	The	financial	fallout	and	impact	on	the	economy	
will	be	significant,	at	least	in	the	short-term.	There	is	also	the	formal	process	of	negotiating	an	exit	
agreement	with	 the	EU.	Whilst	 the	 level	of	risk	has	been	the	subject	of	much	debate	during	 the	
referendum	 campaign,	 the	 uncertainty	 a	 Brexit	 vote	 would	 create	 has	 gone	 undisputed.	 This	
briefing	provides	an	overview	of	what	happens	next	if	the	UK	votes	to	leave	the	EU.	It	looks	at	the	
formal	process	that	will	be	followed	within	the	EU	and	next	steps	for	Brexit,	as	well	as	possible	
political	and	economic	consequences	in	the	UK.	
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BREXIT:	WHAT	IF?	
What	Happens	Next	–	The	Formal	Process	
	
The	 first	 few	 days	 following	 a	 Brexit	 vote	 will	 be	 uncertain.	 There	 will	 be	 pressure	 on	 David	
Cameron	as	Prime	Minister	as	well	as	other	party	leaders	on	the	losing	side.	

	
We	 will	 not	 formally	 leave	 the	 EU	 on	 24	 June	 if	 the	 UK	 votes	 for	 Brexit.	 In	 legal	 terms,	 the	
referendum	 is	 purely	 advisory.	 The	 formal	 process	 to	 leave	 is	 only	 triggered	 once	 the	 Prime	
Minister	 informs	 the	 European	 Council	 (leaders	 of	 EU	Member	 States)	 of	 the	UK’s	 intention	 to	
withdraw.	This	is	technically	known	as	triggering	Article	50	of	the	Treaty	on	European	Union	(the	
Lisbon	Treaty).	Article	50	has	never	been	invoked	before	so	it	has	not	been	tested.	

	
What	do	we	know	about	the	negotiation	process?	

! The	 negotiation	 process	 only	 starts	 once	 the	 Prime	 Minister	 invokes	 Article	 50.	 There	
could	be	some	delay	as	the	UK	prepares	it	negotiating	team	before	this	happens.	

! The	UK	remains	a	Member	State	of	the	EU	during	the	withdrawal	negotiations.	Access	to	
the	single	market	and	the	duty	to	comply	with	EU	rules	still	applies	during	this	period.	

! The	negotiation	period	for	withdrawal	is	two	years	from	the	date	of	formal	notification	to	
quit,	although	it	could	be	longer	if	the	EU	agrees	to	an	extension.		

! The	withdrawal	agreement	would	need	to	be	agreed	by	the	Council	of	the	EU	(grouping	of	
Government	ministers	 from	 each	Member	 State),	 excluding	 the	 UK.	 The	 vote	 would	 be	
under	 enhanced	 majority	 rules,	 which	 means	 it	 requires	 support	 from	 72	 per	 cent	 of	
Member	 States	 (20	 out	 of	 the	 remaining	 27)	 representing	 at	 least	 65	 per	 cent	 of	 the	
population	of	the	remaining	EU	countries.	



	 	 		
	

! The	 withdrawal	 agreement	 also	 needs	 to	 be	 agreed	 by	 the	 European	 Parliament,	 by	 a	
simple	majority	vote,	before	it	is	sent	to	the	European	Council.		

	
The	different	 stages	of	 the	process	highlight	 the	complexity	and	potential	 for	Member	States	 to	
influence	 the	 package	 the	 UK	 could	 get	 upon	 withdrawal.	 Leading	 members	 of	 the	 Leave	
campaign	have	said	that	they	would	legislate	immediately	to	withhold	funding	from	the	EU	during	
the	 negotiation	 process,	 and	 to	 withdraw	 from	 other	 EU	 duties.	 This	 is	 unchartered	 territory.	
Unilateral	action	by	 the	UK	 in	 the	event	of	a	Brexit	vote	could	also	undermine	negotiations	and	
result	in	immediate	sanctions,	such	as	suspension	from	the	single	market.	
	
It	is	expected	that	the	UK	Commissioner	would	remain	in	place	during	the	negotiations	and	that	
UK	MEPs	would	continue	to	participate	in	EU	business,	although	this	is	not	confirmed	given	this	is	
new	territory.	British	MEPs	would	also	remain	in	post	until	the	moment	that	the	UK	leaves	the	EU.	

	
BREXIT:	WHAT	IF?	
What	Happens	to	EU	Rules	and	Treaties	

	
Once	the	Prime	Minister	notifies	the	European	Council	that	the	UK	intends	to	leave	the	EU	it	will	
trigger	a	formal	two-year	timeframe	to	negotiate	a	withdrawal	agreement.	
	
The	scale	of	negotiations	for	Brexit	would	be	complex.	The	UK’s	relationship	with	the	EU	covers	
formal	treaties,	secondary	legislation	and	funding	agreements.	The	negotiation	process	will	need	
to	cover:		

! Formal	withdrawal:	 transition	 arrangements	 for	major	 treaty	 areas,	 such	 as	 on	 trade	
with	third	parties	and	the	status	of	EU/UK	citizens.	

	
! Finance	 &	 secondary	 rules:	 finances	 and	 policy	 areas	 not	 covered	 in	 the	 formal	

withdrawal	agreement,	 such	as	on	unspent	CAP	 funding,	EU	single	energy	and	aviation	
markets,	some	environmental	commitments.	

	
! New	 arrangements:	 post-exit	 arrangements	 for	 the	 UK,	 such	 as	 membership	 of	

European	Free	Trade	Association	(EFTA)	or	the	European	Economic	Area	(EEA).	
	

If	the	two-year	negotiation	period	comes	to	an	end	without	either	a	deal	or	an	extension,	the	UK	
would	 leave	 the	EU	without	 new	arrangements.	 The	default	 position	would	place	UK/EU	 trade	
under	World	Trade	Organisation	(WTO)	rules	and	be	subject	to	tariffs.	
	
Negotiations	would	likely	be	led	by	the	UK	Representation	in	Brussels	(UKREP)	team	but	involve	
departments	across	government,	depending	on	the	issue.	

	
The	government	would	need	to	decide	what	to	do	about	EU	rules	that	have	been	translated	into	
UK	laws	–	keeping,	amending	or	repealing	them.	Whitehall	would	also	have	to	review	other	laws	
where	EU	implications	have	been	included,	such	as	legislation	on	devolution	powers.	

	
The	devolved	institutions	in	Scotland,	Wales	and	Northern	Ireland	would	also	have	to	respond	to	
legislation	they	have	transposed	into	devolved	laws,	and	any	funding	implications	on	withdrawal.	

	
BREXIT:	WHAT	IF?	
The	Impact	on	Financial	Markets	

	
Brexit	would	be	met	with	a	period	of	significant	volatility	in	the	financial	markets,	with	the	value	
of	sterling	likely	to	drop,	although	economists	are	divided	in	their	opinions	over	the	severity.	The	
Bank	 of	 England	has	 forecast	 that	 a	Brexit	 result	would	 lead	 to	 a	 sharp	 decline	 in	 the	 value	 of	
sterling	 and	 a	 period	 of	 heightened	 inflation.	Whilst	 Threadneedle	 Street	 has	 been	 reluctant	 to	
adjust	 interest	 rates	 from	 0.5	 per	 cent	 over	 the	 past	 seven	 years,	 there	 are	 widespread	
expectations	 that	 the	Bank	would	have	no	 choice	 but	 to	 raise	 rates	 to	 support	 sterling.	Hedge-
fund	managers	have	reportedly	commissioned	private	exit	polls	to	give	them	a	head	start	on	the	



	 	 		
	

official	result	at	around	07:00-08:00	on	Friday	24th,	so	sterling	may	give	an	early	 insight	on	the	
night	of	the	vote	itself.	

	
The	FTSE	100	volatility	index	provides	an	early	indication	of	the	likely	impact	of	a	Leave	vote	(see	
below).	Spooked	CEOs	may	ponder	moving	their	capital	–	and	workforce	–	to	more	stable	cities	
like	Frankfurt,	which	would	be	worsened	by	an	immediate	shock	to	Britain’s	housing	market.	The	
Bank	 of	 England	 estimates	 that	 possibly	more	 than	 one-third	 of	 buy-to-let	 landlords	would	 be	
unable	 to	pay	 their	mortgages	 in	 the	event	of	2%	interest	rate	rise.	The	FTSE	250,	with	a	more	
domestic	focus,	is	likely	to	feel	even	more	of	the	pain.	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	

	
BREXIT:	WHAT	IF?	
The	Political	Impact	in	Westminster	&	Brussels	

	
Britain	could	wake	up	to	a	new	position	in	the	world	on	Friday	24	June	and	a	new	Prime	Minister	
could	 follow.	 There	 seems	 to	 be	 an	 agreed	 level	 of	 acceptance	 that	 a	 vote	 to	 Leave	 would	 be	
followed	by	David	Cameron’s	resignation,	or	at	least	outlining	a	timetable	for	his	departure.	The	
failure	 to	 lead	 a	 Labour	 campaign	 to	 keep	 the	 UK	 in	 the	 EU	 could	 well	 lead	 to	 an	 immediate	
challenge	to	Jeremy	Corbyn’s	leadership.	
	
UK	negotiating	teams	would	begin	the	detailed	process	of	talks	to	renegotiate	agreements	as	soon	
as	Article	50	is	invoked,	covering	areas	such	as	fishing	quotas,	financial	service	regulation,	health	
and	safety	standards,	whilst	at	the	same	time	negotiating	bilateral	trade	deals	with	the	rest	of	the	
world.	President	of	the	European	Council	Donald	Tusk	has	warned	that	each	step	of	the	way	will	
have	 to	 be	 agreed	 on	 by	 the	 EU’s	 other	members,	which	 could	 go	 beyond	 the	 two-year	 notice	
period.	

	
	

Brexit	and	volatility:	A	match	made	in	heaven	
The	FTSE	100	volatility	index	has	surged	as	polls	began	to	
indicate	the	very	real	possibility	of	a	vote	to	Leave	



	 	 		
	

	
In	the	event	of	a	vote	to	Leave,	the	Prime	Minister	will	likely	face	calls	
to	resign.	
	
	
By	the	morning	of	June	24th	EU	finance	ministers	may	hold	their	own	
emergency	meeting	to	discuss	stabilising	markets.		
	
European	 Parliament	 President	 Martin	 Schulz	 MEP	 will	 meet	 with	
political	group	 leaders	on	Friday	morning	 to	discuss	 the	outcome	of	
the	referendum,	which	will	be	followed	by	a	press	conference.	
	
	
On	 Friday	 afternoon,	 European	 Council	 President	 Donald	 Tusk,	
European	 Commission	 President	 Jean-Claude	 Juncker,	 Dutch	 Prime	
Minister	Mark	Rutte	and	Martin	Shultz	will	meet	to	discuss	the	result	
	
	
The	 European	 Council	 will	 meet	 to	 discuss	 the	 outcome	 of	 the	
referendum,	where	David	Cameron	will	be	joined	by	the	other	27	EU	
leaders	 in	Brussels.	Provided	he	is	still	Prime	Minister,	 it	 is	 likely	he	
would	use	 that	 opportunity	 to	 formally	 trigger	Article	50	 and	begin	
the	process	of	taking	Britain	out	of	the	EU,	which	would	start	the	two-
year	countdown	in	which	to	negotiate	exit.	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
BREXIT:	WHAT	IF?	
Impact	on	Political	Parties	

	
A	 Brexit	 vote	 is	 likely	 to	 lead	 to	 challenges	 in	 both	 the	main	 political	 parties.	 There	 is	 already	
media	speculation	that	David	Cameron	would	be	forced	to	resign	if	the	UK	votes	for	Brexit.	 It	 is	
more	 likely	 that	David	 Cameron	would	 announce	 his	 resignation	 as	 Conservative	 Leader	 and	 a	
future	date	to	stand	down	as	Prime	Minister.	The	future	of	George	Osborne	is	widely	speculated	
to	be	under	threat	as	well	if	the	UK	votes	for	Brexit.	Even	if	Remain	wins	the	referendum	it	is	still	
possible	the	Prime	Minister	could	face	a	challenge	from	party	rebels.	
	
Labour	 Leader	 Jeremy	 Corbyn,	 who	 does	 not	 enjoy	 widespread	 support	 amongst	 Labour	MPs,	
could	 also	 face	 a	 challenge	 if	 Remain	 loses	 the	 vote.	 	 Labour	 has	 been	 much	 more	 united	 on	
Europe	than	the	Conservative	Party,	but	a	loss	for	its	position	could	allow	wider	dissatisfaction	to	
surface.	
	
The	 political	 impact	 would	 also	 be	 felt	 north	 of	 the	 border	 in	 Scotland.	 Nicola	 Sturgeon	 has	
ordered	her	officials	to	draw	up	contingency	plans	for	a	second	referendum,	if	Eurosceptic	voters	
in	England	drag	Europhile	voters	 in	Scotland	out	of	 the	EU	against	 their	will.	The	First	Minister	
told	 MSPs	 “all	 options	 to	 protect	 our	 relationship	 with	 Europe	 and	 the	 European	 Union	 will	
require	to	be	considered".	

	
Conservative	Party	leadership	rules	

		
! If	 Britain	 votes	 to	 leave	 the	 EU	 it	 will	 be	 difficult	 for	 the	 Prime	 Minister	 to	 avert	 a	

Conservative	 leadership	 election.	 The	 speed	 of	 an	 election	 may	 be	 complicated	 by	 the	
immediate	economic	fallout	from	a	Brexit	vote.	Economic	uncertainty	and	a	falling	pound	
will	 put	 pressure	 on	 Conservative	MPs	 not	 to	 destabilise	 the	 government	 in	 the	 short-
term,	entrenching	the	position	of	the	Prime	Minister	in	order	to	provide	stability.	

	
! The	 Conservative	 Party	 has	 a	 two-stage	 process	 for	 its	 leadership	 elections,	 with	 MPs	

picking	a	short-list	of	 two	candidates	before	a	postal	ballot	of	all	members.	The	process	



	 	 		
	

for	a	Conservative	leadership	election	is	as	follows:	
! Conservative	MPs	produce	a	shortlist	of	two	to	go	before	the	membership	as	a	whole	
! Postal	vote	of	all	eligible	Conservative	members.	
! The	Chairman	of	 the	1922	Committee,	currently	Graham	Brady	MP,	 is	 the	retuning	

officer	 for	 the	 election.	 The	 Chief	 Whip,	 currently	 Michael	 Gove,	 receives	
nominations.	

! Nominations	close	on	a	named	Thursday.	If	there	are	more	than	two	candidates	than	
a	 ballot	 of	 Conservative	 MPs	 is	 held	 the	 following	 Tuesday	 following	 the	 close	 of	
nominations.	 The	 vote	 is	 by	 first	 past	 the	 post	 with	 the	 lowest	 scoring	 MP	
eliminated.	Further	ballots	are	held	on	 following	Thursdays	and	Tuesday	until	 two	
candidates	remain.	

! The	 final	 two	 MPs	 then	 go	 forward	 to	 a	 postal	 ballot	 of	 all	 Conservative	 Party	
members	on	a	timetable	to	be	agreed.	

		
Labour	Party	election	rules	

		
! There	could	also	be	a	challenge	to	Jeremy	Corbyn	as	Leader	of	the	Labour	Party	if	the	UK	

votes	 for	 Brexit.	 Whilst	 Corbyn	 remains	 popular	 with	 party	 supporters	 it	 is	 well	
documented	that	he	does	not	have	majority	support	from	Labour	MPs.	

	
! According	to	Labour	Party	rules:	“Where	there	is	no	vacancy,	nominations	may	be	sought	

by	potential	challengers	each	year	prior	to	the	annual	session	of	party	conference.	In	this	
case	any	nomination	must	be	supported	by	20	per	cent	of	the	Commons	members	of	the	
PLP.”	

	
! This	means	 that	 a	 challenger	 needs	 the	 signature	 of	 46	 Labour	MPs	 in	 order	 to	 start	 a	

leadership	race	against	Jeremy	Corbyn.	Labour	rebels	could	muster	this	figure,	the	bigger	
question	is	whether	they	want	to.	Opponents	are	not	coalesced	around	one	candidate	and	
it	 is	highly	 likely	that	Jeremy	Corbyn	would	be	re-elected	given	his	support	amongst	the	
membership.	
	

! Fallout	 from	a	Leave	vote	and	allegations	of	a	 lacklustre	campaign	by	 the	Labour	 leader	
means	that	a	challenge	may	still	come,	even	if	it	stands	little	chance	of	success.	

	
BREXIT:	WHAT	IF?	
The	Trade	Options	

	
Although	no	member	has	ever	left	the	European	Union,	there	are	alternative	trade	deals	that	are	
currently	 in	place	 in	the	world	that	the	UK	could	choose	to	emulate	post-Brexit.		 It	 is	 likely	that	
the	UK	would	seek	 to	 implement	a	unique	deal,	 as	none	of	 the	arrangements	mooted	would	be	
wholly	compatible	with	the	UK’s	situation.		

	
Possible	trade	options	and	models	for	a	Brexit	Britain	to	follow:	

	
! World	Trade	Organisation	rules	for	access	to	the	EU	market	

The	UK	would	 not	 have	 to	 pay	 into	 the	 EU	 budget	 and	 it	would	 not	 be	 required	 to	
implement	 EU	 rules	 and	 regulations.	It	 would	 not	 require	 accepting	 the	free	
movement	 of	 people	 but	 this	 arrangement	 would	 not	 cover	 services,	 including	
financial.	

	
! Establish	a	free	trade	agreement	(Canada)	

This	does	not	require	free	movement	of	people	or	payment	into	the	EU	budget	but	the	
UK	 would	 retain	 market	 access	 in	 important	 sectors.	 This	 arrangement	 requires	
compliance	with	EU	rules	 that	 the	UK	would	have	no	say	over	and	would	need	to	be	
agreed	by	all	EU	member	states	which	could	be	a	lengthy	process.	

	
! Establish	a	customs	union	with	the	EU	(Turkey)	



	 	 		
	

A	customs	union	allows	limited	access	to	the	single	market	with	tariffs	and	other	trade	
rules	being	set	 in	Brussels	without	any	 input,	but	would	not	allow	the	UK	to	benefit	
from	deals	struck	by	the	EU.	

	
! European	Economic	Area	(Norway,	Iceland	and	Liechtenstein)	

The	UK	would	be	a	part	of	 the	 single	market	but	would	also	have	 to	accept	 the	 free	
movement	 of	 people,	 goods	 and	 services	 from	member	 states	 and	 be	 subject	to	 the	
majority	 of	 EU	 rules	 without	 a	 say	when	 they	 are	 drawn	 up.	 In	 October	 2015,	 the	
Prime	 Minister	 warned	 he	 would	"guard	 very	 strongly	 against"	wanting	 to	 emulate	
Norway	and	the	EEA	option.		

	
! The	Swiss	model	

The	UK	would	enter	 into	bilateral	agreements	with	 the	EU,	which	allows	 it	 to	 retain	
elements	 of	 sovereignty	 and	 form	 agreements	 specific	 to	 the	 UK’s	 needs.	 However,	
Switzerland	still	contributes	to	the	EU	budget	and	the	assumption	is	that	the	UK	would	
be	 required	 to	 do	 the	 same,	 contravening	 some	 of	 the	 core	 principles	 of	 the	 Leave	
campaign.	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
BREXIT:	WHAT	IF?	
The	Political	Impact	Abroad	

	
The	political	implications	of	Brexit	would	be	felt	further	afield	than	just	Westminster.	France	and	
Germany,	the	two	loudest	voices	in	the	EU,	would	likely	issue	the	kind	of	response	that	seeks	to	
reassure	the	body	politick	that	the	EU	dream	is	still	alive	and	well.	That	could	mean	the	promise	
of	deeper	European	integration,	or	alternatively	a	commitment	to	reform	in	order	to	stave	off	the	
temptation	for	referenda	by	other	Brussels-weary	Member	States.	

	
EU	 leaders	 will	 be	 cautious	 about	 the	 impact	 that	 a	 Leave	 vote	 in	 Britain	 could	 have	 on	 the	
Spanish	 elections	 on	 June	26th.	Officials	 and	 leaders	 could	 call	 an	 emergency	 summit	 –	without	
British	representation	–	as	early	as	Saturday	June	25th,	in	order	to	provide	a	platform	to	reassure	
Spanish	 voters.	 French	 representatives	will	 be	worried	 about	 the	 extent	 to	which	 the	 far-right	
Front	 National	 could	 be	 the	 main	 benefactor	 of	 Brexit.	 It	 seems	 wholly	 possible	 that	 its	
Eurosceptic	leader,	Marine	Le	Pen,	could	make	it	to	the	runoff	in	next	year’s	presidential	elections.	
President	 Hollande	 will	 want	 to	 make	 it	 clear	 to	 his	 electorate	 that	 leaving	 the	 EU	 is	 a	
fundamentally	 bad	 pursuit.	 Elections	 are	 also	 on	 the	 2017	 calendar	 in	 the	 Netherlands	 and	
Germany.	

	
	

	
	
	

	

EU	better	watch	out	
“Europe	will	also	work	without	Britain	if	necessary.	At	some	point,	the	British	will	realise	they	
have	taken	the	wrong	decision.”	–	Wolfgang	Schäuble	(German	Finance	Minister)	
“You	will	never	get	what	you	want	out	of	negotiations	if	you	leave	the	EU”	–	Angela	Merkel	
(German	Chancellor)	
“There	will	be	consequences	if	the	United	Kingdom	leaves	the	European	Union”	–	Francois	
Hollande	(French	President)	
“If	we	vote	to	leave,	the	depth	of	Britain’s	current	relationship	with	Europe	would	make	
negotiating	a	new	one	a	difficult,	lengthy	and	acrimonious	process.”	–	Lord	Hill	(Commissioner	
for	Financial	Stability,	Financial	Services	&	Capital	Markets	Union)	


