
David McClelland: Hello, and welcome to the HSBC UK Business 
Podcast. The EU Summit in Brussels this week was set to be a 
significant milestone along the journey to Brexit. So, we’ve just 
grabbed HSBC UK Commercial Banking’s Head of Economics, 
Mark Berrisford Smith, to try and make some sense of it. Mark, 
thank you for joining us. First things first, what was the EU 
Summit this week trying to achieve? What were we hoping to get 
out of it?

Mark Berrisford-Smith: This week’s summit was the first possible 
date on which the Brexit deal could have been done. It was never 
going to be done sooner than this October. It was always quite 
likely that it wouldn’t be done this October and it would be hung-
over until either November or December. So, the fact that it wasn’t 
done this week shouldn’t really come as a surprise. It shouldn’t 
really upset people too much. It wasn’t really expected that it was 
going to happen this week.

DM: So, of the talking points that have fallen out of the Summit, 
what have you picked up on and what has, indeed, the press been 
picking up on this week?

MBS: I think the most important thing to come out of this week’s 
Summit is that relationships still seem to be reasonably good, we 
haven’t fallen out, it’s not all fallen apart in acrimony, as it might 
have done, and there’s still reasonable prospects of getting a 
deal before the end of the year. It’s not guaranteed but there is 
a reasonable chance that something will be sorted out, either in 
November or, more likely, in December.  

DM: There has been talk about an extension to the transition 
period as well, hasn’t there?
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MBS: There has indeed. This really isn’t terribly surprising and, in 
a way, I’m slightly shocked that this one hasn’t come up before. 
The transition that we’ve got pencilled in at the moment, is not 
very long. Now, it might seem far-far too long for some of our 
politicians but in terms of how long we’ve been in the EU, how 
complicated the process is – 21 months isn’t really that long a 
time. So, in many respects, what difference does it make whether 
the transition is 21 months or 33 months? Certainly, from the 
point of view of businesses, it would provide extra certainty, extra 
stability, and it would also provide more breathing space in which 
to sort out the deep trade deal that we want to follow after the 
transition.

DM:  But will it provide extra certainty and extra breathing room 
if indeed, the reason for the extension to the transition period 
is because no decision has been made yet on some of the key 
terms? Is that not an extension to the uncertainty?

MBS: There is a certain amount of necessity now because what 
was happening was that we were getting bogged down in 
discussions. When it all gets that complicated maybe the easiest 
thing to do is to just extend the transitional period. Now, I think, 
extending the transition will in any case be extremely difficult, 
politically. So, I’m not at all convinced that it’s actually going to fly 
but I can see why it was put forward, and certainly it would not be 
something that ought to worry businesses if it did happen.

DM:  Trade deals – I’m curious on your take about where we 
are at the moment, with those. There’s been various talks about 
Canada-plus and Canada-plus-plus, and so on, where are we and 
where do you see it now?
 



MBS:  We can’t do anything serious about trade deals until the 
transition is over. We can go and negotiate them, and I’m sure 
that would happen, but we can’t actually implement anything. 
Bear in mind that a lot of trade deals, even once you’ve got them 
signed and sealed, they often have long running periods. It’s not 
unusual for a trade deal to have a 5 or 7-year running period. 
So, even if we were to start very soon the chances of seeing any 
tangible benefits from trade deals that we could strike around the 
world – it’s going to be something for the late 2020s rather than 
earlier. The challenge before that is to ensure that the current deals 
that the EU has with other countries – that they are replicated and 
repurposed for our use once the transition period ends because 
otherwise, we would actually be worse off than we are today. So, 
the notion is that during the transition those trade deals, be it with 
Switzerland, or with Norway, or with Korea, or with Canada that 
those will just roll on – they won’t change. But that won’t be the 
case once the transition has ended. We’ve then got to sort out our 
own agreements with these countries and that will be the  
first priority.

DM: You are out and around speaking with customers every day, 
Mark, what are the questions and concerns that they’re raising 
with you around Brexit, at the moment?

MBS: Most businesses are still, I think, hoping that the worse 
doesn’t happen and for most of them, what Brexit is about is 
ultimately how easy or difficult it’s going to be to continue to 
get stuff from Eastern/Central Europe, and that issue arises in a 
disorderly Brexit. It arises next year. If it’s an orderly Brexit with 
a transition then it arises in either 2021 or 2022. So, many firms 
are thinking about that, especially at a time when the UK labour 
market is already very tight. But I haven’t come across many who 
are actively making contingency plans because of the potential 
disruption to the movement of goods at the end of March next 
year. There will be some companies for whom that is really 
important but it’s not the majority by any means.

DM: ‘Just in time,’ supply chain models and delivery that’s 
something that any delay in import could have a significant  
impact on.

MBS: Yes, certainly for large scale manufacturing it’s a particularly 

crucial issue and it’s possible that given a few months the issues 
will get ironed out and the change will be adjusted so that they 
work in a stable fashion but it’s not quite as ‘just in time’ as it is at 
the moment. There is more slack in the system and more stock.

DM:  Which costs money at the end of the day.

MBS: It does indeed. It does indeed cost money, and I think that’s 
what we have to accept that if the supply chains do change and 
do have to be altered you may well, quickly get to a situation that 
is stable but it may have led to a one-off, semi-permanent increase 
in your costs.

DM: One piece of advice for a business owner listening right now, 
who already has lots of plates spinning. What would you say they 
should be doing?

MBS: Understand your vulnerabilities. Understand what a 
disorderly Brexit would mean to you? Work out whether it 
means a little or a lot, and if it does mean a lot then start to 
make whatever contingency plans it is possible to make. I do 
acknowledge that given that time is tight, there may not be much 
that you can actually do. But at least then you would want to be in 
a situation where you are not going to receive any major shocks in 
the event of a disorderly Brexit.

DM: In the face of the contingency planning that you talk about, 
what kind of measures should business owners be taking? What 
kind of conversations do you think they should be having?

MBS: They need to be thinking maybe about how much stock 
and how much inventory they will need to carry in the event 
that there is a disorderly Brexit and whether they might need 
additional finance to support that. They might also want to think 
about their currency risk. If the Pound were to fall a long way what 
impact would it have, how much pain would it cause, and is there 
anything they can do to hedge that risk?

DM: I think we’ll leave it there. Mark Berrisford-Smith, Head of 
Economics Commercial Banking, HSBC UK, thank you very much.

MBS: Thank you.
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