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Brexit and UK credit outlook
Core Brexit Scenarios

No Brexit (second most probable end-game)

Soft Brexit
(incl. Article 50 extension and post-
Brexit transition phase(s))

Hard Brexit 
(less likely)

Source: Scope Ratings (2017). ‘Uncertainties around Brexit challenge UK credit outlook’.

https://scoperatings.com/#search/research/detail/154933EN
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Brexit and UK credit outlook
Core Brexit Scenarios
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Brexit and UK credit outlook

Timeline of events: 2016 referendum to present

GBP/USD exchange rate; Source: BloombergScope references: (1); (2); (3); (4).

https://scoperatings.com/#search/research/detail/154902EN
https://scoperatings.com/#search/research/detail/157553EN
https://scoperatings.com/#search/research/detail/159353EN
https://scoperatings.com/#search/research/detail/159870EN
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31 October 
2019

2020

2021

Brexit and UK credit outlook
Timeline of events: moving ahead

UK’s 
transition 
period after 
exiting EU 
concludes 
under deal 
(unless 
extended)

Second 
Brexit 
referendum? 
(under one 
scenario)

UK’s 
departure 

date 
under 

Benn Act 
terms

31-Jan

Early 
elections?

22-November

Scope

review of 

UK’s ratings

Brexit deal 
and 

legislation 
continue 

review in UK 
Parliament?

UK and EU 
agree on 
Article 50 
extension

Third 
Article 50 
extension 

to be 
approved

UK exits the 

EU in name 

only?
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House of Commons votes on alternative Brexit options

Source: UK House of Commons

Brexit and UK credit outlook
Johnson’s new deal obtained a tentative majority in Parliament on 22 

October… even though an exit by 31 October was more/less ruled out

Yes

No

Line denotes majority
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Source: Bloomberg, Scope Ratings GmbH

Brexit and UK credit outlook
Scope’s UK credit rating versus that as evaluated by CRA peers

Credit rating agency
UK long-term 

rating

Scope Ratings AA/Negative

Moody's Aa2/Stable

S&P AA/Negative

Fitch
AA(Rating Watch 

Negative)

DBRS AAA/Stable
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Net public debt, OBR baseline forecast 
versus stress case

Source: Office for Budget Responsibility, ‘Fiscal risks report’ July 2019 and 
´Economic and fiscal outlook´, March 2019.

*Stress case represents the potential fiscal impact from a no-deal, no-transition Brexit 
scenario as set out in the IMF‘s April 2019 World Economic Outlook

Aggregate impact of Brexit on UK GDP, HM 
Treasury and Bank of England

*Impact of Brexit on UK GDP 15 years after the UK‘s new relationship with the EU 

comes into effect, relative to baseline of today‘s arrangements.

Source: HM Treasury, Bank of England

Brexit and UK credit outlook
A hard Brexit could pose significant challenges…
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Consumer vs business confidence, % 
balance

Source: GfK NOP, Confederation of British Industry

Percentage point contribution to real GDP 
growth, %

Source: Office for National Statistics, Scope Ratings GmbH

Brexit and UK credit outlook
Weakened economic growth outlook
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Brexit and UK credit outlook
Brexit has cost the UK economy well over 1% of GDP, even before Brexit 

happens

UK economy versus top 10 trading partners ex-Ireland, %QoQ GDP growth

Source: Haver Analytics, Scope Ratings GmbH calculations
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General government gross debt, with IMF 
projections

Source: IMF October 2019 WEO

UK public sector net borrowing, latest OBR 
forecasts versus earlier projections

Source: Office for Budget Responsibility

Brexit and UK credit outlook
Fiscal loosening in 2020-21 remains a risk, though the size of the UK’s 

deficit is still modest
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Current account balance, rolling four-
quarter sum, % of GDP

Source: Office for National Statistics

Global allocated reserves held in pound
sterling, % of total global reserves

Source: IMF COFER (updated to Q2 2019)

Brexit and UK credit outlook
External sector risks as well as external sector strengths
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1Rating triggers cited in Scope’s affirmation of the UK’s ratings at AA/Negative, 10 August 2018.
Source: Scope Ratings GmbH

Brexit and UK credit outlook
Sovereign rating drivers: downside and upside

Drivers for a stabilisation of the Outlook

↑ Brexit-related economic uncertainty resolves 

as negotiations conclude in a soft exit end-

state or as a no-Brexit scenario unfolds

↑ Economic and/or fiscal outlooks show 

material resilience and/or economic and 

fiscal policy frameworks are bolstered, 

convincingly setting debt-to-GDP on a 

sustained downward path

↑ External vulnerabilities are reduced 

significantly

Drivers for a rating downgrade

↓ An unanticipated “no deal” exit from the 

European Union

↓ There is significant evidence of weakening 

in the economic and/or fiscal outlooks, 

leading to higher than anticipated public 

debt-to-GDP projections

↓ External vulnerabilities increase and/or 

sterling’s reserve currency status is 

unexpectedly challenged

https://www.scoperatings.com/#search/research/detail/157445EN
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Should the United Kingdom remain a 
member of the European Union or leave the 
European Union? – poll of polls

Source: What UK Thinks, various opinion polls

Opinion polling for the next UK general
election, poll of polls

Source: Various polling companies, Scope Ratings GmbH calculations

Brexit and UK credit outlook
Early elections are the wildcard
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UK Parliament (Current) Elections: Projected Seats
(322 needed for majority)

Source: Electoral CalculusSource: House of Commons

Seat distributions exclude seats allotted to Sinn Féin (which abstains from taking up its seats in Parliament) and the one seat assigned to the House Speaker.

Brexit and UK credit outlook
Early elections could accelerate a soft exit from the EU (if the UK had not 

already exited) or, alternatively, lead to a second referendum
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Brexit and UK credit outlook
Annex: A no-deal Brexit would have an asymmetrically large impact on 

the British and Irish economies

Real GDP impact of no-deal Brexit on EU countries by 2020 relative to a baseline forecast, %

Source: Oxford Economics
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Disclaimer

© 2019 Scope SE & Co. KGaA and all its subsidiaries including Scope Ratings GmbH, Scope Analysis GmbH, Scope Investor

Services GmbH and Scope Risk Solutions GmbH (collectively, Scope). All rights reserved. The information and data supporting

Scope’s ratings, rating reports, rating opinions and related research and credit opinions originate from sources Scope considers to

be reliable and accurate. Scope does not, however, independently verify the reliability and accuracy of the information and data.

Scope’s ratings, rating reports, rating opinions, or related research and credit opinions are provided ‘as is’ without any representation

or warranty of any kind. In no circumstance shall Scope or its directors, officers, employees and other representatives be liable to

any party for any direct, indirect, incidental or other damages, expenses of any kind, or losses arising from any use of Scope’s

ratings, rating reports, rating opinions, related research or credit opinions. Ratings and other related credit opinions issued by Scope

are, and have to be viewed by any party as, opinions on relative credit risk and not a statement of fact or recommendation to

purchase, hold or sell securities. Past performance does not necessarily predict future results. Any report issued by Scope is not a

prospectus or similar document related to a debt security or issuing entity. Scope issues credit ratings and related research and

opinions with the understanding and expectation that parties using them will assess independently the suitability of each security for

investment or transaction purposes. Scope’s credit ratings address relative credit risk, they do not address other risks such as

market, liquidity, legal, or volatility. The information and data included herein is protected by copyright and other laws. To reproduce,

transmit, transfer, disseminate, translate, resell, or store for subsequent use for any such purpose the information and data contained

herein, contact Scope Ratings GmbH at Lennéstrasse 5, D-10785 Berlin. Scope Ratings GmbH, Lennéstrasse 5, 10785 Berlin,

District Court for Berlin (Charlottenburg) HRB 192993 B, Managing Directors: Torsten Hinrichs and Guillaume Jolivet.


