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• 2018 will be crunch time for Brexit. There will be substantial 

political noise and turbulence throughout 2018. Although an 

agreement on withdrawal issues has taken time to secure, it is 

now not likely to have significant impact on real estate.

• Attention will now progress to the much more important 

question of future trade and migration arrangements. Trade 

access is likely to be no worse than the EU-Canadian deal,  

and no better than the EU-Swiss deal. Migration controls will 

be tighter than they are now, but remain extremely uncertain. 

• In the face of the uncertainties, some businesses are preparing 

to move some staff to elsewhere in the EU. However, the extent 

of such moves is probably overstated, with the majority of 

threatened moves not yet implemented. 

• Occupiers are less concerned about Brexit now than they were 

in late 2016. A CBRE survey of over 100 multinational firms 

finds that the proportion of occupiers worried about negative 

impacts from Brexit fell from 53% to 39% during 2017.

BREXIT: 2018 IS CRUNCH TIME  

After a lengthy and unproductive series of opening salvos in the 

Brexit negotiations during 2017, 2018 will be the year in which 

Brexit becomes real. Because of the need for the UK Parliament, 

the EU Council of Ministers, and the European Parliament to 

ratify any deal reached between the UK and the EU before 

March 2019, negotiations must reach a conclusion before the 

end of 2018 to provide time for ratification. 

Significant progress was made in the March 2018 EU Council 

discussions. But there is still ambiguity on how the withdrawal 

issues (money, the Northern Ireland border and the rights of EU 

citizens) and the transitional agreement will really be 

implemented. And there are now only eight months in which to 

thrash out the future trade agreement. And in European politics 

‘nothing is agreed until everything is agreed’, which means that 

negotiations are likely to get more complex and more 

demanding as the year progresses. We predict substantial 

political noise and turbulence throughout 2018. 

WITHDRAWAL AGREEMENT 

Of the three main issues settled as part of the withdrawal 

agreement, the question of rights for the 3 million EU 

citizens (2.4 million workers) in the UK is economically the 

most significant. We think the chances of a detailed agreement 

on this subject remain high, though it may continue to be used 

as a negotiating tool by both sides in the interim.

In the scheme of things, the amount of money which the UK 

might need to pay as part of the withdrawal agreement is not 

economically significant, though it certainly affects the pace of 

negotiations and is very important politically. Although the 

headroom created by not having to contribute to the EU budget 

might be spent on different things in the future, or perhaps be 

returned to the population in the form of tax cuts, we think the 

economic effects are likely to be marginal. 

Much of the returned money seems likely to be spent 

compensating those who might lose out from EU exit, such as 

farmers, higher education establishments, and local and 

regional government. And it will take some time to appear: the 

UK will face a £37.1bn ‘divorce’ bill and the EU may also ask 

the UK to pay substantial sums in the long term for whatever 

market access can be agreed between them.

Although the future of the Northern Ireland border was 

treated as a withdrawal issue, it is very difficult for the 

negotiators to decide how cross-border commerce and 

migration will be managed in Ireland without a clear agreement 

on trade and migration more generally. So, this issue will now 

be swept up into the question of the future relationship between 

the UK and the EU.

SOME KEY REAL ESTATE IMPACTS OF BREXIT

• Economy:  

Brexit uncertainty will continue 

to dampen confidence and 

growth, and currency-induced 

inflation has not yet fully 

dissipated, slowing consumer 

spending. But the weak pound 

has attracted international real 

estate investors and tourists to 

the UK and boosted domestic 

exports, increasing demand for 

the offices, prime retail, 

industrials and hotels sectors.

• Trade access:  

Trade can happen without any 

agreement in many areas but 

costs would rise; the most 

exposed are highly-regulated 

sectors which cannot trade at 

all without licenses. The impact 

on financial services may 

present particular risks for 

Central London. In the logistics 

sector, supply chains and 

warehousing may need to be 

reorganised.

• Labour market:  

Net migration may fall further 

and firms may pause on hiring, 

reducing demand for office 

space; after 2021, new 

controls could produce 

particular shortages in 

construction, retail, healthcare, 

and hospitality, raising 

occupier and developer costs.  

Shortages could also slow 

expansion or relocation 

decisions. 

• Regulation:  

Although EU law will be 

imported into UK law  

at the point of exit, the UK 

Government is examining 

whether EU-derived planning 

and environmental law could 

be adjusted after the UK has 

left the EU. In the short term, 

the need to get Brexit 

legislation through Parliament 

means there is little space for 

major real estate legislation 

(for example planning law or 

infrastructure projects).

SUMMARY
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CBRE thinks it’s likely that the main ‘divorce’ and transition 

issues (except for the Irish border) will be settled by March 2018. 

Attention will then turn to the future relationship between the UK 

and EU. Assuming that the EU will not compromise the integrity 

of the ‘four freedoms’, the UK’s access to trade will be 

proportional to whatever it is prepared to agree on migration.

MIGRATION AND TRADE IMPACTS ARE THE  
MOST SIGNIFICANT FOR REAL ESTATE  
Longer term, real estate decision makers will be paying 

attention to the impact of: 

• Migration controls on the UK labour market,  

economy and occupiers 

• Trade restrictions on the UK economy 

• Regulatory and tax change 

Regulatory change looks likely to be minimal even in the 

medium term, not least because of the government’s 

commitment to bring the entire body of existing EU law into UK 

law at the point of exit. Tax change might be more significant, 

particularly in VAT and customs duties where the EU has specific 

influence; but most other taxes have always been nationally-

determined and so Brexit is unlikely to induce much change.

So, the migration and trade impacts are the least certain and 

are likely to have the biggest effect. 

”Assuming that the EU will not 
compromise the integrity of the ‘four 
freedoms’, the UK’s access to trade will 
be proportional to whatever it is 
prepared to agree on migration.”

WHAT IF THERE’S NO DEAL?

Even if the UK and EU cannot agree much, there will probably be a 

minimal agreement on the future relationship to limit the damage of 

failing to agree something wider – what some are now referring to 

as a ‘bare bones’ agreement.

Most commentators argue that exit without a deal would cause more 

severe and (in the short term at least) disruptive consequences for 

the UK economy. So in this scenario we would expect occupier 

demand for all types of property to be weaker from 2018 to 2020 

than if the UK exits with a deal. Furthermore, if corporates and 

investors conclude during 2018 that there won’t be a deal, there 

may be some anticipatory impacts in the form of relocation 

decisions, or inertia relating to real estate decisions in 2018,  

even if their assessments eventually turn out to be wrong.

However, even ‘no deal’ is an ambiguous phrase. For example, 

there might be a deal on withdrawal issues but no deal on the future 

trade relationship. If so, the UK would exit smoothly from the 

proposed transition period in 2021, but on the basis that it was 

transitioning to trade based on WTO rules, rather than continued 

preferential market access. Such an outcome might leave open the 

option of a UK-EU free trade agreement in the future, though this 

delayed agreement would be little comfort to UK firms with 

significant exposure to EU markets (and vice versa).

The most serious risk is of ‘no deal’ on both the withdrawal and the 

future relationship. Article 50 provides that the UK can leave the EU 

without any deal, and it is important to the UK negotiating position 

that this remains a credible threat. Such an outcome is likely to be 

damaging for short-term confidence in the UK economy, especially 

if the UK is not well prepared. 

We place the probability of a ‘no deal’ scenario at around 25% – high enough for it to be worth real estate decision makers 

considering this as a serious downside risk.

Weakness in the UK economy compared with the EU, combined 

with Brexit-related uncertainty, suggests that EU migration into 

the UK will not recover any time soon. Ironically this easing of 

migration potentially may make it easier for the UK 

Government to sell a more liberal migration policy to the UK 

population as part of the future EU relationship. 

If cuts in migration are indeed delivered, real estate occupiers 

dependent on lower-skill workers could experience staff 

shortages and wage increases. This might lead to inflation and 

dampen growth – on top of the growth-suppressing and 

inflation effects of Brexit which the UK has already experienced. 

The hotels, food, retail and healthcare sectors are at particular 

risk. EU citizens currently make up 6% of the 170,000 retail 

industry’s work force according to the British Retail Consortium 

(BRC); and KPMG found that 75% of all EU workers in the 

hospitality industry are waiting staff. So negotiating an 

immigration policy which is similar to that which already exists, 

or alternatively providing training for unemployed UK workers 

to enter these sectors, could be crucial for the retail and 

hospitality industry to retain staff.

MIGRATION CONTROLS IMPLY LABOUR 
SHORTAGES AND INFLATION  

Migration effects on employment growth (and thus real estate 

demand) could be significant. In the 2017 UK general election, 

the UK government restated its target to cut net migration to 

below 100,000 people per year. This will be challenging given 

that net migration into the UK is currently more than double that 

amount. And it is already clear from statements by Philip 

Hammond, Chancellor of the Exchequer, that the government 

wants to allow high skilled EU migrants to continue to come to 

the UK. So the achievement of political goals on migration 

remains very challenging.

According to the UK’s Office for National Statistics, the number 

of EU nationals working in the UK between July and September 

2017 increased by 112,000 to 2.38 million compared to the 

same period in 2017. Annual net in-migration has, however, 

fallen by 90,000 people since the EU referendum (see Figure 1). 

Uncertainty about the status of EU migrants into the UK will 

have been a factor in this fall, but economic factors are likely to 

have been equally powerful – the 10% drop in sterling’s earning 

power relative to the euro, and a general recovery in the EU 

economy, have also made the UK look less attractive.  

Figure 1: Long-Term International Net Migration, UK, 2012 to Q3 2017, 000s, quarterly, 12 month rolling

Source: Office for National Statistics, February 2018
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Figure 2: European groupings
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RESTRICTIONS ON MARKET ACCESS LOOK LIKELY
Trade impacts will also take some time to be felt. We judge that 

it is essential politically for the Prime Minister to show that new 

migration controls will be introduced after an EU exit. Assuming 

that the EU position on ‘no preferential trade without migration’ 

holds (and we think it will), EU market access will therefore be 

worse than the UK has now. In recent speeches, the Prime 

Minister has repeated her determination to leave the EU’s  

single market.

Quite which markets the UK might lose access to, even partially, 

is not yet clear, though car manufacturers and financial services 

providers had early public reassurances from UK Ministers that 

their needs would be prioritised by the UK in the negotiations. 

These reassurances seem very likely to prompt ‘me too’ calls 

from other sectors, but it remains too early to tell whether they 

will be heeded. Given the importance of services trade to the 

UK’s future, we suspect that services will be prioritised.

The construction industry is also likely to face labour shortages, 

something implicitly recognised in the UK Government’s 

November 2017 Budget in which £34m was allocated to 

retraining the unemployed to work in this sector. 

Whatever the effects of new migration policies, they will take 

some years to arrive. Given the proposed two year transitional 

period, meaningful new EU migration controls will not take 

effect until 2021 at the earliest. The government’s Migration 

Advisory Committee will not even be reporting until Autumn 

2018. We do not think that the proposed requirement for 

‘registration’ of EU migrants from March 2019 onwards will 

have much practical effect – if indeed it ends up being put  

into place.

Note: EFTA - European Free Trade Agreement; EEA - European Economic Area 
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Trade negotiations are usually lengthy and complex: the  

EU-Canada deal took seven years to agree. There is, however, 

one crucial difference between the UK and Canada: the UK is 

already in a very deep trade agreement with the EU. So the UK 

task is to withdraw to some extent from that agreement, not 

create a whole new agreement from scratch. It will still be 

politically complex for the parties to decide what market access 

they no longer want, but the process is likely to be substantially 

faster than creating a new trade agreement from scratch. 

STILL A WIDE RANGE OF POTENTIAL OUTCOMES
ON FUTURE TRADE ACCESS
Figure 2 illustrates the possible ‘landing zones’ for the future 

trade relationships. CBRE thinks that the likely outcome will sit 

somewhere on a spectrum between the Canadian deal and 

EFTA membership (the Government has ruled out EEA 

membership, as this is tantamount to single market 

membership and submitting to the jurisdiction of the European 

Court). However, that still leaves a huge range of possible 

outcomes, especially for trade in services. One possible 

outcome is that the UK agrees a very simplified version of the 

EU’s relationship with Switzerland, which over the decades has 

signed over 120 bilateral treaties with the EU.

Source: HM Government, Future Customs Arrangements, August 2017

£246bn
UK services exports, 2016

27%
Services share of exports, 1990

45%
Services share of exports, 2016
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TRADE LEGAL DETAILS MIGHT NOT BE SETTLED

UNTIL AFTER 2019 

In any case, the chances of every detail of the UK’s market 

access to the EU (and vice versa) being settled by March 2019 

look increasingly low, implying that a ‘heads of terms’ 

agreement is all that will be agreed by then. If this is right, 

businesses (including financial services businesses) can expect 

uncertainty over the precise level of access even after the UK 

has entered the transitional period planned after March 2019. 

This may not matter for many businesses – but for those facing 

the most complex regulation (such as banks), the absence of 

legal precision could be the difference between activating 

contingency plans to move to the EU, and staying in the UK.

OCCUPIERS WILL ‘WAIT AND SEE’ 

CBRE’s analysis suggests that it is principally financial services 

businesses which are contemplating significant moves to the EU 

in case market access is withdrawn – but only a small subset of 

those businesses. The European Medicines Agency and the 

European Banking Authority (the two EU bodies together 

occupying 340,000 sq ft at Canary Wharf) will move to 

Amsterdam and Paris respectively. Of around 130 publicly 

proposed or confirmed relocations identified by CBRE, around 

85 relate to financial services. Few tech or law firms of any 

significance are indicating that they might move – and indeed 

some major tech firms have made big commitments to take 

space in the UK, especially in central London, since the 

referendum. Forthcoming CBRE research on the legal sector 

shows that legal firms remain largely unconcerned about the 

impact of Brexit on staffing.

Even within financial services, many firms appear to be 

adopting a ‘wait and see’ approach which threatens a move but 

does not actually commit to it. Many firms which CBRE advise 

say they would rather be pushed out than jump out 

unnecessarily, not least because of London’s position as the top 

international financial centre (according to Z/Yen). This would 

imply that most firms currently share CBRE’s view that a deal 

will be secured and are, for now, prepared to wait for 

corroboration of this view to emerge from negotiations. 

Figure 4: Mitigating measures being taken by UK-based 

occupier respondents (n=15)

Of course, they also have ‘no deal’ contingency plans (see page 

4), and one area of uncertainty relates to when, and under what 

circumstances, they might execute these. The Bank of England 

has warned that banks will need around 18 months to plan any 

move, so some precautionary moves may need to occur now.

SOME RELOCATIONS LIKELY, BUT LOWER THAN 

SPECULATED 
Estimates published by TheCityUK suggest that, in a worst-case 

scenario, some 60,000 to 80,000 financial services jobs might 

move out of the UK. However, the Frankfurt, Dublin and Paris 

business associations, combined, expect only 30,000 jobs 

(10,000 each), implying that even these cities do not believe 

that the worst-case scenario will actually come about, given the 

magnet that the UK has become for global financial services.

Assuming that there is an acceptable UK-EU deal over trade in 

services, CBRE’s view is that financial services job relocations 

will in the end amount to low tens of thousands, over a very 

extended period, and not just because of Brexit. Other drivers 

such as cost reduction, tax issues, or restructuring will also be 

relevant. These other issues have been prominent in driving the 

location strategies of banks and others for some time, especially 

since the 2007 to 2008 financial crisis.

Furthermore, ‘relocation’ can itself describe a range of different 

situations. Some companies may attempt to register corporate 

entities without moving many jobs or people (although it is 

debatable whether regulators would accept this); or accelerate 

hiring in a city where they already operate (most European 

banks for instance already have offices in other cities as well as 

London). Where they do decide to physically move people, they 

will often be senior and expensive people, and so have a fair 

amount of say in where they end up.

Occupiers are less concerned about Brexit than they were 

a year ago, according to a new survey we conducted of 

over 100 major occupiers across Europe, most of whom 

have pan-European or global operations.

By late 2017, the proportion of European occupiers worried 

about Brexit having a ‘very significant’ impact on their 

operations in the UK had dropped from 15% to 6% compared 

with a year earlier (see Figure 3). The proportion of occupiers 

worried about Brexit having a ‘significant’ effect has also fallen, 

from 38% to 33%, meaning that the proportion of occupiers 

worried about negative impacts from Brexit has fallen in total 

from 53% to 39%.

However, the proportion of occupiers who thought Brexit would 

have an ‘insignificant’ or ‘very insignificant’ effect has barely 

changed (23% to 22%). Those who are neutral about its impact 

in the UK have risen from 25% to 37%.

Purely within the UK, levels of concern are understandably 

higher, but here too the 54 occupiers we surveyed are 

becoming more relaxed. While 65% of UK-based respondents 

had ‘significant’ or ‘very significant’ concerns about Brexit in 

2016, by late 2017 only 38% of occupiers were taking that view. 

This perhaps reflects the fact that in late 2016, the UK’s Article 

50 notice had not yet been served and that there was much 

more uncertainty then about the path of UK economic growth 

than there is now.

Many occupiers who thought the impact on their operations 

would be ‘significant’ or ‘very significant’, were engaged in 

mitigating measures (see Figure 4). Two-thirds (67%) of 

UK-based respondents who identified specific mitigating 

measures said their firms were undertaking scenario planning, 

and a third of them were thinking of changing their locational 

footprint. Over a quarter of UK-based occupiers were lobbying 

Government directly or indirectly to make their views known.

OCCUPIERS TAKE COMFORT IN BREXIT PROGRESS

Scenario 
Planning

Changing
 Locational 

Footprint

Re-configuring
supply chain, 
suppliers and 
networks etc.

Changing 
recruitment 

practices

Lobbying 
Governments /
 Trade Bodies

Indirectly or Directly

0% 10% 20% 30% 40% 50% 60% 70% 80%

7%

27%

33%

40%

67%
50

40

30
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0
Very 

Significant
Significant Neutral Very 
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All European occupiers (2016) All European occupiers (2017)

UK-based occupiers (2016) UK-based occupiers (2017)

Figure 3: To what extent is Brexit a material issue for your 

operations in the UK? (All European = 110, UK = 54) (%)
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There is no single destination that will be the sole obvious 

‘winner’ from relocations. All the alternative candidate cities 

have some drawbacks compared with London in terms of scale, 

skills base, business infrastructure, and cultural offer. So we 

expect the impacts to be diffuse across several locations rather 

than confined to any single one.

RELOCATIONS WILL BE OFFSET BY FINANCIAL 

SERVICES SEEKING NEW MARKETS 
Most studies have only looked at possible relocations and not 

considered how UK financial services will refocus on other 

non-EU markets. For example, UK insurance services are a 

genuinely global export, with (according to IEG) 38% of 

insurance services exported to the US compared with 18% to the 

EU in 2013 – without the benefit of a services trade deal with 

the US. If new jobs are created to focus on non-EU markets, 

then the net losses arising from Brexit will be lower than the 

gross losses being cited by financial services firms. Those losses 

would be still lower if trade agreements with other non-EU 

states can be signed in due course, though such agreements 

are likely to take many years to agree and cannot be relied on 

for support in the short term.

In combination, these factors make it likely that the UK  

real estate market will be able to absorb this source of  

changing demand. 

2018 will nevertheless see extensive media speculation about 

possible moves. But political pressure to clarify the headline 

level of market access will also intensify, and recent progress  

on agreeing a transitional period will give firms significantly 

more time to plan.

BREXIT WILL BE A LONG AND SURPRISING 

JOURNEY  
Exiting the EU will be a long and complex process with many 

twists and turns. Our current view is that it is more likely than 

not that the UK will, in the end, secure an agreement with the 

EU and thus that a ‘hard exit’ will be avoided. However, 2017 

did bring a surprise (a snap UK general election) and we  

expect the remainder of 2018 to also contain its fair share 

of surprises.
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LOOKING FOR THE FULL STORY ON UK REAL ESTATE PROSPECTS? 

CBRE’s 2018 UK Real Estate Market Outlook explores how economic, political and 

technological forces will affect property markets in 2018 and beyond. This report is the 

most comprehensive sector-by-sector outlook in the industry, covering everything from 

flexible office space to e-commerce, and from data centres to build to rent. There’s also 

a special feature on ‘proptech’. 

The Market Outlook report contains an earlier and shorter version (December 2017)  

of this Brexit guide. 

A copy of the Market Outlook report can be found at:  

cbre.co.uk/research-and-reports/United-Kingdom-Real-Estate-Outlook-2018 
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