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“BREXIT — UK Wins Economically, US Stronger Strategically, EU Weaker”

Dr. E. Ted Prince
Founder and CEO
Perth Leadership Institute
www.perthleadership.org

Investment Circle (Beijing)
July 2016

So the UK will leave the EU, the so-called BREXIT. Is this good or bad for the UK? The EU? And
how does that affect China both economically and strategically?

Analysts in the West are saying that it’s going to be really bad for the UK. The way they see it is
that the UK is going to be the loser but that although it’s not great for the EU, the EU will be ok.
So the UK is the loser and the EU is fine.

But | don’t see it that way. In fact | see it as the reverse. | think the UK is going to win big. It’s a
huge problem for the EU, maybe even an existential problem. And | think it poses strategic
challenges for other global alliances which Western commentators have not seen yet.

The Problem of the EU

Let’s forget for the moment how the UK will fare from leaving the EU. Even if this didn’t happen,
how would the EU perform in the future with no BREXIT?

The EU comprises 3 zones. There’s the norther zone with countries like Germany, Finland and
the Netherlands. Then there’s the southern zone with countries like Italy, Spain and Portugal.
And the there’s the eastern zone with countries like Poland, Hungary and Romania.

The southern zone is performing very poorly and on their own these countries would probably
go bankrupt. They are kept from this fate by the northern zone with German and the UK being
the most important contributors. The eastern zone isn’t as weak economically but they will still
need help for many years to come.

Even without BREXIT the EU is struggling. This is mainly because of the southern zone. The
southern countries are almost certain to perform poorly for the foreseeable future. The
European Central Bank has been in a continuous mode of bailing out these countries for many
years. It's only because the northern countries are so strong that the southern countries can
continue to operate without going bankrupt.

Obviously this is all very delicate. It’s quite conceivable that the EU could have a major economic
crisis at some stage because of the poor country performers in the southern region. To these we
have to add France which is also a poor performer. Right now the EU’s economic future is cloudy.



But without the UK in the EU a strong contributor to the EU is leaving. This leaves really only
Germany to shoulder the burden of the southern zone. That makes for a very bad outlook for
the EU even with the UK, and without the UK, it’s even worse.

Several Big Bangs Mean Rapid Financial Deregulation

Firstly why would the UK be better off outside the EU? After all it loses a huge market in the EU
and it gains nothing in return, right?

Essentially BREXIT is a massive deregulation event. That means that the number of government
rules and regulations is going to be hugely reduced in the UK since so many derive from being a
member of the EU. Being a member of the EU results in the UK having to implement, and
enforce millions of rules and edits that make it difficult for business. They now have to
implement and obey these rules which mean added costs, slower time to market, less agility,
less innovation and higher taxes.

Essentially BREXIT is the equivalent of several Big Bangs (major systemic structural reforms),
except this time they will actually happen, quickly and will affect all corners of the British
economy. It’s the sort of deep restructuring that the EU badly needs but will never dare to do.
More! It’s what countries such as the US and China also should implement but will probably
never do either and if they do, only minimally and slowly.

Deregulation is what most slowing or stagnating economies need to do. But once a country gets
large and complicated there are so many lobbies and interest groups fighting for the established
players that it’s usually impossible to do. That’s why Japan has not been able to implement
Abenomics, despite the urgent need for the Japanese economy to undertake deep structural
reform. The EU urgently needs to reform, not just in the failing southern zone but even in the
northern zone. It’s a given that France needs to reform, but even Germany needs to, it still has
deep problems in its banking and labor areas, to mention just two.

The British people did what other peoples in most countries won’t do. Order their leaders to
restructure and reform immediately. Just what most economists recommend for flagging
growth or stagnation. So why don’t the economists get it this time?

The pundits are worried about banks and so on leaving the UK and many probably will. But the
UK currency will almost certainly become cheaper inducing foreigners to buy more British goods
and to set up offices in the UK. It’s going to be a swings and roundabouts thing, just like those
British roads. So you’re going to get many more tourists from China going to the UK because
suddenly luxury goods are going to be much cheaper, as are hotels and goods.

Britain has always been a trading nation. There is a huge depth of talent in the UK and not just in
London, even though there is a lot there. With BREXIT we are going to see a sudden increase in
entrepreneurial activity by British traders, financiers and entrepreneurs. These people will have
much less regulation and far fewer rules to stop them from thinking up innovative ways of
making money and getting into Europe through the back door. So expect entrepreneurial
activity to surge.



The resulting UK is going to start to look like a combination of Singapore and Switzerland. But as
we see below, that’s not all either. There will be other factors which are going to lead to a
British resurgence.

Outpost for European Entrepreneurs and Financial Services

The UK for many years has been an outpost for European entrepreneurs who want to avoid the
rules and regulations in the UK. Of course it was easy for them to move because they didn’t
need a visa.

But | think it’s almost certain that the UK will want this to continue and will make strong efforts
to attract these entrepreneurs. Probably it will create new visa rules for entrepreneurs to make
it easy for them to come to the UK to start up new businesses just like the US and Canada do. |
think this will be another factor which leads to an increase in economic growth in the UK after
BREXIT.

In many ways having a major European country that is not in the EU has several benefits for
certain kinds of people and entrepreneurs. Look at Switzerland whose banks are strong precisely
because they are not in the EU. That means they are outside the regulatory framework of the EU
and can offer certain tax and disclosure advantages.

Many of the banks in the UK now are going to adopt the same kind of strategy. It’s very likely
that many of the existing financial institutions in the UK are going to change their approach so
that they can stay in the UK. That means they will need to offer new and innovative financial
services. So we can expect BREXIT to result in a surge of innovative financial services that the EU
does not offer which will attract many new kinds of business to the UK.

The Currency Advantage

There’s another powerful reason that the UK is going to be so successful economically. That’s
because its currency will be devalued, just like it is now, possibly more so.

Suddenly British goods and services are going to be a lot cheaper. That means they will be
cheaper also in the EU than they are now. So even if some EU importers don’t want to buy
British goods, they will have a powerful reason to still buy them because they will be cheaper.

Of course, European exporters aren’t going to stop exporting their goods to the UK just because
it has left the EU. They will continue to export. But since the British currency will buy less Euros,
that means EU exports to the UK will go down while British exports to the EU will increase. This

will help the British balance of payments and simultaneously hurt that of the EU. So the UK will

come out ahead due to these currency movements.

If the UK currency goes significantly lower, the UK will start to look like a low-cost manufacturing
and distribution center to many EU countries. Labor costs are very high in the UK due to unions
and labor regulations. The UK would be a very convenient low-cost offshore center for
manufacturers in Europe who want to escape the high costs in Europe. This will be another
source of growth for the UK.



Bye the way, houses in London are going to get a lot cheaper. Other cities in the UK too. So the
UK might become the location of choice for Chinese who are buying real estate, rather than the
US as is the case at present.

The Coming Alliance of the English-Speaking Peoples

So here’s another thing. Who do you think Britain will turn to if it doesn’t have the EU? The US
of course. Both of them have a long history together and a long alliance. That alliance was
cemented during World War 2 and despite the time that has elapsed since then, the ties
between the US and Britain are still very strong.

Of course those ties have been weakened economically because of the UK’s membership of the
EU. Much of the UK’s regulatory base is now European rather than American because of this
membership. But now the UK will turn to the US and we can be absolutely sure that this alliance
will be a lot stronger than that with the EU because of the long cultural ties between the two
countries.

But that’s not all. We have to think of the strategic and military ties and alliance between the
two countries. It was Tony Blair as Prime Minister of the US who persuaded Bill Clinton, then
President of the US to go into Yugoslavia together to stop the slaughter there. The Europeans
didn’t want to participate and in the end only put in a token military force. Yugoslavia was a
US/UK joint effort, not a European effort.

Or how about the deal between Margaret Thatcher as Prime Minister of the UK and Ronald
Reagan when Reagan essentially gave the go-ahead to Thatcher to fight against Argentina, and
then on to win? Another US/UK military cooperation. Since World War 2 there have been
numerous examples like this. The fact is that the common language and history has made the US
and the UK much closer natural allies than the UK and Europe.

So when the UK does exit, we should expect the strategic and military cooperation between the
two countries to become much tighter. In effect this will become a new alliance on the world
stage which will be in its own form of competition against other global strategic alliances. There
are 3 broad strategic alliances in the world headed by China, the US and Russia. This means that
the US will become stronger in its own alliance.

| think this will go further. Once such an alliance is initiated | think it is a short step to an alliance
of the English-speaking peoples. In effect this alliance already exists de facto. To some extent it
was forced underground when the UK joined the EU. But with the UK out of the EU it is free to
restart the former Commonwealth, which has the English Queen as its titular head and the
British as the actual head. This English-speaking union will include many of the countries of the
old Commonwealth. This includes Australia, Canada, the English-speaking countries of the
Caribbean and African countries such as Nigeria.

That’s not to say that all of the old Commonwealth countries will join but certainly some of
them would. So in tallying up the global strength and competitiveness of an English-speaking
union we have to include a number of countries which will join in with the US. This will add to
American strength globally just at a time when it has been losing it. In other words, the UK
BREXIT actually serves to increase American strength globally very significantly.



Of course with this alliance of English-speaking peoples, led by the US, the UK will suddenly have
a new global market to sell to and to trade with. Much is being made of the fact that the UK will
lose a huge market in the EU. But this will be replaced by the market in the US and other
English-speaking peoples. This market will trade all sorts of goods, many of them high-tech.

Amongst these goods will be military items. That’s because between them the US and the UK
will form the largest single exporter of military equipment. That will also buttress the military
strength of this alliance.

The Global BREXIT Impact

We have to look at BREXIT from a global perspective, not just a European or UK perspective. But,
as | have said, it’s likely that the UK will perform better in the longer-term and the EU will
perform worse.

But that means the EU will be less important from a strategy and military perspective. The US
will be stronger. And it will likely lead to a new English-speaking alliance which will become a
new global alliance to join existing blocs such as the Chinese and Russian blocs.

Ironically if this happens the EU will only be able to survive strategically if it accepts the
protection of the English-speaking union. Currently that means NATO which really means the US.
So in future | think Britain will be more important in NATO and the European countries less. That
will mean that the Russian bloc will become somewhat more important, as long as its economy
does not implode because of the price of oil going down again.

So no, | don’t think this is a tragedy for the UK, probably the opposite. And other strategic blocs
in the world will have to review these moves closely because it’s likely that we will have a
strengthened America and a new English-speaking alliance.

Recommendations for Chinese Investors and Buyers

UK goods and services are going to get cheaper so now’s the time to buy

Real estate in London is going to get cheaper too so now is a great time to buy

The UK is going to be a lot more welcoming to foreign investors, especially Chinese, so
now’s the time to invest

The UK is going to be far more receptive to mergers and acquisitions with foreign and
Chinese companies should start looking now

Hotels are going to be a lot cheaper so bring your family along with you!

Dr. E. Ted Prince, the Founder and CEO of the Perth Leadership Institute, located in Florida in

the US has also been CEO of several other companies, both public and private. He is the author
of two books: “The Three Financial Styles of Very Successful Leaders” (McGraw-Hill, 2005) and
“Business Personality and Leadership Success”, Amazon Kindle 2011 as well as numerous other
publications in this area. He is a frequent speaker at industry conferences. He works with large
corporations globally on leadership development programs and coaches senior executives and
teams in the area of financial leadership. He has held the position of Visiting Professor at the



University of Florida in the US in its Graduate Business School and is currently a Visiting Professor
at the Shanghai University of Finance and Economics in China.
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