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Overview – the importance of trade for UK automotive 

 

 

Automotive is a vital UK industry. 169,000 people are employed 

directly in automotive manufacturing, while the sector as a whole 

employs 814,000 people.  

The total economic impact of the sector is calculated at £219bn 

(10% of UK GDP) with every £1 generated by automotive 

delivering £3 to the UK economy  

Automotive accounts for 13.0% of total UK exports in goods, worth 

£40.1 billion.  

80% of cars made in the UK are exported to 160 markets 

worldwide. 

Car exports and engine production are at historically high levels. 

In 2017 1.34m UK built cars and 1.5m engines were exported 

worldwide.  

 

UK automotive manufacturing relies on its ability to 

trade internationally  

The EU is by far our largest market, with 54% of 

cars manufactured in the UK exported there. 

Additionally, EU membership gives us access to 

advantageous trading arrangements with 

numerous other countries, such as South Korea, 

Turkey, and soon, Japan. More than 10% of UK car 

exports go to such countries.  

The next largest export markets by size are the USA 

(15.7%), China (7.5%) and Australia (2.9%). 

 

The Trade Bill creates enabling powers that assist with the replication of existing trade agreements between 

the EU and other countries. However, it is not clear if government’s proposal to transpose these trade 

agreements will guarantee the legal certainty that they can work as they do now. Further clarity is required 

from government on how it plans to replicate the beneficial effects of these trade deals (both during transition 

and beyond).  
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Rules of Origin 

Free Trade Agreements (FTAs) contain ‘rules of origin’, which ensure that a significant proportion of operations 

necessary to manufacture a product is made in the country trading the goods. This ensures that countries actually make 

the products included in a trade deal. 

For example, the EU-South Korea FTA contains a rule of origin threshold of 55% for passenger cars. Any car 

manufactured in the EU must meet this threshold if it is to take advantage of the preferential tariff rate included in that 

FTA and avoid paying an 8% tariff when exporting to South Korea.  

The deeply integrated nature of the automotive supply chain across Europe means that UK manufactured cars contain 

a significant proportion of parts from other EU member states, while the majority of British-built components, such as 

engines, are exported to the EU. This means 79% of our imported components come from the EU, while 65% of British-

built components are exported to the EU.  

Under current arrangements, a UK manufactured car can include content from other EU member states to achieve the 

55% threshold to export tariff-free to South Korea. 

Should the UK replicate this FTA with the same 55% content threshold then cars made in the UK would fail to meet this 

requirement due to the necessary proportion of EU originating materials sourced to produce UK cars. Under this 

scenario, the UK’s automotive manufacturers would not benefit from the negotiated tariff rate included in the replicated 

deal, while South Korean exports are likely to enjoy continued tariff free access to the UK. 

To ensure that UK automotive manufacturers are able to benefit from the preferential tariff rates in the FTAs that 

government hopes to replicate, government must ensure that the UK can continue to count EU content for this purpose. 

To do this, government must agree appropriate cumulation arrangements with the EU and existing trading partners.   

Contact:  

Alessandro Marongiu 

International Trade Policy Manager 

amarongiu@smmt.co.uk 

policy@smmt.co.uk  

020 7344 9240 

 

The UK already gains preferential access to 70 

markets around the world through EU free trade and 

customs union agreements. These include important 

markets for UK automotive, including Canada, South 

Korea and Turkey. 

These advantageous trading arrangements are vital 

for the UK’s automotive sector and it is imperative 

that these do not lapse when the UK leaves the EU 

in March 2019, or at the end of the proposed 

implementation period in December 2020.  

 

UK automotive must retain tariff and barrier-free trade with 

its largest market. Highly integrated supply chains cross 

Europe, and these help deliver the global competitiveness 

of UK manufacturing.  

Under a ‘no deal’ scenario, where the UK trades with the 

EU under WTO tariffs, the UK motor industry would face 

a £4.5 billion tariff cost for cars alone. This could add at 

least an annual £2.7 billion to imports and £1.8 billion to 

exports. Import tariffs could push up the list price of cars 

imported to the UK from the EU by an average of £1,500. 

 

James Diggle 

Government Affairs Manager 

jdiggle@smmt.co.uk 

policy@smmt.co.uk 

020 7344 9221 

Retaining benefits of existing trade agreements 
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