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The UK’s rise to become the world’s fourth largest exporter sparked a wave of celebration 

among the country’s policymakers, politicians and trade analysts. According to new data, the 

UK overtook major economies like France, the Netherlands and Japan, and sat behind only 

China, the US and Germany in 2022 with US$1.02 trillion (£808 billion) in exports. 

 

 

https://theconversation.com/the-uk-has-surged-to-become-one-of-the-biggest-exporters-in-the-world-but-this-isnt-all-good-news-230241
https://theconversation.com/the-uk-has-surged-to-become-one-of-the-biggest-exporters-in-the-world-but-this-isnt-all-good-news-230241
https://theconversation.com/the-uk-has-become-the-worlds-fourth-largest-exporter-but-can-it-maintain-this-momentum-229053
https://www.export.org.uk/insights/trade-news/uk-becomes-world-s-fourth-largest-exporter-as-services-boom/
https://www.linkedin.com/posts/rishi-sunak_services-trade-sees-uk-become-worlds-fourth-activity-7184444629222588416-HexV/
https://senecatradepartners.com/elementor-7376/
https://unctadstat.unctad.org/datacentre/dataviewer/US.GoodsAndServicesBpm6
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At first glance, this seems a significant coup, showcasing the UK’s economic resilience. But 

before cracking open the champagne, it’s worth considering what these numbers truly mean 

and whether they tell the full story. 

 

Looking at the top-line export figures alone can be misleading when gauging a country’s true 

economic competitiveness. This is because total exports report the value of products, 

including the costs of everything that goes into making them. But some of this – parts and 

labour known as “intermediate inputs” – will be imported. 

 

Think of the value of a Mini car made in the UK and exported abroad. With it being 

assembled domestically, the finished car counts as a UK export. However, a good portion of 

its total value (more than 60% in some cases) is added earlier in the supply chain by 

companies in other countries. The UK then imports the value of the parts and labour to 

complete the car production. 

 

So, the UK’s export ranking may not accurately reflect its economic strengths and productive 

capability. The US$1.02 trillion headline may hide a large portion of value created far from 

the UK shores. 

 

And the net value of the UK’s output produced domestically as a percentage of GDP (after 

adding all output and subtracting intermediate inputs) confirms this. This has been on a 

steady decline since the 1990s, reaching a value of 16.7% in 2022. On top of that, the value 

of imported intermediate inputs (the things the UK buys in to produce its finished products) 

increased in 2022 by 4.8% and 11.9% from EU and non-EU countries respectively. Both 

figures indicate an increasing UK reliance on imported goods. 

 

So why is there a problem here? Since the exports are rising, even if the amount of value the 

UK feeds in is reduced, total exports still add value to the economy, right? Again, it’s not 

straightforward. 

 

In 2022, there was an impressive rise in UK exports, but the data also shows an even faster 

increase in imports into the UK. This produced a trade deficit (when a country imports more 

than it exports) of almost £66.8 billion, the highest since 1989. 

https://ukandeu.ac.uk/wp-content/uploads/2020/06/Manufacturing-and-Brexit.pdf
https://assets.publishing.service.gov.uk/media/5ebd3e80d3bf7f5d380b1213/Research-on-Trade-in-Value-Added.pdf
https://tradingeconomics.com/united-kingdom/industry-value-added-percent-of-gdp-wb-data.html#:%7E:text=Industry%20(including%20construction)%2C%20value,compiled%20from%20officially%20recognized%20sources
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/timeseries/enib/mret
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/articles/uktradeingoodsyearinreview/2022
https://unctadstat.unctad.org/datacentre/dataviewer/US.GoodsAndServicesBpm6
https://researchbriefings.files.parliament.uk/documents/SN02815/SN02815.pdf
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One reason for this was the Bank of England (BoE)’s aggressive cycle of interest rate hikes to 

combat inflation. 

 

Raising UK interest rates attracts foreign investment, increasing demand for the pound, which 

strengthens its value. A stronger pound makes imports cheaper but exports more expensive, 

potentially leading to the UK importing more than it exports. 

 

 

 

But from the early 2000s, imports exceeded exports consistently. This can’t be explained 

solely by the BoE interest rate decisions. And even though having a trade deficit is not 

necessarily indicative of an unhealthy economy, a prolonged deficit may raise concerns 

around the UK’s export-led economic growth narrative. 

 

Economic theory suggests that persistent trade deficits, especially where imports are taking 

the place of domestically produced goods, may highlight weaknesses in certain industries due 

to low productivity, a lack of international competitiveness, or both. 

https://www.bankofengland.co.uk/boeapps/database/Bank-Rate.asp
https://www.imf.org/en/Publications/fandd/issues/Series/Back-to-Basics/Monetary-Policy#:%7E:text=High%20rates%20normally%20lead%20to,rise%20as%20they%20become%20cheaper.
https://www.export.org.uk/insights/features/trade-deficits-understanding-the-nuance-behind-the-numbers/#:%7E:text=While%20the%20UK%20runs%20an,to%20understanding%20the%20full%20picture.
https://assets.publishing.service.gov.uk/media/6193aee2d3bf7f0555071b02/made-in-the-uk-sold-to-the-world-building-an-analytical-framework.pdf
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It can also point to over-reliance on certain imports, which can effectively make the economy 

complacent and limit efforts towards innovation and efficiency. This, in fact, is what 

UK productivity data reveals – it has under-performed relative to comparable economies like 

France or Germany, with the UK annual average productivity growth rate being just 0.5%. 

 

Interestingly, even though the sharp drop in imports and exports in 2020 can be explained by 

the COVID pandemic and Brexit in January of that year, the Brexit announcement itself did 

not appear to damage the UK’s international trade. 

 

Quite the opposite actually, with both the UK’s imports and exports increasing from 2016 to 

2020. This may have been due to businesses building up stockpiles ahead of a new post-

Brexit deal that companies feared would increase costs. 

 

Looking to the future 

Prime minister Rishi Sunak may well celebrate the UK becoming the world’s fourth largest 

exporter, but the future remains uncertain. 

 

Leaving the EU’s single market introduced new trade frictions, despite the 2021 trade deal 

(the Trade and Cooperation Agreement) allowing smoother UK-EU trade and driving up both 

imports and exports in 2022. 

 

To counterbalance these frictions, striking more bilateral trade deals could increase UK 

exports to faster-growing overseas markets. But this depends on the terms negotiated, and 

how well they remove tariffs and reduce other trade obstacles. 

 

Additionally, the UK’s ability to maintain its momentum relies on increasing domestic 

productivity, innovation, workforce skills and growth in emerging technology sectors. This 

will allow it to improve competitiveness. 

 

In future, the UK’s global export ranking will be meaningless without sustainable trade 

surpluses. Long-term policies that add value to the UK economy and increase the range of 

goods and services the country exports will determine if 2022’s figures marked an anomaly – 

or reinstate the UK as a global powerhouse. 

https://www.productivity.ac.uk/news/what-explains-the-uks-productivity-problem/#:%7E:text=It%20is%20in%20the%20bottom,of%20improvement%20in%20recent%20years
https://obr.uk/box/the-latest-evidence-on-the-impact-of-brexit-on-uk-trade/
https://obr.uk/box/the-latest-evidence-on-the-impact-of-brexit-on-uk-trade/
https://www.ons.gov.uk/businessindustryandtrade/internationaltrade/articles/didukfirmsstockpileitemsaheadofthebrexitdeadline/2021-02-01
https://commission.europa.eu/strategy-and-policy/relations-non-eu-countries/relations-united-kingdom/eu-uk-trade-and-cooperation-agreement_en
https://commonslibrary.parliament.uk/research-briefings/cbp-9314/

