Brexit
The potential departure of The UK from the European Union
UK has voted to leave by march of 2019
Vote won by 51.9%
Estimated that GDP will decrease by 3% by 2020
Theresa May, the PM, was against Brexit and now she’s like whatever, gotta deal with it
 The pound decreases once the news hit
3 divorce issues
1. How much UK owes the EU
a. Will pay around 35-39 billion pounds over 4 years
2. What happens to the Northern Ireland border
a. Will be no hard border with Ireland
3. What happens to UK citizens living elsewhere in the EU, vice versa EU citizens living in the UK
a. Rights of EU citizens in the UK and UK citizens in the EU will be protected. Live, work, and study. Relatives who don’t live in the UK can join family in host country in future
Implications on Canadian economy
· Increased financial market volatility
· Because of the un known economy if Britain
· Although not directly involved, can create uncertainty and can undermine investor confidence.
· UK is Canadas 3rd largest merch export destination, mainly metals (60%)
· Canada-European union comprehensive economic and trade agreement (CETA) will still be used up until the UK us no longer apart of the EU
· Canadian Companies that use the UK as a gateway to other European countries will have to revaluate their strategy
· The economy will mainly suffer because of uncertainty of investors but no major implications
Pros
· Membership fee: leaving the EU will have cost saving because they don’t have to contribute to EU budget
· Trade: UK is the powerhouse of EU trading so now they have more power once the leave
· Sovereignty: they don’t have to answer to anyone, set their own rules
· Ex. Fishing rights around their coast 
· Immigration: currently Britain cannot deny anybody from another EU state to come live there.  Some Brexiters want decreases immigration, others say the rules should be set by the Gov.
· More jobs for people in the UK
Cons
· Investment: UKs status a financial center will decrease because if it is no longer seen as a gateway to the EU for US banks and such
· Jobs: around 3 million jobs are linking with the EU that could be lost
· can lead to labour shortages which, reducing potential growth
· also UK has a shortage of skilled workers, so some sectors would hurt from it
· Opportunities for Brits to work else now decreased
· Much of the power Britain has is because its affiliation with the EU, so branching off would decrease its global influence and possible hurt foreign relationships. Not as much power
· Security:  The EU was a strong pillar of security
· UK benefit by the share information from NATO and United nations that ultimately fight against terrorism
Globalisation
Factors that drive and destroy globalisation
· Trade theory understanding
· Stances of countries
World is flat now
· Consumerism is up
· Communism is down
Integrated economy
· Sus is up
· Trade barriers down (most countries)
Main Causes
· Improves transport. Ex, air travel>>> faster and more people
· Improved tech, easier to communicated with people around the globe. Ex, internet global communications
· Growth of multinational companies with global presence in many different economies
· Trading blocks which reduced national barriers (EU, NAFTA, ASEAN)
· Reduces tarif barriers encourage global trade, with support of the WTO
· Exploiting gains from economies of scale, reduce costs and prices (new trade theory)
· Global media
· Economic implications across countries
· Financial sys increasingly global
· Improved mobility of capital, capital barriers decreased>>investments and financing all over 
· Increased mobility of labour, people are willing to go to other countries
· Increased free trade
· FDI increases
Factors that can impact globalisation are when a country places tariff barriers and they restrict immigration.
Foreign Direct investment FDI
FDI: an investment made by a company or person in one country who has business interests in another country, they make the investment in form of getting business assets or establishing a business in another country
Reasons to partake
· Take adv of lower labour costs in other countries (india)
· Raw mats are right there, so you don’t have to export them 
· Avoid tarrif barriers and non tarrif barriers to trade
· Reduce transport costs
· Can gain from the local knowledge to help enter domestic market
Advantages
· Capital inflow: creates higher output and jobs, help finance a current account deficit
· Long term capital inflows more sus than short term port inflows.  It creates a healthier market
· Host country can benefit from knowledge the firm brings
· Investment from abroad could lead to higher wages and improves working conditions
· Competitive advantage in market
· Diversifies a company’s assets
Disadvantages
· Too much FDI in a country can lower a country’s comparative advantage. If too much power can influence politics to gain favourable laws and regs
· FDI may be a way to bypass local employee and environmental laws
· Does not always benefit the host country as the FDI can gain ownership of raw mats and not distribute the wealth 
· Multinationals have been prone to use unfavourable working conditions
Trade theorys
Old trade theorys
International Trade Theory: Different theories to explain international trade
Mercantilism: a countries wealth is determine by the amount of gold and silver earnings. Promotes exports and decreasing important
Absolute advantage: the ability of a country to produce more or better goods then another country
Comparative advantage: when a country can produce a Good more efficiently then another (lower OC)  
Factor proportion theory: country should produce and export goods that require resources that the country already has a great supply of 
Modern/firm based trade theories
Country similarity: countries who are in similar stages of development would have similar preferences.  Produce for domestic consumption then look to export
Product life cycle: product has 3 distinct phases
1. New product (growth)
2. Maturing product
3. Standardized product (decline)
Porters national competitive advantage theory: a country’s competitiveness in an industry depends on how well the industry innovates and can upgrade
1. Local firm characteristics (Firm strategy, structure and rivalry)
2. Local market demand
3. Related and supporting industries
4. Factor conditions
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