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Independent Review of HM Treasury’s two EU referendum models finds grossly 

exaggerated impact  

 

Professor David Blake of Cass Business School, City University London, has conducted an 

independent review of the Treasury’s two reports1 on the economic consequences of a vote 

to leave the European Union in the Referendum on 23rd June. He comments: 

 

“The Treasury’s reports predict that each household in the UK will be worse off (in terms of a 

lower gross domestic product) by £4,300 or more by 2030. My review, Measurement without 

Theory: On the extraordinary abuse of economic models in the EU Referendum debate, 

finds that this prediction is grossly exaggerated for two main reasons: 

 

 The Treasury assumes that the government will not respond to what it calls the 

extreme shock of leaving the EU and so will stand by while the economy dives into a 

recession with GDP falling by up to six per cent over the next two years (relative to 

where the economy would be if the UK remained in the EU) – this is equivalent to 

losing 50 per cent of our trade with the EU, even though we will still be in the Single 

Market during this period. This is simply not credible, and had the government 

responded in the same way during the global financial crisis, the consequences for 

the economy would have been catastrophic. 

 It also assumes that the World’s fifth largest economy – the UK – will be unable to 

negotiate more favourable trading arrangements than currently exist with either the 

EU or the rest of the World (which has three times the GDP of the EU, nine times its 

population and is growing much faster than the stagnant EU economy), and, as a 

result, GDP will be lower by up to 7.5 per cent p.a. by 20302. This follows because 

the specific economic models used by the Treasury are centred on the EU. Had the 

Treasury used a different model, centred on the rest of the World, it might well have 

found that the UK would be better off leaving the EU3.   

 

Most of the other economic models that have examined the economic consequences of 

Brexit – and which have been entirely ignored by the Treasury – find that it will make little 

difference to the UK’s economy whether the UK stays in or leaves the EU. This is consistent 

                                                           
1
 https://www.gov.uk/government/publications/hm-treasury-analysis-the-long-term-economic-impact-of-eu-membership-and-

the-alternatives  
https://www.gov.uk/government/publications/hm-treasury-analysis-the-immediate-economic-impact-of-leaving-the-eu 
2
 This prediction comes from combining the outcome from a short-term model (called a vector autoregressive model) which is 

used for the first two years after leaving with a long-term model (called a gravity model) which is used to project GDP between 
2018 and 2030 (see Figure 1, p10 and Figure 4, p55 of the review). 
3
 These models also predict that the UK would actually be better off, not only staying in the EU, but also joining the Euro – 

although the Treasury does not acknowledge this. Similar models used at the time of the Scottish Referendum predicted that 
Scotland’s trade with the rest of the UK would fall by a highly implausible 80% if she left the UK. 

http://bunhill.city.ac.uk/research/cassexperts.nsf/%28expertsbyName%29/80257346003B633B80256E120059BF96?OpenDocument
http://www.cass.city.ac.uk/__data/assets/pdf_file/0007/320758/BlakeReviewsTreasuryModels.pdf
http://www.cass.city.ac.uk/__data/assets/pdf_file/0007/320758/BlakeReviewsTreasuryModels.pdf
https://www.gov.uk/government/publications/hm-treasury-analysis-the-long-term-economic-impact-of-eu-membership-and-the-alternatives
https://www.gov.uk/government/publications/hm-treasury-analysis-the-long-term-economic-impact-of-eu-membership-and-the-alternatives
https://www.gov.uk/government/publications/hm-treasury-analysis-the-immediate-economic-impact-of-leaving-the-eu


both with Greenland’s experience of leaving the EU in 1985 and with Ireland’s experience of 

ending currency union with the UK in 1979 – neither of which is considered in the Treasury 

reports. 

 

Voters should consider the non-economic factors – such as the democratic deficit, the 

inability of the EU to reform itself, and the social costs of the failing Euro project – as equally 

important as the economic ones. By focussing only on economic issues, the Treasury’s two 

reports present a highly prejudiced case for remaining in the EU.” 

 

ENDS 

Notes: 
 
Professor David Blake is a professor of economics in the Finance Faculty of Cass Business School 
and Director of the Pensions Institute. He has built many different types of models over the last 40 
years in fields as diverse as economics, finance and demography. He is also the co-inventor of a 
gravity model: ‘A Gravity Model of Mortality Rates for Two Related Populations’ (with Kevin Dowd, 
Andrew J.G. Cairns, Guy D. Coughlan, and Marwa Khalaf-Allah), published in the North American 
Actuarial Journal in 2011. 
 
To speak with Professor Blake please contact him via d.blake@city.ac.uk or Marilyn Parris-Bell on 
020 7040 8600 or Julia Harris on 020 7040 3134 
  
Please note: The views expressed here are those of Professor Blake and do not represent those of 
City University London. 
 

Review available at: 

http://www.cass.city.ac.uk/__data/assets/pdf_file/0007/320758/BlakeReviewsTreasuryModels.pdf 

And http://www.pensions-institute.org/BlakeReviewsTreasuryModels.pdf 
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