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Global Britain—spotlight on international trade with China 
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Public Law analysis: How might a free trade agreement (FTA) between China and the UK look? Matthew 
Hodgson, partner at Allen & Overy and Dr Fan Yang, director at the International Dispute Resolution Academy 
outline the trade possibilities open to Britain with China post-Brexit. 
 
What is China’s approach towards international FTAs? 

China has developed a strategic policy of using FTAs to allow duties and tax reduction on certain products and services, 
enabling the nation to be the world’s manufacturing hub over the last decades. 

China has carefully selected its FTA partners according to the following criteria:  
 

• whether friendly political and diplomatic ties exist between China and the counterparty 
• whether there are strong and complementary sectors between the partnering economies 
• whether the domestic market of the counterparty is sizeable and conducive to strong trade, service and 

investment ripple effects 
• whether both sides have the economic and political goodwill to establish a free trade area 

Since 2007, China has been expanding its network of FTAs as a result of the adoption of expansion and implementation 
of FTAs as a national strategy at the 17th National Congress of the Communist Party of China. In 2012, the 18th National 
Congress of the Communist Party of China decided to accelerate the expansion and implementation of FTAs to further 
remove trade barriers and facilitate stronger trade and commercial ties. 

As of today, China has concluded 15 FTAs covering more than 23 jurisdictions, including Australia, New Zealand, 
Singapore, Switzerland, Korea and the Association of South East Asian Nations (ASEAN). China is currently negotiating 
ten further FTAs plus a regional comprehensive economic partnership, which intends to include 16 member states that 
account for a population of 3.4 billion people with a total GDP of US$49.5trn, approximately 39% of the world’s GDP. 
Another eleven feasibility studies for FTAs are currently in the pipeline. 
 
How does China’s trade profile compare to that of the UK? 

According to the World Trade Organization, in 2015 China (excluding Hong Kong and Macao special administrative 
regions) ranked first in world merchandise trade exports and second in world merchandise trade imports. China’s share in 
world trade exports was 13.80% and its share in world trade imports was 10.06%.  

China’s top exported agricultural products are: 
 

• dried vegetables 
• plants’ parts otherwise preserved 
• onions, shallots, garlic and leeks 

China’s top imported products are: 
 

• soya beans 
• palm oil 
• grain sorghum 

China’s top exported non-agricultural products are: 
 

• automatic data-processing machines 
• radio-telephony transmission tools 
• line telephony electrical apparatus 

http://fta.mofcom.gov.cn/english/index.shtml
http://http/stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=CN2cHK2cMO2cGB
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China’s top imported non-agricultural products are:  
 

• electronic integrated circuits 
• petroleum oils and crude oil 
• iron ores and concentrates 

In 2015, the UK ranked ninth in world merchandise trade exports and fifth in world merchandise trade imports. The UK’s 
share in world total exports was 2.79% and its share in world trade imports was 3.74%. 

The UK’s top exported agricultural products are: 
 

• alcohol of less than 80% volume 
• other categories of processed food  
• bread, pastry and other bakers’ wares 

The UK’s top imported agricultural products are:  
 

• wine made from fresh grapes 
• prepared or preserved meat 
• bread, pastry and other bakers’ wares 

The UK’s top exported non-agricultural products are:  
 

• motor cars for transport of persons 
• gold 
• medicaments in measured doses 

The UK’s top imported non-agricultural products are: 
 

• motor cars for transport of persons 
• medicaments in measured doses 
• gold 

Notably, China’s merchandise and commercial services markets are much larger than its counterparts in the UK. 
 
What are the main opportunities for the UK in China and vice versa? 

China has the world’s largest population and the fastest growing consumer market, propelled by increasing amounts of 
disposable income. As such, a post Brexit China-UK FTA could mean new and exciting opportunities for UK exporters 
across a wide range of sectors, including: 
 

• agricultural products such as alcohol, bread, pastry, chocolate and cocoa food, and 
• non-agricultural products such as cars, electronics, gold, pharmaceutical products, turbo-jets, turbo-propellers 

and petroleum oils 

For UK services suppliers, it could mean new or significantly improved market access for UK financial services, education, 
tourism and travel-related services, construction, engineering, securities, environmental services, services relating to 
forestry, computer and related services, certain scientific and consulting services and telecommunications services 
businesses in China. The UK could potentially gain access to the Chinese Government’s procurement market and benefit 
from exposure to the Chinese market of its tourism industry. 

For investors, a post Brexit China-UK FTA could improve opportunities for investors in both countries. It is likely to enable 
increasing numbers of UK businesses to enter into the Chinese market. For example, it may facilitate the UK banking and 
wealth management sector’s direct investment in China. Consumers and businesses in the UK can also benefit from 
downward pressure on prices resulting from greater availability of Chinese products in the UK, which would encourage 



 

   

3 

competition. These advantages could be achieved by, for example, negotiating provisions related to competition policy 
and streamlining customs processes to facilitate trade.  

From China’s perspective, the main attractions for China of entering into an FTA with the UK post-Brexit include:  
 

• improving China’s access to the UK’s financial, wealth management and legal services and certain high-tech, 
scientific and consulting services  

• strengthening China’s market economy status 
• facilitating the internationalisation of the Chinese yuan, ie the renminbi market 
• encouraging the UK’s further participation in the Asian Infrastructure Investment Bank and China’s belt and 

road initiative 
 
What are the main challenges for the UK in dealing with China? Are there any obvious 
redlines? 

From the perspective of UK investors, some general challenges may exist, eg in the areas of intellectual property and 
trade unions. Furthermore, market access restrictions remain in China’s service sector. 

A post Brexit China-UK FTA can create opportunities for both sides to negotiate and agree on a more effective investor-
state dispute settlement mechanism to enforce obligations under the FTA, than the one in the current bilateral investment 
treaty signed in 1986 between the UK and China (Articles 7 and 8 of the UK-China Bilaterial Investment Treaty). 
 
Are there existing trade arrangements in China which provide an example of the kind of 
arrangement that might be put in place? 

The following three existing FTAs may provide food for thought for a post Brexit China-UK FTA: 
 

• the China-Switzerland FTA—Switzerland is comparable to the UK as it is a major exporter of services, although 
it is notable that trade in goods is the primary focus of this FTA 

• the China-Australia FTA is widely regarded as a demonstration of China’s best-ever services commitments, as 
it includes the provision of new or significantly improved market access not included in any of China’s previous 
FTAs (other than its agreements with Hong Kong and Macau) 

• China’s FTAs also include those concluded with Hong Kong (namely the Closer Economic Partnership 
Agreement or CEPA) and Macau—the CEPA provides numerous benefits to foreign investors that set up local 
companies in Hong Kong. The China-Macau agreement offers similar benefits especially in the services and 
financial sectors. A UK investor may enjoy certain advantages if it invests in mainland China through Hong 
Kong or Macau 

 

Interviewed by Stephanie Boyer. 

  
This article was first published on Lexis®PSL Public Law on 22 June 2017. Click for a free trial of Lexis®PSL. 
The views expressed by our Legal Analysis interviewees are not necessarily those of the proprietor

 
 

About LexisNexis | Terms & Conditions | Privacy & Cookies Policy 
Copyright © 2015 LexisNexis. All rights reserved. 

http://http/dfat.gov.au/trade/agreements/chafta/fact-sheets/Pages/understanding-the-agreement.aspx
http://www.lexisnexis.co.uk/en-uk/products/pslfreetrial.page
http://www.lexisnexis.co.uk/en-uk/about-us/about-us.page
http://www.lexisnexis.co.uk/en-uk/online-license-agreement.page
http://www.lexisnexis.co.uk/privacypolicy
http://www.lexisnexis.co.uk/en-uk/copyright.page
http://www.lexisnexis.co.uk/en-uk/products/pslfreetrial.page

