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Alice in Wonderland

The right-wing party AfD wants

Germany to leave the EU

"We demand an orderly end to the EURO experiment." This is a
direct quote from the program of Germany’s right-wing party AfD,
which would be the second strongest force in the federal parlia-
ment if elections were held today. Alice Weidel, the AfD’s co-
leader recently reiterated the desirability of Germany withdraw-
ing from the EU (“Dexit”) in an interview with the Financial Times.
The example of Brexit is worth copying, she claims. As a Ph.D.
economist, she should know better. Demanding to leave the EU
and the euro is highly dangerous. But playing with fire is part of
the AfD's trade. Just like in Lewis Carroll's classic "Alice in Won-
derland", logic and reality are deliberately ignored in Weidelland.
Even the majority of AfD supporters are against leaving.

Please repeat slowly: Brexit was NOT a success

The promise that Britain, freed from the shackles of the EU,
would rejuvenate and enjoy new economic dynamism has turned
out to be a hollow one. This is also how the British people them-
selves see it: from today's perspective, a large and stable major-
ity consider Brexit to have been a mistake. Only a tenth of re-
spondents believe that their personal economic situation has im-
proved as a result of leaving the European Union. A minority may
be inebriated by the regained "sovereignty" and take pride in the
new blue passports. But economically Brexit has been a failure.

During the decade before the referendum, the UK outgrew the
euro area by on average 0.5 percentage points per year. Since
2017, the UK’s economic growth lags the euro area by a similar
amount. Depending on the , the British economy is al-
ready 2% to 6% smaller than it would have been without Brexit.
And according to the calculations, the country will fall even fur-
ther behind.
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https://www.statista.com/statistics/987347/brexit-opinion-poll/
https://www.statista.com/statistics/987347/brexit-opinion-poll/
https://www.theguardian.com/politics/2023/dec/30/britons-brexit-bad-uk-poll-eu-finances-nhs
https://www.camecon.com/what/our-work/londons-economy-after-brexit-impact-and-implications/
https://twitter.com/LBBW_Research

Dexit would be much worse than Brexit

If Brexit was a failure, then a Dexit would be a disaster. For two
reasons. Firstly, the UK has only left the EU. But Germany would
also have to leave the euro. That is a much more complex chal-
lenge. What will happen to all the euro-denominated contracts
and citizens' savings? Will the foreseeable appreciation of a fu-
ture (Af)D-Mark undermine Germany’s competitiveness? What
about financial stability? A high-risk gamble.

Secondly, and maybe even more seriously, Germany is much
more trade-dependent than the UK ever was before Brexit. The
euro has fueled Germany's unprecedented export boom (see fig-
ure). The EU is by far Germany’s most important export destina-
tion. In addition, Germany would be excluded from all free trade
agreements concluded by the EU. The economic consequences
for growth and employment would be devastating. Only the hu-
bris and arrogance of a nationalist party in a small country that
contributes less than 3% to global production can come up with
such presumptuous ideas. Alice, come out of the rabbit hole!

Even on immigration, Brexit is a flop

Curbing immigration was a motivation for many Brexiteers.
Some may have thought that if Brexit could close the borders,
then the economic harm would be a price worth paying. But it
turned out quite differently. Immigration from EU countries has
indeed fallen by over 60%. More EU-citizens are leaving the UK
than arriving.

But overall, immigration has increased by 80 %. The number of
migrants from non-EU countries has tripled because the labor
shortage has forced a rapid increase in work visas. Hardly an
outcome the xenophobic AfD would like to emulate.

Disclaimer:

This publication is addressed exclusively at recipients in the EU, Switzerland, Liechtenstein and the United Kingdom.
This report is not being distributed by LBBW to any person in the United States and LBBW does not intend to solicit any
person in the United States.

LBBW is under the supervision of the European Central Bank (ECB), Sonnemannstra3e 22, 60314 Frankfurt/Main (Ger-
many) and the German Federal Financial Supervisory Authority (BaFin), Graurheindorfer Str. 108, 53117 Bonn (Ger-
many) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).

This publication is based on generally available sources which we are not able to verify but which we believe to be reliable.
Nevertheless, we assume no liability for the accuracy and completeness of this publication. It conveys our non-binding
opinion of the market and the products at the time of the editorial deadline, irrespective of any own holdings in these
products. This publication does not replace individual advice. It serves only for informational purposes and should not be
seen as an offer or request for a purchase or sale. For additional, more timely in-formation on concrete investment options
and for individual investment advice, please contact your investment advisor.

We retain the right to change the opinions expressed herein at any time and without prior notice. Moreover, we
retain the right not to update this information or to stop such updates entirely without prior notice.

Past performance, simulations and forecasts shown or described in this publication do not constitute a reliable indicator
of future performance.

The acceptance of provided research services by a securities services company can qualify as a benefit in supervisory
law terms. In these cases LBBW assumes that the benefit is intended to improve the quality of the relevant service for the
customer of the benefit recipient.

Additional Disclaimer for recipients in the United Kingdom: Authorised and regulated by the European Central Bank (ECB),
Sonnemannstrale 22, 60314 Frankfurt/Main (Germany) and the German Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Str. 108, 53117 Bonn (Germany) / Marie-Curie-Str. 24-28, 60439 Frankfurt/Main (Germany).
Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and
limited regulation by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows
EEA-based firms to operate in the UK for a limited period while seeking full authorisation, are available on the Financial
Conduct Authority’s website.

Landesbank Baden-Wirttemberg
Cross-Asset- and Strategy-Research | 02-02-2024

Trade dependency:
Exports of goods and ser-
vices (% of GDP)

/ 51%

Germany at Germany | UK before

Euro Present | referendum
Accession (2022) (2015)

(1999)

Source: OECD, LBBW Research

Brexit shows:
Isolationism
does not survive
contact with
reality

LB=BW


https://data.oecd.org/trade/trade-in-goods-and-services.htm

