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1. Introduction 

 

1.1. Brexit 

In simple terms it means exit of Britain from European Union (EU). Surprisingly 51% votes were casted in the favour of exit of 
Britain from the EU (June 23, 2016). The term "Brexit" is a compound of the words "British" and "exit". It was derived by analogy 
from Grexit, referring to a hypothetical withdrawal of Greece from the eurozone. 

 
1.2. Turning Point 

The turning Point in the whole scenario was that the opinion polls had suggested that Britain will choose to remain in EU (European 
Union). But the actual picture came out to be different and Britain voted out of European Union. 

 
2. Immediate Effects of Brexit 

 
2.1. Effect on Sensex 

The sensex opened 635 point down from previous day and during the day went upto 1091 points down, leading to upheaval in market. 
Although sensex recovered 486 points up and closed with 605 points down. 
This fluctuation had lead to worry and upheaval in the stock market. All major stocks suffered. Though the turmoil was temporary and 
is not supposed to affect the stock market in the long term. 
 
2.2. Effect on Assets 

The effect of Brexit was visible on the asset market also. The debt market reacted negatively to the Brexit. Rupee went to a week’s 
low at the loss of 89 paisa against US Dollar. Crude Oil fell down and Gold rallied at about 5% as the investors played safe and 
avoided risk. All major Asian Currencies weakened. 

 
2.3. There has been an increase in global risk aversion, which in turn can affect the FPI (Foreign Portfolio Investors)1. The volatility in 
developed markets affects even the emerging markets in some ways and in terms of Portfolio Investments, India is also an emerging 
market. But contrary to other emerging markets, India has not reacted much to the volatility in the developed markets. 
A lot of people, who are not serious about India or are investing less in India- may start investing more given the fact that India has 
not reacted to the global turmoil. 

      -Ashish Kumar Chauhan 
        CEO, Bombay Stock Exchange   

                                                           
1 FPI-  Foreign Portfolio Investment is the entry of funds into a country where foreigners deposit money in a country's bank or make 

purchases in the country's stock and bond markets, sometimes for speculation 
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Abstract: 

India is a developing country which gets affected by any change in global scenario that may be change in valuation of 

foreign currency, change in crude prices, change in gold prices or any other major or minor change. All these changes affect 

India, may be in short run or sometimes in long run. Recent event having an impact on India and its economy is Brexit. And, 

it has affected India in short run. This research paper tries to demystify the effect of Brexit on India in future as studied by 

various experts and the immediate effect on economy in various areas. 

Though it is UK that will be impacted most by the exit of Britain but other members of The European Union will also be 

impacted. 
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3. Future Effects of Brexit 

 
3.1. Effect on FCNR 

Brexit can affect Foreign Currency Non Resident2 Fixed Deposits redemption which is due in September 2016. 
 
3.2. Effect on Inflation: 

Every 100 basis point depreciation in the currency will increase Consumer Price Index (CPI) by 17-20 bps and Wholesale Price Index 
(WPI) by 22-25 bps. 

-Dhananjay Sinha, Head, institutional Research 
Economist and Strategist, Emkay Global Financial Services 

 
3.3. Effect on GDP 

The Gross Domestic Product of India is supposed to be not affected much in long term, India being the fastest growing major 
economy can be cited as a reason. 
Also the ongoing FDI liberalization is conjectured to help in the GDP growth. 
 
3.4. Effect on Currency 

In the immediate response to Brexit, rupee fell 89 paisa against the US Dollar, but in the long run, effect is supposed to be neutral. 
 
3.5. Effect on IT sector in India 

In short term, definitely the effect of Brexit on Indian IT sector is negative – citing to an estimated $108 billion Indian IT sector and 
major US giants in working. 
However, in long term, the effect is uncertain- since there are both the positive and negative factors. 
 
3.6. Effect on FTA 

After Brexit, India and Britain can have direct Foreign Trade Agreements. This can encourage bilateral ties between the UK and the 
India. 
The total FDI investment inflows from UK to India sum to approx USD 22.7 billion (in the period of April 2000 to December 2015) 
and it accounts for approximately 8% of total FDI. 
 
'As far as India is concerned, if there is an entry point for us to the EU that is the UK.’ 
— Narendra Modi, Prime Minister of India [November 2015] 
These should provide a fillip to slowing India-UK trade. The UK accounts for 15 percent of India’s total merchandise trade, but its 
share has been declining. 

               -  The Development Bank of Singapore 
 

4. Conclusion 

The exit of Britain from The European Union has created quite turmoil globally- be it developed markets or be it emerging markets. 
However, India seems resistant to this turmoil on many fronts; though some fields viz. IT sector may have a negative or a positive 
effect. Accounting to the strong position that India has maintained in last 6-8 months in global volatility, it can be said that BREXIT 
will have no major effect on India and its economy. 
 
5. References 

i. Baier, S. L., J. H. Bergstrand, P. Egger and P. A. McLaughlin (2008) ‘Do Economic Integration Agreements Actually Work? 
Issues in Understanding the Causes and Consequences of the Growth of Regionalism’, The World Economy 31(4): 461-97.  

ii. Berden, K., J. Francois, S. Tamminen, M. Thelle and P. Wymenga (2009) ‘Non-Tariff Measures in EU-US Trade and 
Investment – An Economic Analysis’, Ecorys report prepared for the European Commission, Reference OJ 
2007/S180219493.  

iii. Berden, K., J. Francois, K. Tamminen, M. Thelle and P. Wymenga (2013) ‘Non-tariff Barriers in EU-US Trade and 
Investment: An Economic Analysis’, Technical Report, Institute for International and Development Economics.  

iv. Bloom, N., P. Romer, S. Terry and J. Van Reenen (2014) ‘A Trapped Factors Model of Innovation’, Centre for Economic 
Performance Discussion Paper No. 1261 (http://cep.lse.ac.uk/pubs/download/dp1261.pdf).  

v. Booth, S., C. Howarth, M. Persson, R. Ruparel and P. Swidlicki (2015) ‘What If..? The Consequences, Challenges and 
Opportunities facing Britain outside the EU’, London: Open Europe.  

vi. Breinlich, H., S. Dhingra and G. Ottaviano (2016) ‘The Impact of Trade Agreements on Consumers’, Centre for Economic 
Performance mimeo.  

                                                           
2 FCNR Foreign Currency Non Resident (B) account: -An account that can be opened with an Indian bank by a Non Resident Indian 
or a Person of Indian Origin in foreign currency is FCNR account. It is an account that allows the NRI to keep his deposits in foreign 
currency.  



The International Journal Of Business & Management   (ISSN 2321–8916)   www.theijbm.com 

 

129                                                                Vol 4  Issue 9                                                September, 2016 
 

 

vii. Campos, N., F. Coricelli and L. Moretti. (2015) ‘Norwegian Rhapsody? The Political Economy Benefits of Regional 
Integration’, CEPR Discussion Paper No. 10653.  

viii. Crafts, N. (2016) ‘The Growth Effects of EU Membership for the UK: A Review of the Evidence’, University of Warwick 
mimeo.  

ix. Dhingra, S., H Huang, G Ottaviano, J Pessoa, T Sampson and J Van Reenen (2016) ‘The Costs and Benefits of Leaving the 
EU’, Centre for Economic Performance Technical Report.  

x. Feyrer, J. (2009) ‘Trade and Income – Exploiting Time Series in Geography’, NBER Working Paper No. 14910.  
xi. Handley, K. and N. Limão (2015) ‘Trade and Investment under Policy Uncertainty: Theory and Firm Evidence’, American 

Economic Journal: Economic Policy 7(4): 189-222.  
xii. Haskel, J., S. Pereira and M. Slaughter (2002) ‘Does Inward Foreign Direct Investment Boost the Productivity of Domestic 

Firms?’, NBER Working Paper No. 8724.  
xiii. HM Treasury (2013) ‘European Union Finances 2013’, 19th November.  
xiv. Holehouse, M. (2015) ‘Major Blow for Brexit Campaign as US Rules Out UK-Only Trade Deal’, The Telegraph, 29 October 

2015 (retrieved from: http://www.telegraph.co.uk/news/worldnews/europe/eu/11962277/Majorblow-for-Brexit-campaign-as-
US-rules-out-UK-only-trade-deal.html). 12  

xv. House of Commons (2013) ‘Leaving the EU’, Research Paper 13/42, 1st July.  
xvi. LSE Growth Commission (2013) ‘Investing for Prosperity’ 

(http://www.lse.ac.uk/researchAndExpertise/units/growthCommission/documents/pdf/LSEG C-Report.pdf).  
xvii. Méjean, I. and S. Schwellnus (2009) ‘Price Convergence in the European Union: Within Firms or Composition of Firms?’, 

Journal of International Economics 78(1): 1-10.  
xviii. Minford, P. (2015) ‘Evaluating European Trading Arrangements’, Cardiff Economics Working Paper No. E2015/17.  

xix. ONS (2015) ‘How Important is the European Union to UK Trade and Investment?’, Office for National Statistics, 26 June.  
xx. Ottaviano, G., J. Pessoa, T. Sampson and J. Van Reenen (2014) ‘The Costs and Benefits of Leaving the EU’, Centre for 

Economic Performance Policy Analysis.  
xxi. Pain, N. and G. Young (2004) ‘The Macroeconomic Effect of UK Withdrawal from the EU’, Economic Modelling 21: 387-

408.  
xxii. Sampson, T. (2016) ‘Dynamic Selection: An Idea Flows Theory of Entry, Trade and Growth’, Quarterly Journal of 

Economics 131(1): 315-80, 131(1): 315-380.  
xxiii. Wadsworth, J. (2015) ‘Immigration and the UK Labour Market’, Centre for Economic Performance Election Analysis No. 1 

(http://cep.lse.ac.uk/pubs/download/EA019.pdf). 


