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UK Leisure & Hospitality Industry Snapshot123

Impact of Brexit on the UK hospitality and 
leisure industry

Economic Outlook for the Sector 
�� There is no doubt that the UK vote to leave the EU heralds 
much industry uncertainty for the hospitality and leisure sector. 
For instance, The World Travel & Tourism Council recently 
forecast a decline in outbound travel from the UK of 3% as a 
result of the Brexit impact on the value of sterling.4 

�� This was in contrast to results posted immediately following 
the referendum which were actually surprising. July 2016 saw 
the UK record its biggest-ever month for tourist visits after the 
referendum-related slump in the pound lured 3.8 million people 
to British shores.

�� In the highest month ever for inbound tourism, overseas visitors 
spent £2.5bn – 4% more than 2015, according to tourism agency 
VisitBritain – as tourists took advantage of the pound’s decline 
against major currencies in the wake of the referendum.5 

�� However, by the end of 2016 The British Hospitality 
Association’s Travel Monitor revealed that the volume of tourists 
coming to the UK declined for the second month in a row in 
November – the BHA found that 450,000 fewer holidaymakers 
came to the UK in the year to November compared to the same 
period in 2015.6

�� The Travel Monitor also found that overseas visitors were 
splashing out less, while the spending by British tourists 
overseas was up 10 per cent for the year to date.

�� Moreover, although consumer spending has generally remained 
resilient so far, it’s difficult to predict how long this will remain 
the case. In the medium-term consumer confidence is likely 
to be damaged by rising inflation affecting disposable income 
available to spend on consumer travel, eating out and other 
leisure activities.7

Industry worth 

£117bn 
in revenue 

and growing

15% 
of the sector’s 
workforce is 
currently made up 
of migrants from 
the EU

Representing 

10% 
of GDP

Over the past five 
years the industry 

has delivered 

331,000 
new jobs

Expected to 
grow to 

£257bn 
by 2025

63% 
of inbound 
holidaymakers to 
Britain are from 
countries of the 
European Union

UK’s 4th largest 
employer 

4.49m 
people

Industry accounts 
for more than 

12% 
of our service 
sector exports

1 https://www2.deloitte.com/uk/en/pages/press-releases/articles/leisure-sector-grows-to-117-billion.html
2 http://www.bha.org.uk/
3 http://dip9shwvohtcn.cloudfront.net/wordpress/wp-content/uploads/2016/12/161120-BHA-Brexit-Consultation-V1.3.pdf
4 Travel Weekly Insight – Annual Report 2016
5 http://raconteur.net/business/brexit-and-the-future-of-the-hospitality-industry
6 http://www.bha.org.uk/bha_news/inbound-tourism-visitors-decline/
7 Travel Weekly Insight – Annual Report 2016
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Hotels and accommodation
�� The UK hotel sector risks being damaged by Brexit unless 
steps are taken to ensure that the country remains friendly to 
investors and retains the ability to employ foreign staff.

�� Hotels are amongst the sectors most dependent on non-UK EU 
born citizens and would therefore be most exposed to any form 
of change (27% of workers in the UK’s accommodation sector 
and a further 27% in food & beverage services are foreign-born 
according to the Labour Force Survey). 

�� Payroll costs, on average, account for 32% of total hotel 
revenues in the UK – any increase in this cost resulting from 
an induced shortage of skills and tighter labour market would 
directly impact hotel profitability and investor returns. 

�� On the other hand, those seeking exit from the EU argue that 
a ‘points-based’ immigration system would ensure that skills 
shortages could be dealt with effectively.8

Pubs, bars, nightclubs, cafés and restaurants
�� The pound is forecast to depreciate in value, which will mean 
an increase in the cost of imported items, potentially leading 
to higher production costs for businesses and squeezing profit 
margins. Purchases currently account for the largest cost for 
most full service restaurant operators, at 38.9% of revenue, 
closely followed by wages. A fall in the value of the pound would 
mean that the value of imported inputs could increase, to the 
disadvantage of industry operators.

�� A 2015 study by the Migration Observatory found that about 
13% of restaurant workers are from other EU countries. 
However, looking at the wider picture, another 2015 study by the 
Resolution Foundation found that migrant labourers from the EU 
make up 31% of all workers in the manufacture of food products. 
If Britain decided to limit the free movement of people in the 
European Union, this could lead to an increase in production 
costs for upstream markets, which would most likely be passed 
on to industry operators, squeezing profit margins.

�� However, many commentators believe that this is very unlikely 
and that there will be no limitations to EU workers post Brexit, 
so we will have to wait until further details emerge.9

Gambling
�� The total estimated size of the gaming market in the EU in 2015 
was around €85bn. Of this, around €13bn relates to online 
gaming, of which the UK accounts for approximately €3.5bn.

�� Betting is currently not governed at EU level, and its regulation 
is a matter for each member state.

�� Yet at the same time UK betting operators enjoy the treaty 
freedom to provide services in other member states. 
The Remote Gambling Association in particular has been 
remarkably successful in using EU law and the EU institutions 
to challenge attempts by certain member states to close their 

markets to UK operators. Now this could be reversed unless 
successor arrangements are negotiated.

�� Since betting is not seen as a strategic industry for the UK it 
is an open question as to what kind of priority the post-Brexit 
government will give to securing the betting industry’s access to 
EU markets.

�� In addition to gaming-specific considerations, other aspects 
of EU legislation that govern general commercial conduct are 
relevant to gaming companies based in the UK and Gibraltar. 
This includes, for example, rules relating to data protection, 
data privacy and electronic communications, cyber-crime, 
employment, unfair commercial practices and unfair contract 
terms, distance selling, and consumer rights. Issues relating to 
tax treatment and VAT will also be important factors to be taken 
into account. Any aspect of UK law that is derived from EU law 
may be subject to change as a result of Brexit.10

Health and fitness
�� A growing consumer appetite for fitness and a hive of 
investment activity within the health club sector could see the 
value of the UK fitness sector increase by £1.1bn in 2016.

�� The Rise of the Activity Sector report, published by non-profit 
health body ukactive, predicted a 17 per cent increase in the 
value of the gym sector during 2016, reaching a total market 
value of £7.7bn by the end of 2016.

�� Valuation specialist Mazars and sponsorship experts Nielsen 
Sports conducted analyses for the report, which underlines 
the “latent potential in the fitness market” and points to strong 
consumer demand as evidence that the sector won’t be “thrown 
off course by the choppy waters of Brexit”.

�� The report ranks Britain’s gym market as the largest in Europe 
and predicts the sector will be among the ‘shining stars’ of 
the UK’s post-Brexit economy – partly due to British firms 
accounting for six of the 19 mergers and acquisitions to take 
place in the European fitness market during 2015.11

Visitor attractions
�� Bernard Donoghue, director of the Association of Leading 
Visitor Attractions (ALVA) has raised concerns that the UK’s 
decision to leave the European Union could have a significant 
effect on funding for cultural organisations, while also painting 
an unwelcoming picture for potential inbound visitors.12

�� There was also confirmation from the UK 
Chancellor Phillip Hammond in his recent Autumn Statement 
that additional funding will be provided in order to host global 
sporting events, such as the Rugby League World Cup and the 
Cycling Road World Championships, in the UK.13

�� This measure will hopefully drive inbound tourism and spend to 
the UK and a fuller calendar of high profile sporting events could 
help leisure operators to smooth out the peaks and troughs of 
activity currently experienced in the sector.

8 http://www.cbrehotels.com/EN/Research/Pages/BREXIT-The-impact-on-the-hotel-sector.aspx
9 http://www.rousepartners.co.uk/brexit-and-hospitality/
10 http://www2017.sis.tv/news/how-will-brexit-impact-the-betting-and-gaming-industry/
11 http://www.leisureopportunities.co.uk/detail.cfm?pagetype=detail&subject=news&codeID=327643
12 http://www.attractionsmanagement.com/detail.cfm?pagetype=detail&subject=news&codeID=325057
13 https://home.kpmg.com/uk/en/home/media/press-releases/2016/11/autumn-statement-2016-chancellor-scores-points-with-leisure-industry-by-increasing-funding-for-uk-hosted-

sporting-events.html
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Factors that Could Impact the UK Leisure and 
Hospitality Sector
Capital investment
�� In the short-term there may be a reduction in capital investment 
in the hospitality and leisure industry, with investors anxious 
about investing large sums in an uncertain market and the UK 
hotel sector in particular risks being damaged by Brexit unless 
steps are taken to ensure that the country remains friendly to 
investors and retains the ability to employ foreign staff.14

�� In 2015 EU countries contributed 48% of the total UK inflow of 
Foreign Direct Investment. According to PWC, hotel investments 
in the period ending July 2016 were down approx. 70% on 
the previous year due to the uncertainty following the Brexit 
referendum.15

�� PWC are expecting transaction levels to be quieter in the 
remainder of 2016 and 2017 below previous levels. It is likely that 
2017 will be made up of single assets or smaller clusters of hotel 
assets deals rather than the larger portfolios that have been 
seen in previous years.

�� Furthermore, a Deloitte survey which measures long-term 
confidence in destinations. Slightly more than half (52 per cent) 
of hotel investors cited geopolitical instability in Europe as their 
main concern for 2017.16

�� On the other hand, a weaker sterling will make investing in 
real estate projects such as hotel developments relatively 
cheaper for overseas investors.

Free movement of people

�� As a result of leaving the EU, it is likely that the UK will no 
longer be subject to the free movement of people (one 
of the four EU freedoms). With 67% of visitors to the 
UK coming from the EU this may have a material effect 
on the UK hospitality and leisure industry. However, it 
is unlikely that the UK will place significant barriers on 
EU citizens travelling to the UK on holiday. The industry 
relies heavily on EU labour and may find it hard to find 
replacements if the UK Government places restrictions 
on EU citizens working in the UK.17

Business travel

�� Corporate and business travel has already been 
negatively impacted mainly due to the uncertainty 
around Brexit policies. 

�� This has lead companies to deliver cautious and tighter 
travel policies with a few indicating that legislation will 
impact future buying decisions in the corporate travel 
sector. 

�� With leisure demand increasing and corporate business 
travel starting to slow the impact on the hotel sector is 
likely to affect underlying ADR performance, mainly due 
to the fact that leisure business tends to be of a cheaper 
category than that of corporate business travel.18

Return of the ‘Staycation’

�� The UK’s decision to leave the European Union could 
have a very similar impact on the tourism industry to that 
of the 2008 financial crisis, with more people opting for a 
staycation instead of travel abroad. 

�� According to VisitEngland “Staycations” have been 
steadily gaining popularity since the start of 2016 when a 
record-breaking 7.3 million people holidaying in England 
in the first quarter of 2016, up 10% compared to the 
same period in 2015.19

�� This trend could lead to a mini-boom for regional hotels. 
In the first month after the Brexit vote, the regional 
hotel sector saw significant growth, with Manchester, 
Birmingham, Brighton, Edinburgh and Cardiff all 
experiencing growth of over 4%, with Brighton hitting a 
rate of 10.7%.

�� Meanwhile occupancy rates in London are forecast to 
decline by 1.8% and by a further 0.8% next year.20

14 https://www.rsmuk.com/ideas-and-insights/what-does-brexit-mean-for-the-hotel-and-leisure-sector
15 http://www.redefinebdl.com/images/pdf/RBH_Brexit_WhitePaper_November2016.pdf
16 http://www.independent.co.uk/travel/news-and-advice/brexit-tourism-slump-london-hotel-rooms-empty-travel-european-union-business-leisure-a7417206.html
17 http://www.lexology.com/library/detail.aspx?g=61b12a5f-1edb-47e0-9ff7-6db6aa668ecf
18 http://www.redefinebdl.com/images/pdf/RBH_Brexit_WhitePaper_November2016.pdf
19 http://www.redefinebdl.com/images/pdf/RBH_Brexit_WhitePaper_November2016.pdf
20 http://www.richardhaworth.co.uk/news/will-brexit-impact-uk-hotel-trade
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Future Drivers and Opportunities

£

Weak Pound to drive 
UK tourism in 2017 
�� The latest Business in Britain report 
from Lloyds Banking Group, found 
that businesses said the exchange 
rate was the most favourable for 
exports since the aftermath of 
the global financial crisis in 2009. 
The pound hit 31-year lows in 
October and is down 17% against 
the dollar and 10% against the euro 
since the EU referendum.

�� The survey found that the 
hospitality and leisure industries in 
particular have benefitted from the 
slide in sterling. Confidence jumped 
to 28% from 16% among hotels, 
restaurants and other leisure 
businesses. In all other sectors, 
confidence has fallen.21

�� Indeed, overseas visitors are 
expected to spend £24.1bn next 
year, up 8% on 2016, according to 
VisitBritain, the government-backed 
national tourism agency. Just over 
38.1 million tourists are expected to 
enter the UK, up 4%.22

Negotiations with the EU 
around migration controls 
will be crucial to the leisure 
and hospitality industry as 
a whole
�� The Confederation of British 

Industry (CBI) recently stressed 
that there is a ‘whole-economy’ 
need for labour from abroad in 
the UK.

�� The lobby group cited the leisure 
and hospitality industry as an 
industry particularly reliant on 
foreign labour to keep their 
businesses going.

�� It called for ‘urgent guarantees 
that EU workers in the UK can stay 
in the country’ and argued that 
access to workers abroad had been 
‘part of the solution’ to support 
economic growth.’23

Theresa May’s indication 
that she will pursue a ‘hard 
Brexit’ has increased fears 
within the sector regarding 
the sector’s workforce
�� Reacting to Theresa May’s 
announcement that free movement 
of labour will definitely be 
restricted as the UK government 
pursues a ‘hard’ Brexit, Ufi Ibrahim, 
Chief Executive of the British 
Hospitality Association (BHA), 
called for a ten-year timescale 
to be adopted in order to make it 
easier for companies to adapt.24

�� Similarly, tourism trade association 
UKInbound urged Theresa May to 
create an immigration system that 
is flexible to the needs of the UK’s 
hospitality and tourism sectors.25

WillisTowersWatson will continue to update its leisure and hospitality clients on the potential impact of Brexit as 
developments become clearer over the coming months.

21 https://resources.lloydsbank.com/insight/business-in-britain-january-2016/
22 https://www.theguardian.com/travel/2016/dec/29/bumper-year-ahead-for-british-tourism-in-2017-thanks-to-pound-slump
23 http://www.cbi.org.uk/insight-and-analysis/
24 https://skift.com/2017/01/23/what-the-uk-prime-ministers-latest-brexit-speech-means-for-the-travel-industry/
25 http://www.bighospitality.co.uk/Business/Industry-to-Theresa-May-make-immigration-system-flexible
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L&H

satisfaction 
score in the 
latest client  
satisfaction survey

93%
clients  
across  

WTW

100+ 95%
retention 
rate

Over 

£50m
premiums 
placed into the corporate 
insurance market

Unique “insight” 
approach to service 
delivery  
and risk 
transfer

Specialists 
in providing solutions to the  
sector including risk and  
claims management,  
insurance placement and 
technology platforms

Sector-specific 
peer  
benchmarking 
capabilities

About Willis Towers Watson
Willis Towers Watson (NASDAQ: WLTW) is a leading global advisory, broking and 
solutions company that helps clients around the world turn risk into a path for 
growth. With roots dating to 1828, Willis Towers Watson has 40,000 employees 
serving more than 140 countries. We design and deliver solutions that manage risk, 
optimise benefits, cultivate talent, and expand the power of capital to protect and 
strengthen institutions and individuals. Our unique perspective allows us to see 
the critical intersections between talent, assets and ideas – the dynamic formula 
that drives business performance. Together, we unlock potential. Learn more at 
willistowerswatson.com. 


