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EXECUTIVE SUMMARY

This study examines the impact of Brexit trade policy uncertainty (TPU) on audit pricing within the UK.

While growing geopolitical risks have drawn significant attention, their implications for audit pricing have

remained largely unexplored. Using a difference-in-differences metho

2012-2017, we show that firms in industries with substantial exposure t

significant increases in audit fees, compared to firms less exposed to Brexit. Our analysis shows that these

fee increases are associated with heightened audit efforts, evidenced

Additionally, affected firms exhibit increased business risks, evidenced by a higher likelihood of insolvency
and greater levels of absolute discretionary accruals in the post-Brexit period. Our findings reveal that,

contrary to prevailing theories suggesting lower fees during macroeconomic uncertainty, the enduring

impact of TPU after Brexit prompts auditors to raise fees to manage t

environment. Our research contributes to the extant literature on audit pricing by highlighting the

differentiated reactions of audit fees to TPU, with significant implicati

governance structures. This paper also highlights the crucial role that |

environments characterized by increased TPU.
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RESEARCH RELEVANCE

« Brexit-induced trade policy uncertainty increases audit fees, particularly in industries with high international exposure.

« Higher audit fees reflect elevated audit effort, evidenced by longer audit report lags and reduced audit efficiency.

« Brexit-related TPU heightens client business risk, including higher insolvency likelihood and greater discretionary

nature of TPU after Brexit leads auditors to raise fees, contrary to fee-reduction

patterns observed under short-term macroeconomic uncertainty.

« Big Four auditors exhibit the strongest fee responses to TPU, underscoring their central role in managing complex,

uncertainty-driven audit envir

onments.
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fees in response to enduring complexity rather than short-
term volatility”
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