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FLASH UPDATE 
 

Brexit – a meaningful vote indeed

 
 

As was widely expected, Theresa May’s government suffered a heavy defeat in the ‘meaningful vote’ on the Withdrawal 

Agreement (WA) negotiated with the European Union. Given the scale of the defeat – over two-thirds of Members of 

Parliament (MPs) voted against – a no-confidence vote has been called for this evening. What does the future hold ? Is 

Brexit still on the cards ? 

 

It is important to bear in mind that there is little common ground between the groups who voted the WA down. Some – 

such as eurosceptic Conservative Party members – opposed the bill because it does not deliver a clear-cut break with the 

European Union. Others opposed it because they would prefer a much softer version of Brexit, or indeed no Brexit at all. 

On closer scrutiny, it emerges that the only point on which a clear majority exists in the Commons is rejection of a 

disorderly, ’no-deal’ Brexit. So what are the options ? 

 

Snap election ? Today’s no-confidence vote is likely to be won by the government. The Conservative Party has little 

appetite for a snap election which could be forced if the vote were lost. And the Democratic Unionist Party allies have 

already declared support for Mrs May. Hence, we view this as a rather remote prospect. 

 

Another referendum ? A long-cherished ambition of many Remainers, a new referendum would be unlikely to resolve the 

divisions in Parliament and the country. According to the whatUKthinks.org poll of polls, the margin in favour of Remain is 

the same today as it was just before the June 2016 vote. We believe that this would be the last option, to be tried only if 

MPs prove unable to forge common ground. 

 

Delay Brexit Day ? This looks increasingly likely, given the imminence of the March 29 deadline. Press reports over the 

week-end suggested that the other European Union members (EU-27) would be willing to accept a short delay until after 

the European Parliament elections, perhaps to July. However, this would also require the Commons to amend or repeal 

previous legislation which fixed March 29 as Brexit Day. In addition, this legislation could be worded so as to reduce the 

risk of a ’no-deal’  Brexit, as desired by a majority of MPs. 

 

All data taken from Bloomberg and Macrobond (11/01/2019).  

In accordance with the applicable regulation, we inform the reader that this material is qualified as a marketing document. 
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Parliament takes control ? Last week, several amendments to yesterday’s vote were authorised by the Speaker of 

Parliament, who controls parliamentary procedures in the Commons. Mrs May’s statements after her defeat yesterday 

evening also indicated a willingness to work with MPs, across party boundaries, to find a way forward. If sufficient 

common ground is found, this would garner support for a delay to Brexit Day. However, changes to the WA – which covers 

exit – and to the accompanying Political Declaration – which covers the future relationship – would need approval from 

the EU-27. This might prove difficult unless majority support for the texts in the Commons looks forthcoming. 

 

In this hypothesis, MPs would be faced with two main options. 

1. If « no-deal » Brexit were to become less likely, it is possible that eurosceptic Conservatives could end up 

supporting May’s WA, given that the alternative – Customs Union (CU) membership or perhaps even a 

European Free Trade Area-style deal – would be even more unpalatable. 

2. A « softer » version of Brexit – such as CU membership – would involve close alignment with the EU and 

prevent the UK negotiating its own free trade deals. This would be anathema to eurosceptics and would be 

viewed as a betrayal of the referendum result. 

 

If we are right in thinking that the way forward will involve compromise with MPs across party lines, Mrs May will be forced 

towards a solution that reflects majority preference in parliament. At present, it appears that many more MPs are in favour 

of ‘soft’ Brexit than oppose it. These include the vast majority of Labour MPs, the Scottish Nationalists, Liberal Democrats 

and a sizeable minority of Conservatives. Working with this group might prove difficult for May as it involves rubbing out 

the ‘red lines’ which she has drawn. However, she may well find that there is little alternative to a pivot towards « soft » 

Brexit. 

 

Bottom line.  

 

• Sterling remains a barometer of market sentiment about Brexit. Ahead of the vote, it fell against the dollar 

before regaining ground in the aftermath. With the odds of hard Brexit receding, investors breathed a sigh of 

relief. Currency volatility is set to remain high as long as uncertainty about the final Brexit outcome remains 

elevated.   

• In light of continuing uncertainty, the Bank of England will refrain from hiking rates. UK inflation is receding 

(2.1% in December) whereas GDP growth is moderate but steady. This should help keep long-term Gilt yields 

in check.  

• Should a deal be reached, business and household confidence should rebound. In the event, mid-caps and 

UK domestic stocks could outperform large caps and exporters in the short term. The former are more 

sensitive to consumer spending and the service sector whereas the latter generate around 70% of their 

revenues abroad – stronger sterling weighs on overseas profits.  

• However, domestic stocks could have difficulty in sustaining their outperformance: 1/ the UK economy 

remains sluggish and 2/ the improvements in global and Chinese growth and higher oil prices we expect in 

coming months should favour large caps. 

• From an asset allocation perspective, we maintain a neutral stance on UK equities and Gilts and a defensive 

stance on UK corporate bonds. 

 

No change in two years 

Polls for another referendum on Brexit 

Sterling bounced after the meaningful vote defeat 

GBP USD intraday rate  

  

Sources: SGPB, Whatukthinks.org, data as of 14/01/2019 Sources: SGPB, Bloomberg, data as of 16/01/2019 
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Important information – Please read 
 

 
This document is provided for information purposes only. It does not constitute and under no circumstances should it be considered in 

whole or in part as an offer, a solicitation, advice, a recommendation or a contract. It is intended to be used by the recipient only and may 

not be passed on or disclosed to any other persons and/or in any jurisdiction that would render the distribution illegal.  

 

It is the responsibility of any person in possession of this document to inform himself or herself of and to observe all applicable laws and 

regulations of the relevant jurisdictions. This document is in no way intended to be distributed in or into the United States of America nor 

directly or indirectly to any U.S. person. 

 

This document is intended to report solely on the services, products, investment strategies and opportunities provided by or identified 

by the Kleinwort Hambros group (“Kleinwort Hambros Group”). The services, products, investment strategies and opportunities 

described herein may not be suitable for all clients. Potential clients should consult their financial adviser to assess the suitability of any 

proposed transaction before taking any action. 

 

FINANCIAL PROMOTION 

This document is a financial promotion. 

 

LIMITATION 

Information herein is believed to be reliable but the SGPB does not warrant its completeness or accuracy and it should not be relied on 

or acted upon without further verification. SGPB disclaims any responsibility to update or make any revisions to this document. Opinions, 

estimates and expressions of judgment are those of the writer and are subject to change without notice. As such, SGPB, Societe Generale 

and its other subsidiaries shall not be held liable for any consequences, financial or otherwise, following any action taken or not taken in 

relation to this document and its contents. 

 

PAST PERFORMANCE 

Past performance should not be seen as an indication of future performance.  Investments may be subject to market fluctuations and the 

price and value of investments and the income derived from them can go down as well as up.  Your capital may be at risk and you may 

not get back the amount you invest. Changes in inflation, interest rates and the rate of exchange may have an adverse effect on the value, 

price and income of investments. 

 

MARKETING 

If you do not wish to receive this document in the future, please let your Private Banker know or call us on +44 (0) 207 597 3000. 

Telephone calls may be monitored or recorded. 

 

LEGAL AND REGULATORY INFORMATION 

This document is issued by the following companies in the Kleinwort Hambros Group under the brand name Kleinwort Hambros: 

 

United Kingdom:  

SG Kleinwort Hambros Bank Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 

Authority and the Prudential Regulation Authority. The firm reference number is 119250. The company is incorporated in England and 

Wales under number 964058 and its registered address is 5th Floor, 8 St James’s Square, London SW1Y 4JU. 

 

Channel Islands: 

SG Kleinwort Hambros Bank (CI) Limited is regulated by the Jersey Financial Services Commission ("JFSC") for banking, investment, 

money services and fund services business. The company is incorporated in Jersey under number 2693 and its registered address is PO 

Box 78, SG Hambros House, 18 Esplanade, St Helier, Jersey JE4 8PR.  

 

SG Kleinwort Hambros Bank (CI) Limited – Guernsey Branch is also regulated by the Guernsey Financial Services Commission ("GFSC") 

for banking, investment and money services business. Its address is PO Box 6, Hambro House, St Julian’s Avenue, St Peter Port, Guernsey, 

GY1 3AE.  

 

The company (including the branch) is also authorised and regulated by the UK Financial Conduct Authority ("FCA") in respect of UK 

regulated mortgage business. The firm reference number is 310344. This document has not been authorised or reviewed by the JFSC, 

GFSC or FCA. 

 

Gibraltar:  
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SG Kleinwort Hambros Bank (Gibraltar) Limited is authorised and regulated by the Gibraltar Financial Services Commission for the 

conduct of banking, investment and insurance mediation business. The company is incorporated in Gibraltar under number 01294 and 

its registered address is 32 Line Wall Road, Gibraltar.  

 

Kleinwort Hambros is part of Societe Generale Private Banking, which is part of the wealth management arm of the Societe Generale 

Group. .  Societe Generale is a French bank authorised in France by the Autorité de Contrôle Prudentiel et de Résolution, located at 61, 

rue Taitbout, 75436 Paris Cedex 09, and under the prudential supervision of the European Central Bank..  It is also authorised by the 

Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority.  

 

Further information on the Kleinwort Hambros Group including additional legal and regulatory details can be found on 

www.kleinworthambros.com 

 

 

 

Any unauthorised use, duplication, redistribution or disclosure in whole or in part is prohibited without the prior consent of Societe 

Generale. The key symbols, Societe Generale, Societe Generale Private Banking and Kleinwort Hambros are registered trademarks of 

Societe Generale. 

 

© Copyright Societe Generale Group 2019. 

 

The key symbols, Societe Generale, Societe Generale Private Banking are registered trademarks of SG. All rights reserved. 
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