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Theresa May ‘crowned’ as new Prime Minister

Summary of recent developments

Today Theresa May was ‘crowned’ as new Conservative party leader as Andrea
Leadsom pulled out of the leadership and in a press conference Prime Minister David
Cameron announced he will step down on Wednesday, see BBC. This means that political
chaos is waning and the UK can spend time preparing the difficult withdrawal negotiations.
This was welcomed by markets.

Theresa May repeated that ‘Brexit means Brexit’ and that there will be no early general
election or a second EU referendum. She also said ‘we are going to make a success of it’.

The next big question is when Theresa May will trigger Article 50. She has previously
said around year-end this year. The EU is likely to push for the UK to trigger it sooner as
the UK leadership crisis has now ended.

Chancellor of the Exchequer George Osborne said today he wants to begin negotiations with
the North America Free Trade Agreement (NAFTA) bloc (US, Canada, Mexico) on a free
trade deal. For more see The Guardian.

Tomorrow’s ECOFIN meeting will attract attention as the EU finance ministers will
discuss whether to punish Spain and Portugal for not meeting their budget targets or
not. For the EU, it is a difficult balancing act between enforcing fiscal rules and making a
problematic political situation for the EU worse following the UK’s decision to leave the
EU. Today Eurogroup chairman Jeroen Dijsselbloem said that it is possible to give ‘zero-
euro fines’, according to a Bloomberg story.

Although not officially on the agenda, the EU-Italy negotiations on recapitalisation of
Italian banks are set to continue. While Italy wants to spend public money, the EU wants
Italy to deal with the problem within the existing rules.

We expect Bank of England to make a precautionary 25bp cut from 0.50% to 0.25%
on Thursday. BoE Governor Mark Carney was very dovish in his recent speech, which we
interpreted as a preannouncement of monetary policy easing. Since he said that the full new
economic projections of a Brexit would not be available before August when the next
Inflation Report is due and that he considers the July and August meetings as a ‘package’,
we think the Bank of England will ease further in August, possibly also using
unconventional tools.

Important disclosures and certifications are contained from page 5 of this report.

Calendar - next week

12 July: Carney speaks in Parliament

12 July: BoE indexed long-term repo
operation results

12 July: ECOFIN meeting
13 July: Theresa May new PM

14 July: Bank of England meeting

Overview

Page 1: Summary of today's
developments

Page 2-5: Brexit timetable and
financial market developments

Links

Research: Global growth revised
down following Brexit, 28 June

Nordic Outlook after Brexit, 1 July

FX Forecast Update: The GBP sell-off
has just started, 28 June

Yield Forecast Update: Global yields
are set to stay 'low for even longer”,
1 July

Presentation: Brexit - policy
responses and market implications,
24 June
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Financial market developments

Financial market developments
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European banksin focus
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UK and European equities

Equity volatility (S&P 500 and Euro Stoxx optionimpl. vol.)
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Disclosures

This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske Bank’). The
author of the research report is Mikael Olai Milhgj, Analyst.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the research
report accurately reflect the research analyst’s personal view about the financial instruments and issuers covered by the
research report. Each responsible research analyst further certifies that no part of the compensation of the research analyst
was, is or will be, directly or indirectly, related to the specific recommendations expressed in the research report.

Regulation

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject to the
rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske Bank is subject
to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority (UK). Details on the
extent of the regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from
Danske Bank on request.

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’ rules of
ethics and the recommendations of the Danish Securities Dealers Association.

Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research
based on research objectivity and independence. These procedures are documented in Danske Bank’s research policies.
Employees within Danske Bank’s Research Departments have been instructed that any request that might impair the
objectivity and independence of research shall be referred to Research Management and the Compliance Department.
Danske Bank’s Research Departments are organised independently from and do not report to other business areas within
Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment
banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance or debt capital
transactions.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as
publicly available statistics for each individual security, issuer and/or country. Documentation can be obtained from the
authors on request.

Risk warning

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant
assumptions, are stated throughout the text.

Expected updates

None.

Date of first publication

See the front page of this research report for the date of first publication.

General disclaimer

This research has been prepared by Danske Bank Markets (a division of Danske Bank A/S). It is provided for informational
purposes only. It does not constitute or form part of, and shall under no circumstances be considered as, an offer to sell or
a solicitation of an offer to purchase or sell any relevant financial instruments (i.e. financial instruments mentioned herein
or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests with respect
to any such financial instruments) (‘Relevant Financial Instruments’).

The research report has been prepared independently and solely on the basis of publicly available information that Danske
Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not untrue or misleading,
no representation is made as to its accuracy or completeness and Danske Bank, its affiliates and subsidiaries accept no
liability whatsoever for any direct or consequential loss, including without limitation any loss of profits, arising from
reliance on this research report.

The opinions expressed herein are the opinions of the research analysts responsible for the research report and reflect their
judgement as of the date hereof. These opinions are subject to change, and Danske Bank does not undertake to notify any
recipient of this research report of any such change nor of any other changes related to the information provided in this
research report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or the United
States.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be reproduced
or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written consent.
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Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S.
registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued
by the U.S. Securities and Exchange Commission. The research report is intended for distribution in the United States solely
to “U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research
report in connection with distribution in the United States solely to ‘U.S. institutional investors’.

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence of research
analysts. In addition, the research analysts of Danske Bank who have prepared this research report are not registered or
qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may
do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial instruments
may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. Securities and
Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. Securities and Exchange
Commission.
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