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Snap election will be an EU referendum in disguise

Expect Brexit delay bill to pass before snap election is called

Late last night, the Johnson government lost a key vote in the House of Commons meaning
there will now be a debate (and later a vote) on a Brexit extension bill forcing the UK
government to ask the EU for an extension if the politicians have not agreed to leave the
EU with/without a deal by 19 October. There is very likely a majority for the Brexit
delay bill. There was no big market reaction to the result, as it was very much anticipated.

After the defeat, PM Boris Johnson said he would put forward a proposal today, calling for
a snap election on 15 October. The opposition parties have rejected supporting this until
the Brexit extension bill has passed, which it likely will early next week, possibly Monday.
As calling for snap election requires a two-third majority, Johnson is probably unable
to prevent the Brexit extension bill from passing (despite the attempt to filibuster the bill
in the House of Lords). One way around this, however, seems be to amend the Fixed Term
Parliament Act, which only requires a simple majority. Whether that is could probably
depends on the SNP.

Of the Conservative MPs 21 voted against the government. They are now expelled
from the party and are unable to stand in the possible upcoming election. It is difficult
to say at this point, what the consequences are. It could imply that Johnson gets a more
loyal/pro-Brexit group of Conservative MPs increasing the probability of a no-deal Brexit.
The Conservative Party is no longer a divided party but a Brexit party. On the other hand,
it may also reduce the chance of the Conservative Party winning the constituencies the
rebels represented, as many voters are more moderate on the Brexit question. Some of the
Conservative rebels may also try to win their seat as independent candidate.

If we are right that we are heading for a snap election very soon, the election will be a
proxy Brexit referendum. Boris Johnson will ask the voters to support his Brexit ‘do or
die’ strategy giving him a larger majority (in case he can easily repeal the Brexit extension
bill again). Labour, SNP, Greens and LibDems will likely campaign for a second EU
referendum (disagreeing on how to frame the question though!).

The chaotic political situation in the UK (and possible snap election) means it is very
hard to imagine any real discussions/negotiations with the EU will take place now. It
is also worth noting that the EU yesterday revealed that the UK had committed to send
proposals on the backstop three weeks ago but has not done it. The EU has also informed
the UK that nothing has changed despite the press reporting a change in EU rhetoric around
the G7 meeting.

Looking at polls, the support for the Conservative Party has surged after PM Boris
Johnson took office (at the expense of the Brexit Party). Given the ‘winner takes it all’
political system, it is difficult to translate the lead into a number of mandates. In
Scotland, the Conservatives won 13 seats in 2017 but are expected to only win a few in an
upcoming election. Also, remember PM Theresa May entered the election campaign in
2017 with an even bigger margin to Labour.

Important disclosures and certifications are contained from page 4 of this report.

Today's key points

1. The Brexit delay bill is likely to come
into law before a snap election is called
early next week.

2. Conservative Party is now a fully pro-
Brexit party. More loyal MPs after an
election but more difficult for them to
win.

3. Snap election will be a proxy Brexit

referendum.

4. The EU and the UK are unlikely to
negotiate further until after a general
election.

5. Conservatives have surged in polls
after Johnson took power but difficult
to translate into mandates.

Later today, we will send out an

update on what a general election
means in the bigger picture. Stay
tuned.

Conservatives have surged after PM
Johnson took power

Cpnservative Party
Johnson new
Prime Minister

UK election
June2017

falls a
snap election|

Brexit Part\dJ
!

2016 2017 2018 2019

Source: British elects, Macrobond Financial

Senior Analyst
Mikael Olai Milhaj
+4545 12 76 07
milh@danskebank.dk

https://research.danskebank.com



mailto:milh@danskebank.dk

Brexit Monitor

Brexit charts

Still close in opinion polls
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More people think it was wrong to vote to leave the EU
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Conservative Party is risingin polls
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Tariff rates have declined since WTQO came into force
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Macro charts

GDP growth has slowed in Q2 after stockpilingin Q1

PMiis suggest weak underlying growth
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Unemployment rate is low

PMI employment index has rebounded
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Business confidence hit by Brexit fears

Companies may soon start stockpiling again ahead of October
deadline
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obtained from the authors on request.

Risk warning

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

This research report has been prepared by Danske Bank A/S. It is provided for informational purposes only and should
not be considered investment advice. 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
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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
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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/A, 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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