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Investment Research — General Market Conditions   

    

Government to introduce Article 50 legislation ‘within days’ 

 As expected, the Supreme Court ruled that the parliament and not the government has 

the power to invoke Article 50, which formally starts the exit negotiations with the EU. 

Thus the Supreme Court upheld the High Court’s decision in November. Market reaction 

was limited. 

 Based on stories in UK media, most cabinet ministers expected to lose the appeal case. In 

PM Theresa May’s Brexit speech, it also seemed that she had already accepted that the 

parliament needs to be involved in the negotiation process, as she mentioned the final 

deal will be put to a vote in both Houses of Parliament. For more details on PM May’s Brexit 

speech where she outlined her 12 Brexit principles please see Brexit Monitor #21, 17 

January.  

 However, it was a victory for the government that it does not need to consult the 

assemblies in Northern Ireland, Scotland and Wales before triggering Article 50. 

 We do not think the Supreme Court’s ruling will delay the triggering of Article 50. 

Brexit Minister David Davis has said the government will introduce Article 50 

legislation ‘within days’ (see Reuters, UK to introduce Article 50 legislation ‘within 

days’ – Brexit minister, 24 January) and it seems unlikely that either the Conservative 

Party or Labour will block the legislation in the House of Commons. In a non-binding vote 

in December, MPs voted overwhelmingly to support PM Theresa May’s Brexit time table. 

It could be more problematic to pass the legislation in the pro-EU House of Lords where the 

Conservatives do not have majority, but it would probably create a constitutional crisis if 

the House of Lords tries to block or delay Brexit, see Reuters, Brexit plans unlikely to be 

slowed by Article 50 defeat, 24 January. 

 In the Supreme Court’s judgement, it says in section 122 that ‘What form such legislation 

should take is entirely a matter for Parliament’, which allows the Government to present a 

very short bill, which makes it more difficult for the MP’s to make amendments. Both 

Labour and the Scottish National Party (SNP) have already said that they want to be heavily 

involved during the negotiation process.  

 In other words, we will have some arm wrestling between the government and the 

members of parliaments in the coming two months ahead of the triggering of Article 

50. However, it is worth noting that the EU is not bound by whatever strings may be attached 

by the UK government, so we still think we are heading towards a hard Brexit, as the 

UK cannot stay within the single market and get control over EU immigration at the 

same time. 

 We still expect EUR/GBP to come under pressure as the triggering of Article 50 

moves closer. We target EUR/GBP at 0.88 in 3M but see risks skewed to the 

upside. For more see FX Forecast Update, 17 January.
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UK still set to trigger Article 50 before end of March 

despite the government’s defeat in Supreme Court 
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Brexit – timetable until 30 April 2017 

 

Source: EU, ECB, Bank of England, EU Treaty, Bloomberg 

Financial market charts 
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GBP volatility vs G10 
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UK and European equities 
 

Equity volatility (S&P 500 and Euro Stoxx option impl. vol.) 
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Global fixed income markets 
 

Inflation and oil prices 

 

 

 

Source: Bloomberg, Macrobond Financial, Danske Bank Markets 
 

Source: Bloomberg, Macrobond Financial, Danske Bank Markets 

 



 

4 |     24 January 2017 www.danskeresearch.com 
 

  B
rexit M

o
n

ito
r #

2
2

 
 

   

 

  

 

Brexit Monitor #22  

 
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 Milhøj, Senior 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 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. 



 

5 |     24 January 2017 www.danskeresearch.com 
 

  B
rexit M

o
n

ito
r #

2
2

 
 

   

 

  

 

Brexit Monitor #22  

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. 


