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Countdown to the Brexit Vote

The UK’s proposed exit from the EU is now at its most critical

stage. The two sides have agreement on a 585 page Withdrawal

document as well as on a document describing future trading

relations. On 11th December the UK’s House of Commons votes

to ratify both documents of the deal.

• If the deal is ratified then the EU summit on 13th and 14th

December is likely to be followed by EU27 ratification (which

needs 20 out of the 27 member states ratifying, representing

at least 65% of the EU27 population). If this happened then

the UK would leave the EU on the proposed terms on 29th

March 2019. However if parliament votes against the deal

then the possibility of agreeing a deal before 29th March 2019

falls and in addition the possibility of a UK constitutional crisis

rises.

• The critical swing MP voters are waverers from the opposition

Labour party, who might vote in favour only if they have high

confidence that their vote will count towards a win. However, it

seems likely that PM May will not have the momentum to

attract enough Labour waverers. This is because she

probably won’t have further certainty from the EU before the

vote that the Irish backstop would be unlikely to be needed.

So she is likely to lose the vote. The vital question would then

be the size of the defeat.
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Possible best outcome after a narrow Commons defeat

• Defeat by a narrow margin could be enough for PM May to

avoid a Conservative party leadership challenge, and if she

mobilizes support quickly around an adjusted UK position then

she could request an EU renegotiation. The EU could reject

this request, but Citi analysts think that would be unlikely as

they would lose what they have negotiated. These include the

guaranteed rights of EU citizens in the UK and the £39 billion

UK divorce payment. In addition within the EU27 there is some

support for the deal, for example from the Benelux countries.

Were the EU to accept a renegotiation, its most likely that they

would be disinclined to renegotiate the (legally binding)

Withdrawal document, however they might be more flexible

with the (non legally binding) future trade arrangement.

Figure 1: Brexit Vote Timeline

Source: Citi Private Bank. As of 3 December 2018.
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Impact of “No Deal” scenario

• The Government estimates that if the UK crashed out the EU

on 29th March 2019 without a deal, then the impact on the

economy could be between 7.7% and 9.3% over the next 15

years, with the range dependent on how far net EU

immigration was reduced. The Bank of England has warned

that the UK would enter a worse recession that in 2009, with

unemployment rising to 7.5% and house prices falling by

nearly one-third. While this seems highly uncertain, the UK

has only very recently started preparing for a No Deal

scenario. Whatever the actual impact there would be

significant disruption and uncertainty in the UK at least in the

short term.

• While No Deal is not Citi’s base case, there are several

political scenarios that could potentially lead to No Deal, all

starting with a large House of Commons defeat for PM May on

11th December. PM May could then face the choice of either

resigning on a no-confidence motion or calling a general

election (which would need a least a two-third majority in the

House of Commons), or she could face a Conservative

leadership contest. With any of these scenarios the resulting

political turmoil could raise the further prospect of a second

referendum. A second referendum might need EU agreement

on an Article 50 extension. Regarding a possible referendum

question there seems to be some support for three choices

(Yes to the current deal, No to the current deal, Remain).

Market Implications

• Even on a best-case political outcome over the next few

weeks, there will be tough EU negotiations during the

transition period regarding future trade, and details of this

could be particularly important.

• Citi analysts expect high volatility near term, especially in

Sterling, which recently reached a 3-year high in volatility at

13.3%. Citi analysts believe that UK equities have short-term

vulnerability, and its too early to position for the long-term.
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Disclaimer

Country Specific Disclosures

“Citi analysts” refers to investment professionals within Citi Research (“CR”), Citi Global Markets Inc. (“CGMI”) and voting members of

the Citi Global Investment Committee. Citibank N.A. and its affiliates / subsidiaries provide no independent research or analysis in the

substance or preparation of this document.

The information in this document has been obtained from reports issued by CGMI. Such information is based on sources CGMI

believes to be reliable. CGMI, however, does not guarantee its accuracy and it may be incomplete or condensed. All opinions and

estimates constitute CGMI's judgment as of the date of the report and are subject to change without notice. This document is for

general information purposes only and is not intended as a recommendation or an offer or solicitation for the purchase or sale of any

security or currency. No part of this document may be reproduced in any manner without the written consent of Citibank N.A.

Information in this document has been prepared without taking account of the objectives, financial situation, or needs of any particular

investor. Any person considering an investment should consider the appropriateness of the investment having regard to their

objectives, financial situation, or needs, and should seek independent advice on the suitability or otherwise of a particular investment.

Investments are not deposits, are not obligations of, or guaranteed or insured by Citibank N.A., Citigroup Inc., or any of their affiliates

or subsidiaries, or by any local government or insurance agency, and are subject to investment risk, including the possible loss of the

principal amount invested. Investors investing in funds denominated in non-local currency should be aware of the risk of exchange

rate fluctuations that may cause a loss of principal. Past performance is not indicative of future performance, prices can go up or

down. Some investment products (including mutual funds) are not available to US persons and may not be available in all

jurisdictions. Investors should be aware that it is his/her responsibility to seek legal and/or tax advice regarding the legal and tax

consequences of his/her investment transactions. If an investor changes residence, citizenship, nationality, or place of work, it is

his/her responsibility to understand how his/her investment transactions are affected by such change and comply with all applicable

laws and regulations as and when such becomes applicable. Citibank does not provide legal and/or tax advice and is not responsible

for advising an investor on the laws pertaining to his/her transaction.

Citi Research (CR) is a division of Citigroup Global Markets Inc. (the "Firm"), which does and seeks to do business with companies

covered in its research reports. As a result, investors should be aware that the Firm may have a conflict of interest that could affect

the objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. For more

information, please refer to https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

Australia

This document is distributed in Australia by Citigroup Pty Limited ABN 88 004 325 080, AFSL No. 238098, Australian credit licence

238098. Any advice is general advice only. It was prepared without taking into account your objectives, financial situation, or needs.

Before acting on this advice you should consider if it's appropriate for your particular circumstances. You should also obtain and

consider the relevant Product Disclosure Statement and terms and conditions before you make a decision about any financial product,

and consider if it’s suitable for your objectives, financial situation, or needs. Investors are advised to obtain independent legal,

financial, and taxation advice prior to investing. Past performance is not an indicator of future performance. Investment products are

not available to US people and may not be available in all jurisdictions.

Bahrain

This document is distributed in Bahrain by Citibank, N.A., Bahrain. Citibank, N.A., Bahrain, may in its sole and absolute discretion

provide various materials relating to the securities for information purposes only. Citibank, N.A., Bahrain is licensed by the Central

Bank of Bahrain as a Conventional Retail and Wholesale Bank and is bound by the CBB’s regulations and licensing conditions with

regards to products and services provided by Citibank, N.A. Bahrain. These terms are governed by and shall be construed in

accordance with the laws of the Kingdom of Bahrain. The Customer irrevocably agrees that the civil courts in the Bahrain shall have

non-exclusive jurisdiction to hear and determine any suit, action or proceeding and to settle any disputes which may arise out of or in

connection with these Terms and Conditions and for such purposes the Customer irrevocably submits to the jurisdiction of such

courts. Investment products are not insured by government or governmental agencies. Investment and Treasury products are subject

to Investment risk, including possible loss of principal amount invested. Past performance is not indicative of future results: prices can

go up or down. Investors investing in investments and/or treasury products denominated in foreign (non-local) currency should be

aware of the risk of exchange rate fluctuations that may cause loss of principal when foreign currency is converted to the investors’

home currency. Investment and Treasury products are not available to U.S. persons. All applications for investments and treasury

products are subject to Terms and Conditions of the individual investment and Treasury products. Customer understands that it is

his/her responsibility to seek legal and/or tax advice regarding the legal and tax consequences of his/her investment transactions. If

customer changes residence, citizenship, nationality, or place of work, it is his/her responsibility to understand how his/her investment

transactions are affected by such change and comply with all applicable laws and regulations as and when such becomes applicable.

Customer understands that Citibank does not provide legal and/or tax advice and are not responsible for advising him/her on the laws

pertaining to his/her transaction. Citibank Bahrain does not provide continuous monitoring of existing customer holdings.

People's Republic of China

This document is distributed by Citibank (China) Co., Ltd in the People's Republic of China (excluding the Special Administrative

Regions of Hong Kong and Macau, and Taiwan).

Hong Kong

This document is distributed in Hong Kong by Citibank (Hong Kong) Limited ("CHKL"). Prices and availability of financial instruments

can be subject to change without notice. Certain high-volatility investments can be subject to sudden and large falls in value that could

equal the amount invested.

India

This document is distributed in India by Citibank N.A. Investment are subject to market risk including that of loss of principal amounts

invested. Products so distributed are not obligations of, or guaranteed by, Citibank and are not bank deposits. Past performance does

not guarantee future performance. Investment products cannot be offered to US and Canada Persons. Investors are advised to read

and understand the Offer Documents carefully before investing.

Indonesia

This report is made available in Indonesia through Citibank N.A., Indonesia Branch. Citibank N. A., is a bank that is licensed,

registered and supervised by the Indonesia Financial Services Authority (OJK).
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Country Specific Disclosures

Korea

This document is distributed in South Korea by Citibank Korea Inc. Investors should be aware that investment products are not

guaranteed by the Korea Deposit Insurance Corporation and are subject to investment risk including the possible loss of the principal

amount invested. Investment products are not available to US persons.

Malaysia

Investment products are not deposits and are not obligations of, not guaranteed by, and not insured by, Citibank Berhad, Citibank

N.A., Citigroup Inc. or any of their affiliates or subsidiaries, or by any government or insurance agency. Investment products are

subject to investment risks, including the possible loss of the principal amount invested. These are provided for general information

only and are not intended as a recommendation or an offer or solicitation for the purchase or sale of any security or currency or other

investment products. Citibank Berhad does not represent the information herein as accurate, true or complete, makes no warranty

express or implied regarding it and no liability whatsoever will be accepted by Citibank Berhad, whether in contract, tort or otherwise,

for the accuracy or completeness of such information including any error of fact or omission herein which may lead to any direct or

consequential loss, damages, costs or expenses arising from any reliance upon or use of the information in the material.

Philippines

This document is made available in Philippines by Citicorp Financial Services and Insurance Brokerage Phils. Inc, and Citibank N.A.

Philippine Branch. Investors should be aware that Investment products are not insured by the Philippine Deposit Insurance

Corporation or Federal Deposit Insurance Corporation or any other government entity.

Singapore

This report is distributed in Singapore by Citibank Singapore Limited (“CSL”). Investment products are not insured under the

provisions of the Deposit Insurance and Policy Owners’ Protection Schemes Act of Singapore and are not eligible for deposit

insurance coverage under the Deposit Insurance Scheme.

Thailand

This document contains general information and insights distributed in Thailand by Citigroup and is made available in English

language only. Citi does not dictate or solicit investment in any specific securities and similar products. Investment contains certain

risk, please study prospectus before investing. Not an obligation of, or guaranteed by, Citibank. Not bank deposits. Subject to

investment risks, including possible loss of the principal amount invested. Subject to price fluctuation. Past performance does not

guarantee future performance. Not offered to US persons.

UAE

This document is distributed in UAE by Citibank, N.A. UAE. This is not an official statement of Citigroup Inc. and may not reflect all of

your investments with or made through Citibank. For an accurate record of your accounts and transactions, please consult your

official statement. Before making any investment, each investor must obtain the investment offering materials, which include a

description of the risks, fees and expenses and the performance history, if any, which may be considered in connection with making

an investment decision. Each investor should carefully consider the risks associated with the investment and make a determination

based upon the investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives. At

any time, Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.

Vietnam

This document is distributed in Vietnam by Citibank, N.A., - Ho Chi Minh City Branch and Citibank, N.A. - Hanoi Branch, licensed

foreign bank’s branches regulated by the State Bank of Vietnam. Investment contains certain risk, please study product’s prospectus,

relevant disclosures and disclaimers and the terms and conditions for details before investing. Investment products are not offered to

US persons.

United Kingdom

This document is distributed in the U.K. by Citibank N.A., London Branch and Citibank Europe plc, UK Branch.

Citibank N.A., London Branch is authorised and regulated by the Office of the Comptroller of the Currency (USA) and authorised by

the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential

Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on

request. Our firm reference number with our UK regulators is 124704. Citibank N.A., London Branch is registered as a branch in the

UK at Citigroup Centre, Canada Square, Canary Wharf, London E14 5LB. Registered number BR001018. Citibank N.A. is

incorporated with limited liability in the USA. Head office: 399 Park Avenue, New York, NY 10043, USA.

Citibank Europe plc is authorised by the Central Bank of Ireland and by the Prudential Regulation Authority. It is subject to supervision

by the Central Bank of Ireland, and subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation

Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the

Financial Conduct Authority are available from us on request. Citibank Europe plc, UK Branch is registered as a branch (registration

number FC032763) in the register of companies for England and Wales. The registered address in the UK is Citigroup Centre,

Canada Square, Canary Wharf, London E14 5LB. Citibank Europe plc is registered in Ireland with number 132781, with its registered

office at 1 North Wall Quay, Dublin 1. Citibank Europe plc is regulated by the Central Bank of Ireland. Ultimately owned by Citigroup

Inc., New York, USA.

© Citibank N.A. 2018. CITI, CITI and Arc Design are registered service marks of Citigroup Inc.

Jersey

This document is distributed by Citibank N.A., Jersey Branch. Citibank N.A., Jersey Branch is regulated by the Jersey Financial

Services Commission. Citi International Personal Bank is registered in Jersey as a business name of Citibank N.A. The address of

Citibank N.A., Jersey Branch is P.O. Box 104, 38 Esplanade, St Helier, Jersey JE4 8QB. Citibank N.A. is incorporated with limited

liability in the USA. Head office: 399 Park Avenue, New York, NY 10043, USA. © Citibank N.A. 2018. CITI, CITI and Arc Design are

registered service marks of Citigroup Inc.


