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UK Economics & Politics View - Risks Rise as Brexit Deal Loses 
Support: Decision Tree (Tina M Fordham 15 Nov 2018) 
 

    

 Political Momentum Shifts Against both UK PM and Brexit Deal 

Yesterday as expected, UK Prime Minister Theresa May achieved a Pyrrhic victory, securing Cabinet support for her Brexit deal. 

Resignations of key ministers, most notably Dominic Raab, have moved the political momentum sharply against the PM. We see 

the decline in her political fortunes as inextricably linked with the lack of support for her Brexit deal, calling for a reassessment of 

the most likely outcomes as well as foreshadowing a period of extended political uncertainty and headline risk.  

 

 Near-Term Political Risks Sharply Rising 

Chances that the PM resigns or loses a confidence vote are growing, paving the way for a Conservative Party Leadership contest. 

In this case, we find it difficult to see how the UK can continue on its path toward Brexit without requesting a “time out” from 

Brussels. Given the increasingly evident lack of a parliamentary majority for the current deal and the looming 21 January “final 

date” for a deal to be agreed before the March 29th EU withdrawal date, the range of possible outcomes has shifted. In the near-

term, stopping the clock/an extension from the EU would be the best possible signal for Markets of the plausible outcomes. In the 

medium-term, we think a 2nd referendum is more likely to be offered as a means to break the political impasse than a move 

toward a general election, but as we have previously noted, both are possible in 2019.  

 

 Never Brexit and No Deal Both More Likely 

In terms of outcomes, we see either “Never Brexit” or a No Deal Brexit—the two best and worst outcomes for the UK Economy 

and Markets, respectively, as considerably more likely than a successful vote on the current deal. The current parliamentary 

arithmetic for May’s Conservative minority government means there are 325 non-Conservatives vs her 318 Conservatives, plus 

the 10 DUP MPs who agreed to support her on key votes, but are deeply displeased with the PM’s Brexit deal as it relates to 

Northern Ireland.  

 

 Shift from Process to Pure Politics…and Uncharted Territory 

The attached decision tree is our attempt to structure possible outcomes and highlight the process. But we warn that the existing 

mechanisms and procedures may prove insufficient to mitigate growing political chaos. We think the situation has become so fluid 

that additional, extraordinary measures could emerge. We also reiterate our call of the risk of a Constitutional Crisis in the UK, a 

sort of political nervous breakdown. In addition to government, other forces will exert influence on the political trajectory ahead. 

These include UK public opinion, which the latest You Gov survey indicates is turning against Brexit, and the reaction of financial 

markets.  

 

 What Would Change the Current Trajectory? 

A sudden change of heart by the DUP, which we regard as highly unlikely or a moment of truth from Brexiteers, recognising that 

the current deal is the most likely way to actually bring the UK out of the European Union. We regard more time to negotiate a new 

deal as unlikely to be agreed by the EU, forcing the hand of Brexiteers. 

. 
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Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

CBAKOK $381,288 Citi Sells AOGKOB 318,000 Citi Buys 

VOCKOB $374,210 Citi Buys FXLKOF 255,000 Citi Sells 

XJOMOK $333,000 Citi Sells VOCKOB 250,000 Citi Buys 

XJOQOX $328,680 Citi Buys SWMKOE 155,000 Citi Buys 

XJOMOC $304,407 Citi Sells XJOMOK 124,000 Citi Sells 

Stopped Out Warrants 

Warrant Code Strike Stop Loss Remaining Value Stop Loss Date Final Listing Date 

GEMKOP 2.9097 2.62 $0.275 15/11/2018 17/11/2018 

MINKOD 11.3974 13.07 $1.715 15/11/2018 17/11/2018 

NABJOF 21.6140 23.72 $2.09 15/11/2018 17/11/2018 

RIOKCH 72.0303 77.31 $5.25 15/11/2018 17/11/2018 

WBCKOJ 24.0364 25.26 $1.18 15/11/2018 17/11/2018 

WESKOG 40.9598 44.95 $3.99 15/11/2018 17/11/2018 

XJOMOA 5542.2508 5699 $1.555 15/11/2018 17/11/2018 

      
 

Headlines & Highlights 

 

 Brexit turmoil continues just after May managed to obtain Cabinet backing of her Brexit deal, with Brexit minister 
Dominic Raab and Work & Pensions minister resigning.  

 The US have sanctioned 17 Saudi officials over the death of Jamal Khashoggi. The sanctions were put in place just 
hours after Saudi Arabia charged 11 people for the murder.  

 RBS has fallen more than 10% on the Brexit news, as the possibility of a no confidence vote has highlighted Jeremy 
Corbyn’s view to break up the state controlled lender. 
 

Overnight  

 
Equities | S&P500 2701.40 (-0.73%)  |  Stoxx600 362.27 (-0.60%)  |  FTSE 7033.79 (-0.28%) 

 US: The S&P is in the green thanks to the IT sector up 2.29% led by Arista Networks, up 5.85% overnight.  Real 
Estate was the biggest laggard down 1.12%. To single stocks, worst performer for the second day in a row is 
PG&E on California wildfire concerns, the stock is down over 30% to its lowest level since 2004.  

 EU: The FTSE finished smalls in the green as Energy names finished up 2.18% thanks to John Wood Group 
gaining 4.57%. Worst performer was Real Estate down 4.44% as British Land weighed on the sector and finished 
down 5.75%. Stoxx finished in the red thanks to Real Estate names finishing down 1.89%, top performing sector 
was Energy up 0.99%. To single stocks, Evraz was the top performer up 5.23% and biggest laggard was Capita 
finishing down 14.59% after an alleged administration failure. The DAX is in the red as Consumer Discretionary 
names weighed on the index, down 1.28%, top performing sector was Industrials finishing up 0.33% overnight. 

Foreign exchange |  AUDUSD 0.7279 (+0.40%)  |  DXY 96.9510 (+0.21%)  |  EURUSD 1.1336 (-0.12%) 

 After staging a good rally early in the night the Greenback trended downwards against almost all other G10 
currencies to retrace most of its gains. USDJPY is now flat on the night.  

 Sterling plummeted ~2.5 big figures on news May’s Brexit deal is in jeopardy, and at 1.2794 continues to trade 
close to the night’s lows. The Euro initially rallied 80 pips from its low early in the night, and now trades at 1.1336. 

 The higher levels in Aussie from yesterday after the strong jobs data were largely held despite some volatility, 
whilst the Kiwi is up ~35pips to 0.6838. 

https://ir.citi.com/dNbjscgfxaNc9VO3835At7J%2BENWBlJE4z5js%2BFSG8eV8UB7%2FI%2FWNeIQS3SLlBlGx1qIcbraKaYU%3D


 

 In the Scandies NOK also rallied with USDNOK down ~1.3 big figures to 8.4825 after a night of choppy trading, 
whilst USDSEK is flat on the night at 9.0575. 

Commodities | Gold 1222.00 (-0.46%)  |  Oil (WTI) 71.34 (+0.52%)  |  Copper 2.87 (-1.09%) 

 Crude finished slightly higher after Putin stated that "anything around $70 suits us completely." He also stated that 
Russia wouldn’t commit to cutting output but would still cooperate with OPEC. As a result, Brent outperformed 
WTI, with the former up 0.77% and the latter up 0.48%. 

 Precious metals were better bid overnight after markets experienced geopolitical turmoil. Gold and Silver were both 
higher, with silver outperforming. In base, Copper and Aluminium finished 0.3% higher each, while iron ore 
continues its winning streak to finish slightly higher at$73.28 

 In Ag, Corn, Wheat and Soybeans finished higher, however, Chinese soybean meal has experienced its 6th down 
session as trade war talks continue to take its toll on the market. In softs, Coffee has reversed all gains to decline 
more than 2%. 
 

 
 

 
 
CORPORATE 

 

 CGC.AX Costa Group Holdings Ltd Annual Shareholders Meeting 

 HVN.AX Harvey Norman Holdings Ltd Annual Shareholders Meeting 

 IFN.AX             Infigen Energy Ltd Annual Shareholders Meeting 

 LLC.AX             LendLease Group Annual Shareholders Meeting 

 LNK.AX Link Administration Holdings Ltd Annual Shareholders Meeting 

 MGR.AX Mirvac Group Annual Shareholders Meeting 

 NST.AX Northern Star Resources Ltd Annual Shareholders Meeting 

 SOL.AX Ex Dividend 

 

ECONOMICS 

 

  

 

 
  

Overnight Summary  

 

-- Equities -- Last   Chg   %chg 

Dow                25,289   +209   +0.8% 

S&P500              2,730   +29    +1.1% 

Nasdaq             7,259   +123   +1.7% 

Euro Stoxx 3,190   -15   -0.5% 

Shanghai Comp. 2,668   +36   +1.4% 

Nikkei 21,804   -43   -0.2% 

….SPI (Aust)      5,761   +14   +0.2% 

-- FX --        Last   Chg      %chg 

$A / $US   0.7280   +0.0062   +0.9% 

Yen / $US     113.58   -0.05   -0.0% 

Euro / $US 1.1329   +0.0019   +0.2% 

$A / GBP 0.5698   +0.0136   +2.4% 

A$ TWI 63.10   0.400   +0.6% 

USDCNH 6.93   -0.016   -0.2% 

-- Cmdty --   Last   Chg     %chg 

Aluminium         87.5   -0.6   -0.7% 

Copper             280.5   4.3   +1.5% 

Nickel                510.7   -2.3   -0.4% 

Coking Coal 219.0   0.0   +0.0% 

Thermal Coal 104.2   0.8   +0.8% 

Iron Ore 70.2   1.0   +1.4% 

Gold  1220.10   +4.10   +0.3% 

Oil…WTI 56.46   +0.21    +0.4% 

Oil..Brent 66.58   +0.46   +0.7% 



 

Zinc 2576.00   +74.00   +3.0% 

Gas              3.92   -0.92   -19.0% 

-- DLCs --    Last      Chg    %chg 

BHP Billiton Plc  1,589   44.0   +2.8% 

Rio Plc 3,801   90.5   +2.4% 

Clydesdale Plc 263   -9.8     -3.6% 
South 32 - 
London 190   5.2   +2.8% 

-- US listeds -- Last   Chg   %chg 

BHP - adr      47.12     +0.76   +1.6% 

RIO - adr      50.05   +1.09    +2.2% 

Janus Henderson 23.34   0.4     +1.6% 

Resmed         104.23     +2.66   +2.5% 

NWS A 13.57    -0.24      -1.7% 

James Hardie 11.89    +0.23      +2.0% 

Bonds Last   Chg   %chg 

US 10 Year 3.11   -0.01     

Aus 10 Year 2.72   +0.02     

Volatility Last   Chg   %chg 

VIX 19.99     -1.26   -5.9% 

Source: Bloomberg 
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For further information please contact the CitiFirst Sales desk on 1300 30 70 70.  To unsubscribe, please email citifirst.warrants@citi.com. 

DISCLAIMER 

This communication is provided in Australia by Citigroup Global Markets Australia Pty Limited (ABN 64 003 114 832 and AFSL 240992, Participant of the ASX Group and of Chi-X 
Australia), Citigroup Pty Limited (ABN 88 004 325 080, AFSL No. 238098) and/or Citibank, N.A., Sydney Branch (ARBN 34 072 814 058). Citigroup Global Markets Australia Pty 
Limited is not an Authorised Deposit-Taking Institution under the Banking Act 1959, nor is it regulated by the Australian Prudential Regulation Authority. Citibank N.A. is a body 
incorporated in the United States of America. Pursuant to Australian Securities and Investments Commission Class Order 03/1101, Citibank N.A. is exempt from the requirement to 
hold an Australian financial services licence under the Corporations Act (2001) in respect of financial services. Citibank N.A. is regulated by the Comptroller of the Currency of the 
US and by the Federal Reserve System of the US, under US laws which may differ from Australian laws.  

Where this communication is distributed outside Australia it is distributed through authorised affiliates (collectively, “Citi”).  

Investors should ensure they read the Product Disclosure Statement (PDS) associated with each warrant in its entirety prior to making an investment decision. All of the PDS’ are 
available on the CitiFirst Warrants website at www.citifirst.com.au. 

This communication is prepared by individual sales and/or trading personnel of Citi who are not research analysts, and the information in this communication is not intended to 

constitute “research” as that term is defined by applicable regulations. Unless otherwise indicated, any reference to a research report or research recommendation is not intended to 
represent the whole report and is not in itself considered a recommendation or research report. All views, opinions and estimates expressed in this communication (i) may change 
without notice and (ii) may differ from those views, opinions and estimates held or expressed by Citi or other Citi personnel.  

This communication is provided for information and discussion purposes only, is subject to change without notice, is strictly confidential, may not be reproduced and is intended for 

your use only. It does not include a number of terms and conditions that will be included in any actual transaction and final terms and conditions are subject to further discussion 
and negotiation nor does it purport to identify all risks (direct or indirect). This communication is not a commitment to deal in any product, offer financing or enter into any transaction 
described herein. Unless otherwise indicated, (i) it does not constitute an offer or recommendation to purchase or sell any financial instruments or other products, (ii) it does not 
constitute a solicitation if it is not subject to the rules of the CFTC (but see discussion above regarding communication subject to CFTC rules) and (iii) it is not intended as an official 
confirmation of any transaction. Unless otherwise expressly indicated, this communication does not take into account the investment objectives or financial situation of any 
particular person. Recipients of this communication should obtain advice based on their own individual circumstances from their own tax, financial, legal and other advisors before 
making an investment decision, and only make such decisions on the basis of the investor's own objectives, experience and resources. The information contained in this 
communication is based on generally available information and, although obtained from sources believed by Citi to be reliable, its accuracy and completeness cannot be assured, 
and such information may be incomplete or condensed.  

Citi is not acting as your agent, fiduciary or investment adviser and is not managing your account. The provision of information in this communication is not based on your individual 
circumstances and should not be relied upon as an assessment of suitability for you of a particular product or transaction. It does not constitute investment advice and Citi makes 
no recommendation as to the suitability of any of the products or transactions mentioned. Even if Citi possesses information as to your objectives in relation to any transaction, 
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series of transactions or trading strategy, this will not be deemed sufficient for any assessment of suitability for you of any transaction, series of transactions or trading strategy. 
Save in those jurisdictions where it is not permissible to make such a statement, we hereby inform you that this communication should not be considered as a solicitation or offer to 
sell or purchase any securities, deal in any product or enter into any transaction. You should make any trading or investment decisions in reliance on your own analysis and 
judgment and/or that of your independent advisors and not in reliance on Citi and any decision whether or not to adopt any strategy or engage in any transaction will not be Citi’s 
responsibility. Citi does not provide investment, accounting, tax, financial or legal advice; such matters as well as the suitability of a potential transaction or product or investment 

should be discussed with your independent advisors. Prior to dealing in any product or entering into any transaction, you and the senior management in your organisation should 
determine, without reliance on Citi, (i) the economic risks or merits, as well as the legal, tax and accounting characteristics and consequences of dealing with any product or 
entering into the transaction (ii) that you are able to assume these risks, (iii) that such product or transaction is appropriate for a person with your experience, investment goals, 
financial resources or any other relevant circumstance or consideration. Where you are acting as an adviser or agent, you should evaluate this communication in light of the 
circumstances applicable to your principal and the scope of your authority 

The information in this communication, including any trade or strategy ideas, is provided by individual sales and/or trading personnel of Citi and not by Citi’s research department 

and therefore the directives on the independence of research do not apply. Any view expressed in this communication may represent the current views and interpretations of the 
markets, products or events of such individual sales and/or trading personnel and may be different from other sales and/or trading personnel and may also differ from Citi’s 
published research – the views in this communication may be more short term in nature and liable to change more quickly than the views of Citi research department which are 
generally more long term. On the occasions where information provided includes extracts or summary material derived from research reports published by Citi’s research 
department, you are advised to obtain and review the original piece of research to see the research analyst’s full analysis. Any prices used herein, unless otherwise specified, are 
indicative. Although all information has been obtained from, and is based upon sources believed to be reliable, it may be incomplete or condensed and its accuracy cannot be 
guaranteed. Citi makes no representation or warranty, expressed or implied, as to the accuracy of the information, the reasonableness of any assumptions used in calculating any 
illustrative performance information or the accuracy (mathematical or otherwise) or validity of such information. Any opinions attributed to Citi constitute Citi’s judgment as of the 
date of the relevant material and are subject to change without notice. Provision of information may cease at any time without reason or notice being given. Commissions and other 
costs relating to any dealing in any products or entering into any transactions referred to in this communication may not have been taken into consideration.  

Any scenario analysis or information generated from a model is for illustrative purposes only. Where the communication contains “forward-looking” information, such information 
may include, but is not limited to, projections, forecasts or estimates of cash flows, yields or return, scenario analyses and proposed or expected portfolio composition. Any forward-
looking information is based upon certain assumptions about future events or conditions and is intended only to illustrate hypothetical results under those assumptions (not all of 
which are specified herein or can be ascertained at this time). It does not represent actual termination or unwind prices that may be available to you or the actual performance of 
any products and neither does it present all possible outcomes or describe all factors that may affect the value of any applicable investment, product or investment. Actual events or 

conditions are unlikely to be consistent with, and may differ significantly from, those assumed. Illustrative performance results may be based on mathematical models that calculate 
those results by using inputs that are based on assumptions about a variety of future conditions and events and not all relevant events or conditions may have been considered in 
developing such assumptions. Accordingly, actual results may vary and the variations may be substantial. The products or transactions identified in any of the illustrative 
calculations presented herein may therefore not perform as described and actual performance may differ, and may differ substantially, from those illustrated in this communication. 
When evaluating any forward looking information you should understand the assumptions used and, together with your independent advisors, consider whether they are 
appropriate for your purposes. You should also note that the models used in any analysis may be proprietary, making the results difficult or impossible for any third party to 
reproduce. This communication is not intended to predict any future events. Past performance is not indicative of future performance.  

Citi shall have no liability to the user or to third parties, for the quality, accuracy, timeliness, continued availability or completeness of any data or calculations contained and/or 
referred to in this communication nor for any special, direct, indirect, incidental or consequential loss or damage which may be sustained because of the use of the information 
contained and/or referred to in this communication or otherwise arising in connection with the information contained and/or referred to in this communication, provided that this 
exclusion of liability shall not exclude or limit any liability under any law or regulation applicable to Citi that may not be excluded or restricted.  

The transactions and any products described herein may be subject to fluctuations of their mark-to-market price or value and such fluctuations may, depending on the type of 
product or security and the financial environment, be substantial. Where a product or transaction provides for payments linked to or derived from prices or yields of, without 
limitation, one or more securities, other instruments, indices, rates, assets or foreign currencies, such provisions may result in negative fluctuations in the value of and amounts 
payable with respect to such product prior to or at redemption. You should consider the implications of such fluctuations with your independent advisers. The products or 
transactions referred to in this communication may be subject to the risk of loss of some or all of your investment, for instance (and the examples set out below are not exhaustive), 
as a result of fluctuations in price or value of the product or transaction or a lack of liquidity in the market or the risk that your counterparty or any guarantor fails to perform its 
obligations or, if this the product or transaction is linked to the credit of one or more entities, any change to the creditworthiness of the credit of any of those entities. 

Citi (whether through the individual sales and/trading personnel involved in the preparation or issuance of this communication or otherwise) may from time to time have long or short 

principal positions and/or actively trade, for its own account and those of its customers, by making markets to its clients, in products identical to or economically related to the 
products or transactions referred to in this communication. Citi may also undertake hedging transactions related to the initiation or termination of a product or transaction, that may 
adversely affect the market price, rate, index or other market factor(s) underlying the product or transaction and consequently its value. Citi may have an investment banking or 
other commercial relationship with and access to information from the issuer(s) of securities, products, or other interests underlying a product or transaction. Citi may also have 
potential conflicts of interest due to the present or future relationships between Citi and any asset underlying the product or transaction, any collateral manager, any reference 
obligations or any reference entity.  

Any decision to purchase any product or enter into any transaction referred to in this communication should be based upon the information contained in any associated offering 
document if one is available (including any risk factors or investment considerations mentioned therein) and/or the terms of any agreement. Any securities which are the subject of 
this communication have not been and will not be registered under the United States Securities Act of 1933 as amended (the Securities Act) or any United States securities law, 
and may not be offered or sold within the United States or to, or for the account or benefit of, any US person, except pursuant to an exemption from, or in a product or transaction, 
not subject to, the registration requirements of the Securities Act. This communication is not intended for distribution to, or to be used by, any person or entity in any jurisdiction or 
country which distribution or use would be contrary to law or regulation.  

This communication contains data compilations, writings and information that are confidential and proprietary to Citi and protected under copyright and other intellectual property 
laws, and may not be reproduced, distributed or otherwise transmitted by you to any other person for any purpose unless Citi’s prior written consent have been obtained.  

Although Citibank, N.A. (together with its subsidiaries and branches worldwide, "Citibank") is an affiliate of Citi, you should be aware that none of the financial instruments or other 
products mentioned in this communication (unless expressly stated otherwise) are (i) insured by the Federal Deposit Insurance Corporation or any other governmental authority, or 
(ii) deposits or other obligations of, or guaranteed by, Citibank or any other insured depository institution.  

IRS Circular 230 Disclosure: Citi and its employees are not in the business of providing, and do not provide, tax or legal advice to any taxpayer outside of Citi. Any statements in 
this communication to tax matters 4 were not intended or written to be used, and cannot be used or relied upon, by any taxpayer for the purpose of avoiding tax penalties. Any such 
taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.  

Citi specifically prohibits the redistribution of this communication in whole or in part without the written permission of Citi and Citi accepts no liability whatsoever for the actions of 
third parties in this respect.  

Copyright © 2015 Citigroup Inc. and/or its affiliates. All rights reserved. CITI, CITI and Arc Design, CITIBANK and CITIGROUP are trademarks and service marks of Citigroup Inc. 
and/or its affiliates and are used and registered throughout the world. 

 


