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The Overview 16 January 2019 

 

UK Economics & Politics Flash - Brexit Update: What to Make of 
May’s Defeat… (Christian Schulz 15 Jan 2019) 
 

    

 Very heavy defeat 

The UK’s lower house of Parliament has rejected the EU Withdrawal Treaty, which Prime Minister Theresa May had negotiated 

with the EU27, by a margin of 432-202. The defeat was much heavier than most commentators expected. It is historic, especially 

for a government flagship policy. 

 

 Defiant May 

In a defiant statement after the vote, the PM invited a vote of no confidence for tomorrow (probably 7pm), which the opposition 

leader duly tabled. In case of victory, May proposes to discuss options for a compromise deal with cross-party representatives of 

the House. Discussions with the EU27 would follow. May promised not to “run down the clock” to no-deal Brexit. An amendable 

motion will be tabled by Monday. May did not announce a request to extend Article 50. 

 

 Uncertainty has increased 

Tonight’s vote clearly has not brought any resolution. It highlights that the Brexit process does not present a binary risk (hard 

versus soft) but also spans a wide array of other economic policy risks, not least due to the programme of Jeremy Corbyn’s Labour 

Party (“Corbyn risk”). The UK investment climate suffers, which matters greatly for an economy reliant on foreign direct investment 

to fund its 4%-of-GDP (Citi’s 2018 estimate) current account deficit. 

 

 No Brexit and never Brexit more likely? 

After tonight’s emphatic rejection, small tweaks won’t get the deal over the line. Conversely, ‘no deal’ is not supported by the PM, 

and Parliament will do everything to prevent it. The probability of Article 50 extension is now very high, and the stock of Article 50 

revocation is rising too. 

 

 No May also more likely 

Tonight’s vote was as much a vote on Theresa May as on the deal. In the short term, May probably gains time with the ambiguity 

of her initial plan B (pledging not to run down the clock but not extending Article 50 either). Tory Brexiters, Remainers and the DUP 

have enough cover to support May in tomorrow’s vote. But after tonight’s defeat, May will likely struggle to gather cross-party 

support for a new approach. Chances of her stumbling soon have grown. 

 

 No May could mean Corbyn or anti-EU Tory PM 

If May steps down as party leader, a leadership contest would likely lead to a new tough anti-EU leader, raising the likelihood of a 

disruptive EU departure. With or without May, Parliament could form a “national unity government” and work towards a softer 

Brexit or second referendum with uncertain outcome. But that may not last: early elections are also possible, bringing an increased 

chance of a Labour government under Jeremy Corbyn. 

 

 No-deal planning stepped up on the continent 

An EU Commission spokesman expressed regret about the outcome and saw a growing risk of a disorderly Brexit. No deal 
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planning will be heightened across the EU27, likely lowering any willingness to accommodate the UK. However, we expect the EU 

to wait for the UK’s next steps and afford time if necessary. 

  

 

Link to full article to read the report:  
 
 

Top Warrants & Stopped Out Warrants  

      

Previous day’s top warrants by value and volume 

Warrant Code Value Citi Warrant Code Volume Citi 

XJOKOC $410,549 Citi Buys XJOLOR 137,218 Intraday 

IZZJOM $323,895 Citi Sells KDRKCD 134,000 Citi Buys 

XJOLOR $237,698 Citi Sells XJOKOC 83,200 Citi Buys 

BALKOF $141,931 Citi Buys NI2KOA 80,000 Citi Buys 

XJOQOW $141,138 Citi Sells BALKOF 72,500 Citi Buys 

Stopped Out Warrants 

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

A2MKOU 12.933 11.02 $1.905 15/01/2019 17/01/2019 

BLDKOA 4.435 4.87 $0.435 15/01/2019 17/01/2019 

DJXKOR 24685.4 24013 $9.31 15/01/2019 17/01/2019 

      
 

Headlines & Highlights 

 

 With just 73 days left until Brexit, British MPs overwhelmingly rejected May’s withdrawal plan in the worst defeat for a 
government since 1924. While the pound fell ahead of the vote, it pared losses against the dollar as markets reacted 
to the defeat. A confidence vote in May’s government will be held at 7pm GMT Wednesday.  

 As China ramps up stimulus measures, tech stocks led the S&P 500 to breach the 2,600 resistance level it had failed 
to push through on three occasions last week. Asian equity futures point to a mixed open.  

 Mario Draghi’s first public appearance of 2019 sent the Euro lower, remarking that that soft economic data highlighted 
the need for continued ECB stimulus. German data also confirmed the worst year for growth since 2013.   

 10-Year Treasury yields rose to 2.70%, while USD advanced by the most in nearly two weeks.  

 WTI pushed above $52 a barrel as OPEC cuts took effect. 
 

Overnight  

 
Equities | S&P500 2604.70 (+0.86%) | Stoxx600 348.71 (+0.35%) | FTSE 6895.02 (+0.58%) 

 US: The S&P500 climbed 0.88% with 315 out of 505 stocks in the green on the back of Chinese stimulus hints. 
Health Care posted the largest gains, up 1.34%, with EW (+7.70%), INCY (+6.91%) and NKTR (+6.05%) outpacing 
the lot. On the flip side, CVS (-2.08%), PRGO (-1.38%) and MYL (-1.05%) were the worst performing stocks in the 
sector. Telco and IT were the next best performing sectors, both up 1.12%. Netflix surged 5.69% on the back of 
news that it would hike its monthly membership prices representing the biggest hike since the launch of the 
streaming service more than a decade ago. Other tech-related names such as Facebook, Microsoft and Adobe 
also contributed to the sector gain, up 1.92%, 2.19% and 2.88% respectively. Meanwhile, Financials rose 0.46% as 
better than expected earnings from Citigroup and Wells Fargo pacified market uncertainty. FRC (+10.53%), SPGI 
(+1.00%) and MCO (+2.18%) contributed most to the sector gain. On the flip side, Industrials was in the red, down 
0.55% as trade worries kept gains in check. GWW (+3.93%), ARNC (+3.30%) and HIS (+2.48%) outperformed 
while MAS (-3.30%), JCI (-2.47%) and ECPD (-2.11%) were in the red. 

 EU: The UK’s FTSE was up 0.58% thanks to technology shares which pushed the index higher. IT posted gains of 
1.70%, with all stocks in the green. SGR (+2.03%) was the top performer in the sector. Health Care was up, 

https://ir.citi.com/%2FH9MSGr1pFMHqzRmOJdM5DXksJSwTfV92kr%2F0BDsEX5HjHpHxRPeONTEeMnb8jwXspOetvavJPk%3D


 

climbing 1.05% thanks to SN (+1.30%), HIK (+1.20%) and GSK (+1.19%) which outperformed. Energy was also in 
the green, up 0.68% with 3 out of 4 stocks posting gains, including RDSA (+0.94%) and RDSB (+0.76%).  
Financials also posted gains of 0.30% with III (+2.55%), LSE (+1.80%) and ADM (+1.78%) outpacing the lot. 
Meanwhile, SLA (-1.42%), SDR (-1.31%) and RBS (-1.12%) underperformed. On the flip side, Communication 
Services and Consumer Discretionary were the in red, slipping 0.19% and 0.31% respectively. The Stoxx600 
recovered from the losses of the previous session to climb 0.35%. The top performing sector was Health Care 
which was up 1.29% thanks to EVT (+4.22%), DPH (+3.67%) and WDH (+3.38%). Industrials was also in the 
green, up 0.39%, with SPIE (+4.12%), HAS (+3.74%) and AIR (+2.67%) outpacing the lot. Financials and 
Consumer Discretionary made modest gains of 0.05% and 0.04% respectively. Conversely, Communication 
Services was the only sector in the red, down 0.39% 

Foreign exchange |  AUDUSD 0.71865(-0.46%)  |  DXY 96.1590 (+0.66%)  |  EURUSD 1.1393 (-0.75%) 

 The greenback rose against most of its G10 peers during the overnight session, with the DXY up 0.66% even as 
PPI Final Demand (MoM for Dec) came in at -0.2% v. estimates of -0.1%. USDJPY fell 0.19% to 108.51 as the 
S&P500 rallied through the 2,600 level and investors flocked to safe havens in anticipation of the Tuesday Brexit 
vote.   

 The Euro slid 0.78% to 1.1393 intra-night, breaching the 1.14 level for the first time in a week, as ECB President 
Mario Draghi made a public statement that further government stimulus would be necessary to support domestic 
price pressure. Sterling slid 1.38% to 1.2732 in the overnight session prior to Tuesday’s vote, in what was 
anticipated to be one of the largest Parliamentary defeats for a British government in decades. It was – but the 
pound bounced shortly after the results came in to 1.2771 as at 6:45AM, indicating the degree to which bad news 
was already priced into the pound. As at 6:45AM, Sterling has pared its losses throughout the trading day to little 
changed versus the Euro on the day. Investors have pulled back in their short Sterling positions from a month ago, 
with three-month option prices on GBPUSD and EURGBP showing the cost of hedging has reduced from a month 
ago.  

 The Aussie declined 0.47% to 0.7185 in a choppy day of trading, as Chinese data continued to weigh on investor 
risk sentiment. NZDUSD retreated to 0.6808 after touching a 1m high during Tuesday’s session, to leave the Kiwi 
0.57% lower on the day. 

Commodities | Au 1289.60 (-0.11%) | Oil (WTI) 52.11 (+1.68%) | Cu 2.66 (-0.69%) 

 Oil recovered its lost ground over the course of last night’s trading session, with Brent gaining 1.32%, while WTI 
gained 1.68%. This is following estimates that the US would see declining crude inventories, and despite that the 
US' sanctions on Iran made headlines on news they may not be as strict as previously expected. 

 There was a sell-off in gold overnight, however it recovered ground but fell overall by 0.11%. Base metals were 
mixed, with iron and nickel up 0.23% and 1.43% respectively, as trade outlook for nickel continues to improve as 
analysts believe additional demand from electric vehicles may further exacerbate supply shortages.  

 In Ag, soybeans continued to lose their ground, falling by 1.13% after previous sessions of good performance. In 
addition, wheat also continued to fall by more than 0.63%. This is as Europe’s wheat exports continue to struggle 
amid competition from Russia. 
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 10:30 Aus Westpac Consumer Conf Index (Jan) (104.4 prev) 

 10:30 Aus Westpac Consumer Conf SA MoM (Jan) (0.1% prev)  

  

 

 
  

Overnight Summary  

 

-- Equities -- Last   Chg   %chg 

Dow                24,066   +156   -0.2% 

S&P500              2,610   +28    -0.3% 

Nasdaq             7,024   +118   -0.6% 

Euro Stoxx 3,068   +13   -0.5% 
Shanghai 
Comp. 2,570   +35   +1.4% 



 

Nikkei 20,555   +196   +1.0% 

….SPI (Aust)      5,758   +4   +0.1% 

-- FX --        Last   Chg      %chg 

$A / $US   0.7199   +0.0014   +0.2% 

Yen / $US     108.70   -0.25   -0.2% 

Euro / $US 1.1412   -0.0003   -0.0% 

$A / GBP 0.5601   -0.0038   -0.7% 

A$ TWI 61.40   -0.200   -0.3% 

USDCNH 6.77   0.001   +0.0% 

-- Cmdty --   Last   Chg     %chg 

Aluminium         83.3   -1.1   -1.3% 

Copper             269.5   0.5   +0.2% 

Nickel                519.8   9.5   +1.9% 

Coking Coal 194.0   0.0   +0.0% 

Thermal Coal 97.4   -0.7   -0.7% 

Iron Ore 70.7   -0.8   -1.1% 

Gold  1295.30   +2.20   +0.2% 

Oil…WTI 51.23   -0.36    -0.7% 

Oil..Brent 60.59   -1.31   -2.1% 

Zinc 2492.00   +31.00   +1.3% 

Gas              3.45   -0.14   +15.8% 

-- DLCs --    Last      Chg    %chg 
BHP Billiton 
Plc  1,613   17.0   -1.0% 

Rio Plc 3,902   41.0   -0.2% 

Clydesdale Plc 183   -5.7     +2.4% 
South 32 - 
London 190   -0.5   -0.6% 

-- US listeds -- Last   Chg   %chg 

BHP - adr      47.53     +0.05   +0.1% 

RIO - adr      50.69   +0.17    +0.3% 
Janus 
Henderson 21.13   0.2     -1.3% 

Resmed         115.67     -0.58   -0.5% 

NWS A 12.38    +0.09      +0.8% 

James Hardie 10.82    -0.12      -1.1% 

Bonds Last   Chg   %chg 

US 10 Year 2.71   +0.01     

Aus 10 Year 2.29   -0.03     

Volatility Last   Chg   %chg 

VIX 18.60     +0.55   +3.0% 

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 
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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, 
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 
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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. 

 


