
In this issue of the ISN Coffee House we give a simple 
view of the BREXIT problem.  This past week in 
Switzerland we were asked the simple question many 
times, “What about BREXIT?”  They were not asking 
about the convoluted archaic Parliamentary 
prorogation rules but rather really wanted to 
understand.  Discussing BREXIT with the Swiss is much 
more pleasant than say discussing with the French.  
Switzerland is not a member of the European Union 
despite being surrounded by them meaning that they 
are frequently a “rule taker”. In many ways 
Switzerland’s EU relationship today is what the UK’s 
might become.  So the Swiss are interested in BREXIT 
for their own situation as well as curiosity.

The following commentary is not really for BRITS.  We 
could write a different Coffee House for that audience 
and be ready to receive corrections, amplifications 
and bricks from the readers.  So if you regularly read 
the Tory Telegraph, the Labour Guardian or even the 
LibDem Times, best to have a coffee elsewhere.
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There is an old Irish story that when the 
farmer was asked for directions, he replied 
“If I were going there, I would not start 
from here”  Of course we laugh, however, 
this is an excellent comment about how 
the UK got into the BREXIT mess.

The structure of UK politics at the start of 
BREXIT made a simple solution impossible.

Like the USA ,but unlike many Continental European 
countries, the UK has two dominant parties – the 
Conservatives (Tory Party) and Labour.  The Conservatives are 
generally more right wing capitalists and Labour more left 
wing statists.  Since they both run elections on a manifesto or 
platform voters have a general idea what they stand for.  The 
UK is a Parliamentary Democracy not a US style 
Representative Democracy making the party allegiances 
stronger and more uniform.  On most issues of the day each 
party has a view and is against the view of the other.  This is 
not saying they are obstructive rather that they have a 
different philosophy on issues.



The UK has been a less than enthusiastic member of the 
European Union for many years with problems blamed upon 
Brussels for a variety of situations only sometimes fair. 
https://www.youtube.com/watch?v=laeHsnlP94g Surveys show 
that the UK is perhaps the least integrated member and has the 
most op-outs of EU programs such as the single currency – the 
Euro.  Euroscepticism caused the formation of the UK 
Independence Party UKIP that held significant seats representing 
the UK in the European Parliament.  The successor to the UKIP, 
BREXIT Party, gained 29 seats in the European Parliament in the 
most recent European elections making it the largest single party 
unit.  If one listens to the speeches made by the party leader, 
Nigel Farage, it is easy to see the disconnect between many of its 
supporters in the UK and the European Union strategy for the 
future.  Do you have a listen and feel the problem. 
https://www.youtube.com/watch?v=HhGNoZfvRoA

In many ways the situation became unsustainable so to solve the 
problem the then Prime Minister David Cameron of the 
Conservative Party in February of 2016 called a referendum on 
the resolution that the UK should stay a member of the reformed 
European Union.  He then campaigned for the REMAIN in EU 
position and fully expected a YES referendum result that would 
put an end (maybe) to the squabbling.  To assist in obtaining the 
YES vote he held many discussions with European Leaders to try 
to push for some reforms.  These meeting met with minimal if 
any success.
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The referendum was held in June 2016 resulting in a 
shocking result of the LEAVE position gaining 52% vs 48% 
REMAIN.  This was not the forecasted result.  David 
Cameron was now required to honour the referendum 
and implement a leave policy that he disagreed with.   He 
resigned and Theresa May was elected Prime Minister.  
PM May was also a REMAIN supporter but promised to 
abide by the decision stating that “Leave means leave”.  
The saga continues with difficult negotiations in Brussels 
and a UK Parliament that refuses to approve her 
resignation treaty. Eventually under pressure she resigns 
and Boris Johnson becomes Prime Minister now trying to 
negotiate some leave agreement.

The structure of UK politics at the start of BREXIT made a 
simple solution impossible.  Results from the referendum 
in general showed England voting LEAVE and SCOTLAND 
voting REMAIN.  Further breakdown done by the 
University of East Anglia showed that by political party the 
Conservatives voted 74% LEAVE 26% REMAIN, Labour 64% 
LEAVE 36% REMAIN, Scottish Nationalist Party 2% LEAVE  
(yes, 2%) 98% REMAIN and LibDems 25% LEAVE 75% 
REMAIN.  The Conservative voters with 74% LEAVE one 
would think gave a strong mandate to the Conservative 
members of Parliament.  Other polls showed that the 
Conservative members of Parliament were 65% REMAIN !

https://www.youtube.com/watch?v=laeHsnlP94g
https://www.youtube.com/watch?v=HhGNoZfvRoA


The mathematics and views now clash.  A reasonable 
number of Conservative MPs want to REMAIN and hence 
thwart the LEAVE progress.  The Labour MPs, although 
many favouring LEAVE, will not back any Conservative 
legislation due to Labour party loyalty.  The LibDem
smaller party sense an opportunity and argue for a 
cancellation of the leaving process to stay in the EU.

Voting and procedure tactics show the worse of political 
maneuvering with the Conservatives fearful of a split in 
their supporters, Labour smelling blood, but caught by a 
split in their own party.   Best for them to keep voting 
against the Conservative proposal to gain political image 
advantage.

Meanwhile the Europeans openly state that they must 
make leaving difficult or else other countries might try to 
leave.

The root problem is that unusually there is a required 
piece of legislation that neither party can get passed 
without the bipartisan help of the other party in large 
numbers.  This help is not forthcoming.
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What happens now?

The new PM Boris Johnson is trying to have an election in 
which the parties will campaign on a position toward BREXIT.  
The Conservatives will argue for a LEAVE to respect the 
referendum.  This will cost them some REMAIN votes and 
might gain LEAVE voters from other parties or from people 
who are fed up with the mess.  LibDem will campaign on a 
pure REMAIN cancelling of the Article 50 withdrawal hoping 
to take the REAMIN Conservative and Labour voters.  Labour 
will straddle the fence arguing for a better negotiation.  All 
three think they have a winning formula.  The Conservatives 
must have a very strong LEAVE platform or else the BREXIT 
Party of Nigel Farage will take votes from them.  With a first-
past-the –post system rather than proportional 
representation loss of Conservative votes to BREXIT could put 
in a LibDem or Labour MP.

Probably the Conservatives will find it difficult to hold their 
tribal remain voters balanced by swings to the only true 
Brexit alternative. The LibDems will increase their 
representation with “this time only voters” switching to try to 
stop Brexit.  Labour could be seriously hurt.  All the above 
assumes that somehow the Farage BREXIT party is not active.  
If it is, expect a no majority result and an uneasy coalition.  
Predictions are a fools game when the whole situation is so 
messy.
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The above chart of the FTSE350 covers the lead up to the 
Referendum announcement, the result and the resulting mess. 
Major moves are more inline with international markets, interest 
rate views and growth than the BREXIT politics.  

Perhaps this is because no one is sure if BREXIT is good or bad for 
the UK over the longer term.  Will the UK be depressed due to lack 
of a cooperative near-by market or will it be what Merkel fears of 
a Singapore-on-Thames  (11 Sept 2019).  We analyse the 
economics and the market in our UK Market review coming  at 
Quarter end on our Web site www.Investment-Strategy.net
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ISN Coffee House
Q and some A

• Q – Why a coffee house?
• A – Coffee Houses particularly in the UK and the USA in the 

1600s onwards were meeting places where issues of the day 
and business was conducted.  These eventually led to Lloyds of 
London and the Stock Exchange.  Certainly coffee houses and 
cafes have become more popular in the past few decades.  
Notice the laptops and head-hunters in Starbucks.

• Q – Are those BREXIT figures correct?  Seem extreme.
• A - Yes – for a summary by the author see … 

https://ukandeu.ac.uk/the-eu-referendum-how-did-
westminster-constituencies-vote/

There are links to even more details

• Q – Does the UK Government have a BREXIT web site?
• A - This month, yes this month, the government launched a 

Get Ready for Brexit site with practical information  
https://www.gov.uk/government/news/get-ready-for-brexit-
campaign-launched

• Q – Will there be more ISN Coffee House notes?
• A - Yes although there is no schedule.  They will grow out of 

questions that we are asked and where we have a reasonable 
answer or at least an explanation.

• Q – What is this backstop that has caused such problems?
• A  - Here is a detailed explanation …

• The British government’s version of Brexit involves the UK ultimately leaving 
the single market and customs union, requiring the return of a range of 
checks on goods crossing the border between Northern Ireland and the 
Republic of Ireland. The “backstop” is intended as a standstill placeholder to 
ensure such checks do not have to be imposed between Brexit happening 
with a deal, and the start of a new free trade agreement yet to be 
negotiated between the UK and the EU.

• Theresa May's withdrawal agreement proposed keeping the whole of the UK 
in a shared customs territory with the EU during this period. An alternative 
idea involves only Northern Ireland staying in the EU’s customs territory. That 
would place a customs border in the Irish Sea. May described it as a threat to 
the constitutional integrity of the UK, but the new prime minister, Boris 
Johnson, has opened the current talks by proposing an all-Ireland agri-food 
zone. The suggestion is that he will seek to quietly build on that with further 
NI-only arrangements.

• Given an NI-only backstop was an EU proposal in the first place, the U-turn 
would be warmly welcomed in Brussels, although attempts to give the 
Northern Ireland assembly a veto on its continuation would not be 
acceptable, and the DUP would be unlikely to support the prime minister in 
such a move in parliament.

• If there is a no-deal Brexit, then there is no backstop.

• Above from Daniel Boffey

https://ukandeu.ac.uk/the-eu-referendum-how-did-westminster-constituencies-vote/
https://www.gov.uk/government/news/get-ready-for-brexit-campaign-launched

