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MARKET INSIGHT
GBP/USD HIT 20-MONTH LOW & GBP/EUR 
TOUCHED YTD LOWS

BREXIT DEAL VOTE – NEW DATE PENDING
PLANNING AHEAD STILL VITAL FOR THE “MEANINGFUL VOTE”

THE UPDATED SITUATION
• As previously reported, last month, the UK and EU finally reached a deal in principle on the Brexit withdrawal 

agreement and the political declaration relating to future relations. The draft deal was approved by UK Cabinet 
members and separately by EU leaders at a special Brexit summit.

• Widespread criticism over the proposal triggered ministerial resignations, increased political turmoil and caused 
Sterling to decline 3% versus the US dollar within two weeks. 

• UK PM Theresa May still needs parliamentary approval of the deal after postponing the Dec 11th vote, admitting the 
deal would have been rejected by a large margin. Sterling reacted to this news by plunging to a 20-month low near 
$1.25 against the US Dollar and fell nearly 2% against most other major currency rivals as a result.

• The PM was hoping to renegotiate the deal with the EU (depicted in Scenario 3 on page 2) but EU leaders refused to do 
so. A leadership contest against Ms May has now been triggered by Conservative lawmakers, plunging the UK into more 
political disarray (Scenario 4). As the political uncertainty deepens, increased volatility threatens and there is a 
mounting risk of Sterling spiralling even lower.

REMINDER OF THE MATHS
• 639 active lawmakers
• 320 votes for a simple majority to pass this legislation
• 314 active Conservative MPs - a small group of pro-EU Conservatives & the ERG* are expected to vote against it
• 10 DUP MPs are unlikely to support the legislation
• 253 Labour Party MPs - official position is to oppose the deal, therefore any votes for it will be pivotal for Ms May

On this basis the government could be around 80 votes short of a majority. In this instance, Theresa May has up to 21 days 
to return to parliament and set out what she plans to do next.
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Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

Outcome
• MPs vote in favour of 

Brexit deal
• MPs vote against the Brexit 

deal + May resigns
• MPs vote against the Brexit 

deal + May renegotiates 
• MPs vote against the Brexit 

deal + leadership challenge
• MPs vote against the Brexit 

deal + no confidence vote

What this 
means

• Against the odds, Theresa 
May wins the “meaningful 
vote” - the path to the UK 

leaving the EU is clear

• Although again unlikely, Ms 
May could resign as this is 

the only deal the PM 
believes is achievable

• PM May attempts to 

renegotiate. Although the 

EU has already expressed 

that this deal is the best and 

only offer on the table.

• There is a chance that 48 
MPs will demand a vote of 

no confidence in May’s 
leadership, triggering a vote 

among all Tory MPs

• Labour lays a motion of no 
confidence in the 

government, seeking to take 
control of the UK - possibly 

resulting in a general 
election

Potential 
Currency 
Impact

• GBP/USD to jump back 
above $1.30 and then 

potentially target $1.32

• GBP/EUR to target €1.15

• GBP/USD could fall towards 
$1.2350 on increased 
political uncertainty 

• GBP/EUR falls below €1.10

• Likely volatile reaction, but 
currency remains within 

familiar trading range (see 
page 4)

• GBP/USD could fall towards 
$1.2350 on increased 
political uncertainty

• GBP/EUR falls towards 
€1.0850

• Markets price in a potential 
new political landscape and 

GBP/USD plunges below 
$1.25

• GBP/EUR falls below €1.10

Considerations

• With Britain all but sure to 
leave the EU on March 

29th, the future still poses 
lots of uncertainty, which 
could continue to weigh 

on Sterling

• Defeat for PM May could 
fatally undermine her 

already fragile position in 
authority. A leadership 

contest may follow

• Ms May might renegotiate  
ahead of the EU summit on 
Dec 13-14, or an extension 

of Article 50 might be 
proposed

• It is unlikely PM May will be 
voted down from her 

position. An extension of 
Article 50 might then be the 

PM’s next move

• Labour have 14 days to 
prove, by a vote, that it 

could form a government. 
However, support of the 

DUP is needed, which 
currently looks uncertain

BREXIT DEAL VOTE SCENARIO GUIDE
THE OUTCOMES THAT MATTER 

MARKET INSIGHT
GBP/USD HEADED FOR $1.23 or $1.32? 

Unprecedented times - it should be noted that if this Brexit deal is rejected, Sterling can still potentially appreciate. This may happen because the small probability of a second referendum, and 
the subsequent chance of ‘no Brexit at all’ may increase. However, if economists see the probability of a ‘chaotic no-deal Brexit’ increasing, history suggests Sterling should depreciate sharply. !
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UPDATED EXCHANGE RATE ANALYSIS
KEY SUPPORT AND RESISTANCE PRICE LEVELS TO WATCH 

MARKET INSIGHT
VOTE TO TRIGGER NEW TRADING RANGE?

GBP/USD  What You Need to Know GBP/EUR  What You Need to Know

• Comments: A 15% range YTD, plunging a huge 18.5 cents from the high of $1.4376 back in 

April. A break of the $1.27 support zone sent GBP/USD crashing to $1.25, which has arguably 

become the next area of support, though Sterling remains vulnerable at these low levels.

• Past 90 Day Range: $1.3297 to $1.2696 (4.5%)

• YTD Performance: -6.7% 2018 Average: $1.3392

• Dec 2019 Forecast: $1.37 (12 month Reuters Poll average*)

• Comments: A circa 5-cent range for most of this year, GBP/EUR has ended the day above €1.15 on 

just 4 occasions. The upside potential appears limited compared to the downside risk. Another test of 

the €1.10 floor has supported for the time being, but a sustained break below still threatens.

• Past 90 Day Range: €1.1552 to €1.0996 (5.06%)

• YTD Performance: -2.3% 2018 Average: €1.1312

• Dec 2019 Forecast: €1.15 (12 month Reuters Poll average*)

$1.42/1.43 - ceiling since 
Brexit vote 2016, long-
term resistance

$1.33 - H1 floor & H2 
2018 ceiling, short-term 
resistance

$1.26-$1.27 – 2018 floor, 
medium term  support

$1.22 - 2017 floor & 14-
month low, long-term 
support

€1.15-€1.16 - 2018 
ceiling, long-term 
resistance

€1.1235 - H1 floor, recent 
ceiling, short-term 
resistance

€1.10 - 2018 floor, long-
term support

€1.0750  post 
referendum floor -
long term support
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DO YOU HAVE A CURRENCY STRATEGY? 

Call us now on: 0800 096 1225* 
Email: ukdealers@westernunion.com

business.westernunion.co.uk  

* The cost of your call will vary depending on your network provider and it’s likely calls from mobile phones will be considerably more. We strongly recommend you check with your network provider for potential costs.

The information contained within this presentation does not constitute financial advice or a financial recommendation. The information set out in this presentation is general in nature and has been prepared without taking into account 
your objectives, financial situation or needs. 
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