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UK and EU agree on new Brexit deal 
 

Negotiators from the UK and 

European Union (EU) have 

agreed on the terms of a 

revised withdrawal agreement 

outlining the terms for the 

UK’s departure from the EU  

 

 

The UK government’s 

parliamentary allies, the 

Democratic Unionist Party 

(DUP), have so far indicated 

they are opposed to this new 

deal. This makes UK 

ratification of the deal more 

difficult 

 

 

Our views 
 

The agreement of a new 

deal pushes the UK one 

step closer to an orderly 

withdrawal from the EU. 

However, political barriers 

remain to prevent the 

deal being implemented. 

For now, we continue to 

apply hedging strategies 

that protect our multi-

asset portfolios from large 

currency fluctuations 
 

EU and UK agree on a new Brexit withdrawal agreement 

Negotiators from the UK and European Union (EU) have agreed on the terms of a revised 

withdrawal agreement outlining the terms for the UK’s departure from the EU.   

Specifically, the amendments to the treaty centre on the “backstop” arrangements that avoid a 

hard border in Ireland if a future trade deal is not agreed upon during the transition period 

(scheduled to end in December 2020 at the earliest).  

In Theresa May’s previous deal, this backstop would keep the UK and EU tied in a customs 

arrangement indefinitely. Critics argued this could hinder the UK’s ability to strike new trade deals. 

Based on media reports, in this updated deal, a hard border in Ireland is avoided by: 

 Only Northern Ireland (NI) would apply the EU’s customs and tariffs rules in practice, 

overseen by the European Court of Justice (ECJ).  

 NI would be aligned to a limited set of rules related to the EU's Single Market, mainly on 

regulation (e.g. for goods)  

At the same time, however, NI is legally in the UK customs territory meaning that NI (as part of the 

UK) can strike new trade deals. NI businesses will be able to apply for rebates from the UK 

government if the UK negotiates lower tariff rates with third party (non EU) countries.  

There will also be a new consent mechanism whereby the Northern Irish assembly approves the 

region’s continued alignment with EU rules. 

DUP so far opposed 

The UK government’s parliamentary allies, the Democratic Unionist Party (DUP), have so far 

indicated they are opposed to this new deal that effectively creates a new customs and regulatory 

border down the Irish Sea. For example, goods crossing from Great Britain to NI that are destined 

for the Republic of Ireland will need to pay the EU tariff rate. There could also be divergence in 

VAT rates between NI and the rest of the UK if NI stays in the EU’s VAT regime.  

Deal still needs to be approved 

For this deal to be implemented, it needs to be ratified by UK parliament. This is far from 

guaranteed given that Boris Johnson’s government has lost its working majority and the DUP 

currently oppose the plan. The opposition Labour Party have also confirmed they will be voting 

against the deal, although some Labour MPs may vote in favour.  

A meaningful vote on the plan (“meaningful” as it is the first step to full ratification) will take place 

on Saturday 19 October. If the deal is approved, it then needs to be legislated upon, before the 

UK officially exits the EU. It is also possible that the deal is approved, but subject to a second 

“confirmatory” referendum (pitching the deal versus a “remain in EU” option, for example).  

If the deal is rejected by parliament, the UK government is then legally obliged to request an 

extension to the “Article 50” deadline of 31 October. It is currently uncertain on what terms the EU 

would accept this extension. A UK general election or second referendum could then follow. 

Investment implications 

The agreement of a new deal pushes the UK 

one step closer to an orderly withdrawal from 

the EU rather than a potentially disruptive “no 

deal” Brexit. This is reflected in the recent 

rally in sterling (Figure 1).  

However, with Brexit uncertainty remaining 

elevated, we believe it is important to actively 

manage currency exposures in our global 

multi-asset portfolios. 

Further developments on Brexit will come on 

19 October and we continue to monitor the 

situation closely. 

 

 

 

Figure 1: Pound sterling (GBP) versus euro (EUR) 

Source: Bloomberg, as of 17 October 2019 
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The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past 
performance contained in this document is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained 
herein should not be relied upon as an indication of future results. Where overseas investments are held the rate of currency exchange may cause the 
value of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than 
those inherent in some established markets. Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, 
have been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other 
protectionist measures imposed or negotiated by the countries with which they trade. These economies also have been and may continue to be affected 
adversely by economic conditions in the countries in which they trade. Mutual fund investments are subject to market risks, read all scheme related 
documents carefully. 
 
The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All non-authorised 
reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The material contained in this document is for general 
information purposes only and does not constitute advice or a recommendation to buy or sell investments. Some of the statements contained in this document may 
be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not guarantees of 
future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a 
result of various factors. We do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results 
could differ from those projected in the forward-looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor 
a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed 
herein are those of HSBC Global Asset Management and are subject to change at any time. These views may not necessarily indicate current portfolios' 
composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual clients' objectives, risk preferences, time horizon, and 
market liquidity. 
 
We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not 
been independently verified. 
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