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The UK elections resulted in an absolute majority for the Conservatives, against expectations of a hung
Parliament. With 643 of 650 seats declared, the Conservatives obtain 326 seats (306 in 2010), while Labour
lose 28 seats (230 vs 258 in 2010) and Liberal-Democrats lose most of them (8 vs 57 in 2010).  As
expected, the Scottish National Party take most of the seats from the Labour party in Scotland (obtaining 56
seats, 6 in 2010), while the UK Independence party increase significantly the vote share (to 12.6%),
although obtain only 1 MPs.
After the uncertainty over recent weeks about the stability of the future government, the election results
clarify the outlook of economic policy, with the continuation of fiscal consolidation and economic policy more
in general.
Another Conservative-led government has been welcomed by markets. Sterling is marching up and the
FTSE 100 is up more than 100 points in opening trade (around +2%). However, important challenges remain
in sight about the Britain’s future. 
 On a more medium-term perspective, the referendum on an EU exit is probably the most important issue for
the UK economy, with important implications for the rest of Europe. The Conservatives leader has promised
a referendum on a renegotiated status in the EU in 2017 (though it could be put forward), though EC
president Juncker has signaled that there will be no changes in the treaties until at least 2019. Surveys
suggest a significant support for an eventual Brexit, but well under 50% and receding (see chart). Still, the
uncertainty is high as public opinion on the matter could change rapidly in view of the negotiations with the
rest of Europe or even with events in other countries (Greece). In addition, the upsurge of Scottish National
party opens the door to a second independence referendum earlier than the “at least one generation”
mentioned by the former party leader when the referendum was lost. Moreover, the strong pro-European
sentiment in Scotland and the possible anti-EU majority in the rest of the country imply that both issues
could be interrelated. All in all, we think that this uncertainty could start weighing on investment in the short
to medium-term.
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Chart 1

Standard polling on EU membership

Source: ComRes, YouGov, Populus, Opinium, TNS, Panelbase, Survation, Ipsos MORI and Lord Ashcroft Polls

Beyond the EU debate, the UK faces long-term economic challenges, which need to be tackled, such as low
productivity growth, the persistent current account deficit partly due to competitiveness problems and the low
population growth if policies against immigration are hardened (for more detail see our recent presentation: 
UK Ahead of Elections).  
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https://www.bbvaresearch.com/en/publicaciones/uk-ahead-of-elections-political-uncertainties-longterm-challenges/
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This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data,
opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,

regarding its accuracy, integrity or correctness.
Estimations this document may contain have been undertaken according to generally accepted methodologies and should be

considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future performance.
This document and its contents are subject to changes without prior notice depending on variables such as the economic context or

market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision of

any kind.
In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under
no circumstances should they base their investment decisions in the information contained in this document. Those persons or entities
offering investment products to these potential investors are legally required to provide the information needed for them to take an

appropriate investment decision.
The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in cases
where it is legally permitted or expressly authorized by BBVA.

Powered by TCPDF (www.tcpdf.org)

3/3 www.bbvaresearch.com

http://www.tcpdf.org

