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BLACKWELL GLOBAL

Blackwell Global is a global brokerage, aiming to be 
the most trusted financial service provider. We are 
committed to transparency, integrity and service 
excellence.

Founded in 2010, we now have global presence in 
over 90 countries, with main offices in the separately 
regulated markets of Australia, Cyprus, New Zealand 
and the United Kingdom.

We believe that sound investment and trading decisions 
begin with a strong grounding in financial education. 
Our goal is to make this available to everyone - and this 
free eBook is part of that commitment. 

To find out more about Blackwell Global, please visit: 
www.blackwellglobal.com
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BREXIT:
THE HARD
WORK STARTS

FOREWORD

Brexit is undoubtedly a topic that will continue to attract 
the market’s attention in the months ahead. This is 
especially true now that we’ve entered the early stages 
of Brexit negotiations.

The UK now has little under two years to negotiate 
its exit terms with the European Union. It likely to 
be a complex process - and one which could have a 
profound impact on the UK economy and pound.

The purpose of this eBook is simple. We will explore 
what traders can expect from Brexit negotiations and 
how this might affect their trading decisions.

Patrick Latchford
CEO, Blackwell Global Investments (UK) Limited
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WHAT
EXACTLY IS
BREXIT?

THE UNANSWERED QUESTION

As a trader, you need to be aware that Brexit is proving to be a 
very fluid situation. This means that the form Brexit takes is far 
from certain. In fact, it’s something the political classes in the UK 
seem to be undecided on.

At the time of writing (July 2017), the UK seems split on what kind 
of Brexit should be pursued. This was a key topic in the recent UK 
election. In the weeks before polling day, British Prime Minister 
Theresa May seemed to favour something known as ‘Hard Brexit’. 
A key feature of this approach was the UK leaving the European 
single market (something both investors and businesses have 
expressed concern about).

However, the result of the UK general election has changed 
this. Theresa May unexpectedly lost her parliamentary majority 
- meaning that she now leads a minority government which is 
dependent on support from the Democratic Unionist Party (DUP).
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A fragile minority government means that Theresa May needs 
to be open to compromise with other parties. When it comes to 
Brexit, many MPs in the House of Commons favour retaining single 
market access - as they believe that will help UK businesses thrive 
and create jobs. Theresa May is now under pressure to deliver a 
form of Brexit that has cross-party backing. 

Theresa May’s weakened position has not gone unnoticed in 
Brussels. The European Union is keen to make progress with the 
negotiations, despite the internal debates taking place in the UK.

So we’re in muddy waters when it comes to defining what the UK 
wants from Brexit. Of course this is one of the major criticisms 
of the 2016 referendum. Some argue that Brexit wasn’t clearly 
defined during the referendum campaign, subsequently leaving 
the UK in a compromised position for Brexit talks.

However, from an economic perspective, there’s one big issue that 
needs to be addressed in the current negotiations - namely future 
trade relations. We’ll explore this in the following sections.
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SINGLE
MARKET 
ACCESS

THE BIG ISSUE

The clear focus for traders in Brexit negotiations involves single 
market access. The markets clearly favour the UK retaining some 
sort of access to the single market. Evidence of this can be seen in 
the aftermath of 2016’s referendum result, which saw the pound 
drop to 31-year lows against the US dollar. 

Investors clearly saw the ‘Leave’ vote as a threat to the UK’s single 
market access - it’s why we saw a significant sell-off of the pound. 
But why does single market access even matter? To answer this 
question, you need to understand what single market access 
actually is.

WHAT IS THE SINGLE MARKET?

The European single market allows members of the European 
Union to trade tariff-free with each other. It also sets a common 
regulatory framework that all members must follow. The advantage 
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of this approach is that each member has access to a common 
market of over 500 million people. Given the close proximity of 
European Union members, the single market can help economies 
develop prosperous export markets. This has been especially true 
for the UK, which is a global leader in a number of industries such 
as financial services and car manufacturing. Having access to the 
single market has also made the UK an attractive proposition to 
foreign investors. Remember, foreign direct investment is one of 
the key drivers of currency price.

One condition of having access to the single market is to accept 
the European Union’s principle of ‘freedom of movement’. This is 
where EU citizens can freely work and live in any member state. 
This policy was criticised in the referendum campaign, as particular 
attention was given to the UK’s level of immigration and pressures 
on public services. 

THE UK’S CURRENT POSITION

It’s unclear if the UK will try to attempt to negotiate access to the 
single market at this time. The only realistic scenario in which 
the UK could get access to the single market is if it agreed to 
the freedom of movement principle (Norway currently has this 
arrangement). That is unlikely to be acceptable to a large portion 
of the UK electorate.

If single market access is off the table, negotiations then need to 
centre on what future trading relationship the UK will have with the 
European Union.

blackwellglobal.com

http://blackwellglobal.com


PAGE 7

WHAT LEVERAGE DOES THE UK HAVE?

Those that favour Brexit believe the UK is in a strong position 
to negotiate a free-trade deal with the European Union. It’s 
important to highlight that the UK is one the biggest importers of 
EU products. So the argument that European Union needs the UK 
certainly has merit. 

But the issue is slightly more complex than that. The European 
Union and eurozone are currently enjoying a period of economic 
growth for the first time in a number of years. The election of 
Emmanuel Macron as French president has also added some 
much-needed enthusiasm to the European project. Traders 
need to be aware that the European Union are keen to send a 
clear signal that countries can’t pick and choose the benefits of 
membership. 

There are also other issues at play in these negotiations. Even at 
this early stage, we’ve seen the UK and European Union express 
differences on the Brexit ‘divorce bill’ and status of EU citizens 
living in the UK.

It’s possible that the European Union will look to implement tariffs 
for UK exporters in certain industries. This could give the likes of 
Germany and France a competitive edge over the UK in attracting 
foreign direct investment. Whether this happens in reality remains 
to be seen - but it’s something traders should closely monitor.

IMPLICATIONS FOR THE POUND

The problem with negotiating future trading relations is that 
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it brings prolonged periods of uncertainty. As every trader 
knows, the markets do not like uncertainty as it erodes investor 
confidence.

We expect the pound to be volatile as negotiations unfold. This will 
present some excellent opportunities for intraday traders. Long-
term, we think the pound will retain relative strength, as the UK 
economy has proven to be more resilient than expected following 
the referendum result. Of course, this is subject to change 
depending on how Brexit negotiations progress.

We could also see another UK general election if the current 
minority government proves unstable. Such a scenario could cause 
weakness in the pound, as this will create more uncertainty about 
the UK’s approach to Brexit.
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WHY
BLACKWELL 
GLOBAL?

We can’t pretend that is easy to become a successful trader. But 
we are here to help and support you as you make your trading 
journey, providing dedicated resources such as our demo trading 
accounts and regularly published research materials.

Founded in 2010, Blackwell Global was established to offer 
brokerage solutions for private and institutional clients. Blackwell 
Global is a Straight Through Processing or STP broker who provide 
their clients with superior liquidity and price feeds from top 
international banks. These are offered alongside 24-hour technical 
support, market research tools, educational materials, professional 
partnership programmes and fully integrated trading platforms.

We offer access to multiple asset classes including more than 
60 currency pairs, precious metals and other contracts for 
differences. As a global broker, we are always striving to achieve 
excellence in our customer service, as well as developing 
innovative technology to support our customers needs.
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Today, the Blackwell Global group of companies has a presence in 
over 90 countries, with its main offices situated in the individually 
regulated markets of Australia, Cyprus, New Zealand and the 
United Kingdom.

To find out more about Blackwell Global please go to:

www.blackwellglobal.com

Or contact Customer Support:

Tel: +44 (0)203 695 0898
Email: cs@blackwellglobal.com

Risk Warning: Trading Foreign Exchange (FX) and Contract for Differences (CFD) on margin is highly 
speculative, it carries a high level of risk, and may not be suitable for all investors, so please consider 
your investment objectives, level of experience, financial resources, risk appetite and other relevant 
circumstances carefully. FX and CFDs are leveraged products and you may lose your initial deposit 
as well as substantial amounts of your investment. The high degree of leverage can work against 
you as well as for you. Seek independent advice if necessary. Please read and understand the risk 
disclosure policy before entering any transaction with Blackwell Global Investments (UK) Limited.

Disclaimer: The report provided by Blackwell Global Investments (UK) Ltd is meant for informative 
reading and should not be relied upon as a substitute for extensive independent research and is 
no guarantee of a successful trading outcomes. The opinions expressed in this eBook are do not 
take into account any particular individual’s investment objectives, financial situation, or needs, 
and should not be interpreted as financial advice nor an encouragement to trade any investment 
product.
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