CIOIVIEW

CIO Flash

August 30, 2019

"BUMPS IN THE ROAD"

/DWS

Marketing Material

Boris Johnson's halfhearted attempt to suspend Parliament looks set to backfire. It may well make

delivering Brexit even harder.

strategy for delivering Brexit .

easier, to secure EU concessions.

IN ANUTSHELL

After weeks of speculation, the UK's relatively new Prime
Minister Boris Johnson has decided to suspend Parliament
for up to five weeks — or "prorogue" Parliament as British
legal parlance puts it. That certainly looks like a radical step;
particularly given that Parliament has barely been sitting
since Johnson became Prime Minister and will only return
from summer recess next week. From an investment per-
spective, though, there is rather less to the measure than
scary newspaper headlines suggest.

First, that is because Johnson has stopped well short of
some of the most radical options mooted in recent months,
such as preventing Parliament from sitting altogether until
Brexit would supposedly take place on October 31." Mem-
bers of Parliament (MPs) would probably stop sitting around
September 9 and return on October 14. But the Commons
would normally depart for various party conferences any-
way at this time of the year. The actual cut in the number of
days Parliament can sit would probably only be five or six,
under the Johnson plan.

Second, the plan is already being challenged in various
courts.? The new schedule is clearly designed to hinder
attempts by MPs of blocking a disorderly, "No-Deal Brexit."
If the courts rule against the government in at least granting
injunctions while the matter is pending, Johnson could well
end up in a situation where MPs sit precisely on those pre-
cious few days he just tried to take away.

_ Itis becoming increasingly clear that six weeks into the job, Johnson still does not have a clear and coherent
_ By suspending Parliament, Johnson is telegraphing his tenuous grip on power. That will make it harder, not

_ Any Johnson deal would probably require a technical extension of the Brexit date beyond October 31.

Third, Johnson may have badly misjudged the mood in the
broader electorate. Given how firmly the sovereignty of Par-
liament is enshrined in British law and tradition, it is hard to
think of a more sure-fire way to unite the opposition. Within
24 hours of the Johnson announcement, a petition to Parlia-
ment not to prorogue Parliament has gained more than a
million signatures.3 For comparison, a parliamentary petition
to "Leave the European Union (EU) without a deal in March
2019" earlier this year had just over 600,000 signatures.*
Another to "Revoke Article 50 and remain in the EU" gained
more than six million. Wavering MPs will no doubt be keep-
ing a watchful eye on the mood in their own constituencies,
as measured by the number of signatures to the various
petitions compared to their own majority at the last general
election.

Fourth, Johnson has clearly misjudged the mood in his own
party. Thursday saw the resignation of George Young as
government whip in the House of Lords and Ruth Davidson
as leader of the Scottish Conservatives. After the last gen-
eral election, the Tories would have gotten nowhere near a
majority in Westminster without the 12 seats gained in Scot-
land. Those gains were largely due to Ruth Davidson.
Meanwhile, Lord Young is a veteran Tory politician, well
liked and respected in both Houses, and not one of the usu-
al europhile suspects. For him, the timing and length of the
prorogation appears to have been a matter of principle. Lord
Young probably speaks for many others, when talking about

1Partly. that may reflect skilful parliamentary and legal manoeuvres by Johnson’s opponents in recent months, rather than any deliberate decision on his part.
2The House of Commons Library recently produced a helpful briefing on the matter. See: https://researchbriefings files.parliament.uk/documents/CBP-8589/

CBP-8589.pdf
3https://petitionmap.unboxedconsulting.com/’?petit\on:269 157
*https://petition.parliament.uk/petitions/229963
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the "risks of undermining the fundamental role of Parliament
at a critical time in our history." °

Fifth, it is becoming increasingly clear that six weeks into
the job, Johnson still does not actually have a clear and
coherent strategy for delivering Brexit. Instead, he and his
team seem to have decided on two mutually inconsistent
goals. One is to deliver Brexit, "do or die," by October 31, in
order to woo voters leaning towards Nigel Farage's recently
launched Brexit Party. The other is to renegotiate the With-
drawal Agreement and get Brexit done in an orderly fashion.
By suspending Parliament for up to five weeks, Johnson
may effectively be ensuring that he will fail to deliver on one
of those goals — perhaps even both. The prorogation sched-
ule appears designed to give MPs just enough time to vote
on any new version of the withdrawal agreement after Octo-
ber 14, but not enough time to cause mischief. That is prob-
ably too clever by half. Passing the necessary legislation to
accompany an orderly Brexit would probably be impossible
in two weeks.® And any revised deal would need to be
passed by the UK's European partners as well. This would
probably require a technical extension of the Brexit date
beyond October 31.

Sixth and most importantly, team Johnson appears to have
grossly misjudged the mood in most EU capitals. European
policymakers appear as fed up as British voters with the
whole Brexit drama. If "No Deal" happens, few voters or
businesses on the continent appear inclined to blame EU
decision makers. Rather, a disorderly "No-Deal" Brexit is
increasingly seen as a self-inflicted wound, no matter what
the EU does. The focus in Brussels and elsewhere appears
firmly on minimizing the collateral damage. Hence the EU's
insistence on the "Irish Backstop" which the EU sees as its
insurance to prevent border fences on the island of Ireland
while defending the integrity of the single market. Skillful
British diplomacy over the past months might have secured
some movement. But given the experience of the past three
years, the EU 277 understandably fear that whatever they
negotiate with the British government might be voted down
in the House of Commons. By suspending Parliament,
Johnson is telegraphing his tenuous grip on power. We be-
lieve that will make it harder, not easier, to secure conces-
sions — which, in any case, would probably be limited.

OUR UPDATED BREXIT SCENARIO:

To sum up, we doubt the probability of a disorderly "No-
Deal" Brexit has materially gone up. We currently see it at
20%. By ruthlessly running roughshod over established
constitutional conventions, Johnson may inadvertently end
up helping his opponents. What angry MPs now lack in
time, they may well more than make up in terms of motiva-
tion to swiftly find a shared purpose.

By contrast, we acknowledge that our 25% probability of an
orderly but "Hard Brexit " is getting more difficult to defend
by the day. In terms we have been using since 2016, a
"Hard Brexit" would consist of a Johnson version of the
withdrawal agreement getting passed by the Commons,
with the UK largely outside EU jurisdiction. It would probably
be accompanied by a technical extension to implement any
such deal. Given how fluid the situation in Westminster is,
we have not given up on a "Soft Brexit ," a customs union
or membership in the European Economic Area along the
lines of Norway's relationship with the EU. That would be
the sort of Brexit Johnson and Farage actually campaigned
for during the 2016 referendum.

Finally, Boris Johnson and his spin doctor Dominic Cum-
mings seem so focused on winning the daily news cycle
that they appear to be ignoring the pitfalls they are unwit-
tingly creating for themselves in the weeks and months to
come. That does not look like a recipe for delivering Brexit
of any sort, let alone electoral success. It may, however,
well lead to the UK remaining a member of the EU — a sce-
nario to which we currently assign a probability of 40%.
Events of the past few days have, if anything, made contin-
uing membership even more likely.

Back in 1867, Frederic Thesiger, 1st Baron Chelmsford and
Lord Chancellor at the time, described prorogation as "an
idle ceremony, and one which sometimes produced incon-
venience." The Johnson plan will almost certainly produce
plenty of inconvenience — mostly, it increasingly appears, to
his own government. To be fair, he and his team have long
acknowledged there might be "bumps in the road," heading
towards October 31. What is becoming increasingly doubtful
is whether that road actually leads to a Brexit of any sort by
that date.

fhttps://www.po\iticshome.com/news/uK/politicalfpart\es/conservativefparty/borisfjohnson/newsM 06155/blow-boris-johnson-tory
°https://www.instituteforgovernment.org.uk/publications/parliament-role-before-31-october-brexit

"The "EU 27" include all member states of the European Union except for the UK
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* Reflects our assessment of the likelihood of each scenario.
"World Trade Organization
2European Economic Area

The information herein reflects our current view only, is subject to change and is not intended to be promissory or relied upon by the reader. There can be no
certainty that events will turn out as we have opined herein. The scenarios provide a simplified overview only. Paths we judge to be less likely are marked with

doted lines.

GLOSSARY

Article 50 of the Lisbon Treaty
Article 50 of the Lisbon Treaty governs the withdrawal of a
member state from the European Union.

Brexit
Brexit is a combination of the words "Britain" and "Exit" and
describes the exit of the United Kingdom of the European Union.

Conservative Party (Tory)
The Conservative Party, also referred to as "Tories", is a center-
right political party in the United Kingdom.

European Economic Area (EEA)

The European Economic Area (EEA), established in 1992, extends
the European Union's single market to specific non-EU member
countries.

European Union (EU)
The European Union (EU) is a political and economic union of 28
member states located primarily in Europe.

House of Commons
The House of Commons is the lower chamber of the United King-
dom's parliament.

House of Lords
The House of Lords is the upper house of the Parliament of the
United Kingdom.

World Trade Organization (WTO)

The World Trade Organization (WTO) is an international organiza-
tion based in Switzerland, which regulates commerce between
nations through mutually agreed rules.
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IMPORTANT INFORMATION: EMEA

The following document is intended as marketing communication.

DWS is the brand name under which DWS Group GmbH & Co. KGaA and its subsidiaries operate their business activities. Clients will be
provided DWS products or services by one or more legal entities that will be identified to clients pursuant to the contracts, agreements, of-
fering materials or other documentation relevant to such products or services.

The information contained in this document does not constitute investment advice.
All statements of opinion reflect the current assessment of DWS Investment GmbH and are subject to change without notice.

Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical
performance analysis, therefore actual results may vary, perhaps materially, from the results contained here.

Past performance, [actual or simulated], is not a reliable indication of future performance.

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This market-
ing communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading
prior to the publication of financial analyses.

This document and the information contained herein may only be distributed and published in jurisdictions in which such distribution and
publication is permissible in accordance with applicable law in those jurisdictions. Direct or indirect distribution of this document is prohibited
in the USA as well as to or for the account of US persons and persons residing in the USA.

DWS Investment GmbH 2019

IMPORTANT INFORMATION: UK

Issued in the UK by DWS Investments UK Limited. DWS Investments UK Limited is authorised and regulated by the Financial Conduct Au-
thority (Registration number 429806).

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS
brand are specified in the respective contracts, sales materials and other product information documents. DWS, through DWS Group GmbH
& Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in good faith and
on the following basis.

This document is a financial promotion and is for general information purposes only and consequently may not be complete or accurate for
your specific purposes. It is not intended to be an offer or solicitation, advice or recommendation, or the basis for any contract to purchase
or sell any security, or other instrument, or for DWS to enter into or arrange any type of transaction as a consequence of any information
contained herein. It has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor.

This document does not identify all the risks (direct and indirect) or other considerations which might be material to you when entering into a
transaction. Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser,
whether the investments and strategies described or provided by DWS, are suitability and appropriate, in light of their particular investment
needs, objectives and financial circumstances. We assume no responsibility to advise the recipients of this document with regard to chang-
es in our views.

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy,
completeness or fairness of such information and it should not be relied on as such. DWS has no obligation to update, modify or amend this
document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection, forecast or estimate set
forth herein, changes or subsequently becomes inaccurate.

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS.
The relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with
respect to any tax implications on the investment suggested.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates,
projections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author's
judgment as of the date of this document. Forward looking statements involve significant elements of subjective judgments and analyses
and changes thereto and/ or consideration of different or additional factors could have a material impact on the results indicated. Therefore,
actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the
reasonableness or completeness of such forward looking statements or to any other financial information contained in this document.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS.
© DWS 2019

IMPORTANT INFORMATION — APAC

DWS is the brand name of DWS Group GmbH & Co. KGaA. The respective legal entities offering products or services under the DWS
brand are specified in the respective contracts, sales materials and other product information documents. DWS Group GmbH & Co. KGaA,
its affiliated companies and its officers and employees (collectively “DWS Group”) are communicating this document in good faith and on the
following basis.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor.
Before making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the
investments and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives
and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, rec-
ommendation or solicitation to conclude a transaction and should not be treated as giving investment advice.

DWS Group does not give tax or legal advice. Investors should seek advice from their own tax experts and lawyers, in considering invest-
ments and strategies suggested by DWS Group. Investments with DWS Group are not guaranteed, unless specified.
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Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income
and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any
point in time. Furthermore, substantial fluctuations of the value of the investment are possible even over short periods of time. The terms of
any investment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents.
When making an investment decision, you should rely on the final documentation relating to the transaction and not the summary contained
herein. Past performance is no guarantee of current or future performance. Nothing contained herein shall constitute any representation or
warranty as to future performance.

Although the information herein has been obtained from sources believed to be reliable, DWS Group does not guarantee its accuracy, com-
pleteness or fairness. No liability for any error or omission is accepted by DWS Group. Opinions and estimates may be changed without
notice and involve a number of assumptions which may not prove valid. All third party data (such as MSCI, S&P, Dow Jones, FTSE, Bank of
America Merrill Lynch, Factset & Bloomberg) are copyrighted by and proprietary to the provider. DWS Group or persons associated with it
may (i) maintain a long or short position in securities referred to herein, or in related futures or options, and (ii) purchase or sell, make a
market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation.

The document was not produced, reviewed or edited by any research department within DWS Group and is not investment research. There-
fore, laws and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions
expressed by other DWS Group departments including research departments. This document may contain forward looking statements.
Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical perfor-
mance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking
statements involve significant elements of subjective judgments and analyses and changes thereto and/or consideration of different or addi-
tional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the results
contained herein. No representation or warranty is made by DWS Group as to the reasonableness or completeness of such forward looking
statements or to any other financial information contained herein.

This document may not be reproduced or circulated without DWS Group’s written authority. The manner of circulation and distribution of this
document may be restricted by law or regulation in certain countries, including the United States.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be con-
trary to law or regulation or which would subject DWS Group to any registration or licensing requirement within such jurisdiction not currently
met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe,
such restrictions.

Unless notified to the contrary in a particular case, investment instruments are not insured by the Federal Deposit Insurance Corporation
("FDIC*) or any other governmental entity, and are not guaranteed by or obligations of DWS Group.

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited and the content of this document has not been reviewed by
the Securities and Futures Commission.
© 2019 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited and the content of this document has not been reviewed by
the Monetary Authority of Singapore.
© 2019 DWS Investments Singapore Limited

Publisher: DWS Investment GmbH, Mainzer Landstrale 11-17, 60329 Frankfurt am Main, Germany
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