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Jeremy Corbyn's  unlikely ascendance poses  new ques tions  for British luxury. Image credit: Wikimedia

 
By DANNY PARISI

After the surprise election results in the United Kingdom that saw the Labour Party win far more seats than any
anticipated and a hung Parliament, British luxury is now trying to frantically decide how this new paradigm will
affect the industry.

The primary issue of a hung parliament is the uncertainty and difficulty in making strong decisions. With Brexit on
the horizon poised to have a major effect on every aspect of the British economy, especially the luxury industry, a
hung parliament could make negotiating a favorable deal difficult.

"Hung parliaments make passing legislation extremely difficult for the party in power, as all the other parties can
team up and prevent any laws it wants to pass," said James Trescothick, senior global strategist at easyMarkets,
Majuro, Marshall Islands. "The sterling is likely to crash on this outcome."

Hung parliament
Before the U.K. general election June 8, many had predicted a blowout for Theresa May and the Conservative Party.

In fact, Ms. May was among them, calling the election herself with the anticipation that they could ride the Brexit
wave and increase their majority in Parliament. Instead, the Conservatives took a crushing blow, losing their majority
and giving up many major seats to Labour, resulting in a hung Parliament.

While few expected Jeremy Corbyn to completely sweep the election, the extent of his party's victories severely
unsettled the political climate of the U.K.

After the election, the pound sterling saw its biggest one-day drop in eight months after the surprise showing from
Labour. While young voters and working class people were ecstatic, the market itself was less than jubilant.
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Brexit negotiations with Brussels are looming. Image credit: Wikimedia

Overall, the sterling dropped .66 percent to the dollar and stabilized around that area.

Additionally, business confidence in the U.K. dropped massively. A BBC poll found that many business owners
displayed a "dramatic drop" in confidence.

As far as luxury goes, the primary concern now is how negotiations over Brexit will be handled given that a hung
Parliament will be less equipped to negotiate terms.

Negotiations are coming up soon, and without unified leadership, the U.K.'s break with the European Union could
result unfavorably.

Ms. May backed a "hard Brexit" in which all official ties were cut with the EU, but now a softer Brexit may be on the
horizon with more links maintained between the two.

Economic uncertainty
As far as how this will affect the luxury world, the consequences are still unclear.

A weaker pound usually means an upsurge in tourism, as the U.K. saw after the initial Brexit referendum sent the
sterling plummeting.

This will be good in the short-term, but over time, the lack of smooth relations with the EU could hamper luxury travel
and production, as trade tariffs will be enacted and free movement restricted.

Some areas have seen success since the Brexit vote, including the share of luxury spend in the U.K. coming from
Chinese travelers.

Another Scotland referendum seems unlikely with SNP's losses. Image credit: SNP

Chinese travelers' spending on luxury goods in the U.K. rose significantly after the country voted to leave the
European Union, according to a report from Fung Global (see story).

Another area that has been affected by the results of this election is Scotland. A few weeks ago, Scottish resistance to
Brexit made another referendum on independence from the U.K. seem likely, but after steep losses for the Scottish
National Party, another referendum is unlikely.

The U.K. election may have singlehandedly kept the kingdom together when its dissolution seemed more likely
every day.
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With the Ms. May and the Conservatives suffering a serious defeat and uncertainty facing Parliament, negotiations
for Brexit and its accompanying effect on luxury just got a bit more complicated.

"With this result securing any deal with the EU will prove to be very difficult as any set direction for negotiations will
be lost amongst all the bickering that will very likely occur between all the parties in the commons," easyMarkets' Mr.
Trescothick said. "The GBP/USD rate could once again fall as low as $1.20."
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