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BACK FROM THE BRINK: THE IMPACT OF SCOTLAND’S NO  

Berenberg Macro Flash 

 

Scotland stays. The UK will be different, but it will remain one country for the time being. By promising extra powers to 

Scotland within the UK, London has helped to keep Scotland in. But Prime Minister David Cameron may have to pay a 

price for the late promise of more home rule for Scotland. 

 

But the UK has been changed forever by this referendum. The majority of Scot’s have voted to remain in the UK, but 

not under the old status quo. Indeed, it seems that around 45% of Scot’s backed a split with the UK. The nationalist leaders 

in Scotland will claim a strong mandate in future negotiations with the UK over future powers to be devolved to Scotland.  

 

The full results are not yet available. But with 94% of the votes now in, the No’s cannot be caught. So far the results are 

55.4% No, 44.6% yes.  

 

Markets will breathe an immediate sigh of relief. Indeed, sterling already has, rising from 1.62 at the start of the week to 

close to 1.65 now. The pound has recovered most of the ground it lost since YouGov’s surprise poll on 7 September show-

ing the Yes camp ahead. The risk of huge disruption from Scottish independence is gone. Not for good, given the still high 

support for a No in the polls, but for a considerable time. For now markets can return to normal. There will be little impact 

from events over the past two weeks on the UK economy in the near-term. Many people in the UK were in any case apa-

thetic to the Scottish vote. 

 

The result means another referendum is unlikely for the foreseeable future. That is except if the UK were to leave the 

EU. While relief will be the initial response, yesterday’s no vote, however, brings no shortage of risks. For a start, the no is 

more a no to the status quo as well as independence. In any case, Scotland has split almost down the middle on this issue. 

That will be hard to fix. The stronger than expected no vote reduces the risk of another referendum in the future, and the 

risk that uncertainty over Scotland’s position in the union would seriously affect businesses decisions going forward. But it is 

hard to rule out the possibility of another referendum entirely. After all Quebec saw a clear vote against independence from 

Canada in 1980 but held another referendum in 1995. 

 

The UK will become a looser union over the coming years. The Westminster parties now have the herculean task of 

fleshing out and implementing the plan for further devolution – Federalisation – of powers to Scotland that they guaranteed 

to voters during the campaign. The plan they announced before the vote shows every sign of having been written down on 

the back of a napkin. Implementing it will be very tricky. The parties will have to solve the “West Lothian question”: an 

English parliament may be required to balance the additional powers of the Scottish parliament, de facto downgrading the 

current common parliament of the UK. In the meantime, there is likely to be a backlash from MPs against particularly Prime 

Minister Cameron for guaranteeing generous funding and more powers for Scotland without consulting parliament. The 

same may be true for non-Scottish voters. That brings risks with it. 

 

The economic impacts of that backlash do not have to be huge, and there will also be opportunities. There would need 

to be a serious rise in political uncertainty for the economy to be materially hit, and we do not expect that. Devolution, if 

implemented well, could bring benefits while an English parliament, if politician’s set one up, may be more business friend-

ly. We do not expect yesterday’s no vote to lead to a serious surge in support for fringe parties from voters rebelling against 

the extra powers for Scotland. But these risks are worth watching very closely. It is the way in which a no vote could still 

cause economic fall-out. Our report from yesterday ‘UK: Never the same again’, which is attached here, outlines those risks 

and opportunities in more detail. 

 

The risk of Brexit. In the end, a more federal structure for the UK and the fact that pro-EU Scotland stays in the UK 

means our base case still holds: we do not expect the UK to leave the EU even if the UK holds a referendum in 2017. The 
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Conservatives have guaranteed that referendum if they are re-elected in 2015. The Scottish campaign does raise some risks 

though. It has shown how difficult it can be to mount a campaign for the continuation of the status quo. Particularly if that 

status quo has no emotional attachment for most people, which is the case for the British and the EU. Moreover, Euroscep-

tics may be emboldened by Alex Salmond’s tactics. He took the UK to the brink of breakup and got serious concessions in 

return. Eurosceptics may push for the same approach to the EU. Conversely, a rearrangement of powers within a more 

federal UK and the fact that the comparatively EU-friendly Scots stay may also make it easier for the UK to remain an EU 

member in the end. 

 

For more on the European please see the separate email from our Chief Economist, Holger Schmieding, which we will send 

out shortly. 

 

Tories in trouble? The biggest risk to watch out for here is that the smouldering war within the Conservative party be-

tween Eurosceptics and Europhiles, perhaps prompted by Salmond’s tactics or the backlash from the powers now guaran-

teed to Scotland, ignites again before the May 2015 election. That could boost UKIP’s chances, raise the risk of a hung 

parliament or the less business friendly policies of a Labour government.  

 

There are a lot of unknowns. That is the main point after a campaign in which London felt compelled to promise Scot-

land more powers at virtually the last minute to break the pro-independence momentum. What is certain is that the UK will 

change materially as a result of this referendum despite the “no” vote to independence. The uncertainty over Scotland’s 

position and over the position of the UK in Europe will not go away. The risks are worth watching carefully indeed. 
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investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 
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ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 
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any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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