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UK MACRO UPDATE: ANOTHER BIG ELECTION COMING 

Berenberg Macro Flash 

Is a victory for the opposition Labour party in the May 2015 general election becoming more likely? The battle in 

Rochester is one key event that could raise those chances. A ComRes poll last night gave the United Kingdom Independ-

ence Party (UKIP) a 13 point lead over the ruling Conservatives ahead of a 20 November by-election in the Kent constitu-

ency of Rochester and Strood. Until recently Rochester was represented by a Conservative MP. However, that parliamentar-

ian, Mark Reckless, defected to UKIP, triggering a ‘by-election’ to choose the constituency’s representative. Two polls have 

now shown Reckless and UKIP well ahead. 

 

The Conservatives have already lost one parliamentary seat to the anti-EU party, after Douglas Carswell defected and won 

the subsequent election in Clacton. Rochester is much less fertile ground for UKIP – reportedly, the demographics of the 

area mean it is the 271st (out of 650) most UKIP friendly constituency. If Nigel Farage’s insurgent party win there, it would 

pose a serious setback to David Cameron’s chances of winning the next general election (which we already put at less than 

50%). More Conservative defections could follow – again, reports suggest a handful of Conservative MP’s would have a 

better chance of retaining their parliamentary seats if they shifted to UKIP. At the very least, the discussion over more ex-

treme Eurosceptic policies within the Tory party would heat up. 

 

Why does this matter? UKIP is not close to winning power. The Conservatives are planning to pour a lot of resources 

into the Rochester vote in a bid to turn the polls. They may still end up winning. By-elections anyway tend to be more of a 

protest vote than at a general election. In that way by-elections can be closer in nature to European elections; poor guides to 

how the general election will turn out. In the general election, Britain’s skewed first-past-the-post voting system means 

UKIP would do very well to take 10-20 of the 650 parliamentary seats. Nevertheless, UKIPs surge matters because it makes 

an unstable government in the May 2015 general election more likely and because that surge is driving more Eurosceptic 

promises from the governing Conservatives. 

 

Europe is not one of voters’ top concerns and it is impossible for the mainstream parties to outbid UKIP in policies to 

clamp down on immigration. Talking about that erodes support for the main parties, especially the Conservatives who are 

most hurt by UKIP. So rising UKIP strength makes a Labour led government after May 2015 more likely, which would be 

economically damaging in our view. Moreover, the perceived threat from UKIP seems to be driving the Conservatives to 

contemplate more extreme policies. For instance, this week reports suggested Cameron was ready to try and undermine the 

free movement of people within the EU. Suggesting that would rile the UK’s European partners, could poison future nego-

tiations over the UK’s position in the EU, and therefore make Brexit more likely. 

 

It is ironic in a way. A poll yesterday showed British support for remaining in the EU at a 23 year high: 56% to stay in versus 

36% to leave. Yet the political debate, prompted by UKIP, is increasingly focused on whether to leave. Is it chicken or egg? 

Are the polls moving because that debate is turning people away from EU exit, or are the people some way ahead of the 

political elite’s pre-occupations. For instance, according to YouGov 51% of the UK public believe UKIP is, as the YouGov 

question put it, “full of oddballs and extremists.” In fact, support for remaining in the EU has been turning up since mid-

2012, as the Euro-crisis faded and the awful Eurozone headlines appeared on the front pages a lot less. 

 

Whatever the reason for the poll changes, they do motivate our base case. If UKIP wins in Rochester the discussion may 

heat up further. A degree of political uncertainty is here to stay. But seriously disruptive uncertainty is a tail risk, not a cen-

tral case. Markets could live with a Labour led coalition government, especially one constrained by the Liberal Democrats. 

Should the UK proceed with a Brexit referendum, we expect a majority to support continued membership, as current polls 

suggest they would. That is our base case. But there are many ways in which it could go wrong. Politics is one of the top 

risks we see to the UK recovery. 
 


