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Brexit Commentary 

Thursday’s historic “Leave” vote in the UK will have 

both immediate and long-term consequences for 

the global economy and financial markets. The 

initial flight-to-quality reaction across asset classes 

has been exacerbated by the market’s misplaced 

confidence in a “Remain” victory leading up to the 

vote. Stock markets around the world rallied this 

week while the British pound strengthened. This 

action has swiftly reversed with the global equity 

markets off, bond yields plummeting, and the 

pound dramatically weaker. Not surprisingly, gold 

has rallied. The vote has clearly caught markets on 

the wrong foot. 

This immediate reaction has been swift but is likely 

to reverberate across time zones in the coming 

days. Perhaps the three most immediate questions 

will be: What will a new government in the UK look 

like? Will the EU offer to renegotiate more 

favorable membership terms in light of the “Leave” 

victory? How soon will the UK invoke Article 50 to 

begin the withdrawal process? These questions will 

bring a high degree of uncertainty and may 

continue to pressure asset values globally, but 

more directly across Europe and the UK.  

The longer-term implications of the “Leave” vote 

are more difficult to handicap. For the immediate 

future, the UK will continue to exist under EU law 

throughout the withdrawal process. However, 

businesses will quickly begin assessing the new 

landscape of how they will operate outside of EU 

oversight post-withdrawal. This uncertainty will be 

just another headwind constraining activity across 

Europe in a period where organic growth has 

already been difficult to find. The developed 

economies of the U.S., Japan, and Europe have 

been unable to come up with a catalyst to shock  

 

growth meaningfully higher. The “Leave” vote will 

make finding this catalyst even more difficult. 

Perhaps more damaging will be the longer-term 

effects on the European Union. Given that euro-

skepticism has been on the rise, the precedent set 

by the Brexit vote may compel other EU members 

to contemplate withdrawal. Unless EU leaders can 

better unify their members in both philosophy and 

policy, the union could face a more existential 

threat in the years to come. In this regard, the EU is 

likely to be an onerous counterparty in the UK 

withdrawal negotiations, if only as a deterrent to 

other nations. This again will bring more 

unknowns, more uncertainty, and more volatility 

across assets. 

In the coming days, investors will be buffeted by 

conflicting data, new risks, and wild price swings. 

The macroeconomy, already laboring under sub-

par growth, may stumble again. But asset price 

volatility is often an overreaction to the underlying 

economic fundamentals which evolve more slowly. 

Activity across the UK and Europe will not come to 

a standstill. Companies will continue to produce 

and employ – despite the clouded outlook. Central 

banks will likely supply additional liquidity to act as 

a firewall against further contagion. And policy 

makers will quickly seek to address areas of acute 

vulnerability. The next few days will certainly test 

investors’ tolerance for risk. 

It is also a time to review portfolios and reassess 

the opportunities a Brexit vote may uncover. For 

starters, extreme price moves bring with them the 

chance to rebalance and reset portfolio allocations. 

Stock valuations, which have been elevated 

recently, will look more reasonable. Plunging bond 

yields will result in previously unthinkable (and 
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perhaps temporary) gains in fixed income 

allocations. While rebalancing can’t prevent losses, 

it helps to mitigate a potentially larger problem – 

the risk that the portfolio wanders too far from its 

long-term risk/return objectives. The market 

calamity following Brexit may also provide a good 

opportunity for investors to assess their true risk 

tolerance. “Can I live with this level of volatility?  

Do I have the stomach for this?” This type of 

financial self-assessment can only be done during 

periods of actual losses. It cannot be simulated in a 

lab or understood from the textbooks. For those 

investors unfazed by these market gyrations, what 

ideas have emerged? Which assets now look cheap 

and can be purchased “on sale”? Which assets 

have become more overpriced and can be shunned 

or trimmed? It is almost a cliché to say that 

“volatility presents opportunity”, but market 

dislocation can bring new ideas into sharper focus. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The long-term political, economic, and financial 

repercussions of the “Leave” vote are incalculable 

at this point. But markets adapt. Policymakers 

adjust. Businesses will change course while they 

continue to seek profits. Prices will reset. 

Opportunities will emerge. Market volatility 

brought on by the UK’s historic Brexit vote is no 

excuse to disengage from portfolio planning. 

Investors who are willing to look forward, with one 

eye on the opportunities and one eye on their 

goals, will be more likely to realize both.  
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Any opinions or forecasts contained herein reflect the subjective judgments and assumptions of the authors only. There can be no assurance that developments will 
transpire as forecasted, and actual results may vary. Other industry analysts and investment personnel may have different views and make different assumptions. 
Accuracy of data is not guaranteed, but represents best judgment, as derived from a variety of sources. The information is subject to change at any time without 
notice. 
 
This report does not constitute investment advice and should not be construed as a recommendation for investment action. This report may contain references to 
third party copyrights, indexes, and trademarks, each of which is the property of its respective owner. Such owner is not affiliated with Natixis Global Asset 
Management or any of its related or affiliated companies (collectively “NGAM”) and does not sponsor, endorse or participate in the provision of any NGAM services, 
funds or other financial products. 
 
Index information contained herein is derived from third parties and is provided on an “as is” basis. The user of this information assumes the entire risk of use of this 
information. Each of the third party entities involved in compiling, computing or creating index information disclaims all warranties (including, without limitation, any 
warranties of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to such 
information. 
 
 
NGAM Distribution, L.P. is a limited purpose broker-dealer and the distributor of various registered investment companies for which advisory services are provided by 
affiliates of Natixis Global Asset Management, S.A. 
 

NGAM Distribution, L.P. is located at 399 Boylston St., Boston, MA 02116. 
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This communication is for information only and is intended for investment service providers or other Professional Clients. This material may not be 
distributed, published, or reproduced, in whole or in part. Although Natixis Global Asset Management believes the information provided in this material 
to be reliable, it does not guarantee the accuracy, adequacy or completeness of such information. The analyses and opinions referenced herein represent 
the subjective views of the author as referenced and are subject to change. There can be no assurance that developments will transpire as may be 
forecasted in this material. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Outside the United States, this communication is for information only and is intended for investment service providers or other Professional Clients. This 
material may not be distributed, published, or reproduced, in whole or in part. Although Natixis Global Asset Management believes the information provided 
in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy or completeness of such information. 
The analyses and opinions referenced herein represent the subjective views of the author as referenced, are as of June 24, 2016 and are subject to change. 
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In the EU (ex UK): This material is provided by NGAM S.A. 
or one of its branch offices listed below. NGAM S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du Secteur 
Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of NGAM S.A.: 2, rue Jean Monnet, L-2180 
Luxembourg, Grand Duchy of Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered office: 21 quai d'Austerlitz, 75013 Paris. Italy: 
NGAM S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, 
Italy. Germany: NGAM S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 
7. Floor, Frankfurt am Main 60322, Germany. Netherlands: NGAM, Nederlands filiaal (Registration number 50774670). Registered office: World Trade 
Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. Sweden: NGAM, Nordics Filial (Registration number 
516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España. 
Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain. In the UK: Approved for use by NGAM UK Limited, authorized and regulated by the 
Financial Conduct Authority (register no. 190258). Registered Office: NGAM UK Limited, One Carter Lane, London, EC4V 5ER. In the DIFC: Distributed in and 
from the DIFC financial district to Professional Clients only by NGAM Middle East, a branch of NGAM UK Limited, which is regulated by the DFSA. Related 
financial products or services are only available to persons who have sufficient financial experience and understanding to participate in financial markets 
within the DIFC, and qualify as Professional Clients as defined by the DFSA. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, 
DIFC, Dubai, United Arab Emirates. In Singapore: Provided by NGAM Singapore (name registration no. 53102724D), a division of Natixis Asset Management 
Asia Limited (company registration no. 199801044D).  Natixis Asset Management Asia Limited is authorized by the Monetary Authority of Singapore and 
holds a Capital Markets Services License to provide investment management services in Singapore. Registered address of NGAM Singapore: 10 Collyer Quay, 
#14-07/08 Ocean Financial Centre, Singapore 049315. In Taiwan: This material is provided by NGAM Securities Investment Consulting Co., Ltd., a Securities 
Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C and a business development unit of Natixis Global Asset 
Management. Registered address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106 (Ruentex Financial Building I), R.O.C., 
license number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777. In Japan: Provided by Natixis Asset Management Japan Co., Registration No.: Director-
General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and 
investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo. In 
Hong Kong: This document is issued by NGAM Hong Kong Limited and is provided solely for general information only and does not constitute a solicitation 
to buy or an offer to sell any financial products or services. Certain information included in this material is based on information obtained from other sources 
considered reliable. However, NGAM Hong Kong Limited does not guarantee the accuracy of such information. Please note that the content of the above 
website has not been reviewed or approved by the HK SFC. It may contain information about funds that are not authorized by the SFC. In Australia: This 
document is issued by NGAM Australia Pty Limited (NGAM Aust) (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of 
financial advisers and wholesale clients only and does not constitute any offer or solicitation to buy or sell securities and no investment advice or 
recommendation. Investment involves risks. This document may not be reproduced, distributed or published, in whole or in part, without the prior approval 
of NGAM Aust.  Information herein is based on sources NGAM Aust believe to be accurate and reliable as at the date it was made. NGAM Aust reserve the 
right to revise any information herein at any time without notice. In Latin America: This material is provided by NGAM S.A. In Mexico: This material is 
provided by NGAM Mexico, S. de R.L. de C.V., which is not a regulated financial entity with the Comisión Nacional Bancaria y de Valores or any other 
Mexican authority. This material should not be considered an offer of securities or investment advice or any regulated financial activity.  Any products, 
services or investments referred to herein are rendered exclusively outside of Mexico. In Uruguay: This material is provided by NGAM Uruguay S.A., a duly 
registered investment advisor, authorised and supervised by the Central Bank of Uruguay.   Registered office: WTC – Luis Alberto de Herrera 1248, Torre 3, 
Piso 4, Oficina 474, Montevideo, Uruguay, CP 11300. In Colombia: This material is provided by NGAM S.A. Oficina de Representación (Colombia) to 
professional clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are 
rendered exclusively outside of Colombia. 
 
Each above referenced entity is a business development unit of Natixis Global Asset Management, S.A., the holding company of a diverse line-up of 
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In Canada: Furnished by NGAM Distribution, L.P. ("NGAM Distribution"), with its principal office located in Boston, MA, is not registered in Canada and 
any dealings with prospective clients or clients in Canada is in reliance upon an exemption from the dealer registration requirement in National 
Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. There may be difficulty enforcing legal rights against 
NGAM Distribution because it is resident outside of Canada and all or substantially all of its assets may be situated outside of Canada. The agent for 
service of process in Alberta is Borden Ladner Gervais LLP (Jonathan Doll), located at Centennial Place, East Tower, 1900, 520 - 3rd Avenue SW, Calgary, 
Alberta T2P 0R3. The agent for service of process in British Columbia is Borden Ladner Gervais LLP (Jason Brooks), located at 1200 Waterfront Centre, 200 
Burrard Street, P.O. Box 48600, Vancouver, BC V7X 1T2. The agent for service of process in Ontario is Borden Ladner Gervais LLP (John E. Hall), located at 
Scotia Plaza, 40 King St. W, Toronto, ON M5H 3Y4. The agent for service of process in Quebec is Borden Ladner Gervais LLP (Christian Faribault), located 
at 1000 de La Gauchetiere St. W, Suite 900, Montreal, QC H3B 5H4. This is not and should not be considered as an offering of securities or services to any 
person residing in Canada. Nothing contained herein shall constitute an offer or solicitation to any person residing in Canada. Subject to the restrictions 
of applicable Canadian securities laws. In the United States: Furnished by NGAM Distribution L.P., 399 Boylston St., Boston, MA 02116. Natixis Global 
Asset Management consists of Natixis Global Asset Management, S.A., NGAM Distribution, L.P., NGAM Advisors, L.P., NGAM S.A., and NGAM S.A.’s 
business development units across the globe, each of which is an affiliate of Natixis Global Asset Management, S.A. The affiliated investment managers 
and distribution companies are each an affiliate of Natixis Global Asset Management, S.A. In the United States and Canada: This document may contain 
references to third party copyrights, indexes, and trademarks, each of which is the property of its respective owner. Such owner is not affiliated with 
Natixis Global Asset Management or any of its related or affiliated companies (collectively “NGAM”) and does not sponsor, endorse or participate in the 
provision of any NGAM services, funds or other financial products. The index information contained herein is derived from third parties and is provided on 
an “as is” basis. The user of this information assumes the entire risk of use of this information. Each of the third party entities involved in compiling, 
computing or creating index information, disclaims all warranties (including, without limitation, any warranties of originality, accuracy, completeness, 
timeliness, non infringement, merchantability and fitness for a particular purpose) with respect to such information. 
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