
 
 
 

 

June 24, 2016 

Market Update: Great Britain Votes to Leave the European Union 
Global Stock Markets, Currencies and Commodities Are Down Meaningfully on British Vote to 
Exit the EU. But This is Not a “Lehman Brothers” Moment. 

As you may know already, the United Kingdom voted yesterday to exit the European Union (referred to as BREXIT in 
the press). As one would expect, global financial markets are reacting negatively to the outcome of the vote. While the 
result had remained very difficult to call, investors had in recent days been giving the edge to a “Remain” vote and 
markets rallied leading up to the vote. The ultimate “Leave” result has clearly been a major shock to the global political 
and financial landscape.  

In anticipation of the possibility that this scenario could unfold, as well as in recognition of other headwinds that the 
global economy, policy makers and companies face, we have recently been cautious on “risk” assets.  We have 
deliberately positioned client portfolios to withstand increased volatility by, amongst other things: 

- Constructing our fixed income allocation as protectively as it has been in years, to act as a counter-balance to 
downdrafts in equites and other growth assets. 

- Maintaining meaningful positions in more defensively positioned equity managers, with a focus on capital 
preservation and significant cash balances that they can opportunistically put to work as valuations become 
more attractive. 

Due to these and other risk management strategies, we are in a good position to be able to add risk to client portfolios if 
market conditions worsen. For now, we will continue to thoughtfully and carefully assess both the near term and long 
term prospects for global economies, political institutions, and asset classes while considering tactical shifts that may 
be appropriate if further dislocations occur.  

To be clear, the EU referendum does not automatically entail legislative action. So, questions remain as to when, how, 
and if the British parliament will vote to leave the EU. If they do, it seems likely that the economic consequences will 
be mostly negative, certainly in the short term. It may take years to negotiate the UK’s ultimate exit from the EU and 
only time will tell whether the UK will end up better off down the road. In the meantime, the UK Treasury and Bank of 
England have been engaged in extensive contingency planning and have stated they will not hesitate to take additional 
measures if needed.  The UK financial system has been considerably strengthened since the financial crisis and gives 
the banks the flexibility to continue to lend to UK businesses and households. 

The EU will need to deal with the concerns about other countries potentially exiting. The rise of populist policies 
certainly poses risks to growth and stability, perhaps primarily through its chilling effects on economic integration, 
globalization and international trade. But the political desire to keep the Eurozone intact will likely trump these divisive 
forces over the foreseeable future. 

In short, while these developments will undoubtedly continue to create uncertainty and hence heightened volatility in 
the markets for some period of time, we do not believe that this represents a “Lehman Brothers” moment that will 
result in a sudden “stop” to global economic activity.  

We will continue to steward your capital thoughtfully and assess appropriate opportunities to invest for the long term. 

Please do not hesitate to reach out to your wealth management team with any questions or concerns that you may have. 
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All information provided is for informational purposes only. The information presented or discussed is not, and should not be considered, a 
recommendation or an offer of, or solicitation of an offer by, Wetherby or its affiliates to buy, sell or hold any security or other financial product or an 
endorsement or affirmation of any specific investment strategy. Wetherby does not guarantee the accuracy or completeness of information in this report 
and assumes no liability for damages resulting from or arising out of the use of such information. Wetherby Asset Management manages portfolios 
according to each client’s specific investment needs. Therefore, each client’s portfolio has its unique set of circumstances and consequently, investment 
results. Wetherby’s outlook may change if new information is provided by the client or if there are material changes in the market or investment 
recommendations. Past performance is no guarantee of future results. Inherent in any investment is the potential for loss. Information contained in this 
report is from sources believed to be reliable. It should not be assumed that any information contained in this presentation serves as the receipt of, or as 
a substitute for, personalized investment advice from Wetherby Asset Management. To the extent that a reader has any questions regarding the 
applicability of any specific data presented above to her/his individual situation, she/he is encouraged to consult with the professional advisor of his/her 
choosing. A copy of the Wetherby Asset Management’s current ADV2 discussing our advisory services, fees, and other relevant information is available 
upon request. 

 




