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The impact of “Brexit” 
June 20, 2016 

 
On Thursday, June 23, 2016, U.K. citizens will vote in a referendum on whether the country should remain a 
member of the European Union or leave. Here is a selection of commentary from CI Investments’ portfolio 
management teams about the implications of the issue for investors.  
 
Signature Global Asset Management 
 
From a long-term perspective, the Brexit vote has more negative than positive implications for the U.K., as 
well as the rest of the EU. The mere fact such a vote is taking place is testament to the wave of uncertainty 
and trepidation that colours the current global environment. It is being fuelled by increasingly vocal and 
successful alternative political voices, from Europe to the U.S.  

Currently, the U.K. already has the best of all worlds because, unlike euro currency nations, it maintains its 
sovereignty over monetary policy, allowing it to competitively devalue against its trading partners.  

Beyond a sudden and large decline in the value of sterling, a vote to leave would have a limited short to 
medium-term economic impact on the U.K., given the current high levels of integration. However, over the 
longer term, a Brexit would reduce investment in the U.K. and employment in multinational firms operating 
in the U.K. 

A Brexit would be negative for the future of the European Union and the 50-plus years of European 
prosperity and peace. For markets, this means continued periods of heightened uncertainty and volatility. 
We believe the premium associated with increased risk – whether political, economic or due to a reversal in 
globalization – has not been adequately priced into markets. We therefore tend to hold more cash, with the 
notion that volatility-induced market declines will create opportunities.  

A referendum vote to remain in the U.K. would offer a respite from the fears over the future of Europe and 
will likely provide a market rally for European bourses that have lagged the U.S. in the past two years. 
However, the dark forces overhanging the future of Europe with the continued rise of right-wing anti-EU 
parties will persist, suggesting that the risk premium for European investments will be justified. Aside from 
large multinationals with global exposure, the Signature portfolios will remain underweight Europe, 
particularly European financials. Investing in U.K.-based multinationals that have been affected by the 
uncertainty over the vote presents an interesting opportunity.  

Cambridge Global Asset Management 
 
The upcoming referendum on whether the U.K. should stay in or leave the European Union has created 
anxiety in financial markets and concern among individual investors. As our supporters know, we do not 
believe we can predict the future. The best we can do is understand the potential outcomes, use that lens to 
search markets for opportunity and work to minimize risk when we are not being paid to take it. What we 
do know is on June 24, the sun will rise, the trains will run, the stores will open and Great Britain will 
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continue to exist. Our job as investors is to be prepared – we need to do the work ahead of these events in 
order to proactively take advantage of any market dislocations. 
 
With this in mind, four members of our team spent a week in the U.K. meeting companies to identify those 
strong business models which will continue to compound value no matter the outcome on June 23. Over five 
days, we met with a dozen selectively chosen companies from a range of industries. I’m happy to say 
meeting these business leaders gives us the confidence to buy shares when an opportunity presents itself. 
 
We did hear that uncertainty has had a near-term impact on the economy; many companies are on hold. 
This has resulted in a slowdown of investment, advertising, financial transactions and general consumer 
spending. Many of these concerns have also been reflected in the stock market, with exporters performing 
much better than domestically focused shares. 
 
While we don’t have the ability to predict the future and we will not “bet” on an outcome one way or 
another, we have seen these events play out before. You may recall when companies in a region were 
ignored because of political issues and in many cases this has been an excellent time to invest, if you follow a 
consistent, bottom-up investment process. We do not believe this situation will be any different, and by 
selectively targeting the business models and leaders we can believe in, we have a shopping list of 
companies ready for investment when short-term uncertainty dislocates market price from the value we 
see. 
 
Harbour Advisors 
 
This week, Britons will vote to decide whether they remain a part of the European Union. The vote, and its 
potential outcome, has already materially affected financial markets, and either choice made this Thursday 
will impact stocks, bonds and currencies. At Harbour, we have been focused on this issue for a number of 
months and are planning for a late night Thursday, as the result should be known by 5 a.m. U.K. time on 
Friday. 
 
A decision to “leave” will undoubtedly roil markets further, and in this outcome we would expect sterling 
and euro weakness (causing the U.S. dollar to rise) and lower bond yields in Europe (causing U.S. rates to 
fall), as uncertainty and the prospect of greater protectionism cause growth expectations across Europe to 
fall. A leave outcome would be one of greater uncertainty and risk, and markets generally react poorly to 
these factors, favouring exposure to “safe” asset classes like cash, bonds, yield equities and perhaps gold. 
 
A “remain” decision would likely have the opposite reaction, causing risk assets to re-engage and 
introducing greater comfort to the investment environment. Markets likely would quickly retrace recent 
weakness. For this possible outcome, we have been compiling a shopping list of companies we’d like to own 
that have been sold off on Brexit fears, and see Friday morning as a potentially attractive entry point for our 
clients. 
 
At Harbour, our objective is not to make a macro call or speculate on the outcome, but to be informed and 
prepared to act once the direction is clear. Harbour clients put a premium on capital protection over the 
potential opportunity cost on missing out on upside, so our bias to this point on Brexit has been to avoid the 
potential impact of a negative outcome. If the vote is leave, we believe we are appropriately positioned for 
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our conservative clients. We’ll be highly engaged on Thursday night and if the outcome presents attractive 
opportunities for our clients’ portfolios, we will act accordingly. 
 
Black Creek Investment Management 
 
“Investors hate uncertainty.” How often do we hear this in the financial community, yet it is our job as 
investors to price into our investments the likely outcomes of future events. As long-term investors in 
market share leading companies, a political event such as the Brexit debate should be largely irrelevant. 
After all, the amount of coffee or beer sold, for example, is not likely to materially change the next day. So the 
proper question is really whether the long-term fundamentals of investing in companies in the U.K. and 
elsewhere in Europe will change because of this event. 
 
We have very small direct exposure to the U.K., but share prices have fallen all across Europe. Investors have 
done what they always do: Sell first and ask questions later. Many people in the investment industry in 
London are worried for their jobs and families, so this adds a disproportionate effect. 
 
Having studied European history in conjunction with European finance, one observation remains clear: A 
fracturing Europe has led to levels of chaos that may prove unpredictable and has often led to conflict. No 
one wants this. To investors, this would mean lower growth, lower earnings, higher taxes and lower 
valuations. 
 
The majority of our investments in the U.K. and Europe are in global leading companies that have exposure 
to the whole world, not just to the U.K. The short-term effect is truly negligible. So we will likely add to our 
positions or look for new opportunities in depressed equity prices. 
 
 

 

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. 
Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past 
performance may not be repeated. This commentary is provided as a general source of information and should not be 
considered personal investment advice or an offer or solicitation to buy or sell securities. Every effort has been made to 
ensure that the material contained in this commentary is accurate at the time of publication. However, CI Investments Inc. 
cannot guarantee its accuracy or completeness and accepts no responsibility for any loss arising from any use of or 
reliance on the information contained herein. This report may contain forward-looking statements about CI funds, future 
performance, strategies or prospects, and possible future fund action. These statements reflect the portfolio managers’ 
current beliefs and are based on information currently available to them. Forward-looking statements are not guarantees 
of future performance. We caution you not to place undue reliance on these statements as a number of factors could cause 
actual events or results to differ materially from those expressed in any forward-looking statement, including economic, 
political and market changes and other developments. ®CI Investments, the CI Investments design, Cambridge and 
Harbour Advisors are registered trademarks of CI Investments Inc. ™Signature Global Asset Management is a trademark of 
CI Investments Inc. Cambridge Global Asset Management is a business name of CI Investments Inc. used in connection with 
its subsidiary, CI Global Investments Inc. Certain portfolio managers of Cambridge Global Asset Management are 
registered with CI Investments Inc. Published June 2016.  


