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To Brexit or not to Brexit 
The impact of the UK referendum on asset prices 

 

The following is a commentary by the Wellington Management Company, LLP (WMC). WMC manages the Wellington 
Strategic European Equity Fund, target fund of the BPI European Equity Feeder Fund.   
 
 

“On 23rd June, UK Citizens will vote in a referendum which will decide whether or not the United Kingdom (UK) will remain 
a member of the European Union (EU). The odds of the UK leaving the EU (the so-called Brexit) are low but significant 
enough that political and economic uncertainty is pressuring the UK bond, currency and equity markets. In our view, a vote 
to exit would have profound negative impacts on the UK and the entire EU, creating financial and political spillovers that 
could persist for many years. Anti-EU political parties in many countries have made substantial gains in recent elections, 
and a Brexit could fuel further negative sentiment, raising doubts about the direction and stability of the Eurozone.  
 
In the event of a Brexit, we expect near term volatility to increase across asset classes both in the UK and Europe. We also 
believe that the central banks would be ready to step in with additional liquidity supply to help calm the markets. 
 
In the event of a Remain vote, we see a rally across assets both in the UK and Europe, and some of the companies which 
have seen a sell-off would recover sharply. 
 
Our base case is for UK to remain in the EU. We feel that the citizens of the UK do understand the economic implications 
of an exit. 
 
In terms of accounting for the impact of the Brexit referendum in the portfolio (Strategic European Equity), the team is 
continually thinking through such systematic risks as Brexit. We remain underweight financials and, while we are 
overweight the UK, our holdings include many globally diversified businesses (such as British America Tobacco), health 
care etc., which have a large proportion of their sales coming from outside the UK. 
 
We continue to focus on companies with strong fundamentals which we expect to be less impacted by a vote either way. 
 
We always position the portfolio as best we can for what we see the market opportunity to be. As ever, the focus is on 
finding mispriced future returns on capital and balancing the risks taken across the portfolio. The exact impact of a Brexit 
result is hard to predict and would depend partly on the future agreements the UK enters into with the EU. However, it 
could lead to opportunities in companies that weaken on the news but whose fundamentals are not negatively impacted. In 
any event, the implementation of a Brexit would likely be a slow process, and we would have time to adapt your portfolio to 
the changing conditions.” 
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APPENDIX I:  TERMS FOR PROVISION OF REPORT, DISCLOSURES AND DISCLAIMERS 
 
This report, and any electronic access to it, is restricted to and intended only for clients of Bank of the Philippine Islands Asset Management and Trust Group 
("BPI AMTG") who are institutional investors and who are allowed access thereto (each an "Authorized Person") and is subject to the terms and disclaimers 
below.  
 
IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND DISCLAIMERS SET OUT BELOW, YOU SHOULD 
DISREGARD THIS REPORT IN ITS ENTIRETY AND LET  OR ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO RECEIVE 
SUCH REPORTS. 
 
This report provides information and opinions as reference resource only. This report is not intended to be and does not constitute financial advice, investment 
advice, trading advice or any other advice. It is not to be construed as a solicitation or an offer to buy or sell any securities or related financial products. The 
information and commentaries are also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.  
 
The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons who receive it.  The securities discussed in 
this report may not be suitable for all investors. Readers should not rely on any of the information herein as authoritative or substitute for the exercise of their own 
skill and judgment in making any investment or other decision. Readers should independently evaluate particular investments and strategies, and are encouraged 
to seek the advice of a financial adviser before making any investment or entering into any transaction in relation to the securities mentioned in this report.  The 
appropriateness of any particular investment or strategy whether opined on or referred to in this report or otherwise will depend on an investor’s individual 
circumstances and objectives and should be confirmed by such investor with his advisers independently before adoption or implementation (either as is or varied). 
You agree that any and all use of this report which you make, is solely at your own risk and without any recourse whatsoever to BPI AMTG, its related and affiliate 
companies and/or their employees. You understand that you are using this report AT YOUR OWN RISK. 
 
This report is being disseminated to or allowed access by Authorized Persons in their respective jurisdictions by the BPI AMTG affiliated entity/entities operating 
and carrying on business as a securities dealer or financial adviser in that jurisdiction (collectively or individually, as the context requires, "BPI AMTG"). 
 
BPI AMTG, its related and affiliate companies and/or their employees may have investments in securities of companies mentioned in this report, and may trade 
them in ways different from those discussed in this report.   
 
BPI AMTG and its related and affiliated companies are involved in many businesses that may relate to companies mentioned in this report. These businesses 
include market making and specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and corporate finance.  
 
Except with respect to the disclosures of interest made above, this report is based on public information.  BPI AMTG makes reasonable effort to use reliable, 
comprehensive information, but we make no representation that it is accurate or complete. The reader should also note that unless otherwise stated, none of BPI 
AMTG or any third-party data providers make ANY warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they 
provide and shall not have liability for any damages of any kind relating to such data.   
 
Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information, photographs, graphics, text, images, logos, icons, 
typefaces, and/or other material (collectively “Content”) protected by copyrights, trademarks, or other proprietary rights, and that these rights are valid and 
protected in all forms, media, and technologies existing now or hereinafter developed. The Content is the property of BPI AMTG or that of third party providers of 
content or licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on this report is the exclusive property of BPI AMTG and 
is protected by Philippine and international copyright laws. The reader may not copy, modify, remove, delete, augment, add to, publish, transmit, participate in the 
transfer, license or sale of, create derivative works from, or in any way exploit any of the Content, in whole or in part, except as specifically permitted herein. If no 
specific restrictions are stated, the reader may make one copy of select portions of the Content, provided that the copy is made only for personal, information, and 
non-commercial use and that the reader does not alter or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright 
notices, trademark legends, or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by the fair dealing privilege under 
copyright laws, the reader may not reproduce, or distribute in any way any Content without obtaining permission of the owner of the copyright, trademark or other 
proprietary right. Any authorized/permitted distribution is restricted to such distribution not being in violation of the copyright of BPI AMTG only and does not in any 
way represent an endorsement of the contents permitted or authorized to be distributed to third parties. 
 
Additional information on mentioned securities is available on request. 
 
THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO THE PRESS OR OTHER MEDIA, AND MAY 
NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR TRANSMITTED.  FAILURE TO COMPLY WITH THIS RESTRICTION MAY 
CONSTITUTE A VIOLATION OF SECURITIES LAWS IN THE REPUBLIC OF THE PHILIPPINES. BY ACCEPTING THIS REPORT, YOU AGREE TO BE 
BOUND BY THE FOREGOING LIMITATIONS.  
 
Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply if the reader is receiving or 
accessing this report in or from other than the Philippines. 
 
Analyst Certification: 
 
The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part of the 
research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in the report. 
 
© 2014 Bank of the Philippine Islands Asset Management and Trust Group.  All rights reserved.  Except as specifically permitted, no part of this presentation may 
be reproduced or distributed in any manner without the prior written permission of BPI AMTG. BPI AMTG accepts no liability whatsoever for the actions of third 
parties in this respect. 
 

 


