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After the result from the UK’s EU 

referendum we now have certainty of 

uncertainty – uncertainty on all fronts 

(financial, economic and political) 

and as a result, markets are likely to 

remain volatile even after sizeable 

initial reactions. The uncertainty is 

naturally greatest in the UK and 

Europe where the longer-term 

economic and political relationship 

will take years to resolve. 

For the most part, financial markets 

are reacting as we expected in light 

of the referendum result, with 

significant moves being seen - risk 

assets selling off and defensive 

assets such as US treasuries,  

gold and safe-haven currencies 

performing well. To some degree, 

these moves will have been amplified 

by the fact that recent more positive 

‘Remain’ polls led to risk assets and 

sterling performing well over the last 

few days, although as we watch the 

markets there has been some moves 

back already reducing some falls.  

For example, global equity markets 

are off about 5% as we speak, with 

the UK down about 5%, Europe 

about 8% and US futures down 3%. 

Sterling (vs. USD) is down almost 6% 

having been down over 10%. 

Having added some defensive 

positions (for example, reducing 

equity risk, buying US TIPS and 

adding to gold) over recent months 

we will be watching the markets 

closely for opportunities that come 

out of volatility, potentially taking 

profits on those defensive assets that 

have performed well and reinvesting 

in areas that have been marked 

down. 

Some of the areas that we would be 

looking to invest, subject to market 

levels and valuations, would be UK 

large-cap equities, which have 

significant overseas earnings (that 

will benefit from a weaker sterling), 

US equities and UK index-linked 

gilts, taking care to take relative 

moves into account. Other equity 

markets may also have had their 

attractiveness altered based off 

significant currency and market 

moves. 

It might take time for the dust to 

settle and for financial markets to find 

new shorter-term levels. In some 

markets, such as fixed income, we 

are seeing significant bid-offer 

spreads which is understandable 

given the levels of uncertainty and 

proximity to the weekend. This does 

mean we have to be much more 

careful with regard to decision-

making and implementation. 

Particularly as more liquid markets 

such as currency and equity markets 

have been exhibiting larger moves 

making the timing of dealing more 

crucial. 

Markets, and many investors, dislike 

uncertainty and as such risk premias 

will have increased as has volatility 

within markets. However, this will 

undoubtedly lead to opportunities for 

longer-term investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This article is issued in the UK by Cazenove Capital 
Management which is a trading name of Schroder & 
Co. Limited, 12 Moorgate, London, EC2R 6DA. 
Authorised by the Prudential Regulation Authority 
and regulated by the Financial Conduct Authority and 
the Prudential Regulation Authority. Issued in the 
Channel Islands by Cazenove Capital Management 
which is a trading name of Schroders (C.I.) Limited, 
licensed and regulated by the Guernsey Financial 
Services Commission for banking and investment 
business; and regulated by the Jersey Financial 
Services Commission. Issued in Hong Kong by 
Cazenove Capital Management Asia Limited (“CCM 
Asia”) of Level 33, Two Pacific Place, 88 Queensway, 
Hong Kong, who provide discretionary investment 
management services. CCM Asia is licensed and 
regulated by the Securities and Futures Commission.  

Nothing in this document should be deemed to 
constitute the provision of financial, investment or 
other professional advice in any way. Past 
performance is not a guide to future performance. 
The value of an investment and the income from it 
may go down as well as up and investors may not get 
back the amount originally invested.  

This document may include forward-looking 
statements that are based upon our current opinions, 
expectations and projections. We undertake no 
obligation to update or revise any forward-looking 
statements. Actual results could differ materially from 
those anticipated in the forward-looking statements.  

All data contained within this document is sourced 
from Cazenove Capital Management unless 
otherwise stated. 


