
 

 

 
 

 
Brexit:  Where do we go from here? 
Investors woke this morning to the surprising news that British voters have opted to leave 
the European Union.  Yes, with 52% voting to leave and 48% to stay, Brexit is a reality.  
While the situation remains very fluid today, here are some of the highlights: 
 
• International stock markets have sold off at the time of writing, with the UK (FTSE 100) 

down 2.3%, Germany (DAX Index) down 6.3% ,France (CAC Index) down 6.9% and 
Japan (Nikkei 225) dropping 7.9% overnight 

• North American markets have held up better but are also weaker to start the day, with 
Canadian stocks (S&P/TSX Composite) down 1.6% and U.S. equities (S&P 500 Index) 
trading down 2.7% at the time of writing 

• Gold has rallied over 4% 

• After a strong run-up in the British currency leading up to the vote, the UK pound sterling 
has dipped to its lowest level in over 30 years 

• British Prime Minister David Cameron has announced his resignation 

With this news, all eyes will to turn to central bank activity and the Bank of England has 
indicated that they will take all necessary steps to secure monetary and financial stability. 
It’s also important to keep in mind that the democratic process for a formal UK exit from the 
EU could take up to two years. 
 
 
What does this mean?  What are we doing about it? 
While this is significant news and has resulted in a very volatile day in the markets, we 
believe it is important to avoid having a knee-jerk reaction.  Markets tend to overreact in the 
short-term, creating investment opportunities for conservative, patient investors. 
 
Uncertain events like today create opportunities for our active management approach. 
Leading up to the vote, our investment team had built up cash positions and a stock idea 
list, anticipating potential opportunities, which we have been able to act upon today.  In our 
bond portfolios, we had lengthened duration in anticipation of continued falling yields and we 
witnessed the US 10-year hit our 1.4% target today. Overall, we have maintained our bond 
outlook, that rates will remain low and that there is good value in short-term corporate 
bonds.   
 
From an asset allocation perspective, we have incrementally increased our allocation to 
U.S. equities, which we believe will be more defensive, offering currency strength and 
downside protection. We are taking this incremental approach, recognizing that Spanish 
elections on the weekend may create additional volatility and opportunities in the market.  
While days like today can create uncertainty, rest assured that our investment process 
remains sound and that our portfolios continue to be managed with a value-oriented, 
conservative approach, focusing on high-quality companies. 
 



 

 
Disclaimer 
This document includes forward-looking information that is based on the opinions and views of 
Empire Life Investments Inc. as of the date stated and is subject to change without notice. This 
information should not be considered a recommendation to buy or sell nor should they be relied upon 
as investment, tax or legal advice. Information contained in this report has been obtained from third 
party sources believed to be reliable, but accuracy cannot be guaranteed. Empire Life Investments 
Inc. and its affiliates do not warrant or make any representations regarding the use or the results of 
the information contained herein in terms of its correctness, accuracy, timeliness, reliability, or 
otherwise, and do not accept any responsibility for any loss or damage that results from its use. 
 
Past performance is no guarantee of future performance. 
 
Empire Life Investments Inc., a wholly owned-subsidiary of The Empire Life Insurance Company, is 
the Manager of Empire Life Mutual Funds and the Portfolio Manager of Empire Life Segregated 
Funds. The units of the Funds are available only in those jurisdictions where they may be lawfully 
offered for sale and therein only by persons permitted to sell such units. Commissions, trailing 
commissions, management fees and expenses all may be associated with mutual fund and 
segregated fund investments. Investments are not guaranteed, their values change frequently, and 
past performance may not be repeated. Any amount that is allocated to a Segregated Fund is 
invested at the risk of the contract owner and may increase or decrease in value. A description of the 
key features of the individual variable insurance contract is contained in the Information Folder for the 
product being considered. Segregated Fund policies are issued by The Empire Life Insurance 
Company. 
 
® Registered trademark of The Empire Life Insurance Company – used under license. 
 
 
 
 
 
 
  

 


