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Summary of Events 
After a drawn out national campaign, the citi-
zens of the United Kingdom (UK) voted by 
51.9% to leave the European Union (EU), after 
a 43-year membership. 
 

What does that mean? 
In all likelihood, Britain will now begin the 
process of negotiating the terms of their exit 
under Article 50 of the Treaty on the Europe-
an Union (also known as the "Lisbon Treaty") 
which provides procedural requirements for a 
member state to withdraw from the Union. 
This will be a multi-year process. 
 

What is the European Union? 
The European Union consists of 28 countries 
across Europe that are aligned economically 
and politically. The European Economic Com-
munity (EEC), which would eventually be-
come the European Union, began in 1958 as a 
way to improve trade and economic relations 
post World War II with the signing of the 
Treaty of Rome in 1957. 
  
The goal of the EU was to establish a single 
market between the countries involved, al-
lowing for free trade, a single currency and 
easy access at borders. The premise of the 
Union is to encourage democratic and volun-
tary principles among member countries. The 
union is funded by contributions from its 
members, import duties on non-EU products 
and fines for businesses not abiding by EU 
rules. 
  

How are markets reacting? 
As of this writing, most global markets are 
reacting negatively. Generally speaking, the 
British Pound and the Euro are down dramati-
cally. Global stocks are reacting negatively, 

while safe havens, such as U.S. Treasuries and 
gold are up. The following is an abbreviated 
account of global markets and their recent 
movements. 
 

As of 9:40 AM on June 24th, 2016 
  

Equity Markets: 
Tokyo TOPIX = -7.26% 
Japan NIKKEI 225 = -7.92% 
London UK FTSE 100 = -3.68% 
Germany DAX = -6.64% 
Europe EURO STOXX = -8.42% 
Emerging Markets MSCI Emerging Markets    
= -3.38% 
US S&P 500 = -2.62% 
  

Global 10 Year Government Bond  
Markets: 
US Treasury = +1.63% 
United Kingdom = +2.58% 
France = +0.93% 
Germany = +1.60% 
Japan = +0.31% 
China = +0.40% 
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Currencies: 
Pound vs Dollar = -7.68% 
Euro vs Dollar = -2.94% 
Yen vs Dollar = +3.72% 
  

Commodities: 
Credit Suisse Commodity Benchmark Index    
= -2.71% 
  

What are the short-term and long-term 
implications of the vote? 
The vote itself only prompts the UK govern-
ment to begin a two year negotiation to leave 
the EU, so nothing happens immediately. 
That said, markets are surprised by the out-
come, which is generally viewed as bad for 
Britain and bad for the EU. There is also an 
increase in uncertainty, which financial mar-
kets do not like.  
  
The longer-term implications are less clear 
and are likely less impactful to the UK than 
the remaining countries in the EU. With a 
move by Great Britain to leave, momentum 
behind nationalist movements in other EU 
countries and an ongoing movement in Scot-
land to leave the UK, may gain momentum. 
When the UK negotiates to leave the EU, it 
will then need to negotiate treaties with EU 
members to outline the terms of trade with 
those nations. This will be influenced by the 
EU's desire to dissuade other countries from 
doing the same. Said another way, the EU is 
likely to give the UK a tougher deal on tariffs 
and trade. This will have negative implications 
for the UK and the world, if protectionism and 
nationalism gain traction and hinder global 
growth. In our opinion, this is the big risk in 
the long run. 
  

What are the implications for our portfo-
lios?   
Our clients' portfolios are robust. They are 
well diversified and are constructed in a man-
ner that is intended to allow each investor 
the ability to ride out short-term volatility 

while seeking to maximize long-term returns. 
That means that each client has 
the liquid assets on hand to fund short-term 
needs while letting the growth oriented hold-
ings do what they do, which includes ex-
pected volatility. Our fixed income holdings 
are based in the U.S. and are conservatively 
structured. This means that they should expe-
rience little volatility, and may be buoyed up 
in the short run. Fixed income remains an 
unattractive long-term investment, but is held 
for just this sort of occasion. Our equity 
portfolios are global in nature and will experi-
ence volatility in both share prices and cur-
rency movements in the short-term. Keep in 
mind that we own equities in an effort to 
benefit from the earnings of reasonably val-
ued, profit generating companies. This is a 
long-term proposition with expected volatility 
along the way. We are monitoring markets 
carefully and will adjust portfolios as neces-
sary, as events unfold.  
  
If you have any questions or concerns, please 
don't hesitate to contact either me (201-484-
0063) or Tom (201-484-0763) at any time. 
 
As always, I thank you for your trust and ap-
preciate your continued confidence in our 
investment management and advice. 

 
Sincerely, 

 
 
 
 
 

Peter D. D'Agati, CFA 
President 
Stembrook Asset Management, LLC 
83 Wayne Street, Suite 208 
Jersey City, NJ  07302 
Tel: 201-484-0063 
Fax: 201-484-0070 
peter.dagati@stembrook.com 

mailto:peter.dagati@stembrook.com
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Disclosures 
 

This material is intended to inform you of products and services offered by Stembrook Asset Management, LLC 
(“Stembrook”). Stembrook is a New Jersey Registered Investment Advisor. 

 
This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. 

 
We believe the information contained in this material to be reliable but do not warrant its accuracy or completeness. The 

opinions, estimates, and investment strategies and views expressed in this document constitute the judgment of Stembrook, 
based on current market conditions and are subject to change without notice. The investment strategies stated here may 

differ from those expressed for other purposes or in other context. 
 

 Past performance is not indicative of future results. 
 

The obligations and securities sold, offered, or recommended are not deposits and are not insured by the FDIC, the Federal 
Reserve Bank, or any governmental agency. 

 
The views and strategies described herein may not be suitable for all investors. This material is presented with the under-
standing that it is not rendering accounting, legal or tax advice. Please consult your legal or tax adviser concerning such 

matters. 
 

Important note regarding Stembrook’s capital market expectations. 
The capital market expectations developed by Stembrook Asset Management are estimates of both a central tendency of 
asset class behavior and a probable range of asset class behavior over a long-term horizon. These estimates are one of 

many inputs used in the portfolio construction process, and should not be used independently. These expectations should 
not be construed as the returns that will be achieved, but merely those that may be achieved if certain assumptions hold true. 

Also note that each client's portfolio may differ given specific goals and constraints applied to the portfolio construction  
process. 


