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It is Friday again. But this one is different, as much of the next ones are now likely to be- BREXIT 
happened! The UK voted to leave the EU!!! At midnight Thursday the pound Sterling was rallying 
through $1.50 as polls were showing the “stay” to be leading… We woke up to find that the skies have 
fallen, the seas dried-up and the polls to have been wrong. The UK is out  
Oscar Wilde had once quipped “To expect the unexpected shows a thoroughly modern intellect.” We 
did have the “Big Bang” under Margaret Thatcher in October 1986 which was the deregulation of the 
financial sector in London. Now, under Cameron, it is the “Huge Bang”…  
The said Thatcher Big Bang may well have been trumped by the Cameron one… The financial 
markets globally are in disarray. Currencies are trading in huge swings, equity markets are taking a 
beating and even seemingly unrelated parts of the system are rattled. The US 10 year Treasury has 
rallied in price dropping in yield to 1.53% from 1.75% last night. The Japanese yen rallied to 99.02 vs. 
the USD from 107 and now seems to have settled at about 102.  
Last week we chided Goldman Sachs for their prediction of an 11% drop in the GBP in the event of 
BREXIT passing. We questioned the precision of 11% vs. saying about 10%. They were both right and 
wrong- The drop from the close last night to the low this morning was indeed 11.89%... now back up to 
be “only” down 7.80% In the same interval, the GBP/Euro has traded from a fall of 8.60% to bounce 
back to 5.90% as we write. The Euro is clearly less affected with the European currency down just 2% 
against the US$. Gold has regained $50/Oz which it had lost during the week. All European equities 
are down, from a lot to more- Eurostoxx is off 8% from its close Thursday, more than the FTSE at 
“only” 4% down. US Stock futures are trading down 2.5% or so. Clearly, a big-shake… 
“If history repeats itself, and the unexpected always happens, how incapable must Man be of learning 
from experience?” George Bernard Shaw. 
 
What next is the big question! Global markets are moving wildly, and currencies are making big 
moves, but the actual political process will be much, much slower. 
First — technically speaking — the referendum is not legally binding. In theory, British Prime Minister 
David Cameron could ignore the will of a slight majority of voters, and not make any moves to exit the 
political and economic bloc. But Cameron has resigned just now, so it won’t be his call to defy the 
people…Or the UK powers to be will invoke Article 50 of the Lisbon Treaty, which begins the formal, 
legal process for leaving the EU… That would then begin a series of negotiations for how to 
disentangle the U.K. from the many EU structures to which it is a party, and could take up to 2 years 
(or more if both the U.K. and the European Council agree to extend the discussion period). 
In the more immediate term, markets are going to react in a big way. The Brexit has no historic 
precedent. No precedent means volatility in markets, probably on a global scale. Well, the VIX, the 
volatility measure based on the S&P500 has shot up above 24 (from 17.25 at Thursday’s close). If 
there's one near-definite result that experts can safely predict around a Brexit, it's that it increases the 
amount of uncertainty in markets. Market-watchers have predicted a global flight to safer assets.  The 
greatest effect from the leave victory was felt in British pound sterling, which plummeted to a 1985 low 
against the dollar. 
The big uncertainty of this vote is now out of the way but brings upon us some new risks of a similar 
nature- Will the remaining countries of the EU hold together, or will Marine Le Pen stir the French to 
part ways? The right in Holland is also making similar noises. Or might it be Germany which will 
choose to “go it alone”? We would remind them all that the purpose of the EU at its creation was to 
prevent wars in Europe, the economic and political union being just the tools for tying the countries 
together. This original target was attained, as there have been no wars within Europe (extra-union one 
in the Balkan excluded). A break-up of the Union does not necessarily make for wars, but does 
increase the risk of return to older times of conflicts. 
 
There will clearly be a rebalancing of relative economic relationships. We note that the Chinese Yuan 
has remained basically unchanged vs. the US$ and now showing basically flat result year to date. The 
Shanghai stock exchange traded down 1.30% for the night, making it a safe-haven by default.  
Indeed, this event will call for a re-think of the state-of-the-world. The US has been relatively 
strengthened as the European economic “size” has been amputated. The Far East also and perhaps 
the relatively muted repricing in these environments will attract capital flows out of the volatile 
Europe/UK? We would not be surprized to see new pressures WITHIN the UK for further breakup, 
maybe a referendum in Northern Ireland to re-join the South and back into Europe through that door? 
Will the Scots re-test their choice to stay members of the Kingdom? 
 
Interesting times ahead, for sure! And to close on the topic of risk, we remind you that “Old age is the 
most unexpected of all things that happen to a man.” Leon Trotsky. 

http://www.bedrockgroup.com/


 Friday June 24
th
 Newsletter 

  
www.bedrockgroup.com   

Market Weekly Highlights: 
 
 

 Thanks to Brexit results the Dollar is up for the week; with the USD Index (DXY) trading at 95.36 
down 3.30% YTD. The US$ is now trading at about $1.1060 against the EUR and at 0.9765 
against the Swiss Franc. The Pound has slipped further as Brexit is a reality now and it trades at 
1.3670 but having dropped from 1.50 to 1.32 since the opening today. We expect the GBP to be 
very volatile these days until the market digests the news.   
With the Brexit vote the European stability is at risk which comforts us even more in our belief in 
the fundamental relative strength of the US$ - this view is driven mainly by the outlook for short-
dated interest rates to hold or rise further in the US and hold or decline elsewhere. The Japanese 
Yen is stronger at 102.42 having touched 0.99 during the today’s trading hours as the first opened 
market to react to the Brexit results. Gold is up some $56 for the day as we write and $30 up for the 
week, now trading at $1’322.80 on the back of Brexit. We note that WTI Oil is almost unchanged 
for the week to trade now at $47.85/Bbl of WTI whilst Brent is trading at about $48.42/Bbl. The 
Russian Ruble is basically flat at 65.55 per USD following the oil prices pattern. The Brazilian Real 
rose this week against the USD and is trading at or around 3.43. 

 

 Big swings in the Bond market as well- We note that the yield on the benchmark US 10 year 
note is at 1.51% (down from 1.75 yesterday’s closing), with the Japanese 10 year JGB at 
NEGATIVE 15Bps, the German Bund at NEGATIVE 0.08% and the Swiss at NEGATIVE 
0.51%. The Italian 10Yr yield has started the week at 1.47% to reach 1.81% this morning and 
is now trading back down at around 1.50%. The Spanish 10Yr yield moved on a similar path 
trading from 1.50% to 1.83% to only trade at around 1.57% as we write. In the UK, the Gilts’ 
yields moved higher during the week from 1.15% to almost 1.40% as the Brexit vote was not 
known yet, to finally drop lower today at 1.07% as we write.  Clearly, a global flight to security! 
 

 Since this morning we know for a fact that UK will leave the EU and on that information Asian 
and European equity markets have reversed their trend of the week trading massively down at 
the opening and bouncing somewhat back. The DAX is trading -7.00% for the day and now at 
-0.60% for the week, the CAC40 is now at -8.60% for the day and -2.70% for the week, with 
the SMI at -3.60% for the day and +0.20% for the week, the UK FTSE trading at -4.45% for 
the day and +0.69% for the week and EuroStoxx50 at -9.16% for the day and -3.16% for the 
week as we write.  In Asia, the Nikkei has closed the week at -4.15%, whilst the Shanghai 
Composite and the Hang Seng Index closed down 1.30% and down 2.92% respectively. The 
futures are all pointing south in US equity markets showing around -3.50% but based on 
Thursday’s closing the S&P500 is up 1.70% for the week so far before today’s expected 
carnage.  
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PRE- BREXIT Data points: Highlighted items are interesting data points for the week   

 

  

All data is compiled from Bloomberg 
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The content of this document has been approved and issued by Bedrock S.A. and Bedrock Asset Management (UK) ltd for information purposes only. The information and opinions contained in this document are for background information and discussion purposes only and do not 

purport to be full or complete. No information in this document should be construed as providing financial, investment or other professional advice. This information contained herein is for the sole use of its intended recipient and may not be copied or otherwise distributed or 

published without Bedrock’s express consent. No reliance may be placed for any purpose on the information contained in this document or their accuracy or completeness. Information included in this document is intended for those investors who meet the Financial Conduct 

Authority definition of Professional Client or Eligible Counterparty. 

Confidentiality 

This presentation and the information contained herein are confidential. Each copy of this presentation is addressed to a specifically named recipient and shall not be passed on to a third party. 

By its acceptance hereof, the recipient agrees to keep the presentation and its contents strictly confidential and may not disclose or divulge any information contained herein to any other person. This presentation cannot be published, copied, reproduced or distributed in any manner 

whatsoever. The recipient will use this presentation for the sole purpose of obtaining a general understanding of the business, operations and financial performance of Bedrock in order to make a decision as to whether the recipient should proceed with a further investigation of the 

Funds and this investment opportunity 

Bedrock reserves the right to request the return of this presentation at any time, without the retention of any copies by the prospective investor. 

Investment Risks 

The value of all investments and the income derived therefrom can fluctuate due to market movements and you may not get back the amount originally invested. In the case of overseas investments, values may vary as a result of changes in currency exchange rates. This may be due, 

in part, to exchange rate fluctuations in investments that have an exposure to currencies other than the base currency of the portfolio. Past performance is no guide to or guarantee of future performance. 

Limitation of Liability and Indemnity 

Bedrock expressly disclaims liability for errors or omissions in the information and data contained in this document. No representation or warranty of any kind, implied, expressed or statutory, is given in conjunction with the information and data. Bedrock accepts no liability for any 

loss or damage arising out of the use or misuse of or reliance on the information provided including, without limitation, any loss of profits or any other damage, direct or consequential. 

You agree to indemnify and hold harmless Bedrock and its affiliates, and the directors and employees of Bedrock and its affiliates from and against any and all liabilities, claims, damages, losses or expenses, including legal fees and expenses arising out of your access to or use of the 

information in this presentation, save to the extent that such losses may not be excluded pursuant to applicable law or regulation. 

Any opinions contained in this presentation may be changed after issue at any time without notice. 

Copyright and Other Rights 

The copyright, trademarks and all similar rights of this presentation and the contents, including all information, graphics, code, text and design, are owned by Bedrock.  
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