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The Debate is Over....UK Votes for Brexit !! May God have Mercy on Financial Assets!!
Fadi Nasser (SVP – Head of Treasury Sales)

It is finally official! The U.K. voted yesterday to quit the European Union after more than four decades, in a stunning
rejection of the continent’s postwar political and economic order (the “angry” vote that upsets the status quo!),
prompting Prime Minister David Cameron to resign and sending shock waves around global markets. The outcome voters backing “Leave” by 52% to 48%, a difference of slightly more than 1 million ballots - is a victory for Boris
Johnson, the former mayor of London who broke with former schoolmate Cameron to help lead the “Leave”
campaign and sets him up for a potential tilt at the premiership. Still, the vote widens fissures in the U.K. by raising
the prospect of another push for Scottish independence and leaves London as one of few pro-EU centers.
“The British people have made a very clear decision to take a different path, and as such I think the country requires
fresh leadership,” Cameron said in an emotional statement to reporters outside his Downing Street residence in
London earlier today. He added that he will stay on for the next three months with a new Conservative leader to be
installed by October. The U.K. will wait until a new prime minister is in place before triggering exit talks and invoking
Article 50 of the Lisbon Treaty (could threaten an immediate clash with Germany, which signaled it will push for a
quick exit). Negotiations should be concluded within a maximum of two years, said Manfred Weber, a member of
Merkel’s party who heads the conservative EPP group in the European Parliament. “There cannot be any special
treatment,” Weber said on Twitter. “Leave means leave.”
The U.K. must now count the economic and financial cost of an exit that Cameron warned would spark a recession.
JPMorgan Chase & Co. and HSBC Holdings Plc have said a so-called Brexit would lead them to move thousands of
jobs out of London. The pound plunged to its weakest level since 1985, trading down as low as 1.3228 (before
recovering last to 1.3850), while the Japanese Yen rallied sharply (“risk-off” trade) to 99.00 against the US dollar
before jumping back up to 103.00. European stocks followed Asian equities in tumbling (anywhere between 5% &
8%) and government bonds surged in one of the most dramatic 24 hours move in modern history (around 15-20 bps
lower). Oil tumbled 4.5% (WTI last at $47.97), gold jumped 4.8% (last at $1315/ounce). The selloff was compounded
by the fact that markets had rallied over the past week - and up to yesterday night - on optimism that the U.K. would
vote to stay.
Still, the major risk now is that the UK result will fan speculation that more countries could withdraw from the EU
and gives a push to populist insurgents such as Donald Trump and France’s Marine Le Pen. Above all, the outcome
shows just how disillusioned Western voters have become with the political establishment for failing to deliver more
inclusive economic growth in the era of globalization. “This is the biggest shock to European politics since the fall of
the Berlin Wall,” said Rob Ford, professor of politics at Manchester University.
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The White House said that President Barack Obama had been briefed on the results as they came in and was
expected to speak with Cameron during the course of Friday. In Europe, governments from Ireland to Malta
convened emergency cabinet meetings to discuss the way forward.
Finance officials too have started firefighting. Major central banks have already indicated that they stand ready to
support markets by providing liquidity and by reopening existing FX swap lines. The Bank of England - this morning said it was “monitoring developments closely” and will take all necessary steps to ensure stability. Governor Mark
Carney may end up having to cut interest rates or revive quantitative easing, though so far only promising to provide
an extra GBP 250 billion (US$ 345 billion, but again who’s really counting?!) through its existing facilities should
market/liquidity conditions deteriorate further (a good indicator of market stress is the “FRA/OIS” spread, which hit
today the most extreme level since 2012). The Swiss central bank intervened to stabilize the franc and pledged to
stay active in the market. The result may also prompt the Federal Reserve to delay raising rates. Markets are also
expecting an ad hoc G-7 meeting this weekend, likely to result in a statement reaffirming the solid fundamentals of
major economies and warning against “non-fundamental” exchange rate movements
Some Asian and European companies with operations in the U.K. said they would reassess their investments in the
wake of the vote. Hankook Tire Worldwide Co. of South Korea said the company will respond by “diversifying global
production capability,” while Maurice Levy, chief executive officer of French advertising giant Publicis Groupe SA,
has asserted that it would be “out of the question” to open new sites in the U.K. as the advertising market will
“surely suffer.” One industry particularly under threat is financial services, which employs more than 2 million
people nationwide and paid 66 billion pounds ($92 billion) in tax last year. The City of London’s status as a financial
capital may now be eroded, especially if the U.K. loses “passporting” rights which allow banks to reside in the U.K.
and sell their products and services throughout the EU.
What happens next remains a big uncertainty!! Needless to mention that markets (and I) hate indecision!!
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Disclaimer
It is important that you only use this report if you are the intended recipient of this report and you have satisfied yourself that
you are eligible to receive such information. This report is provided to you because you are one of our esteemed customers and have
previously shown interest in receiving the type of information contained in this report.
The Treasury and Investment Management department of Gulf International Bank B.S.C. ("GIB") have compiled the information in this
report. GIB is incorporated in the Kingdom of Bahrain and is licensed by the Central Bank of Bahrain (the "CBB") as a conventional
wholesale bank. GIB's head office is located at Al-Dowali Building, P.O. Box 1017, 3 Palace Avenue, Manama, Kingdom of Bahrain.
This report is intended for the accredited investors, as defined in the Investment Business Code of Conduct published by the CBB.
This information has not been reviewed by the CBB or any other regulatory authority in any jurisdiction and neither CBB nor any
other regulatory takes any responsibility for the correctness or accuracy for the information contained in this report.
The information contained herein is not directed at or intended for use by any person resident or located in any jurisdiction where
(1) the distribution of such information is contrary to the laws of such jurisdiction or (2) such distribution is prohibited without
obtaining the necessary licenses or authorizations by the relevant branch, subsidiary or affiliate office of GIB and such licenses
or authorizations have not been obtained. The recipient of such information is responsible for ensuring that this information has
not been received by it in breach of laws and regulations of any jurisdiction.
This report contains publicly available information only, which has only been complied by GIB. The information provided herein is on
"as is" and "as available" basis and without representation or warranty of any kind. GIB hereby disclaims any representation or
warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability, fitness for any particular purpose or
non-infringement of any of such information.
In no event shall GIB or its subsidiaries, affiliates, shareholders or their
directors, officers, employees, independent contractors, agents and representatives (collectively, "GIB Representatives") be liable
(1) for any inaccuracy, delay, loss of data, interruption in service, error or omission or for any damages resulting there from, or
(2) for any direct, indirect, incidental, special, compensatory or consequential damages arising from any use of information or
arising from any error (negligent or otherwise) or other circumstance or contingency within or outside the control of GIB or any GIB
Representative, in connection with or related to obtaining, collecting, compiling, analyzing, interpreting, communicating,
publishing or delivering any such information. The information here is, and must be construed solely as, compilation of information
(unless expressly stated otherwise) and not statements of fact as to credit worthiness or recommendations or opinions of GIB.
This report does not provide individually tailored investment advice. Any materials contained herein have no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. The document is provided for information
purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments.
GIB makes every effort to use reliable, comprehensive information, but we do not represent that it is accurate or complete.
No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
materials, nor are they a complete statement of the securities, markets or developments referred to herein. Recipients should not
regard the materials as a substitute for the exercise of their own judgement. Any opinions are subject to change without notice and
may differ or be contrary to opinions expressed by other business areas or groups of GIB as a result of using different assumptions
and criteria. GIB is not under any obligation to update or keep current the information contained herein.
The value of, and income from, your investments may vary because of changes in interest rates or foreign exchange rates, securities
prices or market indexes, operational or financial conditions of companies or other factors. Past performance is not necessarily a
guide to future performance. Estimates of future performance are based on assumptions that may not be realised.
The information contained in this report is just for informational purposes.
Information does not constitute a solicitation, an
offer, or a recommendation to buy or sell any investment instruments, to effect any transactions, or to conclude any legal act of
any kind whatsoever. GIB does not intend to provide investment, legal or tax advice through this report and does not represent that
any securities or services discussed are suitable for any investor. When making a decision about your investments and business, you
should seek the advice of professional advisors.
The report may contain statements that constitute "forward looking statements".
While these forward looking statements may
represent GIB’s judgment and future expectations, a number of risks, uncertainties and other important factors could cause actual
developments and results to differ materially from GIB’s expectations. GIB is under no obligation to (and expressly disclaims any
such obligation to) update or alter its forward-looking statements whether as a result of new information, future events, or
otherwise. The historical information is provided for information purposes only. Performance figures are calculated before tax (if
any) and after deducting ongoing fees and expenses. The performance figures are historical and past performance is not necessarily
an indication of future results.
Certain amounts (including %ages) included in this document may have been subject to rounding
adjustments. Accordingly, figures may not be an exact arithmetic aggregation of the figures to which they relate. The values and
forecasts shown represent our current indicative valuations and forecasts of the relevant transactions, currencies, interest rates,
commodities or securities as at the date shown. Any value or forecast shown herein is not an indicative price quotation. We
expressly disclaim any responsibility for the accuracy of the values or forecasts shown, any errors or omissions in the report
With the exception of information regarding GIB and save as otherwise specifically indicated, the information set out in this report
is based on public information. We have, where possible, indicated the primary source of information. We strongly recommend the
recipients consult the primary source of information. Facts and views in this report have not been reviewed by, and may not reflect
information known to, professionals in other GIB business areas.
This Report, and the information contained herein (save to the extent that such information is publicly available) is confidential
and may not be disclosed by you to any other person outside of your organization without our consent.
GIB retains all right, title and interest (including copyrights, trademarks, patents, as well as any other intellectual property or
other right) in all information and content (including all text, data, graphics and logos) in this document. All recipients must
not, without limitation, modify, copy, transmit, distribute, display, perform, reproduce, publish, license, frame, create derivative
works from, transfer or otherwise use in any other way for commercial or public purposes in whole or in part any information, text,
graphics, images from this document (excluding publicly available information) without the prior written permission of GIB.
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