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On June 23, UK will hold a referendum on whether Britain will remain at EU. With 11 days to
go, the most recent poll conducted by the Economist.com shows that 43% are in favor of
“leaving”, 42% like “remaining” and 12% “don’t know”. As Brexit becomes a real possibility,
the stock markets across the globe are getting skittish. Last Friday, Britain’s equity index FTSE
100 dropped by 1.86% and S&P 500 Index declined 0.92%.
Brexit is likely to have significant negative impacts on the UK economy and its stock market in
the near term, but the impact on the US may be minimal, though the uncertainty may generate
more short-term market volatilty. Most economists agreed that Brexit would result in negative
GDP growth for Britain in the short term. Britain’s exports, of which EU accouts for 48%, will
be likely to decline without a new trade deal in place after Brexit. British stocks could lose as
much as a quarter of their value once the market prices in the economic impact, according to a
study by risk modeling company Axioma.

Among the companies in the S&P 500 Index, sales generated from Britain are less than 1%.
Even Britain falls into recession, the real impact on US companies is likely to be minimal.
However, the uncertainties on Brexit and what would happen afterwards could generate
significant market volatility globally. Over the most recent one-year horizon, the FTSE 100
Index declined by 9.86% while the US market remained flat. Although we have not seen much
global impact of potential Brexit, we expect to see further decline in FTSE 100 Index and more
volatility in the global equity markets if Britain chooses to exit EU.
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Julex Capital Management is a SEC-registered quantitative investment management firm specializing in tactical asset allocation
strategies using its unique Adaptive Investment Approach. The firm offers a variety of tactical unconstrained investment solutions to
advisors and institutions. The information in this article is for the purpose of information exchange. This is not a solicitation or offer to buy or sell

any security. You must do your own due diligence and consult a professional investment advisor before making any investment decisions. The use of a
proprietary technique, model or algorithm does not guarantee any specific or profitable results. The risk of loss in trading securities can be substantial.
You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. All information posted is believed
to come from reliable sources. We do not warrant the accuracy or completeness of information made available and therefore will not be liable for any
losses incurred.
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