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Response to Brexit Referendum

The British populace has changed history and voted for an exit from the European Union (EU). Now, the messy
divorce begins. The fall-out has immediately reverberated through shocked financial markets. The sterling and
risk assets, including stocks, corporate credit, and emerging market assets, are under extreme pressure, while
safe-haven government bonds are rallying. The long-lasting effects of this volatility will depend on how major
central banks decide to reassure markets, and the next steps British Parliament, various political parties in the
U.K., and the rest of Europe take to address the departure. Uncertainty will be an overhang for markets,
including what will happen after Prime Minister Cameron's departure, the timeframe for invoking Article 50 of
the Lisbon Treaty, the legal framework to facilitate the exit, and what the U.K.'s relationship with the union will
be like moving forward. More broadly, the U.K.'s departure will likely beg the question of whether other EU
members will follow suit, as many developed nations have become swept up in the zeitgeist of nationalism, a
trend that is starting to permeate the globe. Therefore, we view the "Brexit" decision as a political event
illustrative of rising populism—a phenomenon that seems to elude opinion polling and has clearly taken markets
by surprise. 
We believe this "referendum contagion" could impact the rest of Europe. Therefore, spreads on peripheral
eurozone debt have and will continue to come under pressure. This contagion effect will keep risk assets on
edge, or at least until we receive data that signals that better global growth is on the horizon. We expect the
risk-off environment to persist over the next several weeks. As of June 24, global financial markets continue to
sell off, which we believe will force global central banks to ease more aggressively. In the U.K., we expect rates
will remain low for quite some time; however, a weaker sterling and the easier monetary policy from the Bank of
England could drive up inflation expectations in the medium-to-longer term. 

Groupthink is bad, especially at investment management firms. Brandywine Global therefore takes special care
to ensure our corporate culture and investment processes support the articulation of diverse viewpoints. This
blog is no different. The opinions expressed by our bloggers may sometimes challenge active positioning within
one or more of our strategies. Each blogger represents one market view amongst many expressed at Brandywine
Global. Although individual opinions will differ, our investment process and macro outlook will remain driven by
a team approach. 
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Social Media Guidelines

Brandywine Global Investment Management, LLC ("Brandywine Global") is an investment adviser registered with the U.S.
Securities and Exchange Commission ("SEC"). Brandywine Global may use Social Media sites to convey relevant
information regarding portfolio manager insights, corporate information and other content.

Any content published or views expressed by Brandywine Global on any Social Media platform are for informational
purposes only and subject to change based on market and economic conditions as well as other factors. They are not
intended as a complete analysis of every material fact regarding any country, region, market, industry, investment or
strategy. This information should not be considered a solicitation or an offer to provide any Brandywine Global service
in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction. Additionally, any views
expressed by Brandywine Global or its employees should not be construed as investment advice or a recommendation
for any specific security or sector.

Brandywine Global will monitor its Social Media pages and any third-party content or comments posted on its Social
Media pages. Brandywine Global reserves the right to delete any comment or post that it, in its sole discretion, deems
inappropriate or prevent from posting any person who posts inappropriate or offensive content. Any opinions expressed
by persons submitting comments don't necessarily represent the views of Brandywine Global. Brandywine Global is not
affiliated with any of the Social Media sites it uses and is, therefore, not responsible for the content, terms of use or
privacy or security policies of such sites. You are advised to review such terms and policies.


