the hard core Eurosceptic faction of the
Conservative party by allowing a referendum

Summer 2016
Bring me my Bow of burning gold;
Bring me my Arrows of desire:
Bring me my Spear: O clouds unfold!
Bring me my Chariot of fire!
I will not cease from Mental Fight,
Nor shall my Sword sleep in my hand:
Till we have built Jerusalem,
In England’s green & pleasant Land.
William Blake, “Jerusalem”
Source: Tom Janssen / Cagle Cartoons

Cheerio United Kingdom and
welcome little Britain!
My heart is broken.
To see the country I grew up in and my
grandparents fought two wars to preserve
their freedom, reduced to the current mess it
is in, is unbearable. The rise of xenophobia,
father against daughter, rich versus poor,
north versus south… To see the Great British
pound tumble like an emerging market
currency and watch the country’s credit rating
being downgraded with perhaps more
downgrades to follow. To realize that the Scots
are likely to break away followed by the
Northern Irish. To have a country that is
effectively leaderless with both major political
parties in disarray. What for?

the hard core Eurosceptic faction of the
Conservative party by allowing a referendum
on the membership of the European Union,
followed by Boris Johnson’s naked ambition to
become prime minister at any cost, which just
this minute has failed.
It is telling that, when the leave victory was
announced, both Boris Johnson and Michael
Gove looked like two children, who had their
toys taken away. They were, no doubt, hoping
for a narrow remain victory, whereby the
prime minister would be severely undermined,
while they could make their grab for power.

Purely for the selfish ambitions of two
politicians! David Cameron’s ambition to quiet
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The promises made during the referendum
seem to have vanished in a puff of smoke just
like the plans on what comes next. The
promise of a stronger, more prosperous
country was just fool’s gold sold to the people
by charlatans. The UK is now facing the
possibility of becoming an inward looking
country reminiscing about the good old days of
the empire. It seems to be forsaking its rightful
place in the world. Surely, Great Britain’s fitting
role was at the head of Europe, balancing out
the socialist tendencies of the French against
the rigid rule followed by the Germans by
adding an Anglo Saxon dose of pragmatism.
The BREXIT hangover is now in full effect, and
we will need cool heads and warm hearts to
get through it.
Looking at some of the other countries around
the world experiencing similarly extreme rise
of populism, I urge you to use wisdom instead
of emotion, hope instead of hate, diplomacy
over aggression, and humanism over
nationalism. I know, that we are all upset with
our current ineffective governments, but do
not sell the future of your children and
grandchildren so cheaply. Do not fall for the
arguments to become more inward looking,
listen to the voices around you even though
they may not always agree with yours. Let
compromise and mutual benefit lead you like a
shining beacon out of this period of darkness.
This fragile planet is the legacy we leave to the
generations ahead. Let’s all work together in
an outward looking way to secure and improve
it.

Or was it just a nightmare?
Looking at the facts and taking emotion out of
the picture - what has actually happened?
The UK has announced its intention to leave
the European Union but has not activated
article 50 of the Lisbon treaty, which formally
confirms this decision and starts the two year
clock ticking for it to leave. If all remaining
countries (27) agree, then the two year time
frame can be extended. Therefore, effectively
at this point in time, the UK is still a member of
the European Union. There seems to be no
rush to trigger article 50, and the current
British prime minister has made it clear that
this will be up to his successor, who will not be
appointed until 9th September at the earliest.
Some of the possible candidates for this job
have made it clear, that they are in no rush to
trigger article 50. Maybe, just maybe, it will
never be triggered!
It is important to note, that in the UK a
referendum is advisory and not legally binding.
Thus, before the final act of leaving the EU is
formalized, it has to be approved by the
parliament, where 75 percent of MPs are in
favor of staying in the EU. It would be a
political suicide to ignore the will of the
people. Yet, the opinions of many no-voters
have changed since. Adding the fact that
Scotland and Northern Ireland are likely to
withhold their support for an exit, poses
somewhat of a dilemma. There is even the
possibility of a second referendum, if the terms
of UK`s relationships change significantly, and
perhaps even a general election, which could
null and void the referendum result,
depending upon what the winning political
party has in their manifesto.
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There is a new verb about to enter the German
language - "Merkeln", which means to do
nothing or failing to make decisions. Perhaps
the best English equivalent is dithering. In the
environment we are in at the moment,
perhaps a long pause for breath is what is
needed for emotions to cool somewhat.

The sharp knee jerk reaction of markets
following the referendum results suggests that
many market participants assumed a wrong
position and were effectively caught with their
pants down.

Performance of FTSE 100 compared to broader FTSE 250 after BREXIT vote

Source: Bloomberg L.P.

The recovery in the FTSE100 share index hides
the pain that is already impacting British
businesses, as a large proportion of the index
consists of large caps, whose profits are
generated overseas and, therefore, profit
when GBP falls. Perhaps a fairer reflection is
the FTSE250 index, which shows the extent of
the pain already suffered.

It seems pretty obvious that the uncertainty
will most likely slow down consumer spending,
increase job losses, and postpone investments
by businesses until the situation becomes
clearer. The overall impact will probably be not
as bad as the stay-in camp predicted, but also
worse than the Brexiteers claimed.
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A new hope?
At the moment we are in a political crisis,
which has not migrated into an economic one
yet. Earlier this year markets fell by more, yet
economies did not go into a recession. Looking
at exports into the UK, in the Eurozone they
account for only 3.3% of GDP, whilst in the USA
they account for 0.5%. Assuming a downward
revision of 0.3% of Eurozone GDP growth over
the next 18 months, it would put the expected
GDP growth at 1.8% in 2016 and 2% in 2017 –
hardly a disaster, but European markets,
especially, seem to be pricing in a much worse
scenario.

As a result of this turbulence, central banks are
likely to keep monetary policy easy for the
foreseeable future. It now seems highly
unlikely that the FOMC will raise rates this
year. The BOE is likely to cut interest rates and
unleash QE, while the ECB will probably
expand its current QE program.

Performance of S&P 500, FTSE 100 and EuroStoxx 50 indices in 2016

Source: Bloomberg L.P.
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We do not expect a disintegration of the
Eurozone, as some commentators have
predicted. Despite unhappiness with the
Brussels’ bureaucracy and the open door
immigration policy, most Europeans are still
positively disposed towards the Union.
Stepping back from the headlines, 440mn
consumers are just not going to disappear off
the face of the earth. Some kind of equivalent
structure would also be needed to facilitate
free trade and deal with global issues such as
climate change. It would also leave a large gap
in the geopolitical world, where currently
Europe acts as a buffer between Chinese and
American self- interests.
Whilst the current structure of the European
Union was appropriate after the Second World
War, it had become glaringly obvious that
urgent reforms were needed. The BREXIT
result has, in our opinion, provided a much
needed wake-up call and is likely to result in a
European Union that is less bureaucratic, more
accountable to voters, takes account of
immigration concerns, and has better PR.

One could also easily imagine a Eurozone of
concentric circles with Germany, France, Italy,
Spain and Holland moving towards fiscal and
political union. This core would be optional. In
the circles that orbit around it, there would be
countries that either were not in the correct
shape to join or those that just wouldn’t want
such a close union.
Let`s assume for a moment that BREXIT goes
ahead. Then, we are effectively looking at what
is probably the world`s most complicated
divorce (and perhaps the most lengthy) likely
to develop into a relation of `friends with
benefits`. The UK could possibly adopt a
Norway-style deal with perks, which would
grant it an access to the free markets.
None of the scenarios we see are a death blow
to global growth. Yes, it may slow down a bit,
but we have become used to this stop-start
phenomenon for almost a decade.
As I started with some poetry, I might as well
finish with, perhaps appropriate for the times
we live, in an excerpt from Rudyard Kipling’s
“If”.

If you can dream - and not make dreams your master;
If you can think - and not make thoughts your aim;
If you can meet with Triumph and Disaster
And treat those two impostors just the same;
If you can bear to hear the truth you've spoken
Twisted by knaves to make a trap for fools,
Or watch the things you gave your life to, broken,
And stoop and build 'em up with worn-out tools;
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Disclaimer
Important Information
The information in this material has been approved by swisspartners Advisors Ltd. (“swisspartners Advisors”). As a firm providing wealth
management services to U.S. clients, swisspartners Advisors is registered under the U.S. Investment Advisers Act of 1940 with the U.S. Securities
and Exchange Commission (“SEC”) as an investment advisor. Nothing in this material is a recommendation that you purchase, sell, subscribe or
hold, or an offer or solicitation of a purchase or sale of any security, futures, options, other financial instruments or other investment, that you
pursue any investment style or strategy or buy any other product or service. 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. This material does not take into consideration the specific investment objectives, financial situation or particular needs of any
person that enters into a relationship with swisspartners Advisors. Nothing in this material is or is intended to be investment, accounting, tax or
legal advice. You should consult with your own advisors concerning such matters. Swisspartners Advisors does not provide legal, tax or accounting
advice. The information contained herein was obtained from sources believed to be reliable. Although reasonable care was taken in gathering
the information and formulating the opinions contained herein, swisspartners Advisors does not make any representation whatsoever as to its
accuracy or completeness and accepts no liability for any loss arising from the use of this material. The information, opinions and estimates
expressed herein reflect a judgment as of its original publication date and are subject to change without notice. No representation or warranty,
expressed or implied, is made by swisspartners Advisors regarding future performance. The value and income of any securities or financial
instruments can go up as well as down. The market value of securities or financial instruments may be affected by several circumstances,
including among others, changes in economic, financial or political factors, time to maturity, market conditions and volatility, or the credit quality
of any issuer or reference issuer. Foreign currency rates may have a positive or adverse effect on the value of any investment. Investors assume
all risk and some or all of the amount invested may be lost. This material is not directed to, or intended for distribution to or use by, any person
or entity that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation or subject swisspartners Advisors to any registration requirement.
IRS Circular 230 Disclosure: swisspartners Advisors and its affiliates do not provide legal or tax advice. Accordingly any tax-related discussion
contained herein (including any attachments) is not intended or written to be used, and cannot be used, in connection with promoting, marketing
or recommending to any person any transaction or matter addressed herein or for the purpose of avoiding U.S. tax-related penalties.
Forward-Looking Statements
“The Navigator” may contain forward-looking statements that reflect swisspartners Advisors’ current views with respect to, among other things,
future events and financial performance. Any forward-looking statement contained in this material is based on our current plans, estimates and
expectations. The inclusion of this forward-looking information should not be regarded as a representation by swisspartners Advisors or any
other person that the future plans, estimates or expectations contemplated by swisspartners Advisors will be achieved. Such forward-looking
statements are subject to various risks and uncertainties and assumptions relating to our operations, financial results, financial condition,
business prospects, growth strategy and liquidity. International investments are subject to additional risks such as currency fluctuation, political
instability and the potential for illiquid markets. Investing in emerging markets may accentuate these risks. If one or more of these or other risks
or uncertainties materialize, or if the underlying assumptions prove to be incorrect, the actual results may vary materially from those indicated
in these statements. These factors should not be construed as exhaustive. swisspartners Advisors does not undertake any obligation to publicly
update or review any forward-looking statement, whether as a result of new information, future developments or otherwise. It is important that
you carefully read the agreements and disclosures that we provide to you about the products or services we offer.
For more information, please visit our website at www.swisspartners-advisors.com / © 2016 swisspartners Advisors Ltd. All rights reserved.
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