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Special Bulletin
ECONOMIC AND INVESTMENT IMPLICATIONS OF BREXIT  JUNE 27, 2016

City National Rochdale has formed an initial assess-
ment of the implications that Brexit may have. We have 
evaluated its impact on the U.S. economy and corporate 
earnings. In addition, we have examined the economic 
consequences it may have on the UK, Europe, and the 
broader global economy.  

IMPLICATIONS FROM BREXIT

 > Positive:
 ▪ Interest rate policy should stay lower for longer  
 ▪ U.S. impact is relatively small vs. UK/European 
Union

 > Negative:
 ▪ Slower global growth and deteriorating enthusiasm 
for global trade

 ▪ Higher political and economic uncertainty 
 ▪ Reduced business investments and capital expendi-
tures

 ▪ Tighter lending conditions across Europe
 ▪ Higher market volatility and lower multinational 
earnings growth

 ▪ Stronger Dollar:  Negative for U.S. manufacturing 
 ▪ Potential political momentum towards protec-
tionism

 ▪ Risk of contagion for other EU countries & long-
term viability of the EU under question

ECONOMIC IMPLICATIONS

The charts to the right show City National Rochdale’s 
estimates for the negative effects that the Brexit vote will 
have on GDP in the U.S., UK, and the EU in 2016.

INVESTMENT STRATEGY IMPLICATIONS

Over a year ago, City National Rochdale made the deci-
sion to reduce European/UK equity exposure in client 
portfolios to just 5%, which is significantly less than the 
typical allocation of 10-20% in a normal global asset 
allocation universe. Over the past few days, this prescient 
investment decision means that City National Rochdale 
clients were not exposed to the same extent of volatility 
as those that had a more normal allocation to European 
equities. In addition, our underweight to Europe should 
reduce exposure to future uncertainties that may arise 
from the UK’s decision to exit the European Union.

By Garrett D’Alessandro, CFA, CAIA, AIF®   
Chief Executive Officer & Chief Investment Officer
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Source: City National Rochdale, June 27, 2016
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Important Disclosures

The information presented does not involve the rendering of personalized investment, financial, legal, or tax advice.

Certain statements contained herein may constitute projections, forecasts, and other forward-looking statements. 
Certain information has been provided by third-party sources and, although believed to be reliable, it has not been 
independently verified and its accuracy or completeness cannot be guaranteed.

Any opinions, projections, forecasts, and forward-looking statements presented herein are valid as of the date of this 
document and are subject to change.

All investing is subject to risk, including the possible loss of the money you invest. When interest rates rise, bond prices 
fall.

There are inherent risks with equity investing.  These risks include, but are not limited to stock market, manager, or 
investment style.  Stock markets tend to move in cycles, with periods of rising prices and periods of falling prices.

Investing in international markets carries risks such as currency fluctuation, regulatory risks, economic and political 
instability. Emerging markets involve heightened risks related to the same factors as well as increased volatility, lower 
trading volume, and less liquidity.  Emerging markets can have greater custodial and operational risks, and less de-
veloped legal and accounting systems than developed markets.

Past performance is no guarantee of future performance.

This material is available to advisory and sub-advised clients of City National Rochdale, LLC, a Registered Investment 
Advisor and a wholly owned subsidiary of City National Bank.
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