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“BREXIT”

As you will be aware, the British public have voted to leave the European Union. A surprise for
many, not least financial markets, which had been led by the polls and betting odds in the run-up
to the vote. Until last night markets were positioned for the UK to remain in the EU. The outcome
of the vote has, unsurprisingly, led to a sharp reversal in market positioning. Below we set our
reaction to events and how clients’ portfolios are positioned. We will provide further commentary
as events unfold in the coming days and weeks.

Commentary

Markets have reacted in conventional fashion, which has not always been the case in recent times.
Risk assets have fallen and bonds and gold have risen. The pound has fallen sharply. Having said
that, as the day has progressed, some modest recovery is now underway - at least temporarily.

Markets dislike uncertainty, and that will continue to be reflected in the months ahead.
Negotiations between the UK and the rest of the world will take some time and we are not going to
try and predict the outcome, but we do know that article 50 (which is the article setting the
conditions for departure) will not be invoked until the new prime minister is in situ, so we know
that the UK will remain a member of the EU for at least another 27-28 months. What we also know
is that trade between the EU and the UK will be temporarily compromised, but in the long-term we
still need each other so do not predict any dramatic long-term damage. The real danger lies in the
political environment and “Brexit” will no doubt add fuel to far-right political parties in an already
flammable environment (note Donald Trump’s arrival in Scotland this morning). The political and
financial establishment grossly underestimated the degree of dissatisfaction amongst British
voters, and it is that disconnect that has been their downfall.

Clients’ Portfolios

As you may be aware, we have been defensively positioned across all portfolios in recent months.
Relatively high allocations to government bonds, underweight equity positioning (particularly the
UK), and meaningful US dollar and Euro exposure, imply that portfolios have been relatively well
insulated against “Brexit”. Volatility is high, so we will wait for more clarity on events over the
coming days and will avoid any reactive behaviour until markets settle down.

In summary, we see no need to panic, and will react rationally to events as they unfold. Defensive
portfolio positioning remains well suited to the current climate and we will, as ever, take
advantage of market opportunities to add value to clients’ portfolios in the months ahead.
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Risk Warning:

This document has been issued by Quartet Capital Partners LLP (“Quartet”), which is authorised
and regulated by the Financial Conduct Authority. The information in this document does not
constitute, or form part of, any offer to sell or issue, or any offer to purchase or subscribe for
shares, nor shall this document or any part of it or the fact of its distribution form the basis of or
be relied on in connection with any contract. This financial promotion and the products and
services it describes are directed at professional clients or eligible counterparties only. Retail
clients may not rely on it. Quartet has not taken any steps to ensure that the securities referred to
in this document are suitable for any particular investor and no assurance can be given that the
stated investment objectives will be achieved. Quartet may, to the extent permitted by law, act
upon or use the information or opinions presented herein, or the research or analysis on which it
is based, before the material is published.

The portfolio performance information presented in this letter is estimated, unaudited, net of
applicable fees and is subject to change. No representation is being made that the portfolios will
or are likely to achieve profits or losses similar to those shown on the monthly performance table.
Past performance is not indicative of future results and a client may not get back the amount
originally invested.

The law may restrict distribution of this document in certain jurisdictions; therefore, persons into
whose possession this document comes should inform themselves about and observe any such
restrictions. This letter, the information contained herein, and any oral or other written
information disclosed or provided is strictly confidential and may not be reproduced or
redistributed, in whole or in part, nor may its contents be disclosed to any other person under any
circumstances.

Quartet Capital Partners LLP is a Limited Liability Partnership registered in England and Wales,
Company No: OC345770.

Registered Office: 16 Water Lane, Richmond, Surrey, TW9 1T]J.
Authorized and regulated by the Financial Conduct Authority of the United Kingdom (“FCA”).

A list of members is available for inspection at the registered office.



