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On 23rd June 2016, over half of the UK electorate voted to leave the European Union.
Markets have perceived this as very negative news and contrary to the forecasts from the
final opinion polls taken before the vote.

The pound sterling (GBP) fell almost 12% from its highs of over $1.50, when investors were
optimistic on a Remain vote, to a low of $1.32. It had not traded at this level since 1985. It
has since rallied but remains substantially below its overnight highs.

The FTSE All-Share index of UK equities fell 9% on opening, again reflecting the market's
negative perception of the referendum result. It has rallied from this level but remains in
firmly negative territory.

The very negative sentiment has provided support for defensive assets such as government
bonds and gold. The yield on ten-year US government bonds fell from 1.69% to 1.40% and
the yield on ten-year German government bonds fell from 0.09% to -0.17%. In the UK,
ten-year government bonds yields fell from 1.37% to 1.01%. Gold rose from $1256.84 to
$1358.54 (+8.1%). These assets have also pared their initial moves over the morning of 24
June.

Mark Carney, the Governor of the Bank of England, has announced that the Bank is ready to
take steps to support the financial system. He has already indicated a willingness to
provide more than £250bn in additional liquidity measures to support the functioning of
markets. Global central banks are also taking steps to calm markets.

David Cameron, the UK Prime Minister, has announced his resignation but will remain in
post until October, which aims to provide some stability.

It is too early to make predictions about the impact of the result on the longer-term global
economic outlook. In the shorter term, volatility has risen and it may take time for asset
markets to fully price the effects of the referendum.

The City Financial Wealth Fund holds a number of positions that should perform well in
crisis conditions and have so far gained in value early on 24th June. These include:

- Exposure to gold. This is held through a 2% direct holding and a 5.5% in an ETF
tracking the performance of gold mining companies. Gold miners typically
outperform the gold price in positive moves and this has been the case in the early
post-referendum trading.

- Agood sized position of approximately 25% in five-year US government bonds.
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- An overweight in the Japanese yen versus the US dollar. This was closed for a
profit on the morning of 24 June.

- A modest underweight in GBP. Our underlying positioning is very underweight the
GBP and, although we hedged out much of this position for risk control reasons, we
still believe that the Fund holds a lower weighting to GBP than its peer group.

The Fund holds approximately 17% in UK equities, which is approximately neutral relative
to our assessment of the underlying sector average positioning. We are also neutral
overseas equities, excluding the gold mining ETF, at approximately 29%. The UK equity
exposure will have a negative impact on absolute performance given the market weakness
but the falling GBP should help offset losses on overseas equities.

We expect investment trusts to deliver negative returns as they suffer mark-to-market
weakness in response to poorer investor sentiment. We have reduced our exposure over
2016 but our remaining holdings are likely to detract marginally from performance in the
short term.

The Fund has normal working levels of liquidity. We are looking for opportunities that may
arise from the dislocation in markets over the coming days and weeks.
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