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Quick equity recovery and lower bond yields

Equity markets
(index; June 23, 2016 =100)
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Sentiment has deteriorated and sterling Is down

Economic sentiment
(index; long-term average=100)
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Labor indicators steady and some trade improvement
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Note: 1/ Revisions are reflecting the change in forecasts between the pre-Brexit vote vintage and the most recently available vintage.



Brexit: Summing up: impact

How do we Interpret the better-than-expected financial market
developments?

= Will they be unwound?
» Has the exchange rate saved the day?

= House prices?

Uncertainty effects will be prolonged
= Can't negotiations quickly dissipate uncertainty?

= U.K. macro policies, including fiscal easing, can be helpful
= But uncertainty effects will also impact the EU-27, with little policy space



Brexit: Structuralfactors and political fallout

How will structural factors play out?
» What type of deal will be struck with EU?

= How will the financial sector be affected? Other key exporters (e.g. car
manufacturers, Airbus suppliers)?

= Will migration into U.K. slow down sharply?

What further political repercussions?

= Too good a deal for the U.K. would further encourage centrifugal forces in EU
= Could the U.K. reconsider?

= Serious re-think needed on a range of EU, euro area arrangements



