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Keeping faith in British democracy
By#Olivier#Dyer#

Between promoting peace and unity in Europe and maintaining close ties with the United States, the UK has always
held a unique yet influential position within Europe. It is important that the country maintains this position for the
benefit of all, especially at a time when the public mood is far from calm and easily given to panic.
Viewed from the Continent, relations between Europe and Britain
have resembled a long drawn-out dispute dating back to the
immediate post-war period, from the exclusion of Britain from
negotiations to join the ECSC in 1950 through to the French veto on
Britain's membership of the EEC of 14 January 1963 and 29
September 1967. There has been no formal break off from Europe
since, yet there is now the real prospect that the British people opt to
leave the European Union in which it had chosen to stay in a 1975
referendum.
This is not good news for the business community, if recent
movements in the Pound are anything to go by. From its November
highs against the Euro of around £0.70, the UK currency has since
slowly but surely fallen 14.4%, with the deal secured by David
Cameron in Brussels serving the halt the decline.
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The deal addresses four major demands:
- Introducing a four-year restriction on the ability of new arrivals to
the UK from elsewhere in the EU to obtain benefits. In this regard, the
UK could have changed its own laws rather than contest one of the
fundamental achievements of the Treaty of Rome.
- Enhancing the power of national parliaments through the
opportunity to block EU treaties where 55% of national parliaments
are opposed. This right of withdrawal has existed since the signing of
the Lisbon treaty.
- The Euro to no longer be considered the single currency of the
Union. This demand is a throwback to the opt-out clause voted and
agreed in 1992, which already provides for multiple currencies
including the Swedish Krona, the Pound Sterling and the Danish
Krone.
- Finally, enhancing the free movement of capital and reducing the
European regulatory burden on companies in order to advance the
single market. In many cases UK regulators, in particular the FCA,
have not only ratified European regulatory proposals but even
considerably strengthened them.
So nothing new of note here, besides a lot of posturing aimed at
assuaging British public opinion, along with a high degree of
shrewdness to continually capitalise on the exceptionalist stance
adopted by successive British governments for almost 40 years.
The first renegotiations over British contributions began barely two
years after the UK's accession on 21 January 1972. The entry into
force in 1984 of a special fund allowing for a UK rebate of a portion of
its financial contribution (ERDF - European Regional Development

Fund), fixed the level of the rebate at two-thirds of its net
contribution.
In terms of monetary exceptionalism, a quick glance at the volatility of
the Pound shows how joining the Single Currency became somewhat
of an impossibility. It is no coincidence that at the same time as the
Maastricht treaty was being ratified, the Pound was routed on Black
Wednesday (16 September 1992), after which it exited the ERM,
never to return. The Pound first deviated from the European line with
the floating of the Pound in June 1972, less than six months after
accession.
More dramatic swings have occurred since then: in 2008, the UK
currency lost almost 40% of its value.
The referendum will take place on 23 June, with David Cameron
committed to an "in" vote. Nothing is harder to predict than public
opinion, so it is worth assessing the potential consequences of an
"out" vote, not only on the UK economy and the City of London, but
also on the rest of Europe.
An end to the "European passport" for all financial institutions based
in the UK, including non-European (i.e. US and Asian) banks, along
with the need to obtain necessary approval from local regulatory
authorities to engage in distribution, fund management,
intermediation, deposit and lending activities, will lead to the
relocation of certain financial activities to the Continent. For example,
directors at HSBC have indicated that they would relocate 20% of
their market activities and investment banking operations, which
together employ 1,000 people, to Paris. The ECB will also renew its
demand that British companies managing financial trades in euros to
relocate to the Eurozone, having been thwarted at the first attempt
by the General Court in Luxembourg, on account of the ECB lacking
the necessary competence to regulate the activities of clearing
houses.
The case of Brexit will also galvanise movements for independence
in all corners of the UK, notably in Scotland, Wales and Northern
Ireland. It will also unleash centripetal forces within Europe that are
already apparent in the divergence in yields on government bonds
(e.g. Portugal, Greece). Given the current state of public finances and
the commitments already undertaken by the ECB, it is hard to imagine
what the next preventive measure against the recurrence of another
European lending crisis might be.
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About Advisors & Partners:

Advisors & Partners LLP (A&P) is an independent company providing financial, advisory and business development services to institutional
investors, asset managers and financial institutions. The company's range of services caters for investors who want access to innovative
alternative investment solutions across financial & real assets with a focus on capital preservation and risk management. Other services include
manager research, sourcing and selection, managed account solutions, portfolio construction and deal sourcing on financial and real/tangible
assets. The firm provides asset managers with access to the investor community via the A&P dedicated distribution network.

For further information about Advisors & Partners and our services, please see our website at www.advisorsandpartners.co.uk

Disclaimer: This electronic communication (this Document) and its contents are intended for the recipient only and may contain confidential,
non-public and/or privileged information. If you have received this electronic communication in error, do not read, duplicate or distribute. Please
advise the sender immediately and delete it from your system (if permitted by law). This Document is only directed at Swiss qualified
investors, professional clients and eligible counterparties and the services or investments referred to in this Document are only
available to Swiss qualified investors, professional clients and eligible counterparties. Retail clients should not rely on the information
herein. Advisors & Partners makes no representation or warranty that the information contained herein is accurate, complete, fair or correct or
that any transaction is appropriate for any person and it should not be relied on as such. All information is subject to change without notice.
Nothing herein shall be construed as a recommendation or solicitation to purchase or sell any financial product or security or as an official
confirmation of any transaction. The information in the Document has been compiled and obtained from sources believed to be reliable, but A&P
does not represent or warrant that it is accurate and complete or that any transaction is appropriate for any person and it should not be relied on
as such. Any information concerning the performance track record of any financial product is given purely as a matter of information and without
legal liability, representations or warranties on the part of A&P. Any decision by an investor to offer to buy or otherwise deal in any of the
securities herein should be made only on the basis of the information contained in the relevant offering memorandum, prospectus, and/or
subscription document, as applicable, of the relevant financial product (the "Offering Documents"). The Document does not therefore include
sufficient information required to make an investment decision. This communication is for information purposes only. Any market or other views
expressed herein are those of the author and or the sender only as of the date indicated and not necessarily those of Advisors & Partners. Emails may not be secure or error free and information could be lost, destroyed, incomplete, delayed, altered, intercepted, corrupted or fail to be
delivered. Advisors & Partners makes no representation that this e-mail or any attachments are free of computer virus or other defects or
inherent risks and accepts no responsibility for any loss or damage or liability of any kind arising there from. Advisors & Partners reserves the
right to retain all messages. Advisors & Partners refers to Advisors & Partners LLP and its affiliates. Any financial product and/or any other
securities mentioned in the Document may not be eligible for sale in some states or countries.
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Additional information for Swiss investors. This Document is only directed at Swiss qualified investors, and the services or investments
referred to in this Document are only available to Swiss qualified investors. Retail clients should not rely on the information herein.
This document may only be distributed in or from Switzerland only to qualified investors within the meaning of Art. 10 Para. 3, 3bis and 3ter
CISA. The representative of the Company in Switzerland (the “Representative in Switzerland”) is Société Générale, Paris, Zurich Branch,
Talacker 50, 8001 Zurich. The paying agent (“Paying Agent”) of the Company in Switzerland is Société Générale, Paris, Zurich Branch, Talacker
50, 8001 Zurich. The Prospectus or Memorandum, Key Investor Information Documents, Memorandum and Articles of Association as well as the
annual and semi-annual reports may be obtained free of charge from the Representative in Switzerland. In respect of the Shares/Units
distributed in Switzerland, the place of performance and jurisdiction is at the registered office of the Representative in Switzerland.

Advisors & Partners LLP is an appointed representative of Laven Advisors LLP, which is authorised and regulated by the Financial Conduct
Authority. Advisors & Partners LLP is incorporated in England and Wales (No. OC368708), with registered office address at 16 Old Bailey
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