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global financial crisis and
the currency was moving
two or three cents in the
blink of an eye.

The Bank of England,
European Central Bank
and the People’s Bank of
China all said they were
ready to provide liquidity
if needed to ensure global
market stability.

Shockwaves
The shockwaves affected

all asset classes and regions.
The safe-haven yen

jumped 3.8 percent to 102.36
per dollar, having been as
low as 106.81. The dollar’s
peak decline of 4 percent
was the largest since 1998.

Emerging market curren-
cies across Asia and eastern
Europe and South Africa’s
rand all buckled on fears
that investors could pull
out. Poland’s zloty slumped
4.7 percent.

Europe’s safety play, the
10-year German government
bond, surged, with yields
tumbling back into negative
territory and a new record
low.

MSCI’s broadest index of
Asia-Pacific shares outside
Japan slid almost 3.4 per-

cent. Tokyo’s Nikkei had its
worst fall since 2011, down
7.9 percent.

Investors stampeded into
low-risk sovereign bonds, with
U.S. 10-year notes up around
1.5 points in price to yield
1.5718 percent. Earlier, the
yield dipped to 1.406 percent.

The rally even extended
to UK bonds, despite a warn-
ing from ratings agency
Standard & Poor’s that it
was likely to downgrade
Britain’s triple-A credit rat-
ing if it left the EU. Yields on
benchmark 10-year gilts fell
27 basis points to 1.096 pct.

Across the Atlantic, in-
vestors were pricing in less
chance of another hike in

U.S. interest rates given the
Federal Reserve had cited a
British exit from the EU as
one reason to be cautious on
tightening.

The cost for Wall Street to
fund dollar-based trades
rose on Friday to the highest
in nearly three months.

Oil prices slumped
around 5 percent amid fears
of a broader economic slow-
down that could reduce de-
mand. U.S. crude shed $2.51
to $47.60 a barrel while Brent
fell 4.9 percent to $48.42.

Industrial metal copper
sank 1.7 percent but gold
leaped nearly 5 percent
higher thanks to its per-
ceived safe-haven status.
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Wall Street eyes low rates, earnings after ‘Brexit’ rout
BY NOEL RANDEWICH AND
CAROLINE VALETKEVITCH
REUTERS

With markets reeling after
Britain’s vote to leave the Eu-
ropean Union, some on Wall
Street expect cooler heads to
prevail over the next several
sessions as investors focus do-
mestically on the outlook for
the U.S. economy and compa-
ny earnings.

The unexpected decision
by Britons to break away
from the world’s biggest trade
bloc raised the specter of a
slower global economy and
sent stocks and currencies
plunging by historic amounts
on Friday.

Friday’s 3.6 percent slump
erased the S&P 500’s gains for
2016. But even as the index
suffered its worst one-day
drop in 10 months, some U.S.
investors looked for reasons
to expect more upbeat trading
next week.

They pointed to expecta-
tions that U.S. interest rates
would remain low, that up-
coming reports would show
U.S. corporate earnings had
recently improved and that
Britain’s breakup with the EU
would be gradual, and not
economy-wrecking.

“I don’t think this is a
catalyst that’s going to cause
a bear market in this coun-
try at all. People should not

be going ‘the world is com-
ing to an end.’ It’s not,” said
Ken Polcari, director of the
NYSE floor division at
O’Neil Securities in New
York.

U.S. companies do stand
to lose from Britain’s di-
vorce from the EU, a process
expected to take two years to
negotiate.

Britain was the fifth-larg-
est buyer of U.S. exports last
year, with $56 billion in pur-
chases, according to U.S.
Census Bureau estimates. A
stronger dollar versus the
pound and other currencies
would inevitably hurt U.S.
companies selling abroad.

“There’s going to be a lot of

reconsideration, pausing,
certain deals that were con-
templated are going to
change,” said Steve Massoc-
ca, chief investment officer at
Wedbush Equity Manage-
ment.

Fed Chair Janet Yellen is
scheduled to speak at an event
in Portugal on Wednesday
and investors will want to
know how she sees the so-
called Brexit changing the
outlook for the U.S. economy
and interest rates.

Traders have completely
priced out any chance of a Fed
rate hike this year and are
even weighing the possibility
of a rate cut, federal funds rate
futures suggest.


