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Dear Friends, 

 
In what could be an historic vote or a wake up call to European political and economic elites, or both, the 
United Kingdom voted by 51.9% to 48.1% to sever its membership in the E.U.  England and Wales voted 
strongly in favor of Brexit as it’s being called, while Scotland and Northern Ireland (U.K. controlled areas in 
Ireland) preferred to stay in the E.U.  So what?  How are we affected beyond having our accounts pummeled by 
frightened investors seeking the exit as is common when uncertainty abounds? 
 
We think that globalization as we knew it had slowly been unraveling post the 2008 financial crisis and now it’s 
in full retreat.  Populists (think Silvio Berluscone and Hugo Chavez) appear to have a foothold to ascendancy.  
And they have a point.  Political and economic elites have been doing the equivalent of fighting over the deck 
chairs while the Titanic was sinking.  This said, globalization of supply chains (outsourcing manufacturing) has 
been dying for some time as manufacturing labor does not have the demand it once had.  More and more 
goods are still being produced, but with fewer human workers.  The point:  Brexit is just another event in what 
is likely to be the birth of a new economic and maybe a political order.  We have written recently about the 
forces which are making much human labor obsolete in economic terms.  While Brexit is arguably about the 
U.K.’s ability to control immigration and to be free of what a lot of Brits see as a stifling bureaucracy, we 
recognize that a sizable proportion of the populace feel left out of the so-called prosperity and abandoned by 
their elites.  Europe, as we have come to know it, is at a crossroads.  It can do the additional steps to strengthen 
the E.U. through a banking union and in essence more commonality.  It can lead or it can disintegrate into the 
common market it was before the E.U. was formed.  But what about us? 
 
We have been saying that we want to be invested mostly in the Western Hemisphere because we foresaw 
growing turmoil and uncertainty in Europe and Asia.  Brexit may be the first major event which supports our 
contention – or it may be a chimera.  After all, two years remain for the U.K. to sort out the terms of the 
departure with the E.U.  There may even be another referendum.  So the longer-term effect of yesterday’s U.K. 
vote is still in doubt.  Still, we think that the Western Hemisphere is pretty much a complete whole from an 
investing point of view without the rest of the world.  Canada, Mexico, Central America and South America 
offer opportunity galore for U.S. investors in the form of commodities, inexpensive labor and a growing 
consumer class.  The inexpensive labor may not be the flash point it was when China joined the World Trade  
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Organization but it bears watching.  What most people don’t know is that outsourcing is not just a one way 
deal.  The world is actually a safer place today in our opinion because much of the world’s population is far 
better off than it was 20 years ago.  But again, what about us? 
 
We remain invested through the turmoil, receiving our dividends and awaiting the inevitable cooling of 
tensions.  There are far too many paths the future can take for us to choose one and take action contrary to 
what could be our long-term interest.  We have raised 5%-8% cash in most accounts for potential buying 
power.  We will communicate in coming weeks frequently as we have a better sense of the lay of the land.  But 
we believe that to sell everything while awaiting clarity is a foolish action.  Getting invested again when things 
settle down will see us selling low and buying higher.  It was so after the invasion of Kuwait, the Asian financial 
crisis, the Japanese earthquake, 9-11 and other event-driven downturns.  None of these things were signals of 
dire things to come as the Lehman Brothers failure (which gridlocked the world economy for a time to its world 
trade position) or the Federal Reserve’s interest rate increases after Y2K fizzled, leading to a spectacular 
popping of the 90’s investment bubble.  London banks are indeed important to world commerce but they will 
be filled with the liquidity they need to operate by the Bank of England. 
 
We will be back with you next week and for as many times as it takes to navigate the huge uncertainty facing 
the U.K., Europe and to a lesser extent the rest of the world.   One thing is certain, however - the times they are 
a-changin’.  
    
Thanks for being with us. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 

 

 
The opinions contained in this report represent the author’s current knowledge and are based on sources known to him at the time of 
writing.  Such opinions are subject to change at any time and are presented for educational value.  Any other use, such as investment 
solicitation, is inappropriate and absolutely unintended by the author.  Readers must evaluate information herein presented. 


