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LONDON: European and Asian stock markets built on
a recovery from the aftermath of last week’s Brexit
vote yesterday as investors wagered central banks
would ultimately ride to the rescue with more stimu-
lus. UK and European banks, a center of concern since
Britain shocked global financial markets on Friday by
voting to leave the European Union, were broadly
higher, extending a recovery from two days of trading
which knocked almost 40 percent off shares in
Barclays and RBS.

Sterling, the other big victim on Friday and
Monday, rose around 0.6 percent against the dollar to
recover a full 3 cents of Friday’s 18-cent fall to 31-year
lows. Stock markets in Frankfurt, Paris and London all

gained more than 2 percent in morning trade while
the pan-European index of major banks was up 1.6
percent. Wall Street was also set to open higher.

At the heart of the recovery are expectations that
the world’s major central banks will go easier on mon-
etary policy over the next six months in anticipation
of another hit to global growth from Europe.

Traders said there was much talk, particularly
outside the UK, of ways in which Britain could
renege on the results of the referendum to
which no politician has given credence. But
either way markets face a prolonged period in
limbo while a new UK prime minister is selected
and officials get to grip with the possible scenar-

ios for Britain’s departure.
“While the initial panic from Brexit appears to

have eased, a huge amount of uncertainty remains
which could continue to weigh on sentiment for a
while,” said Craig Erlam from online brokerage
Oanda. Britain’s 27 partners meet without the UK on
Wednesday to discuss how to respond to a Brexit
and are expected to launch a period of reflection,
culminating in a set of EU reform proposals to be
unveiled by March of next year.

“Expect lots of mood swings ahead as the pre-
vailing mood changes but there was definitely an
air that full Brexit wasn’t necessarily a done deal
yesterday,” Deutsche Bank analyst Jim Reid said in

Global stocks gain as Brexit nerves settle
a morning note. Better signals from the US
economy on Tuesday were also playing into
the price action.

But the first Federal Reserve policymaker
to comment since the vote, Governor Jerome
Powell, said it had shifted global risks “to the
downside”, reinforcing expectations the Fed
will not hike U.S. rates this year and could
even cut. 

Asia builds on gains
Asian markets rose again yesterday on

hopes that authorities will unveil fresh stimu-
lus to counter the effects of Britain’s shock
vote to leave the European Union. After
Friday’s battering, regional investors have this
week led a return to global equities and high-
er-yielding currencies.

However, analysts warned there would
likely be a period of volatility as Britain and its
EU partners try to hammer out an exit agree-
ment. Yesterday’s gains built on the previous
day’s advance after South Korea unveiled a
$17 billion plan to support its already fragile
economy and news emerged that Japan was
considering a similar move. Before the Tokyo
bourse opened, Prime Minister Shinzo Abe,
Finance Minister Taro Aso and Bank of Japan
chief Haruhiko Kuroda held talks on contain-
ing the Brexit crisis.

Japan’s Nikkei ended 1.6 percent higher
and Shanghai gained 0.7 percent by the close.

Hong Kong finished up 1.3 percent and
Sydney was 0.8 percent higher. Seoul,
Singapore, Wellington, Manila, and Jakarta
each put on more than one percent. 

In a sign that traders have calmed, higher-
yielding and riskier currencies mostly rose-
Malaysia’s ringgit gained 0.7 percent and the
South Korean won was one percent higher,
while the Indonesian rupiah and Indian rupee
also strengthened.

‘Unnerving calm’ 
Stephen Innes, senior trader at OANDA

Asia Pacific, said in a note: “The fiscal stimulus
rumors saw risk appetite back on cue.” But he
warned: “This relative calm is unnerving, given
how fragile investor 

sentiment is, and the likelihood of
renewed (pound) volatility. As a result, FX
markets should remain a hot spot for the fore-
seeable future. Liquidity is gradually improv-
ing and appears to have weathered the initial
Brexit sell-off.” Attention is now on how
Britain negotiates its way out of the EU after
four decades of partnership. Adding to the
uncertainty is the fact Prime Minister David
Cameron will stand down in the autumn, leav-
ing his successor to hammer out the deal.
Meeting in Brussels, impatient EU leaders
Tuesday called on Cameron to speed up the
split and warned Britain cannot expect special
treatment outside the bloc. —Agencies


