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The vote of UK citizens in favor of leaving the EU affected stock prices not only in the UK but around the 
globe. On Friday, Jun. 24, 2016, the day following the referendum, equity markets opened with a huge 
discount compared to the previous day’s close. 
  
But has the referendum affected stock prices equally within markets? We investigate two markets, the UK 
and the USA more closely and find that drawdowns were substantially driven by companies’ revenue 
exposure to the UK, i.e., the higher their revenue entanglement with the UK is, the higher was the 
negative impact of the vote in favor of “Brexit” on firm value. 
 
In order to demonstrate this effect, we will have a closer look at the relation between company-level 
revenue exposures to the UK and performance, measured over the course of the day immediately 
following the referendum.  
 
Figures 1 and 2 as well as Tables 1 and 2 provide median revenue exposures and performance figures of 
UK and US companies to the UK. Performance figures are hereby measured over the course of Friday, 
Jun. 24.  

FIGURE 1 

 

FIGURE 2 

 

 

 

Median revenue exposure of UK companies to the UK as well as 
median performance over the course of Jun. 24. Medians are 
computed based on constituents of the STOXX UK 180. Hereby, 
companies are allocated to quartiles according to their revenue 
exposure to the UK. 

 

Median revenue exposure of US companies to the UK as well as 
median performance over the course of Jun. 24. Medians are 
computed based on constituents of the STOXX USA 900. Hereby, 
companies are allocated to quartiles according to their revenue 
exposure to the UK. 
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Hereby, companies of two broad market benchmark indices,  the STOXX UK 180 as well as the STOXX 
USA 900 , are allocated to quartiles according to their revenue exposure to the UK. The first quartile 
includes companies with the lowest UK exposure while the 4th quartile includes companies with the 
highest UK exposure. 
 
It can be directly observed that companies that fall into the 4th quartile displayed a significantly higher 
drawdown compared to those that fall into the quartile with the lowest UK exposure. In fact, the 
performance differential among UK firms was an impressive 9.5 percentage points while the 
performance differential of a market as remote to the UK as the USA was still 2.9 percentage points. 
 
Knowing about this direct relationship between exposure and performance, investors can act upon this 
information by tilting their portfolios in desired directions. The STOXX True Exposure Indices, in short 
STOXX TRU, allow investments in predefined countries or regions by selecting companies that have a 
dominant economic exposure to the targeted area. 
Thus, STOXX revenue exposure data as well as derived indices (STOXX TRU) enable investors to decrease 
their UK exposure if desired. 
 

- A UK based investor who might be subject to investment constraints and needs to maintain a 
minimum UK equity exposure, may, for example, focus on those UK domiciled stocks that are 
well diversified internationally and display a comparably small UK exposure (i.e. companies that 
fall into the 1st quartile) 

- Investors domiciled outside of the UK, e.g. in the US, may, on the other hand, focus on those 
companies that are less or not at all exposed to the UK (i.e. US domiciled companies that fall 
into the 1st quartile) 
 

To further demonstrate this “immunizing” effect, Table 3 contains performance figures, again measured 
over the course of Jun. 24, 2016,  for two standard benchmark indices, the STOXX UK 180 and the 
STOXX USA 900, as well as for derived (sub-)indices that include only those stocks that generate a 
predefined minimum share of revenues in the respective local market.1  
 
 
 

 
1 Minimums hereby range from 25% to 100% in 25 percentage point increments. 

STOXX UK 180 

Quartile UK Exposure Performance 

1 7.0%   0.8% 

2 30.7% -4.5% 

3 78.0% -8.4% 

4 100.0% -10.3% 

Table 1: Median revenue exposure and performance figures 

corresponding to Figure 1. 

STOXX USA 900 

Quartile UK Exposure Performance 

1 0.0% -2.1% 

2 0.6% -3.3% 

3 2.3% -4.4% 

4 6.0% -5.0% 

Table 2: Median revenue exposure and performance figures 

corresponding to Figure 2. 
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Benchmark TRU 25% TRU 50% TRU 75% TRU 100% 

UK -3.69% -7.87% -11.20% -12.12% -14.03% 

USA -3.61% -3.32% -3.23% -2.56% -2.13% 

Table 3: Performance of STOXX UK 180 and STOXX USA 900 indices on Jun. 24, 2016 in local currency (referred to as benchmark indices). 

Additionally, the performance of STOXX TRU UK and STOXX TRU USA Indices with minimum revenue exposures to respective market of 25%, 

50%, 75% and 100% are displayed. 

 
 
It can be observed that, for the case of the UK, index performance was the lower, the higher the 
“required” revenue exposure to the local market. For the US, on the other hand, the opposite holds true. 
The higher the required exposure to the local market is, and in turn, the lower the exposure to the UK, the 
more immune the portfolio was. Thus, US investors would have been able to substantially mitigate the 
effect of “Brexit” on their portfolio by focusing on companies that are less entangled with the UK.  
 
To summarize: the higher the revenue exposure of UK and foreign based companies to the UK, the 
higher their drawdown in the context of the recent referendum. STOXX TRU USA Indices are found to be 
more immune towards UK shocks while the opposite holds true for STOXX TRU UK Indices. Knowing 
about the relationship between exposure and performance, investors can act upon this information by 
tilting their portfolios in desired directions. 
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About STOXX Limited 

STOXX Ltd. is a global index provider, currently calculating a global, comprehensive index family of over 7,000 strictly rules-
based and transparent indices. Best known for the leading European equity indices EURO STOXX 50, STOXX Europe 50 and 
STOXX Europe 600, STOXX Ltd. maintains and calculates the STOXX Global index family which consists of total market, broad 
and blue-chip indices for the regions Americas, Europe, Asia/Pacific and sub-regions Latin America and BRIC (Brazil, Russia, 
India and China) as well as global markets. 

To provide market participants with optimal transparency, STOXX indices are classified into three categories. Regular “STOXX” 
indices include all standard, theme and strategy indices that are part of STOXX’s integrated index family and follow a strict rules-
based methodology. The “iSTOXX” brand typically comprises less standardized index concepts that are not integrated in the 
STOXX Global index family, but are nevertheless strictly rules-based. While indices that are branded “STOXX” and “iSTOXX” are 
developed by STOXX for a broad range of market participants, the “STOXX Customized” brand covers indices that are specifically 
developed for clients and do not carry the STOXX brand in the index name. 

STOXX indices are licensed to more than 500 companies around the world as underlyings for Exchange Traded Funds (ETFs), 
futures and options, structured products and passively managed investment funds. Three of the top ETFs in Europe and 
approximately 25% of all assets under management are based on STOXX indices. STOXX Ltd. holds Europe's number one and 
the world's number two position in the derivatives segment. 

STOXX is part of Deutsche Börse Group, and markets the DAX indices. 

www.stoxx.com  

http://www.stoxx.com/
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©STOXX 2016. All Rights Reserved. 
STOXX research reports are for informational purposes only and do not constitute investment advice or an offer to sell or the solicitation of 
an offer to buy any security of any entity in any jurisdiction.  
Although the information herein is believed to be reliable and has been obtained from sources believed to be reliable, we make no 
representation or warranty, expressed or implied, with respect to the fairness, correctness, accuracy, reasonableness or completeness of 
such information. 
No guarantee is made that the information in this report is accurate or complete, and no warranties are made with regard to the results to 
be obtained from its use. STOXX Ltd. will not be liable for any loss or damage resulting from information obtained from this report. 
Furthermore, past performance is not necessarily indicative of future results. 
Exposure to an asset class, a sector, a geography or a strategy represented by an index can be achieved either through a replication of the 
list of constituents and their respective weightings or through investable instruments based on that index. STOXX Ltd. does not sponsor, 
endorse, sell, promote or manage any investment product that seeks to provide an investment return based on the performance of any 
index. STOXX Ltd. makes no assurance that investment products based on any STOXX index will accurately track the performance of the 
index itself or return positive performance. 
The views and opinions expressed in this research report are those of the author and do not necessarily represent the views of STOXX Ltd. 
This report is for individual and internal use only. It may not be reproduced or transmitted in whole or in part by any means—electronic, 
mechanical, photocopying or otherwise—without STOXX's prior written approval.  

 


