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We were delighted to welcome Stephanie Flanders the Chief UK and 

European Market Strategist for J.P. Morgan Asset Management.  She delivers 

insight into the economy and financial markets to thousands of professional 

investors globally.   Stephanie was previously the Economics Editor at the BBC, 

where her analysis and on-air commentary were widely respected and 

broadcast around the world.   Kate Rogers, Chair of Charity Investors’ Group, 

briefly summarises her presentation 
 

 

The upcoming EU referendum brings with it considerable uncertainty.  The Charity Investors' 

Group was delighted to welcome Stephanie Flanders, Chief UK and European Market 

Strategist for J. P. Morgan Asset Management to reflect on what it could mean for charity 

investors. 

 

As a topic of conversation around UK dinner tables, the European referendum polarises 

opinion.  Whether, like Stephanie's 9 year old son, you are worried about the impact on the 

European football transfer market, or, like her father in law, lamenting the demise of the 

'proper' English breakfast in hotels across the land, there are multiple reasons given from both 

the 'remain' and 'leave' camps.  Whereas many individuals are talking about micro issues close 

to their own hearts, economists and market commentators have been more focused on the 

macro impact of the vote.   

 

Europe is currently characterised by uneven growth.  Growth has rebounded in many of the 

'crisis' economies, such as Spain and Ireland which are now outpacing the UK.  Our own 

economy has fared better than the overall Eurozone since the crisis, as the UK budget deficit 

(at more than double the level of the Eurozone) has promoted growth and inflation.  In the UK, 

the stubborn inflation experienced in the first few years post crisis was helpful in both eroding 

debt and keeping unemployment low.  Real wages fell, meaning the relative cost of labour 

fell, amid much lamenting of real living costs increasing.  However, Stephanie highlighted that 

this was a more equal spread of the 'cost' of a recession across the population, which would 

otherwise be felt mainly by those losing their jobs. 

 

The pain of the crisis is largely behind us in the UK, but the same cannot be said of the 

Eurozone.  The low level of growth and inflation since 2008 has left Europe still vulnerable to a 

potential debt crisis.  Business confidence is a key factor, needed to enhance company 

investment, productivity and stimulate both growth and inflation.  Structural reforms to the 

labour, product and retirement markets are necessary to improve confidence and promote 

investment, but this is difficult in an environment where Europe is becoming more Eurosceptic.  

 This puts Europe in a delicate position, with economics suggesting a closer union, set against 

the opposing direction of political momentum.  

 

Examining the real UK GDP per head before the UK joined Europe and since then, Stephanie 

showed that it would be hard to make the argument that membership had damaged the 
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economic progress of the UK.  Before joining, the UK showed systematic underperformance 

relative to the average European economy.  Since joining, the UK has outperformed in both 

relative terms and nominally - with growth in the real GDP per capita the highest in the G7 

economies in recent years. 

 

The investment implications of the referendum are just as uncertain as the wider economic 

impact, in Stephanie's view.  Sterling has taken the brunt so far this year, despite the recent 

'Obama bump'.  In the equity market, homebuilders and financials have been most 

impacted, with both suffering when Boris Johnson announced his intention to join the 'leave' 

campaign.  A vote to exit would be expected to dent consumer confidence and result in a 

short term hit to UK GDP of 1 to 1.5% by the end of 2017.  This is likely to mean interest rates in 

the UK would remain lower for longer, although weak sterling could create upward inflationary 

pressure. 

 

There are alternative models for the UK and Europe, trading declining market access for a 

reduced financial contribution, but the debate seems to be becoming increasingly purist.  The 

binary nature of the outcome of the referendum would suggest care in any case for charity 

investors.  However, Stephanie concluded with the observation that the direction of global 

markets over the next year is more likely to be determined by the success or otherwise of the 

Fed in normalising interest rates, without damaging delicate investor sentiment. 

 


