
  

 
 

 

It had long been off the radar screen for most investors, 
but when the Yes camp closed in on the No camp in the 
opinion polls ahead of the Scottish referendum on 
independence, financial markets became jittery. This had 
ramifications not just in UK markets, but also elsewhere, 
most notably in Spain where bonds and equities sold off 
over worries about the impact of a Scottish exit from the 
UK on Cataluña’s ambitions for independence. 

However, on Thursday, Scotland voted in favour of 
staying in the 307-year-old union. With a high turnout –
more than 85% of the Scottish electorate took part – a 
majority of 55% supported continued membership of the 
UK, while 45% voted for independence. This was a larger 
victory for the No camp than most polls had foreseen. 

Predictably, markets were relieved. The British pound 
rose against the euro and the US dollar, UK equity 
futures rose, as did UK bond yields. Outside the UK, 
spreads on ‘peripheral’ eurozone member states’ 
government bonds fell, particularly in Spain, Italy and 
Portugal. 

At the MAS TAA team, we had positioned ourselves for 
Scotland rejecting independence. We had closed our long 
eurozone equities versus the UK position since we 
expected UK equities to outperform eurozone equities in 
a relief rally after a no to independence. The investment 
rationale for that position had already been undermined 
by the weakening of the economic outlook for the 
eurozone. 

We believed the negative outlook for sterling had become 
too strong, especially given the alignment with the US 
rates cycle.  Additionally, investors had bought protection 
against a yes vote and a sharp fall in British pound. We 
had took advantage of our view being different to the 
market and sold protection on the British pound versus 
the US dollar. This position performs well as the pound 
appreciates after the referendum.  

In our view the issue of Scottish independence is now 
settled. Of course there will be debates about more 
autonomy for Scotland within the union, but that should 
not be an issue for financial markets. Perhaps the most 
direct impact is on expectations for interest-rate hikes in 
the UK. In the case of a majority for independence, the 
Bank of England would likely have deferred tightening 
official interest rates. With independence off the agenda  
a hike late this year or early next year looks likely. Hence 
the increase in UK government bond yields. 

Scotland rejects independence 
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SUMMARY  

 Majority votes against independence 

 MAS TAA was positioned for this outcome 
 No reason now for the Bank of England to defer 

rate hikes 
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Many other semi-autonomous regions in Europe had 
been watching Scotland’s referendum with keen interest, 
however we believe the temperature of the independence 
movement across Europe will have cooled for now. 
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DISCLAIMER 

 
 
This material has been prepared by BNP Paribas Asset Management S.A.S. (“BNPP AM”)* and is issued by BNP Paribas 
Investment Partners Singapore Limited (“BNPP IPS”)**, a member of BNP Paribas Investment Partners (BNPP IP)***.  
The content has not been reviewed by the Monetary Authority of Singapore (“MAS”). 
 
This material is produced for information purposes only and does not constitute: 
 
1. an offer to buy nor a solicitation to sell, nor shall it form the basis of or be relied upon in connection with any contract 

or commitment whatsoever; or 
 
2. any investment advice. 
 
Opinions included in this material constitute the judgment of BNPP AM or its relevant affiliate(s) at the time specified and 
may be subject to change without notice.  BNPP IPS is not obliged to update or alter the information or opinions contained 
within this material.  Such opinions are not to be relied upon as authoritative or taken in substitution for the exercise of 
judgment by any recipient and are not intended to provide the sole basis of evaluation of any strategy or instrument 
discussed herein.  The contents of this material are based upon sources of information believed to be reliable, but no 
warranty or declaration, either explicit or implicit, is given as to their accuracy or completeness.  Please note that different 
types of investments, if contained within this material, involve varying degrees of risk and there can be no assurance that 
any specific investment may either be suitable, appropriate or profitable for a client or prospective client’s investment 
portfolio. 
 
Any reference to past performance of any market or instrument should not be taken as an indication of future 
performance. Neither BNPP IPS nor any BNP Paribas Group company accepts any liability whatsoever for any loss 
arising, whether direct or indirect, from the use of any part of such information.  A BNP Paribas Group company may, to 
the extent permitted by law, have acted upon or used the information contained herein, or where relevant the research or 
analysis on which it was based, before its publication. This material is for the use of the intended recipients only and may 
not be delivered or transmitted to any other person without the prior written consent of BNPP IPS.  Furthermore, any 
translation, adaptation or total or partial reproduction of this document, by any process whatsoever, in any country 
whatsoever, is prohibited unless BNPP IPS has given its prior written consent. 
 
* BNPP AM is an investment manager registered with the “Autorité des marchés financiers” in France under number 96 -02, a simplified joint stock 
company with a capital of 64,931,168 euros with its registered office at 1, boulevard Haussmann 75009 Paris, France, RCS Paris 319 378 832. 
www.bnpparibas-am.com. 

 
** BNP Paribas Investment Partners Singapore Limited, 10 Collyer Quay, #33-01 Ocean Financial Centre, Singapore 049315. 
 

*** “BNP Paribas Investment Partners” is the global brand name of the BNP Paribas group’s asset management services. The individual asset 
management entities within BNP Paribas Investment Partners if specified herein, are specified for information only and do not neces sarily carry on 
business in your jurisdiction. For further information, please contact your locally licensed Investment Partner.  
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