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e The UK could sink into a recession as early as the second half of this year, says NN Investment
Partners.

e Ireland, Belgium and the Netherlands are particularly vulnerable to Brexit-related
consequences because trade with the UK delivers an important part of their income, a recent
IMF report shows.

® Foreign direct investments in the UK may decline and a weaker pound sterling may cut into
the returns of foreign securities portfolios.

In the short run, the confidence shock of the Brexit vote will impact economic growth. The longer-term outcome
depends primarily on the deal the British strike with the EU. While the exact terms of the approaching divorce are
uncertain, the chances of the British reaching favourable new trade arrangements with the EU are slim.

The IMF concluded in a UK country report published a week before the vote that the economic consequences of a
Brexit would be negative for the UK and to a lesser degree for other countries. According to the IMF these
‘casualties’ are concentrated in the EU, where the smaller trading partners in particular would bear the brunt of
the impact.

The British are on a path towards recession

Most experts agree that Brexit will foremost adversely affect the UK economy. Our view is that the current
upheaval could well push the UK into a recession starting in the second half of this year and impose additional
headwinds for European growth momentum over the next 12 to 18 months.

The uncertainty around future ties between the UK and the EU may cause shifts in foreign direct investments in
the UK. Multinationals may reconsider the extent of their presence in the UK. The biggest foreign investor is the
US, with 23.2 percent of total direct foreign investments. The Netherlands account for 16.4 percent, followed by
Luxembourg with 7.5 percent and France with 7.3 percent. Other important investors from outside the EU are
Japan (4.1 percent) and Switzerland (4.5 percent ). The uncertain future relation with the EU and the internal
political turmoil in the UK don’t create an environment in which businesses will quickly make long-term investment
decisions or hire new personnel. The weaker sterling exchange rate may be positive for exports but it will also
temporarily boost inflation.

The UK exit also creates a cloud of uncertainty over London’s role as the financial center of Europe. Financial firms
based in the UK have a passport with which they can offer financial services in Europe. These firms may be hurt if

the UK loses access to the single market.

Businesses and financial markets plan ahead and this may already lead to divestments in the UK. Banks have been
under pressure, and the UK real estate market could also be facing long-term uncertainties.
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Outside the UK, Ireland, Belgium and the Netherlands are the most vulnerable
The IMF report estimates that the smaller open economies close to the UK -- Ireland, Belgium and the Netherlands
-- are most heavily exposed to Brexit risks. Malta and Cyprus are also mentioned. Trade with the UK accounts for a
high percentage of these countries’ GDP. Net recipients of EU spending, notably the newer EU member states,
could also be affected financially. The UK’s exit would automatically lead to a 10 percent reduction of available EU
funds, according to the IMF.

After the UK itself, Ireland is potentially the biggest loser of Brexit. The Irish have close trade and financial ties with
the UK. In addition, some 400,000 Irish citizens work in the UK. After a Brexit, these workers will probably have to
obtain visas in order to keep their jobs. According to IMF figures, exports to the UK account for 11.2 percent of
Ireland’s GDP. For Malta this sums up to 8.4 percent of GDP, Cyprus 7.6 percent, Belgium 7.5 percent, and 6.7
percent for the Netherlands.

Institutional investors such as pension funds may feel the impact of the weaker pound in their returns on
investment unless they have completely hedged the currency risk. In Luxembourg, investment in UK securities
amounts to 175.5 percent of local GDP. Irish investors have as much as 94.5 percent of GDP in British securities.
For the Netherlands this amounts to 24.1 percent; for France it is 10.7 percent.

The impact of Brexit on global growth and the Eurozone

The impact of Brexit on global growth may be small. The biggest risks here are a continued increase in political
uncertainty and sustained market volatility which could depress global financial conditions. We have reduced our
expectations of earnings growth in the Eurozone from 4% to 2% this year and from 8% to 3% for 2017.

Greater political uncertainty, fears of other referenda in Europe and underperformance of banks and risky assets in
general can lead to weaker economic fundamentals. We often see that this is an important transfer mechanism of
shocks and that a focus on trade linkages alone often underestimates the impact. Economy is all about confidence
and financial conditions. Weaker asset prices and tighter lending standards by banks can negatively impact
consumer and corporate behaviour. This is a potential risk for the global economy.

Are there any winners?

Some sectors and companies may benefit from the current currency moves. We have seen a stronger US dollar
and a much weaker pound sterling. This may be positive for UK-based pharmaceutical firms, for example. Global
companies with costs in sterling may benefit in the short run. The uncertainty about the UK’s long-term
relationship with the EU may lead to some companies reallocating parts of their businesses to EU countries. Other
European financial and business centres, such as Frankfurt, Paris, Dublin and Amsterdam, may benefit from this.

ENDS
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Disclaimer
The elements contained in this document have been prepared solely for the purpose of information and do not
constitute an offer, in particular a prospectus or any invitation to treat, buy or sell any security or to participate in any
trading strategy. This document is intended for press use only. While particular attention has been paid to the contents
of this document, no guarantee, warranty or representation, express or implied, is given to the accuracy, correctness or
completeness thereof. Any information given in this document may be subject to change or update without notice.
Neither NN Investment Partners B.V., NN Investment Partners Holdings N.V. nor any other company or unit belonging to
the NN Group, nor any of its officers, directors or employees can be held directly or indirectly liable or responsible with
respect to the information and/or recommendations of any kind expressed herein. The information contained in this
document cannot be understood as provision of investment services. If you wish to obtain investment services please
contact our office for advice. Use of the information contained in this document is solely at your risk. Investment
sustains risk. Please note that the value of your investment may rise or fall and also that past performance is not
indicative of future results and shall in no event be deemed as such. This document is not intended and may not be used
to solicit sales of investments or subscription of securities in countries where this is prohibited by the relevant
authorities or legislation. Any claims arising out of or in connection with the terms and conditions of this disclaimer are
governed by Dutch law.

Press contacts: About NN Investment Partners

Karl Emerick Hanuska NN Investment Partners is the asset manager of NN Group N.V.,
T +31703791182 a publicly traded company listed on Euronext Amsterdam. NN
M +31621827870 Investment Partners is head-quartered in The Hague, the
E karl.hanuska@nnip.com Netherlands. NN Investment Partners in aggregate manages
approximately EUR 190 bIn* (USD 217 bIn*) in assets for
institutions and individual investors worldwide. NN Investment

Caroline Wroblewski

T +31 70378 1281
M +31 630485111 Partners employs over 1,100 staff and is active in 16 countries

E caroline.wroblewski@nnip.com across Europe, Middle East, Asia and U.S.

On April 7 2015, ING Investment Management was renamed to NN
Investment Partners. NN Investment Partners is part of NN Group
N.V., a publicly traded corporation.

* Figures as per 31 March 2016.
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