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h i g h l i g h t s

• The BREXIT referendum is study by DFA method for the Euro zone.
• In general, the referendum did not change efficiency levels significantly.
• We also calculated the ∆ρDCCA coefficient, and our results point to ∆ρDCCA < 0.
• This meaning that the UK is more segmented now than in the past.
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a b s t r a c t

We analyze the auto-correlations of all European Union (EU) indices and the cross-
correlation between the UK stock market and the other EU markets. This analysis took
into account the BREXIT referendum, on the 23rd of June 2016 and the entire period
was partitioned in two periods, before and after the BREXIT referendum. First of all,
we applied the Detrended Fluctuation Analysis method (with the regular and with a
sliding windows approach) in order to evaluate market efficiency. In this case, we found
that in general the referendum did not change efficiency levels significantly. With the
main purpose of measuring the markets interdependence in relation to the UK index,
following the referendum, we calculated the ∆ρDCCA coefficient. Our results point to a
decrease in the cross-correlation coefficient (∆ρDCCA < 0), meaning that the UK is more
segmented now, in relation to other EU partners, than in the past. With ∆ρDCCA it was
possible to identify how much the referendum influenced the interdependence, but not
the efficiency, of European markets.
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1. Introduction

On the 23rd of June 2016, when UK citizens decided to leave the European Union (EU), in the referendum known as
BREXIT, financial markets reacted immediately. For example, the main UK stock market, FTSE-100, fell more than 3,1%
on the following day, while the pound/euro exchange rate dropped by more than 7% in just one week. The future of the
UK economy has remained uncertain since then, with many concerns about the evolution of the UK s macroeconomic
variables, see [1–4], or the recent opinion [5].
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