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Wednesday 7th December 2016  
 
Dear  
 
Wow! What an interesting twelve months we’ve just borne witness too. From both an economic and a 
political viewpoint, 2016 will be a memorable one. We have spent much of the year trying to assess 
how best to manage risk for our clients as we approached a number of historically significant events – 
from Brexit to the more recent surprise success of Trump’s election campaign.  
 
We think The Independent summed up this year rather nicely when they featured an article which 
showed that a £10 bet on Brexit happening, Trump being elected and Leicester winning the Premier 
League would have netted £30,000,000! Whilst (sadly!) no-one benefited from the odds of this bet, 
there was much speculation on how markets would perform as we approached the end of the year, 
with the common consensus being that markets would react very poorly. However, this simply hasn’t 
transpired and to date whilst equities have been volatile they have generally weathered the storms 
very well. We hoped that this would be the case and whilst we have ensured that all of our invested 
clients have an element of their portfolio in place to protect against sizeable market drops, we have 
been very pleased by the overall returns we have been able to achieve over the past 12 months. There 
is further information on this in our economic update, which is enclosed for all of our portfolio review 
service clients.  
 
As always, in addition to our economic commentary we are pleased to bring you up to speed with our 
own activities – including our most recent charitable giving and a change to pension legislation which 
may interest any of you with older pension plans. We have also provided an overview of the recent 
Autumn Statement and some commentary on spending figures, which we hope you will find of 
interest. Looking first then to recent activity across the pond;  
 
The Election of Donald Trump  
 
“Predictably unpredictable” is how the current political climate was described this week, as a reaction 
to a year where we have seen the election of Donald Trump, as well as the EU referendum result. The 
election of Trump has certainly been a surprise to many and it is difficult to pin down exactly why 
people voted for him. One theory is that Trump’s victory was a vote against globalisation and the 
growth of internationalism over the last 50 years, manifested in free trade agreements and 
organisations such as the World Trade Organisation (WTO).  Many see globalisation as the reason for 
a slowdown of real wage growth over the last 35-40 years in the United States, but this is too simple 
an argument and there are many factors that have contributed to the current situation.  
 
 
 
 
 



For example, over the last 3-4 decades we have seen a reduction in the power of Trade Unions, 
because of technological innovation creating a greater demand for skilled workers rather than 
unskilled workers, a reduction in the US minimum wage (which is 20% lower in real terms than it 
was in the mid 1970s) and a slowdown in productivity. These are all more likely reasons for the 
slowdown in real wage growth and to simply blame globalisation is misguided. Why might this be? 
At least part of the answer is that it suits some people very well for other countries to get the blame, 
rather than for inequality and the health of capitalism to come under scrutiny. 
 
It remains to be seen now as to whether Donald Trump will enact protectionist policies (trade tariffs 
and quotas) in an attempt to carry through with his rhetoric. It is a particularly bad time to have a 
protectionist President because of the relative slowdown of world trade growth since the economic 
crisis. Before 2008, world trade grew significantly faster than global Gross Domestic Product (GDP), 
usually around twice as fast, sometimes more. Since then, it has struggled to keep pace with global 
GDP. This is because of subtle protectionism enacted by governments. The World Trade Organisation 
(WTO) has warned of 2016 being the weakest year for world trade growth since 2001. It has called on 
countries to “heed the lessons of history and re-commit to openness in trade.”  
 
The challenge for Donald Trump is how to meet the lofty expectations demanded by his supporters 
whilst also uniting the country. He has certainly made some bold pledges, but he will find it very 
difficult to implement many of them given how at odds he is with his own Republican party, which 
has a majority in both the Senate and House of Representatives. The beauty of the US constitution is 
how it tapers the power of the President and we feel that there is no need to panic with Donald 
Trump’s inauguration looming in January. He has already backtracked on his pledge to abolish 
Obamacare and turned his infamous “Great Wall” on the Mexican border into some additional 
fencing. Therefore, further watering down of policy is likely to follow but if he proceeds with his 
planned emphasis on infrastructure spending, as well as tax cuts, the US and global economy would 
benefit. In the meantime let’s just hope Mr Trump manages to keep away from Twitter long enough to 
avoid any further political upset!  
 
The United Kingdom, Brexit and Free Trade  
 
Back on home soil, the news continues to be dominated by Brexit. Six months after the EU 
referendum, the government are yet to set out a clear vision of what a post-Brexit United Kingdom 
will look like. The government say that they are not showing their hand too soon in order to not give 
away their negotiating position, which is sensible, but this is coupled with an ongoing debate, (and a 
battle through the courts) on the constitutional issue of who decides the terms of Brexit. Is it the 
government, or Parliament? And if it goes through Parliament and further rounds of scrutiny by both 
the House of Commons and the House of Lords, when will Article 50 actually be triggered? Due to 
the opaque, unwritten nature of the UK constitution there is no certainty as to who decides. This will 
need to be settled before Article 50 can be triggered and we would not be surprised if it is delayed 
until late 2017 or perhaps beyond. We could even see a further referendum, put to the British people 
to decide whether the terms of Brexit negotiated with the EU are acceptable. Despite the uncertainty, 
the headline FTSE 100 index has remained remarkably resilient, buoyed by an increase in overseas 
earnings by the largest UK companies caused by a relative fall in the value of Sterling. It remains to 
be seen as to whether this will continue, but many of the fundamentals of the UK economy remain 
strong. The UK has the opportunity to forge new trade deals and greater economic co-operation with 
the rest of the world once we have left the EU.  

In recent months Britain has had informal talks about deepening trade with many countries including 
China, India, New Zealand, Australia and Turkey. Many see the United States with Donald Trump 
steering the ship as amenable to a UK/US Free trade agreement. One idea floated recently is that the 
United Kingdom could join a re-negotiated North American Free Trade Agreement (NAFTA) once 
Donald Trump has sought to reform the organisation in his image. Instead, it could become the “North 
Atlantic Free Trade Agreement” and keep the NAFTA acronym. In the current state of limbo that the 
UK finds itself in, it is prohibited from making trade agreements with other countries whilst being an 



EU member state, however the government has started work on re-shaping Britain’s global trading 
relationships for when we do leave the EU.  

In our opinion, the fear of the world retreating into a Trump inspired protectionist agenda is 
exaggerated and that there are many reasons to be positive about the prospects for free trade in the 
future. One such example of a deepening trading relationship is the UK’s recent negotiations with 
China regarding the London-Shanghai Stock Connect, a system which should make it easier for 
British and Chinese investors to put money into each stock market. A planned process of sharing 
information on financial technology, known as the FinTech Bridge, is also in development. We hope 
to see more agreements such as these in the years ahead.  

UK Consumer Spending  

As we are in the middle of the busy Christmas period, we thought we would comment on the topical 
matter of UK consumer spending. You may remember the warnings of impending recession by the 
end of the year as a result of the UK’s vote to leave the EU, but such warnings have proved incorrect. 
In actuality, the result has ushered in a boom of consumer spending which has staved off many of the 
short term concerns about a perceived fragility of the UK economy.  The quantity of goods purchased 
through the retail industry jumped by 7.4% compared with October 2015, the strongest increase since 
April 2002. The amount of money spent surged by 6.6%. All categories of retailers did well; internet 
shopping was positively on fire, with the amount spent online jumping by 26.8% compared with 
October 2015 [Source: Daily Telegraph November 2016].  

However, the news was met with warnings from economic forecasters that the present situation is 
unlikely to be sustainable, as it is expected that the weaker Pound will cause an increase in inflation, 
which could reduce consumer confidence. It also needs to be noted that the increase in consumer 
spending is somewhat attributed to the fall in the value of Sterling, which has pushed up the price of 
goods and services compared to a year ago. For example, hotel spending rose 11.2% as Britons faced 
un-favourable exchange rates when travelling abroad. 

It is likely that the rate of inflation could rise as it becomes more expensive to import goods into the 
UK and businesses pass these additional costs on to consumers. However, this should be a slow, 
gradual process and the rate of inflation is likely to increase incrementally. This should help to ease 
consumers into a higher inflation environment, which will hopefully not dampen consumer spending. 
It is important to note that even though the weaker pound could cause the inflation rate to rise, it also 
attracts people to visit the UK to holiday or to purchase luxury items. So far the UK has not received a 
post-Brexit tourism boom with the number of foreign visitors increasing by just 2% in the last 3 
months. Similarly, the amount of money spent by visitors to the UK on luxury items only increased 
by 1%. As tourism employs 1 in 10 people in the UK and amounts to our 6th largest export earner, a 
boom in tourism would certainly be welcome and could become even more important if barriers to 
trade go up and we move into a more protectionist global trading environment.   

One of the biggest ‘losers’ in periods of inflation are those holding sizeable amounts of cash on 
deposit, especially if interest rates are not raised in response to the inflationary pressure. Whilst it 
remains imperative to hold back cash to cover any short term requirements and emergencies, we again 
provide a timely reminder that a review of your cash holdings may be warranted.   

Autumn Statement  

Phillip Hammond gave his first, and last, Autumn Statement on 23rd November when he announced 
that next year we will see spring and autumn budgets and a budget each and every autumn thereafter. 
Against a background of reduced growth forecasts, the Chancellor’s declared ambition is to make the 
UK economy “match-fit” for the challenges ahead. This involved an acknowledgment that 
government borrowing will be higher than expected, a stop on further new welfare savings measures 



as well as an emphasis on infrastructure spending. This represents a definite shift in government 
policy since Phillip Hammond moved into number 11, in which he has dispensed with George 
Osborne’s fiscal rules and created new ones which are looser and more open to manipulation. The 
resulting wriggle room (worth £56 billion over the next five years) means that there is cash for the 
higher borrowing to accommodate the weaker growth forecasts and £10 billion for giveaways. It also 
gives him about £25 billion that he can release if the situation turns out to be tougher than imagined. 
 
The Office of Budgetary Responsibility (OBR) now forecasts that the 2016/2017 budget deficit will 
total £68.2 billion with the deficit falling to £21.9 billion in 2019/2020. The level of national debt will 
continue to increase over the course of this Parliament to £122 billion. A weaker pound and higher 
inflation means higher borrowing, so the Chancellor has little room to provide giveaways, which 
resulted in what many described as an underwhelming statement. However, we thought that the 
salient points from the statement were as follows; 

• The increase of the Personal Allowance for Income Tax will proceed as planned from 6th 
April 2017, with it increasing from £11,000 to £11,500. The government’s target is to 
increase the allowance to £12,500. The higher rate tax threshold will increase to £45,000 from 
April next year.  

• The tax and National Insurance advantages of Salary Sacrifice schemes will be removed from 
April 2017 as previously proposed. It’s important to note that Salary Sacrifice arrangements 
relating to pensions will not be affected, nor will childcare, cycle to work or ultra low 
emissions car schemes. 

• The government has repeated its commitment to reduce the rate of Corporation Tax to 17% 
by 2020.  

• The maximum amount that individuals can contribute to pensions, if they have already 
accessed their pensions flexibly, will reduce from £10,000 at present, to £4,000 from April 
2017.  

As autumn budgets go, this one was relatively light in regards to the impact it has for the majority of 
our clients. However, if anything has been announced which you are unclear on, please let us know 
and we will be happy to look into this for you further.  

Online access 

Some of you may be aware that the website address you use to log-in to obtain valuations of your 
investments has changed. This may have resulted in a small number of people having issues logging-
in to the system, where you are trying to access the system through a pre-saved link. If you are 
accessing the website through a bookmark in your browser, the easiest fix is to delete that bookmark 
and reload the website again by visiting our website www.caplebanks.co.uk. You can then access the 
site by clicking the “Log in to my client site” button, at the top left of the page, from where you can 
again save the bookmark.  

If any of you are still having problems, please do not hesitate to give us a call and we will guide you 
through getting logged-in.  

Transfer charge cap on pensions  

Early in 2016, Parliament placed a duty on the Financial Conduct Authority (FCA) to cap early 
transfer penalties on pension plans, as those individuals who were subject to an exit penalty are being 
inhibited from accessing their pensions flexibly. The FCA have now announced their final rules 
which come into effect on 31st March 2017, and may effect some of you.  

This mainly affects clients who have older style pension contracts (such as those with Abbey Life, 
Zurich or Phoenix) which have historically had large penalties applying when funds are accessed prior 



to retirement. This has often meant that it has not been possible to make any changes to such pension 
plans, due to the financial penalties imposed on moving or accessing the funds. From March of next 
year, the maximum penalty that can be applied on such plans has been capped at 1%. This is 
potentially very good news for a number of our clients and as part of our annual reviews next year, we 
will be getting in touch if we think you might benefit from these new rules. However, if in the 
meantime you think you might benefit from a review – then please do not hesitate to get in touch.  

Charitable donations  

We are pleased to share with you details of a number of charitable donations that we have made since 
our last newsletter.  

In October, we made a donation to the National Youth Folklore Troupe of England. The troupe was 
set up in 1990 to encourage the participation of young people and now conduct regular performances. 
If you would like to find out more, please visit their website www.nyfte.org.uk.  

We have also been pleased to sponsor the High Down Junior School Firework display in Portishead. 
Fortunately, it remained dry and the event was a success. The event is hosted annually and in recent 
years has helped to fund library books, play equipment and computers for the school.  
 
As Christmas approaches our focus also turns to individuals less fortunate than ourselves and we have 
again looked to provide support this year for the homeless. We are pleased to have funded 25 places 
in Gloucester and Bristol for homeless people to provide them with food, clean clothes, a health check 
and ongoing support via the charity Crisis. We have also donated £500 to a local charity, Headway, 
which provides fantastic support for individuals who have suffered a traumatic brain injury. Again if 
you would like to find our more about the good work this charity is doing, please visit their website 
www.headway.org.uk.  
 
If you have any causes that are close to your heart, which you would like us to consider supporting in 
the New Year – please do get in touch.  
 
Christmas Opening  
 
We will be shutting up shop this year on the 23rd December and will be reopening between Christmas 
and New Year on both the 29th and 30th December. The whole team will be back on January 3rd.  
 
This year we have been absolutely delighted to welcome on board a number of new clients who we 
are looking forward to supporting next year. We also cannot end the year without saying a heartfelt 
thank you to all of our existing clients who have continued to support us. We have thoroughly enjoyed 
looking after you and your investments over the course of the year.  
 
That just leaves us to wish you all a lovely Christmas and here’s hoping 2017 is a happy, healthy and 
prosperous one for us all.  
 
With best wishes, 
 
 
 
Kevin Caple     Jody Banks 
Director.     Director. 
  
 
 
 


