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Thursday 13th September 2018  
 
Dear   
 
As we write, we have just come to the end of a particularly busy and fulfilling company year. 
We begin the new business year with lots of excitement about the upcoming 12 months and 
we’re pleased to share some of these plans with you.  
 
In addition to our own news, we’ve selected some topical information that we hope you’ll find 
of interest. This includes an update on why we favour active investment and some news about 
‘Open Banking.’  
 
For all clients who benefit from our Portfolio Review Service (PRS), we’re pleased to include 
a full economic update, which provides our latest thoughts on the Brexit negotiations and on 
interest rate rises. We are also recommending a number of fund changes and therefore action is 
required to sign these off please! Due to the length and detail we have gone into on the current 
economic climate within our Portfolio Review letter, we are not including an economic update 
in this newsletter. If you do not currently benefit from our Portfolio Review service, but you 
would like a copy of our accompanying letter, please get in touch and we will be happy to send 
one across. 
 
Finally, we would just like to thank you for returning your completed GDPR forms last quarter 
providing us with your authority to continue to contact you via phone, email, text and letter. 
We are just conducting a tidy up exercise on this during this quarter and again more information 
follows on this below.  
 
Eight years in the making 
 
It seems a long time ago since we sat down to plan the type of business we wanted to create. 
Back in 2010, we saw an opportunity to build a financial services practice that blended the best 
of the old with the new. As many of you know, at the very heart of the business is a commitment 
to traditional business values, with services, correspondence and advice tailored to you as an 
individual. Where possible, we have blended this with a commitment to ensuring that you also 
benefit from efficiencies created by technology. This has allowed us to reduce the running costs 
of your investments, provide full access to investment markets and open up convenient services 
to you – such as being able to log in to our systems for policy valuations.  
 
As we look to the future, our commitment to this vision is unchanged. Many of you will have 
noticed a number of new faces pop up in the offices and much of our profit in recent years has 
been reinvested into the business to grow the team, so that we have more resource and 
opportunity to offer you a personal service. Next quarter we will be featuring a little article on 
each of them – so that can get to know the individuals who keep the business ticking and who 
make all of the services we offer possible.  
 



Our plans for the forthcoming 12 months include gaining Chartered status, which is 
reaffirmation for you all that we remain dedicated to ensuring that our skills remain at the 
highest possible level. We plan to extend the services we are offering to individuals looking to 
explore their options in respect of occupational pension transfers and we have some exciting 
work in the pipeline, which will potentially afford us an opportunity to act on more instructions 
for you without the need to exchange paperwork on each transaction….watch this space!  
 
The birthday celebrations we enjoyed in July are only possible due to the support and loyalty 
we receive from you. We cannot thank you enough for being such a lovely set of individuals to 
look after and for spreading the word…our marketing budget for this year is the smallest it’s 
ever been, in light of the referrals we receive! We’re really looking forward to the coming year 
and the years beyond. Please do let us hear your feedback and if there’s anything you’d like to 
change or see us improve upon, we would really value your comments.  
 
Open Banking 
 
There is a quiet revolution occurring in the world of banking, which we have been observing 
with some interest over recent years. New regulation, enacted in January of this year, required 
a number of large Banks to make the ownership of your account information transferable to 
you personally. This is called ‘Open Banking’ and allows you to choose to share your own 
information with other Banks and third parties, potentially removing the need to input 
information about yourself when transacting online.  
 
One of the main goals of Open Banking is to improve competition, making it easier for you to 
transfer banking, insurance and many other services between providers. The current difficulty 
of moving Banks (demonstrated by the fact that only 3% of people switch bank account each 
year [source gov.uk]) should be eased with the administrative burden replaced by a much 
slicker process.  
 
The functionality of Open Banking should also make it much easier to search and apply for 
things like insurance – removing the need for you to repeatedly place your information into 
search engines and price comparison sites. This also creates the opportunity for application 
developers to better tailor the products and services they offer to you, based on your existing 
spending.  
 
For some, this will be seen as a further intrusion into information they may want to remain 
private, however, the regulation around Open Banking at this stage looks to be very strict. As 
the control is also firmly in your hands as to whether you are happy for your data to be shared, 
it should provide you with the scope to decide whether to take advantage of the new rules. 
We’re confident that over the long term this will improve the Banking options available to 
individuals such as yourself and create a more competitive Banking sector. If this is a service 
offered by your Bank, we’d encourage you to look into whether this might afford you an 
opportunity to improve upon your cash interest rates or your Cash ISA offerings.  
 
Elephants can’t run for very long!  

You might have heard of the phrase ‘elephants can’t run for very long’ and in finance this refers 
to the perceived inability of large companies to grow quickly for a long period of time. In 
contrast, smaller companies are deemed better adept in growing faster and for longer. This 
phrase also underpins the widely held belief, generally supported by historical data, that smaller 
companies outperform larger companies over the longer term.  

Essentially, this belief explains why traditional index tracker funds (funds which look to match 
the index construction by placing the highest weighting on the biggest companies) are likely to 
underperform active funds. For example, the top five stocks in the Standard & Poors 500 (one 
of the largest American stock market indices) are Apple, Microsoft, Amazon, Facebook and JP 
Morgan Chase. These businesses represent nearly 15% of the entire index, despite the index 



itself containing 505 companies. If these ‘elephants’ cannot run as long or fast as their ‘gazelle’ 
counterparts, then index trackers should suffer relative to actively managed funds. 
Nevertheless, the rise of index trackers has continued unabated and to some degree this is 
because the ‘elephants’ have kept running. 

Historically, we’ve seen many examples of elephants running out of steam. 10 years ago, almost 
to the day, the World was watching the start of the collapse of America’s then, fourth largest 
investment bank, Lehman Brothers. They filed for bankruptcy after trading for 158 years. The 
collapse of Lehman Brothers led to the worst financial crisis since the Great Depression in the 
1930s. The demise of Lehman Brothers supported the ‘too big to fail’ theory, where by it is 
believed that if an institution is too big, its failure would be detrimental to the whole economy.  

We witnessed a more recent example of a giant suffering problems when, on 26th July 2018, 
Facebook shares fell by approximately 20%. The fall represented the biggest single loss of 
capital to a technology company to occur on a single day and was triggered by an update 
showing user and revenue growth were well behind expectations and are likely to remain so. 
Historically, large companies typically go through a maturing cycle, with earnings growth 
expectations reducing through the process, resulting in the largest companies also being 
generally the lowest risk. In the modern age, this maturity process has accelerated and the 
potential for rapid downside has been demonstrated as expectations can change very quickly.  

Index funds suffered significantly during the last downturn and the experience of Facebook 
could be providing a similar insight into the future problems, which may affect index-based 
investment strategies. Furthermore, the popularity of trackers is often stated as being down to 
the lower cost nature of these funds. However, experience suggests there is a more powerful 
driver at work. Investors are generally attracted by short term performance, rather than costs 
and tracker funds have performed well in recent years with the lower costs also an attractive 
feature. In the wake of the credit crisis, flows grew rapidly into hedge funds which avoided the 
sharp falls, with investors willing to pay 2% Annual Management Fees and a further 
Performance Fee, often around 20%. The high price was seen as value for money given the 
expected performance.  

If more ‘elephants’ run out of momentum the balance is again likely to swing back to active 
funds and investors will be willing to pay the additional costs if the performance is stronger. 
The active management community has reduced costs significantly in recent years and refined 
active management techniques. The long running battle between active and passive strategies 
could be about to enter a new phase, but for now, we remain resolutely committed to the 
benefits of having individuals responsible for the management of your funds. By ensuring that 
there can be proactive action taken in response to market movements, we feel confident that we 
can continue to deliver the best possible investment solution to our clients. With the focus we 
place on reducing cost, we are also confident that we deliver this service at a very competitive 
price.  

General Data Protection Regulation (GDPR) 
 
Just when you thought it was over! We need to thank you all for helping us through the 
mountain of paperwork that was included in our review last quarter, of which, in no small part 
was our GDPR documents. These documents were included to allow us to meet our 
requirements to you as laid down by the Information Commissioner’s Office. On the whole we 
have met these requirements with a couple of exceptions and perhaps our tongue in cheek 
explanation didn’t quite go far enough to explain why your authority is needed. 
 
To allow Caple Banks to meet its requirements under the new rules, we are required to separate 
out our Data Protection policy from our Service Agreement and Fee Schedule and provide our 
clients and newsletter subscribers with our terms. We did this last quarter by providing you all 
with our Data Protection Policy document. 



 
We then need to go one step further and gain your authority to continue to hold this data for 
our use only to provide you with our newsletters and updates. We do this by asking you to sign 
and opt in to our Communication and Marketing Preferences held inside of our Privacy Terms 
and Disclosure document. We do need all clients to opt in to receiving communications or 
marketing material from Caple Banks, so that we can continue to provide you with this service 
in this format. Just to confirm we have not and will not disclose any of your information to third 
parties unless you have already been made aware of this via a recommendation from ourselves. 
This agreement is for Caple Banks only. 
 
For those of you that we would like to reconsider your previous option, we have enclosed a 
new authority for you to sign. Going forward, at each Annual Review for our Portfolio Review 
clients, we will ask you to sign the Privacy Terms and Disclosure document and infrequently 
we will ask our newsletter subscribes to re-sign. If you have any specific questions on the area 
of GDPR or the enclosed document, then please contact us directly. 
 
Well that’s all for this quarter. As always, please get in touch if you have any queries or if we 
can help in anyway. We leave you to enjoy the last of the Summer sunshine and we will be 
back in touch with our last update of the year in early December.  
 
With our best wishes,  
 
 
 
 
Kevin Caple      Jody Banks 
Director.     Director. 


