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Tuesday 11th December 2018  
 
Dear 
 
Welcome to our final newsletter of 2018, marking the end to another busy year! Before we get down to 
business, we’d like to take this opportunity to thank you very much for your support over these past 
twelve months. We have also been delighted to welcome a number of new clients to the business during 
2018, made even more special, as the majority of our new clients have been referred to us by existing 
clients.  
 
Whilst we are aware that there is a degree of apathy in regards to coverage of Brexit news, we thought 
it would be remiss of us not to provide some further information on the latest set of negotiations. Not 
least on the basis that in the short term, the impact of these negotiations are going to be felt hardest in 
investment markets. A broader economic update is also enclosed for those of you who benefit from our 
Portfolio Review Service, which details the changes we are recommending to our investment portfolios 
this quarter.   
 
Since we last wrote, we have had a Budget and we are pleased to summarise the salient points. Finally, 
we bring you up to speed with our charity endeavours for the year, with an opportunity for you to have 
your input in relation to the charities we support going forward.  
 
In the Bleak Midwinter 
 
There can be little doubt that we are living through a period in which UK history is being written. The 
argument as to whether we should leave or remain has, in recent months, deepened into a much trickier 
debate as to the terms under which we actually extricate ourselves from the European Union (EU). 
Those who were once united in their political views, have subsequently found themselves on opposing 
sides, as the details of the agreement has raised more questions than answers.  
 
Although months of conjecture came to a head in November, when the UK and the EU finally succeeded 
in reaching a Brexit deal, this has been replaced with speculation on whether it is possible for Theresa 
May to garner sufficient support from MPs to ratify the deal. The EU has stated that it will not 
contemplate a renegotiation.  Therefore, if the deal is rejected by Parliament, political turmoil is likely 
to follow as the UK faces the prospect of a disorderly Brexit, or no Brexit at all. The risk also remains 
that this might result in the possibility of another referendum or, if Jeremy Corbyn has his way, a 
General Election.  
 
The International Monetary Fund (IMF) has already warned that a no-deal Brexit could create ‘high 
trade and non-trade barriers between the UK and the rest of the EU, with negative consequences for 
growth.’ In reality, no one knows what the impact will be when we leave the EU.  
 
 
 
 
 



Whether we believe the latest scare mongering to come from the Bank of England, or the rhetoric we 
hear from those in politics, the simple truth we know is that investment markets do not like uncertainty. 
Therefore, whilst we remain in this current period of ambiguity, we can continue to expect jittery 
markets.  
 
During such times, investment professionals generally make sensible decisions, which contribute to 
orderly markets and share prices reflecting future expectations. However, there are occasional examples 
where this isn’t the case and a recent notable example of this occurred just last year. In June 2017, 
Argentina issued a 100 year bond with an attractive coupon (think of this as the rate of interest) of 7.1%. 
For a country with a chequered history of debt repayment, this was a case of ‘too good to be true.’ 
Despite this, the Bond issue was oversubscribed by more than three times, demonstrating the 
international demand for high yielding debt. Unfortunately, less than a year later, trouble hit as familiar 
concerns relating to high inflation, trade deficits and fiscal deficits sent prices and the Peso tumbling. 
The investors who were unsuccessful due to the oversubscribed issue, no doubt breathed a huge sigh of 
relief.  
 
This begs the question as to why investors would be so keen to purchase a bond in a country with such 
a poor track record of debt repayment. The answer lies in investors ignoring the fundamentals of the 
risk curve. The risk curve, simply put, suggests that if you mitigate all of the risks which can be reduced 
through strong due diligence and diversification, then long term returns will increase as you take more 
risk, i.e. the more controlled risk you take, the higher a return you can (and should) expect to generate.  
 
Low risk investors who require greater yields than the current low interest rates offered on risk free 
assets, naturally seek higher yielding assets. However, in this instance they have not demonstrated an 
understanding that there is an increased risk to capital as yield rises, which in turn reflects the likelihood 
of failure. The result is that a 100 year bond issued by Argentina, with a poor history for debt repayment 
is oversubscribed, whilst the FTSE 100 has a dividend yield approaching 5%, but is deemed too risky 
for many investors as it is an equity market. Even though an investment may be deemed as being lower 
risk due to the nature of the asset class (Sovereign debt, in the case of the Argentinian investment), the 
fundamentals of each investment must always be considered in arriving at well balanced portfolio.  
 
We remain committed to the basics of the risk curve. Whilst all of the portfolios we manage have 
sizeable exposure to the UK, we give balance to this by also ensuring that your investment holdings are 
exposed to global areas and lower risk asset classes too. Added to this it’s also worth remembering that 
the most successful investors are those who keep in mind the timeline attached to their holdings. 
Therefore, whilst we might be seeing more political risk generally across investment markets (both in 
the UK with Brexit, but also further afield in Europe and the US), over the long term a well constructed 
portfolio, which factors in the risk and return expectations of an investor will correct weather the storm 
of short term volatility.  
 
Many of you will be aware that we have worked hard this year to continue to highlight this message as 
well as the importance of being realistic in respect of investment returns, keeping in mind that losses 
are only losses, when they are realised. With such a long run of positive investment returns, a period of 
investment loss can be, understandably, worrying. However, our portfolios remain very well structured 
to creating the opportunity for long term returns and having the faith to keep invested in periods of 
volatility is often half the battle. 
 
If any of you have any concerns or think that your risk appetite might have changed, we are only ever 
a phone call away to discuss such things. 
 
Joy to the World  
 
This year we have once again decided to spread a little Christmas cheer by supporting two worthy 
causes, who we know are in need of help.  
 
The Bristol Soup Run Trust aims to ensure that every night of the year, there is somewhere where 
people can access hot food and a friendly face. Kevin’s wife, Tina, has helped personally with the 



charity and experienced first-hand the help that they deliver to the homeless and disadvantaged, in and 
around Bristol. This year we have donated funds to purchase supplies of food and toiletries to help the 
charity keep up this valuable service, especially as the nights grow colder.   
 
Many of you will have also come into contact with our office administrator Isaac, who has asked us to 
give consideration to helping our local animal charity Teckels. You might have encountered our resident 
dog when visiting the Gloucester office and be aware that we are a team of animal lovers and, therefore, 
we are also pleased to extend financial support to the charity.  
 
If you are interested in finding out more about either of these charities, more information can be found 
on their websites at: 
  
www.bristolsoupruntrust.org.uk 
www.teckelsanimalsanctuary.co.uk 
 
Please do let us know if you are undertaking any fundraising of your own during 2019, or if you are 
aware of any local causes which could benefit from our financial support. We remain committed to 
sharing the wealth of the business with the broader community.  
 
Tidings of Great joy  
 
The Autumn Budget carried some welcome news in regards to personal taxation, with the Personal 
Allowance for 2019/20 increased to £12,500 and the threshold at which higher rate income tax (40%) 
kicks in also boosted, to £50,000. Alongside the changes to Income tax, individuals will also benefit 
from an increase to the Capital Gains Tax annual exemption, from £11,700 to £12,000.  Whilst there 
was no increase to adult ISA allowances (the allowance remains at £20,000), there was a small increase 
to the amount which can be saved into a Junior ISA to £4,368.00. All in all a welcome benefit for the 
majority. 
 
The remainder of the Budget was largely inconsequential for the majority of our clients. We were 
pleased to see that there were no further changes made to pensions or pension tax relief, given the 
significant changes we have seen to pension legislation over recent years. 
 
However, the events of the coming weeks in respect of Brexit negotiations do leave open the chance of 
a further Budget in the Spring, which Philip Hammond hinted toward in his statement. We will, of 
course, keep you updated, should a further Budget be announced.  
 
We wish you a Merry Christmas!  
 
That draws us to the end of our last newsletter for 2018. All that remains is for us to wish you all a very 
Merry Christmas.  
 
In regards to our office opening times over the period, we will be open right through to Christmas Eve 
this year, before closing for a well-earned break until January 2nd. Whilst our office phones will not be 
manned during this period, should you need us for anything during this time, our mobile numbers are 
as follows;  
 
Jody:   07879 691265    Kevin:   07813 618836 
 
Thank you once again for your support during 2018.  Here’s to a happy, healthy and prosperous 2019.  
  
With best wishes,  
 
 
 
Kevin Caple       Jody Banks 
Director.      Director.  


