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Wednesday 3rd December 2014  
 
Dear Xxxxxx, 
 
Welcome to our final newsletter of 2014. Before we get down to business, we’d like to take 
this opportunity to thank you all for your continued support these past twelve months. We 
have welcomed a record number of new clients to the business during the year, which we are 
delighted about. We continue to focus on building the business at a pace which ensures that 
we continue to deliver the high level of service you have all come to expect, and we remain 
committed to putting your needs at the heart of any developments we make. With this in 
mind, please read on to find out about our upcoming opportunity to feedback your views on 
how we tailor our service to your needs during 2015.  
 
Before we get to this, we start the newsletter with an economic update. There has been a lot of 
interesting activity this past quarter and therefore we have expanded this section to give you a 
good feel for how world events are effecting various key economies. We include a reminder 
on how potent the effect of inflation can be on your savings and suggest some of the easiest 
ways to overcome inflation’s eroding power. 2014 has bore witness to some seismic 
legislation changes to pensions and by way of a recap we’ve also outlined details of two of 
these changes, which are likely to affect you in some shape or form.  
 
Looking closer to home, we are pleased to share some of our good news in relation to the 
performance of the business this year, in addition to giving you a sneak peak of our plans for 
next year. We bring you up to speed with our charity endeavors for the year, with an 
opportunity for you to have your input in relation to the charities we support going forward. 
Finally, you will also find our office opening times detailed for over the holiday period – just 
in case you do need to get in touch with us during this time. 
 
Economic Update 
  
There have been a number of developments during the last quarter with the most significant 
being renewed concerns over the economic recovery of the Eurozone and the long-term 
stability of the Euro. These concerns were last raised during 2011/12 as Eurozone politicians 
struggled to reach agreement to bail out the failing economies. These are often referred to as 
the PIIGS (Portugal, Italy, Ireland, Greece and Spain), in the aftermath of the global financial 
crisis. 
	  
	  
	  
	  



The focus has arisen as both economic growth and inflation within the Eurozone have fallen to 
negligible levels, posing a real threat of a return to recession. Many global leaders have called 
upon the European Central Bank and its President, Mario Draghi, to provide stimulus through 
a quantitative easing program; but this has not materialised. Whilst it seems that Mario Draghi 
and other Eurozone members are in favour of this action, Germany is bitterly opposed and a 
dead lock has emerged.  
  
The problems of the Eurozone have accelerated significantly during this quarter as the 
economic sanctions placed on Russia, due to their alleged action in the Ukraine, have 
impacted negatively on trade and sentiment. Whilst the Russian sanctions affect the entire 
global economy the proximity of Europe to Russia and the type of trade between them have 
caused the Eurozone to feel the effects sooner and more acutely than other economies.  
  
However, it is no means all doom and gloom. With the exception of the Eurozone, the global 
recovery has continued - with the US posting higher than expected growth in the third quarter 
and UK economic growth forecast being revised upwards to 3.2% this year. Previous figures 
for UK growth have also been revised and now show that the UK rose above its pre-recession 
level earlier than thought. The UK economy is around 3% bigger than the previous peak, 
whilst consumer spending is continuing to rise modestly (or not so modestly if the recent 
spending flurry of the ‘Black Friday’ weekend are anything to go by!). This demonstrates that 
some of the imbalances which led to the financial crisis have been addressed and further 
growth is likely in the absence of any external shocks.  
  
There have been some signs of a slowdown in growth in Asia and Emerging markets but so far 
the evidence has been limited. Growth in China is expected to slow too and this is largely due 
to a slowdown in property markets and a repositioning of the economy to be more consumer 
led than dependent on exports. Even a slowdown in growth will still mean that this economy 
and other developing economies are growing significantly and are adding further economic 
demand to the global economy as a whole. This is typically reflected in positive performance 
of equities held in these areas.  
  
The dollar has strengthened considerably in recent months reversing a previous trend of 
weakness. Since the peak in early July the value of the dollar has appreciated by around 7% 
which has boosted the value of overseas assets to UK investors. The previous dollar weakness 
occurred due to rising expectations that the UK would raise interest rates earlier than the US 
due to strong house price growth and economic recovery. The slowdown in Europe has 
postponed the likelihood of interest rates increasing and it is now quite possible that the US 
may increase rates first. With this in mind, we still anticipate a UK rate rise sooner rather than 
later.  
  
The strength of the dollar is also underpinned by increasing energy production with the US 
once again becoming a significant exporter of energy for the first time since the early 1970s. 
The additional supply has meant the cost of energy has been reducing, with oil (Brent) falling 
to around $80 per barrel having been mostly above $100 per barrel since 2011.  The falling 
cost of energy is having two significant effects. The first is on Russia which relies heavily on 
oil exports to fund imports. The combined effect of sanctions and falling energy prices is 
causing significant economic difficulties within Russia resulting in the currency falling and the 
central bank acting to increase interest rates. The currency has lost more than 40% of its value 
against the dollar since the start of the year, rivalling the Ukrainian hryvnia for the title of 
world's worst performing currency 2014 and on Monday the rouble suffered its worst one day 
crash since the 1998 default crisis.  
 
These economic difficulties might help persuade Russia to reduce any military involvement 
within the Ukraine and look to reduce tension to ultimately restore trade. The other effect of 
falling energy prices is the impact on businesses which generally require energy to carry out 



activities. The fall in energy prices will lead to reduced costs and improved corporate 
profitability, generally.  
  
Whilst the global economic picture remains complicated we expect the global recovery to 
remain in place with occasional patchy periods. Economic growth is supported by high levels 
of stimulus and this will drive company earnings higher in the long term, providing equity 
investors with real returns. We continue to feel that our active approach to ensuring that 
portfolios are regularly reviewed and updated is very much warranted with so much activity 
and uncertainty still prevalent across world economies. For those of you who benefit from our 
portfolio review service, you will see this reflected in the investment changes we are 
recommending this quarter. For those of you who do not receive our portfolio review service, 
if you would like to find out more or benefit from a review of your investment holdings – 
please get in touch and we will be happy to discuss this with you further.  
  
Inflation – the stealthy erosion of fortune 
 
Inflation, to one degree or another, is a fact of life. Consumers, businesses and investors are 
impacted by any upward trend in prices. During the time we have been in business, inflation 
has increased the costs of goods and services by 12%. To simply keep apace with inflation 
since 2010 your monies would have needed to grow by 3.3% per year, after all tax and 
charges. Any return at a lower level than this, means that your money has lost its purchasing 
power, as the real value of your money will have fallen. For many of you, this has been a real 
issue as returns of this level are very difficult to find from traditional high street savings 
accounts.  
 
Usually, the Bank of England’s first line of defence against inflationary pressures would be to 
increase interest rates – however, policymakers are loathed to raise rates for fear of stalling 
recovery. Therefore, although prices continue to rise, interest rates remain at an all-time low. 
Whilst we do expect this to change and savings rate to improve over the coming years, the 
fact remains that action is required if you are to protect the purchasing power of your savings.  
 
So what can be done? Well there is no quick fix and for shorter term savers there is little that 
can be offered by way of a solution save a small number of investments linked to RPI (Retail 
Prices Index) which might provide limited growth opportunities. However for those with a 
longer investment horizon and who are willing to accept a degree of investment risk, there are 
solutions out there. 
 
It is generally assumed that equities are a better hedge against inflation than fixed income 
investments (such as fixed rate savers or government bonds). This is because companies can 
raise their prices for goods and services, building in a buffer to protect against inflation, 
typically delivering real returns for investors when held over the long term. Similarly, 
property is regarded as a refuge from the effects of inflation, as property prices tend to rise 
with inflation. It can take a while to buy or sell individual properties but investors can avoid 
some of this 'illiquidity' by considering property company shares or a property fund instead. 
Nevertheless, it is worth remembering a lot of property investment is funded by debt so, as 
inflationary pressures are likely to be compounded by higher interest rates, a potential rise in 
borrowing costs could offset some of the benefits. Finally, commodities– such as gold and oil 
– have traditionally been viewed as valuable protection against inflation. Commodity prices 
tend to rise with inflation but they are also not without risk - they are volatile and can be 
vulnerable to sudden downturns if the environment turns against them. 
 
Our approach is to look at your appetite for risk, your investment timescale and your income 
needs and look to build a portfolio which includes a blend of these types of investments with 
a view to delivering real returns over the long term. This has been especially valuable to our 
clients looking for income from their portfolios and we continue to monitor inflation levels 



with this in mind.  
 
Maintaining our profitability 
 
Whilst we are on the topic of inflation, we are very pleased to confirm that we have again 
managed to keep the cost of our services at the same level for the past 12 months. In fact, 
despite inflation running at 12% since we began in business, we have been able to absorb all 
of our additional running costs without passing on any additional costs to you.  
 
As the year draws to a close, we can only reflect what a fantastic year 2014 has been for 
Caple Banks. One of our main priorities has always been to ensure that the business is 
profitable. This is the only way we can be sure of the longevity of the business providing us 
with the necessary peace of mind that we will be able to support the advice which we provide 
to you now, well into the future. We are delighted to confirm that this, our fourth year, has 
been our most profitable yet. This is in part driven by our growing client base, the vast 
majority of whom have come from referrals from our existing clients – something that we 
value immensely. In addition we are now in a position where we have absorbed the costs of 
starting the business and of opening our Gloucester office.  
 
We share this news in order to demonstrate that we very much practice what we preach – 
ensuring that in our house, our own finances are managed prudently and invested wisely. The 
majority of our investment this year has been in growing our staff numbers and investing our 
time and money into ensuring we have an effective training structure in place to support the 
team in developing their own skills and knowledge.  
 
In regards to our plans for 2015, we are looking forward to continuing to improve the services 
we offer you. When we started the business we approached a number of our clients to assist 
us in developing the services which you value the most. At the start of next year we are 
pleased to confirm we will be conducting a similar exercise. If any of you would like to take 
part, we would love to hear from you. All we ask is that you can give an hour or so of your 
time and there will be a £25.00 Marks and Spencer voucher waiting for you by way of a thank 
you!  
 
The new Pension landscape 
 
During this year we have seen some significant changes to Pensions. The latest announcement 
by the chancellor centers on the ability for pension benefits to be passed on once you die, 
without suffering the onerous 55% tax charge.  
 
Under the new proposals, which are set to take effect from April 2015, anyone who dies 
before they turn 75 will be able to pass on their remaining defined contribution pension to any 
nominated beneficiaries completely free of tax, whether it is in a drawdown account or 
untouched - provided it is paid out in lump sums or taken through a 'flexi access drawdown 
account'. The new proposals do not apply to annuities or scheme pensions. Anyone who dies 
with a drawdown arrangement or with untouched pension funds at 75 or over will also be able 
to nominate a beneficiary to receive their pension. The nominated beneficiary will be able to 
access the pension funds flexibly, at any age, and pay tax at their marginal rate of income tax. 
There will also be an option to receive the pension as a lump sum payment, subject to a tax 
charge of 45%. The new proposals continue a major reshaping of the retirement landscape 
that began in the 2014 Budget, which, among other measures, removed the requirement to 
buy an annuity. With pensions saving clearly now a major focus for politicians and thus in a 
state of some flux, it is well worth considering seeking expert advice on your individual 
circumstances.  
 
 



A second key change to pensions was announced as part of the Taxation of Pensions Bill 
2014, which was published in mid-October. In this announcement, the government is 
proposing to change the rules on taking pensions as a lump sum so people will be able to take 
a series of lump sums instead of only one. Under the current tax rules, people who want to 
take their pension as a lump sum would take 25% of their pension pot free of tax and then 
place the other 75% in a drawdown account. Any money they take out of their drawdown 
account will be taxed at their marginal rate. Under the new rules, individuals will have the 
ability to take a series of lump sums from their pension fund, with 25% of each payment then 
free of tax and 75% taxed at their marginal rate, without having to enter into a drawdown 
policy.  
 
Clearly this is an area which will play a key role for many of you when looking at how and 
when you draw upon your pension funds. We are very supportive of the changes that have 
been announced – they create fantastic opportunities to draw upon your pension more tax 
efficiently and pass these funds on to your beneficiaries more effectively. If we are of a mind 
that these changes might benefit you personally in the way in which you are drawing benefits, 
we will be in touch. In the meantime, if you have any questions in this area, please do not 
hesitate to get in contact and we will be happy to help.  
 
’Tis the time for giving!  
 
As many of you are aware, sharing the wealth we create is central to the business. We elected 
to support four charities this year; the Pied Piper appeal, the Muscular Dystrophy Campaign, 
Gloucestershire Young Carers and Macmillan and we are pleased to confirm that we will be 
making a further contribution to all of these charities at the end of the year. In addition we 
have made contributions to a number of individuals who undertook various challenges to 
raise funds for charities important to them.  
 
Each year we pick four charities based on feedback from yourselves, campaigning we do in 
house and on the basis of being approached directly. If you have a charity close to your heart, 
or are taking on any fund raising activities next year we would be happy to consider the 
charity as one of our four for next year – please get in touch.  
 
Merry Christmas! 
 
That draws us to the end of our last newsletter for 2014. 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 closing the offices from the 22nd December to the 5th January for our Christmas/New Year 
break, although we will be picking up post, emails and messages during this period if you do 
need to get in touch.  
 
Thank you once again for your support during 2014 and we very much look forward to 
continuing to work with you in the New Year. 
  
With best wishes,  
 
 
 
Kevin Caple       Jody Banks 
Director      Director.  
	  
	  


