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Thursday 30th May 2013  
 
Dear   
 
Well Spring may not have quite sprung when it comes to our weather over the past few 
weeks, but we have been pleased to see some real signs of growth both inside and outside of 
the business so far this year.  With world stock markets hitting record highs and, in recent 
days, experiencing some turbulence, this quarter we’ve included a full economic update to 
bring you up to date with our own thinking on world economies. Whilst we appreciate that 
many of you do not share in our interest on markets and their effect on your investments 
(after all that’s often one of the key reasons you employ us!) we continue to live through very 
interesting economic times. Therefore, we’ve looked to share with you below some of the key 
events which are shaping the current financial climate and explain how these changes affect 
your investment policies. Also, for all clients who benefit from our portfolio review service, 
we have also included the economic update for you here, as we are not recommending any 
changes to our managed investment portfolios this quarter.  
 
We also have some very exciting company news to share with you about a new set of services 
we will shortly be offering. We remind you to ‘use it or lose it!’ when it comes to your 
valuable ISA allowance and if that isn’t enough, we’re pleased to extend an invitation for you 
to join us at a number of charity events we are proudly sponsoring over the coming months.  
 
Economic Update 
 
Let’s begin by having a look at what’s been happening in regards to investment markets over 
recent months. Last quarter we explained that the FTSE  (footsie) is our main stockmarket 
index and acts as a useful barometer to measure how our top 100 companies are performing in 
the UK. Each country has an equivalent index (or in the case of America and some of the 
larger world economies a number of indices) which provide the general public and all 
interested parties with daily data on how companies are deemed to be fairing.   
 
During these past few months, equity markets have continued to rise, with the majority of the 
rises occurring in February. The US market has been the strongest performer of all of the 
developed markets with the S&P 500 (one of the main US indices) increasing by over 9%, 
whilst the FTSE 100 increased by almost 4%, to hit its highest level since September of 2000. 
The majority of emerging markets have been steady, with the exception of the Japanese 
market which has grown at a staggering rate of 38% so far this year.  
 
 
 
 
 



In regards to why we are seeing such growth at the moment, we can trace much of this back 
to the positive momentum which began in the summer of 2012 when Mario Draghi, president 
of the European Central Banks, pledged to support the Euro. This marked a turning point in 
the Euro crisis. This announcement created a strengthened level of confidence in the stability 
of the Euro zone which was much needed. Confidence was further boosted in December 
when in the US, Democrats and Republicans agreed on a course of action to allow continued 
government borrowing – which is generally seen as vital if the US market is to continue to 
grow. We did see a more sober mood began to set in during March and April as political risk 
once more came onto the agenda. In Europe, the bailout of Cyprus provided a reminder that 
the stability of the Euro remains fragile whilst in the US there was a failure for politicians to 
reach an agreement on spending cuts. 
 
Touching briefly on Cyprus; the cost of the Cyprus bailout is currently estimated to be around 
25Bn Euros which is not particularly significant when considered against the total costs of all 
European bailouts to date of approximately 500Bn Euros. The key difference in respect of the 
Cyprus bailout was that the initial terms of the bailout would have caused small savers to lose 
a significant amount of their bank deposits. This action would have undermined the deposit 
guarantee scheme, which provides insurance for deposits under €100,000 and applies to all 
European banks. All financial systems rely on trust in order to operate and the risk to 
‘normal’ savers money threatened to erode trust in other financial institutions and had the 
potential to have a domino effect on savers across the Eurozone. The difference in Cyprus’ 
case was that significant amounts of the bank deposits were believed to be held by non-EU 
residents who may be avoiding tax, especially related to Russian black market money. 
Understandably, some EU members were reluctant to commit taxpayer’s money to rescue 
banks with unscrupulous customers, however in taking this view they missed the greater 
priority of retaining confidence in European financial institutions. 
 
Fortunately, a potential disaster was averted as the rescue deal was restructured to reinstate 
the €100,000 deposit protection scheme, whilst applying a greater levy to deposits over this 
level. Nevertheless there was a brief period during which banks did not open and restrictions 
have been applied on capital movements, breaching one of the basic principles of a monetary 
union and effectively meaning that a Cypriot Euro is no longer the same as other Euros that 
can be freely traded. This provided a worrying glimpse of what could happen in other 
struggling peripheral economies if trust is lost and demonstrated the importance of political 
leadership during a period of crisis, which remains an area of weakness within the EU. 

With a further Euro crisis prevented, markets continued to be buoyant and in addition to stock 
markets performing strongly we have also seen increased in the value of fixed interests which 
have had a positive effect across the board on the value of your investments. We have now 
experienced a twelve month period where investment returns generally have been very strong 
and compare very favourably to the poor interest rates available on cash deposits. However, 
we remain in a period of some volatility – which we witnessed first hand last week when 
markets suffered some significant one day losses on the back of news from China and worries 
that the US may slow its monetary stimulus. Our approach to investing, to continue to spread 
assets widely, allows us to combat the effects of these drops on your investment portfolios 
and we continue to keep a close eye on the market as a whole to ensure that we provide you 
with the most comprehensive advice to navigate these investment markets.  

Running a smoother path 

Whilst investment markets remain upbeat, although somewhat turbulent, Kevin’s 
run365challenge continues it’s steady path onwards! Come rain or shine, Kevin has continued 
with his pledge to run every day, outside, for a full year for a minimum of three miles. He has 
hit a number of milestones since we last wrote to you, passing day 150 and totting up more 



than 650 miles! He has also found, to his real surprise, that his pace continues to increase and 
he has hit a roll of personal bests on recent racing events he has taken part in. Whilst Kevin 
does have a real love for running, his efforts are also being put to good use to raise funds for 
Macmillan and we must extend our thanks to those of you who have supported him in his 
efforts so far. If you haven’t already and you would like to sponsor Kevin, please check out 
his just giving page or follow his blog; http://www.justgiving.com/kevin-caple, 
http://run365challenge.blogspot.co.uk  
 
And the fundraising doesn’t stop there 
 
We are also delighted to be lending our support to two forthcoming local events in 
Gloucester. We are proud sponsors of this years Motor Show at Highnam Court which is 
taking place over the weekend of the 8th and 9th of June. In addition to having the opportunity 
to view the magnificent gardens at Highnam Court, the event will also feature a collection of 
classic and vintage cars, celebrating the golden age of motoring. The weekend promises to be 
a great day out for the whole family, with cookery demonstrations, a Pimms bar, specialty 
beers and food as well as a children’s marquee.  
 
We are also pleased to be lending our support to another local event, ‘Mile Fest’ on Saturday 
July 6th. You may recall we sponsored this event last year. Now in it’s third year, Mile Fest 
brings together a collection of local bands and fun activities for the family over the course of 
the day. All proceeds from the event go to the Milestone school in Gloucester, a community 
Special School that provides fantastic education and support services for approximately 290 
children with a wide range of special educational needs.  
 
If you do have spare time in your diary and would like to come along to either of these events, 
we’d love to see you there. Please get in touch if you’d like any additional information.  
 
Extending our Services  
 
In our last newsletter we featured an update on the changes to Care Home funding, which 
subsequently prompted a number of queries from you. This topic, as well as the thorny issue 
of Inheritance tax, continues to be a major concern for many of you. We are very pleased to 
announce that for the past six months we have been exploring ways in which we might be 
able to assist you further to tackle these areas; ensuring that wherever possible your estates 
are structured to pass monies on to your children or chosen beneficiaries as efficiently as 
possible. As a consequence we are excited to announce the launch of “Caple Banks Estate 
Planning Ltd’ which will be able to provide will writing, trust planning and tax planning 
services to all of our existing clients.  
 
We are currently completing our first set of cases with a number of clients who have pressing 
needs in this area and we will be rolling out the service to all of you over the coming six 
months, so please watch out for more information which will follow shortly.  
 
This is just one example of a number of initiatives we have adopted within the business to 
directly respond to your needs and concerns. Your opinions are invaluable in helping us to 
forward plan where we take the company and ensure that we are delivering the types of 
service you value most; so please do continue to feedback. 
 
Use it or lose it! 
 
And finally it would be remiss of us not to mention ISAs given that a new tax year is now 
upon us. You may feel that we harp on about ISAs a lot, however, ISAs remain, for the vast 
majority, the most tax efficient savings vehicle available at this time.  
 



Unfortunately, years of exceptionally low interest rates may have proved beneficial for many 
UK borrowers but savers continue to pay the price. It now transpires that the amount of 
money saved into individual savings accounts (ISAs) during the 2011/12 tax year registered 
its first annual drop since ISAs were first launched in 1999. We are convinced that this is at 
least due in part to the fact that savers continue to be disillusioned with stagnant interest rates 
which are now consistently under performing inflation.  

As of May 2013, 325 variable and fixed-rate cash ISA products were available, compared 
with 420 in April 2012 (source Moneyfacts). Moneyfacts also revealed the average long-term 
fixed-rate ISA offers 2.41%, compared with a rate of 3.58% in April 2012. With inflation 
currently running at 2.4% and potentially on the rise again, it’s not difficult to see why people 
aren’t overly enthused by the cash ISA rates available. This is one of the main reasons why, 
where it is appropriate, we recommend making use of your full stocks and shares ISA 
allowance. In addition to this allowance being double the cash ISA allowance (£11,520 
compared to £5,760 in the 2013/14 tax year), you also significantly increase the potential for 
generating inflation beating returns.  

Whether you use your cash or your stocks and shares allowance, the tax advantages remain 
significant. All returns – whether income or capital – are free of tax, and the benefits can 
really mount up over the long term. In regards to our catchphrase ‘use it or lose it’ – your 
annual ISA allowance is only available for a single tax year. You can transfer your cash ISAs 
to stocks and shares ISAs (including any historic cash ISAs you may have) but you can’t 
transfer the other way, from stocks and shares to cash. In short, ensuring that you lock in your 
ISA allowance each year can be invaluable and also provides you with opportunities in the 
future to ensure as much of your savings as possible are invested tax efficiently.  

Well that’s all for this quarter. As always, please let us know if there are any topics you 
would like us to cover in future newsletters, or if you have any questions on the topics we’ve 
discussed here please get in touch.  
 
With our best wishes,  
 
 
 
 
Kevin Caple      Jody Banks 
Director     Director 


