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rd

 November 2011  

 

Dear Xxxx, 

 

How time flies! Welcome to our latest newsletter and our last one of 2011. It‟s been a fantastic year 

for Caple Banks and we extend our thanks at this time for your continued support to the business.  

Given the run of bad news surrounding financial markets at the moment, we have dedicated the first 

section of this newsletter to summarising the events which have occurred over the past three months. 

We do not intend to add to the flow of bad news greeting you each time you open a newspaper, or 

turn on the TV! Instead we have highlighted some of the key events that have affected markets and 

are likely to continue to effect investment returns so that you remain well informed.  

We continue to keep ourselves fully appraised of the current financial situation and in addition to 

keeping you updated via our newsletters, we are always on hand to answer any questions you may 

have. On a lighter note, our newsletter concludes with some further information on the latest projects 

we are working on, in addition to a timely reminder to act now to ensure you don‟t miss out on your 

2011/2012 valuable ISA allowance!  

Update at home 

UK interest rates have remained at an all-time low of 0.5% since March 2009; making mortgages 

historically cheap, but interest rates for savers particularly poor. In the past interest rates have been 

used as a means of controlling growth in the economy.  However policymakers now have limited 

room for manoeuvre to boost the country‟s shaky recovery.  With no option to reduce interest rates 

further, the Bank of England stated last month that it would again restart its programme of 

Quantitative Easing (QE). The move is intended to kick-start bank lending to businesses and to 

prevent the economy from stagnating. 

 Often referred to in the press as „printing money,‟ in practice, when the Bank of England announces 

quantitative easing measure in the UK, it creates electronic money to buy assets (normally 

government bonds) from a selection of the UK‟s largest commercial banks. In this latest round, the 

Bank of England will purchase £75bn-worth of assets from commercial banks and will pay for them 

by adding money electronically to the banks‟ reserve accounts. The theory goes that this should 

provide further funds for the banks to lend, feeding money into the wider economy as a whole as 

businesses & individuals gain greater access to funds to stimulate spending.  

 

 

 



It is very difficult to assess the actual impact of QE; however, the Bank of England has estimated that 

the last series of Quantitative Easing, which saw £200bn added to our banks reserve accounts, had the 

same effect as an interest-rate reduction of between 1.5% and 3% basis points, increasing Gross 

Domestic Product (the measure of how much our economy is growing) by 1.5% to 2%.  

The potential danger of further QE is the effect on inflation. Many of you will have felt the effect of 

higher inflation over the past 12 months as the cost of day to day items, perhaps most notably petrol 

and fuel, continues to increase. With inflation now running at over 5%, the Bank of England has 

indicated that it is no longer targeting inflation of 2%, although they will be keen to ensure inflation 

levels come down over coming months. The effects of high inflation and low interest rates are most 

keenly felt by savers and for those who are in receipt of retirement income. We have frequently 

highlighted to clients over the past 12 months the risks involved when savings on deposit are subject 

to the eroding powers of inflation. To put this into perspective, a basic rate tax payer would need to 

receive an interest rate of 6.25% gross, for their savings to simply keep apace with inflation at its 

current levels, for all you higher rate tax payers this rate increases to 8.33%!   

Whilst it is not yet clear whether the latest move from the Bank of England will do anything to boost 

confidence in the UK, the continued proactive approach that both the government and the Bank of 

England are taking to stimulate the economy and reduce the countries debt levels remains 

encouraging. Against the turmoil in Europe, the UK continues to act prudently to counter the risks 

presented by further uncertainly over European debt levels and whilst our exposure to a deepening 

European crisis remains high, we are poised to be in a stronger position than many of our closest large 

economies, including Germany and France.  

...and abroad 

2011 has seen a significant combination of negative factors – from disappointing economic data, fears 

of a “double-dip” recession, the eurozone‟s sovereign debt crisis and the fiscal crisis in the US to the 

ongoing unrest in the Middle East and North Africa and the effects of the Great East Japan 

Earthquake, all of which have conspired to undermine investors confidence.  
 

October provided another rollercoaster ride for European financial markets, and investors were 

cheered by the news Greece was likely to receive its latest €8bn (£6.8bn) tranche of bailout money 

from eurozone member states and the International Monetary Fund. In relation to key stock markets, 

in France, the CAC 40 index rose 8.7% over October, while the German DAX index rose 11.6%. 

However, this deceptively robust performance masked substantial levels of volatility during the month 

and it is worth noting those indices have fallen by 14.8% and by 11.2% respectively since the start of 

the year. The Athens Composite in Greece posted an increase of 1.3% during October, however it has 

fallen almost 43% since the start of the year.  

 

The share prices of European banks have continued to experience wild swings against a backdrop of 

ongoing concerns about the outlook for the eurozone. Towards the end of October, the sector received 

a boost from the news European leaders had agreed a package of emergency measures aimed at 

tackling the region‟s debt crisis. Under the proposals, private banks holding Greek bonds will see 50% 

of their returns written off, the European Financial Stability Facility will be expanded and European 

banks will have to reach a higher capital ratio by June 2012 as protection against the risk of future 

crises. The news of the emergency rescue package was well received by investors, but this proved to 

be short-lived as the Greek Prime Minister announced plans – later withdrawn – to hold a referendum 

on the measures, triggering fresh fears over prospects for the eurozone. 



With the Greek Prime Minister, George Papandreou, stepping down at the start of this month, the 

worlds eyes turned from Greece to Italy as a similar debt crisis escalated and in the last week focus 

has now moved to Spain. It is clear that the Eurozone must now take decisive action in order to avoid 

further fear hitting the markets. The volatility we have witnessed over the past quarter has been some 

of the most significant changes in stock prices we have ever seen.  

All doom and gloom?  

It is often said that stock markets are driven by fear and greed – and, right now, fear is winning. 

Although the current backdrop is saturated with significant structural and economic problems, many 

individual companies are in good shape, and the share prices of some high-quality firms look 

relatively inexpensive. Corporate balance sheets have strengthened; many companies retrenched 

during the financial crisis and recession, and have subsequently found themselves able to resume or 

raise dividend payments. It is also possible to benefit from the large movement in share prices whilst 

markets remain volatile. 

Looking ahead, there is still good value to be found in the equity market, although we cannot rule out 

further volatility in the coming months. Our philosophy of spreading investment risk and ensuring 

your risk profile  matches your investment spread can help to give you peace of mind whilst markets 

continue to rise and fall.  

Our latest projects 

We have been absolutely delighted to get our teeth stuck into a new project over the past six months, 

providing financial advice to a large Bristol based charity called WECIL (West of England Centre for 

Inclusive Living).  

The West of England Centre for Inclusive Living (WECIL) is an organisation run by and for Disabled 

people. Established in 1995 it is now one of the largest Centres for Independent Living (CILS) in the 

country. Managed and guided by a Board of Trustees, the majority of whom are Disabled people, a 

third of it‟s workforce is also made up of Disabled people. The charity provides innovative services 

which aim to empower Disabled people, giving them the opportunity to gain choice and control over 

their lives. This enables them to live independently and participate to whatever level they choose in 

the community as valued and equal citizens. As well as delivering crucial support, information and 

advice services to Disabled People, the charity also undertakes pioneering research and pilot projects 

in order to effect social change. 

Over recent months we have worked alongside the Trustees of the Charity to help the Board design 

and implement a strategy to meet their financial goals. We have found this work challenging and 

immensely rewarding as we gained greater understanding of the objectives of the charity and looked 

to find solutions for them in regards to their investment goals. This is an area we are keen to continue 

to build within Caple Banks as we feel our commitment to educating our clients and providing an 

ongoing service is not just great for our individual clients, but also valuable for charities to ensure that 

they have a strategy that works now and in the future.  

If anyone would like to find out more about the hard work the charity undertakes, please get in touch 

or visit their website www.wecil.co.uk 

 

 

http://www.wecil.co.uk/


ISAs – use it or lose it!  

As mentioned earlier, low interest rates are great news for borrowers, but for savers they can have a 

devastating effect. With inflation currently running far in excess of cash deposit interest rates, even 

though the value of your capital may be safe, you need to keep a close eye on the interest rates you are 

earning to stop, or at least limit the rate at which the buying power of your money is being eroded. 

Nowhere is this more apparent than with Cash ISAs.  

In a recent survey for watchdog, Consumer Focus, over 80% of Cash ISA holders were found to be 

earning a mere 0.5% a year on their savings. In most cases, the attractive introductory rates which 

lured savers in had come to an end and been replaced by very low "standard" rates. Frequently we 

find that this change goes unnoticed. It is true that savers should hold at least some money in an easy 

access, readily available deposit account, simply to make sure they can cover unforeseen emergencies 

and short term needs. However, any saver with longer term plans should be alarmed by findings like 

this. For those wishing to retain money in cash ISAs, now is a good time to review the market and see 

if you can find an account paying more. We had a quick look today and we have identified an instant 

access ISA paying 3.05% with minimal restrictions from Northern Rock, with the highest rate 

available for a 5 year term of 4.4% with Nationwide. Neither account exceeds inflation; but they are a 

significant improvement on many of the rates our clients receive on their cash ISAs. 

It is also worth noting that the ISA allowance is increased from £5,340 per year to £10,680 for 

individuals moving their ISA monies from cash to invested assets. Whilst this is not suitable for 

everyone (given the increased risk associated with stocks and shares ISAs) we have found that a large 

number of clients have explored this option in more detail to fully utilise their tax free allowance and 

create greater potential for inflation beating returns. If you would like to find out more, please do not 

hesitate to get in touch and we can assess the suitability of such an option.  

Another area that may be of interest for those of you with young children, or grandchildren, is the 

recent launch of the Junior Isa (Jisa), replacing the Child Trust Fund (CTF) scheme, which closed to 

new entrants in January 2011. Unlike with CTFs, the government will make no contributions to the 

plans, but the scheme does extend the popular Isa structure to individuals under the age of 18. 

 

Jisas are similar to their „senior‟ equivalents in that all income and capital gains generated by 

investments held within them are tax-free. But Jisas differ from Isas in a number of important respects 

– for example, the annual limit is £3,600 compared with £10,680 for an adult stocks and shares Isa. At 

18, the child becomes entitled to the money held within the Jisa, which if not encashed, will 

automatically roll into an Isa. Again for more information please get in touch.  

Finally as this is our last newsletter before the winter really sets in and talks of Christmas abound, we 

would like to take this opportunity to wish you a very happy festive period. We will continue to work 

right up to the festivities, breaking between Christmas and New Year to return to business as usual on 

Monday January the 5
th
. We are already looking forward to 2012 and our continued work with you.  

With best wishes,  

 

Kevin Caple       Jody Banks.   


