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The headlines of 2014 have been dominated by pension reforms and the continuing challenges facing the 

global economy. 

Most Central banks around the world are under pressure to reduce Quantatative Easing and most have 

confirmed their intention to begin increasing interest rates in the next 9 months. There is of course always 

one exception to the rule and in this instance it is the European Central Bank (ECB).  Mario Draghi said he 

would do ‘whatever it takes’ to tackle Europe’s deflation problem and now he is under pressure to adopt 

Quatantative Easing as part of this strategy.  Inflation is at record lows and there is concern that the 

Eurozone will enter a Japanese style deflationary cycle.  The strength of the Euro became a primary 

concern and led to the unprecedented action of introducing negative interest rates in an attempt to 

encourage banks to lend instead of holding money on deposit.  However the benchmark interest rate in 

the Eurozone is now 0.15%.  Quantatative Easing may however be difficult in Europe as the debt market is 

not as developed as in other parts of the World and the private debt market is too small for the European 

Central Bank to use,  markets could therefore be disappointed with any action taken, which could 

negatively effecting stockmarkets. 

Another question posed by the markets is whether trends have taken the ECB by surprise or whether it 

just takes too long for policy to get through the bureaucratic system.  Either answer does not bode well 

for Europe. 

In the UK the Bank of England is also faced with a unique set of challenges; stimulate growth, reduce 

Quantatative Easing and deal with the potential property bubble.  The Governor of the Bank of England 

has stated that the biggest risk to the UK economy is the property market.  The Help To Buy Scheme has 

had a limited impact but if the Government continues to support it this could lead to further problems.  

The first Help To Buy Scheme report is due in September and the Government has its own political agenda 

to consider when deciding on the next step in terms of the property market.  One possible course of 



action is to increase the amount of deposit required when purchasing a property however the Bank of 

England will first see what the impact of the Mortgage Market review regulations has had before adding 

further regulation and guidance. 

Also of consideration is the level of underemployment in the UK.  The number of people who want to 

work more hours has reached a record high and this suggests there is more slack in the economy than the 

level of unemployment suggests. This could force the Bank of England to hold back on raising interest 

rates. 

In reality no one knows how much headroom there is in the economy and the cost of underestimating any 

one of these factors could have undesirable effects. 

In the Corporate Bond market the increased likelihood of higher interest rates has led to a move towards 

higher yielding (and thus higher risk) corporate bonds.  Lower yielding bonds generally experience falls in 

capital values as interest rates rise as a result of investors moving out of them and into cash where the 

return are the same but the risks are lower. 

Just like a new car the depreciation of the value of a single bond is steepest in the early years.  In Europe 

in particular the depreciation in the current climate is particularly high (known as a steep yield curve) due 

to the uncertainties in the economy.  For fund managers buying a portfolio of bonds they can buy a bond, 

hold for a short period and benefit from the yield before the depreciation takes effect.  Only fund 

managers with a flexible mandate can take full advantage of this.  They also have the option of using 

Floating Rate Notes (where the return is linked to interest rates) or buying higher yielding bonds with a 

more global remit.   We have therefore been moving our clients into more flexible mandates in 

anticipation of rising interest rates.  

 

For commercial property investors 2014 has been the year when rising property prices spread from 

London into the regions.  Many investors focus on the Capital when values are generally more stable due 

to the Financial Centre and overseas buyers.  We are seeing a growing demand in other regions, 

particularly in Scotland where oil exploration companies are signing 15 and 20 year leases on properties 

despite the Scottish Independence vote.  Managers are also moving up the risk scale within property 

funds and buying properties for refurbishment and development.  We are still focused on funds with 

diversified portfolio, low void rates and high quality tenants on long terms leases. 

 

 



 

 

 

 

 



MARKET REVIEW 
 

During the six months ending 30th June 2014 capital changes in the main markets have been as follows: -  
             
  
    
This Index is calculated on the basis that a client's Portfolio is invested as detailed below with net income 

re-invested at the payment date: -        
Building Society Deposits      30.00%  
UK Government Index Linked Stocks    10.00%  
UK Equities       40.00% 
Overseas Equities       20.00%     

 
 
 
 
 
 
 
 
 
 

    
% Change 6 

months   
%Change 12 

months  

United Kingdom        

FTSE 100 Index   +    2.2%   + 12.3%  

FTSE All Share Index   +    1.8%   + 13.1%  

FTSE Mid 250 Index   +    0.2%   + 16.8%  

(exc. Inv trusts)        

FTSE Small Cap. Index   +    1.4%   + 19.1%  

(exc. Inv trusts)        

FTA Brit. Gov. Securities Index       

All Stocks   +    3.3%   +   2.3%   

North America        

Standard & Poors Composite  +    7.2%   + 23.8%  

Japan         

Nikkei 225   -   6.9%   +  10.9%  

France         

CAC 40 Index   +    3.3%   + 17.5%  

Germany         

DAX Index   +    3.0%   + 24.2%  

Property        

Halifax Property Index   +  11.9%   + 15.6%  

Inflation         

UK Retail Prices Index   +    1.0%   +   2.5%  

           

*This column adjusts the capital changes to reflect the movement of Sterling against the relevant   

Local currency.        

         

Composite Index   +   3.8%   + 11.3%  



Featured Fund 
 

Jupiter Strategic Bond Fund 
 

 

The Fund aims to achieve a high income with the prospect of capital growth by seeking out the 

best opportunities within the fixed interest universe globally.  The Jupiter Strategic Bond Fund is a 

'go anywhere' fixed income fund. The Fund is aimed at investors who want to achieve high income 

with the prospect of capital growth, while at the same time investing across the credit ratings 

spectrum. It was launched on 2 June 2008. 

The Fund can invest in assets including high yield bonds, investment grade bonds, government 

bonds, preference shares, convertible bonds and other bonds. The Fund may invest in derivatives 

and forward transactions for investment purposes. 

Fund manager Ariel Bezalel aims to seek out the best opportunities within the fixed interest 

universe on a global basis.  He typically looks for situations offering value and good risk/reward 

positions. That means spending a lot of time meeting management and researching company 

fundamentals with the help of credit analysts. 

He takes a macro-economic view of matters such as inflation, the outlook for interest rates and 

the shape of the yield curve in relation to the corporate bond market, which in turn influences the 

positioning of his portfolio. 

Ariel prefers bonds issued by companies with robust business models and meeting management 

is a key part of his investment process. He invests for the medium to long term. 

Typically, and in current markets, Ariel biases his portfolio towards investments that are 

positioned at the higher end of a company’s capital structure. 

 

 
 
 
 
 



 
 
 
 
 
 

Pension Reform 
 

George Osborne delivered his fifth Budget on Wednesday 19 March 2014.  

It includes big changes to private pensions, some of which are coming into effect before the end of next 

week while other more radical changes are proposed to take effect from 6 April 2015. Here’s our 

summary of the changes and the consultation  

We already knew that the personal allowance was scheduled to increase to £10,000 from 6 April 2014. 

The recent trend has been to reduce the limit for basic rate tax so that higher rate tax payers do not 

benefit from the increase in the personal allowance.  

This trend has continued with the Chancellor confirming that the basic rate tax limit will reduce from 

£32,010 to £31,865 from 6 April 2014. 

From 6 April 2015 the personal allowance will increase to £10,500 and the basic rate limit will be £31,785. 

For clients in pension drawdown the maximum amount that can be taken as income each year (the GAD 

limit) increases to 150% (from 120%). This increases the attractiveness of drawdown, although it remains 

our view that the focus should be on sustainable not maximum income. 

For clients with small pension pots the triviality rules – i.e. the maximum amount of the fund at which you 

can take it all as cash will increase from £18,000 to £30,000. This will only apply to individuals using 

triviality for the first time.  

The ‘stranded pots’ limit is increased from £2,000 to £10,000. Up to three ‘stranded pots’ will be allowed 

from personal pension or stakeholder plans. The number of ‘stranded pots’ that can be taken from 

occupational pension schemes remains unlimited. 

This means that an individual with personal pensions will be able to take up to £30,000 from ‘stranded 

pots’, and an additional £30,000 under triviality from age 60.  

The Minimum Income Requirement under flexible drawdown has reduced from £20,000 to £12,000 for 

those choosing to use flexible drawdown for the first time. This will help individuals who are considering 

flexible drawdown as they will no longer have to secure such a high level of guaranteed income.  



From January 2015 National Savings and Investments will launch a choice of fixed rate savings bonds for 

people aged 65 or over. As currently announced these bonds will offer a return of 2.8% gross for a one 

year bond or 4% for a three year bond. There will be a limit of £10,000 for each bond. 

From 6 April 2015 the consultation proposes that for defined contribution schemes such as personal 

pensions there will be a new option; to take tax-free cash with the balance as a taxable lump sum. This 

lump sum would be taxed at the individual’s marginal rate.  

From 6 April 2015 pension providers and occupational schemes will have to offer each defined 

contribution customer a ‘guidance guarantee’ at the point of retirement. 

The Government will also consult on raising the minimum age at which individuals can take their private 

pensions; from age 55 to 57 with effect from 2028. In addition they are proposing that the minimum 

pension age for private pensions will rise in line with increases to the State Pension Age (SPA). This would 

mean the age that individuals could take their private pension always being 10 years below the SPA. 

At the moment any pension contributions paid after age 75 do not receive tax relief. From 6 April 2015 it 

is proposed that this rule be amended or abolished. The Government will be consulting on this. 
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The value of investments and the income from them can go down 
as well as up and investors may not get their original investment 
back. Past performance is no guide to the future. 
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