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WELCOME

Welcome to our Winter newsletter and 2016. 

As we enter the New Year, markets are suffering 
from a number of chill winds. The Schroders 
Group surveyed a range of its international 
clients in December to gauge sentiment toward 
challenges the markets may face in 2016. 20% 
of the respondents globally believe that Chinese 
economic growth presents the biggest  
challenge, while geopolitical factors are a  
particular cause for concern across Europe. 
However, the data suggests that the largest 
potential challenge will come from central bank 
policy and how and whether they move to  
normalise interest rates. 

These then are among the known concerns. 
However, what the front pages fail to highlight is 
that volatility often throws up as many  
opportunities as challenges and that for long-
term investors, investment in real assets such 
as equities and property remains the best way 
to meet inflation plus returns. My sense is that 

markets are continuing to adjust to global 
growth being at a lower sustainable level than 
pre-crisis. Equally whilst there is unlikely to be 
a rapid resolution to any the current issues, we 
expect the world economy to grow in 2016 
helped by the low level of interest rates, sup-
portive fiscal policy in the US and Europe and 
the ongoing weakness in commodity prices.

We were pleased to host yet another successful 
Charity Investment Forum in October 2015 at 
the Royal College of Physicians, which is  
summarised on page 3. A full morning of  
investment and charity related presentations 
were followed by a fascinating talk from Lord 
Robert Winston. We are running another full  
calendar of training and events in 2016, at 
which we hope to see you and your colleagues.

Giles Neville, Head of Charities

January 2016

QUARTERLYNEWS

In this edition

Giles welcomes the New Year 
with an update on the market 
and reviews Schroders’ survey 
on the challenges for 2016.

We consider reasons behind 
the ongoing market volatility 
and where opportunities may 
exist beyond US markets.

Nick Bence-Trower reviews the  
presentations from our 2015 
Charity Investment Forum.

We say goodbye and welcome 
charity team members and 
celebrate Alexia Zavos’ board 
position with the UKSIP.
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SINCE LAST QUARTER

 –  In December, the US Federal Reserve 
raised bank lending rates for the first time 
in a decade

 –  Falling commodities’ prices continued to 
exert downward pressure on the FTSE 100 
index given the large exposure to  
companies operating in the Mining and Oil 
& Gas sectors

 –  In the UK, unemployment remained low at 
5.3% (as measured in November)

 –  Japanese equities rose given anticipated 
on-going monetary easing, despite  
economic data suggesting it had been in 
technical recession for the last two  
quarters

 –  Expectations of further monetary easing in 
the prompted Eurozone equities to  
outperform relative to other regions and  
ensured that the euro weakened against 
the US dollar

 –  Profit-taking and worries about the effects 
of the US interest rate rise prompted falls in 
Pacific ex Japan equity markets

Dull global growth, falling commodity prices 
and low inflation

The US continues to lead the economic recovery but 
growth momentum elsewhere remains weak.  
Economic data would suggest more of the same in 
2016 and global GDP growth appears to be stuck 
around 2.5%. China is clearly slowing and recent  
turbulence in the financial markets reflects concerns 
around both the economic reality and the anticipated 
policy response. Commodity price falls have  
suppressed inflation and the outlook remains tough,  
although there could be opportunities after recent 
moves down. Reduced inflationary pressure has  
delayed the anticipated upward trajectory in US and 
UK interest rates. We have now seen the first interest 
rate rise from the US and expect the UK to follow suit 
this year. It is clear that the Federal Reserve is keen to 
normalise interest rates without distressing financial 
markets. Whether they will achieve that goal remains to 
be seen. 

Volatility to continue

Accordingly we expect a continuation of the volatility 
experienced over recent months as investor sentiment 
oscillates. This is enhanced by narrow bands of equity 
market performance (a small number of stocks leading 

the overall market). Bond market volatility has seen a 
substantial spike, with a 60% increase in 2015  
compared with 2014. 

Implications for portfolios

Bonds tend to underperform in a rising interest rate 
environment. We expect history to repeat itself,  
particularly considering how low current yields are, and 
anticipate turbulent bond markets in 2016 so retain an 
underweight position. Equity markets do still offer  
opportunities, particularly in periods of volatility, and 
valuations in general are not overly stretched. We retain 
a modest bias towards European equities, where the 
cycle is earlier in its evolution compared to the US and 
the UK. Valuation opportunities exist in some of the out 
of favour sectors and geographies, such as resources 
and emerging markets, but we are trying to resist the 
urge of becoming too contrarian too early. Being  
different is often rewarding at turning points, but can 
also prove a drag on performance in the latter stages 
of a cycle when investing with the trend typically works 
best. We retain our positions in property, although  
recognise that the best of the returns are likely behind 
us. Absolute return has a role in portfolios in  
dampening volatility, even if recent returns have  
been fairly subdued. 
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MARKET UPDATE

WHAT DO YOU THINK WILL BE THE BIGGEST  
POTENTIAL CHALLENGE FOR MARKETS IN 2016?

Source:  Schroders, December 2015. Results from a Twitter poll conducted on 9 - 10 December with 86 
respondents. For information purposes only. This material is not intended to provide advice of any kind. 
Information herein is believed to be reliable but Schroders does not warrant its completeness or accuracy.

Past performance is not a guide to future performance

Central bank policy

Geopolitical issues

USD strength

China hard landing

Global results

Regional results

Central bank policy Geopolitical issues US dollar strength

USD strengthChina hard landingGeopolitical issuesCentral bank policy



This year’s Charity Investment Forum was attended by almost 
three hundred representatives of charities from across the broad 
spectrum of the sector. It was held at the Royal College of  
Physicians and so inevitably the occasion had a medical theme 
with the strap line ‘Diagnosis’.

A healthcheck

The first half of our morning was devoted to economics and 
the outlook for markets.  Richard Jeffrey, our Chief Investment 
Officer, started the formal presentations by providing a “Health 
Check” on the global economy and its implications for charities. 
He admitted that these were testing times for investors, citing 
such issues as Greece, China, commodity prices and the  
likelihood of interest rate hikes in the United States.

He warned that global economic growth is unlikely to return to 
pre-financial crisis levels. In the UK, there was unparalleled 3% 
p.a. growth for fifteen years pre crisis. In future this figure is likely 
to be closer to 2.25% p.a., so that in the dips there will be less 
of a cushion to maintain the ‘feel-good’ factor and keep  
consumers spending. This said, he does not feel that the UK will 
fall back into recession imminently.  He also believes that interest 
rates will be increased in the spring next year, following an  
anticipated move by the US Federal Reserve.

The heart of the matter

Richard Buxton, Manager of the Old Mutual UK Alpha Fund,  
reflected on the consequences for the UK equity market. His 
view is that, using an analogy in keeping with the medical sur-
roundings, the post-trauma scars will last for years and Britain is 
seven years into a healing process that could take up to twenty 
years. However, he remains positive in his view of UK equities, 
believing that valuations in some areas of the market are “com-
pelling”.  Interestingly, he is convinced that there is no need to 
fear the referendum on continuing membership of the Eurozone 
and stated forcefully that there is next to no chance of a ‘Brexit’ 
in part because Germany would not want it.

Under the skin

Absolute return strategies were then discussed by Matthew 
Smith of Majedie Asset Management, manager of their Tortoise 
Fund. He started rather alarmingly by stating that if a doctor had 
the same success rate as the average fund manager, he would 
kill a third of his patients! The challenge in achieving cash plus 
returns, no matter what the market environment, is very different 
to other forms of equity fund management. He looks to achieve 
this through identifying “unloved”, out of favour stocks in which 
to invest, while shorting stocks that look overvalued. Matthew 
prefers large cap, highly liquid stocks so that, if necessary, he 
can exit swiftly. His philosophy is to accept small losses if his  
investment decision is looking wrong, while to run for larger 
gains those that are doing well.

 

The backbone

The second half of our morning focussed on governance.  
As good governance is absolutely vital for any well-run charity, 
it was no surprise that Andrew Hind’s presentation was entitled 
‘The Backbone’. Andrew is Professor of Charity Governance 
and Finance at the Cass Business School having previously 
been Chief Executive of the Charity Commission. He sought to 
identify best governance practice and examined the relationship 
between trustees and the executive, reiterating the importance 
of mutual respect, working together for the benefit of the charity.

The challenges of board delegation to sub-committees was 
highlighted.  It is the legal responsibility of the trustees to 
oversee the charity whether or not they attend meetings or sit 
on a particular committee. Multiple sub-committees dilute the 
ability of the trustees to monitor and as such Andrew suggest-
ed a maximum of four sub-committees of the main board.  As 
an extension of this, he recommended that every committee 
should contain a “lay member” who is not an expert in the field.  
It would be their responsibility to do a ‘sense check’ and be 
prepared to ask the silly question.

A prescription

Kate Rogers, Head of Policy at Cazenove Charities, brought the 
formal part of the forum to a close, talking through a thought 
process for trustees considering their charity investment policy, 
drawing from a number of reports she has written or co-written 
on investment governance.  

She was at pains to stress that there is no ‘Holy Grail’ or right 
answer.  Each charity has different aims, objectives, levels of 
expenditure and time horizons.   Key dilemmas in determining 
the investment policy include finding the right balance between 
spending now and saving for the future and whether to reflect 
the charity aims in the investment assets.  

The successful event finished with a fascinating talk from Lord 
Robert Winston. The content of his presentation was very wide 
ranging; and it was interesting to hear from a pioneer working on 
the frontiers of medical science his view that, for every upside 
such as the benefits of the internet, there is a downside like  
cyberterrorism. Perhaps, as an encouragement for us all, he 
added that the path to success was seldom smooth.

3

Nick Bence-Trower, Portfolio Director, Cazenove Charities

DIAGNOSIS... CHARITY INVESTMENT FORUM

global economic growth is unlikely to 
return to pre-financial crisis levels



CONTACT US

TEAM NEWS UPCOMING EVENTS
We bade Andrew Sheaf a fond farewell as he retired from the  
investment world after 30 years in order to commence his  
postgraduate studies at the School of Oriental and  
African Studies.

We welcome Joe Davies to the team as a Client Service  
Executive. Joe joined from the Schroders’ school leaver’s  
programme having spent one year with the insurance team.

Alexia Zavos, Portfolio Director and Head of Responsible  
Investment was appointed as a Board member of the UK  
Sustainable Investment and Finance Association (UKSIF)  
in October.

Kate Rogers organised a Syrian 
Supper club for those affected by 
the crisis in Syria raising almost 
£10,000. The evening of traditional Syrian food supported 
the Hands Up Foundation in raising funds for two projects - 
Hands Up for Medical Salaries in Aleppo and An Arm and Leg 
in the form of an auction donating enough to fund 33  
prosthetic limbs for casualities of the war.

TRUSTEE TRAINING
Cazenove Charities has joined HaysMacintyre and Farrer & Co to 
host a series of training sessions for trustees. 

19TH APRIL - INTRODUCTION TO CHARITY FINANCE

3RD MARCH - WHAT EVERY TRUSTEE SHOULD KNOW

23RD MARCH - WHAT EVERY TRUSTEE SHOULD KNOW (REFRESHER)

23RD MAY - WHAT EVERY TRUSTEE SHOULD KNOW

For further information or to register, please find details online:   
www.haysmacintyre.com/events/training-courses-for-chari-
ty-trustees-2015-2016

Please note there is a charge to attend these sessions

8TH JUNE - INTRODUCTORY TRUSTEE TRAINING

The first of our charity trustee training series for trustees with  
basic investment knowledge, followed by lunch. 
www.cazenovecharities.com/trusteetraining

COMMON INVESTMENT FUND UPDATES
24th FEB - UK EQUITY

A presentation for investors and those interested in the Charity  
Equity Fund and Equity Income Trust for Charities from the  
managers, followed by lunch. 
www.cazenovecharities.com/ciflunch-equities

11th MAY - MULTI-ASSET

A presentation for investors and those interested in the  Charity 
Multi-Asset Fund from the managers, followed by lunch. 
www.cazenovecharities.com/ciflunch-multi-asset

SECTOR EVENTS
Keep up to date with charity investment related sector partner events 
taking place in 2016. See their respective websites for further information:

27th JAN - CFG INVESTMENT CONFERENCE

7-8th MAR - CHARITY FINANCE INVESTMENT FORUM

11th MAY - CATHOLIC CHARITIES CONFERENCE

26th MAY - CFG ANNUAL CONFERENCE

IMPORTANT INFORMATION 
The opinions contained herein are those of the Charity team at Cazenove Capital Management and do not necessarily represent the House View. This 
document is intended to be for information purposes only. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. 
Information herein is believed to be reliable but Cazenove Capital Management does not warrant its completeness or accuracy. No responsibility can 
be accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that Cazenove Capital Management has to its customers 
under the Financial Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. 

Cazenove Capital Management is a trading name of Schroder & Co. Limited, 12 Moorgate, London, EC2R 6DA. Authorised by the Prudential Regu-
lation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. For your security, communications may be 
taped and monitored. Past performance is not a guide to future performance. The value of an investment and the income from it may go down as well 
as up and investors may not get back the amount originally invested.
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For more information on any of the articles or to sign up to  
receive this newsletter regularly, contact: 

Joanna Barton, Marketing Manager 
email: joanna.barton@cazenovecapital.com  
tel: 020 7658 3104           

Giles Neville 

Head of Charities

Tel: 020 7658 6975 

Kate Rogers 

Head of Policy,  

Charities  

Tel: 020 7658 2480

Alex Baily 

Portfolio Director, 

Charities

Tel: 020 7658 1108 

Lucinda Napier 

Portfolio Director,  

Charities

Tel: 020 7658 1106

kate.rogers@cazenovecapital.com alex.baily@cazenovecapital.com lucinda.napier@cazenovecapital.comgiles.neville@cazenovecapital.com

Contact details for the entire team are available on our website: www.cazenovecapital.com/charities/meet-the-team

SECTOR RECOGNITION IN 2015


