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April 2016

QUARTERLYNEWS

In this edition

Bumpy markets, but we are  
encouraged by the data from 
the recently launched  
NCVO Almanac.

A maturing cycle in the US 
and UK leaves us a little more 
cautious on the outlook.

Richard Jeffrey looks at the 
causes of the recent  
market volatility.

Hatches, matches, exam 
qualifications and news of Kate 
Rogers’ recent trip to Lesvos.

Welcome to the spring edition of our quarterly 
newsletter, in which we consider the recent  
equity market volatility and how we are  
reacting on behalf of our charity clients. Over 
the next few months we will likely see more 
market volatility as the European referendum 
and US election, amongst other things, grab the 
front pages. We continue to look for  
opportunities in both asset allocation and  
investment selection to structure multi-asset 
portfolios in a way that will moderate the  
inevitable gyrations across financial markets, 
whilst continuing to focus on delivering long-
term real returns.

We were delighted to have sponsored and 
launched the 2016 NCVO Almanac this month. 
In its 15th year the almanac is a trusted source 
of voluntary sector data and we are pleased to 
include some of its fast facts in this issue, with 
more information on our website. There were 
two statistics that stood out for me. Firstly, the 
economic value of the sector at £12bn is  

equivalent to the GDP of a small country  
(Iceland); secondly, its value as an employer, 
with almost 3 times the number of employees as 
the largest UK private employer (Tesco).  
A considerable financial contribution to our  
economy that is often overlooked.

We are looking forward to seeing many of you 
at our annual Charity Investment Lecture in 
May. We will be hearing from Professor John 
Kay CBE, the economist and author of the 2012 
Review of UK Equity Markets and Long-Term 
Decision Making. There are still a few places 
available so please do register on our website. 

We hope that you enjoy this edition and please 
let us know if you have any suggestions for 
future editions.



162,965
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since last quarter

 –  The European Central Bank announced 
fresh monetary policy easing in early March

 –  Sterling fell as markets considered the 
possibility that the UK could leave the EU 
following the June referendum

 –  The Bank of Japan surprised investors with 
a move to a negative interest rate policy

 –  The 10-year UK Treasury yield fell from 
2.27% at the end of December to 1.77% at 
the end of March, having hit record lows in 
February

 –  Expectation of increases in US interest 
rates were deferred following dovish  
comments from Federal Reserve chair 
Janet Yellen

 –  The oil price declined sharply early in the 
quarter, starting January at above $37  
falling to a low of $26 on 11 February  
before recovering to $40 at the  
end of March

 –  Emerging markets rebounded strongly, with 
several markets supported by delayed  
expectations of monetary tightening in the 
US and a reversal in US dollar strength

Downward drift in global growth

Global economic growth forecasts have been trimmed  
to reflect weaker data from both the US and Japan.  
However, we still expect the world economy to grow 
and are not expecting a US recession or ‘hard landing’ 
in China.  The oil price falls of last year and the  
beginning of 2016 have enhanced deflationary  
concerns, but more recent stabilisation means that we 
believe these fears are unlikely to materialise.  In fact 
we believe that inflationary pressure is underestimated 
and may surprise on the upside, in the US in  
particular,  which leads us to continue to expect interest 
rate increases by the Fed over 2016.

Volatility to remain elevated

These ongoing growth concerns, combined with fears 
over the efficacy and level of monetary policy easing will 
mean that volatility is likely to remain elevated.  Political 
challenges in the shape of the EU referendum and the 
US election are set to add to investor concerns, and 
the impact will continue to be felt in both currency and 
investment markets.

Earnings growth weakness

Analyst expectations for corporate earnings growth 
continue to be downgraded in many key markets. 
Corporate America is likely to feel the impact of wage 
inflation as a squeeze on profit margins, making it a 
more difficult environment for companies. Despite this, 
equity market valuations appear reasonable, and both 
the UK and Emerging Markets are expected to benefit 
from currency movements.

Portfolio implications

Although we remain fully invested in equities we are  
becoming a little more cautious, reflecting the  
perceived greater risks at this stage of the cycle. We 
continue to emphasise the benefits of diversification 
using alternative assets such as property, infrastructure 
and absolute return in portfolios where appropriate. 
The bond market remains vulnerable and we retain low 
exposure in portfolios. We seek to use cash to take 
advantage of volatile markets, despite the poor returns 
on offer.
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MARKET UPDATE

2016 NCVO ALMANAC - FAST FACTS

voluntary organisations

827,000
paid workforce

66%  
female

34%  
male 62% 

full time

38% 
part time

£12.2bn
contribution to the UK economy

£19.4bn
total income from individuals

£15.0bn
total income from government

£41.7bn

total  
current 
spending

Cazenove Charities supports NCVO’s 2016 Almanac

Cazenove Charities is delighted to sponsor the 15th edition of the NCVO UK Civil 
Society Almanac. As the comprehensive compendium of voluntary sector trends 
and statistics, the findings are an important reminder of the sector’s breadth and 
its impact on society.

For further information, please visit www.cazenovecharities.com

Source: NCVO UK Civil Society Almanac 2016



Financial markets and economic variables do not move in 
straight lines; they are all beset by degrees of randomness.  
The problem arises when volatility becomes greater than normal. 
The brain learns quickly to disregard low-level noise; more 
extreme noise is harder to ignore and can be very distressing. 
While I do not believe that recent volatility in financial markets is 
simply noise, it is questionable whether it warrants some of the 
more hyperbolic newspaper headlines we have read.

It is always important to look at unexpected moves in financial 
markets and ask a basic question: should they cause us to alter 
our view of the world or are they a reflection of unwarranted 
anxiety? 

Slower growth can seem vulnerable

The post-recession environment has been characterised by 
much duller growth rates in the more mature industrial  
economies. But duller in this context means safer. In economics 
terms, countries are still rebalancing and a prerequisite for this 
process is that growth is at a sustainable rate – a rate that does 
not require the support of rising debt levels and that is not  
characterised by widening trade imbalances. By definition duller 
is also less exciting; moreover, it seems to have less of an in-built 
safety margin. When the UK was growing at rates of 3% and 
more, a loss of momentum did not seem particularly threatening. 
Growth at 2% leaves us with an impression of vulnerability. Given 
this, it is unsurprising that when faced by something new and 
with possibly negative consequences, markets react nervously. 

Can the Emerging Markets adjust to lower Western demand 
and greater pressures locally?

If slower growth in the West is one key post-recession  
characteristic, another is over-supply amongst emerging  
manufacturers and commodity producers. In effect,  
overheating in the industrialised world prompted other countries 
to start industrialising faster, and also encouraged resource  
producers to invest heavily in new capacity (a process that  
continued post-recession). 

For emerging manufacturers, the environment now is far less 
comfortable. They are experiencing much slower growth in  
demand for their exports, heightened competition and  
downward pricing pressure. 

To what extent will developments in emerging economies 
have a detrimental impact on the West?

While some Western countries are oil producers, the much 
stronger influence on Western growth from weakness in energy 
and commodity markets (and also from depressed manufactured 
goods prices) is through the demand channel. In effect, lower 
import prices provide a stimulus to real domestic spending – 
most obviously through stronger growth in household demand. 
Other sectors of the economy will also have benefited from 
declining fuel and raw material prices. 

Were prevailing developments in China and other emerging 
economies to have an appreciably detrimental impact on the 
West, it might be expected to come via one of two routes. Of 
lesser worry would be a negative wealth effect on spending as 
a result of declining financial asset prices. The second route 
through which Western economies could be hit is via a possible 
constriction in credit availability. Were Western banks to find 
themselves undermined by heavy and rising bad debts  
arising in emerging markets, this could limit their ability to lend to 
customers in their home markets. However, there is currently no 
suggestion that problems in those countries are changing  
lending behaviour here. Indeed, recent credit trends indicate that 
the monetary environment in the UK and other Western  
economies is continuing to improve. 

Economic growth data suggests an overreaction in markets

Overall, we would expect to see slightly stronger growth in 
industrialised economies in 2016 than was recorded in 2015. 
The UK has already decelerated to an annual growth rate that is 
in line with that sustainable in the longer term (about 2¼%), and 
we expect to see momentum maintained at this pace in 2016. 
Likewise, we expect growth in the US economy to continue at 
around 2½%. On the other hand, we expect both the eurozone 
and Japan to accelerate modestly in 2016, from sub-standard 
growth rates in both areas in 2015.

This analysis does not suggest that we have nothing to worry 
about. However, the heightened volatility that has been  
experienced in equity markets over the past few months seems 
to us to exaggerate the risks that are currently facing Western 
economies. So, rather than believing that markets are warning 
us that something nasty is lurking just ahead of us, I would put 
greater weight on the observation made by Paul Samuelson, the 
American Nobel-Prize-winning economist: “Wall Street indexes 
predicted nine out of the last five recessions! And its mistakes 
were beauties.”
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Richard Jeffrey, Chief Investment Officer, Cazenove Capital Management

A CRISIS IN CONFIDENCE

For more articles by Richard Jeffrey and members of the 
Cazenove Charities team, please visit our website:

www.cazenovecharities.com/news-and-views



CONTACT US

TEAM NEWS UPCOMING EVENTS
Alex Baily and his wife, Laura welcomed Flora to join sisters 
Rose, Molly and Kitty.

Joanna Barton married Steve Dunn in Hampstead, London in 
early March, followed by a short break in France. 

Emilie Coxwell-Matthewman passed Level 1 of the  
Chartered Wealth Manager qualification, while Belinda Martin 
and Caroline Hooft Graafland passed the first stage towards 
achieving Chartered Financial Analyst status.

Kate Rogers travelled to Lesvos, Greece to volunteer in the 
main refugee camp and on the coast meeting refugee boats. 
She witnessed first hand the hardships facing families fleeing 
war and persecution, mainly from Syria and was able to  
provide much needed aid, working with Oxfam to give out 
sleeping bags, backpacks and 
blankets. Kate’s fundraising also 
enabled her to provide direct aid, 
including baby carriers, over 100 
pairs of hiking boots and over 40 
warm coats,  along with a  
donation of over £2,000 to the 
UN refugee agency.

ANNUAL EVENTS
17th MAY - CHARITY LECTURE

This year’s Charity Investment Lecture takes place at the Royal 
Institution. We welcome Professor John Kay CBE, one of Britain’s 
leading economists and authors, as our guest speaker. 

www.cazenovecharities.com/charitylecture

TRUSTEE TRAINING
HAYSMACINTYRE, FARRER & CO, CAZENOVE CHARITIES

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

19TH APRIL - INTRODUCTION TO CHARITY FINANCE *

23RD MAY - WHAT EVERY TRUSTEE SHOULD KNOW *

For further information or to register, please find details online:

www.haysmacintyre.com/events/training-courses-for- 
charity-trustees-2015-2016

*Please note there is a charge to attend these sessions

5TH MAY - TRUSTEE TRAINING - EDINBURGH

This afternoon session will provide an overview of charity  
investment and scottish charity law, for all levels of knowledge.

8TH JUNE - INTRODUCTORY TRUSTEE TRAINING - LONDON

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
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

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 or to sign up to receive this newsletter regularly, contact: Joanna Barton, Marketing Manager: 
email: joanna.barton@cazenovecapital.com or 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.cazenovecharities.com/meettheteam

SECTOR RECOGNITION IN 2015


