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WELCOME

Whilst political risk remains ever present on 
the front pages of the newspapers, markets 
continue to climb the ‘wall of worry’ helped by 
abundant global liquidity. For sterling investors 
this has been greatly enhanced by the  
translation effect of a weak currency on  
overseas assets and the overseas earnings of 
UK listed companies. Whether fears of a ‘hard 
Brexit’, a new President with control of  
Congress or various European elections cause 
a sustained reversal is a matter of debate. My 
sense is that we should be watching for signs 
of tightening liquidity, whether due to higher 
interest rates or dollar strength against global 
currencies (not just sterling). Our portfolio views 
given this nuanced outlook are set out briefly in 

our market update overleaf, but will also be a 
subject for the current round of client meetings 
and our annual Charity Forum at the IET on 17th 
November.

This edition of our newsletter also highlights the 
recent release of ACF’s report on Giving Trends 
and Kate Rogers’ success in championing a 
new structure for pooled Charity funds in her 
role as Chair of the Charity Investors Group.  
We look forward to seeing many of you over the 
next few months to discuss these issues  
in person.

Giles Neville, Head of Charities

October 2016

QUARTERLYNEWS

In this edition

Due to a backdrop of slower growth, we 
continue to favour diversification,  
particularly when bonds look fully valued

Key facts from recent ACF report and an 
update on the Charity Authorised  
Investment Funds

Exam success, a new trustee and fund-
raising efforts, plus detail of a Trustee 
Training series starting in December
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SINCE LAST QUARTER

 –  The Conservative Party voted in Theresa 
May as the new Prime Minister following 
David Cameron’s departure after a failed 
EU Referendum campaign.

 –  The Bank of England reacted to “Brexit” by 
launching a series of new monetary easing 
measures designed to buoy economic 
growth.

 –  The Bank of Japan increased its economic 
stimulus programme by introducing details 
of a broad fiscal spending package to  
complement the already aggressive  
monetary easing policy.

 –  Brazilian equities enjoyed a recovery as 
investors took comfort in the change in  
political leadership as former President 
Dilma Rousseff faces trial for fraudulent 
activities.

 –  Following “Brexit” sterling weakened  
dramatically as economic uncertainty 
weighed on investor sentiment, the pound 
reached a low in Q3 of $1.29 in  
mid-August.

 –  In September, OPEC members agreed a 
production cut.

Economic outlook remains uncertain

Global growth continues to be downgraded as the 
sluggish economic environment persists. In the UK, 
retail sales figures indicate that consumer spending has 
yet to be negatively affected by the referendum result. 
However, we continue to monitor the down turn in  
business confidence and expect a slowing in  
domestic business investment as a result of the  
upcoming negotiations with Europe. The wide range of 
UK growth and inflation forecasts for 2017  
demonstrate the uncertain outlook. We anticipate a 
slowing in growth and increasing inflationary pressures, 
driven by a weak sterling and stabilising commodity 
prices.  We expect monetary policy to remain  
accommodative and are seeing increasing use of fiscal 
policy measures to support demand globally. The UK 
chancellor has signalled a scaling back of austerity, 
and both US presidential candidates have discussed 
planned infrastructure programmes. 

Political risk is elevated

The divorce settlement between the EU and Britain is 
just one of a number of political risks facing markets 

over the coming months. Theresa May’s talk of a ‘hard 
Brexit’ has had a clear detrimental effect on sterling. 
Relative to history the pound now looks oversold, but it 
is difficult to see a catalyst for any significant rerating in 
the short term. The upcoming US presidential election 
could be a source of volatility, with fiscal expansion 
and trade protection on the agenda, and there are a 
string of elections across Europe that could destabilise 
markets.

Favouring diversification

Given this uncertain economic and political backdrop 
we continue to favour diversification in portfolio  
construction, including assets such as property,  
infrastructure and absolute return alongside core equity 
positions. Equity valuations are generally looking fair 
when compared to bonds, but we recognise that this 
is being artificially supported by the low interest rate 
environment. Bonds are unattractive at current yields, 
particularly as we expect UK inflation to pick up. Where 
held, cash will be used as a tactical asset, to take 
advantage of any volatility in markets over the coming 
months.  
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THE RACE FOR GROWTH

Previous Revised Unchanged Global inflation

2.5% 2016 20172.3% 2.6% 2.2%

Growth forecast down 
due to poor performance 
in developed markets

Forecast stays at 2.6%, 
indicating a continuation of 
the lacklustre environment

Global inflation 
forecast remains 
unchanged at 2.2%

US Federal Reserve

•	 Expected to tighten policy in 
December

•	 Upturn in growth and inflation 
prompts US central bank to act

Bank of Japan

•	 Forecast to cut rates to -0.3% 
by end 2016 and -0.4% end 
2017

•	 Asset purchases likely to 
increase from Q2 2017

People’s Bank Of China

•	 Expected to ease policy 
further

•	 Interest rates expected to fall 
to 3% by end 2017

European Central Bank

•	 Could cut deposit rate to 
-0.5% due to low inflation 
rates

•	 Extend quantitative easing 
to end 2017

Global growth forecast

Policy divergence ahead



Key Facts and Figures on giving, income and assets in the 
top 300 UK Independent Charitable Foundations

This month saw the launch of the Association of Charitable 
Foundations’ report on Giving Trends of the top 300 independent 
charitable foundations. The research shows that grant spending 
by the Top 300 foundations in 2014/15 reached a record £2.7 
billion, finally overtaking the £2.5 billion spent in 2008 before the 
credit crisis, although the level hasn’t yet recovered in real terms. 
Nonetheless, the overall trend over recent years is for foundation 
spending to grow, despite an underlying ‘bumpiness’ in their 
finances over the same period, with dramatic swings in the  
annual growth of voluntary income, and asset growth slowing 
with the economy, following two years of rising values. In sum, 
with grant spending growing more steadily than income, the  
results suggest the helpfulness of the ‘total return’ approach 
taken by some foundations, taking advantage of capital growth 
as well as investment income to support grants.

The value of the combined net assets of the Top 300, largely 
comprised of investments, reached a new high of £54 billion 
in 2014/15. Assets are concentrated, with a few large founda-
tions controlling a large proportion of the sector ‘wealth’ (see 
diagram). Asset values have steadily grown over the last 5 years 
from £42 billion in 2010/2011. The report also provides analysis 
of 16,500 grants, to show where the money goes, and presents 
evidence that education and training receives the lion’s share of 
all grant-making, followed by health and arts and culture. 

The role of family and corporate foundations are also highlighted 
and growing sources of income for the sector.

The report is free to download on the ACF website www.acf.org.
uk/policy-practice/research-publications/foundation- 
giving-trends-2016

Following a number of years of work by the Charity Investors 
Group, led by our colleague Kate Rogers, the new Charity 
Authorised Investment Fund structure was launched earlier this 
month in conjunction with the Charity Law Association,  
Investment Association, Charity Commission and Financial  
Conduct Authority . We believe that this is good news for UK 
charity investors and intend to convert the Cazenove Charity 
funds into the new structure, subject to gaining the required 
approval from the regulators. The structure is available  
exclusively to Funds established for charitable purposes, which 
will be registered as charities and regulated as such by the  
Charity Commission for England and Wales. As authorised funds 
they will also be regulated by the FCA under the Financial  
Services and Markets Act, offering protection for the  
investing Charities.

The Charity Authorised Investment Fund structure replicates the 
main benefits of the existing Common Investment Fund  
structure presently administered by the Charity Commission.  
The new structure preserves many of the specific characteristics 
of Common Investment Funds; including the tax benefits of  

being a registered Charity; the ability to smooth income to aid 
cash flow budgeting for investing Charities and the ability to 
have an independent advisory committee to represent charity 
unitholders. Additional benefits include improved regulatory  
oversight, and an exemption from VAT on investment  
management fees.

We will be in touch with investors in our charity funds over the 
coming months to complete the transfer to the new structure.
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Kate Rogers, Head of Policy, Cazenove Charities

GIVING TRENDS 2016

Giles Neville, Head of Charities

CHARITY AUTHORISED INVESTMENT FUNDS – BRINGING IMPROVED REGULATORY 
OVERSIGHT AND A REDUCTION IN COST TO CHARITY INVESTMENT FUNDS



CONTACT US

TEAM NEWS UPCOMING EVENTS
Naman Mahfooz passed unit two, UK Financial Regulation, of 
the CISI Investment Operations Certificate.

Emilie Coxwell-Matthewman passed unit two, Portfolio  
Construction, of the CISI Chartered Wealth Manager  
Qualification.

Joanna Dunn became a trustee of the Heritage Crafts  
Association, a charity dedicated to supporting and advocating 
traditional heritage crafts to ensure their sustainability in the 
future.

Kate Rogers recently organised a fundraising lunch in  
partnership with the Hands Up Foundation to raise money for 
Syria. By feeding 200 people delicious Syrian dishes prepared 
by London-based chefs, the charity will be able to feed 1000 
people in Syria for a month.

CHARITY INVESTMENT FORUM
17th NOVEMBER - LONDON

Our 11th Charity Forum takes place at the Institute of  
Engineering and Technology IET. Entitled Progress... the forum 
will provide a morning of charity investment presentations, as 
well as sector perspectives, followed by a talk by the curator 
from the upcoming Science Museum robots exhibition and his 
robotic guest.

www.cazenovecharities.com/charityforum

COMMON INVESTMENT FUND UPDATES
2nd NOVEMBER - 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

TRUSTEE TRAINING PROGRAMME
Commencing December 2016

For the second year, we are pleased to join with Haysmacintyre 
and Farrer & Co to bring trustees comprehensive training  
sessions* covering a range of essential topics including: charity 
law update and an introduction to charity finance and reporting. 

Full and half day sessions on the 6th and 12th December entitled 
“What Every Trustee Should Know” provide a comprehensive or 
refresher summary of trustees’ duties, while half days on Law 
and Charity Finance take place throughout 2017.

Registration will open in the next few weeks or contact us for  
further information - www.haysmacintyre.com/events 

*Please note that there is a cost to attend these training events.

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 Dunn, Marketing Manager: 
email: joanna.dunn@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


