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Experts

Friday 24th June was an extraordinary 
day, even for those who have been 
in markets for as long as I have. 
The dramatic reaction of sterling to 
the news that Britain had voted to 
leave the EU was in contrast to the 
ultimately muted response of the UK 
equity market. However, sharp falls 

on European bourses and government bond yields at new lows 
pointed to concerns about the implications.

In as much as it is possible to prepare for a binary event in 
portfolios, we had done so and we also had our strategies for 
either outcome. Nevertheless we shared the world’s surprise at 
the choice of the British people. However, as I write few of the 
buying opportunities we are looking for have emerged.

Markets will undoubtedly take time to settle. Whilst we will 
not be able to escape entirely the impact of a prolonged period of 
uncertainty, we will continue to watch closely for opportunities 
that come out of volatility. Richard Jeffrey and Kieron Launder 
review the current market landscape not only in the market 
commentary but also in a special feature analysing the potential 
ramifications of Brexit. We understand periods of change can be 
unnerving so please do not hesitate to contact us if you wish to 
discuss the outlook further.

On a brighter note, this year we are delighted to be sponsoring 
the David Hockney RA: 82 Portraits and 1 Still-life exhibition at 
the Royal Academy (2nd July – 2nd October). Edith Devaney, who 
has worked with Hockney for a number of years and Curator at 
the RA, reviews his remarkable work and latest exhibition.

Other features in dialogue include advice from Kate Leppard, 
Deputy Head of UK Wealth Management, on how to successfully 
introduce the next generation to inherited wealth and the varying 
challenges of family governance.

I hope you enjoy reading this issue of dialogue.

ANDREW ROSS CHIEF EXECUTIVE
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Through the looking glass,  
nothing is what it seems 
By Richard Jeffrey, CIO, and Kieron Launder, Head of Investment Strategy

T 
he blueprint for economic 
activity that has become 
established over the 
past few years in the 

United States has been for growth 
to weaken during the first three 
months of the year and then to 
recover over the remaining nine. 
So far, 2016 is proving true to 

form. Following a very dull opening 
quarter, the indications are that 
the economy reaccelerated 
during the quarter to June. In all 
probability, this pattern has been 
largely the result of inadequate 
seasonal adjustment by government 
statisticians. Nonetheless, it has 
had an influence on the way that 

economists have commented on, 
and financial markets have reacted 
to broader macro themes. Every 
year, we seem to go through three 
months of anxiety that the US is 
about to undergo a more prolonged 
slowdown, before sighing with relief 
that it was only temporary and 
probably illusory. In the current year,    ▼
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Through the looking glass,  
nothing is what it seems 

the weak first quarter had greater 
impact on sentiment because there 
was already concern that western 
economies could suffer negative 
feedback from the problems that 
had become increasingly manifest 
during 2015 in emerging economies. 
And it was not just in financial 
markets that we saw a reaction 
to such worries – they have also 
had an impact on policy makers. 
In the US, the Federal Reserve 
(the Fed) had outlined a profile for 
interest rates that incorporated four 
increases during 2016, taking rates 
1% higher by the year-end. This 
seemed to us to be a sensibly paced 
continuation of policy normalisation 
that began with the first rate rise 
of this cycle in December last year. 
However, nervousness in financial 
markets brought an immediate 
tactical withdrawal by the Fed, and 
it is currently projecting only two rate 
increases over the year.

This provides an important insight 
into not just the Fed’s thinking but 
into that of most central banks in 
advanced economies – that they 
still see significant vulnerability to 
negative shocks and they are still 
looking for excuses not to tighten. 
Our concern remains that, in judging 
the balance of risks to be weighted 
heavily on the downside, there is 
a risk that central banks will ignore 
for too long trends that suggest it is 
now appropriate to be tightening, 
albeit at a very gentle tempo.

No sooner had financial markets 
reassured themselves that the 
US was not about to implode, 
another disturbing spectre tested 
their nerves: the possibility that a 
referendum on UK membership 
of the European Union could 
result in a vote to leave. Initially, 
markets seemed fairly phlegmatic 
about this possibility, seemingly 
on the assumption that Brexit 
was highly unlikely. However, as 
polling day edged closer and the 
outcome became more difficult 
to call, nervousness increased. 
The debate became increasingly 

acrimonious, with both sides making 
bold economic claims. That the 
outcome could have significant 
economic consequences was 
not to be doubted. Being certain 
what these might be was clearly 
more contentious. Indeed, we see 
the referendum as having been 
essentially on a political question 
with potentially significant (but 
somewhat unknowable) economic 
ramifications, rather than vice-
versa. The vote – in favour of 
leaving the EU – came as a shock 
to world markets. Nonetheless, 
the initial reaction was not as 
extreme as it might have been. 
Near term, the result increases 
economic uncertainty and adds 
to the downside risks in European 
economies. At the very least, this 
provides policy makers in the US 
and UK with a further excuse to 
keep rates on hold. In the UK there 
is an additional possibility that 
rates will be cut or that there will be 
additional quantitative easing (QE), 
depending on how economic and 
financial conditions change.

At the same time as the Brexit 
debate was beginning to dominate 
the headlines, there was another 
important development that 
began to influence sentiment in 
financial markets. The slump in the 
oil price between mid-2014 and 
early-2016 had been increasingly 
seen (erroneously in our view) as a 
potential bellwether for the global 
economy. So, the rebound in the 
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price from under US$30 per barrel 
to around US$50 was taken as a 
positive sign, allaying some of the 
more exaggerated fears. In fact, 
recent gyrations in the oil market 
have likely been more the result of 
changing supply conditions than of 
shifts in demand. However, where 
reassurance was required, it was 
gratefully received.

So where does this leave us? Our 
view is that world growth in 2016 will 
be at a similar pace to that recorded 
in 2015, albeit the risks to this 
assumption are negatively skewed. 
Within this, our expectation is for 
the US and UK to grow slightly less 
quickly, but for the EU to register a 
modest improvement. Against this 
backdrop, we believe that emerging 
economies, both manufacturers and 
commodity producers, will stabilise 
and possibly see a slight pickup in 
momentum in the second half of 
the year. Japan, on the other hand, 
seems likely to remain mired by the 
deflationary forces that have beset 
it for the last two decades, with little 
evidence that Abenomics, QE or 
negative interest rates have had any 
fundamental impact. 

But this is not quite the end of 
the story. In three major economies, 
there is a growing hazard: labour 
shortage. The US, UK and Germany 
all have exceptionally low rates of 
unemployment but continue to have 
strong demand for labour. To date, 
this potentially inflammatory mix 
seems to be having only a modest 
impact on labour costs. However,  
it seems unreasonable to expect  
this to continue to be the case 
(unless growth undershoots and 
labour demand diminishes). Indeed, 
we will have to come up with some 
radical new analysis to explain why 
a persistent tightening in labour 
market conditions is not leading to 
faster wage inflation. So far, core 
inflation rates have edged up only 
modestly in both the US, UK and 
Germany. Nevertheless the risks 
seem firmly in one direction, and 
we expect to see further signs that 

domestically generated inflation is 
picking up in all three countries.

We suspect it is a question of 
timing: of when, not if. And if it 
proves that ‘when’ is sooner than 
currently assumed, central banks 
will be tested. In this regard, the 
Fed’s central projection of a year-
end unemployment rate of 4.7% 
and the Bank of England’s (BoE) 
median forecast of 5.0% already 
look unrealistic against current rates 
of 4.7% and 5.0%, respectively. 
Indeed, it would take either a slump 
in growth or a dramatic recovery in 
productivity for unemployment in the 
US and UK not to be appreciably 
below these rates by the end of 
2016. This suggests that both 
the Fed and the BoE would have 
been raising rates by the year end, 
had it not been for the Brexit vote. 
Following the vote, the policy bias 
in the UK is likely to be towards 
easing, at least in the short-term. 
The European Central Bank on the 
other hand, is likely to remain in 
easing mode for rather longer, as a 
result of more equivocal economic 
trends elsewhere in the eurozone. 
For the BoE, the decisions will be 
more difficult, as it will have to weigh 
short-term developments against 
what it perceives to be the medium-
term Brexit risks.

As Richard previously mentioned, 
financial markets, over the quarter, 
were for the first part relatively 
sanguine. Oil prices continued to 
rise from their lows in February to 

almost double by the end of Q2. 
The ongoing correlation of risk 
assets (equity and credit markets) 
to oil, ensured equities were well-
supported while credit spreads in 
investment grade, high-yield and 
emerging markets tightened. The 
main sources of movement were 
seen in currencies and bonds. 
Sterling strengthened ahead of the 
Brexit referendum and government 
bonds such as UK and US 10-year 
yields had large trading ranges 
of 0.4 to 0.5% basis points while 
European periphery bonds moved 
wider amongst a flight to safety. For 
instance, the Swiss 10-year bond 
reached a historic low yield of -0.6% 
per annum, and Switzerland came 
within a whisker of being the first 
country whose entire bond market 
offered negative yields.

This calm came to a shuddering 
halt as the UK voted to leave the 
EU. Markets had taken heart in the 
lead up to the election from polls 
that showed increasing support for 
the ‘remain’ vote, leading to stronger 
equity markets and taking sterling 
to a 2016 high (versus US dollar). 
However, as the UK’s decision to 
leave the EU became apparent, 
markets reacted violently around 
the world with defensive assets 
and currencies appreciating, and 
riskier assets declining, as investors 
digested the magnitude of the vote 
and the likelihood that uncertainty 
was likely to persist for some time 
impacting not just investor’s risk 
appetite but economic behaviour. 
Sterling was sold off immediately 
reaching multi-decade lows, losing 
over 10% from the pre-vote highs, 
paradoxically supporting the FTSE 
100 Index (due to the significant 
foreign earnings component) relative 
to continental European markets. 

With uncertainty likely to be 
evident for some time across 
a number of fronts (including 
economic and political) we would 
expect market volatility to continue 
which may give rise to longer-term 
opportunities. 
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At a glance
OUR CURRENT VIEWS ON ASSET CLASSES 
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Alternatives

Absolute: equity   Increased volatility and dispersion should 
provide opportunities.

Absolute:  
fixed income

  Lower liquidity and flatter rate profiles 
reduces attractiveness of many strategies.

Absolute: 
macro

  Increased volatility across many asset 
classes should counter flatter rate cycles.

Commercial 
property (UK)

  Recent capital increases (yield 
compression) not expected to continue although 
income characteristics still attractive.

Uncorrelated 
infrastructure

  Uncorrelated income continues to be  
well supported.

Precious metals   Gold is attractive as a diversifier and as 
portfolio insurance.

Industrial  
metals

  Ongoing excess supply likely to weigh on 
prices for some time.

Energy   Technological improvements in marginal 
producers is likely to support current supply  
for longer than expected and weigh on prices. 
The cost of buying and holding oil outweighs 
forecast price returns.

KEY

Positive

Positive/neutral

Neutral

Neutral/negative

Negative

Fixed income (bonds)

Government   Core inflation rising in the 
UK and US, with continual 
volatility in bonds expected.

Investment 
grade

  Credit spreads look 
attractive but prefer short 
duration.

High-yield   Spreads attractive, 
especially in the US, but we are 
mindful of liquidity constraints.

Inflation-
linked

  Domestic inflationary 
pressures are rising (UK and US), 
while commodity inflationary 
impact is turning positive.

Currency vs. £

US$   We are neutral on the US 
dollar overall but expect further 
weakness in sterling.

€   Brexit concerns and the 
trade deficit weigh more on 
sterling than euro.

¥   Brexit concerns to weigh 
on sterling in the near term.

Asian 
currencies

  Dovish Fed tightening 
cycle may reduce pressure on 
Asian currencies.

Cash   Cash has defensive and 
opportunistic qualities in 
uncertain and volatile markets.

Equities

UK   Caution over Brexit.  
We favour large-cap  
equities as higher overseas  
earnings will benefit from  
weaker sterling.

European  Supportive domestic demand but boost 
from the European Central Bank actions will take 
time as structural headwinds remain.

North America   Earnings expectations lowered, but higher 
wage costs would temper earnings growth.

Japanese   Stronger yen will weigh on foreign 
earnings, while domestically Abenomics has not 
produced the growth or increase in inflation as 
expectations desired.

Asia Pacific   Asian manufacturing countries benefiting 
from lower commodity prices but excess 
manufacturing capacity remains a headwind.

Emerging 
markets

  Domestically there are still many 
challenges and we remain negative due to  
the still difficult outlook for commodity markets.

TERMS
Spread: the difference  
in yield between a non-
government and government 
fixed income security.

Duration: the approximate 
percentage change in a  
price of a bond for a 1% 
change in yield.

  Up from  
last quarter

   No change    Down from 
last quarter
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UK pensions and policies
Given the recent changes to pension legislation, 
Martyn Thornhill, Wealth Planning Director, 
discusses how to protect an estate against  
inheritance tax via a guaranteed premium  
whole of life policy and also reviews the transfer 
opportunities available in the defined benefit  
pensions market. 

Discussion point: Guaranteed premium whole of  
life policies
Whole of life policies have been a simple solution to 
traditional inheritance tax (IHT) for many years. They 
involve the IHT liability being covered by the amount of 
life cover secured by the policy. In effect, this means 
that the IHT liability is reduced to the total cost of the 
premiums. The life cover and the premiums can either 
be level or index-linked.

The question has been asked as to whether such 
policies represent good value. Clearly the peace of mind 
the policy provides cannot be given an exact monetary 
value, however it often proves to be the greatest 
benefit. Nonetheless, we could look at this policy as an 
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that, with a fixed pay-out, the longer 
the payment period, the lower  
the return. 

At the time of writing, the post-tax 
return currently available for a 45% 
rate taxpayer on a very long-dated 
UK government gilt (49 years 
to redemption) is currently only 
0.872% per annum (which is for the 
most tax-efficient conventional gilt).

A couple aged 60 can obtain  
£1 million of ‘last survivor’ whole of 
life cover for an annual premium of 

£11,700 assuming standard health 
terms apply. If we were to assume 
that one of the policyholders lives  
to 109 (a very cautious assumption 
to match our 49 year gilt), the return 
on the total annual premiums of 
£573,300 is just under 2.2% per 
annum net of tax. 

Continuing with this example we 
could assume, more realistically, 
that the life expectancy of the 
last survivor is 95. In our example 
scenario, the effective return on the 

investment and try to work  
out the level of potential returns. 
This would help to determine 
whether it is ‘good value’ in pure 
monetary terms.

Guaranteed premium whole of 
life policies, although not treated 
as such, could be viewed as 
investments since there is a known 
annual premium and a known 
pay-out. The only unknown factor 
of course is the actual length of 
the premium payment period. 
One therefore has to make certain 
assumptions about life expectancy 
in order to have an idea of the 
total return being achieved on the 
premiums. The basic principle is 

▼
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 “Individuals can  
now access their 
pension funds with 
complete flexibility, 
and pension funds  
can be inherited  
by the next 
generation without 
an immediate  
tax charge.”

total annual premiums of £409,500 
increases to a relatively attractive 
4.73% per annum net. 

However, these figures also 
ignore the fact that the proceeds will 
generally fall outside of the estate 
due to the policies being held in 
trust. Therefore the actual return 
on the policy pay-out is effectively 
enhanced further (by 40% in most 
cases) by virtue of it being paid 
outside of the estate.

As a result, a 60 year old client 
who is happy to assume that a 
life expectancy age of 95 is a 
reasonable proposition, has the 
option of locking into over five  
times the current net return on  
the conventional gilt market by 
investing in one of these policies. 
This indicates such policies do 
represent a good value option 
for building up funds for the next 
generation or protecting the estate 
against taxation.

A final point to bear in mind of 
course is that the pay-out is only 
available on death – the policy, 
being a pure protection plan, does 
not build up a surrender value. 

For more information 
about wealth planning 
please contact James 
Gladstone, Wealth 
Planning Director,  
on 020 7658 1179 or  
your portfolio manager 
who can put you in touch  
with one of the team.

▼
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Defined benefit (or ‘final salary’) type 
pensions, which are the responsibility 
of the sponsoring employer, are 
often regarded as the most valuable 
type of pension arrangement as 
the scheme member receives a 
guaranteed retirement income 
without having to worry about the 
performance of the underlying 
investments. For most members of 
such schemes this position remains 
the same, however it is clear that 
there are now an increasing number 
of scheme members who are 
interested in looking at the option of 
transferring away from their defined 
benefit pensions.

Our view is that the main driver of 
this increased demand for transfer 
advice has been the changes in 
pension legislation, particularly those 
changes introduced in the last two 
years. Individuals can now access 
their pension funds with complete 
flexibility, and pension funds can 
be inherited by the next generation 
without an immediate tax charge. 
The combination of these two major 
changes has created widespread 
interest in exploring the option of 
taking transfer values from defined 

benefit pension schemes.
A further factor increasing the 

interest in transfers is the current 
level of interest rates. In general, a 
low interest rate environment may 
increase transfer values by lowering 
the discount rates used by Scheme 
Actuaries when they (transfer 
values) are calculated. (Think in 
terms of a larger capital sum being 
required to provide the same level of 
guaranteed income).

An important point to consider 
however is a higher transfer value 
is not always more favourable. The 
favourability relates to what is being 
given up, specifically the option 
of a guaranteed pension income. 
Not all schemes are created 
equally, some schemes also have 
favourable options attached such as 
guaranteed rates of increase both 
in deferral (pre-retirement) and in 
payment (post-retirement). The low 
interest rate environment, which has 
created the higher transfer value, 
should also be considered as there 
may not be an easy opportunity to 
generate good investment returns.

It is worth noting that members 
of private sector pension schemes 

Defined benefit pensions  
and transfer opportunities

and funded public sector schemes 
have the right to transfer their 
benefits, yet members of unfunded 
public sector pension schemes do 
not have automatic transfer rights 
to transfer their benefits. Although 
most members of final salary 
pension schemes will favour the 
security of the guaranteed pension 
income, there may be individuals 
who have achieved financial security 
independently of their final salary 
scheme, who might look at the 
possibilities of a transfer to create a 
family asset.

It is always vital to seek financial 
advice before deciding to transfer 
from a defined benefit pension 
scheme, not least because of the 
many factors to take into account. 
For example, the member’s attitude 
to investment risk, their ability to 
cope with fluctuations in the value 
of investments and their position 
with regard to the pension Lifetime 
Allowance. 

Giving up any level of guaranteed 
income is a very important decision, 
and once a transfer has been taken, 
the position cannot be reversed.  
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The growth and importance of Responsible Investing
All investments should be ‘responsible’, however the term increasingly refers to an investment 
strategy that integrates environmental, social and governance (ESG) issues into the financial 
analysis and decision-making processes.  

W   
e developed a 
Responsible  
Investment (RI) 
function in 2002. 
Since this time 
there has been an 
ever increasing 
number of 
enquiries from 
a wide range of 

charity and wealth management clients on RI issues, 
whether on fossil fuels or broader climate change issues, 
refining client screens for exclusion or understanding 
the exposures to their specific areas of concern, as well 
as assisting clients to engage with companies in which 
they are invested. As part of the Schroder Group we 
benefit from an extensive resource of ESG specialists. 

The integration of ESG
BY JESSICA GROUND,  
GLOBAL HEAD OF STEWARDSHIP AT SCHRODERS

Responsible Investment has become increasingly 
important to many of our clients around the world. 
As with any area of investment that has witnessed 
dramatic growth, Responsible Investment covers 
a variety of approaches from ethical exclusions, 
to thematic funds to integrating ESG issues into 
investment processes. The team’s activities are broad 
to ensure that we can meet expectations in all of these 
areas. Our integrated approach spans the breadth of 
the ownership lifecycle, from identifying trends and 
analysing companies through engagement, voting 
and reporting. The United Nations Principles for 
Responsible Investment (UN PRI) annual assessment, 
rates and ranks investment managers of a similar size 
and comprehensively assesses their practices across asset 
classes. Schroders achieved the highest possible ESG 
score of A+ in 2016 for our overarching ESG practices.

Central to any responsible investment philosophy 
is the desire to preserve and grow capital in the long 
term, and this philosophy naturally leads us to focus 
on the sustainability of the companies and securities  
in which we invest. We believe long-term investment   ▼



is intrinsically linked to identifying, understanding 
and incorporating the effects of ESG trends in our 
investment decisions and ownership.   

Integration into Investment Processes ESG issues 
are sometimes difficult to value, experience has taught 
us that these factors can have a material impact on a 
company’s performance, both in the short and long-
term. Academic research shows that companies with 
good ESG management benefit from a lower cost of 
capital. We firmly believe that analysing a company’s 
exposure to, and management of, ESG factors, in 
addition to traditional financial analysis, will enhance 
our understanding of a company’s fair value and its 
ability to deliver long-term sustainable returns.  

We seek to integrate ESG considerations into our 
research and investment decisions across investment 
desks and asset classes. We recognise that different asset 
classes, portfolio strategies or investment universes will 
require different lenses to most effectively strengthen 
decision making. We are increasingly able to use data 
as a tool to understand ESG risk. For example, we are 
developing a capability to monitor the asset exposure 
of portfolios, carbon footprint and climate change 
risk management strategies of portfolio constituents.  
Publically available ESG data has also increased 
dramatically in the past five years and become more 
standardised.  We are developing tools to mine this seam 
of data to enhance our research processes in this area.  

Thematic Research Producing thematic reports is 
an important part of integrating ESG and educating 
investors. Since 2000 we have produced 16 pieces 
on climate change and covered topics as diverse as 
living wages and sugar. We seek not only to educate 
investors on issues but also to be clear about the impacts 
on a company level, which we believe will to better 
investment decisions.  

Governance and Stewardship A clear trajectory has 
been building over the last century, establishing good 
governance and oversight as an important part of the 
fiduciary duty for companies and investors. This trend 
shows no sign of slowing; Stewardship Codes for asset 
managers and owners are being rolled out around the 
world. As they become established, expectations are 
rising. The demand is for those in the investment chain 
to be transparent about their activities, objectives and 

Summer 2016 dialogue 13
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Event profile

Socially Enterprising – The rise of the high impact entrepreneur:  
a celebration of innovation  
In June, we organised an event to celebrate the rise of the social entrepreneur. It was held at Brigade Restaurant, itself a social 
enterprise which provides apprenticeships for people who have experienced homelessness.

A quarter of new businesses which started in London last year were social enterprises. We welcomed four of the more 
established companies to highlight how their businesses are helping to solve some of our most pressing social problems such as 
food waste, providing employment for trafficked and vulnerable women and the inadequate ‘addressing’ of the world. We were 
also delighted to be joined by Sir Harvey McGrath who spoke about his experiences as a philanthropist and social investor. 

outcomes in the governance arena. High standards  
of governance and corporate and social responsibility 
are important to us and we believe they are likely to  
lead to outperformance in the long-term. In 2015 we 
voted against 15% of company resolutions globally, a 
doubling from where we were two years ago. We are 
transparent about our voting activities, publishing our 
decisions externally. 

Engagement We have a long track record of engaging 
with the companies that we invest in on ESG issues, 
seeking to improve their performance in these areas. 
During 2015 our fund managers and analysts – across 
equities and fixed income – held more than 16,500 
company meetings which provided a platform to discuss 
ESG topics. Specifically, our ESG team engaged with 
almost 500 companies across 33 different countries.  
It is essential to establish a dialogue with companies 
to assess how they are managing ESG risks and 
responding to change. We encourage open discussions 
on best practice.

Evidence shows that this can provide performance 
benefits too. A recent study by MSCI showed that 
strategies that looked to invest in those companies who 
are improving their ESG scores had an added value of 
2.2% per annum respectively, an even larger degree of 
outperformance than just having a tilt towards those 
companies with already existing strong scores.

Exclusions We have a long and successful track record 
of managing exclusion mandates against clients’ ethical 
criteria where we manage £30 billion of assets. We have 
invested in the tools and data providers to ensure that 
client’s expectations in this area can be executed on.  

Clients are frequently asking us to provide education 
around ESG and we welcome ongoing dialogue as 
this area of investment continues to evolve. In our 
experience a rigorous understanding of all the risks 

Case study

Is sugar 
turning 
Big Food 
into the 
next Big 
Tobacco?
 

  ▼ 



that a company faces – financial, environmental, 
social and governance – leads to better investment 
decision making. Ensuring that companies are being 
run in a sustainable manner through engagement 
during ownership can further improve returns. Those 
with fiduciary responsibility should be encouraging 
those managing their money to take such a long-term 
holistic approach to investment. They should also be 
looking for evidence that ESG integration is more than 
green-washing, but adds value to investment processes 
through integration and engagement. 

Impact investing:  
Social Investment Tax Relief
BY ALEXIA ZAVOS, HEAD OF RESPONSIBLE INVESTMENT  
AND LYN TOMLINSON, WEALTH PLANNING

We have seen an increasing interest from clients in 
social impact investing in line with global trends 
whereby investors aim to achieve specific social 
objectives as well as financial returns. Annual research 
for Good Money Week (2015) found that 54% of British 
investors want their investments to have a positive 
impact, beyond just making money. The next generation 
are accelerating the trend towards aligning investments 
with personal values. Morgan Stanley completed a 
survey earlier in the year which found that millennials  
(those born between 1980 and 2000) were twice as 
likely to invest in companies or funds which target  
social outcomes and to divest due to deplorable 
corporate activity.  

Big Society Capital states that the market in the UK 
could be worth as much as £1.5 billion. The research 
suggests that social investment deal-flow in the 2015 
calendar year saw about £428 million of deals offered 
to about 700 charities and social enterprises. This has 
nearly doubled in value since 2011.

There are a number of challenges around investing in 
the space however, this year we were able to make our 
first Social Investment Tax Relief (SITR) investments on 
behalf of some clients. SITR is a relatively new tax relief 
in the UK designed to encourage individuals to invest 
in charities and social enterprises. It is modelled on the 
existing Enterprise Investment Scheme, and individuals 
benefit from 30% tax relief on the amount invested.  
One key difference is that enterprises are able to raise 
both equity and unsecured debt. 

At the moment an enterprise can only raise £275,000 
on a rolling three-year basis. However, we hope this 
limit will be raised to £15 million over the next 12 
months which should increase the available investment 
options in this space.  

BY ELLY IRVING, ESG ANALYST, SCHRODERS

We believe that sugar consumption and its contribution 
to a wide range of health problems, such as diabetes, 
high blood pressure and obesity (which collectively are 
known as metabolic syndrome) are a potential risk to the 
food and beverages sector.

Our research suggests that there are a number of 
similarities between major food and beverages companies 
(‘Big Food’) and major tobacco companies (‘Big Tobacco’). 
We believe there are three catalysts that could result 
in Big Food becoming the next Big Tobacco. Firstly, 
increased awareness of the health implications of sugar 
for consumers and public health bodies. Secondly, the 
rapidly increasing rates of people suffering from metabolic 
syndrome and subsequent rise in healthcare costs and 
finally, the publication of independent scientific research 
providing evidence that excessive sugar is the primary 
cause of metabolic syndrome.

The triggering of these catalysts could result in lower 
sales growth, higher costs and large scale litigation 
for the sector. In fact, the first two catalysts have been 
triggered already. We believe that investors need to better 
understand this headwind for Big Food and that future 
growth rates for the sector should reflect these risks.

The good news is that many parts of the industry  
are also realising this and starting to proactively address 
the issue. 

 “Big Food is facing 
the sort of threat Big 
Tobacco has been 
living under for 
decades. If certain 
catalysts are triggered,  
we believe a significant 
part of the industry 
could see lower sales 
growth, increased  
R&D costs and large-
scale litigation”
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A     
common theme 
for many of us 
is the desire 
to plan for the 
future. Whilst 
most perceive 
this as taking 
action to grow 
and protect 
the value of 

their assets (financial or otherwise), 
another very important, but less well 
documented area is how to successfully 
introduce the next generation to their 

Planning for  
the future: 
strategies  
to overcome 
challenges  
of family  
governance
By Kate Leppard, Deputy Head of UK Wealth Management

▼
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many years and we can learn from their 
past experiences. ‘Family governance’ 
and ‘family charters’ are paraphrases 
that may sound complex or onerous in 
name, however in practical terms they 
could greatly simplify the process of 
introducing the next generation (G2) 
to the family wealth without creating a 
burden or taking away their own sense 
of personal fulfilment. 

It is clear from our research and 
discussions that there is no ‘one size 
fits all’ solution and families’ needs 
and requirements are all different. 
How a family’s wealth has been created 
and when it was made are both major 
influences.

It is critical to have access to good 
quality wealth planning advice from 
planners who work as part of a team 
with the family’s other professional 
advisers. It is only after a family has 
thought about their long-term goals 
and objectives combined with shorter-
term demands that an effective strategy 
can be implemented. The key is finding 
a flexible and pragmatic approach 
which can coincide with other activities 
that the family may be undertaking 
such as business interests, property or 
philanthropy. 

The recent changes to pension 
regulations relating to inheritance tax 
is an excellent example of how many 
families have had to reconsider longer-
term planning – and for once this is a 
positive reason to reassess.

The wealth education of G2, namely 
the obligations and consequences 
of wealth, is very important. Family 
governance helps to find out what the 
family wants to achieve in the long-term 
future, which varies between different 
generations and for each family. For 
some families, there will be obligations; 
the trick is not letting them become a 
burden. Getting the balance right when 
introducing and giving wealth to G2 is 
difficult; too early could have negative 
consequences for a child, whereas too 
little as an adult can impact important 
decisions. Many large families have 
formal trustees or board meetings with 
family members, non-family members 
and external advisers. Most children 

will have realised they live privileged 
lifestyles and might start to attend these 
meetings without needing to know 
the extent of the wealth. Non-family 
members and external advisers can play 
an important role in mentoring and 
explaining – being one-step removed 
brings some degree of independence. 

Many clients have used charitable 
giving as a method of gradual financial 
engagement for G2. Either by bringing 
the individuals into the decision-
making process for family giving, or 
allowing them to determine their own 
giving strategy. Charitable giving may 
instigate direct involvement with a 
charity, allowing the individual to follow 
a different and personally fulfilling 
career path. Either route, be it personal 
to the family or wider in nature can 
be beneficial as it allows G2 to reflect 
on individual areas of interest and 
helps them grasp the responsibility of 
possessing wealth. Furthermore, they 
can also benefit from working as part of 
a group by having to receive backing for 
individual decisions they wish to make. 

Larger families often use a family 
board to agree how members may be 
treated at certain stages of their lives 
– this might be formalised in a family 
charter. It can be tricky to determine 
the procedures which will inevitably 
evolve over the generations, but for most 
families, establishing these guidelines 
embeds a set of values that can then be 
adhered to. Where we have seen this 
most recently is the pre-requisite that 
all family members have pre-nuptial 
agreements on marriage. 

We have found each generation has 
different outlooks, rooted in the same 
values. The millennial generation 
proving to be entrepreneurial and 
interested in social impact ventures as 
well as the stewardship of the family 
wealth to the next generation.

The process of engagement is not  
a simple one, however, in our experience 
there is much to be learned from the 
family office approach to this issue,  
even for those who view themselves  
as being a long way away from that 
wealth bracket.  

Who’s who?

KATE LEPPARD JOINED 
CAZENOVE CAPITAL IN 
1990. SHE IS DEPUTY 
HEAD OF UK WEALTH 
MANAGEMENT AND 
SITS ON CAZENOVE 
CAPITAL’S UK 
MANAGEMENT 
COMMITTEE. 
KATE FOCUSES 
ON MANAGING 
INVESTMENT 
PORTFOLIOS FOR 
LARGE PRIVATE 
FAMILIES AND THEIR 
TRUSTEES AS WELL  
AS FOR CHARITIES.

family wealth without having any 
negative outcomes. The very existence of 
trusts since the 12th Century is testament 
that many wish to transfer assets to 
those that may not be ready or able 
to manage such finances themselves. 
Whilst the use of trusts may not be as 
tax-efficient as they once were, they 
can still play a useful role in inter-
generational planning.

If you look at some of the wealthiest 
families with multi-generational wealth, 
the traditional family office has been 
actively dealing with this challenge for 
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The ‘free lunch’  
is over. 
It’s time to  
get active in 
emerging markets.
Nick Price, Portfolio Manager of Fidelity’s Global Emerging Markets  
Equity Strategy, discusses the changing outlook of emerging markets.

Q&A

After several years of poor performance 
from emerging market (EM) equities, they 
have enjoyed a strong start to 2016, are we 
witnessing an inflection point?  
As you well pointed out, emerging market equities 
have attracted investor attention during 2016; 
outperforming developed markets and recording 
the best month for EM equities since October 2011.

As the year started, Brazil was amongst the 
best performers at country level, as we witnessed 
a renewed appetite for Latin America’s largest 
market, as the process to impeach President 
Dilma Rousseff progressed. Brazilian political 
developments are important, relevant and not 
to be dismissed. It seems likely that we will see a 
more market friendly government, but there are 
major structural changes to be made. Additionally, 
newsflows from Chinese policymakers during 
the first few months of the year indicated 
that there was room to stabilise the domestic 
economy, which had a positive impact on investor 
sentiment. During this period, we questioned the 
sustainability of certain aspects of the upward 
move, given the sudden increase in risk appetite, 
with little regard for fundamentals. This was 
evident when we examined the extreme share 
price moves amongst highly politicised names, 

where the underlying quality of the business was 
questionable. In addition, commodity price moves 
– in some cases underpinned by newsflow from 
China and bolstered by a weaker US dollar were 
notable. Many of the stronger moves happened in 
spite of the relative unattractiveness of many of 
the companies available to us as investors in equity 
markets, so in this regard it is hard to believe that 
their strong performance can be maintained on a 
sustainable basis.

That said a stronger oil price, the decreasing 
likelihood of a hiking cycle in the US, and 
compelling valuations do provide support for 
emerging markets, and following a number of 
disappointing years, I certainly believe that the asset 
class can perform just as well as developed markets.

To comment on very recent events, the 
impact of Brexit is negative for financial assets 
globally. Having said that we are seeing relative 
outperformance of EM assets today versus UK 
and European assets, which is unusual during 
typical risk-off periods, but reflects the fact that 
the major impact is expected to be in the UK. For 
global emerging markets investors under exposure 
to the UK should limit the impact of the vote. 
When I consider the implications for the portfolio 
I manage; holdings such as Tata Motors, where 

Who’s who?

NICK PRICE IS THE 
PORTFOLIO MANAGER 
OF FIDELITY’S GLOBAL 
EMERGING MARKETS 
EQUITY STRATEGY.  
HE HAS OVER 20 
YEARS OF INVESTMENT 
EXPERIENCE, 17 YEARS 
OF WHICH HE HAS 
GAINED AT FIDELITY.

  ▼ 
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around 80% of the value of the company comes 
from its 100% ownership of Jaguar Land Rover 
may be subject to scrutiny in the short-term. 
However, in theory, the cost base in sterling terms 
should reduce, but it will take time for the full 
impact to become apparent. 

 
What are the key threats facing EM at present?  
For example subdued global growth and  
US dollar strength. 
There are always risks (and opportunities) 
associated with investing in the developing world. 
It’s for this reason that prudence is critical. 

When I consider the risks in emerging markets,  
I would argue that selectivity is critical; an 
argument that is easily exemplified when I consider 
the risks associated with investing in China. 
Essentially China is a two speed economy – one 
with a buoyant consumer sector, but also a failing 
heavy industrials sector. 

The Chinese government has been focusing its 
efforts to move the Chinese economy onto a more 
sustainable footing, where future economic growth 
places greater emphasis on sustainable domestic 
consumption, with less reliance on one-off capital 
expenditure on fixed asset investment. This has 
negative ramifications for areas of the market 
exposed to excessive capital formation in the 
past, including heavy industrial sectors, and the 
banks who ultimately provided the credit for the 
over build, and who are now exposed to a rise in 
the level of non-performing loans sitting on bank 
balance sheets.  

How are the fortunes of EM tied to those of China?
China is a significant emerging market caught 
in the difficult situation of trying to wean itself 
off economic growth fuelled by credit-funded 
infrastructure and fixed asset investment, at the 

Source: Fidelity International, Bloomberg as at 31st March 2016.

China rebalances towards consumption
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same time as trying to navigate towards a more 
self-reliant and sustainable economy based on 
domestic consumption. The construction sector 
is likely to be the primary area impacted by a 
potential deceleration of the Chinese economy. 
It would put pressure on domestic construction 
firms as well as equipment/raw material producers 
(such as cement makers). Beyond China’s borders, 
this would put further pressure on commodity 
producers such as iron ore producers in Brazil, 
and copper exporters, primarily Chile and Peru. 
In the particular case of Latin America, the region 
benefited strongly from the commodity-intensive 
investment boom that propelled China’s economy 
between 2004 and 2012. Not only did the exports 
to China surge but also the impact that Chinese 
demand had on global prices for commodities. 
However, as China’s propensity to invest in 
fixed assets and construction activity cannot be 
sustained long term, its demand for commodities 
has cooled, putting 
downward pressure on 
prices already weakened 
by incremental 
supply. This has had 
a negative impact 
on Latin America’s  
(LATAM) global 
commodity exports 
and increased 
pressure on 
already extended 
budgets, pushing 
the region further 
out of investors’ 
favour.  ▼ 
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Due to EM being a homogenous term and not a 
homogenous region, should investors be favouring 
specific regions within EM such as LATAM; Europe, 
Middle East and Africa (EMEA) or Asia?
It is incredibly hard to predict how emerging 
markets will perform over a short-term time 
horizon. Who knows what will present itself from a 
macro-political perspective.

I prefer not just to focus on the asset class, or 
to form a regional view, as our process is not one 
of regional asset allocation, instead it is all about 
individual stocks that can deliver attractive total 
returns. It’s also fair to say that very often there are 
big differences between the fabric of the economy 
and a country’s stock market. When we look at 
a market such as South Africa, we discover that 
many of the largest companies are more exposed to 
global rather than local dynamics – demonstrated 
in the chart opposite. 

In a universe full of very divergent situations, 
adopting a selective approach to what you choose 
to own – and importantly what to avoid – is 
likely to be a key determinant of returns looking 
forward. Investing in EM still presents a plethora 
of opportunities thanks to the huge diversity of 
situations at every level within EM, but maximising 
returns is likely to be as much influenced by 
avoiding the weaker performers as it will be by 
owning those businesses that are able to compound 
attractive returns for their shareholders over time.

What are the key characteristics you look for in  
a company?
I focus on companies that demonstrate both 
quality and capital growth potential, while 
trading at attractive valuation multiples. I have 
a preference for under-appreciated companies 
that have the potential to deliver solid and 
sustainable returns on equity, while commanding 
a dominant competitive position in their industry. 

Furthermore, I seek stocks able to finance their 
growth from internal cashflow, and where risk of 
equity dilution is low. This quality growth approach 
is seeking to compound total shareholder returns 
over time. Before investing in a company, I ask 
myself if it is the type of business I would invest 
the whole pension assets of my family into. I want 
to be very sure that this is a business which will 
at least remain stable. This level of prudence does 
not always give you the most upside in immediacy, 
but I want to invest in the best companies in the 
developing world, capable of delivering sustainable 
returns. 

How did you become a fund manager?
I have always been interested in markets and 
investments. I started investing my own money 
when I was in university. I find the role of a fund 
manager extremely exciting as it offers you a variety 
of situations with daily challenges. While it can be 
extremely demanding, it can also be very enriching.

What is your career highlight?
There have been many. However, I would probably 
highlight leading the development of Fidelity’s 
successful Emerging Markets Team and strategy. 
I feel very proud and pleased to be able to help 
preserve our investors’ capital through good and 
difficult times. I hope to be able to grow their 
investments looking forward by only owning the 
very best businesses on their behalf.

What is your greatest achievement?
My family and children. They are the ones who 
help keep me sane.

Ambition or talent: what matters more to success?
Ambition. Success requires ambition and the 
ability to be resilient, to adapt and bounce back 
when things don’t go as planned. The only way 
you can have a successful career is to deal with 
challenges, and challenges automatically invoke 
the risk of failure. I think you need a good bit of 
ambition and drive to keep going and thrive.

What’s the worst thing about living in the  
digital age?
The worst thing about living in the digital age is 
not being able to disconnect. Work has become 
a 24/7 lifestyle where switching off is incredibly 
difficult. Being a portfolio manager requires a high 
level of involvement and commitment – markets 
and newsflow never stops. Technology now allows 
us to remain connected, for better or worse.  

 “Before investing in a 
company, I ask myself  
if it is the type of 
business I would invest 
the whole pension assets 
of my family into”



IN NUMBERS

Summer 2016 dialogue22

Big data
By Mark Ainsworth,  
Head of Data Insights, Schroders 

400
Back in June 2015 Ladbrokes announced a planned merger  

with Coral, another betting shop chain. At the time Schroders owned 

over 10% of Ladbrokes, so the key question was “Does this change 

whether Schroders should own Ladbrokes?” The conventional 

sources of information (investment banks) had no useful guidance, 

estimating that they would need to dispose of between 100 and 1,700 

shops. That’s where the Data Insights Unit stepped in, performing 

analysis of all 8,555 betting shop locations in the UK. By crunching 

the numbers (which included calculating the distances of every  

store to every other store), they identified all the shops that would 

cause ‘local competition’ problems under the Competition and 

Markets Authority’s (CMA) rules. As a result, it was predicted 

that 400 stores would need to be sold and this was fed 

straight into the management of the fund. Almost a  

year later the CMA announced the combined group 

would need to divest 350-400 stores, providing 

proof that analysing complex data quickly 

identifies issues in the future.

527
Big data requires big computers. In fact the definition of 

big data are data sets that are too big or complex to be 

handled by a single computer. This is of course a moving 

target – computers are improving year-on-year thanks to the 

technology industry’s relentless shrinking of transistor sizes. 

For example, a smartphone is massively more powerful than 

the supercomputers that NASA used to run the Apollo moon 

landings programme in 1969. Using a more recent comparison, 

the Schroders data processing cluster is 527 times more 

powerful than Deep Blue, the chess-playing IBM supercomputer 

that beat grandmaster Garry Kasparov at chess in 1997.

 16
Schroders believes that the future of 

Asset Management will require the 

addition of different types of skills to 

those of the traditional fund manager 

or investment analyst. Data Scientists 

combine business knowledge with 

advanced mathematics/statistics 

knowledge and technology skills such 

as coding, machine learning and 

big data manipulation. This is why 

Schroders are investing in growing 

this capability. By the end of 2016 

the Data Insights Unit will have 16 

team members, including specialists 

in Bayesian statistics, Artificial 

Intelligence and Geospatial analysis. 

Working collaboratively across all 

investment classes and regions, the 

team enhances Schroders’ fund 

managers and analysts existing 

skills and investment processes.

‘Big data’ are  
data sets that are 

too big or complex  
to be handled by a  

single computer.
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347,222
Global trends in digitalisation, social media, open data and 

technology are all creating vast streams of alternative data that are 

often highly unstructured and extremely obscure. However, they 

can contain valuable and often unique insights. The Data Insights 

Unit aims to find these new and potentially unorthodox big data 

sets, extract the rich, hidden information and use their expertise to 

enhance traditional fundamental research. One common source of 

data comes from Twitter, which can potentially provide useful insights 

into consumer behaviour and opinion. This is seriously big data with a 

reported 347,222 tweets posted every minute! 

20
One huge development 

in recent years has been 

improvements in computers 

making sense of written text, 

which is known as Natural 

Language Processing (NLP). 

There is, however, still no 

substitute for an intelligent 

person reading a complex 

document if they need to really 

understand what it means. 

Nevertheless, sometimes 

speed counts. For example, 

at 2 pm on 16th March 2016, 

the Federal Reserve published 

their decision on US interest 

rates. In just a fraction of a 

second NLP algorithms had 

detected that the decision 

was more ‘dovish’ than the 

market had expected. As a 

result, it took just 20 seconds 

for the Treasury yield to move 

to a new price, thanks to the 

trades of the various hedge 

funds and high frequency 

traders. Schroders is planning 

to use NLP for scale rather 

than speed by using 

machines to process 

hundreds of thousands 

of company reports 

and earnings call 

transcripts.   

Mark Ainsworth is Head of the Data Insights Unit (DIU) at 
Schroders. Mark makes sense of complex problems using data,  
and using those insights makes a difference to our business.  
Mark has strong experience in consultancy, data analysis and 
visualisation. His previous roles include Race Strategy Analyst  
at McLaren F1 team, Customer Insight and Site Location Planning  
at Tesco, Technical Director of a small online software business,  
and Head of Analytics in Telefonica Smart Steps. 
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The digital  
afterlife? 
Your guide  
to dealing  
with digital  
assets
Every day, perhaps without realising it, we are creating an ever  
larger digital footprint of our personal and financial lives online.  
What happens to this when someone dies or loses mental capacity?

 “Most people are under  
the impression that they 
own their online content, 
unaware that they have 
nothing more than a ‘licence’ 
to use a website’s services.”

BY BRYONY COVE AND CAROLINE PEARCE, FARRER & CO LLP

Leaving your treasured vinyl collection 
to your son or your family photo albums 
to your grandchildren used to be so 
easy. In a digital age, property has 
become increasingly 'intangible' and 
may be buried beneath layers of cyber 
security, meaning it can be hard to 
locate and even harder to administer. 

In the past, a paper trail generally 
revealed the extent and location of 
someone's assets, with long-established 
laws governing how they should be 
administered on death or loss of 
capacity. Where digital assets are 
concerned, the legal landscape has 
failed to keep up with the development 
of technology itself, leading to multiple 
difficulties for the unwary.

This article explores these difficulties and offers 
practical guidance to enable you to best navigate 
tomorrow's digital landscape. ▼ 



The value of digital assets
Today, an estimated £25 billion of our 
assets in the UK are held online. Many 
digital assets are of predominantly 
sentimental value, for example 
memories stored on a laptop, in the 
'cloud' or uploaded onto social media 
sites such as Facebook, Instagram or 
YouTube. Traditional media is now 
frequently purchased online, with 
iTunes and Spotify replacing record 
collections and the sale of e-books also 
increasing substantially. 

Significant revenues are generated 
online. The highest earning YouTube 
channel run by PewDiePie reportedly 
generated an income of US$7.4 million 
in 2014 as its 40 million subscribers 
tuned in. Non-traditional crypto-
currencies such as Bitcoin and  
online accounts generating reward 
points or frequent flyer points can  
also be translated into significant 
monetary value.  

It is important that digital assets can 
be located and accessed so that their 
value, both sentimental and financial, 
can be unlocked for future generations. 
Unfortunately, the legal position makes 
this far from easy.  

The myth of legal ownership 
The basic position under English law 
is that there is no property right in 
information itself. Most people are 
under the impression that they own 
their online content, unaware that they 
have nothing more than a 'licence' to use 
a website’s services. 

This is governed by the Terms of Use 
which have to be accepted to open the 
account. The terms vary depending on 
the service provider, but the licence 
often terminates on death and is 
non-transferrable. Service providers 
cite privacy and confidentiality as the 
reasons for these conditions. However, 
this can be directly at odds with an 
individual's wish to preserve and 
transfer their digital assets to others 
including the next generation. Loss of 
capacity is not even contemplated.

The US has attempted to legislate 
in this area by attempting to give 
power to fiduciaries (such as executors 
or attorneys) to access and manage 
someone's digital assets and accounts. 
However, many states (significantly 
including California) have chosen not 
to enact the law, opposing the idea that 
a fiduciary could supplant the original 
account holder since it conflicts with 
existing privacy and contractual rights.  

In the UK, currently there is no 
comparable legislation. A grant of 
probate may not be sufficient to enable 
executors to obtain legal title to digital 
assets. As our laws have not been 
updated to keep up, the only option is 
to consult the relevant Terms of Use for 
each service provider to establish the 
rights to access someone's digital assets 
on death. When a person loses capacity 
to deal with their affairs, the law is 
even less helpful, as it could be argued 
consent to access digital assets cannot 
be given by someone who lacks capacity.  

 “Today, an estimated  
£25 billion of our assets  
in the UK are held online” 

▼
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Terms of Use 
These will always be non-negotiable 
standard terms, seldom allowing  
digital assets to be transferred on death. 
For example:

  iTunes: the licence to play 
digital recordings is not 
transmissible but can be 
used on up to five computers. 
However, Apple confirmed 
that they would be willing  
to transfer and close an 
account on presentation of  
a death certificate and grant 
of probate. 

  Facebook: a deceased’s 
account can be deleted or 
'memorialised' and preserved 
online. Since July 2015, 
account holders have been 
able to appoint an 'online 
executor' who can administer 
the page after their death.  

  Google/YouTube: an 
innovative service enables 
account holders to set up an 
Inactive Account Manager. 
Google will notify up to ten 
chosen 'beneficiaries' after  
an account has been inactive 
for a predetermined period  
of time, who will be  
granted access to the 
deceased’s account before  
it is terminated. 

 
  Microsoft: on receipt of a 

death certificate and grant 
of probate Microsoft will 
provide a copy of emails on  
a disc to the next of kin.

  Yahoo: accounts are 
terminated on notification 
of the death of an account 
holder.

   PayPal: accounts are closed 
on presentation of a death 
certificate and grant of 
probate with a cheque issued 
for any leftover funds. 

Navigating the digital landscape 
A simple way to make sure your digital life remains available to the next 
generation may be to leave an inventory of your accounts and passwords. 
However, accessing someone else’s account without specific authority arguably 
breaches section 1 of the Computer Misuse Act 1990, and could also contravene 
the service provider's Terms of Use. It may also breach various Computer Fraud 
and Abuse Acts in the United States or other local laws, depending on the 
jurisdiction which governs the account in question. 

Complex jurisdictional issues can also arise in relation to copyright, privacy 
and data protection where the service provider is based outside the UK. However, 
obtaining advice on the Terms of Use of overseas service providers to establish 
your rights, for example, may be disproportionately expensive compared to the 
monetary value of the assets in question. ▼ 

£

PRACTICAL TIPS

1
It is possible to draft a clause in 
your Will that refers specifically 
to digital assets with only 
sentimental value. Remember that 

where you only hold a licence, it may not 
be transferable on death (depending on 
the Terms of Use in question). Detailed 
instructions as to how executors should 
deal with certain digital assets could be 
included in a letter of wishes. 

2
Digital assets with monetary 
value and any associated 
intellectual property rights will 
need specialist treatment in your 

Will. There is also scope to appoint a 
separate 'digital executor' who has the 
necessary expertise.    

3
We recommend creating an 
inventory of all your digital assets 
and updating this regularly. 
It will mean executors and 

attorneys are able to quickly and easily 
establish the extent of the assets they 
are managing. For security reasons, 
passwords should not be stored 
alongside this. However, there are digital 
inheritance accounts, such as Password 
Box, which could be used. We would 
not recommend leaving this information 
in your Will (since a Will becomes a 
public document on death), but it is 
helpful if a hard copy of the inventory 
is stored privately alongside a Will or 
Lasting Power of Attorney. 

4
Where possible, back up any 
digital assets stored solely in the 
'cloud' onto an external hard 
drive. This will help guard against 

the risk of the service provider deleting 
everything and may preserve and protect 
digital assets after death.

Conclusion
There is no doubt that the protection 
and preservation of digital assets can be 
a minefield. Ignoring the need to think 
about how your digital assets should be 
handled and shared after your death or 
on incapacity is simply not an option.   

 “It is important that digital 
assets can be located and 
accessed so that their 
value, both sentimental and 
financial, can be unlocked  
for future generations”
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Charity 
endeavours
This quarter saw many 
Cazenove Capital staff  
put on their running  
shoes and take to the  
roads to fundraise  
for charities close to  
their hearts. 

We are holding two fun and  
educational insights into the  
world of wealth management  
and financial markets for your  
family and friends between the ages of  
either 16-18 or 19-25. These interactive events  
will cover a number of topics and activities, including:

 Introduction to wealth management, ‘the City’  
and financial markets

 Guest speakers: Philanthropy and Social Enterprise

Wealth planning: Planning for the future

 Investment simulation designed to teach the basics of 
stock market investing 

CV and interview skills workshop

Upcoming events

2

3

4

5

1

19-25 YEAR OLDS
 Wednesday 24th August 2016

16-18 YEAR OLDS (school leavers)
Friday 28th October 2016

For further details and to register your interest,  
please visit cazenovecapital.com/younginvestorday

In April, Toby Glover, Portfolio Director,  
and Becs Young, Events Manager,  
ran the gruelling 26.2 miles of the 2016 
London Marathon. Toby supported Street 
Child, a charity which provides relief for 
orphaned children in Africa whilst Becs 
raised funds for Whizz-Kidz, who help 
transform the lives of disabled children 
across the UK. Together they raised over 
£7,000 for their respective charities. 

ran a Race for Life 5K for Cancer 
Research UK. Race for Life events are a 
series of women-only occasions raising 
money for research into all 200 types of 
cancer. Katie managed to raise £1,870 for 
this worthwhile cause.

A huge congratulations to them all!  

Kirstie McQuarrie, Client Services Executive, 
also embarked on the enduring challenge 
of running the Milton Keynes half marathon. 
She raised £1,200 for Macmillan Cancer 
Support who provide the support, energy 
and inspiration to those living with cancer. 

Last month, Katie Rye, Team Secretary, 

Photos below from left to right: Becs Young and Kirstie McQuarrie.

 Young   
Investor Day 
2016

Cazenove Capital is proud to be the exclusive sponsor of the  
David Hockney RA: 82 Portraits and 1 Still-life exhibition at the 
Royal Academy of Arts from 2nd July to 2nd October 2016.
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I
n July 2016, the Royal Academy of Arts will 
present an intimate exhibition of recent 
portraits by the Royal Academician David 
Hockney, revisiting the genre that has played 
such a major part across his long career. 
Hockney is considered to be one of the most 
influential British artists of the 20th century 
and having partnered with the Royal Academy 
since 1997, we are proud to be the exclusive 
sponsor of the David Hockney RA: 82 Portraits 
and 1 Still Life exhibition.

Edith Devaney, Curator at the Royal 
Academy of Arts, reviews his work.

David Hockney needs little introduction. From 
his earliest works painted as a young man in 
the early 1960s, he managed to capture the 
public’s imagination. In the ensuing decades 
he has continued to challenge and delight 
with his undiminished creativity and constant 
inventiveness.  

Born in Bradford in 1937, he attended Bradford 
School of Art before studying from 1957 to 1962 
at the Royal College of Art in London. Hockney’s 
reputation was established early. While still a 
student, his work featured in the exhibition Young 
Contemporaries in London in 1960 – an exhibition 
seen as marking the arrival of British Pop Art 
(although interestingly he has never seen himself 
as a pop artist). He visited Los Angeles for the first 
time in January 1961, settling soon after. In the 
public’s perception he is still very much associated 
with the work that he produced in southern 
California including his iconic swimming pool 
painting, “A Bigger Splash”. 

Hockney’s landscape exhibition, shown at the 
Royal Academy in 2012, was a landmark display for 
the artist and the most popular exhibition staged 
by the Academy since its Monet exhibition in 1991. 
This was inspired by his return to his home county 
of Yorkshire. Up until this particular moment in his 
career, landscape had not played a significant part 
in his artistic output. The Bigger Picture exhibition 
of 2012 largely comprised of differing media, all 

of which had been executed over the previous 
five years in an intensive and sustained period 
of concentration. This resulted in his subsequent 
interrogation of the Yorkshire countryside.

Following the opening of The Bigger Picture, 
Hockney shifted his focus away from landscape 
and his concerns of capturing its expansiveness, 
to the intimacy of portraiture which had always 
been an important and recurring subject for him. 
He completed a series of detailed drawn portraits 
in early 2012, first in charcoal and then moving 
on to pencil. His subjects were his studio staff and 
his family, but it was not until he moved back to 
California that his larger portraiture series emerged. 

In April 2013, Hockney left Bridlington 
in Yorkshire and returned to Los Angeles. 
Throughout this time of transition he remained 
in contact and sent me an image of a recently 
finished painting – a portrait of his studio manager, 
Jean-Pierre. This slowly led to a series of painted 
portraits. The development of this body of work 
became increasingly fascinating as Hockney’s 
absorption in the subject and format increased. 

 With the Exhibition Committee at the Royal 
Academy having given their full support, he 
continued to focus on his portraiture series with 
great energy and enthusiasm. The exhibition, 
which will make maximum use of all available 

wall space in the Sackler galleries, will include 
82 portraits. There is a deliberate uniformity to 
the works. Each canvas measures 48 x 36 inches 
and all are painted in acrylic. The invited subjects 
are seated in the same chair against similar 
backgrounds, and all have been captured in 
Hockney’s bright, top-lit Los Angeles studio within 
the same time frame – three days. Hockney was 
particular that this was the longest amount of time 
he could ask anyone to give. The subjects range 

 “Each portrait is a work of 
great thought and insight.”

▼  

Edith Devaney 
has a long  
history of working 
closely with  
David Hockney,  
not only in his 
works for the 
Summer Exhibition, 
but in 2012 she 
was the Curator 
of the blockbuster 
exhibition,  
David Hockney RA: 
A Bigger Picture. 
Edith is the Curator 
of Contemporary 
Projects and Head 
of the Summer 
Exhibition at the 
Royal Academy 
of Arts in London. 
Edith has also 
worked closely 
with artists such 
as Frank Stella, 
Damien Hirst and 
Jeff Koons. 

David Hockney RA: 82 Portraits and 1 Still-life
2nd July – 2nd October 2016
Royal Academy of Arts
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from studio assistants, office staff, family, friends 
and long-term acquaintances. There are also a 
number of fellow artists, curators and gallerists, 
including John Baldessari and Larry Gagosian. 

I was invited to sit twice for a portrait, the second 
of which is in the exhibition. As the curator of the 
exhibition it was a particular honour to witness 
the process and to understand first-hand the 
experience of sitting for Hockney. The studio is 
very ordered with all the paints prepared on a table 
beside the easel which supports the canvas. The 
chair is on a blue carpeted dais with a blue velvet 
curtain hanging behind. The height of the dais puts 
the sitter at eye level with the artist. Hockney starts 
by drawing an outline in charcoal on the canvas, 

with the colour applied later and detailed nuancing 
of the face and hands taking place on the last day. 
Hockney’s concentration is remarkable, as is his 
spirit. When painting, he moves with great energy 
– frequently stepping back to get a longer view. 

Each portrait is a work of great thought and 
insight. With all 82 canvases seen together as 
one installation, there will be a remarkable 
psychological intensity and an incredible range of 
individual personas.

In 2012 Hockney challenged our view of the 
landscape. Here he challenges our perception of 
the contemporary portrait in an impressive body 
of work that is among the finest of his long and 
successful career.  

Photo:  
Artist David Hockney. 
Getty Images.
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A refreshing twist in the tonic tale...
Charles Rolls, Executive Deputy Chairman, Fever-Tree

IF ¾ OF YOUR DRINK IS THE MIXER, USE THE BEST
Just ten years ago a gin and tonic (G&T) in a UK pub 
typically meant a thin tube glass (often dirty), a 25ml 
optic measure of whichever gin they poured, one lump 
of ice and a slice of sulphur preserved lemon. And then 
saccharine sweetened tonic… well this is what we set out 
to change at Fever-Tree. 

There are approximately 120,000 establishments in 
the UK that can serve alcoholic drinks, and the exciting 
thing for consumers, is that an increasing number – 
maybe 12,000 of them – are now offering a significantly 
increased choice in both spirits offered and in the 
mixers that accompany them. Our company banner,  
“If ¾ of your drink is the mixer, choose the best” seems  
to resonate with a public increasingly aware that they 
want better quality for the fewer drinks they now imbibe.

FAVOURABLE TRENDS
These positive changes towards consumer choice, in 
both the drinks and foods we consume, follow clear 
lines. Largely, consumers now feel they can trust the 
food they are offered in supermarkets, and are served 
in restaurants. This was not true 50 years ago. Now 
consumers can be bolder in their selection. Better 
flavours, natural ingredients and credibly sourced;  
these are trends that have swept through chocolate, 
crisps, beer and indeed almost every area of edible 
products. They are now sweeping through the 
quintessentially British drink, the gin and tonic. 
Invented by British troops in India in the early 1800s, 
the G&T has had a glorious and distinctive past. But 
things went wrong in the 1960s. In an attempt to cut 
costs to maintain company profits, many producers of 
gin lowered the strength from 40% abv* to the new 
minimum allowed of 37.5%, downgrading the taste.  
And tonic suffered more with expensive sugar being 
partly replaced with cheap but sickly saccharine.

THE BIRTH OF THE PREMIUM G&T 
So where did the re-birth of this classic British drink 
start? In fact, it has a surprising international twist.  
In the early 2000s, the Spanish government, confident 
and prosperous from a booming construction-led 
economy, had actively promoted Spanish cuisine to 
the world. And the chef ’s choice of drink after a hard 
evening’s work, was a gin and tonic. That was nothing 
new, as the Spanish have had a love of gin on a par with 
the British for years. Think Larios gin, or Xoriguer from 
Menorca. The difference was that the Spanish were in 
experimentation mode, and when new gins, and a new 
tonic (Fever-Tree) were available on the Spanish market 
at this critical moment, they re-created the gin and tonic 
with flair. 

In the heat of a Spanish summer evening, consumers 
were switching away from the heavier whisky and cola, 
and creating a much lighter ‘digestivo’. Gin is normally 
served in a large round wine shaped glass, full of ice, 
typically Hendricks or Citadelle gin mixed with Fever-
Tree tonic, (all as directed by renowned chef Ferran 
Adrià, of El Bulli fame). Between 2006 (when Fever-
Tree launched in Spain) and 2011, the premium gin 
market in Spain grew 25%, the equivalent of 45 million 
premium gin and tonics. 

And this is now a trend sweeping western Europe. 
In Germany and Italy where gin was virtually unheard 
of 10 years ago, gin and tonic is in strong growth, with 
brands such as ‘evoking Rome’, or the ‘Black Forest’.

A WEALTH OF OPPORTUNITY 
The first new distilleries in London for 200 years,  
such as Sipsmith emerged in this benign environment, 
and we have lost count of the number of new gins on 
the market. For now there seems room for all due to 
the huge variety of interesting herbs and spices, and 
therefore aromas and tastes, that can be distilled into 
these gins. Along with a variety of tonics which we and 
others are developing, it is providing olfactory delights 
around a social occasion. ▼*Alcohol by volume

 “Invented by British troops in India  
in the early 1800s, the G&T has had  
a glorious and distinctive past.”
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And of course once one realises that the gin and tonic 
has been re-born, at least in part due to the quality of 
the mixer, then whisky and ginger, rum and cola, vodka 
and ginger beer (Moscow Mule) can be re-conceived. 
Bartenders, chefs and have a go’s at home are all making 
full use of the new quality of mixable drinks that can be 
prepared with ease. It is this ease of preparation that 
also plays to today’s consumer. A good spirit, plus a good 
mixer, ice and maybe a twist of citrus peel – anyone can 
make a great drink.

Trends do not always go from Europe to the States,  
but American bartenders from San Francisco, to Miami, 
to Boston are also playing hard with ‘craft’ spirits and 
top mixers. Alongside the massive structural changes in 
the US beer market (where craft beers are re-defining 
the category), the Moscow Mule has become one of the 
hottest drinks across the nation. 

So salud to the Spanish for their early flair and 
experimentation , and cheers to all the energetic creators 
of these great drinks. And to consumers – enjoy!   

 “If 3/4 of  
your drink 
is the mixer, 
use the best.”

 
 
 
 
 
 
Co-founded in 2005 by Charles 
Rolls and Tim Warrillow, Fever-
Tree is the world’s leading supplier 
of premium carbonated mixers for 
alcoholic spirits, with distribution 
to over 50 countries worldwide. 
The brand was launched to 
provide high quality mixers to 
cater for the growing demand for 
premium spirits. The company 
now sells a range of carbonated 
mixers to hotels, restaurants,  
bars and cafes as well as selected 
retail outlets. 
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Industry 
recognition  
for Cazenove 
Capital
We are delighted to announce 
our recognition as the Private 
Investment Office of the  
Year and Private Bank of the  
Year at the Citywealth 2016  
Magic Circle Awards.  

We were also acknowledged for our dedication to achieving diversity in 
the workplace. Mary-Anne Daly, Deputy Chief Executive, was shortlisted 
as Diversity Role Model and Kate Leppard, Deputy Head of UK Private 
Wealth Management, was named Woman of the Year. These awards come 
shortly after our success at the 2016 PAM Awards where Cazenove Capital 
won two Client Service Quality awards in both the High Net Worth and 
Ultra High Net Worth categories. 

Photo above from left to right: Kate Leppard, Cazenove Capital, Karen Jones,  
Citywealth and Rory Bremner, Host.


