
these issues, I trust that we can contribute to 
discussions as to the potential approaches 
and their investment implications. Equally we 
remain committed to responsible investment 
and engagement with the companies in 
which we invest on behalf of our clients.

We are excited about 2014 and are already 
enjoying working with our new colleagues 
from Cazenove Capital Management, whom 
we look forward to introducing to you through 
the year.  

After the excellent returns from many equity 
markets in 2013, my sense is that 2014 could 
be more challenging. Although economies 
are doing better, their normalisation is already 
having an impact on yields and thereby rela-
tive valuations. That said equities remain our 
preferred asset class and the likely increase 
in volatility should present us with some new 
investment opportunities. 

The charity sector is also facing some chal-
lenges; mostly regulatory, but more recently 
the media attention on ethical investment. 
We recognise that often the choice to adopt  
such policies is difficult and their implications 
far from clear. Whilst it is not our role to judge 
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VIEW FROM THE DESK

Growth hiccups or taper tantrums?

The coming year is likely to see a shift in investor 
focus from growth to the monetary policy backdrop. 
This move will be driven by the recovery in the US 
economy and efforts by the US Federal Reserve to 
bring the current phase of Quantitative Easing to an 
end. Although the Fed have been at pains to point 
out that “tapering is not tightening”, markets are likely 
to extrapolate and regard reduced asset purchases 
as advance warning of higher interest rates. This may 
mean 2014 has a number of ‘taper tantrums’ in store 
where yields jump higher and equities move lower, 
adding volatility to markets.

Recovery on track, inflation contained

We believe that the world economy is on track for a 
modest recovery as monetary stimulus feeds through 
and fiscal headwinds fade in 2014. Despite potential 
upgrades to growth in the UK and US, we still believe 

Kate Rogers, Portfolio Director shares the team’s economic and market outlook

SINCE LAST QUARTER
 –  The Office of National Statistics 

(ONS) revealed that UK GDP grew 
at its fastest rate in over three 
years during the third quarter.

 –  Sterling benefited from strong 
economic data and rose above 
€1.20 for the first time since 
January, while reaching three-year 
highs against the Australian and 
Canadian dollars.

 –  In November, the European Central 
Bank (ECB) cut refinancing rates 
to 0.25% after inflation falls to a 
two-year low of just 0.7%. It has a 
target of “below but close to 2%”.

 –  UK inflation falls to its lowest level 
(2.2%) in more than a year. BoE 
forecasts suggest interest rates 
could rise as soon as 2015 on a 
brighter employment outlook.

 –  Angela Merkel is re-elected as 
German chancellor, for a third 
term, under a coalition deal with 
the Social Democrat party.

 –  In October, Janet Yellen is appoint-
ed as successor to Ben Bernanke 
- assuming the role as Chairman of 
the US Federal Reserve from 2014.

 –  The Bank of England holds 
interest rates at 0.5%, as it has 
since March 2009. QE remains 
at £375bn, keeping the monthly 
purchase amounts the same since 
July 2012.

that the balance of risks are skewed toward lower 
rather than higher inflation, and anticipate inflation to 
remain well contained. 

Equities favoured for earnings growth 

In this environment we maintain an overweight posi-
tion to equities and an underweight position to bonds. 
Although equities are no longer looking undervalued 
on current earnings we retain our position to gain 
exposure to forecast earnings growth which should 
underpin returns. We do however expect returns 
from equity markets to be lower than in 2013 and to 
be more volatile given the various risks to economic 
recovery. Stock selection remains important as the 
dispersion of returns between companies may widen 
as earning growth prospects differ. Bonds remain 
overvalued and susceptible to yield increases as 
tapering commences. Where appropriate, we continue 
to hold a material exposure to transparent and liquid 
‘absolute return’ funds, to counterbalance our lack of 
enthusiasm for cash and bonds and to give protection 
should markets fall. We also favour property for its 
yield characteristics while capital values have started 
to recover. Increased confidence in the UK economy 
is also likely to benefit the asset class.
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earnings growth should 
underpin returns
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The 2013 Schroder Charities Forum was held in the 
British Library Conference Centre. Some 200 charities 
were represented and for the first time we were delight-
ed to welcome some clients of our new colleagues at 
Cazenove Capital Management.

The Forum began with a welcome from the Chief Executive of 
Schroders plc, Michael Dobson. In his opening remarks, he 
stressed our commitment to the charity sector and with com-
bined charity assets under the management of some £7 billion, 
it was vital that all our clients continued to receive the first class 
service they deserved.

The Way We Live Now
As in previous years the titles of each of the presentations were 
themed to our venue. We had Trollope to thank for the first pre-
sentation from our Chief Economist, Keith Wade. Entitled ‘The 
Way We Live Now’, based on the story of the financial crisis of 
the 1870s, Keith suggested that lessons had been learnt, and 
now, just six years on from the collapse of Lehman Brothers, 
global growth was slowly returning. He compared the measures 
taken by leading central banks and highlighted how economies 
of the developed countries were now generally more robust. 
Keith considered, therefore whether it was those developed 
countries that were underpinning the recovery, whereas the 
emerging economies faced the challenges of rising inflation and 
increased competition.

He concluded by summarising the main dangers facing the 
global economy. Governments, particularly in the south must 
not tire of sorting out the Eurozone’s structural issues and in 
the UK, cheaper funding leading to another housing boom.

Wuthering Heights

Given recent activity in equity markets, ‘Wuthering Heights’ 
seemed an appropriate theme for Nick Kirrage, who argued 
passionately for ‘value investing’, where the price paid deter-
mines the return. He suggested that, despite strong markets, it 
was still possible to finds stocks that offered good fundamental 
value, often in sectors that were generally deemed to be out 
of favour, including banks and house builders.  As such, whilst 
markets are likely to be volatile, there are continuing opportu-
nities, and he listed the UK banking, pharmaceutical and UK 
domestic sectors as some to consider.

Paradise Lost

Chief Investment Officer for Fixed Income, Philippe Lespinard, 
spoke of a ‘Paradise Lost’. He argued that, despite low bond 
yields and a universal expectation that they will rise, it was still 
possible to produce good returns. He accepted however that, 
rather than only considering developed countries’ government 
bonds, to achieve good returns, investors should look at both 
corporate and emerging market sovereign debt. 

The Shape of Things to Come

In ‘The Shape of Things to Come’, Alan Brown, Schroders’ 
Senior Adviser and a trustee of the Wellcome Trust examined 
issues of managing portfolios in inflationary and deflationary 
environments. He returned to the recurring theme of US taper-
ing, arguing that much depended upon the ability of the Federal 

Charity Forum 2013 - ...happily ever after 
Nick Bence-Trower, Portfolio Director, Schroders Charities reviews the series of presentations by 
Schroders’ fund managers and Mark O’Kelly of the Barrow Cadbury Trust made at this year’s Forum

Reserve to normalise monetary policy without either creating 
inflation or “crushing the markets”. He was comforted that 
not only was the Fed’s current approach sound, but equity 
valuations remained attractive and the corporate sector was 
in good shape. He was concerned however that Quantitative 
Easing had already reached US$8 trillion and would be 
almost US$3 trillion higher by 2015. He looked to Japan 
as an example and pointed out the dangers of a persistent 
‘Output Gap’. In conclusion he said that not all inflation is the 
same and, whether there was inflation or deflation, invest-
ment strategies had to be flexible with the ability to adjust 
quickly to different scenarios.

Great Expectations

Mark O’Kelly, Head of Finance at Barrow Cadbury Trust, 
contributors to the Schroders-sponsored ‘For Good and Not 
For Keeps’ report, concluded with ‘Great Expectations’. He 
examined the issues facing trustees and their role in decid-
ing how to balance the needs of the present against those 
of future generations. He examined how annual spending 
rates have fallen from more than 10% in the ‘80s and ‘90s to 
around 3% or 4% and even at these levels, the current dan-
ger of eroding capital is significant. He admitted however that 
the Cadbury approach was still to spend according to need, 
at between 5.5% and 6%. In summary, he said that trustees 
had four options: 1] Spend out, 2] Reduce spending, 3] Find 
additional funding and 4] Adopt a different approach – and in 
considering these, keep an open mind and pursue the mis-
sion using all available resources.  

The final forty minutes of the event were devoted to Gyles 
Brandreth, a veteran of the British Library and famously 
“vociferous vocabulist”. Whilst keeping his audience laughing, 
he managed to deliver a very powerful message about the 
importance and richness of language and how words should 
be cherished. In a startling warning, he told us that, while 
Shakespeare’s English contained some 30,000 words, the 
average ‘educated man’ now uses 15,000 words and young-
er generations can use as few as 800. I wonder how many I 
have used in this report…
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For these and other topical insights, please visit: www.schroderscharities.com/news 
This month we share the insights from Schroders’ fund managers on their views in a series of Market Outlooks for 2014, 
these and more articles are available to read on our website.



UPCOMING EVENTS

CHARITY MULTI-ASSET FUND UPDATE

TEAM NEWS

14th 
CHARITY MULTI-ASSET FUND LUNCH 
We host a bi-annual lunch for those  
interested or invested in Schroders’ Charity 
Multi-Asset Fund. Kate Rogers and Tom 
Montagu-Pollock will review the fund and 
share his thoughts for the coming year

MAY

THE TEAM

Nancy Kilpatrick
Portfolio Director

020 7658 2796
nancy.kilpatrick@schroders.com

Giles Neville
Head of Charities 

020 7658 6975
giles.neville@schroders.com

Kate Rogers
Portfolio Director

020 7658 2480
kate.rogers@schroders.com

Tom Montagu-Pollock
Portfolio Director

020 7658 3726
tom.montagu-pollock@schroders.com

Nick Orr
Head of Charity Investment

020 7658 3285
nick.orr@schroders.com

Nick Bence-Trower
Portfolio Director

020 7658 6856
nick.bence-trower@schroders.com
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Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
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The views and opinions contained herein are those of Schroders Charities and may not necessarily represent views 
expressed or reflected in other Schroders communications, strategies or funds. This document is intended to be for  
information purposes only and it is not intended as promotional material in any respect. 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 Schroder 
Investment Management Ltd (Schroders) 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 Schroders has to its customers under the Financial 
Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. Schroders has expressed its own 
views and opinions in this document and these may change. Reliance should not be placed on the views and information in the  
document when taking individual investment and/or strategic decisions. 

If you have feedback about any of the content you have read in this newsletter, or any suggestions 
for future articles, please contact:

Joanna Barton | t: 020 7658 3104   |  e: joanna.barton@schroders.com  
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IMPORTANT INFORMATION

We’ve moved!

The Schroders Charities team has now moved offices to join our Cazenove colleagues 
at 12 Moorgate, London, EC2R 6DA. Please direct any mail to the new address. The 
team’s contact numbers and email addresses remain the same.

Kate Rogers has returned from maternity leave.

Ben Minter has passed the CISI Securities examination.

Nancy Kilpatrick was recently been appointed to the investment commitee of a 
London-based educational charity through the CIG and CFG  matching scheme. 
Charities interested in this scheme should contact Kate Rogers, details below.

For further details about the Charity Multi-Asset Fund or to subscribe to receive the  
Quarterly factsheet, visit www.schroderscharities.com

 –  The Charity Multi-Asset Fund has recently exceeded £300m assets under management on 
behalf of 189 clients

 – Morningstar rating                  

 – Managed by Kate Rogers and Tom Montagu-Pollock

 –  This diversified multi-asset fund has been running since 2007 aiming to generate equity like 
returns with reduced volatility, or inflation plus 4% over the long term.  A  target which has 
been exceeded over the last 5 years.

21st 
INTRODUCTORY TRUSTEE TRAINING 
Our annual trustee training calendar  
commences again in May with an intro-
ductory session including presentations on 
asset classes and legal regulations, please 
visit our website for a sample agenda, with 
futher details to follow soon. 

MARCH
10-11th 
12TH CHARITY FINANCE FORUM

We will sponsor the Investment Forum 
again this year and look forward to seeing 
you there. Visit www.civilsociety.co.uk/
events for more information.

Charity Times  
Charity Investment Manager 2013

www.schroderscharities.com/events

http://www.civilsociety.co.uk/events
http://www.civilsociety.co.uk/events

