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In this edition

Expectations for global growth have been 
upgraded, led by a more optimistic view 
on the US and UK

Report from the annual Charity 
Investment Forum held at the Institute  
of Engineering and Technology

We welcome two new joiners to the 
team, a new Chairman of the Cazenove 
Charitable Trust plus details of our 
upcoming training courses for trustees

Very few of us expected that the UK stockmarket 
would be up almost 17% and global equity indices 
close to 30% in 2016. Of course much of this is 
down to the weakness in sterling, a reality that was 
discussed at length in the Neville household over 
Christmas as I made the case for 2017 being the 
year of the ‘staycation’. It is also a stark reminder 
that markets and stocks often find good reasons for 
performing differently to collective expectations in the 
short to medium term. 

More recently equity markets have been supported by 
stronger economic data and the talk of ‘reflationary’ 
policies under the new President. This is leading 
to forecasts of stronger earnings, which are further 
supported for UK companies by the translation effect. 
However, it is not yet clear whether this will support 
ongoing strength in markets or allow valuations to 

return to more normal levels. Whichever the outcome 
there is likely to be more volatility as the authorities 
shift their focus from the market palliative of monetary 
policy (low interest rates and quantitative easing) 
to more fiscal support (infrastructure spending), 
potentially exacerbated by protectionist rhetoric or 
European elections. 

My sense is that whilst maintaining our focus on 
the longer term, we will also need to be nimble 
in addressing cashflow requirements or market 
opportunities. I look forward to seeing many of you 
at meetings and our events to discuss the progress 
through 2017.

Giles Neville, Head of Charities
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SINCE LAST QUARTER

 –  The build-up to the US election and 
subsequent victory for Donald Trump 
dominated news headlines.

 –  Equities mostly rose, with economically-
sensitive areas of the market leading the 
rally in anticipation of tax cuts and higher 
infrastructure spend.

 –  Inflation forecasts increased across  
the board. Government bond yields  
in most markets rose as a result, 
also affected by a shift away from 
accommodative monetary policy. 

 –  Some emerging market (EM) equities 
struggled in the face of rising yields, a 
stronger dollar and fears they could be 
exposed to protectionist trade measures 
from the US. Russia bucked this trend, 
benefiting from a higher oil price after 
OPEC’s decision to cut production.

 –  UK economic data remained surprisingly 
resilient post referendum. Leading 
indicators such as UK import prices and 
producer prices are, however, pointing to 
impending inflationary pressures.

Upgrades to global growth

Expectations for global growth in 2017 have been 
upgraded, led by the US, where fiscal loosening is 
anticipated to provide a boost this year and next and 
also a more optimistic view on the UK, where the 
Brexit effect has been smaller than originally expected. 
Inflationary pressure is rising globally, with the UK 
particularly exposed to increasing inflation through 
sterling weakness. Despite this, we expect interest rates 
to remain on hold in the UK, due to the uncertainty of 
negotiating an exit from the EU. In contrast, we predict 
a continued upward trajectory for US interest rates. 

Policies and politics

It is a strange environment when a 140 character tweet 
can determine the short-term direction of equity markets. 
The decisions and progress of the Trump administration 
will be critical for markets this year. We are expecting 
fiscal packages to generate a boost to US GDP, but 
assume a scaling back of the plans currently articulated 
by the president elect, as Congress attempts to create 
deficit neutral tax reform. Politics also continue to loom 

large in Europe. Notwithstanding the Brexit negotiations, 
general elections in the Netherlands, France and 
Germany all feature this year, and we may also see a 
vote in Italy. Our outlook for the European economy 
is one of steady growth, but this forecast does not 
incorporate any major electoral upsets.

Investment implications

We expect the impact of central bank policy to diminish 
over the coming years, with fiscal stimulus favoured 
to support growth. The ‘reflation’ trade has taken 
equity markets higher, and bond markets lower. In this 
environment we have seen market rotation away from 
bond-proxies, where valuations of ‘quality’ stocks had 
become extended. Conversely ‘value’ approaches have 
benefitted, as investors refocus on fundamentals. Our 
charity portfolios tend to be biased towards this value 
style, and we retain our underweight to bond markets. 
We believe that diversification remains attractive, as 
political risk and sentiment oscillations are likely to 
cause volatility and will continue actively managing our 
client portfolios to benefit from the opportunities that 
any such market fluctuations may present. 
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GLOBALISATION IN CRISIS
Roots of backlash against globalisation

The main crisis points:

New technology gains  
are not being recycled 
back into the economy

80% of job losses in the  
US have been due to  
technology not trade

However, the root of  
weak income growth  
is falling productivity

Baby boomers head into 
retirement and training 

younger workers will take time

Loss of dynamism  
in the economy

Workers are taking  
fewer risks due to  
lack of opportunity  

and job mobility

The flexible labour 
market has created 
employment, but 
there is a scarcity  

of good jobs Gains from growth 
have not been evenly  
distributed, leading to 

rising inequality

Weak growth:  
global economy is forecast  
to grow only 2.8% this year

Real incomes have been squeezed

The response? The IMF (International 
Monetary Fund) said “We need to spread 
the benefits of globalisation more widely”

...however there is no consensus on  
how to deliver this and there will be little  
pressure to act until things get worse.



The 2016 annual Charity Investment Forum was held at  
the Institute of Engineering and Technology with the theme 
of ‘Progress’. 

Cazenove Capital’s Chief Economist, Richard Jeffrey, presented 
his thoughts on the economy. Global growth is undoubtedly 
slower than in the years prior to the financial crisis. The 
unexpected referendum result has provided a backdrop of 
heightened uncertainty. However, a closer look at consumer 
expenditure reveals little change over the past few months or 
from this time last year, despite recent events. Richard believes 
that investing in digital infrastructure will be the best way to 
stimulate productivity and attract foreign direct investment in a 
post-Brexit world and is optimistic that the UK’s entrepreneurial 
youth will rise to the challenge. 

The global economic implications of Trump’s presidency will 
depend on his policies, which are yet to be clarified. Significant 
infrastructure expenditure will likely be inflationary. Protectionist 
policies may be helpful for the US in the short term, but will 
hinder global trade and be unfavourable for emerging markets in 
particular. Despite being uncertain on the economic effects of the 
president-elect, his success will certainly inspire other populist 
political movements. This is particularly an issue for Europe, with 
several important elections over the next 12 months. 

Harnessing big data

Alex Tedder, Global Head of Equities at Schroders, and Ben 
Wicks, Portfolio Manager on the Schroders’ Global Equity 
team talked about incorporating data insights into the equity 
investment process. As an example, we can collect and 
efficiently process large samples of consumer spending data 
allowing us to see exactly how much someone, matching a 
specific demographic, spends in which shops each week. 
Combining this with how the habits of thousands of others have 
changed since the referendum has to be more informative than 
waiting for each individual retailer to publish its quarterly results.

We believe that collecting and handling large ‘datasets’ gives 
us an information edge in an age where more information 
is available, although appropriate interpretation and use of 
judgement remains essential.

Property sector innovation

Technological progress and a new generation of workers are 
also having an effect on the commercial property sector. James 
Thornton, Fund Director of Mayfair Capital’s Property Income 
Trust for Charities, reiterated that technology is changing the 
properties most sought after by occupiers. Amazon Prime 
membership increased 51% globally in 2015. With speed and 
method of delivery a key battleground amongst retailers, urban 
logistics is becoming more important at the expense of the 
traditional high street. 

Whilst the high street is in decline, with 1,700 banking units 
closing as a result of the rapid rise in online banking services, 
there are other opportunities. Younger generations are eating 
out much more frequently than their parents. 60% of people 
aged 18-24 eat out at least once a week, resulting in rising rents 
for urban restaurant space as a result of enhanced occupier 
demand. Mayfair Capital is positioning their portfolio for the 
future, capitalising on structural progress on behalf of their 
charity investors.

Progression in the charity sector

Despite a strong year for charity investment portfolios, it has 
been tough for the sector more generally, with unfavourable 
media attention affecting public trust and fewer resources to 
champion the sector. In a panel session chaired by Kate Rogers, 
Head of Policy at Cazenove Charities, the challenges and 
opportunities for the charity sector were discussed.  

Karl Wilding, Director of Public Policy and Volunteering at NCVO, 
highlighted that digital progress has made it easy for anyone to 
look at a charity’s accounts and the media have not been afraid 
to shame those who do not appear to be conducting themselves 
properly. We should harness this technology to tell our positive 
stories to enhance the public’s trust.

Katie Blacklock, Power to Change, brought a trustee perspective 
to the panel. With the spotlight on investment managers to 
generate high returns and absorb some of the pressure on 
charity finances, the biggest challenge now is how to define and 
articulate the charity’s success in social terms. 

David Renton, Finance and Development Director at Guy’s and 
St Thomas’ Charity agreed that measuring impact is one of the 
most difficult areas for charities. To progress, he said, charities 
need to think like profit-making businesses, to invest in people 
and infrastructure and then ensure they are getting value for 
money. Charities should not shy away from scrutiny, but instead 
rise to the challenge. 

After some discussion, the panel concluded that charities are 
undoubtedly facing significant pressures. However, this should 
be seized as an opportunity to reflect on practices and leverage 
and enhance the excellent work that is already being done.  
A focus on collaboration and transparency will boost the sector’s 
reputation and help charities progress in a demanding climate.
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CONTACT US

TEAM NEWS UPCOMING EVENTS

We welcome Amy Browne, Portfolio 
Manager, and Michelle D’Arcy, Client 
Services Executive, to the team. 

Amy joins us as a Portfolio Manager  
from GAM, where she looked after  
charity and private client investments. 
Amy began her career at Sarasin & 
Partners in 2010.

Michelle has 3 years’ experience in 
the industry and was previously an 
investment assistant at Ruffer and 
PAAMCO. Michelle has a BA (Hons)  
in Public Relations from University  
of Lincoln.

Lucinda Napier recently became 
Chairman of the Cazenove Charitable 
Trust, taking over from Edward Harley.

SECTOR RECOGNITION

 TRAINING COURSES FOR CHARITY TRUSTEES 
LEGAL AND FINANCE  
18th January to 29th March in London

This programme, run in partnership with leading charity accountants, haysmacintye, and 
lawyers Farrer & Co., provides comprehensive training for both new and experienced 
trustees covering a range of essential topics including a charity law update and an 
introduction to charity finance and reporting, as well as full and half day sessions on 
“What every trustee should know”. 

The programme enables trustees to pick and choose the courses most pertinent to their 
needs. Many of the courses will also be useful for charity Chief Executives, Finance 
Directors and other members of the senior management team.

Please note, there is a charge to attend the events in this training programme.

INVESTMENT 
Introductory course: 8th June in London 
Advanced course: 20th September in London

Later this year we will also be running our investment trustee training. The two London 
based courses cover the role of a trustee and provides an introduction to charity 
investment policy, asset allocation, portfolio management and investment selection. 
Introductory is designed for those with limited investment knowledge, while Advanced is 
for trustees who have previously attended an introductory session or have past investment 
experience. Sessions are open to all trustees and provide an opportunity to discuss 
challenges and opportunities with investment specialists in a supportive environment,  
while meeting with other trustees with whom to share investment experiences.

There is no charge for attending these sessions

www.cazenovecharities.com/trusteetraining

SAVE THE DATE 
CHARITY INVESTMENT LECTURE - 24th May 2017

This year’s lecture takes place at the Royal Institute and we welcome Professor  
Elroy Dimson, Emeritus Professor of Finance at London Business School, as our  
guest speaker.

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

Cazenove Capital Management is a trading name of Schroder & Co. Limited, 12 Moorgate, London, EC2R 6DA. Authorised by the Prudential 
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. For your security, communications  
may be taped and monitored. Past performance is not a guide to future performance. The value of an investment and the income from it may go  
down as well as up and investors may not get back the amount originally invested.
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For more information or to sign up to receive this newsletter regularly, contact Rebecca Pink, Client Services Executive,  
on 020 7658 6414 or rebecca.pink@cazenovecapital.com

Giles Neville 

Head of Charities

Tel: 020 7658 6975 

Kate Rogers 

Head of Policy,  

Charities  

Tel: 020 7658 2480

Alex Baily 

Portfolio Director, 

Charities

Tel: 020 7658 1108 

Lucinda Napier 

Portfolio Director,  

Charities

Tel: 020 7658 1106

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

Contact details for the entire team are available on our website: www.cazenovecharities.com/meettheteam


