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P
olitical change continues to sweep 

through much of the world. When I 

last wrote, I mentioned the uncertainty 

around the timing and outcome of 

Brexit and a possible general election.

The recent party conferences highlight the 

secular shift in political uncertainty as parties 

abandon the middle ground and migrate towards 

populist extremes.

The UK isn’t the only flashpoint of change. 

I mentioned in July that I’d seen some of the 

extraordinary protests in Hong Kong, and the 

unrest there has since intensified, as my colleague 

Janet Mui explores on pages 8-9.

There have also been developments in markets. 

Levels of overall anxiety appear to be rising. 

Investors are clutching at economic data, eager 

to read either signs of hope or gloom, and this is 

translating into short-term swings in asset prices. 

One disconcerting feature of today’s markets 

is that while there is a backdrop of change and 

uncertainty, segments of the world’s stock and 

bond markets continue to be highly valued. This 

presents risk. In response, we have increased our 

allocation to gold, and maintain a higher-than-

average cash position (see page 6).

Central banks appear committed to monetary 

easing, but current rock-bottom interest rates 

give them limited scope – particularly in Europe, 

where investors are already paying to lend to 

governments. Instead, there is an increased 

PETER HALL 
GLOBAL HEAD OF  
WEALTH MANAGEMENT

openness toward fiscal expansion. In the following 

pages we share our thinking on these issues and 

set out what we believe might lie ahead.

This issue of dialogue marks a break from 

tradition in that we’ve chosen to focus on a single 

topic we know is of importance to our clients: 

this is the subject of giving – and in particular, 

something which is more difficult, the issue 

of giving effectively. As Lyn Tomlinson says in 

her introduction on page 15, the generosity of 

our clients is extraordinary. Most want to share 

their wealth in some way, and many see this as a 

priority. As in relation to all of our clients’ goals,  

we are keen to help as much as we possibly can.

Managing wealth through periods of uncertainty 

isn’t new to us. The consistent philosophy and 

process underpinning our investment approach 

and the knowledge that we draw upon, including 

from the wider Schroders group, put us in a unique 

position. Uncertainty means that nobody can 

predict outcomes with a high level of confidence. 

We are prepared for a range of different scenarios, 

and can react quickly as required. We are always 

happy to answer your questions. 



2 Autumn 2019 dialogue

Contents
04 Market Outlook

Investors grow nervous

06 Our Portfolio Positioning
Looking through the noise

08 Street battles and mass
defiance: what next for the 
"Pearl of the East"
What are the longer-term 
consequences of unrest in 
Hong Kong?

10 Superstar valuations: are stock
markets over-priced?
Anxiety is growing among 
investors, yet valuations remain 
near record highs

12 Topsy-turvy world where the
"safest" investments are   
guaranteed to lose money 
A growing portion of the  
bond market trades at a  
negative yield. Why?

14 
Philanthropy:
the challenge 
of giving well
- Basic principles

- Finding your purpose
in giving

- Genuine change-makers
need to be brave

- Your children and their
generation

- Investing with impact

24 The Big Picture: Railway's
long-awaited renaissance
Environmental concerns are 
driving us back to trains

26 What will it mean to eat
less meat?
Health and environmental 
concerns are changing patterns 
of consumption

30 Investing in farmland
Land values have  
performed strongly, but 
Brexit threatens change

33 Philanthropy
Me and my passion
Elise Becket Smith OBE on 
building one of the world's 
finest collections of period 
instruments

36 Philanthropy
Making it count
Our clients give generously – 
and so do we



3

Our monthly 
newsletter

Don’t miss out on our monthly email.  
If you enjoy dialogue and would like 

to receive more of our views and 
articles, please sign up on

our website – or let your usual  
Cazenove Capital contact know.

Caspar Rock 
Chief Investment Officer

Janet Mui
Global Economist

Nicholas Paisner
Specialist Writer

Chris Lewis
Investment Manager

Lyn Tomlinson
Wealth Planning Director

Jake Hayman
CEO, Ten Years' Time

Alisha Fernandez Miranda
Chief Exectutive, IG Advisors

Donzelina Barroso
Director of Global Philanthropy,  
Rockefeller Philanthropy Advisors

Emilie Shaw 
Sustainability Manager

Rosie Carrow
Content Production Specialist & Data 
Analyst

Lucie Hughes 
Assistant Portfolio Manager

Michael Fiddes 
Head of Estate and Farm Agency, 
Strutt & Parker

 “The crucial question 
for Hong Kong  
is whether the  
‘one country, two 
systems’ principle 
will be upheld.”
Page 8



4

|MARKET REVIEW AND OUTLOOK
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L
 ate last year we noted how rare it  

 was for both bonds and equities to  

 fall together. The reverse has been  

 true in 2019: both asset classes have 

rallied strongly over the past nine months. It’s 

a clear indication that capital on a large scale is 

seeking a home – but not necessarily a sign of 

investor optimism.

The rally in bonds, which took on a furious 

pace in the summer, reflects the expectation of 

low interest rates and low growth far into the 

future. Global stocks, which are trading close 

to all-time highs, would appear to suggest a 

more constructive outlook.

But look beneath the surface and there are 

signs of concern. Select groups of stocks are in 

favour, while others – often those most sensitive 

to the economic cycle – are shunned. This again 

is not a sign associated with a positive outlook. 

Are investors right to be anxious? 

Consumers keeping the global 
expansion going – for now
There are now real signs of slowing global 

activity. This does not come as a surprise, given 

the headwind of a trade war between the US 

and China.

For now, the slowdown is focused in 

manufacturing sectors, which are more 

dependent on international trade and more 

sensitive to changes in global demand. Global 

survey data indicates that manufacturing 

sectors are contracting. This doesn’t 

necessarily mean that a recession is imminent. 

In the US, which still sets the pace of global 

activity, consumer spending accounts for 

a much bigger share of output than heavy 

industry. And for now, consumption is holding 

up – thanks to the supportive backdrop of a 

strong labour market, low borrowing costs and 

relatively low oil prices. Over the past decade, 

consumers have helped get the US economy 

through two comparable slowdowns in 

manufacturing without a fall in overall output. 

However, the risk is that this time industrial 

weakness will spill over into the broader 

economy. Trump’s trade policy may make this 

more likely: the latest round of tariffs on China 

Caspar Rock 
Chief Investment 
Officer

Investors grow nervous
Both stock and bond markets now reflect unease about the outlook  

for the global economy. While weak manufacturing is depressing growth,  

other areas of economic activity are faring better
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Business confidence is waning, 
especially in manufacturing… 
Global Purchasing Managers Index

Source: Thomson Reuters, Cazenove Capital
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FACTORS SPOOKING THE MARKETS

- China's position as rival rather than 
partner to the US is becoming more 
entrenched. This has raised the 
level of global geopolitical risk.

- Without higher levels of 
government spending around the 
world, there is little reason to 
expect much of a pick-up in growth.

- Schroders puts the probability of 
global recession at 25%.

- Easy money is keeping
asset prices high…
but for how long?

in 2020. We now expect growth of 2.4%, down 

from 2.6%. If this forecast is realised, such 

a level of global growth would be the lowest 

since 2008 – the year of the financial crisis.

Looking ahead: what will an altered 
world order mean for growth? 
Our central view is that tension between the 

US and China is here to stay, as the world’s 

two greatest economies increasingly view 

each other as rivals. Hostility will inevitably 

come with an economic cost: growth in trade 

will slow and investment suffer as businesses 

contend with a higher level of uncertainty. 

The US-China relationship will likely 

experience ups and downs, which could give 

periods of relief to markets. Last month, for 

instance, there was speculation that China 

might soften its hard line on US agricultural 

imports. Now though it seems very unlikely 

that tariffs will be dismantled altogether and 

we do not expect the relationship between 

the US and China to resume its former 

basis. The upcoming US election is an added 

complication. On the one hand, President 

Trump may try to calm the situation to 

stimulate the US economy. Alternatively,  

he could escalate it in a bid to revitalise  

the "America First" platform which served  

him so well in 2016. If the economic cost  

can be delayed until after the vote, this could 

be tempting.  

There are a range of other political 

flashpoints around the world that could 

threaten disruptive consequences for markets, 

of which Brexit is among the most pressing. 

There remains a significant risk that the UK 

could crash out of the EU without a deal, 

which we expect to present a significant shock 

to the UK economy.

Other hotspots are also on our radar, such as 

Italy and Hong Kong (see pages 8-9). 

Are central banks approaching the limit 
of their powers?
Markets have responded favourably to easier 

monetary policy, particularly moves taken by the 

Federal Reserve. Amongst developed markets, 

the US central bank has the most scope to lower 

interest rates, having spent three years raising 

them. It has now cut rates twice in 2019. In 

China, the central bank has lowered banks’ 

reserve ratios in a bid to stimulate lending. 

Circumstances are more difficult in the 

Eurozone and Japan. Central banks in both 

regions already have negative interest rates, as 

my colleague Christopher Lewis explores on 

page 12. The European Central Bank recently 

cut interest rates even further into negative 

territory and launched a new bond buying 

programme. However, even the outgoing ECB 

president Mario Draghi was sceptical that this 

would do much to stimulate activity, telling 

markets that it is now “time for fiscal policy to 

take charge.”

Since the Eurozone debt crisis, there has 

been strong political opposition to higher 

government spending – particularly from 

Germany. However, as the German economy 

struggles amid the global manufacturing 

slump, there are signs that its opposition may 

be softening.   “Hostility 
inevitably  
has a cost”

includes goods such as toys and electronics, 

which means consumers will soon bear some 

of the cost of the trade war. Markets are 

starting to price in the risk that we won’t get 

lucky a third time.

Whether or not the US experiences outright 

contraction, there is little doubt that the 

weakness in manufacturing will weigh on 

global output. Schroders has made some 

significant cuts to its forecast for global GDP 

Halloween moment: Boris 
Johnson's determination to exit 

the EU by 31 October has met 
fierce resistance 

Manufacturing 11.6%

Services 80.2%

Agriculture 1.0%

Construction 4.2%

Mining/Energy 3.2%

Source: Thomson Reuters, Cazenove Capital. Totals may not equal 100% due to rounding

…but services dominate the US economy
GDP breakdown by sector

Halloween moment:  
Boris Johnson's determination  
to exit the EU by 31 October  
has met fierce resistance 
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UK assets. A rally in sterling could equally 
hinder performance, but we do not envisage 
sterling quickly returning to the levels that 
prevailed before the Brexit referendum, 
partly because the market has concerns 
about a Corbyn-led administration. 

We have been reducing our allocation 
to UK equities for several years now. This 
will limit the impact of any sharp moves in 
UK stocks – in either direction – over the 
coming months.

This reduction has been a response to 
the distinct sectoral weightings of the UK 
market, rather than a reflection of our views 
on Brexit. Natural resource companies 
account for a quarter of the FTSE 100’s 
market value, for example, more than 
twice their weighting in other developed 
equity markets. Technology, by contrast, is 
under-represented in the UK. Given this 
composition, the UK market looks less able 
to benefit from the important theme of 
technological disruption.

We're neutral on equities
Whatever is going in the wider world, there 
are still many companies with healthy 
balance sheets and growing profits. In the 
long term, we see benefit in owning shares 
in these companies. 

Our approach allows us to look through market "noise", 

while responding to longer-term developments

However, a number of risks keep us at 
neutral. The key one is an escalation of the 
US-China trade war, which could dampen 
global economic activity and bring an end to 
corporate profit growth. There is also a risk 
that inflationary pressures may be building. 
This could result in the Federal Reserve 
having to pivot back toward higher interest 
rates, which would come as an unwelcome 
surprise to equity markets.

Finally, on certain measures, valuations 
are above their long-term averages – though 
not at extreme levels (see pages 10-11). The 
trade off of risk and reward becomes less 
favourable when shares are more expensive.

In itself, Brexit has not impacted our view 
on equities as an asset class. However, we 
see rising political risk on many fronts. The 
underlying tensions which give rise to this 
phenomenon may not be resolved quickly. 

We prefer alternative assets and cash 
over bonds 
There has been a rally in government bonds, 
which now sees many bonds trading at 
all-time highs. However we are comfortable 
with an underweight position. Given that 
the yields on offer in major government 
bond markets are in general below inflation, 
it is unlikely that the asset class will be a 
driver of real returns in future.  

We believe that alternative assets have 
an important role to play as diversifying 
assets in long-term portfolios. Gold – to 
which we have a large allocation – has 
been performing well as central banks ease 
monetary policy and political tensions 
rise. Real assets such as infrastructure, 
securitised assets and renewables, that 
produce long-term visible cash flows, 
continue to be attractive. We retain our 
allocation to trend-following funds that 
have historically performed well when 
equity markets struggle. 

Finally, in uncertain times, a higher than 
average cash position allows us to swiftly 
take advantage of investment opportunities 
– whether these arise as a result of sudden 
shocks related to Brexit, or other causes. 

K
nowing when to ignore  
headlines – and tweets – is key.  
Events in London, Beijing,     
Washington and elsewhere 

generate dramatic news on a daily basis – 
causing investors to take fright and markets 
to lurch. Our approach, by contrast, is to 
construct portfolios with a medium to long-
term time horizon; taking into account an 
assessment of our position in the business 
cycle as well as other, long-term secular 
themes. These two pages set out our broad 
views and describe how our portfolios are 
currently positioned. 

Brexit: an update
We are in an era of unprecedented 
political turmoil in the UK, so it is worth 
considering our approach to UK-specific 
risk in more detail. 

For clients with sterling-denominated 
portfolios, the weakening pound has been a 
benefit. This is because we have significant 
holdings of overseas assets, which have 
increased in value in sterling terms as the 
currency has depreciated. A “no-deal” Brexit 
would very likely see sterling fall further. 
This would further increase the value of 
our overseas holdings, acting as a natural 
hedge in what could be a difficult period for 

Sterling effect
The falling pound has helped the FTSE 100 

Source: Bloomberg

Our portfolio positioning
Caspar Rock 
Chief Investment 
Officer
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|CURRENT VIEWS

What lies ahead for shares, bonds and other assets?

Our views at a glance... 

Source: Cazenove Capital as at September 2019.  
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.

KEY TERMS

Positive

Positive/neutral

Neutral

Negative/neutral

Negative

Up from last quarter

No change

Down from last quarter

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

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

Asset classes

Equities Valuations are above long-term averages but central banks’ actions continue to be supportive. 

Bonds
Valuations have become very expensive with negative bond yields prevalent in Europe. We prefer USD bonds to EUR and 
GBP bonds. We prefer credit to government bonds. We are maintaining a short duration bias.

Alternatives
Attractive diversification characteristics compared with equities and bonds. We favour gold as global central banks ease 
policy. Remain cautious on UK commercial property.

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

Equities

UK Brexit uncertainty continues to weigh on market sentiment.

European
Weaker economic data and the uncertainty around trade tensions continue to be a headwind, offset by bolder easing 
measures by the European Central Bank.

North America
Economic fundamentals are relatively attractive versus the rest of the world but earnings growth expectations have 
moderated.

Japanese Concern about the impact of the upcoming consumption tax increase.

Asia Pacific Slowing Chinese growth and trade tensions remain a headwind but Chinese stimulus should be supportive.

Emerging markets Valuations and fundamentals look attractive relative to developed markets, but trade tensions remain a headwind.

Alternatives

Absolute Return We like the diversification characteristics of trend followers and long/short strategies.

Commercial property (UK) Ongoing concern for the UK commercial property environment, but income characteristics remain attractive.

Commodities Gold is attractive as a diversifier, portfolio insurance and an inflation hedge.

Structured products Offer attractive returns but we acknowledge the shorter-term correlation with equities.

Bonds

Government bonds US Treasuries are relatively more attractive given a more supportive Federal Reserve.

Investment grade
Returns are likely to be driven largely by government bond markets. While corporate spreads are close to post 2009 
averages, we are mindful of increasing company leverage and the lateness of the economic cycle. 

High-yield Volatility will likely continue and will offer opportunities if spreads move sufficiently in either direction.

Inflation-linked
We prefer inflation-linked bonds to conventional bonds. UK inflation-linked bonds are attractive as a Brexit hedge but the 
risk of an imminent no-deal Brexit has decreased.

Emerging markets Emerging market bonds generally offer good value.
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Janet Mui 
Global Economist

and open capital markets. The extradition 
bill, which critics claimed would erode the 
independence of the region's court system, 
has flushed a far broader discontent into the 
public realm.

The immediate fallout
As a small, open economy which is heavily 
reliant on the services sector, Hong 
Kong faces significant headwinds due 
to persistent protests that are especially 
disruptive to retail and tourism. Travel 
warnings and global media coverage have 
resulted in tourist numbers falling by 30% 
in the year to August, and hotel prices in 
some areas have fallen by 50% or more.

Retailers have felt a knock-on effect, with 
revenue falling by over 11% in the year to 
July. Sales of luxury goods, a sector heavily 
supported by mainland Chinese travellers 
who flock to the SAR on shopping trips, fell 
by 24%. 

Domestic demand has also been weaker 

Hong Kong, one of the world's most iconic and connected cities, 
has become the scene of repeated and determined unrest. 
Tourism and retail revenues are collapsing – but what are the 
longer-term implications?

H
ong Kong Special 
Administrative Region 
remains locked in a state of 
political havoc. Hundreds of 

thousands of citizens engage in repeated 
acts of protest, bringing disruption to 
the city's transport infrastructure and 
unfamiliar scenes of violence to the screens 
of the watching world outside.

In particular, the world is observing 
closely the response of the authorities.

The initial protests were triggered by the 
regional government’s proposal of a bill 
allowing extradition to Mainland China, 
but it was clear from the outset that the bill 
merely surfaced far deeper concerns about 
the application of the “one country, two 
systems” principle that was promised at the 
handover of the territory from the UK to 
Mainland China in 1997. The "one country, 
two systems" model laid out promises to 
the region, including commitments to 
independent courts, freedom of speech 

Street battles and mass 
defiance: what next for 
the “Pearl of the East”?

as key business and leisure areas have been 
the focus of much of the disruption. Local 
media suggests small businesses – already 
precarious given the sky-high rents in the 
city – are closing down and laying off staff.

Despite a range of stimulus measures 
announced by the government, we think 
further falls in tourism will deepen the retail 
crisis and push Hong Kong into a recession.

Business confidence is also waning. 
Luxury brand Prada announced in August 
the closure of a 15,000-square-foot store in 
Hong Kong's prestigious Plaza 2000 mall, 
for which it pays HK$9 million (US$1.1 
million, or £920,000) rent per month. 
Highlighting the challenge in retail, the 
landlord has reportedly offered to cut the 
rent by 44% as it seeks a new tenant.

We think commercial property prices 
will see downward adjustment. Residential 
property prices are likely to be supported 
by continued shortage of supply, although 
some negative impact is likely as potential 

Standing together: reports put the 
numbers of protesters on certain of the 
marches at more than two million
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IS THE REGION'S 
STATUS AS A GLOBAL 
FINANCIAL HUB IN 
JEOPARDY? 

The Chinese hubs of 
Shanghai and Shenzhen 
are developing rapidly and 
undergoing systemic reform. 
However, they are not 
perceived by international 
investors as enjoying as high 
a degree of freedom and rule 
of law as Hong Kong SAR.

Hong Kong may lose 
some competitiveness 
to Singapore, but its 
geographical advantage 
makes it likely to remain a 
store of wealth for offshore 
Chinese money and act as 
a counterpart to China’s 
rapidly expanding financial 
marketplaces. It is in China’s 
interest to support the 
SAR if only to showcase 
its determination to move 
toward a more market-
oriented economy.

Barring any material 
change in political outlook, 
we believe Hong Kong SAR 
will remain competitive and 
attractive.

It is crucial however for 
the Hong Kong Monetary 
Authority to defend the 
linked exchange rate system, 
which pegs the Hong Kong 
dollar to the US dollar.

Thanks to years of fiscal 
prudence Hong Kong’s 
current account has been in 
persistent surplus. Its foreign 
reserves are more than 
adequate for the HKMA to 
defend the peg, if necessary.

interference in an area of its sovereignty. 
While the short-term economic impact 

is already measurable, the longer-term 
implications depend on a range of political 
outcomes. The crucial question for 
international investors and businesses is 
whether the “one country, two systems” 
principle will be upheld. We think recent 
developments suggest the Chinese 
government is keen to maintain Hong 
Kong’s current status.

Hong Kong Chief Executive Carrie Lam 
has formally withdrawn the extradition 
bill in concession to protesters. Secondly, 
the Chinese government has so far shown 
restraint, leaving Hong Kong to resolve 
the matter alone. Whatever happens, some 
longer-term conflict appears inevitable. 
This is because one of the key requirements 
of pro-democracy protesters is universal 
suffrage, something which China has made 
clear will never be granted. 

Protesters' toll on the market
Hang Seng Index

buyers switch to a wait-and-see attitude.
In terms of financial market impact, the 

Hang Sang Index has underperformed both 
global developed market equity indices and 
local China equity indices. Despite these 
jitters in investor confidence, there are 
scant signs of significant Hong Kong dollar 
outflows as of end-July. However, banks 
appear more cautious, with both HSBC 
and Standard Chartered raising mortgage 
rates in August, contrary to the backdrop of 
declining interest rates.

A "bargaining chip" in the US's favour?
The region is a potential stress-point in 
the ongoing trade dispute between China 
and the US. Some commentators see 
the treatment of Hong Kong SAR by the 
Chinese authorities as a bargaining chip 
for President Trump, who says he wants a 
peaceful resolution of the conflict as part 
of any trade deal. A deal may become less 
likely if China takes offence at perceived 

Source: Thomson Reuters, Cazenove Capital
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causing 
mass flight 
cancellations
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W
 ith the possible  
 exception of President  
 Trump, there are  
 relatively few cheerleaders 

for US stocks at the moment. The 
ambivalence is understandable: the bull 
market has run for a decade, growth is 
slowing and political risks are rising. But the 
sharp rally in global bond markets over the 
past few months is causing some investors 
to rethink. The S&P 500’s dividend yield of 
nearly 2% now exceeds the yield on 10-year 
Treasury bonds. Historically this has been 
viewed as a reliable buying signal.

probably more reason to view the signal 
with a little more scepticism this time round.

Stocks today are not cheap relative 
to their longer-term history
Other valuation measures allow us to assess 
the stock market’s value independently of 
the bond market. They paint a much more 
mixed picture. The most commonly used 
metric is the ratio of price to earnings (the 
“P/E” ratio). Comparing the current ratio 
to history provides some insight into how 
cheap or expensive a market is.

Currently, US equities trade at close to 
18 times the profits they are expected to 
generate over the next year; globally, the 
figure is closer 16. In both cases, this is at 
the high end of the range over the last  
15 years. In part, this reflects the fact that 
profit margins and returns are high.

Even so, it is hard to argue that stocks 
look particularly undervalued. The last two 

Traditionally, investors have expected  
a higher yield from bonds than equities. 
This is because equities might offer the 
prospect and capital appreciation – in 
addition to the ongoing income from 
dividends. When this normal state of affairs 
is reversed, it is often interpreted as a signal 
that equities are undervalued.  

US dividend yields were higher than 
bond yields in both 2012 and 2016. Both 
occasions preceded big rallies in equities, 
fuelled in part by low interest rates.

Cheap money helped to stimulate 
economic activity. It also facilitated a 
surge in corporate borrowing, allowing 
companies to buy back billions of dollars 
worth of stock and boosting share prices. 
Finally, low interest rates also helped raise 
equity valuations, as future cash flows are 
more highly rated in a low interest rate 
environment. 

Despite this track record, there is 

Dividend yields are higher than 

bond yields in most major markets. 

Historically, this has been a reliable 

"buy" signal. But other measures 

suggest stocks are not cheap

Superstar valuations: 
are stock markets  

over-priced?
Talk show host Oprah 
Winfrey with director Steven 
Spielberg (right) and Apple 
chief executive Tim Cook 
(left) earlier this year. Apple, 
Amazon and Microsoft are 
the world's most valuable 
businesses by market 
capitalisation, each worth 
approximately US$1 trillion 
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occasions on which dividend yields exceeded 
bond yields, the P/E ratio was much lower 
than it is today – and it was easier to make 
the case that stocks were cheap.

One factor supporting current 
valuations: low inflation.
P/E ratios tend to be highest in periods 
when inflation is close to 2% and appears to 
be on a predictable trajectory.

The ratio tends to drop where inflation is 
higher or lower. The sweet spot, just below 
2%, is where the US finds itself today. At 
current, low levels of inflation, central banks 
face little or less pressure to raise interest 
rates, while companies have some flexibility 
to increase the price of their goods without 
costs spiralling out of control.

If anything, the danger is that inflation is 
too low. That is one message from the low 
bond yields we are seeing around the world. 
A deflationary environment is not good for 

stocks; companies lose pricing power and 
must contend with a higher real burden of 
debt. Japan is cited as an example of this 
(see panel, right). Japan's P/E ratio was very 
high in the 1980s but has fallen steadily 
since then, as inflation has turned into a 
protracted bout of deflation.

The latest crossover in bond yields and 
dividend yields may well be an indication 
that bonds are overvalued – rather than 
equities undervalued. Equities don’t look 
particularly cheap on a standalone basis, 
even if certain sectors and countries appear 
attractively valued.

In our overall neutral equity position, 
we aim to ensure a balanced exposure to 
both growth and more cyclical companies. 
While it can be tempting to favour unloved 
sectors, they have already been out of favour 
for much longer than anyone expected. This 
could well continue. 

Nicholas Paisner, Specialist Writer

GAP WIDENS BETWEEN 
CHEAP AND DEAR

An interesting feature of today’s 
market is the very wide range  
of valuations – with some 
sectors or countries extremely 
highly valued while others 
appear cheap.

At the sector level, industries 
with strong growth prospects, 
such as technology, and those 
that are perceived to be less 
economically sensitive – such as 
consumer staples – command 
high valuations. Those that 
are more cyclical – including 
financials and energy – trade 
at a much lower rating. The 
disconnect is the widest it has 
been in many years.

The low valuation of cyclicals 
reflects the persistent fear 
that the current business cycle 
is finally set to turn. Nobody 
wants to get caught with 
companies that will bear the 
brunt of a recession.

Defensive and high growth 
sectors, on the other hand, are 
viewed as safer. The former, 
which include stalwart dividend-
payers like Johnson & Johnson, 
offer prospects of stable 
earnings that should hold up in 
a recession. Meanwhile, against 
a slowing economic backdrop, 
sectors that can reliably deliver 
growth are in high demand. 
That some of these companies 
may not generate profits or cash 
flow for years to come is less of 
a concern when interest rates 
– effectively, the “time value of
money” – are so low.

The graph, top left, 
demonstrates the difference in 
valuations by region.

The high US P/E ratio reflects 
the fact that despite trade 
uncertainty, big US companies 
are operating at high levels of 
profitability in an environment of 
low and stable inflation.

At the other end of the 
spectrum is Japan, on a multiple 
of 12, its lowest rating in 
years. Japanese companies are 
expected to experience among 
the slowest levels of earnings 
growth globally.

Stock valuations by region
The US appears expensive, Japan appears cheap...

Bond yields
Registering historic lows

Source: Bloomberg, Cazenove Capital, September 2019

Source: Bloomberg, Cazenove Capital, September 2019

9

10

11

12

13

14

15

16

17

18

19

20

21

22

World 
(ACWI)

UK US Europe 
ex UK

Japan Asia 
ex Japan

Emerging
Markets

Fo
rw

ar
d 

P/
E

Range above median in past 15 years

Below median
Current

-3

-2

-1

0

1

2

3

4

5

US Treasury 10yr UK Gilt 10yr Bund 10yr

Yi
el

d 
(%

)

Range above median in past 15 years

Below median

Current



12

|INVESTMENT

Autumn 2019 dialogue

Topsy-turvy  
world where 
the “safest” 

investments are 
guaranteed to  

lose money
Yields on many government bonds have fallen so  

far they are now below zero, and this perplexing  

phenomenon appears to be a growing trend.  

Why is it happening – and what does it mean?

Chris Lewis 
Investment 
Manager

A
stonishingly, almost a 
quarter of all debt issued by  
governments and companies  
around the world now trades 

with a "negative yield".
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Going down...
Certain central banks' rates have been negative for several years

Source: Thomson Reuters

In other words, these bonds offer a return 
of less than zero – or a loss.

Bond yields and bond prices move in 
opposite directions: when prices rise, yields 
(the regular interest paid relative to the 
price) fall. Negative yields occur where 
bonds are trading at such high prices 
that investors who buy and hold them to 
maturity are guaranteed to experience 
a negative return – taking into account 
interest payments and the return of capital.

This gives rise to a number of questions. 
How has this peculiar situation come 
about, and should we expect it to persist? 
Most importantly, why would anyone make 
an investment which – if held to maturity – 
is guaranteed to lose money?

Explaining negative yields
Over the past decade central banks around 
the world have taken unprecedented 
measures to stimulate economic growth, 
including dramatically cutting interest 
rates. The Federal Reserve and other 
central banks have cut rates by more than 
720 times in total since the financial crisis1.

Paying off: homeowners with mortgages on 
properties in Denmark, below, are among a growing 
number of European borrowers who now discover 
they are being "charged" a negative mortgage rate. 
In practice this usually means the capital repayment 
of their loan is accelerated
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demographics (such as ageing populations), 
falling productivity and increasing demand 
for safe, liquid assets. As the natural rate of 
interest has fallen, prevailing interest rates 
and the return investors require to buy 
bonds have both followed suit.

How long is this bizarre scenario likely  
to persist...
In the short term at least, negative yields 
appear set to continue, with global bonds 
trading at or near record-high valuations. 

In fact, if the global economic outlook 
deteriorates, perhaps as a result of an 
escalation of the trade dispute between the 
US and China, we could see further interest 
rate cuts and even more demand for safe 
government bonds. This could lead to an 
even greater proportion of the global bond 
market trading with negative yields. Those 
yields which are already below zero could 
drop further. 

In the longer term, we do not expect 
negative yields to become a structural 
feature of the market. We think the 
phenomenon will dissipate as market 
conditions and monetary policy normalise.

However, recent experience will have 
a lasting impact on perceptions of what 
“normal” monetary policy looks like. What 
was once viewed as highly unorthodox 
now has an established place in the central 
bank toolkit. And as demographic and 
productivity trends continue to play their 
part in lowering the natural rate of interest, 
we may well see negative interest rates 
appear again in the future. 

...and why would anyone invest in a 
loss-making asset?
There is a distinction between nominal 
and real returns. If we are entering a 
deflationary environment, which many 
investors fear, a bond with a negative 
nominal return (before inflation) could 
still generate a positive real return (after 
inflation). For instance, a bond expected 
to lose 0.5% would actually generate a 
real return of 0.5% if prices fell by 1.0% 
throughout the economy.

Secondly, government bonds are 
perceived to be “safe havens” which protect 
capital better than other investments. With 
a number of risks on the horizon, such as a 
no-deal Brexit and an escalation of the US-
China trade war, there is currently a very 
high level of demand for these safe havens. 
In an uncertain world, a negative yield is 
perceived by some as a price worth paying 
for an "insurance policy" that will pay off in 
bad times.

Finally, not all investors will be planning 
on holding these bonds to maturity. They 
are buying at a high price – with a view to 
selling them on at an even higher price. 
They may get the opportunity if there is a 
sharp deterioration in the economic outlook.

While we also have our concerns about 
the global economy and markets, we are not 
adding to our government bond positions 
at these levels. Our research indicates that 
there are other asset classes with similarly 
defensive characteristics, such as gold, 
which offer better value. 
1Bank of America Merrill Lynch

 “What was once 
seen as highly 
unorthodox is 
now normal”
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Total value of negative-yielding bonds

Source: Thomson Reuters

In some cases, in order to encourage 
other banks to lend money, certain central 
banks – including the European Central 
Bank and the Bank of Japan – now impose 
negative interest rates on deposits placed 
with them. This drives down bond yields, 
which tend to be viewed in relation to the 
interest rate available on deposits. If, for 
example, a central bank sets a base rate of 
minus 0.5%, a yield of zero on a bond could 
look attractive.

Over the past few months, a weakening 
economic outlook and persistently low 
inflation has led investors to expect very low 
or negative policy rates far into the future.

As a result, government bonds with 
maturities of up to 15 years in Japan and 
France, 30 years in Germany and 50 years in 
Switzerland now trade with negative yields. 

There are longer-term structural forces 
at work here as well. Over the past 30 years, 
estimates of what is known as the “natural 
interest rate” have declined significantly. 
The "natural interest rate" is the interest 
rate that is expected when an economy is 
at full employment. The decline has been 
driven by a number of factors including 
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Effective giving requires 
a suitable financial 

base. This is likely to 
be a flexible structure 

giving you the greatest 
freedom to support 

your cause – including 
making use of highly 

valuable tax breaks 

advisable to set up a "giving vehicle".
In the UK there are a number of 

options that can be considered, but the 
main options are: a charity established by 
trust or corporation; or outsourcing this 
process through a "donor advised fund".

Establishing your own charity should 
not be undertaken lightly. While it will 
give you – in the role of  trustees or 
directors – the maximum control over 
grants and investment, it does bring with 
it public scrutiny and the need to comply 
with all the legal, tax and regulatory 
requirements.

Donor advised funds can work well as 
a standalone vehicle, or in conjunction 
with a family foundation. A donor-
advised fund is essentially a charity 
investment account, where donors can 
make contributions, enjoy tax benefits

Continue on page 16...

W
 hile many clients  
 have been engaging  
 in charitable giving  
 for years, or even 

generations, we are often asked by those 
who are not currently giving to help them 
get started.

Before you make a charitable donation 
there are a number of practical issues to 
consider and resolve.

The right vehicle
If you are planning to make small 
annual donations  to charities which you 
already know, then there is no need for 
the additional complexity that a family 
charitable foundation or alternative 
structure brings.

However, if you are allocating a 
reasonable proportion of your wealth to 
charity, as most of our clients are, it is ▼

PHILANTHROPY: The  
challenge 
of giving  
well 
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One of the most inspiring 
aspects of my job is that 
I get to see extraordinary 
generosity in action.

Our work with clients – whether 
families or individuals – involves 
understanding their financial 
circumstances and goals in detail, and I 
am continually astounded by how many 
people make charitable giving a priority.

For many, a fundamental element 
of their own financial success is a wish 
to share it. The causes supported are 
as numerous and varied as the people 
supporting them. Some of our clients 
are among the country’s biggest 
philanthropists, with institutions of 
national importance standing as 
testimony to their generosity. But 
successful giving is not simply a matter 
of scale.

What tends to unite all donors, 
however, is a desire to ensure their 
giving is effective. Everyone wants their 
money or their time – and many people 
give a great deal of both – to do the 
utmost in supporting their chosen cause.

Experience shows that truly effective 
giving is not that easy to achieve. Very 
often, a passion for a cause is not 
enough on its own. It needs to be allied 
with some more practical knowhow. 
Elise Becket Smith, describing her own 
remarkable philanthropy in the field of 
music, makes this point very strongly 
(see page 33).

A wish to bring about change, for 
example, is not the same as practical 

knowledge of how that change may be 
best effected. The latter may require 
hands-on understanding of political 
systems and processes, cultures, 
languages – and so much more.

Philanthropy can be controversial. 
Strong feelings arise not only about 
the causes donors support, but how 
the support is delivered. The following 
pages – which draw on the knowledge 
of a number of experts in the fields 
of philanthropy – give a sense of the 
strength of those views. They also make 
clear the tough decisions faced by those 
who wish to give with maximum effect. 
What is it that you want your giving to 
achieve? How best to achieve it?

I remember a conversation where 
a client said to me: “It’s astonishing to 
think how much time and energy is 
devoted to the business of amassing 
wealth, keeping it and spending it. By 
comparison there’s so little out there on 
how best to give it away.”

Knowing that thoughtful and effective 
giving is an ambition of so many of our 
clients, I hope you find the following 
pages interesting. As ever, we are here 
to help.

Lyn Tomlinson 
Wealth Planning Director

Page 17
Finding your 

purpose in giving

Page 19
Genuine change-

makers need to  
be brave 

    Page 21
Your children and 

their generation

Page 22
Making your  

assets work as well 
as your donations

Page 33
Me and my passion
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 and recommend grants from the 
fund over time.  A donor advised fund 
provides all the tax benefits that would 
arise if you set up your own charity. The 
significant advantage, however, is that 
you are effectively outsourcing the legal 
and regulatory compliance to the fund 
administrator as trustee.

There are a number of donor advised 
funds available. We can help by selecting 
the appropriate one to suit your needs, 
including taking into account your tax 
status. Options are also available for those 
clients who have US tax considerations.

Should a donor advised fund not be 
suitable, we can support you to obtain the 
required legal and accounting advice to 
establish your own charitable vehicle.

Funding your charitable cause
The UK offers a number of valuable tax 
reliefs for those who wish to give money 
to charity. These reliefs have the useful 
effect of enabling you to be even more 
generous with your assets, giving more to 
the causes you care about.

Income tax relief
You receive income tax relief on cash 
and certain other assets that you gift to 
charity. The way this relief is is applied, 
and the amount that you receive, depends 
on the form in which you give.

Where the gift is cash the charity will 
receive gift aid, and you may receive 

further tax relief (if you are a higher or 
additional rate taxpayer). Where you give 
other assets you will receive the income 
tax relief in full.

This can be a complex area, especially 
given the differing tax rates between 
dividend and income tax and some of the 
finer points of gift aid rules. Advice in this 
area can be valuable. In many cases we 
recommend planning gifts over a number 
of tax years.

Capital gains
The transfer of certain assets, such as 
public and private shares, land, art 
and property, to a charity, does not 
result in a disposal for capital gains tax 
purposes – and therefore there is no 
capital gains tax to pay. Many clients hold 
assets purchased in the past which have 
amassed significant capital gains.

Transferring these to a charitable 
vehicle, where they can be sold without 
any tax liability arising for either the 
donor or charity, is the most common 
method of funding a charitable structure.

Inheritance tax
This is another arena in which planned 
giving to your chosen cause results in tax 
breaks. The gifts bequeathed to charity 
in your will do not attract inheritance 
tax. In addition leaving a legacy of a 
minimum of 10% of your net estate assets 
to charity, via your will, reduces the rate 

of inheritance tax from 40% to 36%.
A number of clients will revise their 

will to make a legacy donation to the 
charity or donor advised fund they 
establish during their lifetime. 

As with many aspects of tax, the devil 
is in the detail. The best approach to 
funding your cause is likely to depend 
on your wider investment holdings and 
financial objectives. Optimising tax reliefs 
should enable you to give significantly 
more, but should not be isolated from 
your other financial planning.

Investing for the longer-term – and 
for impact
Once you have funded your vehicle, 
the assets will normally be invested to 
generate the long-term income and 
capital spending requirements of your 
charitable projects.

At least, that is the traditional model. 
Today, however, a growing number 
of clients are asking us to design and 
implement a responsible and sustainable 
investment policy for their charity, and 
manage the assets to help further their 
mission. They no longer wish to view 
how investment returns are generated 
as a process which is separate from their 
charitable giving.  This important area is 
explored by my colleague Emilie Shaw on 
pages 22-23.   

Lyn Tomlinson

HELPING YOU FIND THE TARGET

There are 185,000 charities in the UK and counting. Many 
focus on similar causes: 620 charities work in the field of 
cancer treatment and research, for example – and over 
200 work with homeless people in London alone. On an 
international scale the numbers are far greater and the 
landscape more complex. This can be daunting.

Selecting a charity (or charities) to partner with is 
for many donors a crucial next step. To help with this 

we have teamed up with several of the world's leading 
philanthropy experts to deliver a number of workshops. 
Topics covered will include the vital issue of charity 
partnership and selection.

Moving beyond structuring, tax and investment is an 
important part of our philanthropy journey.

We expect our philanthropy workshops to run in the  
early months of 2020. To register your interest, please 
email lyn.tomlinson@cazenovecapital.com

▼
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Laying foundations:  
finding your 
purpose in giving
What are the major hurdles facing 
today's philanthropists?
Philanthropists face a series of choices. 
At the most basic level, these include 
defining what causes are of most interest 
and deciding how to support them. Would 
a philanthropist prefer to fund support 
services to people with a particular 
disease, or take a longer-term approach 
of funding research to cure that disease? 
Involving family is also a significant choice 
for potential donors. Do they share the 
same interests and, importantly, do they 
want to be involved? These questions are 
not always easy to answer – especially as 
successful people may not have had much 
time to think about what philanthropy 
might involve. 

One key challenge is to find a meaningful 
way to help address really pressing crises 
such as climate change. Even for donors 
with significant resources, these problems 
seem insurmountable. “How can my giving 
make a difference?” is a common question.

What is your advice?
We help donors make the choices described 
above. We feel strongly that each family or 
individual needs to identify the methods and 
approaches that best suit them, and we offer 
our advice to help attain maximum impact.

I strongly encourage donors to focus on 
their motivations for giving and on learning 
from those already in the field. Before 
diving in, see what is happening out there – 
and what works well.

Can you give an example of a project? 
In the United States we manage a ground-
breaking project focused on criminal justice 
reform. The Art for Justice Fund is a five-
year initiative that uses works of art to fund 
its advocacy and reform efforts, with an 

▼

Many people are very 

clear about the causes 

that are important to 

them, but have not given 

consideration to how 

they will support them. 

These questions are 

not always easy, says 

Donzelina Barroso of 

Rockefeller Philanthropy 

Advisors, in an interview 

with dialogue magazine

▼
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ultimate goal of reducing incarceration in 
key states by 20%. American philanthropist 
Agnes Gund led donations to the fund, 
gifting $100 million (£80 million) following 
the sale of Roy Lichtenstein paintings. 
I’m excited we have taken on such a bold 
project that could have a profound effect on 
American society. 

In the UK, we have been working 
with a private family focused on funding 
health and education globally. Different 
generations of the family are involved, and 
opportunities have been found for them to 
engage in meaningful ways.

What philanthropic causes are 
currently attracting a lot of interest?
We are seeing more attention on big issues 
like climate change. There is an increasing 
sense that we are running out of time.

There is also a lot of focus on the concept 
of “scaling” work to reach larger numbers 
of people and on trying to solve problems 
at their root cause, rather than addressing 
the symptoms. 

We think it is important for donors to 
understand that innovation comes with 
a degree of risk – and it does not always 
have the intended impact. Sometimes 
existing organisations delivering services to 
communities in need are the most effective 
– but they may no longer seem exciting. 

In the search for profound change, and
the desire to reach large numbers of people, 
we have seen some funding diverted from 
organisations that support direct services. 
We think it is important that there is a 
broad array of donors funding the ecosystem 
of organizations working in a field.

What changes in the philanthropic 
landscape have you seen over the 
past decade?
Change has been profound. We have seen 
huge new wealth emerging in Asia, as 
well as Africa and South America. This is 
changing the nature of philanthropy in 
these regions. 

We are also in a period of renewal in the 
foundation world, and are once again in an 
era of significant living donors. These are 
often singular entrepreneurs such as Mark 
Zuckerberg or Jack Ma. They are personally 
engaged in shaping their philanthropy’s 
strategies, and speak publicly about their 
work and views.

What are your impressions of UK and 
European philanthropy? How does it 
compare to the US?
I arrived in London just under three  
years ago and have had the pleasure of 
getting to know donors throughout the  
UK and Europe. 

One interesting feature of the European 
landscape is the existence of foundations 
that have been active for generations. It 
is incredible to see these foundations still 

at work, adapting their approaches for a 
modern society.  

In the US, we have more donor networks, 
or "affinity groups" as we call them, on 
literally any topic you could name. They 
have an important role to play in bringing 
new donors up to speed. These networks do 
exist in Europe – but not to the same extent 
as in the US. 

Philanthropy is under scrutiny. What 
challenges is it facing now?
One challenge is concern around very 
visible wealth inequality in many parts of 
the world. Some donors find themselves 
conflicted: they want to be engaged and 
active philanthropists, but at the same time 
don’t want to be perceived as being part of 
the problem. 

In response, we are conducting research 
into what we have termed the “social 
compact” with donors around the world. We 
have been interviewing foundations about 
what gives philanthropic organisations the 
legitimacy to intervene in public issues. For 
instance, do they have outsized influence 
on society simply because of their wealth? 
What gives them the right to intervene? 

We have now interviewed over 100 
foundations. We feel this issue is critical, 
particularly as we have seen efforts in many 
countries, including in Europe, to restrict 
the flow of foreign philanthropic capital. 

What would really make a difference 
in the world of philanthropy?
I think generosity is healthy. Governments 
should be doing all they can to encourage 
people’s good intentions. Where possible, 
let’s ensure that policy and tax policies 
encourage giving to the fullest extent 
possible! 

More generally, I would encourage 
donors to think about partnering with other 
funders. We have seen research showing 
that collaboration can really leverage a 
donor’s ability to make change. 

Finally, I would encourage donors to 
accept what they probably already know: 
change is slow and the problems we are 
hoping to address are complex. Be realistic. 
And I want to end on a positive note: we 
have worked with philanthropists of all 
sizes, and even the smallest can be highly 
impactful. An open approach and planning 
is all you need.  

Donzelina Barroso is Director of  
Global Philanthropy at Rockefeller 

Philanthropy Advisors' London office

“What gives 
a donor the 

legitimacy to 
intervene in 

public issues?” 

 “We are in a period of significant living 
donors.” Priscilla Chan, co-founder of the 
Chan Zuckerberg Initiative, is interviewed 
by Facebook’s Sheryl Sandberg in 
2016. Priscilla Chan and husband Mark 
Zuckerberg have pledge to give the 
majority of their Facebook shares to the 
organisation
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Jake Hayman 
CEO 
Ten Years' Time

discrimination, he was trying to transform 
the national system of Apartheid. Would he 
have sat through a three-phase application 
process, and a meeting with trustees, before 
undergoing due diligence? I think he was 
too busy for that.

Again, much of the work of Martin 
Luther King and Gandhi, such as the hard 
years of civil society building, would have 
been seen as "overheads". As neither figure 
delivered an outcome within a three-year 
window they too would have had their 
applications tossed out.

Over the past 30 years we have seen 
charities attacked as inefficient, duplicative 
and unprofessional. The criticism has led 
to a number of well-intentioned models 

of giving that involve analysing charity 
"overheads", numbers of people served and 
quality of performance management.

In making these changes, sight has been 
lost on how change happens in the world. 
Ask a group of young philanthropists who 
has most inspired them over history and 
they will cite the names mentioned above. 
Ask them what they look for when making 
a donation and they say "low overheads, 
measurable short term impact and good 
governance."

The narrative of ineffective charities is a 
distraction from the real question: do you 
want your money to change the world or do 
you want it to maintain the world? 

The challenges we have in the world are 

T
 ake a moment to think of the  
 figure from history who  
 has most inspired you. Think    
 about the way they behaved, 

the ideas they believed in, the bravery 
and leadership they showed. If they were 
out fundraising from philanthropists and 
foundations, would they be successful? I’m 
afraid the answer is likely to be no.

Can you imagine foundations lining up 
to fund the protests of the suffragettes? The 
group that may well have done more than 
any other in history for women’s rights in 
the UK would have failed at the first hurdle.

When Nelson Mandela emerged from 
27 years in prison he wasn’t seeking money 
to help run programmes for victims of 

Nelson and Winnie Mandela address 
crowds in London shortly after his 
release in 1990

A focus on short-term, measurable outcomes has resulted in 

conservative giving that favours the status quo. To bring about real 

change philanthropists need to focus on values – and be courageous

Why 
philanthropists  

need to be  
brave again
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huge ones. Climate change and biodiversity 
loss, young people’s mental health, 
automation and a loss of jobs, inequality 
and the rise of far-right nationalism. None 
of these things will be changed without 
transformational leadership. The great civil 
society leader Baljeet Sandhu says that there 
is a Malala [Yousafzai, the Pakastani activist 
and Nobel laureate] and a Nelson Mandela 
in every town, village and city. She may well 
be right, but they aren’t being funded by 
philanthropists.

How did we get here?
To suggest that we need major social 
transformation is not something people 
who profited from the world as it is tend to 
want to hear. It is difficult to accept that the 
systems in which an individual and their 
family succeed are not entirely fair and just. 
Most of the philanthropists I meet want to 
use their financial power to help change the 
world – but it is difficult to get far enough 
away from the status quo to actually do it.

They need to go searching for those people 
that their grandchildren will read about in 
history books. When they find them, they 
need to do everything they can to support 
them – despite the risks and the challenges. 

Look at the civil rights movement in the 
US. Marshall Field III, whose grandfather 
established the Field Foundation, provided 
critical funding to the Brown vs. Board of 
Education case in 1954, which ruled that 
racial segregation in public schools was 
unconstitutional. This came at a pivotal 
moment in the civil right movement. 
Audrey Bruce, meanwhile, went against 
her parents’ wishes by making a mammoth 
$75,000 grant to the Legal Defence and 
Educational Fund in 1961.

Those of course are just a couple of the 
major donors in a cause that took thousands 
of smaller donations week in, week out, 
from communities themselves – often 
through the church. People giving more 
than they could afford inspired by values 
and bravery.

The suffragette movement was reportedly 
funded more from major donations 
than it was from membership dues, but 
the latter were also vitally important. 
From Viscountess Harberton to Lady 
Wolsely, leading female (and some male) 
philanthropists used their financial clout 
to support the transformational movement 
that – in 1914 – ran off the modern day 
equivalent of less than £4 million per year.

Given that the money was largely 
managed by just two people – the Pankhurst 
sisters – this was an arrangement that 
wouldn’t pass most modern donors' due 
diligence criteria.

This "high risk" approach is not for 
everyone. For many people, finding effective 
programmes in efficient organisations, 
funding scholarships and funding their old 
universities and funding other well-trodden 
paths is the appropriate thing to do.

Certainly for the recipients of those 
scholarships and those programmes and for 
attendees at those universities, good will be 
done – and it will be measurable.

However, whilst individuals will be 
helped, the world might not be. Changing 
the world by changing systems requires 
risk and a different approach, and that is 
not suitable for everyone. But for those that 
choose this different path the changes can 
be incredible.

The world needs leaders, and the 
privilege of money and the generosity to 
spend it to do good in the world could bring 
profound results.

Brave philanthropy may not be 
comfortable, but it’s what will make our 
grandchildren proud. 

 “Brave philanthropy 
may not be 
comfortable,  
but it will  
make our 
grandchildren 
proud”

Emmeline Pankhurst, organiser of the British 
suffragette movement, here addressing a 
crowd of thousands in Boston, US. Would 
the movement have succeeded in attracting 
funding from today's major donors?
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the problem, is a core feature in their growing 

social sector engagement.

...and they want to harness 
technology
 “If technology can enable a more efficient way of 

doing things, there’s an incentive to use it. But how 

does it lead to a more constructive use of limited 

time to engage in good philanthropy?” – adviser to 

younger philanthropists

Technology is a defining feature of millennial 

life. The younger generations we have worked 

with straddle the line between “digital 

natives” (who have never known life without 

the internet), and “digital immigrants” (who 

adopted technology at a young age). These 

groups define themselves not just as “digital 

first” but “mobile first,” and use app and web-

based technologies in almost every aspect of 

their lives – except philanthropy. 

Younger donors are keen for a technological 

solution to alleviate some of the pain-points 

of giving – things like identifying credible 

partners, learning from fellow donors, and 

finding co-investors – and to accelerate the 

time it takes for these things to happen in an 

analogue way. However, they are cautious 

about putting all of their giving online.  

The human connection element is critical. 

Psychology matters
 “You want to feel that you are not a lone fish 

in the sea; you want to find someone with the 

same mindset as you.” – UK-based younger 

philanthropist

Our research has found that many younger 

donors feel isolated from others in the space. 

New networks have cropped up to meet  

this issue, but more high-quality convening 

could happen. 

The next few decades have been hailed as 

a “new golden age of giving.” With the right 

guidance, opportunities to connect, and 

openness of thought and ideas, a younger 

generation of donors has the potential to 

emerge as not only the generation with the 

greatest inherited wealth, but the one that 

helped philanthropy achieve its true purpose 

and potential. 

Alisha Fernandez 
Miranda 
Chief Executive 
IG Advisors

A younger generation is set to inherit vast wealth just  

at a time when philanthropy faces fresh scrutiny and challenge.  

How will giving change in the decades ahead?

The next generation 
of givers

P
hilanthropy is facing fundamental 

questions about its purpose and 

effect. To a large extent the answers 

lie with younger generations of 

donors: what they want to achieve and, 

crucially, what they need to do to unlock 

their full potential as philanthropists, impact 

investors and agents of change.

The emergence of networks like 2164 

and Nexus – led by younger generations 

themselves – have provided new insights.  

IG Advisors works closely with individuals 

at different life stages, helping them navigate 

these challenges. We also have spent the last 

two years working with the Bill and Melinda 

Gates Foundation to research how younger 

generations want to use technology in their 

giving. There is a lot we know about the 

generation currently picking up the reins of 

philanthropy, and while each next gen is as 

different as any other group of individuals, 

there are a few things they share.

They want to throw the rule 
book out the window...
 “Building collective action is important: where can 

our small contribution create more change; how 

can we make this money matter more than it 

deserves to by adding our intellectual capital?” – 

millennial donor, North America

Much has been made of the unique millennial 

experience. Born on the cusp of a technological 

revolution and reaching adulthood in the 

midst of complex social, economic and 

environmental change – they are also at the 

centre of discussions about whether our 

major institutions are fit for the future. It’s no 

surprise that this generation of givers do things 

differently from their predecessors. 

Legacy matters, but it’s not everything.  

For many younger individuals, the desire to 

strike out on their own has been central to 

their philanthropy. 

This group looks beyond money when they 

think about what they have to offer. Their 

broader perspective includes their skills, their 

networks, the influence of their voice and 

opinion over decisionmakers – as well as their 

funds to back it up. This has made for engaged 

donors who can support causes in ways that 

aren’t always quantifiable, but have a huge 

potential to create change.

This has led to a more holistic approach to 

understanding not just how their assets can 

create a positive impact, but how the rest of 

their life – including how their money is made 

and invested – can either accelerate or hamper 

their efforts. Many of these challenges are 

nuanced, but younger generations appear more 

open to casting a critical eye over how their 

impact and philanthropic impact are linked. 

The desire to be part of the solution, and not 



22

|SUSTAINABILITY

Autumn 2019 dialogue

Investing 
for impact
Typical charities spend just 3%-4% of their assets each year in support of their cause. 

So what good is the other 96%-97% of the money achieving? 

C
harity investors must manage 
a delicate balancing act. To 
meet the requirements of future 
beneficiaries, they need to 

preserve the real value of their investments 
over the long term. At the same time, 
they must ensure they are able to make 
sufficient distributions to meet current 
spending needs. 

This has always been the case for 
professional charities. It is increasingly also 
the case for family charitable trusts, which 
are now often set up to last into perpetuity. 
Parents want to pass on their legacy of 
charitable giving to their children – and see 
the activities of their family trust continued 
across generations.

Setting an appropriate spending target 
is a key component in getting the balance 
right. Spend too much and you may deplete 
the real capital value over time. Spend too 
little and you may be withholding precious 
funding at times of urgent need.

Typically, spending 3-4% of a portfolio’s 
value on an annual basis is considered to be 
sustainable. However, this means that up 
to 97% of the investments are not directly 
contributing to the charitable mission in a 
given year.

The good news: trustees can now 
maximise the positive impact of 100% of the 
assets by investing in a way that promotes 
positive social and environmental outcomes. 
Investing in line with the charitable 
mission – or "intentional investing" – has 
become widely recognised as a means of 
using investments to further charitable 

objectives. The same is true for “values-
based investing”, which aligns investments 
to core values, targeting the areas of need 
that trustees feel most passionately about. 

This article looks at some of the different 
ways investment can promote better social 
outcomes. Potential approaches include 
using engagement and stewardship  
to improve corporate behaviour, as well  
as investing to achieve a measurable 
positive impact.

Stewardship
The impact companies have on society is 
growing. As a result, the importance of 
“active ownership” is increasing. As a large 
share owner we can engage with companies 
to highlight risks and opportunities they may 
not have foreseen and encourage them to 
adopt more sustainable practices. It helps us 
protect and grow our clients’ capital, whilst 
also promoting better outcomes for society. 

Our engagement focuses on key 
environmental, social and governance 
(ESG) issues. We want to understand a 
company’s impact on all its stakeholders 
across the ESG spectrum: employees, 
customers and suppliers (S); regulators 
and shareholders (G); and the environment 
(E). For instance, is the firm adapting its 
operations to accommodate the transition 
to a lower-carbon future? Does its culture 
allow for unfair working practices or 
discrimination? How compliant are they 
with tax regulations? We believe that 

companies should be focused on creating 
long-term value for all of their stakeholders, 
as well as the societies in which they 
operate. When we identify shortcomings, 
we will engage with a company and use our 
voting power to push them to make progress. 

As an example, we believe that diversity 
at board level is important for a company’s 
long-term success, by encouraging 
debate and ensuring wider stakeholder 
representation. In 2018 we wrote to all 
our US holdings with all-male boards 
communicating our views. We explained 
that if we fail to see evidence of change by 
their next AGM, we will look to vote against 
the chair of the nominations committee. 
This has led to constructive dialogue with 
a number of these companies and we have 
started to see some change. As of January 
2019, three of the companies we wrote to 
have appointed a woman to the board. 

These factors and many more can have 
a material impact on the long term success 
of a business. We believe truly sustainable 
companies are best placed to deal with the 
seismic environmental and social change 
that our world is facing. They are also 
better placed to maintain their growth and 
returns over the long term.  We work closely 
with our colleagues in Schroders’ award 
winning Sustainability Team to conduct 
research and engage with companies. The 
size of our firm supports our ability to 

Emilie Shaw 
Sustainability 
Manager
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influence corporate behaviour and push for 
progress. In recognition of its commitment 
to responsible investment, Schroders was 
ranked first out of the 40 largest European 
asset managers by ShareAction, a charity 
which promotes responsible investment. 

Impact investing
While stewardship can be used to promote 
positive outcomes, we can also use our 
investments to actively target areas of social 
and environmental need. This includes 
investing in companies whose products 
and services provide certain necessities, 
such as social housing or renewable energy. 
Alternatively, we can invest directly in social 
initiatives, such as social outcome bonds. 

While the former can be accessed through 
the listed markets, social initiatives often 
require capital to be locked away in illiquid 
structures for the life of the project. The 
return is often dependent on the success of 
the project. While this kind of investment 
remains a niche area, it is a fast-growing 
market. It requires specialist advice, which 
we are able to provide. 

We apply strict criteria in our selection 
of impact investments and the people who 
manage them. We expect fund managers 
to be able to demonstrate the impact of 
the companies they are investing in. This 

could take many forms – but in all cases we 
would expect to see companies delivering 
measurable positive impacts in areas of 
unmet need. For instance, an education 
provider could show how it is helping more 
pupils from low-income backgrounds 
secure qualifications. In healthcare, a 
provider may be able to demonstrate how 
it has improved access to affordable health 
care in underprivileged areas. 

Our favoured impact funds often 
focus on smaller companies operating 
in developing countries, given these are 
areas of frequently acute needs. These 
investments can represent attractive growth 
opportunities – but by nature they can be 
volatile. For this reason, we recommend 
diversifying a portfolio between sustainably 
managed businesses and those targeting 
specific themes. 

Through values-based investing, we look 
to align client portfolios with their core 
values and target the areas of social need 
they feel most passionately about. This 
typically involves avoiding controversial 
businesses, using active ownership to 
promote change, favouring companies 
with strong environmental, social and 
governance practices and investing in 
specific impact themes. 

CASE STUDY
While sustainable investment 
is new to some of our clients, 
others have very clear ideas 
about the impact they are 
seeking to achieve with their 
wealth. Our experts are able 
to help develop portfolios that 
meet these highly individual 
requirements.

One of our clients is looking to 
allocate £2.5m to social impact 
investments and is willing 
to accept a high level of risk. 
Our Sustainable Investment 
and Social Impact specialists 
developed a portfolio that 
satisfies their distinctive social 
and environmental goals.

Three quarters of the portfolio 
will be invested in funds which 
in turn own listed equities that 
have "social impact" at their core 
– for example, social housing 
providers

The remaining quarter of 
the portfolio will be allocated 
to unlisted investments. This 
includes lending money to social 
enterprises and charities by 
investing in bonds. The return 
on these social impact bonds 
is linked to the success of the 
projects, and we have agreed to 
provide the client with impact 
reporting covering each of the 
underlying investments.

 “Spend too much and you 
risk depleting the capital. 
Spend too little, and you risk 
depriving your cause”
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T
rain travel has been with us for two centuries. Its explosive growth in the 1800s transformed landscapes and 
forever altered the geography of London and other great world cities. But the advent of the car meant 
that in many regions it spent the last century in retreat. Now, powerful factors are coming together to 
revive the fortunes of railway. A need to limit emissions and congestion and at the same time secure 

reliable access to resources in undeveloped regions – such as Africa – are among these drivers. And new 
technologies add to the appeal of trains.

High-speed rail is increasingly viewed as a solution to one of our biggest crises: climate change. 
This is because transport accounts for such a high proportion – around one third – of all energy 
demand. It is also responsible for a quarter of global carbon dioxide emissions arising from fuel 
combustion, according to the International Energy Agency, a global body established in the 
1970s to promote global energy security.

In comparison with other transports, railway's sustainability credentials 
are impressive.

The first graph, top right, compares different modes of transport,  
based on passenger numbers and freight volumes, on the equiavlent basis  
of oil consumed.

The second graph shows the already clear trend in current rail 
investments. China is an astounding outlier, laying tens of 
thousands of kilometres of track in under a decade.

The final graph shows' the IEA's view of the future of rail. 
Its "base" scenario extrapolates from policies and projects 
already announced. The "high" rail scenario envisages 
a potentially "significant shift of passengers and 
goods to rail transport" depending on "policy 
instruments which might be deployed". 

Railway's long-awaited 
renaissance  
Today, thanks to new high-speed technologies and a pressing need to cut 
emissions, an old mode of transport is finding relevance in a new age

New tracks being laid 
near Duka Moja, Kenya, 
earlier this year

Rosie Carrow 
Content Production 
Specialist &  
Data Analyst

|THE BIG PICTURE
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High-speed track length by region
China's high-speed network has dwarfed the rest of the world's – in under a decade 

Projected growth in rail energy demand
Just how fast could railway grow?
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What it will mean  
to go without meat
Data suggests younger generations are already 

eschewing meat and dairy, motivated by health 

and environmental reasons. If this trend gains 

momentum, what will it mean for agriculture, food 

industries and the wider economy?

Lucie Hughes 
Assistant Portfolio 
Manager

Looking to the future:  
pig heads on a market stall in Lima
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T
 he year 2019 is "the year  
 of the vegan" according to  
 The Economist, which  
 sees a structural shift in our 

eating habits. Current polling suggests 
about a quarter of 18-24 year olds in the US 
and UK are vegan or vegetarian.

Young consumers are embracing healthy 
eating habits as part of their lifestyle, 
driving the move towards meat-free dining. 
These behavioural shifts are expected to 
persist as young consumers age, arguably 
propelled by two increasingly significant 
factors – our health and the environment. 
Any such shift will have economic and 
financial impacts, particularly for the food 
and beverage industry.

Gaining weight
Almost one third of the world’s population 
(2.1 billion people) is assessed as 
overweight, with 671 million classified 
as obese. The latter number has almost 
doubled since 1975. The trend is clear: a 
far higher 50% of the world’s population is 
projected to be overweight by 2030.

As the fifth-leading global cause of 
death, weight-related illness poses danger 
as well as significant financial costs to 
society. The global economic impact of 
obesity is currently estimated at US$2 
trillion (£1.6 trillion) – or almost 3% 
of global GDP. In order to tackle this, 
specialists and government advisers, 
among others, have identified the food 

 “Parallels are drawn between 
tobacco regulation and the forces 
bearing down on food producers”

and drinks industry as one of the key 
causes of the problem. Unhealthy foods, 
and the businesses that produce them, are 
coming under the spotlight.

The World Health Organisation released 
a report in 2015 classifying processed 
meats including ham, bacon and salami, 
as a "Group 1 carcinogen", putting these 
items in the same category as asbestos and 
tobacco. Parallels are being drawn between 
the pressures faced by the tobacco industry 
in recent decades and the forces bearing 
down on the food industry today. Increased 
food regulation is already in train, but 
further measures could include a proposed 
"red meat tax". This would be similar 
to the "sugar tax" levied on soft drinks 
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implemented in the UK in May 2018, taxing 
drinks with over 5g of sugar per 100ml.

Taxing products, while remunerative for 
governments, has the advantage of changing 
consumer habits – as evident from the 2015 
"soda tax" introduced in California, credited 
with a 9.6% reduction in sales of sugar-
sweetened drinks.

Environmental pressures
Another factor driving change in our food 
preferences is the environment. While 
the narrative around reducing global 
greenhouse gas emissions has largely 
focused on those generated by the burning 
of fossil fuels, livestock is responsible for 
9% of all human-induced emissions. This 
surprising figure is higher than that for 

emissions attributed to cars, and has led to 
startling headlines such as “burping cows 
are more damaging to the climate than all 
the cars on this planet”.

Cattle contribute the largest share 
of methane emissions, and a very close 
correlation has been observed between 
the cattle population and methane 
concentration in the atmosphere (see graph, 
far right). Methane gas traps over 84 times 
more heat than carbon dioxide, 

This link between consumption of 
meat and dairy and environmental harm 
is gaining traction. A much-cited Oxford 
University study, published last year, 
concluded that “avoiding meat and dairy is 
the single biggest way to reduce your impact 
on Earth”. Other messages in a similar vein 

include the calculation that if every family 
in the UK ate one meatless meal a week, it 
would have the same environmental impact 
as taking 16 million cars off the road.

Governments appear increasingly minded 
to implement legislation to limit greenhouse 
gases from livestock. The Paris Climate 
Agreement, adopted by 195 countries, is 
a commitment to limit global warming to 
below 2 degrees Celsius and an attempt to 
limit it to 1.5 degrees Celsius relative to pre-
industrial levels.

In order to meet this target, the European 
Commission has suggested the agricultural 
sector will need to reduce its emissions 
substantially. Europe's top 20 meat and 
dairy companies emitted more greenhouse 
gases in 2016 than all of Germany, Europe’s 
biggest climate polluter. It is calculated 
that if these companies were classified as a 
country, they would be the world’s seventh 
largest greenhouse gas emitter.

Disruption within the Food Industry
Increasing awareness and pressure from 
investors has resulted in food companies 
and restaurant chains focusing more on 
the emissions arising from their entire 
operations.

Investor pressure is intensifying 
and in January this year a coalition of 
investors with $6.5 trillion of assets under 
management signed a letter asking fast food 
companies to reduce their carbon footprint 
across their meat and dairy supply chains.

Many food companies are responding to 
the message and are diversifying away from 
their traditional products. Dairy companies 
are producing dairy-free products, for 
example, and meat producers are moving 
towards plant-based alternatives. Dairy 
giant Danone, for instance, acquired 
WhiteWave, a US producer of alternative 
milks, for $12.5 billion in 2016, and is 
aiming to triple sales of plant-based 
products by 2025.

 “Alternative 
meat could 
account for 
10% of the 
market in  
a decade”

Habits change: housewife 
waiting for service at a 
butcher counter, 1950s.
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Nestle has updated its products to reflect 
the shift towards healthier eating and is 
targeting the growing vegan market, with 
a planned sale of its Herta meats unit and 
acquisition of Sweet Earth, a plant-based 
foods manufacturer. Unilever is looking 
to update its food business also, acquiring 
health snack business Graze in February 
this year.

Traditional food and beverage companies 
are also facing increasing competition from 
new and innovative players in the industry 
who are specifically targeting and benefiting 
from the vegetarian trend. Barclays 
estimates that the "alternative meat" market 
could reach $140 billion within a decade, 
which would account for around 10% of the 
$1.4 trillion spent on meat globally.

Beyond Meat and Impossible Foods are 
both taking advantage of this by creating 
and distributing meat-free alternatives in 
supermarkets and restaurants. There has 
been strong investor demand for Beyond 
Meat which went public on 1 May 2019 and 
subsequently rallied 477% in the first 30 
days of trading. The alternative meat space 
presents plenty of opportunity for growth 
and very much remains in its infancy with 
the current market share less than 1% on a 
global basis.   

WHAT'S FOR DINNER? AN OFFICIAL SNAPSHOT OF 
UK HOUSEHOLD FOOD CONSUMPTION 

Choices about food are frequently politicised and controversial. 
Many of the statistics presented on the topic are generated by 
organisations with strongly vested interests and a clear message 
they seek to convey.

A more detached source of data is the UK's National Statistics' 
Family Food report. Drawing on results of annual surveys of 5,000 
households, it provides a snapshot of what British families buy 
and eat.

It paints a mixed picture in which animal-related products are 
not obviously declining in popularity.

According to the latest Family Food survey, for the 2017-
18 year, consumption of milk and milk-related products has 
dropped 3.4% since 2014. Cheese consumption, however, has 
leapt by almost 13% over the period. Eggs have also had a surge 
in popularity (up 6.5%).

Fish consumption is down (3.6%) since 2014 but meat eating 
has remained almost constant, with a consumption rate of about 
950g per person per week since the year 2013.

Other health messages do appear to be filtering through, 
however: there has been a steep decline in the consumption of 
sugar and preserves (down 8.5%) and a corresponding increase in 
the eating of vegetables, excluding potatoes, of 5%.

World's cattle herd nears 1.5 billion
Atmospheric methane rises in tandem
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 “Investor pressure is 
intensifying, with 
food companies being 
required to cut their 
carbon footprint”
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 “We see just 100,000 acres 
marketed each year, down  
from 400,000 in the 1980s”
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Farmland: will this 
asset class keep on 
growing?
Strong demand from a range of buyers, coupled with dwindling supply 

coming to market, has led to a sharp rise in farmland values over the 

past 20 years. Brexit will bring with it significant uncertainty, but many of 

the asset class's attractions remain intact

Michael Fiddes  
Head of Estate  
and Farm Agency,  
Strutt & Parker

T
 he "farmland market" which is  
 seen by many as our countryside  
 and the preserve of farmers,     
 has over the last two decades 

performed extremely well as an investment.
There has been a significant rise in 

capital value since the millennium but, with 
increasing pressures on farming profitability 
and other uncertainties, including Brexit, 
what is the outlook today?

Arable land values in England and Wales 
have risen by over 400% in the last 20 years 
(see graph, page 32). They have risen from 
an average of £2,000 per acre at the turn 
of the century to an average of £9,000 per 
acre in 2018-19 (although this average hides 
a wide range of values achieved). This is 
down from the peak of over £10,000 per 
acre in 2015.

The range of buyers and different 
demands for land means there is little 
correlation between land values and any 
other asset class. Location in 2019 has 
become a much bigger driver of value  
than the quality of land. This is another 
reason why investors like it – the diversity  
of risk it represents.

Understanding why land prices have 
risen so much over this period is important 
when looking ahead to the future.

Explaining land price increases
On the face of it, farmland is not a 
particularly attractive investment. It is 
an illiquid asset which requires costly 
management and generates an annual 
return of somewhere between 1 and 1.5% 
(for arable land).

However, there are many reasons why 
people buy land – many of which are not 
directly related to its ongoing profitability.

At the turn of the century, once there was 
more certainty about how agricultural policy 
– the EU’s Common Agricultural Policy – 
would be reformed, we saw a steady increase
in prices throughout the period 2000 to 
2010. Guaranteed payments for every acre 
owned supported farming profits and were 
capitalised into the price of the land.

The global financial crisis, which 
unfolded in 2007-2008, made farmland 
even more popular. Investors saw it as a safe 
haven for their capital, all the more so as 
much farmland had been undervalued for 
some while.

There were increasing pressures on 
land for a variety of uses: development, 
food production and for producing energy. 
In addition, the alarming spectre of food 
shortages and food security became a 
greater concern. This, coupled with an 
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increase in commodity prices, saw land 
values rise up to a peak of over £10,000 per 
acre in 2015.

Who are the big buyers?
The buyers of farmland fall into a number 
of categories.

 Existing farmers are a major category.
They are often looking to increase their land 
holdings to create economies of scale. They 
see the opportunity to buy neighbouring 
land as a once-in-a-lifetime opportunity. It 
often is: only a tiny proportion of land in 
the UK comes on to the market each year, 
so when it comes up for sale the neighbours 
see it as a rare chance. Existing farmers 
accounted for over 60% of the buyers in the 
market up until the end of 2017.

Equally as important now, however, 
are the non-farmer buyers who fall into a 
number of categories.

 First are the investors motivated by
tax incentives. These investors have seen 
land not only as a safe haven for their 
capital but also an excellent tool for wealth 
preservation, thanks to existing beneficial 

inheritance tax legislation. Equally, 
landowners who have made a substantial 
capital gain from the sale of land for 
development are able to roll over any tax 
gains payable.

 Another category of buyer are the
wealthy individuals who want land for 
amenity, lifestyle and sporting reasons. 
There has been very strong demand for 
"residential" farms within commuting 
distance of London from families who want 
to have a private property they can live at or 
go to at the weekend.

 Next are institutional owners. Small and 
large institutional investors have invested 
in farmland for centuries due to the income 
it generates, the capital appreciation and, 
if actively managed, the windfalls from 
development or changes in tenure. When 
a protected agricultural tenancy ends, the 
capital value of the farmland can increase 
by around 40%.

Many charitable trusts own land, often 
for historic reasons of bequests or local ties. 
Other charitable organisations invest for the 
same reasons that motivate everyone else 

– the fundamental attractions of the asset. 
This blend of ownership adds to the appeal 
of farmland, limiting its correlation to other
assets and helping it perform in a way that 
is counter to cycles in other markets.

They aren’t making it anymore –  
or even selling it...
Author Mark Twain famously said of land 
that "they aren't making it any more" – but 
you might add that they are less likely 
to sell it, too. The amount of land on the 
market has shrunk. We are now seeing 
only about 100,000 acres in England and 
Wales marketed in public each year, down 
from about 200,000 acres in the 1990s 
and 400,000 acres in the 1980s. One of the 
reasons for the fall is that there are very few 
forced sales – the guaranteed payments for 
owning land made through the Common 
Agricultural Policy have provided a 
financial safety net for many farmers.

The scarcity also means that it has 
become more difficult for a buyer to find the 
right farm in the right place. This has led to 
the growth in what are called private or off-
market sales, where buyers identify farms 
that they like and make a discreet enquiry to 
see if they are for sale. 

Farmland and Brexit
Brexit will bring significant changes 
for farmers, as the UK leaves the EU’s 
Common Agricultural Policy and creates 
its own measures. The Government’s draft 
Agriculture Bill proposes that the current 
type of support payment to farmers are 
phased out by 2027 and replaced in some 
form by environmental payments subject 
to various conditions. Preserving natural 
capital, which is all natural resources 
including water, soil, the air, plants and 
animals, has become a key driver in future 
agricultural policy. The new mantra is paying 
farmers "public money for public goods".

Despite this uncertainty farmland prices 
have tended to hold firm, possibly as a 
result of greater scarcity; and also as other 
policies that make farmland attractive – 
such as beneficial inheritance tax legislation 
– remain an anchor. 
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The views expressed above are those 
of the author and/or Strutt & Parker 
and do not represent the opinion of 
Cazenove Capital.



Music has always dominated Elise Becket Smith’s 

life. Her particular passion is to hear music 

performed today as it would have sounded to its 

earliest audiences – in the age of its composer.  

For over three decades she has played a large part 

in the growth and success of this “historically 

informed” movement within the sphere of 

classical music. Perhaps her most striking 

achievement has been the building of 

an extraordinary collection of period 

instruments, the Becket Collection, 

which brings unique listening 

experiences to audiences 

around the world – and is 

furthering the careers  

of generations of 

talented artists.

...turn to page 34
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 “When members 
of an orchestra  
tell me they’ve  
played on a  
Becket instrument – 
that’s my reward” 

E
lise Becket Smith’s passion for music played 
on period instruments – now referred to as 
"historically informed performance" – grew 
in the 1980s through her inolvement with the 

Orchestra of the Age of Enlightenment, of which she 
was a director from 1987 to 2010.

"The idea of performing on period instruments was 
then just gaining momentum," she says. "It started out 
as a group of players who wanted to hear the music 
of Mozart and Handel the way it sounded for the 
composers themselves."

Both performers and audiences rapidly warmed to 
the very different sounds these original instruments 
produced (see box, right). "A trumpet in Handel's time 
had no valves," Elise explains, "and a Mozartian flute 
was made of wood, not metal, and had no keys."

During the 1990s Elise realised the provision of 
instruments was a difficulty – and an area where she felt 
she could help. 

"Starting an instrument collection with the aim of 
building an entire orchestra of period instruments 
seemed natural," she says. With the resources of an 
unexpected legacy and a contribution from the Smith 
family foundation, she went to work.

The problem of finding a partner and collaborator
“Once I’d developed the idea, I needed an expert partner 
I could trust. I didn’t have the knowledge. I knew I 
needed help, and so I went looking.”

You might expect institutions to leap at the offer of 

funding in their area, but in fact that didn’t happen.
“I wrote a letter to the Royal Academy, the Royal 

College of Music and the Guildhall School of Music, 
setting out what I hoped to do,” she says. “I never 
received a reply from the Royal College, and the 
Guildhall School was less than enthusiastic. But Curtis 
Price [principal of the Royal Academy of Music from 
1995 to 2008] rang me up and said: ‘Let's have lunch!’.”

The Academy helped Elise’s project grow and 
flourish. With David Rattray, the Academy’s Instrument 
Curator and a noted violin maker and restorer himself,  
she was able to embark on the process of identifying 
suitable original instruments – or commissioning 
painstaking reproductions – and drawing them together 
in what would become a uniquely comprehensive and 
special collection. She eventually gave the collection – 
comprising 25 classical-period stringed instruments 
and a complete orchestral set of woodwind, brass and 
percussion – to the Royal Academy of Music in 2012.

“I had concerns, of course, such as whether or 
not the Royal Academy of Music would be able to 
take full advantage of what ought to be a great asset. 
The reassurances I received at the outset gave me 
confidence, and I was never disappointed.”

There were practical challenges in both finding the 
instruments and then, as the collection grew, in their use. 
“I knew the Academy would look after the instruments 
beautifully, and over time the arrangements for their use 
developed," she says.

Today, a student might approach the curator, with 

ME and
my passion
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Elise Becket Smith OBE, 
left, pictured with her 
husband Sir Martin Smith. 
On page 33 and 34, an 
English violino piccolo 
made in 1725 by John 
Barrett, now part of the 
Becket Collection at the 
Royal Academy of Music* 
and regularly used in 
performances.
Simon Rattle, below, 
conducts the Orchestra of 
the Age of Enlightenment 
in Cologne. The orchestra, 
where Elise served as 
director for more than 
20 years, performs using 
period instruments

*Images reproduced 
with permission from the 
Royal Academy of Music, 
London

the support of the director of historically informed 
performance, and agree to borrow an instrument for a 
period. The student would typically contribute toward 
insurance. The instruments – the oldest of which 
dates to the 1600s – are not limited to use of students 
of the Academy. During their time within the Becket 
Collection, many have passed through the hands of 
some of the world's most distinguished performers.

Learning along the way
When Elise conceived of the project, she initially 
decided to try to source British-made period 
instruments because she hoped this would attract 
further funding from heritage sources. In fact, she 
stumbled into the discovery that London in the 1700s 
was a major centre for the manufacture of stringed 
instruments – and that their quality was exceptional. 
“We lifted the lid on British eighteenth century violin-
making,” she explains, “and got some real bargains.” 

“What’s in it for me?”
What motivates a benefactor, and what do they seek 
from their giving?

“I wanted involvement, both with the process and 
with the musicians who benefited," Elise says. "And 
I think this was important – just handing over the 
money would not have achieved the same result. I am 
not interested in having my name attached to things, so 

using my maiden name seemed a good solution.”
Elise, who has many commitments in the field of 

music, including presidency of the Tetbury Music 
Festival, says: "My greatest reward comes when I 
attend a  rehearsal of a period orchestra and ask how 
many of the players have ever used a Becket collection 
instrument – there are always hands waving in the air."

 “With period 
instruments the 
textures of the music 
are clearer. It’s a 
more subtle sound”

HISTORICALLY INFORMED 
PERFORMANCE: WHAT YOU'LL HEAR

"Instruments changed in the nineteenth century 
when musical performances moved out of the 
salons and into concert halls," Elise explains.  
"This meant there was a requirement for more 
volume.If you listen to a piece played on period 
instruments you’ll hear distinct differences. Take 
the overture to Wagner’s Rheingold, for example. 
Modern interpretations, on modern instruments, 
tend to involve large orchestras producing massed 
noise. On period instruments the textures are 
clearer. The same is true with eighteenth century 
music such as Handel. If you’re listening to an 
historically informed performance it is a much 
cleaner and more subtle sound – an entirely 
different experience."



36

PHILANTHROPY EDITION

Autumn 2019 dialogue

G
iving is important to all of us 
at Cazenove Capital and the 
wider Schroders group. In 
the UK, 29% of staff give to 

charity through Give As You Earn. Last 
year, this raised £670,000 – and the top 
five beneficiary charities were Cancer 
Research, the NSPCC, Oxfam, Macmillan 
and the RSPCA. 

Schroders generously matches funds 
given by employees. This applies to Give 
as You Earn contributions as well as other 
donations – such as the significant sums of 
money raised through sponsored activities. 
Last year, this employee-matching resulted 
in donations of £2.1 million to charities 
around the world. Employees can also take 
up to 15 hours paid leave per year to engage 
in volunteering.

In other aspects of everyday business 
Schroders supports many of the social and 
environmental causes that are the ultimate 
goal of so much philanthropy. 

Making it count
We know giving is important to our clients. It's important to us, too 

– both at the level of individual staff and the business itself

We have a supplier code of conduct, for 
example, which sets out the high standards 
we expect from our suppliers, covering 
areas including sourcing and employment.  
We also aim to minimise the impact that 
our business has on the environment. We 
currently source over 70% of our electricity 
supply from renewable sources and are 
aiming for 100% by 2025. 

Earlier this year, we commissioned 
a striking installation designed to raise 
awareness of plastic pollution in our  
oceans. The four turtle replicas on display 
outside our headquarters were created 
using plastic waste earmarked for recycling 
in our offices. 

This is a message London workers need 
to hear: the average worker in the Square 
Mile uses over 1,000 pieces of single-
use plastic per year – just while at work. 
Employees helped to raise over £4,000 for 
the charity Plastic Oceans UK, which will  
go towards educational programmes.

One recent charitable endeavour has 
captured the imagination of staff and 
friends: Andrew Ross, Vice Chairman, 
Wealth Management, completed a 20-day 
cycle from the UK to Corfu to raise money 
for Alzheimer's Research UK. Andrew and 
his fellow cyclists raised over £170,000 for 
equipment for research into Alzheimer’s 
disease at Cambridge University.  

Turtles are among the species  
at risk of ocean plastic. 
Above, the installation outside  
1 London Wall Place and  
Andrew Ross, who cycled from 
the south of England to Corfu



Cazenove Capital is proud to have won a number of industry awards this year.  

These recognise the high quality of our advice, our overall levels of service and 

performance and our commitment to creating a diverse and supportive working 

environment for our staff

Total Wealth Solutions – High Net Worth | PAM Awards, 2019

Postive Impact | PAM Awards, 2019

Private Client Asset Manager of the Year | Citywealth Magic Circle Awards, 2019

Charity Investment Manager of the Year | Citywealth Magic Circle Awards, 2019

Company of the Year – Female Leadership | Citywealth Powerwomen Awards, 2019
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1 London Wall Place  
London, EC2Y 5AU  
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01244 402 740
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Oxford
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Guernsey
PO Box 334  
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St Peter Port, Guernsey, GY1 3UF 
01481 703 700 
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PO Box 421, 3rd Floor 
40 Esplanade, St Helier 
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01534 848 200
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+350 200 77760 
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Germany 
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Central 2, 8001 Zürich  
Postfach, 8021 Zürich  
Schweiz  
+41 (0)44 250 11 11
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Hong Kong
Level 33, Two Pacific Place  
88 Queensway  
Hong Kong 
+(852) 2843 7850 

Singapore
138 Market Street  
23-02 CapitaGreen Singapore, 048946 
+65 6800 7100



Past performance is not a guide to future performance. You should remember that investors may not get back the amount originally invested as the value of investments, and the 
income from them, can go down as well as up and is not guaranteed. Exchange rate changes may cause the value of overseas investments to rise or fall. 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. Opinions stated are matters of judgement, which may change, 
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Cazenove Capital has to its customers under the Financial Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. Statements concerning 
taxation are based on our understanding of the taxation law in force at the time of publication. The levels and basis of, and reliefs from, taxation may change. You should obtain 
professional advice on taxation where appropriate before proceeding with any investment. FTSE International Limited (FTSE). FTSE is a trademark of the London Stock Exchange 
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