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Welcome to our June 2017 Investment Update

Where now
It has been a year since the UK voted to leave the
European Union. At a time when we need strength,
we have weakness, ending up with a minority
Government, no doubt there may well be more
uncertainty to come.

Inflation
The UK rate is currently 2.90%, up from 2.7% in May
2017. This was driven by cost of games, toys,
holidays abroad, food, clothing and electricity. The
current forecast is for this rate to fall to 2.8% by
2018 and 2.2% by 2020.

UK Economy
ICAEW 2017 current UK economic forecast’s key
findings state that the UK economy has a good
degree of economic momentum, and with some
signs that growth is becoming a little more balanced
across sectors. But uncertainty over the eventual
settlement with the EU seems likely to restrain
investment in 2017, which may affect the pace of
growth in the longer term. With business investment
set to shrink by 1.9% in 2017, the recent rush for
growth among businesses is only sustainable in the
short-term.

The CBI recently quoted the outcome of the June 17
election coupled with the start of BREXIT
negotiations is a serious moment for the UK
economy. Urging the Government to work towards
an economy that works for everyone, whilst seeking
a competitive and open deal for the UK.

Volatility in Investment Markets
Financial markets often undergo rapid, erratic
swings that are neither large in magnitude nor clear
in direction. Such volatility is the tangible expression
of investor uncertainty at a given point in time, and
can be measured, by calculating the magnitude of

asset price fluctuations. So asset managers often use
volatility as a proxy for risk. But that has caused
confusion in the minds of many investors.

While it is true that volatility is a measure of
uncertainty, investors often – and mistakenly – take
it as a red flag. But in financial markets, just as in
daily life, the fact that something moves quickly and
in opposing directions does not necessarily mean it’s
fragile.

That could even be a sign of flexibility and enhanced
resistance to shocks. Life is made up of movement –
just ask Muhammed Ali, Blaise Pascal or any knee
doctor. Nassim Taleb likes to point out that a taxi
driver’s income may be volatile, but at least it won’t
disappear overnight because he’s been fired. By the
same token, a financial asset, market or fund that
exhibits some volatility could turn out to be
extremely robust.

On the other hand, a highly stable financial asset
could suddenly implode or lose its value little by
little, without volatility but with a sure and steady
decline in a couple’s retirement savings.

Granted, volatility in itself is not something to wish
for. Fund managers shouldn’t use “volatility” as a
euphemism for highly erratic returns due to poor
investment decisions or excessive risk-taking. But
neither is volatility something to be feared.

On the contrary, achieving attractive medium-term
returns necessitates putting up with short-term
noise. You can’t expect to make handsome gains in
the long term if you aren’t willing to ride out some
turbulence in the near term.

George Soros warns "The fact is that Brexit is a lose-
lose proposition, harmful both to Britain and the
European Union. It cannot be undone, but people
can change their minds.
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Apparently, this is happening." Soros went on to say
Brexit negotiations would take at least five years to
complete "If all went well, the two parties may want
to remarry even before they have divorced."

Implication for Investment Markets
This is the first time that a member state has elected
to leave the EU since the European economic bloc
was established. It opens up the prospect of
contentious, multi-year negotiations. The UK must
agree upon the terms of separation with its closest
neighbour.

What does this mean for pension reform
Like most others, the pensions industry needs
certainty and currently it seems less likely and the
prospects of a clear and considered approach to
long-term savings seems remote.

Strategically it seems that any reform of pension tax
relief will remain on the Conservative back burner,
though economic circumstances may force it on to
the agenda. Following through on the Cridland
recommendations on State Pension Age and the
proposed abolition of the triple-lock, these now look
difficult and given the severe reaction to the long-
term care funding proposals. It appears that this has
been put on the back burner for now.

Workplace pension - Employer spot checks
The Pensions Regulator (TPR) is to begin work place
pension spot checks and their inspection teams will
be visiting hundreds of businesses across the country
over the coming months to check that staff are being
given the workplace pensions they’re entitled to.

In Summary
During periods of uncertainty such as this, the
importance of holding a diverse portfolio and a
reserve in cash for short term requirements is
advisable. Tailored to the individual’s circumstances
and personal risk tolerance remain good practice.

Remember one of the key to investing is about Time
in the Market and not trying to Time the Market.

From this perspective, we remain confident that our
clients’ investments are well positioned to ride out
any market turbulence.

We can HELP you!
If you wish to review your current investments
please seek advice.

Cansdales Ltd can guide you through complex areas
by providing independent advice and solutions to
many problems. We can also review your existing
arrangements.


