
 
 
The case for diversification 
When we are advising clients, we always ask about 
what they are looking to achieve with their funds, the 
timescale over which they are working and their 
attitude to risk. We then recommend that they spread 
their funds across a range of investments. 

Knowing what our clients want, and then offering 
bespoke advice means that we can ensure that clients 
are not exposed to unnecessary risk or loss as a result 
of a single event, or the underperformance of a single 
fund or investment. 

The value of this approach can be seen in the light of 
the recent publicity about the difficulties at the LF 
Woodford Equity Income Fund (WEIF), managed by Neil 
Woodford. 

It has been a turbulent time for this once star manager 
and it is by no means over. The fund has seen a wave of 
redemptions as investors have grown frustrated with 
poor performance, exacerbated by significant 
institutional investors seeking to withdraw from the 
fund. 

Dealing in WEIF was suspended on 3 June which means 
that anyone invested in the fund is not currently able 
not be able to sell. 

WEIF is an open-ended fund, so unless new investment 
exceeds redemptions assets need to be sold to pay for 
the redemptions. As the fund holds a relatively large 
proportion of unquoted investments which are not as 
easy to sell, this will take time. 

The suspension has been done to protect investors and 
give the manager that time to reorganise the portfolio 
so that more liquid investments are held and the 
redemptions can be made with as little effect on the 
remaining investors. 

Concern has also now extended to the Woodford 
Patient Capital (WPCT) investment trust, with the share 
price falling nearly 15% to 66p. This is partly because 

some of the holdings are the same as those in WEIF, 
and their values may be negatively affected if they are 
sold off by WEIF, which also owns 9% of WPCT. 

Suspension of a fund is a rare event, and the decision 
will not have been taken lightly but if an investor has a 
significant part of their portfolio in the affected fund 
then it could have serious implications for them. 

We do have clients with holdings in WEIF as part of their 
portfolio, and we will be contacting those clients to 
advise them in their own particular circumstances. If 
you believe you may have holdings in WEIF or WCPT 
and you haven’t heard from us, then please do contact 
us so that we can look into this for you. 

When will the suspension be lifted? 
It is not possible to say when dealing in the fund will 
resume although the fund manager has promised to 
keep holders informed (see the attached letter from 
the fund manager to investors in WEIF). We do know 
that a review must happen every 28 days. 

 

What should investors do once the suspension is 
lifted? 
While investors in the income fund have no choice but 
to wait for the suspension to be lifted, this does raise 
the question of what should be done once the 
suspension is lifted. 

In our opinion, this type of fund is only suitable for long 
term investors, so our advice is to review the new 
portfolio, once the reconstruction has been completed, 
and then to make a decision about whether to hold or 
exit the fund, in the light of your specific circumstances 
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and goals. We will contact affected clients again at that 
time to help with that review and to make any portfolio 
adjustments which are then felt appropriate. 

It serves as a reminder that all investors should take 
time to revisit all of their investments on a regular basis, 
to make sure they remain comfortable with the 
underlying portfolios and the individual funds they 
hold. We aim to do this for all clients at least once a 
year, and we will contact you to arrange this, but if you 
would prefer to have a review now, please contact 
Louise Dalton at louised@cansdales.co.uk or 01494 
765428 to arrange an appointment. 

Patience is a virtue… 
As already mentioned, it is important to that your 
portfolio is diversified, with your investment spread 
across a number of “baskets”. It is also important to 
take a balanced view of events, in the light of your long-
term goals, rather than make a knee-jerk reaction. 

 
Often the wrong reaction is to ‘jump ship’ or to make a 
decision in haste without looking at the bigger picture. 
This is more likely to crystallise a fund loss as a forced 
seller and mean that you get back much less than 
expected, or than what might be achievable from a 
more considered response. 

A classic investor mistake is to buy high and sell low, 
and those who sell their holdings in WEIF immediately 
the suspension is lifted may make this mistake as there 
are good reasons to believe the fund could recover 
given time. 

Funds managed by Neil Woodford have historically 
performed well, and differently to indices and funds 
managed by his peers because of his investment style. 
There is nothing in the current economic climate which 
suggests that his contrarian approach will not be 
successful again in future. 

He looks to invest in areas that are not necessarily 
fashionable at the time but which look to have the 
potential to recover after periods of under-
performance. He is also, to a certain extent, a value 
investor – an investment style that has been out of 
favour for a number of years, but which could be set for 
a return. 

These types of fund are only suitable If you can hold 
them for the longer term - five to 10 years - and feel 
comfortable with periods of volatility. For the correct 
risk appetite, long-term investment horizon and 
willingness to add a contrarian aspect to a large, well-
diversified portfolio, then WEIF or similar funds could 
be for you, as they offer exposure to a basket of 
securities that could produce outstanding returns given 
the right catalyst.  

The moral of the story... 
The moral of the story is to remember that very few 
investments will deliver good returns all the time, so a 
well-balanced portfolio, appropriate to individual 
circumstances is essential. 

For those who are comfortable with risk investments – 
such as funds focused on equities and bonds, whether 
liquid or illiquid – and can afford to wait for the returns, 
the rewards could be substantial, but so could the loss 
if access was needed at short notice rather than as part 
of a planned investment strategy. 

So don't follow the herd and make the mistake that 
investors keep making, but talk to us about how we can 
help you to have a portfolio which is right for you and 
your aspirations, and which can be tailored over time 
to achieve those aspirations by maximising your returns 
at minimal risk to your capital. 

 


