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Introduction
After the trials and 
tribulations of Covid 
19 you would have 
expected that all 
superlatives had been 
exhausted. However, 
2022 has written its own 
very unique chapter 
in history in human, 
economic and political 
terms. 

Let’s cast our mind back to December 2021. The 
Bank of England had recently voted by 8-1 to raise 
UK rates to a meagre 0.25%, and ten-year gilt yields 
showing the likely path for UK interest rates were 
hovering around a very comfortable +0.9% per 
annum. Whilst we did not anticipate 2022 to be an 
easy year nor did we expect such turmoil in world 
events. The Bank of England through their November 
Monetary Policy Report were pointing towards a 
positive outlook in the near term. There was some 
concern over the latest Covid Omicron variant but 
at the time the most recent uptick in inflation to 5% 
was expected to “dissipate over time” as the energy 
market rebalanced. Inflation was expected to peak at 
6% by April 2022 largely due to the lagged impact of 
utility bills and the removal of the energy price cap. 
The FTSE 100 index held at 7,200 on 15th December 
after several years of underperforming the S&P 500 
which stood at 4,600 after a year when the index was 
up+30%. All looked reasonably positive accepting no 
two years are ever the same.

Wind the clock forward six months and UK interest 
rates are now +1.25% after a succession of rises, the 
ten-year gilt yield breached 2.5% only weeks ago and 
the S&P 500 in Dollar terms has lost -20% this year. 
The share prices of Amazon is -30% and Apple and 

Microsoft in line with the index -20% too. In addition, 
the normal “safe haven” from the government bond 
market, gilts, is also -15% in capital terms too. The 
Bank of England has reversed any positive messages 
in favour of a period of economic challenges to the 
UK, probably a little too late for the reality. Our own 
Governor of the Bank of England in his most recent 
Financial Stability Report blames the sharp rise in 
food and energy squarely on Russia’s illegal invasion 
and highlights the growing burden on households 
through this economic shock. Inflation in the UK, 
rather than peaking at 6% in April, has carried on 
rising through 9%, not helped by the shortage of 
energy and the hiked cost of anything related to 
this. And sadly, the appalling war in Ukraine has only 
exacerbated the negative backdrop through the 
human misery we are watching every day.

Despite all this, our role as investment advisers is 
to provide guidance and reassurance through both 
good and bad periods. Whilst a US stock market 
return of some 7% annualized over the last 20 years 
is a statistic that economists like to use, what is 
arguably even more significant here is the impact 
of missing out on the top ten days of markets 
in that 20 year cycle which would have reduced 
your annualized return to just over 3% - quite 
extraordinary when you consider such a lengthy 
timescale.

Alex writes in depth about the world as we see it and 
we believe the opportunities are there for certain 
sectors to benefit from where the world is now 
despite the continuous flow of negative reporting 
from the likes of the BBC. Our role is to look 
through the short-term noise and focus on longer 
term opportunities for our clients. That is what our 
experienced team will continue to do. Things will 
improve, we will have to be patient.

Richard Whitehead
Chief Executive
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House View
In order to reflect the 
impact of the aggressive 
monetary tightening 
by the US Federal 
Reserve and squeezed 
consumer spending 
resulting from higher 
commodity prices, 
we modestly reduced 
overall equity allocations 
following the market 
bounce-back in May. In 
this environment, we 

continue to benefit from our longstanding emphasis 
on balance sheet strength and tilt towards less 
expensive areas of equity markets, and, within fixed 
income, we retain minimal exposure to the lowest 
quality corporate issuers that are most at risk from a 
slowing economy.

Whilst the near-term outlook is not without its 
challenges and we have adjusted portfolios to reflect 
this, we are optimistic on the long-term opportunities 
available across large swathes of markets. This is 
particularly the case for markets which are out of the 
limelight such as developed market small & mid cap 
stocks, Japan & Emerging Markets, where valuations 
are below historical averages following a decade of 
tepid investor flows, and balance sheets remaining 
strong. The opportunity in the bond market is 
also better than it has been for some time, with 
prospective yields on even generally lower risk areas, 
such as investment grade, now yielding over 4%. 

Monetary policy
The path of inflation and growth will be key in 
determining Central Bank policy over the coming 
year, most notably whether the US Federal Funds 
rate reaches 3.5% by the end of the year as is 
currently projected. Notably, energy and food price 
inflation, which has been exacerbated by the Russian 
invasion of Ukraine and remains the wildcard for 
markets given its dependence on supply-driven 

factors, has the potential to force the Federal 
Reserve to continue to tighten policy quicker than 
they would like. It is this risk which led us to modestly 
reduce equity weightings in May, with this threat to 
equity markets re-confirmed in June’s meeting of the 
Federal Open Markets Committee (FOMC) which saw 
the Committee raise the Fed Funds rate by 75 basis 
points and guide to similar moves in their upcoming 
meetings in July and September. 

We are prepared should interest rates continue to 
move up as quickly as markets currently expect and 
we have long expected this decade to have more 
inflationary pressure than the 2010-2019 period. 
However, we think that it is likely that a combination 
of weaker economic data, and a modest decline in 
inflation (albeit with inflation likely to remain above 
the 2% target for a sustained period of time), will 
eventually force the Federal Reserve to slow their 
pace of rate hikes over the second half of this year. 
Notably, our third party macroeconomics research 
provider Pantheon Macro are confident that core 
inflation (which excludes food and energy) will 
moderate over the next six months, as business 
profit margins revert back to more normal levels 
and the extremely high level growth in housing rents 
starts to slow. 

Although inflation declining from its current elevated 
level and moving closer to their target would give 
the Federal Reserve greater flexibility, the biggest 
fundamental constraint we see for the Federal 
Reserve (and their counterparts at the Bank of 
England and the European Central Bank for that 
matter) when raising interest rates at the pace 
currently projected is debt levels. In particular, with 
US private and government debt to GDP of c.230% 
and 120% respectively, an interest rate increase 
of 350 basis points combined with balance sheet 
reduction (known as Quantitative Tightening) is 
expected to have the impact of a further 250 bps 
of rate hikes over the course of the next year and a 
half, and will act as a significant burden on growth at 
a time when consumers are seeing their disposable 
income fall due to higher fuel and energy costs. 

Alexander George, CFA
Associate Director 
of Research
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Furthermore, we remain sceptical that large sectors 
for the economy, such as property and Private Equity 
will remain resilient in the face of significantly higher 
interest rates. Activity is already weakening across 
the previously buoyant property market as the 30 
year mortgage rate recently moved above 6% which 

is more than double its level at the start of last year, 
whilst leverage ratios are over 6x on many Private 
Equity buyout deals and valuations remain elevated 
owing to too much capital chasing too few attractive 
opportunities. 

High levels of 
US Government 
and Private 
Sector debt are 
a significant 
constraint on US 
Federal Reserve 
policy 

Source: Tradingeconomics.com   OECD

Source: Tradingeconomics.com  Office of Management and Budget, The White House
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The above headwinds are somewhat offset against 
the fact that household savings remain at elevated 
levels following the cash handouts and forced saving 
during the pandemic, and this will help support 
consumer spending this year. However, we do 
note that American households in particular have 

increased their exposure to equity markets (and to 
a far lesser extent crypto assets) over the last five 
years, and the declines in value here over the last six 
months will likely further dent household confidence 
and put households off spending pent up reserves. 

Leverage for 
PE-backed 
deals reached 
a new record 
in 2021

The equity 
allocation of the US 
household sector 
had increased 
significantly prior 
to this year’s 
sell off, which 
will magnify the 
impact of declining 
equity markets 
on household 
confidence

Source: Bloomberg

Source: Flow of Funds. J.P. Morgan
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Yields on 
investment 
grade corporate 
bonds have 
increased 
significantly, 
making this area 
attractive from 
here

Source: Refinitiv Datastream

Against this backdrop, we have been gently 
increasing exposure to assets which would benefit 
most from the market coming to the realisation that 
full normalisation of monetary policy by the Federal 
Reserve is unlikely, and that the Federal Reserve 
faces similar constraints as other Central Banks, 
such as the Bank of England (BoE), who have already 
outlined their concerns regarding raising interest 
rates too aggressively given the prevailing backdrop 
of high debt levels and weak economic growth. 

In addition to the reasonable quality, lowly valued 
areas of equity markets which we already have 
exposure to, we believe reasonably valued, high 
quality stocks which are able to deliver solid levels of 
organic profit growth will see investor capital return 
in earnest once the market is comfortable that the 
peak in Central Bank interest rate increases has 
passed. Furthermore, we believe alternative stores 
of value such as gold and silver, which performed so 
well in the 1970s inflationary period, stand to benefit 
from investor capital flows once the Federal Reserve 
slow their pace of rate hikes. 

The US Dollar
The risk-off market conditions of this year, and the 
prospect of significantly higher US interest rates, 
have pushed the Dollar up to multi-year highs, and 
we have benefitted from this through our significant 
exposure to the currency across portfolios. However, 
looking to the longer-term outlook, we expect that 

the Dollar will eventually weaken from its current 
elevated level, not least because the present position 
– with the US running large twin current account and 
fiscal deficits, along with high overall debt levels – is 
not conducive to an ever-appreciating currency. 

Fixed Income
This year’s painful declines in the bond market – 
with government bond yields higher as a result 
of inflation concerns, and a widening of credit 
spreads – makes the backdrop for fixed income 
investors significantly different than it was heading 
into the year. In particular, we are seeing increasing 
opportunities within Investment Grade corporate 
bonds, where bonds issued by good quality 
corporates are now trading at yields of over 4% and 
we will likely be increasing exposure to this area over 
coming months. We do however remain cautious on 
lower quality credit, and have low levels of exposure 
to sub-Investment Grade bonds where debt loads 
are high and bond prices are likely to remain highly 
correlated with movements in equity indices. 

Diversified Strategic Bond funds have been hit hard 
due to their broad based nature - with their holdings 
across government, investment grade and High Yield 
all seeing declines in value. Yields however have 
increased significantly across these funds, with the 
likes of Jupiter Strategic Bond yielding around 7.5% 
having suffered painful drawdowns this year. 

2013 2014 2015 2016 2017 2018 2019 2020 2021
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Equities 
Within equities our emphasis remains on being 
invested in companies with solid balance sheets 
which can handle a rising cost of funding, and will 
emerge from this period with strong positions within 
their respective industries. When assessing the risks 
faced by our equity allocation, it is notable that debt 
levels have not risen significantly across listed equity 
markets over the last decade, with most of the debt 
build up taking place outside of public markets in 
Private Equity & Debt strategies (to which we have 
no direct exposure). In fact, many of our underlying 
companies have net cash positions, which means 
that they actually stand to benefit during periods of 
rising interest rates, with their solid financial position 
allowing them to acquire more heavily indebted 
competitors at discounted valuations should the 
opportunity occur. 

UK
Within the UK market, small and mid-cap stocks 
have been hit particularly hard this year, in most 
cases regardless of the operational performance 
of businesses which have remained solid with 
companies generally reporting strong demand for 
their products or services. In this space valuations 
are now well below historical averages, and are 
indicative of strong future returns. The franchise 
value of many of these stocks is demonstrated by the 
steady stream of bids for UK listed companies over 
recent years, with this most recent quarter seeing 
Emis, Homeserve and Euromoney – all of which are 
held by our favoured UK small and mid-cap funds - 
all seeing acquisition bids at significant premiums to 
their prevailing share prices.

US 
We continued to top up exposure to high quality 
technology companies over the quarter, with an 
emphasis on the best companies in the sector where 
valuations have declined to more reasonable levels, 
and balance sheets are exceptionally strong. Whilst 
the likes of Apple and Microsoft will see slowing 
profit growth should the global economic slowdown 
continue, their valuations have declined to reflect 
this, with the forward P/E on both declining to 22x 
and 25x respectively from the mid-30s 18 months 
ago. Both remain highly profitable businesses 
– having generated over $100bn and $70bn in 
profit over the last year respectively – whilst their 
increasing emphasis on subscription based business 
models should help bolster their resiliency during a 
more challenging economic environment. 

Notably, the market sell-off created the opportunity 
to invest in an investment trust – Polar Capital 
Technology - which has significant holdings in these 
two businesses, at a significant discount to the trust’s 
net asset value. Importantly, the trust has no private 
company exposure, which we believe to be beneficial 
from a risk perspective as unlisted venture capital 
investments are likely to experience significant write-
downs in value over coming years in order to reflect 
declines across public equity markets. 

Global equity strategies
Across our global equity strategies our strong tilt 
towards more lowly valued areas of the equity 
market has served us well, with the more defensive 
Fidelity Global Dividend fund allied with the more 
cyclically exposed Jupiter Global Value and R&M 
Global Recovery. We trimmed exposure to the latter 
area in May, reflective of the strong outperformance 
of cyclical value this year and the growing risk of a 
sharp slowdown in global growth. 

Fidelity Global Dividend’s emphasis on reasonably 
valued, steady businesses such as Procter & Gamble, 
Roche and Unilever, has been particularly beneficial 
when compared to the average global equity fund, 
as many of its competitors have been caught in very 
expensive stocks which have struggled mightily this 
year.
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Our more cyclically oriented funds have been 
increasing holdings in a number of companies, 
which they believe have been unfairly punished in 
this year’s sell-off. One area which our managers 
have been adding to is consumer-facing businesses 
where share prices have declined significantly due 
to fears over a potential recession, and markets are 
potentially under-estimating the resiliency many of 
these companies possess due to their balance sheet 
strength. 

Europe
We continue to see attractive long-term 
opportunities within European equities. This 
is particularly the case given the region’s large 
number of companies that are at the forefront of 
the transition to a less carbon intensive economy, 
with these businesses set to benefit from less 
competition from low cost Asian competitors with 
more carbon intensive production methods following 
the imminent introduction of the EU’s Carbon 
Border Adjustment Mechanism. One such example 
is bottling company Verallia, which grew revenue 
25% year-on-year over the first quarter, driven by a 
combination of higher volumes and price increases. 
Despite the company seeing strong structural 
demand growth as consumers transition away from 
using plastic bottles, the company’s share price has 
declined over 20% this year.

Japan
Whilst the very strong balance sheets of corporate 
Japan – with many companies having net cash 
positions – were largely a hindrance during the 
bull market of the 2010s when the cost of capital 
was declining, it may prove to be a key source of 
support over coming years as these companies are 
less impacted by rising interest rates, and have no 
need to tap debt markets. We see the opportunity 
in well-capitalised, reasonable quality small and 
mid-cap stocks to be particularly attractive, given 
improving corporate governance – with companies 
paying increased dividends and stepping up share 
buybacks – at a time when the domestic economy 
is finally re-opening following COVID-induced 
shutdowns. This is demonstrated by 13 companies 
held in our favoured Japan fund – Polar Japan Value 
- announcing share buybacks so far this year, with 
many of these businesses doing so for the first time 
in over a decade.

Source:  Nomura, based on data disclosed by each company. 605360 
 Schroders
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Emerging Markets
Emerging Markets, excluding China, have 
experienced far lower levels of capital inflows over 
the last decade, which has depressed sentiment and 
equity market returns. In addition to reducing equity 
valuation multiples – and currency values – across 
Emerging Markets which has resulted from these 
capital outflows, the challenging environment has 
forced corporates to be more financially prudent 
than most of their western peers. Our manager 
in this space has been able to benefit from the 
rebound in energy and mining stocks across 
Emerging Markets, with the managers’ longstanding 
overweight to these sectors standing in stark 
contrast to much of its peer group. 

Commodities
We believe gold and silver appear well placed to 
benefit should inflation remain above Central Bank 
targets over the coming decade, particularly given 
the constraints facing policymakers in bringing 
interest rates much above the prevailing rate of 
inflation and the likelihood that governments will 
continue to run large budget deficits for many 
years to come. The opportunity appears particularly 
attractive in mining stocks and physical silver, which 
have declined far more in value than our existing 
holding in physical gold. 

Supply dynamics across the energy sector remain 
supportive, and we are yet to see a strong rebound 
in global oil production, despite the rally in oil prices 
to over $100 per barrel. Many of our underlying 
managers retain holdings in the large oil & gas 
companies, with the likes of Shell also benefitting 
from their significant exposure to natural gas 
production which will likely be much in demand 
come this winter. 

Property
The quarter saw a significant decline in share prices 
across the popular logistics REITs, with the premium 
to NAV on the likes of Tritax Big Box REIT, which own 
warehouses for online retailers such as Amazon, 
seeing its share price decline over 20% amidst 
greater market concern over growth projections 
for online retail. Our holding in BCPT, which trades 
on a far more modest valuation and has a more 
diversified portfolio of properties, saw its share price 
decline 4%. 

Closing thoughts
With market volatility at elevated levels, we continue 
to act dynamically when appropriate to prepare 
portfolios for the next stage of the market cycle, 
with a particular emphasis on increasing exposure 
to good quality assets which have been sold down 
amidst this year’s turbulent market environment.
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Market 
Commentary - 
Q2 2022

US
In their June meeting the 
Federal Reserve’s FOMC 
raised the Federal Funds 
rate by 75 basis points 
to a range of 1.5%-
1.75%, and signalled 
that further hikes of this 
magnitude were likely in 
their next two meetings. 
In the weeks prior to 

the meeting the market had expected a smaller hike 
of 50 basis points, but the strong inflation figures 
in the run-up to the meeting – with the Consumer 
Price Index increasing 8.6% year-on-year in the 12 
months to the end of May – evidently pushed the 
Committee to act more decisively. Whilst the inflation 
figures have remained elevated and labour market 
data generally positive, some other economic data 
showed signs of weakness, with retail sales and 
housing stats in particular coming in well below 
expectations. 

US stocks declined for the second consecutive 
quarter, with the declines led by the highest 
valuation stocks, particularly loss making companies. 
The environment was demonstrated by the losses of 
high profile growth funds, such as the Baillie Gifford 
Scottish Mortgage Investment Trust which lost a 
further 30%. The S&P 500 as a whole ended the 
quarter down 16.5% in local currency terms. 

UK
The Bank of England raised the base rate by 25 
basis points twice over the quarter, with the second 
move bringing the base rate up to 1.25% in their 
June meeting. Notably in a surprise to markets, the 
Governor of the Bank noted that more aggressive 
hikes may be required over the coming months, 
although this did somewhat contradict the MPC’s 
previous comments regarding the potential negative 
impact on economic growth of raising interest rates 
too significantly, given the likely knock-on effect on 
the housing market and consumer confidence. 

UK inflation is expected to peak after the US, with the 
second stage of the increase in energy tariffs taking 
place in October, which is expected to push the CPI 
figures up to 11% year-on-year. Gilt yields moved 
significantly higher over the period, with the yield on 
the 10 year Gilt increasing 63 bps to end the quarter 
at 2.24%. Having been one of the best performing 
global markets year-to-date, the UK large-cap index 
pulled back over June, as weakness in commodity 
stocks brought down index returns. MSCI UK All-
Cap ended the quarter down 5.5% in capital return 
terms. 

Alexander George, CFA
Associate Director 
of Research
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EU
Inflation across the Eurozone continued to come 
in above economist expectations over the quarter, 
as energy prices across the currency bloc moved 
dramatically from their levels 12 months ago. The 
European Central Bank (ECB) are expected to raise 
the base rate by 100 basis points in total this year, to 
reach 0.6% by the end of the year, and also to wind 
down their Quantitative Easing programme. Despite 
this, the recent increase in government bond yields 
across the periphery of the Eurozone – particularly 
Italy – creates an additional headache for the Central 
Bank in ensuring no member country succumbs to 
excessively high debt repayments. MSCI Europe ex-
UK ended the quarter down 11.8% in local currency 
terms. 

Asia
China is edging closer to the end of its “zero COVID” 
policy, as the costs of frequent lockdowns look 
increasingly larger than the benefits of such a 
stringent policy, although most managers we speak 
to believe an official end to the policy won’t come 
until President Xi is officially re-elected for his third 
term later this year. The government have continued 
to announce modest further stimulus measures, 
including a tax rebate for certain industries and 
an extension of increased social welfare benefits, 
whilst Shanghai’s government opened the door for 
manufacturers to re-start operations at the start of 
June. MSCI China H ended the month down 1.9% 

The Bank of Japan are wary of reinforcing the 
deflationary mind-set of households and corporates 
alike, and have diverged from the policy stance of 
the US Federal Reserve and ECB by maintaining their 
easing stance. Headline inflation in Japan remains 
well below levels in the US and Europe, with energy 
and food the only significant contributors to the 
most recent CPI figures which showed a 2.5% year-
on-year increase in price levels in the 12 months to 
the end of May. MSCI Japan ended the quarter down 
4.6% in capital return terms. 
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The M&G Global 
Emerging Markets 
strategy, held across 
mid and higher risk 
strategies has had an 
extremely resilient 2022 
despite global market 
volatility. The strategy’s 
emphasis on future 
profitability contingent 

on valuation has held performance in good stead, 
as has the fund’s overweight positions across more 
cyclical areas of the market such as Energy. 

Contrary to history, Emerging Markets over the past 
two years have led Developed Markets (DM) from a 
monetary policy perspective. Whilst we witnessed 
interest rates drop to rock bottom levels across 
western economies in recent years, alongside 
considerable QE (Quantitative Easing) programmes, 
which eventually helped spur economic activity 
and stimulate demand, most Emerging Markets 
have instead seen hiking rates to quell inflationary 
pressures, whilst providing sufficient room to ease 
monetary policy in the future. Below highlights some 
of the disparity across EM monetary policy relative to 
DM’s over the past year:

Michael Bourke

Launch Date: 05/02/2009

Strategy Assets: £505m (31/05/22)

Asset Class: Emerging Markets Equities

Manager: Michael Bourke

Joe Healey
Investment Analyst

Fund Spotlight - 
M&G Global 
Emerging 
Markets
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Alongside this differing monetary policy backdrop, 
EM remains cheap from both an equity and currency 
valuation perspective and broadly underappreciated 
by the market. Despite this, forward looking 
fundamentals remain reasonable with many 
companies having improved cash-flow generation 
and balance sheet strength. This disconnect in 
our view represents an attractive longer-term 
opportunity.

The strategy is designed to place less emphasis on 
top-line revenue growth which can sometimes lean 
towards companies trading on elevated valuations 
which the team prefer to avoid. Instead they prefer 
to focus on quality characteristics such as companies 
exhibiting improving returns on capital or companies 
where the team feel high returns will be sustained 
moving forward. This valuation discipline naturally 
leans the fund away from areas exhibiting higher 

relative valuations or areas which arguably have 
lower recovery potential such as Healthcare & 
Consumer Staples. 

Putting this into practice, the notable selloff 
witnessed in Chinese technology this year has 
opened up opportunities to gain exposure to growth 
businesses at much more attractive valuations, 
which the strategy has been taking full advantage 
off. Having been underweight China heading into 
the year due to concerns over valuation, the strategy 
is now marginally overweight in the region having 
added to names such as Alibaba and Baidu more 
recently on weakness. As highlighted above, this 
positioning has been beneficial to performance since 
inception owing to the strategies natural value tilt as 
well as avoiding some of the areas that were caught 
up in the regulation crosshairs within China. 

Moving forward, we retain conviction in the strategy 
owing to our confidence in the manager to continue 
allocating to companies demonstrating quality 
characteristics at reasonable valuations. Although 
volatility is likely to remain in the short term owing 
to a strong dollar and recessionary fears as central 

banks globally look to tighten policies, we remain 
optimistic on the prospects for Emerging Markets 
looking past the short term noise given the attractive 
valuation starting point and the longer term 
underlying earnings potential.

  A - M&G - Global Emerging Markets I Inc GBP in GB (23.64%)
  B - MSCI Emerging Markets TR in GB (19.13%)

Data from FE fundinfo 2022
30/06/2017-30/06/2022

*5Yr performance including inception into portfolio
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Clare Hough
Senior Paraplanner

Advice in an 
ever-changing 
world

It wasn’t long ago when 
many people didn’t 
receive any form of 
advice until retirement 
when their guaranteed 
income for life began 
and historically, the onus 
was on employers to 
provide these benefits 
in the form of defined 
benefit or final salary 
pension schemes. 
Since the late 90s, 

these schemes have been scaled back, closed or 
transferred to defined contribution/money purchase 
plans and now we are all more responsible for 
building our future pension pot, whatever that looks 
like. Not only does this involve choosing the right 
wrapper and investing in suitable funds, but also 
navigating various rules and regulations and the 
inevitable changes to those rules.

Since I moved from the retail sector to the advice 
sector in 2003, we have seen ‘pension simplification’ 
and the introduction of the lifetime allowance and 
annual allowance on 6 April 2006 – dubbed A-Day, 
an increase in the minimum retirement age from 50 
to 55 in 2010 - with another increase to 57 due in 
2028, subsequent changes to the annual and lifetime 
allowances and ‘pension freedoms’ in 2015. These 
are only the changes to pension rules!

Historically, financial advice has always been seen as 
the preserve of older, wealthier individuals. However, 
the recent pandemic has given many people the 
chance to reassess their financial future be it 
reconsidering their retirement plans (can they afford 
to retire earlier?), supporting their family should 
something happen or simply dipping their toe into 
investing.

As has been widely reported, many people 
started investing during the pandemic however, 
this was largely into high-risk areas such as 
cryptocurrency and foreign exchange. Based on 
an FCA commissioned survey, during the period 
April to October 2020, 1 million UK investors (6%) 
increased their holdings in or bought high-risk 
investments (source: FCA Consumer Investment: 
Strategy & Feedback Statement). From 1000 people 
aged between 18 and 40 who invested in these 
investments, the research found that many were 
driven by competition between friends or family 
or influenced by hype. Never has the saying “if it 
is too good to be true, it probably is” been more 
appropriate! This is despite 60% of the survey 
group saying they prefer more stable returns than 
investments that rise and fall dramatically. Many 
of those surveyed were not in it for the long haul – 
just one in five were considering holding their most 
recent investment for more than a year and less than 
one in ten for more than five years. Worryingly, the 
majority of cryptocurrency investors (69%) incorrectly 
believed that their investments were regulated by 
the FCA and therefore, did not understand the lack 
of investor protection and the risk to their money 
(source: Opinium FCA survey). Would these investors 
have invested differently had they received the 
appropriate advice especially in relation to risk?
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For many, they have been reliant on social media for 
tips and advice with online accounts and phone apps 
allowing easier access to investments. To date, the 
financial services sector has largely been behind in 
regards to technology. In most cases, gone are the 
days when you only received a half-yearly (or annual) 
valuation, which was probably out of date by the time 
it popped through the letterbox. Today, should you 
choose to, you are able to view your portfolio online 
whenever you want to. 

However, using technology allows more flexible 
financial plans rather than having a static plan that 
is reviewed once a year. For example, we use Voyant 
cash flow software, which enables us to establish a 
‘base plan’ from which we can then model various 
different scenarios with the touch of a few keys. 
Continued communication with clients is crucial 
especially during stressful periods and the pandemic 
led to a rethink about how we retain this contact, 
leading to meetings being held via Zoom during the 
period. The sector is also notoriously paperwork 
heavy and the pandemic has led to the start of a 
move to more paperless transactions allowing us 
to concentrate on other areas, which can only be a 
good thing.

Whilst the industry should embrace technology 
to encourage other ways for individuals to receive 
the appropriate level of advice and to enhance the 
financial planning process, it should remember that 
future planning is still not ‘one size fits all’ and the 
fundamentals of risk management and the use of 
realistic projections to forecast retirement haven’t 
changed. 

We continue to believe that excellent financial 
advice and investment management is provided by 
a thorough understanding of our clients’ individual 
needs, objectives and attitude to risk. 
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