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HUNG OUT TO DRY
The opportunities offered by the events of the General Election have been too good to

miss for many commentators.  Descriptions such as Ant and Dec and Morcambe and

Wise have been regularly used.  I personally can only think of a Cameron/Clegg

partnership as being a perfect name for a firm of undertakers.  Let’s hope that between

them they do not bury the British economy and that the positive words being spoken at

present will see our tentative recovery continue to become more robust.  It is dangerous

to give personal political views, the audience of this document is bound to have

passionate opinions on the outcome of 6th May vote.  The pragmatic view of the writer

is that now is a real opportunity for progress to be made.  

Talking of progress, the practice of Boolers has continued to move forward over the last 6 months.  Activity

levels have been very strong with all departments working hard to meet their day-to-day challenges. 

One of these challenges is to come to terms with the more recent changes in pension legislation as described

by Carole Waghorne within her article.  It must be counterproductive for the future of long term savings to have

such restrictive measures placed on those trying to accumulate future pensions’ wealth.  

Over the last few years it would appear the retiring government had an agenda to restrict any pension

planning.  I have now written personally to my newly elected MP lobbying for changes in the pensions tax

regime beyond age 75, the borrowing capacity within pension funds and the latest restriction on tax relief for

high earners.  This letter is lobbying for reconsideration of all of these points based on their overbearing and

restrictive nature.  

As they say, time will tell, both with the reaction to my correspondence and also with an observation on the

success of a new government.  Our autumn newsletter may have a more substantive comment on these subjects.

David Ball

David Ball

This publication is for general guidance only and does not constitute financial advice. If you do require specific advice relating

to your personal circumstance please contact us.  



BUDGET 2010
CONTINUING RESTRICTIONS TO TAX RELIEF
ON PENSIONS - HIGH EARNERS BEWARE!

2011 onwards

The actual measures are currently subject to

consultation, but it is likely that tax relief on pension

contributions will be as follows;

- Individuals earning under £150,000 will get 

tax relief at their highest tax rate

- Individuals earning £180,000 or over will get 

basic rate tax relief 

- Individuals earning between £150,000 and 

£180,000 will see tax relief reduced 

gradually as income increases. 

- Exact details are yet to be agreed but the

likely reduction is 1% for every £1,000 of 

additional income above £150,000

Who will be affected?

- Income calculation will not allow any 

deduction for personal pension contributions 

or charitable donations. 

- If relevant income exceeds £130,000, any 

employer pension contribution must be 

included. If this takes gross income over 

£150,000, tax relief will be restricted.

2010/11

- Anti-forestalling (special annual allowance) 

measures introduced in the 2009 budget 

continue to apply 

- Individuals with relevant income of £130,000 

or more in 2010/11 (or either of the previous 

2 tax years), who wish to pay pension 

contributions exceeding £20,000 could be 

affected. 

- Relevant income includes all income on which 

tax is paid, LESS gross personal pension 

contributions up to a maximum of £20,000, 

LESS gift aid charity donations, PLUS any 

contributions paid via salary sacrifice.

- Continuing allowance for regular contributions/

defined benefit scheme accrual (protected 

pension input)

- Pension contributions could reduce/ mitigate 

the effect of personal allowance taper

The current rules and proposed changes are detailed

and complex. Please refer to our website for more

information or contact us for specific guidance.

As highlighted in our Spring 2009 newsletter, the 2009 budget announced an

intention to restrict tax relief for high income individuals from 6th April 2011. 

The new coalition government may well make future changes, but for the moment…

Carole Waghorne

dip PFS

Pensions Manager

This is based on our current understanding and interpretation of legislation and tax law which is subject to change.



‘BUY, SELL OR HOLD?’

Andrew White
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Clients often ask us not just how we recommend funds to invest in, but how we decide

whether the funds they hold should be retained after a period of underperformance.  

It is often said that investment is part Art and part Science and there will be times when a certain process or

approach can be out of favour.  All fund managers will undoubtedly underperform at some point during the

economic/market cycle and it is therefore important to remain close to the fund managers to ascertain why they

are underperforming and, of equal importance, why they have not suddenly become bad fund managers overnight.  

Below, we discuss the performance of just two of the funds with which we are very familiar.  Both have very good

absolute and relative performance over the last five years, although performance during that time is very

different, as are the strategies that each management team employs.  

The performance of each fund over 1 and 5 years and relative to the FT-SE All Share Index is shown below.

Fund % Performance to 30 April 2010 

1 year 5 years

Invesco Perpetual Income 20.0 50.6

JO Hambro UK Equity Income 42.2 53.6

FT-SE All Share Index 36.6 42.5

Source : Financial Express. Figures bid to bid with income reinvested.

JO Hambro UK Equity Income OEIC 

Clive Beagles & James Lowen run the JO Hambro UK Equity Income Fund. They both joined from Newton in

November 2004 and have adopted the same investment process and principles they had previously which involves

a focus on dividend yields - a process that has proven to work and deliver good returns for investors over time.

Despite the fund’s impressive numbers, it had a very difficult 2007. The fund was down 10% during 2007 whilst the

FT-SE All Share returned +5% (income reinvested). There were some very big sector and market themes in 2007

which worked to the detriment of the fund’s process. Essentially, the shares performing very strongly during 2007

and into the start of 2008 were stocks that did not fit the fund’s criteria of producing high dividends. Furthermore,

some stocks that did were adversely affected by the credit crisis towards the end of 2007 and into 2008.

The mining sector was the main equity market driver in 2007 and at the start of that year accounted for less than

6% of the market. At its peak in March 2008, this sector represented around 14% and had outperformed the rest of

the market by around 100% during that period! We know from keeping in close contact with the fund managers that

this had a huge and disproportionate impact on their relative performance. Due to the fund’s strict yield discipline

the fund managers held no mining stocks during this period and, for example, during February 2008 that sector

alone outperformed the broader market by 13%. This “cost” the fund 1.4% in its own right and was the theme

throughout 2007 and early 2008.

The other aspect impacting performance of the fund during this period was due to what they did own. Many of the

financial and consumer related stocks that the fund owned performed poorly as the credit crisis started to broaden

out. The managers took decisive action and actively reviewed any exposure to financials, particularly those that

relied on access to the credit markets to function, and exposure to bank stocks generally was reduced. Likewise

consumer related stocks were favoured where there was little or no debt in the business and where “leaders” could

be beneficiaries of the demise of competitors.



Commodities and mining stocks were very much the

theme in 2007 which led to very unusual and extreme

market conditions. As with most momentum

“bubbles” this was reversed and, when this did occur,

it did so swiftly. This is one of the key positives of the

managers’ investment process in that it keeps them

out of momentum / euphoric sectors – on this

occasion in 2008 when it corrected and previously in

2000 when the TMT bubble burst.

Even though 2008 proved to be a bad year for equity

markets as a whole, the JO Hambro UK Equity Income

fund outperformed the market by around 6% and in

2009 the fund returned over 40% against the FT-SE All

Share return of 30% (income invested). This is

particularly pleasing as the stock market conditions

during 2008 were very different from 2009 when we

saw a strong recovery – very few funds in the sector

managed to outperform in both years.

In summary, performance of this fund has been very

good, in spite of the fact that the Beagle / Lowen style

of management has had considerable headwinds at

times due to their process. That said, the fund over

certain, short periods of time has underperformed its

peers, only for medium and long term performance to

pull through once market conditions change.

Invesco Perpetual Income
ICVC

This fund is managed by Neil Woodford who is rapidly

following in the footsteps of Fidelity’s Anthony Bolton

as one of the UK’s most successful and respected

investment managers. He also runs other investment

mandates, including the UK Equity portion of the

Invesco Perpetual Distribution Fund.  

Most fund managers do seem naturally cautious

individuals (comforting, given their line of work!),

although Woodford seems especially so.  He has

nevertheless achieved very good returns during

bouts of both stock market strength and weakness in

spite of his approach, with an historic emphasis on

Tobacco stocks because of their very visible

earnings, cash flow, profits and dividends.  More

recently, his funds are heavily invested into

Pharmaceuticals which perhaps are in the same

category of ‘very large and boring’.  

The Invesco Perpetual Income Fund, as well as his

other mandates, has underperformed the UK equity

market over the last twelve months relative to most

benchmarks.  Woodford’s portfolios are heavily biased

towards defensive stocks, such as tobaccos and

pharmaceuticals, and these have underperformed

relative to the FT-SE 100 Share Index (which is heavily

weighted towards mining stocks, a recurring theme

perhaps!).  He believes that many defensive

companies are profoundly undervalued and offer real

earnings with superior cash flows which will lead to

visible and sustainable returns.  Furthermore, he

believes that the mining and commodity markets

represent a bubble which will burst, as it has done in

the past, and this, in turn, will lead to defensive

companies being re-rated.

Short term underperformance is nothing new to

Woodford.  We followed very closely his performance

(or rather lack of it) in the technology boom at the end

of the 1990’s.  Up until then Woodford had been a top

performer but was literally being vilified in the Press for

absolutely refusing to invest in the technology boom,

preferring instead so-called unfashionable, ‘old

economy’ stocks.  I recall very well his funds actually

losing money when it was almost impossible to do so.  

Woodford was very much under pressure from within

his organisation to reverse his core beliefs about fund

management, even though they had been the bedrock

of his outstanding success until the technology boom.

However, he had the last laugh when the tech bubble

burst and, although the market moved sharply

downwards, his funds went in the opposite direction.  

I am not suggesting that we are necessarily in a

bubble that is due to burst, but one must respect

Woodford’s opinions given his past performance

record over the medium term.  It is also a fact that any

investment with him means diversification and one will

not merely be following the herd.

Summary

Neil Woodford may well have lost his touch, but I, for

one, would not bet on this outcome.  These two funds

are just two examples of where performance over a

relatively short period of time can be poor, only for

managers to either turn things around or for the

market to eventually appreciate and properly value

sectors where they are heavily positioned.  

Although the City often gets a bad Press, sometimes

deservedly so, many of the fund managers with whom

we meet on a regular basis are extremely passionate

about management of what they know are client

assets.  Sometimes changes have to be made and we

will not be shy in making recommendations to sell

funds if we feel it appropriate.  However, an

appreciation of what a fund manager is trying to

achieve over the long term is necessary in order to

make this assessment and ultimate

recommendation.  Whatever market conditions lay

ahead, we believe that these two investment teams,

and many others that we entrust client monies with,

will continue to try their utmost in achieving

competitive returns without undue risk.  



Protection – Are you 
adequately covered?

Michelle Mason

Financial Consultant 
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Those who die in middle age could leave their dependants facing a very hard future unless they make

adequate plans. Despite this, many families have little or no life assurance cover.

Life assurance may sound like something you only have to think about when you get older, but there are a

variety of benefits to buying life assurance early on in your working career. Even if you don't have a family that

is dependent on you, or if you feel that your employer's life assurance policy is adequate for your needs, there

are many reasons why you should consider taking out a life and/or critical illness insurance policy.

You may be fortunate to work for a company who offer life assurance for their staff.  While many employers

may offer life assurance as one of the key benefits of a job, the figure often doesn't cover enough to be of

adequate benefit to your family - especially in the event of your death. For instance, many employers may offer

life assurance that is one or two times the amount of your annual salary.

Usually, as financial planners, we will recommend protection that is tailored to our client’s specific needs; such

as how much it would require for the family to maintain a “reasonable” lifestyle in the absence of the main

wage earner, as they often feel they have a duty of care to provide their family with this level of replacement.

Furthermore, it is always important for clients to be aware of types of life assurance they can choose from.

While there is a variety available, essentially they fall within a fixed term or whole of life. Term assurance will

provide benefits to your family or your dependents if you die during the proposed period covered by your

policy. These benefits can be by way of payment of a lump sum or a regular income. Whole of life policies,

although used for family protection, are also often used to mitigate matters such as inheritance tax liabilities.

This type of protection remains in effect for as long as you continue to pay your premium. 

Critical illness is a feature that can be added from the outset. This can be extremely cost effective as an

added feature and is also a hugely valuable benefit to invest in as young as possible as this helps keep the

cost relatively low.

Perhaps the most crucial piece of information to keep in mind during your search for life/critical illness

insurance, however, is the importance of shopping around. It is vital to ensure that the insurance you

eventually invest in is the most suitable for your particular needs. So, as well as thinking about how much you

can afford to pay, it is essential to think about what you actually need from life insurance cover. 

“In offering a whole of market approach
we can ensure the most appropriate
provider is sought. this is essential when
focusing on the above priorities to enable
the right decision to be made when it
comes to investing in life assurance/
critical illness cover.”

Statistics show that one in five people will die before the age of 65. It’s a worrying figure

and something that most of us would rather not think about, but failure to invest in life

assurance could have disastrous consequences for your family.



BOOLERS SNIPPETS
NEW WEBSITE
Boolers have recently re-designed our website to make it more informative and user friendly.  

Why not visit us at www.boolers.co.uk

NEW ARRIVALS

We are pleased to welcome the following two members of staff;

BLAKE BEARDSLEY

Blake has recently joined the investment team having graduated from Derby University with a BA in Business

Studies.  During his time at University, Blake gained experience as a Junior Auditor with Smith Cooper in Derby,

and also spent some time with Boolers as an Administrator.  Blake is working towards becoming one of our

Investment Account Managers.

CHRIS BALL

Having graduated from Manchester Metropolitan University with an upper second class level degree (2.1)

Chris is delighted to have joined Boolers as a trainee Financial Planner.  Chris initially joined us as part of his

university placement and is now a full time member of the team.

Derby County Football Club Pro-Am Tournament 
on Thursday 6 May 2010

This was held in aid of Teen Pride, a charity that helps with hospital funding in and around Derbyshire. For more

information on Teen Pride, please visit: www.dcfc.co.uk/page/TeenPrideIndex

Chris Ball (middle) played on the same team as DCFC 1st team player Lee Croft (left) and five of the RAMS

academy players, under the watchful eye of Rob Hulse (right).  Rob was DCFC’s leading scorer for 2009/10 and

the official manager of the 7 man team.  Due to Rob’s recent operation he was not playing but was there giving

support to his team.  

The event saw the entire DCFC 1st team squad playing with and against eager amateurs in a six team

tournament.  Chris’s team were knocked out in the semi final, losing at the last minute to a Paul Green inspired

Rolls Royce 7.

Sarah Bailey APFS

Compliance

Manager



9 Grove Court, Grove Park, enderby, leicester  LE19 1SA
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Boolers is a trading name of David Booler & Co which is authorised and regulated by the Financial Services Authority.  

Member of the Association of Member Directed Pension Schemes.

BOOLERS ARE COMMITTED TO DELIVERING
INNOVATION, INTEGRITY AND RELIABLE SERVICE,
ADDING GENUINE VALUE TO BOTH PROTECT AND

ENHANCE OUR CLIENTS’ WEALTH.


