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I am put in mind of an occasion several decades ago when 
a friend of mine, Paul, fell into the Severn river and as a 
non-swimmer with a terror of water he thrashed about 
madly, screaming for help a couple of feet away from two 
bathers who were standing looking down 
at him with water up to their waists. I 
believe Paul would have drowned in two-
feet of water had they not shoved him 
towards the bank so I could haul him out. 
 Watching the stockbrokers and 
money dealers panic, under the 
dawning realisation that the pollsters 
had got it wrong disguises the reality 

that very little has yet changed in the real world. 
Businesses are still manufacturing and people are 
still purchasing and at the end of the day this is what 
determines whether an economy thrives or not. 

 I am hopeful, as I am sure 
you are, that the Government and 
Parliament will ensure that the exit 
from the EU is managed consistently 
with the UK’s national interest. 
Communication is a wonderful thing 
and so long as markets are given 
confidence from a good leader, then 
they are less likely to jack-knife. 

SPECIAL

 ‘Leadership is the 
capacity and will to 

rally men and women 
to a common purpose 

and the character which 
inspires confidence.’  

Field Marshall Bernard Montgomery  

Client portfolios 
and Core Funds
As you will be aware, our philosophy of 
investing is to focus on preserving capital 
by employing fund managers who aim 
to do this either on a continuous basis 
or over specified time-frames such as 
a year or three-years. We blend these 
funds within your portfolios to reflect 
your risk temperament and your capacity 
to absorb capital losses and in doing 
so, your portfolios contain multiple 
asset classes which in character are 
uncorrelated to each other – in other 
words they tend to react to economic 
or political events differently. 

 This can be 
described as a global, 
multi-asset, active 
allocation process. 
As I have informed 
you recently, your 
funds have acquitted 
themselves pretty 
well during this 
extraordinary 
period leading 
up to the Referendum with good 
gains whilst the market fell.
 Brexit is going to be far from a 
straightforward and streamlined process; 
the Article 50 process raises very 
complicated legal and political issues and 

is pregnant with risk. These complexities 
are compounded by the murky 
ambiguities of our unwritten constitution 
and we believe that our funds are best 
placed to navigate the choppy seas 
ahead of us and maintain a good grip 
on the core portion of your portfolio. 



The only fixed thing is change
No doubt about it that change is in the air as the UK negotiates its way through 
the future. But, let’s remember that these are not totally unchartered waters. 
Smaller and larger sovereign nations have survived and thrived without the 
need of a nanny to make decisions for them. The sheer fact that the UK is a 
magnet for immigration speaks for the relative strength and depth of character 
of the British people, economy, rule of law and business environment. 
 Whilst Europe is a factor in measuring our economy, we do need to keep a 
sense of proportion. Our economy is huge, second only to Germany in Europe and 
5th or 6th in the world, depending on how France is doing. Germany’s economy 
is intrinsically linked to the UK and if we slowed or stopped buying their cars 
and machinery, they would struggle to retain their pre-eminent position. 
 But more relevant even than that, if we examine the ingredients of our trade 
in goods and services, we discover an extraordinary 75% is generated from our 
domestic market. Less than 12% of our economic activity is derived from selling 
goods and services to Europe with the balance being sales to the rest of the world. 
 What is more, because we import 27% more from Europe than we sell to them (and 
this imbalance has tripled in the last 5 years) our financial indebtedness to them gets worse 
with each succeeding month. By contrast, we export 11% more to the rest of the world 
than we import and this positive difference has been steadily improving since 2009. 
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Rocks ahead?
The Chinese word for crisis is made up of 
two components signifying danger and 
opportunity. There has been too much 
air-time given to pedlars of danger and 
doom and precious little to highlighting 
the real opportunities opening up for 
the UK and the rest of the world. 
 Ther UK is recognised as the world 
leader in entrepreneurship and I can only 
anticipate that many, many businesses 
will thrive in the new environment. We 
humans, are resourceful and innovative 
creatures who have a history of rising to 
a challenge and I have no doubt that, 
with a competent hand on the tiller we 
will thrive in our changing environment.

 Nevertheless, because much of the 
future will be fluid, attempting to predict 
short-term events will be fraught with 
inaccuracy.  We only need to look at 
the predictions of the ‘experts’  leading 
up to the referendum and compare 
them to the unfolding situation. 
 This is why we advocate a ‘dynamic’ 
approach to building and maintaining 
our portfolios; as you know, the bulk 
of our managers tactically adjust the 
asset mixtures within their funds to 
exploit market distortions and limit 
falls even during precarious periods 
such as now. This process has worked 
exceptionally well through the pre and 
post Brexit furore and we are well-set 
to manage the vicissitudes ahead. 

Don’t blame Brexit
There are already commentators blaming 
the UK’s slowing economy on Brexit even 
though there has been precious little 
evidence that the two are connected. 
Unquestionably, many businesses have 
been holding back on spending plans 
during May and June and this will feed 
through into the next set of data, but 
that has been because of uncertainty 
rather than the outcome of the vote. 
 Whilst there are good reasons for 
optimism, we cannot avoid the real status 
of the economy as it already subsists. The 
relief rally in the Stockmarket is over. Now 
cracks are beginning to appear in the 
actual banking and financial system. The 
global debt bubble was a bug in search 
of a windscreen; Brexit is the windscreen. 
 The UK debt as a percentage of 
national productivity is as high as it 
has ever been since the last war. The 
only reasons why we are not bankrupt 
is because we have rock-bottom 
interest rates, we have printed eye-
watering amounts of money and 
we are not in the single currency. 
 Having said that, the national debt/
GDP was over twice today’s level at 
the beginning of the 1950s and we still 
managed to set up the NHS and the 
welfare state mostly because America 
was prepared to lend cartloads of cash 
to us. However, as with the period from 
1950 to 1980, we will need a prolonged 
period of sustained economic growth 
to reduce the current deficit, let alone 
make a dent in the debt. Our current 
debt is manageable – and we may even 
be able to accommodate a little more if 
the money is employed productively. 
 Doom and gloom negativity has a 
habit of prophesying its own demise. Let’s 
not speak disaster into being; because the 
reality behind the ‘told-you-so’ headlines 
is that there is danger and opportunity in 
good measure. Also, we should put the 
pound’s decline to fresh 31-year lows in 
perspective. The pound has been falling 
since the late 1930s against the US dollar. 



Reasons for optimism
Brushing aside the post-Brexit 
doomsday scenarios we find a surprising 
amount of positive news emerging 
on a daily basis. On the 27th June, 
German manufacturers demanded 
that Britain be allowed to continue 
trading with the EU without barriers. 
 Matthias Wissmann, of the German 
Association of the Automotive Industry 
(VDA), said: ‘Every possible measure must 
be undertaken to enable the continued 
free movement of goods and services 
between the UK and the other EU 
countries. Following British departure 
from the EU, it will be in nobody’s 
interest to make the international 
flow of goods more expensive by 
erecting customs barriers between 
Britain and the European continent.’
 Germany sells more cars to Britain 
than to any other country, with 810,000 
exported last year, Mr Wissman said. 
And half of the 2.6million cars made 
in Britain last year were built by 
German-owned firms such as BMW, 
which runs Mini and Rolls-Royce.
 Mr Wissman said: ‘We should do 
everything we can to ensure that this 
success story will be continued. Now 
it is up to Brussels to take action.’
Energy firm e.ON, which is based in 
Dusseldorf, is also lobbying against 
new customs barriers. Chief executive 
Johannes Teyssen said that ‘as far 
as possible’ EU leaders should aim 
to retain a ‘single market for goods 
and services for the British’.
 Toyota pledged in January 2016 
to keep making cars in the West 
Midlands even if the UK votes to 
leave the EU and has now said that 

it is ‘far too early’ to speculate on the 
future impact of the Brexit vote. 
FRANKFURT (MNI) - The leading business 
associations of Germany and France 
issued a joint declaration on Brexit 
urging EU governments to react to the 
referendum outcome by furthering 
integration in certain key areas while 
exercising “restraint” in others.
 Britain’s biggest drug-maker, 
GlaxoSmithKline, said the exit vote 
“creates uncertainty and potentially 
complexity for us in the future”, 
though the impact on its global 
business would be small.
 HSBC has decided to keep its 
headquarters in London ‘for a generation’. 

Trade deals? Big deals
Reports are coming in that many 
countries have already expressed an 
interest in setting up new trade deals 

with the UK including USA, Canada, 
Mexico, South Korea, Switzerland, 
Australia, New Zealand, India, Ghana 
and Iceland; in fact the USA House 
Speaker Paul Ruan has called for a 
free trade deal with the UK as has the 
Heritage Foundation – a conservative 
think tank based in Washington DC. 
New Zealand has offered its top 
trade negotiators to assist the 
UK in getting out of the blocks 
and establishing new deals. 
 The UK has lost much of this 
expertise over the last 43 years 
since outsourcing the process to 
the EU whereas New Zealand has 
been successful in striking free 
trade deals with partners around 
the world including China and 
has concluded deals with Canada 
and USA. Perhaps a bit of cutting 
and pasting might be in order.  
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