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What does the road
to recovery look
like for investors?
Ninety-One’s Clyde Rossouw and Abrie Pretorius, managers of
the St. James’s Place Worldwide Income Fund and
co-managers of the St. James’s Place Global Quality Fund,
discuss the risks and opportunities available across
the current global investment landscape.
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Overall, however, there was already a sensible balance
within portfolios, which has meant that we haven’t needed
to make wholesale changes to reposition the portfolios to
remain relevant in the COVID and post-COVID world. The
portfolios were already in good shape for this environment.

Did the volatility of 2020 lead to more portfolio activity?
Clyde: It’s fair to say we’ve probably seen a full market cycle
over the last twelve months, which is unusual because
normally such a cycle would take five-to-seven years to
complete, sometimes more. We came into the crisis with a
fair amount of cash within portfolios and we’ve gradually
put this to work, taking advantage of fantastic opportunities
that we felt we could not ignore.

How do you explain the continued outperformance of US
technology stocks, such as the so-called FAANGs?
Clyde: I think this is linked to the increasing influence of
passive investment strategies [which aim to replicate the
holdings and performance characteristics of an entire stock
market index, rather than actively taking selective positions
in particular companies]. There is no doubt in my mind that
the combination of free money and a growing desire among
consumers to pay less for a commoditised financial product,
has driven strong growth in passive investing relative to
active management. There are a lot of arguments in favour
of passive investing, but I would argue that the growth of
these strategies ultimately makes the opportunities for active
managers even larger.
Part of our value proposition is to invest in businesses
that may not be quite so obvious or well-known to the world.
Philosophically, we believe that is much more likely that
we will unearth long-term investment successes that way,
rather than investing in businesses that are already wellknown and popular. It goes without saying that Google is a
fantastic business, as is Facebook and several of these other
successful listed technology businesses. These companies
are already well-known to most people and engagement with
their products and services is extremely high – we interact

ollowing an extremely challenging year, how do you
view the market outlook for 2021 and beyond?
Clyde: I would start by highlighting the growing
disconnect between where markets have got to
and where we are economically. Stock markets appear to
be looking ahead to the next cycle and trying to anticipate
what the post-COVID world will look like. Many regional
economies, however, are still struggling to find the road
to recovery. This is something we need to be aware of as
investors and it lends itself to a degree of caution in our view
of the near future.
We are optimistic that the economic normalisation
process will continue from here, with a lot of activities
returning to something that resembles what we were used
to prior to 2020. But, broadly speaking, global stock markets
are already back at rather extended levels. However, I
feel a little bit more nervous now than I did this time last
year. Twelve months ago, the environment was tough, but
asset prices were low. Now, the environment is still tough,
but asset prices are high. It therefore seems sensible to
approach markets with a bit more caution.
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Are you concerned about the return of inflation?
Clyde: We think that inflation is alive and well, but it is not
something we are too concerned about. The companies into
which we are interested in investing tend to have pricing
power, which means they can raise prices in response to
inflation. The more advantaged a business is in terms of
its business model, the more it can be effective in its ability
to raise prices across the board, and therefore, still price
its products or services ahead of whatever the broader
inflationary forces are.

with them daily. However, our biggest concern with these
stocks is their narrow leadership of the market, which is
typically associated with elevated prices and bubble-like
characteristics in the marketplace.
Meanwhile, one of the biggest current risks that we
think investors must think very carefully about is the role
that regulation may play in changing profit and valuation
dynamics going forward.
When are you anticipating a return to normality for
dividends?
Abrie: At one stage early last year, an extreme scenario
was being discussed in some corners of the market in
which dividends were expected to disappear completely.
Thankfully, that didn’t materialise and what transpired
provided a timely reminder about the resilience of
dividends and why companies that pay and steadily grow a
sustainable dividend will outperform over time.
From a global perspective, dividends were down about
13% in 2020, which is a much better outcome than many
had feared. There were also some meaningful regional
differences in dividend performance. In the US, you could
argue that dividends are already back to normal because
distributions actually grew last year. Share buybacks have
been increasingly popular in the US over the last decade,
and businesses tended to manage the crisis by suspending
buybacks first, so dividend payments were quite robust.
If you contrast that with the other side of the Atlantic,
in the UK dividends declined by more than 30% in 2020
and about half of European companies suspended or cut
their dividends. So, these regional differences once again
highlight the importance of being selective.

Ninety-One is a fund manager for St. James’s Place.
Where the views and opinions of our fund managers have
been quoted these are not necessarily held by St. James’s
Place Wealth Management or other investment managers
and are subject to market or economic changes. This
material is not a recommendation, or intended to be relied
upon as a forecast, research or advice.
The value of an investment with St. James’s Place will be
directly linked to the performance of the funds selected and
the value may fall as well as rise. You may get back less than
the amount invested.

Stock markets appear
to be looking ahead
to the next cycle and
trying to anticipate
what the post-COVID
world will look like
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What to consider when
setting up a Junior ISA
A Junior ISA is a great way to give children a financial head start,
but parents need to invest with a long-term view as well

T

But normality will return, and those financial milestones will
continue to be the life goals of many of today’s and tomorrow’s
children. What will also remain is the need for families to save
and invest to help their children achieve those goals.
For what was once a ‘nice to do’ is increasingly a financial
necessity. The average house deposit put down by a first-time

he pandemic has impacted everyone’s lives
and turned plans upside down. Younger adults
have had university education reduced to online
learning, house purchases delayed, and perhaps
weddings postponed, as the pandemic closed down society
and the economy.
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buyer in 2020 was over £57,0001. The total cost of going to
university is typically £56,000 for a three-year course2.
Anyone looking for ways to help a child save for the future
should consider a Junior ISA first. The tax-efficiency and
simplicity of Junior ISAs have contributed to them becoming
an increasingly popular way to save for young people.
In recognition of this popularity, and perhaps the importance
of saving for children, the annual investment limit on a Junior
ISA was more than doubled to £9,000 from April last year.
Anyone can contribute to a Junior ISA, although they must
be opened and managed by a parent or guardian. All the funds
within a Junior ISA belong to the child and are locked away until
the child is 18. At 16, however, the child can take over control
of the account, which can be a good way to learn more about
savings and investment.
“For grandparents or family friends with estate planning
needs, using lifetime gifting exemptions to contribute
to a Junior ISA is a great way of passing wealth on to
younger generations,” suggests Joe Kavanagh, Investment
Communications Consultant at St. James’s Place. “Another
advantage is that you may well live to see how your
contributions have made a difference, when the child
comes of age.”
You can either pay a lump sum into a Junior ISA or set up
regular contributions, which allows the flexibility to fit in with
any other gifting arrangements you may have made. The
money in a Junior ISA can be invested in cash, shares or both.

The graph below illustrates what you could achieve
by starting to save early and giving your money time to
compound returns. It compares the returns that could be
achieved by the age of 30 if you start a regular investment
from birth, with those for a child who starts saving into a
standard ISA, when allowed, from the age of 16.

For illustrative purposes only, assumes all income
reinvested, actual investment may incur higher or lower
growth rates and charges. These figures are examples
and they are not guaranteed – they are not minimum
and maximum amounts. What you get back depends on
how your investment grows and the tax treatment of the
investment. You could get back more or less than this.

FUTURE-PROOFING
In these challenging times, the long-term financial future
of our children might not feel like an immediate priority.
But what the pandemic has illustrated starkly are the
consequences of failing to plan, either collectively or as
individuals and families. Investing some time now could
be worth a lot more to our children in the decades to come.
Making the most of their Junior ISA opportunity is one
way to do it. Please get in contact for help with setting up
investments for your children.

Despite the
disruption caused
by the pandemic,
families still
need to save and
invest for their
children’s financial
milestones

The value of an investment with St. James’s Place will be
directly linked to the performance of the funds selected
and may fall as well as rise. You may get back less than the
amount invested.
The favourable tax treatment of Junior ISAs may be subject
to changes in legislation in the future.
The levels and bases of taxation, and reliefs from taxation,
can change at any time and are dependent on individual
circumstances.

TAKE THE LONG-TERM VIEW
Over £3.2 billion of Junior ISA funds are sitting in cash –
that’s 61% of the total3. With interest rates at new lows, these
savings are almost certainly generating negative real returns
after taking into account the corrosive effect of inflation.
Making an early start with a Junior ISA means that money
could be invested tax-efficiently for 18 years; and for much
longer given the high proportion of funds rolling over into
a standard ISA on maturity. That makes it a real long-term
opportunity to accumulate wealth.

Sources:
1
Halifax, January 2021
2
Save the Student, National Student Money Survey 2020,
September 2020
3
HMRC, Individual Savings Account (ISA) Statistics,
June 2020
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Getting a mortgage to
build your own home
If your perfect property doesn’t exist, why not build it yourself?
Here’s what to consider if you’re thinking about getting
a self-build mortgage
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t was no surprise that DIY stores enjoyed a sales
boom during the various lockdowns, as homeowners
distracted themselves with improvement projects.
Now, as the latest restrictions are eased, your
thoughts may be turning to a more ambitious DIY project –
building your own house from scratch.
Building your own home might sound like an unrealistic
dream. But these days it’s
easier to self-build than you
might expect, according to Paul
Johnson, Chartered Financial
Planner and Head of Mortgages
at St. James’s Place Wealth
Management.
“About 20 years ago, it was
hard. But today there are so
many companies that can help
you with it,” he says. “There’s a
misconception it’s difficult to get
finance, but there are at least 20
lenders out there that will lend
on self-build.”

Whichever approach you take, it’s vital to seek advice
from the outset. “Don’t just dive into it. Step one is to talk to
an adviser before you start looking at land, getting a builder
and putting plans in place,” says Johnson.
It’s especially important to understand what it’ll cost,
whether you can afford it and the type of lending you’ll
need in place.

MAKING IT ADD UP
The self-build approach can be
cost-efficient and potentially
cheaper than buying a new
property. Research suggests
the average self-builder spends
around £270,000 on completing
their project, with the cost of the
plot averaging out at £190,0001.
But at the outset, it can be easy
to underestimate the various
costs, while navigating the selfbuild mortgage market is much
easier with expert advice.
High-street banks generally
avoid lending on self-builds, so the best bet is usually one of
several building societies, with the likes of Skipton, Leeds,
Ecology and Furness among the specialists in the area.
There are crucial mortgage differences to be aware of, too.
While traditional mortgages provide the finance in one go,
self-build loans are usually released in tranches.
This is designed largely to protect lenders and reduce
the risk of funds running out during construction. But it’s an
arrangement that can become complex for borrowers when
phases are delayed or costs begin to rise.
The application process is largely similar to that for
standard mortgages, however. Lenders will want to see
the planning permission – but aside from that, the focus is
mainly on affordability and income.
So, it’s far from an impossible dream, says Johnson –
provided you get good advice. “Talk to an adviser. You might
be surprised at what you can do, and it’s often a very logical
step. Why look at second best or compromise when you’ve
got your own vision and you know what you want?”

Self-building offers
multiple advantages,
including the
opportunity to follow
your own vision

DEGREES OF DIY
The attractions of self-building are various. Perhaps the
most obvious is the level of choice and control it offers,
with the opportunity to follow your own vision and not be
constrained by what’s currently on the market. As Johnson
points out, people who have lived in several homes and are
looking at their next move often have particular preferences
and requirements.
“Maybe the houses they’re looking at aren’t in the right
location. Or they’re in the wrong style. So, they want to work
from a clean sheet – where they choose the area and build
the property to their own specification,” he says.
There’s also growing demand for eco-friendly self-builds
from those wanting to ensure their home is as energyefficient as possible. There’s a potential cost advantage
here, with a growing number of lenders offering green
mortgages that have lower interest charges on more
energy-efficient properties.
In some areas it’s becoming easier to secure planning
permission, too, with local authorities increasingly flexible
and accommodating when it comes to converting vacant
ex-commercial space, says Johnson.
While some people want to take on a self-build project as
their own and manage the process from start to finish, others
would prefer to remain relatively hands-off. It’s up to you how
involved you want to be, says Johnson.
“We can introduce you to someone who can take the
stress of the project off you – from the building process to
the finance. Or, if you prefer to get stuck in, we can simply
advise you on the lending and help prevent you from running
out of money before the end of the process.”

Please get in touch if you’d like to find out more about
self-build mortgages.
Your home may be repossessed if you do not keep up
repayments on your mortgage.
Source:
Homebuilding & Renovating, Self & Custom Build Market
Report, 2020
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Being cruel to be kind:
what can the pandemic
teach us about the
need for protection?
Although it can be uncomfortable, people need to think
about how they are protected against the worst-case scenarios,
says Tony Müdd, Divisional Director for Development
and Technical Consultancy at St. James’s Place.

T

I was struck by a section dealing with the importance of
planning – in particular, why it is essential and the value it
can add. It provided examples of what will go wrong in the
future (note, not “may” but “will” go wrong) including:

here are many examples of oxymorons in the
English language, but one that has always
divided opinion is that it’s “cruel to be kind”. Is it
acceptable to cause someone pain for his or her
own good? Is it ethical to make someone feel worse if this
emotion is beneficial for them?
I think the answer is almost certainly yes – if done in the
right way, with the best intentions or motivations. After all,
most parents have almost certainly been cruel to be kind to
their children at some point.
So, what relevance does this phrase have to our financial
wellbeing?
Recently I came across a report compiled in 20071 which
assessed the impact of the Avian Pandemic on the life
assurance industry in South Africa (I really need lockdown
to end).

• Healthcare systems will run beyond surge capacity and
significant shortages in medical personnel, hospital
space, equipment and medical products will occur.
• Hospital equipment such as dialysis and respiratory
machines will be in such demand there will be increased
mortality rates for those patients that would not
otherwise be impacted by the pandemic.
• Borders, businesses, and schools may be closed,
impacting the free flow of goods and services, jobs,
and children’s education.
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To remind you, this was a report written in 2007. Does it
sound familiar?
Despite the fact we knew these things would happen in
the event of a pandemic, governments decided they couldn’t
afford to plan. As it turns out,
they couldn’t afford not to.
When it comes to building
a protection plan for our own
financial journey, individuals are
no different.
Just as the ill-effects of a
future pandemic were known
back in 2007, people looking
ahead now can predict some of
the potential dangers should the
worst-case scenario take place.

And finally, serious illness or long-term sickness of adult
children or an individual upon whom they are financially
dependent may result in them being financially dependent
upon their parents again.
There are many other risks just
like these that people should
think about when considering
their financial futures.
It might be uncomfortable
to think about these sorts of
outcomes, but doing so for many
people may be a case of being
“cruel to be kind”.
We can help you to build
a protection plan that is
individually tailored to meet
your needs, and adapt it to your
changing circumstances with regular reviews.

You can’t afford
not to plan for
worst-case scenarios

For example, in the event of their death, people with a
mortgage may see their family lose their home.
Similarly, people suffering from a long-term sickness could
see a drastic reduction in their family’s standard of living.
They could find themselves reliant upon the state for the
basics and charity from friends and family for everything else.
Likewise, a serious illness will have catastrophic and longlasting impacts on both their and their family’s mental health
and financial wellbeing.
The death or serious illness of an individual who provides
care or support within a family unit will have a drastic and
long-term impact on all their lives.

Please get in contact to find out more.
Source:
1
Assessing the Impact of a Pandemic on the Life Insurance
Industry of South Africa, RGA, 2007
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Why employers
hold the key to
financial wellbeing
It’s clear that money worries can affect people’s mental health,
as well as their performance at work. The National Wellness
Conversation is encouraging businesses to tackle the
problem head-on

W

hen employees have financial worries,
it not only affects their mental health, it
can also be highly damaging to business
performance.
The National Wellness Conversation, launched earlier this
year by Level Financial Technology, aims to help bridge this
gap. It works with organisations to encourage colleagues to
be more open about their finances, thus developing healthier
approaches to managing their money.
“It’s about getting people to talk more about financial
health, because it’s often a taboo subject,” says Stephen
Holliday, CEO of Level. Being secretive about money, he adds,
tends to lead people towards spending rather than saving,
which can ultimately create financial difficulties.
The good news, says Stephen, is that helping to increase
levels of financial wellbeing is well within the grasp of most
employers. While improving mental and physical health is
challenging for many companies, as a lot of factors that
influence these are beyond the organisation’s control, it’s
easier for them to help employees address money problems,
as they are usually the primary or sole contributor to their
workers’ income.

“Employers can be at the heart of the solution – for
example, by running financial-education workshops and
getting their people to talk about money more often,” he says.
“They’re the people paying, so if they can make their workers
better custodians of that pay, they can help to reduce
problematic issues such as salaries not going far enough
and employees having to turn to credit providers. And, of
course, there’s a big opportunity here – businesses stand to
benefit from it themselves by having a happier workforce that
is less financially stressed.”
What’s more, says Stephen, employers that fail to address
issues of financial health risk damaging the positive effects
of the other work they’ve done around employees’ wellbeing.
“Around 15 to 20 years ago, physical health came onto
employers’ agendas, and a lot offered gym memberships,
a cycle-to-work scheme, and so on,” he says. “Then, five or
six years ago, employers grasped the nettle of mental health
and we saw lots of initiatives around that. So now we know
finances are one of the biggest sources of stress, they need
to address this too or it risks undoing all the good work in
other areas.”
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start to plan ahead, making sure they have strong resilience,
and then they can start to think about their future and focus
on longer-term goals.”

IMPROVING FINANCIAL CONFIDENCE
The National Wellness Conversation is being supported by
a wide range of organisations, including St. James’s Place
Wealth Management. “As a
business, we are a big advocate
of financial wellbeing and working
to improve people’s financial
confidence and resilience,” says
Harriet Shepherd, Marketing
Propositions Manager for
Workplace Financial Wellbeing at
St. James’s Place. “We want to
get more people saving regularly,
thinking about the future, and
relying less on debt and credit.”

We want to get
more people saving
regularly, thinking
about the future, and
relying less on debt
and credit

Like Stephen, she is a strong
advocate of encouraging people
to talk more – and learn more –
about money. “You can’t plan for
your future if right now is a difficult place to be,” she says. “So
it’s about getting people to address their current needs and

Financial education has a key role
to play in this, she adds, which
is why St. James’s Place has
developed a workplace financial
wellbeing programme that it
offers to other businesses as well
as its own employees. “We go out
and deliver workplace sessions
and workshops where we help
people to define their short,
medium and long-term goals and
what their options are. They’re
very educational and not about
financial advice,” says Harriet.

If you’d like to find out more about our workplace financial
wellbeing programme, please get in touch.
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Putting together a plan early in the tax year to utilise
the savings allowances and exemptions available can have
a big impact towards achieving your long-term goals. When it
comes to investing, you might want to take action now to give
your money longer to grow – or set up a regular savings plan
to invest a little each month. The key is to plan ahead and take
advantage of the tax breaks available.
So whether it’s making best use of your ISA allowance, topping
up your pension or to give younger generations a helping hand,
we can help head in the right direction.

The value of an investment with St. James’s Place will be
directly linked to the performance of the funds you select
and the value can therefore go down as well as up.
You may get back less than you invested.
The levels and bases of taxation, and reliefs from taxation,
can change at any time. The value of any tax relief is
generally dependent on individual circumstances.
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