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Welcome to the second issue of IQ Insight, our quarterly
newsletter. This publication is aimed to provide you with topical
articles that we feel may be of interest. We welcome all
feedback, both good and bad, along with suggestions over
subjects you would like to see in future issues.
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James grows a ‘mo for
men’s health
The month of November has, for the last few years,
been renamed ‘Movember’.
Movember is all about bringing back the moustache,
having fun and doing it for a serious cause, men’s
health, specifically prostate cancer, testicular cancer
and mental health. Mo Bros commit to grow a
moustache for the 30 days of Movember, and in
doing so become walking and talking billboards for
the cause.
James has spent the past few weeks raising funds in
good humour and has some very strange looks from
many of his clients!
You can sponsor James at www.mobro.co/jamesespin

Long-term care
options
A crisis has developed in the
funding of long-term care for the
elderly. As the proportion of elderly
Britons continues to rise, demand
for care is exceeding supply while
payment for long-term care has
become an increasingly pressing
problem.
You have various options to
consider when planning your future
long-term care, but it is important to
speak to a financial adviser who can
help you to find the strategy that is
best for you.
Looking ahead, one in three people
will require care, according to the
Association of British Insurers, so
there is a good chance that may
include you.

ECONOMIC UPDATE

UK RECOVERY
TAKES HOLD
UK equities performed strongly over October as a
whole, although investors experienced a certain
amount of daily volatility during the first half of the
month as the US struggled to resolve its fiscal
problems. In general, larger UK companies
performed better than their smaller counterparts over
October – the FTSE 100 index rose 4.2% during the
month while the FTSE 250 and FTSE SmallCap
indices both enjoyed increases of 3.8%.
Although some significant challenges remain, the
UK’s economic recovery continues to gain traction.
Employment in the services sector reached its
highest level since 2007, according to the British
Chambers of Commerce. Furthermore, business
confidence in turnover and profitability has returned
to pre-recession levels and the manufacturing sector
is showing significant signs of improvement.
The Confederation of British Industry did report a
slowdown in retail sales during October, which were
dampened by disappointing sales at supermarkets.
Nevertheless, many retailers are expecting sales to
rebound during November – orders appeared stable
during October and were tipped to rise in November.
For its part, supermarket retailer Tesco announced a
23.5% decline in first-half profits, citing a
challenging retail environment.
The flotation of Royal Mail took place during
October. Amid high demand for shares – almost
700,000 private investors applied for an allocation
and the retail offer was oversubscribed by seven times

– private investors ultimately received 227 shares
each.
Shares in Royal Mail were initially priced at 330p
each, valuing the company at £3.3bn and the share
price soared by 38% on the first day of dealings.
According to the latest data from the Investment
Management Association, equities remained the
best-selling asset class for a sixth consecutive month
during September. During the third quarter of 2013,
equity funds experienced their strongest sales since
the second quarter of 2000. At a regional level, UK
equity funds were the best sellers during September,
and UK Equity Income was the best-selling fund
grouping.

Sales of UK All Companies funds halved in
September compared with August, but were still very
healthy. In comparison, sales of funds in the UK
Smaller Companies sector beat those of mainstream
UK equity funds. 2013 is now expected to be a record
year for net inflows into the investment company
sector, according to the Association of Investment
Companies.

INVESTMENT IDEAS

A LOOK AT
COMMERCIAL PROPERTY
Could now be the time to look at this asset class again?
Property has become increasingly popular as
investors have recognised the diversification
benefits it can add to a portfolio.
Traditionally, the reaction of property prices
to economic changes tends to differ from that
of equities and bonds. This disparity in
performance can help to smooth out peaks
and troughs in a portfolio, thereby reducing its
overall risk.
Generally, when the economy is doing well,
property performs well. When we are earning
more money and feeling reasonably secure,
we not only buy larger houses but also spend
more on retail goods, encouraging companies
to invest in larger premises. However, one of
property’s key problems is its lack of liquidity
– it is difficult to sell or buy a property
investment quickly. It takes time to draw up
legal contracts and undertake all the checks
and balances involved in the sale or purchase
of a property, not to mention the costs
involved in moving.
Although it behaves differently to shares or
bonds, an investment in property offers
income from rents, similar to the interest
payments generated by bonds. It can also
offer the potential for increases in this rental
income as well as the possibility of some
capital growth. There are, however,
significant differences between commercial
property and residential ‘buy-to-let’
investments. For example, leases on

commercial property are longer –
meaning greater stability of income – and
the vetting of tenants is generally more
detailed, reducing the likelihood of rental
default.
The global commercial property market
has become more transparent, as
companies make more information
available (either voluntarily or through
corporate governance). Moves to improve
the regulatory aspects of the industry
should also be positive for investors. In
particular, the UK has proved attractive to
foreign investors, due to its central
position between New York and Asia, and
its reputation as one of the centres of the
financial world.
For the average investor, buying property
over and above their own home is often
beyond their means. However, there are
numerous diversified investment funds
that focus on the sector. These offer
investors the opportunity to gain exposure
to a selection of properties, providing
access to a key asset class while removing
the risks associated with direct investment
in a single building. It is also worth
remembering investors can use their
annual ISA allowance to invest in relevant
funds, ensuring their capital gains and
dividend income will be tax-free.

Pension schemes have fallen
under the spotlight once
again. The Office of Fair
Trading (OFT) has
recommended a range of
measures designed to clamp
down on the £40nn-worth of
UK defined contribution (DC)
pension schemes that fail to
deliver good value to savers.
At present, around five
million people are estimated
to be saving into DC pension
schemes but this could rise by
a further nine million over the
next five years as the process
of automatic enrolment gains
traction. However, some DC
pension schemes are too
complicated and opaque to
allow savers and employers to
determine whether or not they
truly offer good value. The
OFT urged the UK
government to take action to
increase transparency and to
make it easier for savers and
companies to compare the
various qualities of different

pension schemes.
The OFT also pressed the
government to consider
excluding from its autoenrolment programme those
schemes that penalise savers
by imposing higher charges
when savers cease to make
payments. However, the
OFT’s recommendations do
not include a cap on annual
management charges,
although curbs on charges
were not ruled out in future.

PENSIONS
UNDER
THE
SPOTLIGHT

The Association of British
Insurers (ABI) will undertake
an assessment of large
pension schemes, while The
Pensions Regulator will carry
out an audit of smaller
schemes. The ABI also
confirmed its members will
establish independent
governance committees by
the middle of 2014 in order to
upgrade the oversight of
pension schemes.

AUTO
AUTO--ENROLMENT ONE YEAR ON

PENSIONS

The biggest change to UK pensions in a generation gathers pace
Described as one of the “biggest
shake-ups” in the history of UK pensions,
the first year of automatic enrolment
proved rather more successful than
originally expected. Launched on 1
October 2012, auto-enrolment requires
employers to enrol their employees in a
workplace pension scheme, unless the
individual decides to opt out.
The first year saw a total of 1.6 million
workers automatically enrolled into their
workplace pension scheme. The
programme began with the UK’s largest
employers and will gradually expand to
include the smallest companies. By 2018,
between six and nine million people are
expected to have increased the amount
they save into a pension scheme or to have
joined a scheme for the first time.

(NEST) has found auto-enrolment is
becoming increasingly popular with the
public – only 18% of consumers now
believe it is not a good idea, compared
with 27% in 2011. Crucially, while earlier
Department for Work & Pensions
estimates had suggested opt-out rates
could have been as high as 30%, NEST,
found only 9% of employees have chosen
to leave their pension scheme after being
automatically enrolled .
NEST also found one-third of those who
opted out did so because they could not
afford to remain in the scheme, 15% did
so because they were saving by another
means and 14% opted out because they
felt they were too close to retirement age.
The under-30s were found to be the least
likely to opt out compared with other age
groups.

The National Employment Savings Trust

Useful info:
Auto Enrolment
www.thepensionsregulator.gov.uk/automaticenrolment.aspx
FCA
www.fca.gov.uk
Web
www.iq-fa.co.uk
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