There is much doom and gloom with matters on the High Street which is fully understandable. Consumers
pockets are being ever over stretched with increasing costs, particularly in the essentials of living however, there
is an exception to all this...The UK manufacturing base is enjoying a surge particularly in exports, unemployment
is generally not as dire as many were expecting even with certain sectors of the economy experiencing a skills
shortage certainly in the West Midlands. | am convinced that much of the doom and gloom can be attributed to
a mind-set attitude. | am cautiously optimistic that matters will improve.

Dick Raby, FPC Managing Director
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The articles in this newsletter are the opinions of Financial Private Clients Ltd and are not specific advice.You should not take
any action or fail to take any action based on this newsletter.-While we believe that our sources are reliable we cannot guarantee
that the information in this publication is accurate as it may be condensed or incomplete. If you are interested in any aspect of
this newsletter please contact us and we will give you individual advice tailored to your circumstances. Financial Private Clients
Ltd, is an appointed representative of Investments Ltd, which is authorised and regulated by the Financial Services Authority. FSA
No. 225636. Registered office | Wolds End Close, Chipping Campden, Gloucestershire, GL55 6JW. Registered No: 5051754 in
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Charlie Palmer

. e = e o T have for some
Message from-Eharlic e
} 1 working  with
= - ’ : o, - WS Dick Raby who
: i ‘ : 1S is a close friend
i y Wy and fellow adviser.
' ! We are still working closely together but
Dickie has moved offices to Chipping
Campden and now has shares in the
| business as well. | am responsible and
liable 100% for the firm’s compliance
with regulation and it is me who is
ultimately responsible for complaints.
However he has a more independent
role now and the relationship is more
like a franchise than a partnership. With the pressures of time | am not able to work on the detailed-advice side
except in a generic fashion, which actually works quite well.
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&

My own money is invested via Dickie on discretion with the Investments service. Dickie is a first class adviser and
has now over 20 years experience in the role just like me and | have worked with him all that time except for a
five year period 1997-2002. | have great confidence in Dickie and | am hopeful that he can provide a better service
than | can, but please let me know if you have concerns and be reassured that | am available to you at all times.

charlie.palmer@financial.ltd.uk
Dick Raby

Beware — A cautionary note if
you are spending on capital items

onsumer watchdogs are warning warned that it planned to draft

shoppers to take every precaution when  in administrators.

making cash deposits on expensive

items after a spate of retail failures,with ~ The Consumer Credit Act of 1974 protects shoppers

the possibility of more to follow. With  using credit cards for purchases between £100 and
recent failures many customers of Moben Kitchens, £30,000. | do tend to use my credit card for these
Dolphin Bathrooms encountering difficulty are waiting  types of purchases - just in case the worst may happen.
to hear whether they might receive goods or a return
of their deposits after parent company Homeform

Saving for those winter fuel bills?
Avoid paying unnecessary tax on savings use the R85 available from Banks &
Building Society’s

To reclaim tax paid use the R40 from HMRC.

Joint accounts are taxed equally to each individual; so who pays no tax and/or
who pays 40% tax.

Over 65’s be aware of the age allowance (£24,000
for every £2 of income i.e. 50%)

ok
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Dick Raby

Are Your Current Investments Still Focused
on What They were Intended for?

o you want to grow your capital, increase your income or both? Your
answer will determine the type of investments strategy you select. At the
same time you need to be aware of the concept of ‘total return’.This is the
measurement of performance - the actual rate of return on an investment
over a given evaluation period.

Income and capital appreciation

Total return accounts for two categories of return:income and capital appreciation. Income includes interest paid
by fixed-income investments, distributions or dividends. Capital appreciation represents the change in the market
price of an asset.Total return looks to combine income with capital growth to achieve the best overall return.

Whether you choose an income or a growth fund will largely depend on your circumstances and objectives — in
other words, your investment time frame, particularly your attitude towards investment risk and what you may
need the investment to provide for.

A regular stream of income

If you need a regular stream of income, focusing your portfolio on assets that will help you achieve this, such as
cash and bonds, will provide a fixed income. If you have a longer investment time span or you do not need an
immediate income, you could consider a larger allocation to growth-focused investments. It is possible to buy an
income fund and a growth fund to capitalise on the advantages that come with each type of investment strategy.
Whatever your preference, if you hold a variety of investments, both growth and income, you should be better
prepared for future economic ups and downs. As your financial situation changes over time, you may need to
make the necessary adjustments to your portfolio and switch from growth assets to income.

Investment timeline

Broadly speaking, younger people are saving for the long term and don’t necessarily need their investments to
produce a current income but will be looking to guard against inflation. Under these circumstances growth funds
may be more appropriate. For middle-aged investors, growth funds are still generally the right option, but the
amount invested is likely to be larger as a result of higher income and savings accumulated over previous years.
With a secure capital base behind them, middle-aged investors may also consider putting part of their savings into
some higher risk investments, such as more specialised pooled funds.

When investors start to approach retirement, their priorities change. Having built up a capital sum, they usually
need to start switching towards funds that provide an income once they stop working. Although share-based
investment funds tend to do well over the long term, they can swing sharply in value over the short term. So
people of retirement age should perhaps consider switching into more defensive, income funds at this point,

At every stage it is vital that you appraise your attitude towards risk. As markets improve the appetite for risk

actually goes up accordingly and in a bear market it is quite the reverse.This is only natural, so do take a long
hard look which is vital.

To talk to us about any of the issues raised in this quarterly newsletter or any other financial enquires you may

have please contact FPC.
Phone 01386 576553 — P O Box 59 CHIPPING CAMPDEN Gloucestershire GL55 9AF
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Bed Time Reading
for all advisers!

he handbook detailing UK tax laws has
more than doubled in length since 1997
dwarfing Leo Tolstoy’s ‘War & Peace’ by
ten times. It has 11,520 pages, which is
an increase from 4,998 when Labour

Annuity

tend to mention annuities in every newsletter
but research by Just Retirement released in
September 2010, has found that 65% of people
could qualify for an ‘enhanced’ annuity due where
they get a much bigger annual payout. | urge
anyone who is considering an Annuity to discuss their

Dick Raby

came to power (War & Peace is 1,204 pages). Tolley’s
Corporation Tax Guide is 1,895 pages some 185% up
on |0 years ago and their income tax guide is 1,801
pages!!!

Rates

health issues in great detail. There is quite a simple
(though long) form to complete and enhancements can
be quite considerable depending upon the individual’s
health issue. Even if you are fit and well but your
spouse is not then there are opportunities to consider.
It will cost you nothing.

INDEX LINKED NATIONAL SAVINGS

f you are not aware then you should look at the following;

Index Linked National Savings 48th Issue
Interest rate - Index-linking (RPI) plus 0.50% AER
Tax Free

Can be cashed in but if within the first year no index linking or interest paid.

Maximum investment £15,000
Minimum age 7

Term 5 years

Not suitable if you want to withdraw within
Not suitable if you wish for a regular incom:

circumstances.
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Dick Raby

ccording to the
Bank of England’s

latest Financial
Stability  Report
(June 2011),

Britain’s biggest lender Lloyds Banking Group has
nearly double the riskiest kind of mortgages on its
books than rivals. Around 60 per cent of the state-

Lloyds Bank and our Money

between 70 per cent and 90 per cent of the property’s
value. Only Royal Bank of Scotland comes close to
such a high exposure, with around 40 per cent of its
loans falling into such a risky category

Citigroup analyst Ronit Ghose told the Financial Times:
“This increases the worry about the quality of Lloyds’
assets and the potential of loan losses to come”.

backed bank’s secured lending has a ‘high’ or ‘very
high’ loan-to-value (LTV) ratio - that is, a loan worth

Charlie Palmer

RISK FREEOPTIONS?

he most common question | am asked about my business is “What is the best
thing to put my money into today?”

| guess things cannot be so bad — at least we have money — but there is a sense of desperation

because so many investments have turned bad post credit crunch. The stock market really had its
day at the same time as the Dome — millennium eve saw the FTSEI00 at 6,999 and yet it is still today only around
the 6,000 mark. It would have to be nearly at 9,000 just to compensate for inflation, yet it remains a stubborn
one third lower. This is perhaps expected with the credit crunch still crunching, but still discounts the incredible
efficiencies brought about by the internet, emails and globalization.

The alternative asset class is property — and the nationwide property index now is stagnating. While you have
more than doubled your money since the Millenium, in the last five years it has gone nowhere. In fact the
property is costing you money to maintain.

So what is the default “do nothing” position? That of course involves risk just as much as doing something involves
risk — that buzz word of the Labour Government. And the bank will pay you considerably less than inflation —
which itself ticks along at about 4%.

So there is no hiding place anymore. | say the answer is invest in equity or shares in industry — and that means the
FTSE. It is industry that provides the tax to pay the public sector,and it is to industry that the world will turn to
sort out its problems. You should only ever invest after taking advice and that is what our business is established
to do — help you with your savings and investments over the long term.

charlie.palmer@financial.ltd.uk

Did you know?

Between April 1962 and February 2010, shares had beaten cash:

in 92.3 per cent of all |0-year periods

in 100 per cent of all |5-year periods

in 100 per cent of all 20-year periods

Source: The Office for National Statistics and M&G data, February 2010

www.financialprivateclients.ltd.uk Page 5



Ken Baksh

Third Quarter 201 |
INVESTMENT REVIEW

Global Backdrop

At the time of writing the world’s economy appears to be““pausing”’at
both developed and emerging levels. Events over the third quarter
could have a critical bearing on longer term development. Most
recent PMI and business confidence indicators for all leading
economies have shown recent reversals from high levels and strains
are also starting to appear in developing economies.

In strictly numerical terms however, world economies look set to
continue a steady recovery, with the main impetus for 2011 likely
to come from the Asia/Pacific (excluding Japan) region and a fairly
anaemic showing by Western Europe (including the UK) and Japan.

Oil is expected to remain in the $70-$110 area .This remains
unchanged following our last quarterly although geo-political
dramas will continue to produce shorter term volatility.

Other Commodities have had a mixed quarter and, with the
possible exception of gold, we expect most industrial and
agricultural commeodity prices to remain supported as we enter
the third quarter of 201 |. Global economic growth remains healthy
and the emerging counties, especially China, continue to act as key
demand drivers in most products. Supply constraints, whether
politically or meteorologically driven continue to assert themselves.
At the time of writing, greater than expected plantings for the next
US corn/wheat season are causing some volatility.

UK

UK Economy

Revised gross domestic product figures, released late May,
confirmed that the economy grew by 0.5% in the first quarter after
2 0.5% drop in the fourth quarter 2010 partly due to snow-related
stoppages. Within the aggregate figure household spending fell by
0.6% in the quarter ending March 201 I, the sharpest drop since the
second quarter of 2009.A mix of high inflation, slow wage rises and
low confidence provoked by Government cuts is seriously hitting
consumers, leaving consumption still 4.3% below pre-crisis levels.
Latest data also showed that net investment by companies also
fell 7.1% over the quarter. Coupled with the well publicised and
ongoing retrenchment in the Government sector, it comes as no
surprise that official growth forecasts for 2011 have been revised
downwards again, now standing at |.3% to |.4% for calendar 201 1.
Recent IMF estimates project 1.5% for 2011 driven mainly by
investments and exports. Inflation is expected to remain between
4% and 5% throughout much of this year, compared to an earlier
forecast of 3%.Both the IMF and OBR see inflation “normalising” to
the 2%-3% area over the 2012/2013 period.
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UK Fixed Interest

We see few attractions in the conventional
gilt market and expect the weakness that
materialised late June to continue into the
third quarter.

Conventional corporate bonds have performed relatively well in
the fixed interest space so far in 2011 rising by over 4% (i-share
corporate bond, total return), but there are still examples where
“the company has been mispriced..”, i.e. market attaching a much
higher probability of default than we believe warranted. For
example, the £ Corporate Bond ETF (a basket of bonds) currently
yielding of 5.5% might be expected to outperform conventional
gilts, on a total return basis but investors should prepare for more
capital price volatility, especially in the longer maturities.

The success of the recent NSI issue shows the latent demand,
although it could be argued that the five year nature of this issue

was two years too long!

UK Equities

Looking at the main UK equity drivers, factors are in place for an
overall rise in the UK equity market and we currently forecast a
year-end FTSE value in the range 6000-6300. However, themes and
sectoral mix will be crucial and changeable over coming months.
At the global level it must be remembered that a high percentage
of FTSE earnings derive from international sources (e.g. the mining
sector), while at the domestic level, the unbalanced GDP growth
breakdown could have large effects on sector and stock selection.

As described above, the rather sluggish economic growth profile
and recent official statements suggest that short-term interest
rates are set to remain low,at least for the remainder of 201 . This
rate scenario will simultaneously help household and corporate
balance sheets, as well as company profit and loss statements.
It should also allow a somewhat higher equity valuation (though
long term interest rates will rise) and encourage a search for yield,
which many equity vehicles currently provide (with varying degrees
of risk).

The other key equity driver, corporate profits growth, has also
been positive for a few months, with more upward than downward
surprises, though much still emanating from cost cutting, or
overseas exposure.As with the US the pace of earnings growth may
slow, both as a combination of weak domestic sales, falling margins
and poor base effect.

On balance, considering the earnings growth and interest rate
picture, we believe that the UK equity market is fair value/cheap on

domestic considerations on a medium term view. However, stock

www.financialprivateclients.ltd.uk



and sector selection will become increasingly critical, as domestic UK Property

interest rates increase and earnings momentum fades. It is also  Property has a place in a well diversified long-term portfolio for
important not to underestimate the effect of income in total return its different return/risk and correlation characteristics. Anecdotal
calculations, as many so called defensive stocks with high current  evidence for quoted companies reporting in spring 2011
yields are actually increasing dividends and many cyclical sectorsare ~ would suggest that London, by location, and offices, by type are
resuming payments e.g. banks, mining and BP. outperforming national averages.

DISCLAIMER

Past performance is not a ﬁuide to future returns;
The realisable value of fixed interest securities may fluctuatehduring tl (ejir lifetime as the market reacts to economic news, interest rate
changes, and etc;

Income generated within a portfolio may fluctuate and could dimiﬁish in real value over time due to the effect of inflation.This could result
in the income becoming inadequate to meet long term investment objectives;

Generally, equity prices will vary and dividend payments will also fluctuate in line with the fluctuating trading performance of the issuing
company;

Currency movements can impact positively on investments but theyPcanyaIso have a negative impact and profits can be eroded by a fall in
the value of a particular currency;

Investing in “emerging” or “developing” markets or specialist sectors has the dpotential for higher returns but is also likely to be more
volatile and higher risk. This is largely due to the fact that these markets and sectors can be more vulnerable to cultural, political or
economic change;

The tax laws currently in place may change in the future which could affect the value of investments;

The value of investments can go down as well as up, and as a consequence, upon withdrawal or transfer, the investor may not realise the
sum originally invested. Income from investments may fluctuate as part of the capital invested may be used to pay that income.

Dick Raby

One of Life’s
Experiences

— I have recently ‘enjoyed’ the

delights of being a passenger

in a Gyrocopter. What is a

Gyrocopter? A Gyrocopter

looks like a small helicopter.
For some it is the ultimate way
- to fly but for me it was terrifying!
Unlike most other forms of flight
a Gyrocopter flies slow enough
and low enough to allow you
to see what is happening in the
world below whilst gripping on
for dear life and providing a truly
exhilarating experience in fear!
We flew at about 4/500 feet over
the North Cotswolds for about
40 minutes and | am certain my
pilot (who was a good friend!)
was re-enacting Mad Max. For
some this is the perfect way to
view the landscape with everything 00 Hornby scale. | was quite relieved when my ‘friend’ said that he thought the
wind was gusting from over the scarp a little too much for comfort particularly for two and said we should go home!
Perhaps he realised how frightened | was (though he never said a thing!).
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FINANCIAL

PRIVATE CLIENTS
PENSION PLAN CONTRIBUTIONS

As a follow up to my article in the last edition on New Retirement Rules it is now time for update on the changes
affecting pension plan contributions. This should not be seen as advice, it is based upon our interpretation of the
legislative changes.

Pensions tax

Restriction on tax relief for pension contributions

The new tax regime for pension contributions will take effect for the 2011/12 tax year.The basic proposal is that
an annual allowance (AA) will be set at £50,000.Any contributions in excess of

the AA would be charged to tax on the individual as their top slice of income i.e. 20%, 40% 50%. Contributions
include contributions made by an employer.

The rules will apply for the 2011/12 tax year and, in particular, to pension input periods (PIPs) ending in the tax
year 2011/12 but beginning earlier and this could be key in some circumstances.

Providing you stay within the Annual Allowance, personal and third party contributions can be made up to the
greater of £3,600 or 100% of your UK relevant earnings with you benefiting from tax relief. All employer con-
tributions are paid gross. If the Annual Allowance threshold is breached there will be a tax charge on the surplus
to the individual.

Carry forward of unused Annual Allowance (AA)

To allow for individuals who may have a significant amount of pension savings in a tax year but smaller

amounts in other tax years, a carry forward of unused AA will be introduced.The broad effect is that unused AA
of up to £50,000 per year can be carried forward for the next three years.When looking at whether there is
unused AA to bring forward from 2008/09,2009/10 and 2010/1 1, the AA for those years is deemed to have been
£50,000. (Thus for some up to £200,000 could be put in this year | 1/12).

The lifetime limit

The lifetime limit sets the maximum figure for tax[relieved savings in pension funds and rose to £1.8m for
2010/11.The government has announced that the limit for 2012/13 will be reduced to £1.5 million. Those with
savings above £1.5 million or who believe the value of their pension fund will rise above this level through invest-
ment growth without any further contributions or pension savings, will be able to apply for a new personalised
lifetime allowance of £1.8 million, providing they cease accruing benefits in all registered pension schemes before
6 April 2012.

Small Pension Funds (Trivial Pensions)
If all pension funds you hold with all providers are below a level of £18,000 you will be able to request that these

are paid to you as a taxable lump sum.

Post Aged 75
All contributions have to cease at aged 75.

To talk to us about any of the issues raised in this quarterly newsletter or any other financial enquires you may

have please contact FPC.
Phone 01386 576553 - P O Box 59 CHIPPING CAMPDEN Gloucestershire GL55 9AF
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