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A sound investment philosophy  

In last month’s newsletter, we provided a simple explanation for young adults on how they 
should think about and manage their personal financial planning.  
 
This month, we are keen to share with all generations our investment philosophy showing how 
we aim to look after our clients’ money and to help with their overall financial planning. 
 
In a world of ever-increasing complexity and uncertainty, we believe it is more important than 
ever to have a sound foundation for the advice and guidance we give so that you can feel  
comfortable and confident that your financial planning and investment management is under 
the stewardship of professional financial planners. 
 
Below are 10 key components of our investment philosophy, which are our focus when  
advising clients. 



1. Begin with the end in mind 
 
Whether we call them goals or objectives or 
aims or aspirations, all investors should make 
time, at least once every year, to think  
carefully about their future plans, how much 
these are likely to cost and how best to meet 
the costs.  
 
We believe that this is one of the most  
important aspects of our role, helping our  
clients to take the necessary time to focus first 
on life planning before thinking about their  
financial planning. 
 
With all clients, whether they are young adults, 
people retiring or those in later life, we make 
sure that we complete a ‘lifeline’ which helps 
us to record all of our client’s future objectives, 
how much they are likely to cost and when the 
cost might arise. Without this, investing money 
is unlikely to have any focus or sense of  
direction. 
 
2. Understanding the difference between 

saving and investing 
 
Saving for a rainy day by earmarking some of 
our money as an ‘Emergency Fund’ is  
essential to help us to meet the cost of  
unforeseen expenses which inevitably arise 
from time to time.  
 
However, if we want our money to work harder 
for us longer term, then investing in company 
shares (equities), government and corporate 
bonds (fixed interest securities) or commercial 
property may be the answer.  
 
Any money we are able to commit for a longer 
time will have higher return potential, because 
we will have more time on our side to be able 
to ride out any volatile market conditions.  
If time is short or we are unable to tolerate the 
risks, then cash may be our only option and 
we should satisfy our savings requirements 
before thinking about longer term investing. 

3. Risk and return, but no guarantees 
 
There is good risk, e.g. investing in a spread of 
equities, fixed interest securities and property 
where there is the possibility of the investment  

value falling as well as rising and bad risk, e.g. 
gambling, where there is the real prospect of  
losing everything. 
 
With good risk, there are no guarantees but the 
chances of losing everything are slim and higher 
exposure to the right risk factors tends to lead to 
higher expected returns in the longer term.  
 
Risk is the price we pay, as investors, for the  
expectation of a greater return. We accept that 
our investments can fall in value but we believe 
the value will increase given time. 
 
4. Think long term 
 
The corrosive impact of inflation means that, by 
standing still and playing it safe in absolute terms 
(i.e. holding only cash), we will be going  
backwards in real terms (after inflation).  
Long-term investment in more risky assets is 
therefore compelling for investors with a  
long-term goal. 
 
This table shows real annual returns over  
different time periods for different UK assets 
(after inflation, % per year). 
 

5.  Asset allocation 
 
Academics will continue to argue about the  
precise amount of value that comes from  
strategic asset allocation (quantity in equities or 
bonds or property) rather than stock selection 
(which equities etc.), investment style or market 
timing.  
 
We believe that asset allocation has the biggest 
influence over the variance in portfolio returns 
and so we will focus, first and foremost, on  
agreeing a suitable benchmark for the asset  
allocation within each client’s portfolio.  
 
We will look in more detail at how we allocate  
assets within investment portfolios in next 
month’s newsletter. 
 



6. Diversification – spreading investment risk 
 
The funds we recommend clients invest in within their portfolios hold the shares and bonds of many 
companies and governments in many countries globally. The funds we invest in are also managed 
by different investment management firms. This diversification across assets and fund managers 
helps to reduce the risk of having all our eggs in one basket. 
 
The table below shows the best and worst individual global financial markets over the last 15 years.  
The patchwork dispersion of colours shows no predictable pattern and helps illustrate why we  
believe it is pointless to try to predict which country (and which company in each market) will be at 
the top next year or the year after. A simple diversified portfolio tends to be less volatile as  
represented by the white box. 

7.  Costs reduce returns 
 
This we know for certain. Over long time periods, provider charges, fund management fees and  
advice costs will affect wealth creation. These expenses of managing any investment portfolio can 
impact substantially on fund returns, especially in flatter markets.  
 
The expenses associated with managing a short-term savings account compared to managing an 
investment portfolio are often overlooked. Savers are lucky in the current climate to secure an  
interest rate of more than 1% whilst the banks they save with are charging significantly more than 
this to their borrowers.  
 
We do our best to keep overall investment management expenses under control by limiting the  
total cost of administration, fund management and advice to under 2% per annum. 
 
8. Tax efficiency and access are important 
 
Whilst our investment decisions should not be driven solely by tax considerations, clearly, it will 
help the NET return from an investment portfolio if the impact of tax on the portfolio is kept to a  
minimum. Therefore, if products such as pensions and ISAs meet our clients’ investment  
objectives, we will look to use these products as a priority. 
. 



We will also use new technology platforms, known as wraps or fund supermarkets, to hold clients’  
investments. These offer safety and access to valuations and different tax wrappers, e.g. pensions 
and ISAs. Money can be moved between funds and products cost effectively if we need to in the  
future. For example, this is particularly useful when utilising a client’s Capital Gains Tax Annual  
Exemption. 
 
9. Actively or passively managed funds 
 
Research shows that: 
 
• Managers of actively managed funds make decisions about holding one investment over another. 

The average active fund struggles to outperform the market index because of this and because  
actively managed funds obviously have to pay fund management charges. However, some active 
managers may have the ability to add value over time and to outperform their particular market. 
This is particularly relevant in the current COVID-19 climate, where certain fund managers, who 
are able to spot areas of investment that have adapted to the current crisis, are seeing  
competitively strong returns. 

 
• On the other hand, passively managed funds are willing to accept the market rate of return with 

smaller fees than active funds. In the longer term, the average index fund will perform better than 
the average active fund, partly because their fees are lower.  

 
We believe is it best to blend actively and passively managed funds to help reduce costs whilst still 
having the potential to add value. 
 
10. Human beings are poor investors! 
 
As we have highlighted in previous newsletters, because we are emotional creatures, we tend to 
make poor decisions when investing.  
 
When left to our own devices, we tend to buy shares after the market has gone up and then sell them 
after they have fallen.  
 
This, of course, is the wrong way around. Studies have shown that this so-called “behavioural bias” 
can be detrimental to returns achieved from a portfolio.  
 
Warren Buffett, the American business tycoon, once said “The worst mistake you can make in stocks is 
to buy or sell stocks based on current headlines.” 
 
One of the benefits a financial planner can bring to an individual investor’s overall planning is to  
encourage them to keep taking a rational and long-term approach to investing, which will help us to 
avoid making poor emotional decisions. 
 
 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.co.uk 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

understand any of its contents we recommend you seek Independent Financial Advice. 
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Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.1% at 
30/06/20 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
1.4% in 2019 

  
  

House prices 
fell by 1.4% 
at 30/06/20 

  
  
Annual house price growth down by 0.1%.  

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7604.30 

  
  

6186.24 
at the close on 

30/06/20 

  
 
The FTSE 100 rose by 106.81 points in 
June. That is a rise of 1.76%. 
  


