
Since the last edition, my thoughts have turned 
to the dangers posed to savings by the dual 
threats of inflation and tax. Page 3 shows how 
Chamberlain can help but it is certainly the case 
that we ignore these insidious parasites at our 
peril. 

If we don’t want our savings eaten away by 
inflation we must invest – which means taking 
risk. You may only feel comfortable with deposit 
investments, which is fine provided that you 
don’t allow yourself to be persuaded that this is 
risk-free investment. It’s no exaggeration to say 
that inflation could slash your wealth by a half in 
12 years or less. This is before taking any income 
from your savings.

We need therefore, to recognise the risk inherent 
in all investment alternatives, including the bank 
and building society account. This risk assessment 
should not stop at merely establishing there are 
no threats to an institution’s solvency. It is also 
vital to recognise the price you will pay for the 
relatively hollow guarantee that the nominal value 
of your savings will not decrease.

Entrusted with the task of guiding my clients’ 
investment decisions, it’s important that I take a 
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dispassionate stance. I spend much of my time 
helping people to overcome two driving emotions 
which rear their heads at different times but 
which are both equally at odds with the goals of 
successful investment – Fear and Greed. 

When times are difficult investors can become 
alarmed and rush into what they perceive to 
be safe havens, which usually involve a high 
level of cash holding. However, in times of 
soaring markets, fear ceases to become the key 
motivating factor and is replaced by greed. This 
persuades us to neglect the conservative side of 
our investments and chase the gains that we have 
seen accrue to our portfolio and which we fear 
we’ll miss out on by maintaining the proportions 
of our lower risk holdings. 

Constant risk monitoring as practiced by 
Chamberlain not only offers the best chance of 
negotiating the current market volatility but also 
imposes discipline that a portfolio needs to make 
sure that, in the good times, trouble is not being 
stored up for the future.

Page 3 makes for pretty scary reading. Indeed, 
it is becoming increasingly apparent that many 
of the “certainties” in the financial world, were, 
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Spring has ushered in stirrings of rebellion for North Africa 
and the Middle East. Whatever the future holds in store for the 
region and the rest of the world, I don’t think I am going out on a limb 
to predict that it is unlikely to end in good news for your savings or 
your buying power.

ultimately, illusory. Therefore we need to be 
much more alert to risk and retain a healthy 
degree of scepticism when presented with too-
good-to-be-true offers. 

Chamberlain can help. We won’t pretend to have 
magic solutions but will help you understand 
the threats to your wealth and suggest the best 
possible strategies for your circumstances.

Robert

Robert Pryjmachuk

Chamberlain founder Robert has 23 years in 
the Financial Services Industry.  He is a long-
standing advocate of the principle that the 
first goal of wealth management is wealth 
preservation.

For a no obligation initial meeting to discuss 
any aspect of wealth management or tax 
planning with Robert in our Birmingham city 
centre offices, or at a venue of your choice, 
please feel free to contact him on 0121 633 
7218. Alternatively you can return the enclosed 
enquiry card if you prefer.

www.thechamberlaingroup.com
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Gilts are bonds issued by the UK Government. 

The term is derived from the gilded edge that 

was a feature of the early bond certificates.

When you invest in gilts you are lending to 

the government, which undertakes to return 

your capital at the end of a stipulated period. 

Conventional gilts, which account for the largest 

portion of government debt, pay a fixed rate 

of interest  - the coupon – twice a year. A 4% 

Treasury Gilt 2016 will pay a coupon of 4% until 

maturity in 2016 at which point the capital will 

be repaid along with the final coupon payment.

Index linked gilts have been issued since 1981. 

Both the coupon and principal are adjusted in 

line with RPI. The coupon payable on an index-

linked gilt consists of two elements; the fixed real 

coupon and an adjustment factor that takes into 

account RPI since issue. Thus, the 2.5% Index-

linked Treasury Stock 2016 pays a fixed coupon 

of 2.5% with an adjustment for RPI and matures 

in 2016.

Given that return of capital is guaranteed 

on maturity, as is the rate of return (with RPI 

adjustments where appropriate) two questions 

spring to mind: (1) how is it the case that 

significant profits, well above cash returns, are 

sometimes made from gilt investment and (2) 

why is it that losses are sometimes incurred?

This is all down to the fact that gilts can be 

traded on the stock market. Gilts held within 

insured funds or Unit Trusts, for example, will 

be actively traded with a view to maximising 

returns for the fund. In the secondary market 

(as opposed to at issue) a gilt might be trading 

slightly above its £100 face value. It would 

be said to be trading at a premium. Were it 

to be trading below its face value it would be 

at a discount. As the annual income is a fixed 

percentage of the nominal initial value the yield 

increases as the market price decreases and vice 

versa.  Thus, where gilts are bought and sold mid 

term there is the potential for loss or gain.

If you are considering actively trading  individual 

gilts on the stock market you would need to 

define what it is you are trying to achieve. If you 

want high annual interest and are not worried 

about capital gain or loss, look for the highest 

running yield you can find for the length of time 

you want to invest. If you want to make a profit, 

go for a low coupon gilt, trading below £100, 

and take your profit through capital gains at 

maturity. Remember that capital gains on gilts 

are not subject to CGT.

Most people do not choose to manage their own 

portfolio of individual gilts on a day-to-day basis 

and instead invest via collective funds, such as 

a Unit Trust or OEIC. The gilt fund that currently 

forms part of Chamberlain’s model Fixed Interest 

portfolio is the Allianz PIMCO Gilt Yield fund. The 

percentage performance figures for each of the 

last 5 years (below) show that there is nothing 

sedate about the performance of gilt funds: 

10/11 09/10 08/09 07/08 06/07

3.32 4.82 12.05 8.27 -2.12

Source: Financial Express Jan to Jan

Of course, UK government gilts are not the only 

option for fixed interest investment. For more on 

Corporate, Global and Strategic Bonds look out 

for the next edition of Nurture.

David Love

If you would like to discover more about structured products or the  
Chamberlain Wealth Management philosophy, why not call us on 0121 633 7218

www.thechamberlaingroup.com

Pensions - New Limits
From April 6th 2011 new rules and limits 

are to be introduced that will apply to how 

much you can pay into your pension and 

how you can take benefits. If you have been 

earning less than £130,000 per annum 

these new limits will reduce the maximum 

level of tax relievable contributions that 

could be made to your fund (another 

indirect tax hit to add to those you will see 

highlighted on page 3). Here are the main 

features of the new regime:

Contributions

Maximum Annual Contribution Limit  •	

£50,000 (reduced from £255,000 for 

members earning less than £130,000)

Lifetime Allowance reduced from •	

£1.8m to £1.5m from 2012

Unused contribution allowances •	

may be carried forward from 3 

previous years (thus an individual 

with completely unused contribution 

entitlements from 2008/09, 2009/10 

and 2010/11 could contribute 

£150,000 + £50,000 for 2011/12)

Benefits

No compulsion to annuitise at age 75•	

Maximum drawdown age abandoned•	

Unisex rates to apply to drawdown limit •	

calculation and to annuity rates

Maximum capped drawdown rate •	

100% of GAD

Introduction of “Flexible Drawdown”, •	

removing maximum annual income 

limit for individuals with minimum 

secured retirement income elsewhere 

of £20,000

Crystallised retirement fund on death •	

taxed at 55% regardless of when death 

occurs (previously 35% up to age 75, 

up to 82% after 75)

This is only a brief summary of the 

changes that will affect everyone 

who is saving for retirement or 

taking retirement benefits. For more 

information return the enquiry form 

in this edition of Nurture, or call us on 

0121 633 7218.

Gilts as an Asset Class 
A sector by sector voyage of discovery
Interesting Gilty Secrets



How to lose half of your wealth 
within 12 years - or less!
Most people now understand that investment is fraught with risk. In the 

previous edition of Nurture we drew attention to the fallacy that equities will 

always outperform cash in the long term. An equity investor who is unlucky 

with his timing could, even over a long term, end up with a worse return 

than a straightforward deposit holder. This could well prompt you to ask:

Why not simply stick to bank deposits?•	
What is the point of wealth management anyway?•	

Deposit-only investing - not risk free!

It is perhaps hardly necessary to point out that inflation is the enemy of 

the depositor. Over the last decade inflation was reigned in and it became 

possible to find deposit investment options that offered real returns ahead 

of inflation. However, this was partly due to the fact that the banks were 

overstretching themselves. The cold shower of the credit crunch has 

woken them up to this and it is no longer possible to beat RPI inflation by 

conventional deposit investment, even by locking your money away for 3 

years or more. With no likelihood of an improvement in the returns from 

deposit accounts against inflation, the one certainty is that the longer you 

hold deposit-only investments the more value you will lose.

Buying power savaged

The graph below shows how the purchasing power of an initial £100,000 

will reduce over the forthcoming years assuming 5.5% inflation and an 

extremely good net interest return of 2.4%

After only 12 years, today’s purchases will be roughly twice as expensive in 

real terms, even assuming you have received a very generous interest return 

on your savings in partial compensation. Put another way, your money will 

stretch only half as far as it does today.

The graph below shows how the problem would be further compounded if 

income withdrawals of 5% per annum were to be taken.

This shows how the diminishing nominal value of the fund attributable to 

income payments and reduced interest earning potential due to the reducing 

capital balance is compounded by the income shrinking effects of inflation.  

It becomes doubtful that, with income withdrawals, your initial £100,000 

capital would stretch much beyond 12 years.

All this is before we even consider the effect of that other voracious beast – 

www.thechamberlaingroup.com

Tax.  Here are a few of the recent increased burdens:

Income tax: Top Rate now 50%, Personal Allowance lost for incomes over 

£112,950

National Insurance Contributions: Employees’ class 1 increased from 

11% to 12%, and from 1% to 2% for earnings over £844 per week. 

Employer’s class 1 increased from 12.8% to 13.8%.

Capital Gains Tax: Increased from 18% to 28% for higher rate taxpayers, 

no increase in exemption limit

VAT: Increased from 17.5% to 20%

Even where there have been no announced increases to other taxes, for the 

most part there have been no increases in allowances or bands and therefore 

rising inflation will make their effects increasingly punitive.

Thus, even if you attempt to tackle the inflation risk by investing in assets 

that offer the chance of improved growth your returns could be reduced by 

anything up to 50% if you expose your holdings to the wrong tax regime.

Chamberlain - On your side
One of our more recently acquired clients, a company director, was holding 

£350,000 on deposit, most of which had come from a Tax-free Pension 

Commencement Lump Sum. Against a background of 5% inflation his 3.5% 

fixed term account was earning 2.1% after higher rate tax. Even the crudest 

calculation shows that in losing 2.9% each year in real terms, the true value 

of £350,000 would have reduced by 29% after 10 years to £248,500 and 

after 15 years by 43.5% to £197,750. This is without taking into account 

compounding effects. Fortunately the client did not need to take income 

from this sum as he was still receiving remuneration from his company. As 

the fixed term account was maturing, we advised as follows.

£300,000 into Chamberlain’s balanced model portfolio. Our platform 

enabled the client to take full advantage of ISA allowances and makes the 

switch of funds into investment bonds straightforward if required. The 

net return to the client last year was 7.6% as opposed to the 2.1% being 

achieved a year ago. The return of 7.6% was achieved with only a 25% 

exposure to equity investments with the portfolio being well diversified 

into a range of Fixed Interest investments, Property and Cash. This relatively 

cautious asset distribution reflected the client’s attitude to risk and although 

the return is by no means spectacular, it no longer lags behind inflation. 

Unless the client decides that he would be comfortable with more risk we 

will monitor the performance of the portfolio regularly and, if one asset class 

either shrinks or grows disproportionately, we will rebalance the holdings 

back to the original target balance.

We also advised the client to reduce his monthly drawings from the 

company and replace this with income from the pension fund which was 

taxed at the same rate but not subject to National Insurance Contributions 

(NICs). The amount that had been saved in salary by the company was 

then paid into a new personal pension for the client, which is building 

up a further pension fund with a 25% tax-free cash entitlement. Even his 

company benefits as it is still able to claim corporation tax relief on the 

contributions whilst saving on employer NICs.

If you would like to find out more about the Chamberlain Wealth 

Management proposition, complete and return the enquiry card 

enclosed in this edition of Nurture.

nurture   SPRING 2011



nurture

nurture   SPRING 2011

Joanne has been with Chamberlain since its 

formation in August 2002.  She started in 

the financial services industry in 1988 and 

has worked with Robert since 1998. Her 

administrative skills have made her the subject 

of numerous head-hunting approaches from 

recruitment agencies, or so she tells us.

One of the invaluable roles that she fulfils for 

many of Chamberlain’s clients is acting as a 

go-between with HMRC on complex pensions 

administration issues. She works with Lorraine 

Clarke, dealing with client files and overseeing

SIPPing something a little exotic
For many people the type of investment funds 

that form the backbone of Chamberlain’s model 

portfolios are perfectly sufficient to satisfy their 

investment requirements. However, for those who 

have their own Self-Invested Personal Pensions or 

are trustees of a Small Self-Administered Pension 

Scheme (SSAS), the investment options are a little 

wider than might be expected. Here are a few 

examples of the type of assets that are actually 

held in such schemes up and down the country. 

Prisons: although residential property is not 

an allowable asset, prisons do not break these 

rules. Theoretically a prison could be purchased 

by a SIPP and rented back to the government (as 

could university halls of residence!).

Car Park spaces: in desirable locations these 

have a considerable value where there is an 

absence of available parking.

Ransom Strips: these are narrow chunks of 

land retained by vendors after they have sold 

off an area of land for development. When the 

developers require this land for access it can be 

sold at a premium, making a healthy profit for 

the pension scheme.

Zoos: remarkably these do not breach the 

residential restrictions either. You can’t put a 

panda or a chimpanzee in your SIPP but you can 

invest in its accommodation.

Public Toilet: It could be the best (or, then 

again, the most expensive) penny you’ll ever 

spend.

Football Grounds: arguably closely related to 

the two examples above, at least one League One 

football ground is or has been an asset of a SIPP. 

We would not necessarily recommend rushing 

into such investments without very careful 

investigation. However, one of our petrol-head 

clients decided that a diversifying investment for 

their pension fund would be a hotel in Germany 

near the Nurburgring, with which we were 

pleased to help. 

If you are considering any out of the 

ordinary pension scheme investments and 

would like a view from Chamberlain, call us 

on 0121 633 7218 or complete the enclosed 

enquiry card.

Chamberlain’s compliance procedures. The only 

member of the Chamberlain team to be an 

answer to a question on the BBC‘s  Mastermind,  

Jo, who thought up our Website aphorism: 

“Treating customers fairly - a culture, not a check 

list”, says:

“I feel strongly that if customer care is not at the 

heart of a business then no amount of regulation 

or bureaucracy will put it there.”

In the latter part of the 1980s and 1990s Jo was 

an unrelenting party animal, frequenting the 

Chamberlain Who’s who: Joanne Fleming

Chamberlain Wealth Management
The Seal Building, 44 Blucher Street, Birmingham. B1 1QJ

Email  enquiries@thechamberlaingroup.com    Web  www.thechamberlaingroup.com
Tel  0121 633 7218    Fax  0121 634 3799
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Tax – A break at last
It’s not all bad news! From April the 6th 

the ISA allowances have been increased. The 

maximum allowable contribution to a Stocks 

and Shares ISA will increase from £10,200 

to £10,680. The Cash ISA allowance will 

increase from £5,100 to £5,340.

Every little helps!

Congratulations to Peter Little, the winner of our winter crossword competition. Here’s Peter, pictured with the 

Netbook Laptop that he won for his solution, which was the first to be drawn from the correct entries received. We were 

surprised at the high response to this competition so let us know if you would like another puzzle in future editions of 

Nurture. Here are the solutions:

Across: 1.Management, 7.Optic, 8.Pompeii, 10.Talented, 11.Slav, 13.Office, 15.Snares, 17.Idle, 18.Fruitgum, 21.Skillet, 

22.Nylon, 23.Financials

Down: 1.Metal, 2.Nicknack, 3.Gopher, 4.Memo, 5.Needler, 6.Portfolios, 9.Investment, 12.Insignia, 14.Fellini, 16.Arctic, 

19.Gilts, 20.Ulna   

clubs of Coventry. Now, married and with a 2 

year old son, her idea of a good time is an early 

night and a Fireman Sam omnibus on repeat. 


