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As the leaves turn and the clocks go back, Hurricane Ophelia, Storm Brian et al have given us a timely reminder of
the 30th anniversary of the storms of October 1987; extreme weather and extreme market events are not something
that only started after the year 2000. The question is will history repeat itself? The run-up to the 1987 autumn crash
was characterised by exuberant investor confidence, with the UK stock market rising over 80% from the beginning
of 1986, only to finish 1987 with a more modest 32% gain over the two years.
The run up to October 2017 has seen far more banal UK stock market returns, even if the cumulative return on the
FTSE 100 for example, since the beginning of 2016 still amounts to a very respectable 29%. The other difference is
the complete absence of investor enthusiasm. Quite the contrary as the current stock market recovery since 2009 is
frequently referred to as the ‘most unloved equity rally in history’.
In this edition we look firstly at the importance of a strategic financial plan in trying to attain financial independence,
rather than simply having an associated collection of savings plans. We also look at the role of on-going monitoring
and management as a way of reducing some of the risks associated with investing, such as mentioned above.
Finally, with the Budget looming, we discuss that if you are looking at tax efficient investing, it may be wise to act
sooner rather than later.

The Importance of a Strategic Financial Plan
No one sets off on a long journey without looking at
a map, using a satnav or checking the traffic reports.
Financial planning is no different; you are most likely
to arrive where you want to be if you have planned and
monitored your ‘journey’ along the way.
Financial situations change, often quickly and plans
should be adaptable enough to change with them.
Just as you would follow the satnav in the car, a visual
financial plan along with ‘what if’ scenarios should
ensure you are prepared for the changes and surprises
that may pop up along the way. From retirement
planning to buying a new home, the use of planning
tools allow you to visualise your financial future, test
different scenarios and importantly, to understand the
impact of key decisions before they are finalised.
At Beckford James we pride ourselves on being financial
planners not financial advisers. As Chartered Financial
Planners, the important difference lies in the use of
strategic planning and having a good understanding of
our clients’ current situation and future needs.
It starts with building a financial plan: what do you
currently have and what will you need in the future?
Mapping out income and expenditure along with assets
and liabilities allows us to show you visually what you
have and where you are heading financially. This will
tell us both if there is more that needs to be done such

as saving more, taking more risk, taking less risk etc.
We can also model ‘what if‘ scenarios, visualising the
impact of various scenarios or decisions on the current
trajectory.
The use of cash flow planning software gives a picture
of where you stand today and how your cash flow
needs will look over your lifetime at present. We can
then add in those ‘what if’ situations. How will my
cash flow look if I have to... pay for higher education
for the children? downsize? retire 5 years earlier than
planned? pay for care later in life or live longer than
expected? The following diagram exemplifies adding

these scenarios to the ‘timeline’ to capture these possible scenarios. The modelling can also help plan for the
implications of premature death or disability or help calculate life assurance shortfalls.
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Having added the events to the time line, the output is a graph such as below and the key areas we are looking at is
when the graph turns red, indicating a potential or actual shortfall depending on the action we agree to take. Here
we can see that the planned lifestyle is comfortably met until later life, but this will change if retirement is brought
earlier or if the equity from downsizing is not achieved, resulting in a lot more red on the graph!
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Cash
flow analysis is a very useful tool which enables us to plan for a number of different possible outcomes.


Whether
you are planning to help your children start out on their career, are working towards your retirement,

or considering the possibility of funding later life care, we can help you to have the confidence to make informed
decisions.



--

The Role of On-Going Management
Having looked at the importance of financial planning
and how regularly reviewing your planning keeps
things on track, what about the engine that drives this
planning; the investments process?
As you would expect, we go into great detail analysing
your existing situation, your current and future
objectives. A key step in establishing any planning is
to assess your attitude to financial risk. This is very
important as it helps us put together an asset allocated
portfolio of investments for you, thereby matching
your underlying investments with the risk you think
you are comfortable taking. So far so good and this
initial process is what you should expect from most
quality financial planners. But it is what we do for you
on an on-going basis that plays just as important a part
in reaching your financial goals.

On a monthly basis, we review your portfolio and if any
of the underlying funds have started to underperform
then we will put them on our ‘watch-list’. If the fund
remains on the watch-list for more than a couple of
months, we will make appropriate recommendations
to move from the underperforming fund to a more
appropriate fund and this, importantly, is undertaken
at no charge to you but aims to keep you in better
performing funds in each active area of management.
Once invested, your portfolio will perform in line
with underlying financial market conditions. This
means that your portfolio will move ‘out of kilter’ with
your agreed risk asset allocation and therefore risk.
Consequently every quarter we re-align your portfolio
back to your agreed risk. This is also a good discipline
of taking some profit from the out-performing funds at
the top and buying any under-performing funds at a
lower price.
On a six-monthly basis we review the platform that
your funds are on to confirm that it is still the most
appropriate for you, not only by looking at cost but also
functionality. Finally, on an annual basis we invite you
to review your portfolio and your risk with us to flow
back in with the planning cycle and make sure that we
are continuing to match your objectives.
This on-going cycle of reviewing your financial plan
along with the underlying investments that are driving
it, allows us both to have confidence that you remain
on track or alternatively, spot problems early and take
corrective action where needed.

If you are happy with the service please pass on our details
In terms of on-going service, we feel it’s a level above
many financial advise firms and would like to think
that our good reputation is fundamental in attracting
new clients, not least by word of mouth. Introductions
from personal clients and fellow professionals already
form a strong core to our client base.
We enjoy working with a variety of different clients with
different needs and those who have been personally
recommended to us benefit from a level prevalidated
confidence in Beckford James.
An endorsement from you of what we do and how we
deliver our services is much more powerful than any

amount of advertising. The feedback we receive from
introduced clients is that you are often helping them
in recommending us, as financial planning is an area
where people feel vulnerable and uncertain where to
seek advice they can fully trust.
As you know, we are happy to have an introductory
meeting at no cost and with no obligation, so if you
know any friends, family or colleagues who might
benefit from our services then please feel free to put
them in contact with your adviser, or email us at
info@beckfordjames.com.

Tax Effeciency
Is it the end of 30% relief...
If you happen to call for a Domino’s Pizza and enjoy
this with a glass of red from your Virgin Wines case,
these will have probably been delivered by a company
supported by a Venture Capital Trust (VCT). Your
daily commute is just as likely to be on a road built
with aggregates from Breedon Group, the UK’s largest
supplier of construction materials again backed by
venture capital. If you are on Facebook you will
recognise Eve Mattresses currently offering you your
best night’s sleep ever, and if you own a dog you may
have his or her food supplied by Tails.com, another
interesting story. Next time you travel overseas and
use one of the ‘No 1’ airport lounges, you’ll be sitting
in a VCT backed comfy chair. As well as the names
above, some of the UK’s best known digital brands,
including Zoopla, uSwitch and PrimeLocation are all
part of a group that has grown from VCT roots. ZPG,
as it is now known, was first supported in 2009 when
revenues were £100,000 and in 2016 this had increased
to £200m.

with a higher risk of failure than, say, a mid-cap or
FTSE100 company. But I wanted to use this opportunity
to debunk some of the myths that this is an area of
investment in micro entities that we’ve never heard of,
and to highlight the impact VCT investment has on the
world around you.

The VCT market is over 20 years old, and is supported
by the government through the provision of tax reliefs
in return for supporting smaller company investment.
This is not ‘loophole’ planning which attracts the
‘displeasure’ of HMRC, but rather small company
investment support to help growth in the economy. Tax
relief is granted because investors support companies

VCT’s generally open for short periods to raise capital
for a new ‘tranche’ of investment. A few weeks ago,
there were approximately 6 open for new subscription,
today (at the time of writing) there’s a choice of 18.
There is concern that the 30% tax relief may be under
threat in the coming budget so if you are planning to
invest, sooner may prove prudent.

As with any investment, to find the right opportunities,
careful scrutiny is needed to exclude the off-the-wall
ideas and the potential dragons’ den failures, but
time spent reviewing this market is well worth it.
It is always interesting to see the success stories and
alongside those, there are inevitable failures, which is
why we tend to prefer the widely diversified funds to
spread investment risk. The availability of 30% income
tax relief (subject to your individual tax situation) helps
to weather volatility but will this go in the budget? The
tax free dividend streams could also provide a useful
additional income stream in retirement. Overlooking
this market is potentially a significant lost opportunity.

...and finally...
Are you on track for full state pension benefits?
This is still a core part of many a retirement plan yet is a question to which the answer is seldom known and often
just estimated as part of your financial plan. If you are not sure of your National Insurance contribution history or
entitlement with HMRC, the Government Gateway provides an easy way to check.
Even if you are confident in your expectations, it is worth a quick check as there are a number of possibly erroneous
gaps that may have appeared in your contribution history as the records were transferred to the online system.
If you would like to check your position or receive a forecast, go to www.yourpension.gov.uk/.
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