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 IF THERE ARE ANY PARTICULAR POINTS THAT YOU WOULD LIKE EXPLAINED IN MORE  
DETAIL PLEASE ASK US BEFORE PROCEEDING WITH ANY INVESTMENT. 
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WHY SHOULD I INVEST ANYWAY? 
 

 
 
 
 
 
 

Investing means taking risks. 
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Not investing means  
taking risks too. 
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Simply put – you invest if you need to try and achieve a net return higher than that 
offered by Cash and/or a return that needs to match or beat inflation. How do you 
know what return you need though? Ideally, you’ll have set out your goals, planned 
how you’ll reach them and then invest in line with your plan. 
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Let’s face it, if you had all the money that you could possibly need to provide you with 
the lifestyle that you desire, with enough of a margin for any contingency, why would 
you take on board increased risk with an investment – especially having witnessed the 
volatility of stock markets over recent years? 
 
Unfortunately, most of us need to make our money work harder than the returns on 
offer from the banks, and evidence continues to show that shares (equities) are one of 
the best forms of investment for the longer term. Given an appropriate timescale they 
tend to produce returns that are higher than most other assets – but the higher 
potential return comes with higher potential risk. 
 
Contrary to popular misconception, investing is not a get rich quick scheme. In honesty, 
done properly it’s a pretty dull affair (or at least should be) but it does require 
timescale and discipline.  
 
For those seeking to double their money in short order we would perhaps suggest the 
Grand National, maybe dabble in Cryptocurrencies or put it all on Red at the Casino – 
but you are now gambling not investing. 
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INVESTOR BEHAVIOUR 

 

 

 

The situation is reversed during 
times of fear and knee-jerk 
decisions are often made while 
investors are feeling too negative, 
with wealth preservation ranking 
much higher in terms of priority 
than wealth growth. 
 

These conflicting emotions go a 
long way to explaining why 
investors have a long track record 
of buying high and selling low. 
 

Where investments are concerned we can all be guilty of irrational behaviour!  
 

When stock markets go up, investors can be over-enthusiastic, overly confident in their 
own abilities and make inappropriate decisions that are too positive.  
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Very often, individuals do not get investment 
returns – they get investor returns, which tend 
to be significantly worse. Investors tend to feel 
a constant need to mend, fix or somehow 
‘improve’ portfolios, especially during times of 
stock market volatility and usually this is 
absolutely the wrong thing to do.  
 
Part of our job is to challenge your thinking, 
and, sometimes, to stop you from making 
irrational decisions.       

 

We are all very attached to our money because it is tangible and can be valued 
accurately on a daily basis. We tend to worry about it more, say, than the value of our 
homes.  
 

For most of us, the knowledge that our property may have dropped in value by 10% is 
annoying but not life changing as we generally consider this to be a long term asset.  
Investments by our definition are also for the long term, but a 10% fall in value tends 
to evoke far more emotion and a real feeling of ‘loss’. 
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The following is taken from www.dalbar.com and shows the average US investor 
experience against the main US S&P 500 index (‘the market’).  
 

INVESTING AND LEAVING THINGS ALONE PRODUCES A BETTER  
RESULT THAN CONSTANT FIDDLING! 

 
 

 

As difficult as it might sometimes be to keep to the plan, or as tempting as the next 
‘band wagon’ might look – remember that if you do it right, you have decades of 
academic research on your side.   Graphic source: Dalbar.com 

http://www.dalbar.com/
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1 Forget about the latest crisis or market problems and have some basic, 
fundamental faith of the future. 

2 Keep doing the right thing and work the plan patiently.  

3 Avoid doing the wrong thing and going off the plan, even if the news is bad. 
Don’t get caught up in fads or ‘the next big thing’. 

4 Get the mix of shares, cash, bonds and property right.  

5 Don't own enough of any one thing to make a killing on it, and you will never 
own enough of one thing to get killed by it.  

6 
Be prepared to rebalance the portfolio and force yourself to take money out 
of anything that's done well and put it into something that has 
underperformed. 

WE BELIEVE THERE ARE 6 KEY PRINCIPLES FOR SUCCESSFUL INVESTING: 
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If the process above is the right way of investing – why do so many people say they 
have had a poor experience in the past? In our view it is due to general investor 
misunderstanding. It is necessary to be proactive in areas that you can control and 
acknowledge and accept the things that you have no control over.  
 

In short – successful investing requires DISCIPLINE. 
 

WHAT YOU CAN’T CONTROL  WHAT YOU CAN CONTROL 

• Consistently pick winning stocks   
• Reduce expenses 

• Consistently pick superior managers   
• Diversify your portfolio 

• Time the markets – getting in & out   
• Minimise taxes (by using allowances) 

• The financial press   
• Maintain your discipline  
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HOW WE INVEST CLIENT MONEY 
 

Fundamentally, we prefer Passive rather than Active investment strategies. However, we 
are prepared to consider all options if they show sufficient merit and can demonstrate 
added value. To that end we are agnostic in terms of strategy. 

 
Active fund management is based on two main beliefs.  Firstly, that markets are priced 
inefficiently so good fund managers can pick stocks that are undervalued.  Secondly, 
that these same individuals have the ability to time their investment decisions.  
 
In other words, they know when it is a good time to buy and when it is a good time to 
sell.  This is often referred to as market timing and there is ample evidence to suggest 
that neither of these claims holds much water in most cases. There are areas where 
added value has been demonstrated though. 
 
Passive investing on the other hand makes no effort to distinguish between ‘good’ and 
‘bad’ companies, predict market movements or forecast future share prices.   
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Passive funds diversify portfolios to track specific benchmarks or indices such as the 
FTSE 100 or FTSE All Share or the S&P 500.  No attempt is made to pick specific 
companies within the index and the managers aim to keep costs to a minimum and the 
tracking error as small as possible.  
 
However, evidence suggests that certain markets do not track their indices so 
consistently. In these areas we feel that taking a more active approach is worthwhile. 
 
The key reason behind our general preference of passive over active funds is our belief 
that most markets are inherently efficient.  This theory says that prices (whether good 
or bad) are always fair and rapidly reflect any relevant information.   
 
It does not mean that prices are always perfect – some prices may be too high and 
some may be too low - but there is no reliable way to tell.  This means that neither the 
large institutions nor the small investor following a tip sheet can systematically pick 
winners.  
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ASSET ALLOCATION 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

91.50% - Asset Allocation

4.60%   - Stock Selection
2.10%   - Other

1.80%   - Market Timing

The weight of academic research has 
shown that by far the dominant 
contributor to total return is the asset 
allocation of the investment portfolio 
(i.e. the proportion you hold in shares, 
property, bonds and cash). 
 
Based on their findings, but also taking 
account of the studies of others, it 
suggested that asset allocation could 
account for up to 91.5%# of the 
variation of portfolio returns over time.  
 
This is the important bit – not trying to 
cherry pick ‘star’ funds or time markets. 
 
Source: Brinson, Singer, Beebower (1991)# 

# Work by other researchers includes:- Gary P. Brinson, L. Randolph Hood, and Gilbert L. 
Beebower, 1986, Determinants of Portfolio Performance, Financial Analysts Journal 42(4): 39–
48 (reprint, 1995, Financial Analysts Journal 51[1]: 133–38, 50th Anniversary Issue); Gary P. 
Brinson, Brian D. Singer, and Gilbert L. Beebower, 1991, Determinants of Portfolio Performance 
II: An Update, Financial Analysts Journal 47(3):40–48; Roger G. Ibbotson and Paul D. Kaplan, 
2000, Does Asset Allocation Policy Explain 40, 90, or 100 Percent of Performance? Financial 
Analysts Journal 56(1):26–33. 
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THE FOUR MAIN ASSET CLASSES FOR INVESTORS: 

W
ha

t i
t d

oe
s • Provides 

regular 
(monthly or 
yearly) income, 
influenced by 
changes in base 
rates 

These generate income:  
• Over a set period, based 

on interest rates at the 
time of issue  

• Pay back the principal 
on maturity (unless the 
issuer defaults)  

Give owners a share and exposure to: 
• Company profits as dividends any increase in 

the capital value of the shares  
• Any company misfortune, e.g. bankruptcy, 

up to value of share holding  
• Different markets and sectors 

• Owners:  
• Share in rent from tenants and 

any capital gain / loss on sale of 
the property  

• Improve the value of assets 
through active management 
and development 

Pe
rf

or
m

an
ce

 
ch

ar
ac

te
ris

tic
s 

• Capital is 
secure  

• Income is low 
and variable  

• Ideal for short 
term savings  

• But no long 
term 
protection 
against 
inflation 

• Individual gilts and 
bonds tend to offer:  

• Fixed income (yield)  
• Capital values that 

fluctuate with changing 
interest rates  

• Potential for capital gain 
or loss during the life of 
the bond  

• Greater capital security 
than equities  

• Dividends and share prices change with 
company performance and demand for 
individual shares  

• Some companies have a policy of not paying 
out dividends, but re-invest in the company  

• There is potential for substantial capital gains / 
losses  

• Equities offer diversification across markets 
(e.g. UK, Europe, US) and sectors (e.g. financial 
services and property) so spreading risk 

• Tends to pay regular income 
(although not guaranteed) 

• Potential for capital growth in 
property value  

• Can be illiquid if prices fall or 
vacancy rates rise  

• Offers diversification across 
market sectors, territories and 
types of property so spreading 
risk 

 Cash Fixed income Equities [shares] Property 

W
ha

t i
t i

s • Bank & building 
society, (instant 
access & timed 
deposits)  

• Cash funds  

• Government and 
corporate borrowing:- 

• UK Government gilts  
• US Government treasury 

bonds etc 
• Corporate bonds 

• Represent shared ownership of limited 
companies asset classes  

• Tend to be listed and traded on national and 
international stock exchanges  

• Ownership by companies and 
individuals of physical 
residential and commercial 
property  
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With asset allocation playing such a critical role in investment returns, it is vital that 
determining your exposure to the different asset classes is done on a professional and 
scientific basis.  
 
The optimum allocation between the main asset classes (cash, bonds, property and 
shares) will differ from investor to investor as it is based on the level of risk each 
investor is prepared to accept. 
 
It is now generally accepted that strategic asset allocation is by far the most important 
determinant of portfolio performance. This is the process of allocating your capital 
across a range of different asset classes, such as cash, fixed interest, property and 
equities.  
 
This is not simply a question of diversification, although spreading risk amongst 
different asset classes is clearly important. The optimum split between these asset 
classes depends on your personal objectives for the portfolio and on the risk of failure 
that you are prepared to take over your chosen timescale. 
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We believe that the 
process of choosing 
and maintenance of 
the long-term asset 
allocation structure 
of a portfolio is by far 
the most important 
aspect. 

 
 

  

 

ASSET ALLOCATION IS THE PROCESS OF PUTTING THE  
BUILDING BLOCKS IN THE RIGHT ORDER 
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The remaining steps of our process revolve around capturing as much of the available 
return from this mix of building blocks as is practically possible.  
 
Once these core decisions have been made we build and maintain 5 Model Portfolios 
that are designed to deliver stepped risk & reward characteristics. 
 
The cost of buying and owning the building blocks is an important factor and where 
possible this will be kept to a minimum as we have an element of control. Passive or 
Index funds help in this regard, but as the saying goes “the bitterness of poor quality 
remains long after the sweetness of low price is forgotten.” In other words, we won’t 
select building blocks on (low) cost alone.  
 
Equally we will resist the temptation to be swayed by past performance or take ‘bets’ 
on where we think the best investment returns will come from next. 
 
It’s all about DISCIPLINE. Consider the following:- …………………. 
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DO YOU WANT TO PICK THE BEST AND WORST  
SECTORS FOR THE NEXT 12 MONTHS? 

 

To reinforce the point that it is virtually impossible to consistently pick the next “best” 
market, asset class or sector, consider this:- Could you predict the next best and worst 
performing investment classes based only on what has happened in the past? 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  Developed Markets ex UK Equities   Government Bonds (hedged) 
  Emerging Markets Equities   Global Credit (hedged) 
  Global Real Estate   Short Term Government Bonds (hedged) 
  United Kingdom Equities   UK Treasury Bills 

You can never know 

in advance which 

markets will 

outperform from 

year to year.  

By holding a globally 

diversified portfolio, 

investors are 

positioned to 

capture returns 

wherever they occur. 

Source:- Dimensional Fund Advisors 
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When you try to 
out-think or outwit 
the market, you 
compete with the 
collective 
knowledge of all 
investors. 
 
 
 

 
 

By harnessing the 
market’s power, you 
put their knowledge 
to work in your 
portfolio. 

LET THE MARKET WORK FOR YOU 
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MANAGING RISK AND YOUR CAPACITY FOR LOSS 
 

 
Risk to one person is Opportunity to another – so how do we quantify this?  
 
Initially, we ask clients to undertake a detailed risk assessment. This will help determine 
not only your attitude to money, but also your Capacity for Loss. 
 
Capacity for Loss is your ability to absorb any falls in the value of investments without 
materially affecting your lifestyle. Knowing what level of short term reduction of capital 
would materially affect your standard of living or comfort zone will affect whether we 
recommend a smaller sum be invested, or whether investment is appropriate at all.  
 
In all cases though we will want to ensure that sufficient Cash is retained to cover near 
term capital requirements and to desensitise clients from the impact of market 
movements. 
 
Alongside this we need to manage your expectations of what is actually achievable for 
a given level of risk, and this may mean that you have to be prepared to change your 
objectives or timescales.  
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WHAT RETURNS ARE POSSIBLE? 
 

 

This of course is the million dollar question. Nothing is guaranteed, but we can look at 
what has happened in the past to show you what is possible.  
 
The following graph shows a range of returns over 1, 3, 5, 10 and 20 year periods 
between January 1988 and March 2018. The data represents the best and worst 
returns observed over this time for various risk graded portfolios (100% equity being 
‘higher’ risk and 20% equity being ‘lower’ risk). 
 
You can clearly see the effect of ‘time in’ the market, but to be in the portfolios with 
the potential for the greatest returns, you have to be comfortable that your money will 
most likely be exposed to negative periods as well. 
 
We are not trying to suggest that these are the returns you will actually experience 
(they could be more or less) – it is a way of trying to demonstrate what ‘might’ happen 
over time based on example portfolios using historic data and in some way to help to 
manage your expectations. 
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BEST AND WORST RETURNS 

 
 
 

 
Monthly 01/01/1988 – 31/12/2020            Source:- Dimensional Fund Advisors (DFA). Figures are representative of DFA’s UK Balanced Strategies, net of investment fees, but exclude advice or account charges 
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REBALANCING, REVIEWS AND CHANGES TO THE PORTFOLIO 
 

For those clients that subscribe to our ongoing planning and review service we will look 
to carry out a formal asset allocation assessment with you no less than once each year. 
This may be done face-to-face or remotely (i.e. by telephone, email etc).  
 
In some cases this may be more frequent depending upon your circumstances. Where 
appropriate we will rebalance the portfolio to bring it back in line with the relevant 
Model.  
 
Your risk tolerance will generally be reassessed every two years unless circumstances 
suggest this should be more frequent. 
 
Each quarter Enable’s Investment Committee meets to discuss the current models, 
economic issues and any legislative or provider matters. This may involve making 
changes to either the underlying asset allocations or the individual fund manager 
groups.  
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As Enable is not a “discretionary” manager, we will not unilaterally change the 
constituent parts of your model without first obtaining your express consent.  
 
Additionally, it may not be practical or sensible to carry out an immediate rebalancing 
exercise and in some cases any changes may not be reflected until the next formal 
review of your file and portfolio. 
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INVESTING SHOULD BE A LONG TERM VENTURE 
 

The information contained in this document is believed to be correct, but cannot be guaranteed. We 
cannot be held responsible for future changes in legislation that impact on the advice given today. 
Opinions constitute our judgment as at the date of issue and are subject to change. Enable’s model 
portfolio’s may be subject to change at any time but are typically reviewed on a quarterly basis. 
 
The Enable investment strategies will contain a range of funds with many different objectives and 
various degrees of potential risk and reward. Indeed, individual funds have been selected on the 
basis that they are an integral part of a diverse portfolio.  Please note that in Enable’s view the 
portfolio as a whole matches the risk tolerance rather than by each and every fund.  By investing in a 
diverse range of complementary funds the potential risk of the portfolio can be reduced whilst 
maintaining its potential for healthy long-term returns. 
 
None of the contents of this document should be taken as an invitation to invest.  

Risk Warnings 
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TAXATION AND LEGISLATION 
Gains realised by the fund managers, within the funds in which you are investing from the 
underlying investments, are exempt from capital gains tax. The funds must pay corporation tax at 
the current rate of 20% on a proportion of their taxable income. With the exception of certain 
cash funds, Stamp Duty Reserve Tax (SDRT) could be chargeable on the value of surrenders and 
transfers in the fund. The rate of SDRT is 0.5%. 
 
Distributions from investment portfolios (whether actually received or accumulated within the 
fund) may leave you liable to additional income tax depending upon your personal 
circumstances. If in any doubt you should seek your own tax advice. 
 
GENERAL RISK WARNINGS 
1. The value of investments and any income from them is not guaranteed and may go down as 

well as up.  
2. You may not get back all of your original investment.  
3. Past performance should not be considered a guide to future performance.  
4. Unless exclusively investing in the UK, foreign exchange exposure exists in all funds and this 

might work for or against you. Changes in foreign exchange rates may cause the value of 
investments to go down or up.  

5. Unless the net of charges return of your portfolio matches or beats the rate of inflation, the 
real value of your investment will reduce over time. 
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6. Taking an income from your investment will reduce the potential return. If the return does not 
match or beat the level of income taken, the value of the investment will reduce over time. 

7. The current tax position for investments may not be maintained. 
 

COMMERCIAL PROPERTY FUNDS  
You may not be able to encash your investment in such funds whenever you choose because the 
land and buildings in the fund may not always be easy to sell. During periods when they are not 
readily saleable, the fund manager may refuse or be unable to repurchase your units and accept 
your immediate instructions for encashment or surrender of your policy. Typically providers of 
Property funds retain discretion to defer capital withdrawals for up to 12 months during such 
periods. You should also note that the value of property within a fund valuation is a matter of 
judgment by the valuer. 
 
EMERGING MARKETS  
These can be exposed to political risks and adverse economic circumstances putting the value of the 
investment at risk. Investing directly in overseas markets generally involves different risks compared 
with UK markets and in some cases, will be greater.  
 

SMALLER COMPANIES 
These investments may be less liquid than a larger company’s, and the price fluctuations may 
therefore be greater than in larger company funds.  
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DERIVATIVES  
Some funds include exposure to (including financial futures, options and swaps) that are typically 
used to hedge or otherwise manage the fund’s risk. You should be aware that derivatives could also 
be used by fund managers to increase the fund’s risk. In addition, the derivatives may not produce 
the desired risk management or hedging result and are subject to counterparty risk. As a result, 
funds that use derivative instruments may be subject to higher price volatility. 
 
FIXED INTEREST SECURITIES 
The Models may contain Fixed Interest Securities from time to time (assets such as Government 
Gilts, Corporate Bonds etc). These assets can be very sensitive to longer term interest rate 
movements and capital values are prone to fall when interest rates rise.  
 
WHAT TAX MIGHT I PAY ON MY INVESTMENTS? 
Unless your investment is held within a Pension, ISA or other tax privileged ‘wrapper’, there are 
issues you should be aware of. 
 
We will always try and help, but please remember that we are not accountants. You can contact 
HM Revenue & Customs on www.hmrc.gov.uk for more information or your local tax office will 
also be able to help answer your questions on tax. Otherwise, your accountant, if you have one, 
will be very familiar with these issues.  
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Where your total taxable income, including that from Unit Trusts & OEICs, exceeds £100,000 any 
income distributed, whether actually received or accumulated within the fund, may reduce your 
personal tax allowance.  
 
WHERE YOU RECEIVE INTEREST FROM WHICH INCOME TAX HAS AUTOMATICALLY BEEN DEDUCTED:  
• If you’re not liable to income tax, you can reclaim the tax deducted from HM Revenue & 

Customs.  
• If you’re a basic rate taxpayer, you will have no further income tax to pay.  
• If you’re a higher rate taxpayer, you will have to pay additional income tax of currently 20% of 

the gross interest distribution.  
• If you’re an additional rate taxpayer, you will have to pay additional income tax of currently 

25% of the gross interest distribution.  
 
WHERE YOU RECEIVE DIVIDEND DISTRIBUTIONS:  
Income (the yield, dividend or interest) from these funds can be distributed or accumulated 
within the fund. You’ll pay tax on any dividends you receive over £2,000 pa at the following rates: 
 
• 7.5% on dividend income within the basic rate income tax band 
• 32.5% on dividend income within the higher rate income tax band 
• 38.1% on dividend income within the additional rate income tax band 
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WHEN YOU SELL OR TRANSFER  
You may be liable to capital gains tax on any withdrawal (including switches from one fund to 
another) from a collective investment fund such as our Model Portfolio’s. You may therefore be 
liable to capital gains tax on gains arising from the redemption, transfer or other disposal of 
shares. The rate of tax, and available reliefs, will be as applicable from time to time.  
 
Capital Gains should be reported to HMRC even if there is no tax to pay.  
 
Our aim will be to maximise use of available allowances and exemptions but it will not always be 
possible to mitigate personal taxation completely – especially if the timing of any withdrawal or 
disposal is critical or unexpected. 
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HOW SAFE ARE MY INVESTMENTS? 
 

FINANCIAL SERVICES COMPENSATION SCHEME (FSCS) 
The FSCS was set up under the Financial Services and Markets Act 2000 and exists to protect 
customers of Financial Conduct Authority (FCA) authorised firms and covers deposits, insurance 
and investments. The Scheme can pay compensation to customers who have lost money as a 
result of their dealings with FCA authorised firms that are unable to pay claims against them, 
usually because they are insolvent or have stopped trading. Full details of the FSCS arrangements 
applicable to your investments will be outlined in the relevant Key Features Document. A brief 
summary of the level of protection offered is outlined below. 
 

 

Product Maximum Compensation • FSCS compensation only covers businesses 
authorised by the FCA. If you invest 
Offshore you may have a different level of 
protection or none at all. 

 
• The FSCS provides cover if an FCA 

authorised business becomes unable to 
pay claims against it.  

 
• Please note that it does not offer 

compensation for poorly performing or 
failed investments.  

Deposit / Bank 
Accounts £85,000 per person per licenced institution 

Investments (i.e. Unit 
Trusts) 

The maximum level of compensation for claims 
against firms declared in default on or after 1 April 
2019 is £85,000 per person per firm 

Long term insurance 
(i.e. investment 
bonds, annuities) 

The maximum level of compensation for claims 
against firms declared in default on or after 3 July  
2015 is 100% of the claim with no upper limit. 


