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if your income suddenly dried
up?
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The difference between
value and growth investing
Why it's important to invest in
funds offering a blend of styles.

Protection

Deadline to Breadline
For its latest ‘Deadline to Breadline’ report,
Legal and General surveyed 2,000 full and
part-time workers to assess how long they
could survive on savings if their income
stopped due to serious, or long-term illness,
or death. The rather worrying answer was
32 days.
The research also revealed that just over a quarter
wouldn’t have enough savings to last them a week
and 30% of UK workers have no financial back-up
plans whatsoever - despite the average household
debt standing at around £4,600. This lack of
preparedness would result in potentially serious
financial exposure if things went awry.
UK Protection gap
L&G’s research is important because
it highlights just how many people
could be gambling with their homes
and their family’s wellbeing, by not
having a back-up plan. And when you
consider that the average UK gross
annual salary is £28,677, the support
you could expect from the State is not
sufficient to provide a reasonable
safety net, especially if you are the
sole breadwinner.

How can you protect yourself?
If you have a mortgage or people who rely on your income it’s important to
take steps now to understand what would happen if your income suddenly
stopped. If you have any existing insurance policies, check the details to
make sure they reflect your current circumstances and would still meet
your needs if you needed to make a claim.
If you don’t have cover in place we can talk to you about a range of different
types of protection insurance that would help to pay the mortgage and
provide a financial lifeline for your family if you were temporarily, or
permanently, unable to provide for them. This includes cover for
serious and critical illness and income protection, which pays out
a regular tax-free income if you’re unable to work. We can also
advise on a range of life insurance plans, including:

Statutory Sick Pay can be paid for
up to 28 weeks @ £92.05 a week

Employment and Support Allowance
@ up to £73.10 a week for the first 13
weeks then up to £110.75 after that
(for a single person)
For less than the cost of a daily cup
of takeaway coffee you can help
protect yourself and your family and
be in a better position to deal with
the consequences that could occur
from illness, accident, unemployment
or death. That’s why, when we talk
to clients about protection, we talk
about value, rather than cost.

Term insurance - normally taken out to cover mortgage payments,
these plans are the simplest form of life insurance and can be tailored
to suit your budget.
Family income benefit - pays out a regular income as an
ongoing lifeline for dependants.
Whole of life insurance - lasts as long as you do (or until you
stop paying the premiums) and provides a lump sum on death.
With some types of life cover it's also important to consider writing the plan in
trust. This is a legal document that allows you to determine what happens to
the money after your death and can ringfence the pay out from inheritance tax.

Whatever your situation, advice is important to make
sure you get the most value from your protection
insurance. Please get in touch to find out more.
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General

Helping you to save
Help to Save is a government
savings account aimed at an
estimated 3.5m people on low
incomes. The scheme pays a
bonus of 50p for every pound
saved over four years, representing
better value compared to the 1 - 2
per cent returns on savings bonds
offered by high street banks.
Eligible savers can open an account using their
‘government gateway’ ID and pay in up to £50 each
month over the four-year term. Once the four years
are up, or the account is closed (if earlier) there’s no
opportunity to use the scheme again.

Savings and bonuses

Eligibility for an account

You could receive two tax-free bonuses over four
years of the account being open; at the end of years
two and four. The first bonus is based on the amount
saved in the first two years, the second bonus will be
calculated from the additional savings added during
years three and four. The most you can save is £50
per calendar month, meaning over the four-year
term the maximum savings pot is £2,400 attracting
a total bonus of £1,200.

To be eligible for an account, you must either:

You can withdraw money from your account at any
time and this will be paid into your bank account.
However, depending on when and how much you
withdraw you could lose your final bonus.

£600

£25 each month

— c laiming Universal Credit and your household
income in your last monthly assessment period was
£542.88 or more
You can apply for an account if you live abroad
providing you are either a:
—C
 rown servant or their spouse or civil partner; or
—a
 member of the British armed forces or their
spouse or civil partner

For information and advice on a
range of savings and investments
that suit your circumstances,
please get in touch.

Example:

Year 1 and 2

—B
 e entitled to Working Tax Credit and receiving
Working Tax Credit or Child Tax Credit payments; or

Year 3 and 4*
£300

50% of £600

£200

£100

50% of £200

*you can withdraw
money in year 4
without affecting
your bonus

Savings

Bonus

Savings

Final Bonus

You pay in £25 every calendar month for two years. You don’t withdraw
any money, which means your balance halfway through the plan is £600.
Your first bonus paid after two years is £300 (50% of £600).
Over years three and four you save an extra £200 to increase your balance
to £800. You withdrew some money in year four but this doesn’t affect your
final bonus which is £100 (50% of £200), paid at the end of the term.
Your savings plan closes with a final balance of £1,200 - you having paid in £800.
Graph for illustration purposes
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Investment

The difference between
value and growth investing
Warren Buffet, sometimes known as the sage of
Omaha, once claimed he preferred to “to buy a
wonderful company at a fair price”. What he meant
by this is when it comes to picking investments, he
looks for quality businesses that, for some reason or
another, are undervalued by the rest of the market.
Buffet learnt his trade as a student and later an employee of Benjamin
Graham, widely considered the godfather of this style of ‘value investing’
and author of one of the most authoritative books on security analysis.
Value investors take a bottom-up approach to evaluating an investment
opportunity. They look at a company’s fundamentals, such as its revenue
streams or balance sheet, and use metrics like the price-earnings (PE) ratio or
price-to-book (PB) ratio to figure out if its shares are available at a discount.
Once value investors identify a company that appears undervalued, they
buy and hold, hoping the rest of the market will take notice and the share
price will rise.
Buffet has successfully applied this approach throughout his 60-year
career and the share price of Berkshire Hathaway, the publicly-listed
vehicle through which he invests, has grown steadily but surely since
he took control in 1965.

Going for growth
Some investors prefer to target companies that are growing fast and therefore
offer the prospect of considerable returns. These types of companies tend to
have developed new and innovative products and services which catch the
imagination of consumers.
The tech sector has traditionally provided these ‘growth investors’ with a
steady stream of opportunities. Jeff Bezos only launched Amazon in 1994, but
its valuation surpassed one trillion dollars at the start of September 2018.
Apple was the first company to reach a trillion-dollar valuation earlier in 2018,
although it was founded 18 years before Amazon. More recently, the share
prices of Facebook, Alphabet (parent of Google) and Netflix have raced ahead
since listing on the stock exchange.
Of course, not all growth shares shoot the lights out. Just ask investors in
social media platforms Twitter and Snapchat.

A blend of styles
Some fund managers identify as either value or growth investors. Within
the Omnis range of funds, Cédric de Fonclare of Jupiter Asset Management,
who runs the Omnis European Equity Fund, leans slightly in favour of growth.
Similarly, Andrew Rose and Masaki Taketsume of Schroders, co-managers
of our recently launched Omnis Japanese Equity Fund, have a minor bias
towards value.

Each of the Omnis fund managers has developed
their own approach to researching investment
opportunities and building portfolios based
on years of experience.
By offering a range of funds with a blend of
styles, we believe that we can provide you with
great potential for returns across all market
conditions. Please get in touch to find out more.
The value of investments and any income from
them can go down as well as up and you may not
get back the original amount invested.
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