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The latest fundraising challenges undertaken by the Schroders Wealth Management team

Making it count

Schroders Wealth Management 
staff – like so many of our clients – 
continue to donate time and effort to 
charitable causes. Recent fundraising 
activities have included cycle racing 
and running around the Isles of Scilly. 
In the past quarter our staff have 
raised £15,500, bringing the sums 
raised so far this year to a total of more 
than £87,000. This figure includes 
the contributions made by Schroders 
Wealth Management in matching 
employees’ fundraising.

Eight members of the Discretionary 
Fund Management team battled 
through wind and rain to complete 
the 100-mile RideLondon course in 

July. The team made it to the top 1% 
of JustGiving’s fundraiser pages, with 
almost £8,000 going to Carers UK.

Cléo Fitzsimons, Schroders Wealth 
Management’s Responsible Investment 
Manager, raised over £2,000 for 
Battersea Dogs & Cats Home through 
finishing both the Hever Castle 
Middle-distance Triathlon and the 
Cotswold Classic Half Ironman.

Damian Robinson, Portfolio Director, 
completed the Swimrun in the Isles 
of Scilly – 18 miles of cross country 
running and five miles sea swimming 
– and raised around £3,000. “You ran, 
then swam, then ran, then swam and so 
on, staying in your wetsuit and trainers 

Alistair Gates (above, far right) raised £1,800 for 
Parkinson’s UK by participating in the Surrey 100 bike 
ride. Cléo Fitzsimons (above) raised over £2,000 for 
Battersea Dogs & Cats Home. Former Schroders 
Wealth Management employee Jeff Hayes (above left 
in yellow) also took part in the Surrey 100 challenge

the entire time,” he said.
In Guernsey, Natalie Le Noury, 

Client Documentation Specialist, and 
James Falla, Client Director, completed 
the Guernsey Saffery Rotary Walk – a 
gruelling 39-mile challenge (with a 
4.30am start-time).

Portfolio Director Alistair Gates took 
part in the Surrey 100 bike ride and 
raised £1,800 for Parkinson’s UK.
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I
t was an eventful summer.

When I last wrote in early July, a topic of growing concern was the trade war 
developing between China and the US and the extent to which this was drawing 
in other nations. Since then the dispute has intensified.

This has created anxiety in financial markets and, in particular, has exacerbated 
the negative view of emerging markets that is taking hold.

Individual countries, notably Turkey and Argentina, have stumbled into full-blown 
crises. But other developing countries appear to have been dragged down by the markets 
in a process of “guilt by association”, giving rise to interesting opportunities.

Caspar Rock, in his Market Review, explains our outlook on world markets more fully.
In general we maintain our watchful stance on equities, conscious of high valuations 

and alert to the fallout of trade skirmishes and the gradual tightening of central bank 
policy around the world.

Despite this, growth in many quarters remains extremely robust. Much of China’s 
staggering rate of wealth creation, for example, is underpinned by demographic and 
cultural trends which we believe will persist.

For those of us who live in the UK or have ties there, Brexit remains a dominant theme 
and the current uncertainty is unhelpful for both businesses and investors. As I speak 
to clients and friends living overseas, they feel the UK is looking increasingly inept. In 
this issue of dialogue we explore the different outcomes that might arise in the event of a 
last-minute agreement – or in the total absence of one.

Some of the issues I have touched on here are naturally causes for concern. But the 
very long history of Schroders Wealth Management is a reminder that generations of 
clients have successfully preserved and grown their wealth through the most extreme 
circumstances, as well as relentless change.

Lastly, you will notice that our address has changed following the move to our new 
offices at 1 London Wall Place, where we look forward to seeing you soon. The move 
marks an important step for Cazenove Capital, as we are now housed in the same 
building as our colleagues in the wider Schroders Group.

This proximity to the investment, strategy and economics teams can only help our 
ability to bring their expertise to bear in the management of your assets, strengthening 
the proposition and service we offer our clients around the world. It also provides 
wonderful working conditions which will help to ensure that we are able to attract and 
retain the very best people to look after you.

ANDREW ROSS,
GLOBAL HEAD OF 

WEALTH MANAGEMENT
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“ The ability 
to access a 
salesroom from 
anywhere gives 
people their 
greatest chance 
of obtaining real 
rarities” 
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The global 
economy seems 
set fair through 
2019

Looking forward, in the near 
term, the two big issues that 
could impact asset market 
returns are a further escalation 

of trade disputes between the US and 
China, and closer to home, the progress 
of the Brexit negotiations. My colleague 
Janet Mui has written about the US 
dollar, trade and emerging markets 
elsewhere in this edition, so I will spend 
less time on that. Before I move on to a 
discussion of global investment markets 
and our current asset allocation policy, 
it is worthwhile to outline what we 
should expect in the next six months 
up to the Article 50 departure date of 
29th March 2019, and most importantly 
what we are doing for portfolios, and 
particularly how we can protect GBP-
based investors.

The UK and the EU are working 
on two documents that will set up an 
orderly departure of the UK from the 
EU as the Article 50 period ends. The 
first is the “Withdrawal Treaty” which 

will create binding commitments 
under international law, containing its 
own procedures for dispute resolution. 
The second is very much a political 
declaration on the framework of the 
future relationship, which will not have 
the same legal status. According to 
sources, 80% of the first document has 
been agreed including EU/UK citizens’ 
rights, the financial settlement, and 
how any transition period will work. 
The key areas still to be agreed include:
• The Irish border backstop
• The governance of the treaty in case 

of any dispute
• The ability to extend the transition 

period if negotiations have not 
been completed without the need 
to get agreement from all national 
parliaments in the EU 27 

• Whether there is a link between the 
negotiated settlement and any future 
trade agreement
There are a series of summits at 

monthly intervals during the autumn 

that should increase the focus and 
intensity of the negotiations, and 
our central case is that we will see a 
negotiated Withdrawal Agreement in 
November. What is becoming clear is 
that the political declaration, which 
was previously expected – when David 
Davies was minister of the Department 
for Exiting the European Union – to 
be a very comprehensive document is 
now more likely to be a very high-level 
and much shorter document. It will 
set some broad parameters for future 
arrangements, which will be negotiated 
during the transition phase.  

The negotiations with the EU are one 
thing, but perhaps the bigger hurdle 
is to get the agreement through the 
House of Commons, given the various 
leave and remain factions that make up 
both the main political parties.

The key question for us is how 
this could affect asset prices and 
what action should we take? Foreign 
exchange markets in the short term 

Newark Dockside, New Jersey:
The US economy continues to 
be enhanced by the fiscal boost

Caspar Rock
Chief Investment 
Officer
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are extremely sensitive to Brexit news 
– the spectre of a “no-deal” or a hard 
Brexit tends to lead to a weaker pound 
against all currencies, including the 
euro and the dollar. This has been 
one of the factors in our decision to 
prefer non-sterling equities for some 
time. The pound was very weak over 
the summer, falling very briefly from 
around 1.43 to below 1.28 to the US 
dollar. We retain an underweight 
position in UK equities for the reasons 
outlined in the last edition of dialogue, 
and continue to hold index-linked gilts 
that would outperform in the event of 
a hard Brexit. There may also be an 
opportunity to switch from large cap 
oriented funds to buy small and mid 
cap exposure at attractive valuations as 
the dust settles.

We consider economics, valuation, 
sentiment and risk to formulate our 
asset allocation policy. 

Turning to the global economy, 
the outlook remains reasonably 

positive, although Janet does note 
that growth is now less synchronised 
given the relative slowdown of non-
US economies compared to the US 
economy, which continues to be 
enhanced by the Trump tax cuts and 
the fiscal boost. Although there have 
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been signs of a tighter labour market 
and stronger wage growth, core 
inflation has not risen very rapidly or 
alarmingly in the US. Interest rates 
should continue to rise, albeit gently, 
as monetary conditions continue 
to normalise. 

SELECTED GOVERNMENT BOND YIELDS
SOURCE: DATASTREAM

▼
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“ In the US, a 
higher equity 
market has 
been more 
than offset 
by extremely 
strong earnings 
growth”

In terms of valuation, global markets 
have de-rated from the extended price 
earnings multiples seen in the first 
quarter of 2018. In the US, a higher 
equity market has been more than 
offset by extremely strong earnings 
growth. In the rest of the world we 
are seeing less strong (but still 
positive) earnings growth combined 
with lower equity markets, producing 
lower valuations.

As far as sentiment is concerned, 
the euphoria that symptomised stock 
markets at the beginning of the year 
has clearly been replaced by more 
balanced positioning among market 
participants and less consensus 
on the outlook, which makes for a 
healthier investment environment. 
There are certain asset classes that 
could be described as being attractive 
but unloved – for example, emerging 
market debt was added to portfolios 
earlier in the summer, while the US 
dollar currently appears to be a little bit 
too popular.

There are very few instances of 
a bear market occurring, while the 
global economy is still growing, 
hence the biggest risk to the current 
environment being signs of a clear 
economic weakness. We are watching 

very vigilantly, but it still seems set 
fair through 2019. Commentators are 
more concerned about the outlook for 
2020. The two other major risks to 
the global economy are a protracted 
and expensive trade war that impacts 
consumer and business sentiment and 
capital investment, and a deterioration 
in liquidity conditions through a 
combination of higher interest rates 
and a reversal of quantitative easing. 

So, where does this leave our 
portfolio positioning? Despite the 
correction in valuations and sentiment 
over the past few months, markets 
cannot truly be described as cheap, 
and as a consequence we are broadly 
more neutral in our allocation towards 
equities. We are continuing to move 
portfolios towards a more global 
asset allocation and have reduced the 
home bias in both our GBP and EUR 
denominated portfolios. We continue 
to hold inflation-linked securities 
especially in the GBP portfolios, 
although as bond markets normalise 
and yields rise, we have been looking 
to improve the credit quality of our 
portfolios. In US dollar portfolios, 
we have included conventional 
government bond holdings after many 
years of absence. 

The former 
headquarters of 
Lehman Brothers in 
midtown New York
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CURRENT VIEWS

Alternatives

  Increased volatility and dispersion should provide opportunities. We favour trend followers and long/short 
strategies.

  Post-Brexit concerns have resulted in the marking down of property valuations, but income characteristics 
remain attractive.

  Gold is attractive as a diversifier, portfolio insurance and an inflation hedge.

Absolute return

Commercial 
property (UK)

Commodities

  We favour the 
base currency

  We favour the 
counter currency

 No preferenceKEY
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A summary of our investment team’s thinking on the likely direction of global markets

Positive

Positive/neutral

Neutral

Negative/neutral

Negative

KEY TERMS

 Up from last quarter
  No change

 Down from last quarter

Spread: 
the difference in 
yield between a 
non-government 
and government fixed 
income security.

Duration: 
approximate 
percentage change in 
the price of a bond for 
a 1% change in yield.

  Improved valuations following on from strong earnings growth.

  We prefer USD bonds versus EUR and GBP bonds, particularly inflation-linked bonds.

  Attractive diversification characteristics compared to equities and fixed interest.

  Cash has defensive and opportunistic qualities in uncertain and volatile markets.

Equities

Fixed income

Alternatives

Cash

Asset classes

October 2018

At a glance...

  US Treasuries are relatively more attractive given the normalisation of yields that is taking place. We are 
cautious on European government bonds. 

  Returns are likely to be driven largely by government bond markets. We see opportunities in some shorter 
maturity areas of the markets.

  High-yield credit spreads are at a historically low level compared to Investment Grade credit and Emerging Market Debt 
spreads, so we remain wary.

  Inflation-linked government bonds remain relatively attractive compared to conventional government bonds and 
will outperform if inflation expectations rise.

Government 
bonds

Investment 
grade

High-yield

Inflation-linked

Fixed income

  Emerging market bonds offer good value across the board, but struggle amid a stronger US dollar.Emerging markets

SOURCE: CAZENOVE CAPITAL AS AT SEPTEMBER 2018. THE VALUE OF AN INVESTMENT AND THE INCOME FROM IT MAY GO DOWN AS WELL AS UP AND 
INVESTORS MAY NOT GET BACK THE AMOUNT ORIGINALLY INVESTED.

  The UK is now one of the slowest growing economies in the G7. Brexit uncertainty means we remain cautious.

  Slowdown in domestic economic growth, increased trade tensions and Italian politics could hamper earnings. 

  Strong US consumer and tax reform are supportive to earnings growth. 

  Upcoming elections and weak economic data reduce the relative attractiveness of Japanese equities.

  Solid and consistent earnings growth is supportive, but trade war remains a headwind.

  Valuations look attractive relative to Western developed markets, but trade war remains a headwind.

Equities

Emerging markets

Asia Pacific

Japanese

North America

European

UK
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What next 
for emerging 
markets?

Recent months have seen worrying headlines 
about Turkey, Argentina, South Africa and other 
emerging markets. In many cases their currencies 
have slipped and investors have shunned shares 

and bonds issued in these and other developing markets. 
Trade disputes between China, the US and other economic 
blocs have intensified investors’ anxiety. 

Here, Global Economist Janet Mui explains the causes 
behind the recent turmoil in emerging markets – and looks 
ahead to how they might perform in the coming months.

Why so much hangs on the strength of the 
US dollar
One of the major economic themes of 2018 has been the 
diverging performance of the US relative to the rest of the 
world. Thanks partly to President Donald Trump’s package of 
tax cuts, which has spurred robust spending by both consumers 
and businesses, the US economy is firing on all cylinders.

Confidence among small business owners and new job 
openings surged to a record high in August, despite worrying 
news flow about a looming trade war. Larger companies are 
also powering ahead, with the earnings of S&P 500 companies 
expected to grow 23% in 2018. 

With this as a backdrop, the Federal Reserve (the Fed) 
continues to raise interest rates – in fact there have now been 
seven US rate increases since the end of 2015. In contrast, ▼
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economic performance in the Eurozone, 
Japan and China has been disappointing 
this year to date, so we have seen a 
widening gap in benchmark interest 
rates between the US and other markets.

All of the above has led to one 
significant outcome: a sharp 
strengthening of the US dollar.

A strengthening US dollar is usually 
damaging for emerging markets. It 
tends to result in investors withdrawing 
capital from developing regions and it 
can hurt those countries with dollar-
denominated debt, as their financing 
costs rise. Central banks in emerging 
markets often react to capital outflows 
and weaker currencies by raising their 
own interest rates, which can depress 
domestic activity.

Countries with potential 
vulnerabilities – such as large current 
account deficits – suddenly find 
themselves facing more scrutiny in a 
strong dollar environment. This has 
clearly been the case this year with 
Turkey and Argentina, where the 
respective local currencies, the lira and 
the peso, have slumped more than 40% 
and 50% so far. These countries suffer 
their own unique problems, and yet the 
market’s response was somewhat more 
indiscriminate and the region as a whole 
came under intense pressure.

Fears of contagion and the mounting 
uncertainty of a trade war have helped 
spread this negativity. Emerging 
markets will not be spared the negative 

consequences of an escalating trade war, 
and indeed the likelihood of a deeper 
and more protracted trade war between 
the US and China is behind the decision 
of Schroders Economics Team to 
downgrade global growth expectations 
for two quarters in a row. We now expect 
emerging market growth of 5% in 2018 
(down from 5.1%) and 4.8% in 2019 
(down from 5%). China, we anticipate, 
will remain on course to grow 6.6% in 
2018, but drop to 6.2% next year. We 
had previously predicted growth of 6.4% 
for 2019.

Looking ahead
The reversal of the fortunes of emerging 
markets will be inextricably linked to 

the performance of the dollar – and the 
course of the trade dispute unfolding 
between China and the US.

Although growth will remain 
positive in 2019, we believe the trend 
of outstanding US growth will weaken, 
as the boost from tax cuts fades and 
higher inflation starts to bite. A deeper, 
prolonged trade war could prove 
inflationary and have an effect on US 
consumer confidence. 

Among corporates, if the extra costs 
of tariffs cannot be passed on fully to 
consumers, profit margins will start 
to narrow and share prices would 
come under pressure. While President 
Trump’s actions are notoriously hard to 
predict, we do know that he cares about 
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“ Emerging 
markets will 
not be spared 
the negative 
consequences 
of an escalating 
trade war”

US DOLLAR INDEX AND MSCI EM VS MSCI WORLD INDEX
SOURCE: DATASTREAM

 US dollar index (LHS, Index level)  MSCI EM Index vs MSCI World (rebased to 100)

The Federal Reserve 
Building, Washington DC
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his poll ratings – and the US stock 
market. The upcoming US mid-term 
election in November may result in a 
split Congress and potentially political 
deadlock in the US administration. In 
this scenario, particularly if we see a 
deteriorating impact on consumers and 
corporates in 2019, President Trump 
may soften his hardline stance and the 
prospect of some form of a deal with 
China might improve.

The trend of a widening gap in 
interest rates between the US and the 
rest of the world may wane in 2019. 
True, the Fed has pencilled in a total 
of three rate increases for next year, 
but we think there is a limit to how 
high US rates can rise. Given this is 
the first cycle of rate increases since 
the financial crisis, the Fed may prefer 
to pause at the 3% mark – rather than 
press on with further increases. On the 
other hand, central banks in Europe 
and elsewhere may start tightening as 
early as next year. Although the actual 
interest rate gap will remain wide, 
market expectations and the tone from 
central bankers can at times matter 
more for the relative strength 
in currencies.

Thirdly, the US dollar is overvalued 
according to a number of technical 
measures, leaving it susceptible to a 
reversal at some point. According to 
the International Monetary Fund’s 
External Sector Report in June 2018, 
the US dollar is overvalued in the range 

of 8-16%, making it an outlier in terms 
of G10 currencies.

All of the above point to an end to the 
current trend of a strengthening dollar, 
and that might come sooner than we 
think. If, for example, there is a positive 
surprise in relation to a cooling of the 
trade tensions, the dollar could weaken, 
especially given its current valuation. 
Whenever it comes, it will prove crucial 
in bringing relief for much-battered 
emerging market assets. 

WHAT THE ECONOMIST’S BIG MAC INDEX TELLS US 
ABOUT THE DOLLAR’S STRENGTH

SOURCE: THE ECONOMIST 

Janet Mui
Global Economist

The Turkish lira has slumped more than 40% 
against the strengthening dollar so far this year

How does The Economist’s Big Mac index 
work? A Big Mac costs £3.19 in the UK and 
$5.51 in the US. The implied exchange rate 
is 0.58. The difference between this and the 
actual exchange rate, 0.75, suggests the pound 
is 23.2% undervalued.

How currencies are under/over valued against the US dollar

CURRENCY % OVER/UNDER 
VALUED

Swiss franc +18.8

Swedish krona +5.8

US dollar
Euro -14.1

Brazilian real -20.1

British pound -23.2

Chilean peso -26.5

Thai baht -34.9

Chinese yuan -43.8

Argentine peso -50.9

Turkish lira -58.5
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Global economic growth 
continues despite political 
uncertainties and other 
headwinds, and as a result 

central banks are slowly raising – or 
“normalising” – interest rates.

But what is “normal”, and how high 
will rates go?

The period since the financial crisis 
has been anything but normal. Rates in 
most developed countries were slashed 
in 2008-09 and today remain at or near 
their record lows. The cuts were made 
as policymakers desperately sought 
to kickstart economic growth in the 
aftermath of the banking crisis. In some 
countries rates were cut below zero – 
bringing about bewildering scenarios in 
which depositors were effectively paying 
to bank their own cash. 

Recently this extreme situation has 
begun to reverse, with interest rates 
around the world inching back up. 
In the US, where the Fed Rate was 
slashed to 0.25% in December 2008, 
the first increase was implemented in 
2015. Thereafter the Fed Rate has been 
increased several times and now stands 
at 2%.

In the UK, the Bank of England 
cut its leading Bank Rate to 0.5% in 
March 2009. In the aftermath of the 
EU referendum in 2016 the rate was 
pushed down even further to 0.25%, 
but in 2017 it returned to 0.5%. The 
0.25 percentage point increase in 
early August this year marked the 
first increase above 0.5% in almost a 
decade. For a younger generation of 
Americans and Britons, central bank 

“For a younger 
generation, 
rates have 
never been  
this high”
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WHAT IS A ‘NORMAL’ REAL RATE OF INTEREST?
SOURCE: DIMSON, MARSH & STAUNTON, CREDIT SUISSE GLOBAL INVESTMENT RETURNS 
YEARBOOK 2018, DATASTREAM

 US  UK  Europe

Average annual % real interest rate (short-term interest rate minus inflation)

Interest rates rise, but 
how high will they go?
It’s the tenth anniversary of the seismic collapse of 
Lehman Brothers, and rates are only now starting to climb
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rates have never been this high (see 
panel, right).

But older generations of savers 
and borrowers will recall eras of far 
higher rates.

“Runaway inflation in the Seventies 
resulted in long periods of double-digit 
rates,” says Janet Mui, Global Economist 
at Schroders Wealth Management, 
“and older homeowners will remember 
mortgage rates of 15% or more.

“If we look back to the Seventies, 
one of the factors behind high inflation 
and high interest rates was low 
unemployment, which filtered through 
into sharp increases in wages.” Other 
key reasons were successive oil price 
shocks and the presence of powerful 
unions, who were able to negotiate 
salary increases.

“And although we have extremely 
low unemployment today – particularly 
in the US, but also in the UK – the 
general consensus is that today this low 
unemployment is less likely to translate 
so readily into wage growth. This means 
the risk of inflation running substantially 
above the target is lower, and central 
bankers are less likely to contain 
inflation by aggressive rate increases.” 
The emergence of new technologies and 
increased globalisation are two of several 
factors that are expected to keep low 
unemployment rates from driving up 
wage costs.

The chart on page 12 shows “real” 
interest rates – interest rates adjusted 
for inflation – for the US, UK and 
Europe over a range of periods. “It’s 
immediately clear that real rates in the 
post-crisis period have been abnormally 
low,” says Janet. “And it’s also clear that 
only in the US have we seen a significant 
change in direction more recently.

“But the chart also shows that the 
30-year period ahead of the crisis was 
characterised by real rates which were 
far higher than in the decades before 
that. We expect global rates to continue 
rising, or “normalising”. But we don’t 
expect real interest rates to return to 
pre-crisis levels.” 

MILLENNIALS EXPERIENCE 
THEIR FIRST RISE IN BANK RATE

Many Britons born after 1990 are experiencing the 
first increase in interest rates in their adult lives.
The Bank of England’s Monetary Policy Committee 
decided to raise the leading Bank Rate in early 
August, meaning that for the first time since March 
2009 it rose above 0.5% – albeit only to 0.75%.

“We are sceptical about the Bank’s ability to raise 
interest rates much over the next two years,” Janet 
Mui says. “Brexit is a key factor – and we will get 
more clarity on this next year. We are not expecting a 
further increase until May 2019 at the earliest.”

The decade before the crisis was characterised 
by Mervyn King, the former Governor of the Bank 
of England, as “NICE” – which stands for “non-
inflationary continuous expansion”. This described 
a period in developed nations in which steady 
economic growth was not accompanied by high 
inflation, and it made a benign backdrop for the 
governments of Tony Blair in the UK and George W. 
Bush in the US.

During the decade 1997-2007, the UK’s Bank Rate 
ranged between 7.5% and a low of 3.5%. The US Fed 
rate moved within a similar band, peaking above 6% 
in the early 2000s.

The recent decade of almost zero movement in the 
Bank of England’s Bank Rate is not unprecedented, 
however. Between October 1939 and November 1951, 
the Bank Rate remained at a level 2%, for example.

But that period is hugely eclipsed by the 103-year 
spell between April 1719 and June 1822, when the 
Bank Rate was continuously unchanged at 5%. That 
covered the reigns of George I (below), II, III and IV.

Inflation and interest 
rates peaked in the 
1970s, bringing 
social unrest
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T he June 2016 EU 
referendum is now almost 
30 months behind us – and 
the deadline by which the 

UK has to leave the Union, with or 
without a negotiated deal, lies merely 
six months ahead.

At the time of publication, negotiations 
between the UK and EU officials have 
not yet resulted in an agreement. 

In July, the UK government published 
a white paper on its envisaged future 
relationship with the EU – the 
“Chequers agreement” – and it has 
satisfied very few parties. Neither Brexit 
supporters nor Remainers are happy 
with the compromises it outlines, and 
time is running out.

Brexit challenges  
come into focus

If an agreement cannot be reached, 
and the 29th March 2019 deadline is not 
deferred, then the UK would leave the 
EU without any deal. This is referred to 
as a “no-deal” or “cliff-edge” Brexit.

“The trade-offs and consequences of 
Brexit are sharply coming into focus,” 
says Azad Zangana, Senior European 
Economist and Strategist at Schroders.

He believes that while there is a 
widely shared hope of arriving at a deal, 
splits within the UK’s major political 
parties – among other factors – could 
result in a “no-deal” (see panel, page 15).

“The UK and the EU have been 
clear that ‘nothing is agreed until 
everything is agreed’,” Azad says. “The 
UK government has started to issue 

The deadline draws nearer but uncertainty persists. 
Where will the UK be this time next year?
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advice to businesses and officials about 
the potential impact of a no-deal Brexit. 
This, extraordinarily, includes the need 
to stockpile food and medicine.”

The “Chequers agreement” 
Officially called “The future 
relationship between the United 
Kingdom and the European 
Union”, the white paper 
published on 12th July is 
colloquially known 
as the “Chequers 
agreement” – it 
was at the prime 
ministerial 
country retreat, 
Chequers, that 

Theresa May sought to persuade 
minsters to support it.

Despite initially indicating their 
support, two key pro-Brexit ministers 
– Boris Johnson (pictured below) and 
David Davis – resigned in protest shortly 
after the agreement was released.

Even President Donald Trump, 
visiting the UK at the time, criticised 

the document, to the 
embarrassment of 

Theresa May.
The Chequers 

proposals would 
allow free trade 
for most goods, 
including 
agricultural 

HOW A DIVIDED 
WESTMINSTER COULD 
LEAD TO A CLIFF-EDGE 
BREXIT (OR A GENERAL 
ELECTION)

“The problem for the Prime 
Minister is that the Cabinet reflects 
a divided country,” says Azad. “In 
the referendum, 48% of those who 
took part voted against Brexit, and 
while some are now content with 
leaving the EU, the majority want 
a soft Brexit, which would include 
access to the single market and 
free movement of labour.”

He points out that while Brexit 
supporters are themselves 
divided on some of these issues, 
a “worryingly large” faction want 
a “no-deal” scenario, as they see 
this as the quickest route out of 
the bloc.

“Brexiters complain that the UK 
will become a satellite state of 
the EU, being forced to be a rule-
taker without having any influence 
over how those rules are made,” 
Azad says.

“Brexiters are being short-
sighted,” he argues. “If they truly 
believe the country agrees with 
their vision of a hard Brexit, they 
should back the current proposal 
as it stands, then seek to change 
the relationship in future.

“The risk is that the Prime Minister 
loses further support from both 
sides of the debate, potentially 
leading to a leadership challenge 
or even a general election.

“This would almost certainly delay 
Brexit proceedings, but could even 
lead to a cliff-edge Brexit at the 
end of March 2019.”

BREXIT DIVIDES OPINION
We know that Brexit is a controversial topic and that 
many readers will hold strong and differing views. In 
this issue of dialogue we’ve included the independent 
view (page 17) of Simon Kuper, a columnist based 
in Paris. In future issues we will publish the views of 
other influential commentators, ensuring we cover this 
difficult subject from a range of perspectives.

▼
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produce, based on common standards, 
but giving the UK the ability to diverge 
should it choose to.

A new “Facilitated Customs 
Arrangement” would mean no customs 
and border checks, but would require the 
UK and EU countries to levy appropriate 
tariffs as goods passed through.

There would be ongoing participation 
in key European agencies, but the UK 
would retain the right to agree separate 
trade deals with other countries.

Significantly, the proposals do not 
include a free trade agreement relating 
to services, something which is likely to 
lead to some loss of access by the UK to 
EU markets.

There would be no free movement 
of labour, but instead reciprocal visas 
for tourism, business travel and study 
would be introduced.

“Overall, the proposal looks like it 
sits somewhere between the Canada 
trade deal and the European Free Trade 
Association, also known as the ‘Swiss 
option’,” says Azad.

But he warns of the consequences for 
no agreement relating to services.

“With services making up 80% of 
UK output and more than half of the 
UK’s exports, we are disappointed the 
government has not pushed for a free 
trade agreement in services,” he says.

Insurance, banking and investment 
management are likely to suffer, Azad 
warns. “It is clear that market access 
for the UK financial services firms will 
be materially lower,” he says. “For many 
finance firms, especially investment 
banks, this is the hardest form of Brexit 
they could face.”

He points out that the sector employs 
more than one million people in the UK 
and contributed £72 billion in tax for 
the year 2017 – or 11% of total receipts. 
“Damaging financial services will not 
only lead to the loss of high value-added 
jobs, but also hurt public finances and 
public spending,” he says. 

What are the various routes that 
Brexit might take from here?
The chart above, drawn up by Schroders 
Economics Group, maps out at a macro-
level the different ways in which Brexit 
might unfold.

It may change: several key meetings 
lie ahead, including an EU leaders’ 
summit on 17th November.

It shows how from the current 
position there are two effective routes. 
One would entail an “agreed” path, 
where the UK would enter a transition 
period of 21 months, during which 
permanent arrangements would be 
confirmed and ultimately introduced.

This transition period could result in 
a spectrum of outcomes from “hard” to 
“soft” Brexit.

The alternative path from here, 
come the deadline, would be a “cliff-
edge” scenario, which would take the 
UK straight to the position of having 
no trade agreements in place with 
the bloc other than the World Trade 
Organization rules.

“We have excluded the option of 
remaining in the EU,” Azad explains. 
“That is because there is not enough 
support for Parliament to override the 
referendum result; and there is not 
enough time, or the political will, for a 
second plebiscite.” 

SOURCE: SCHRODERS ECONOMICS GROUP

POSSIBLE BREXIT SCENARIOS

TRANSITION PERIOD
(21 months)

Assuming ongoing 
access to single market 

and customs union

AUTUMN 
NEGOTIATIONS

Deal or no deal?

LIMBO-BREXIT
Transition period 

becomes status-quo

POST-TRANSITION

HARD BREXIT
Unique trade deal 
3rd party customs 

arrangement

No free movement of 
labour

POST-TRANSITION

SOFT BREXIT
Remain in the
single market

Remain in the
customs union with 
free movement of 

labour

CLIFF-EDGE BREXIT
World Trade 
Organization  

rules only

DEAL

NO DEAL



“W e don’t trust the 
British anymore,” a 
veteran European 
political fixer, 

counsellor to his country’s prime 
minister, told me over lunch in his city-
centre mansion. He accepted Brexit. 
What bothered him was the deceit: 
the falsehoods Brexiters told in the 
referendum, and later the way former 
Brexit secretary David Davis would 
backtrack at Westminster on promises 
he had made in Brussels. Crucially, too, 
the fixer said Europe’s ruling political 
class no longer identified with Britain’s 
two main parties. The Conservatives 
had embraced a nineteenth-century 
nationalism unparalleled among 
continental Western Europe’s 
governments, while Jeremy Corbyn’s 
Labour reminded him of fringe 1970s’ 
European leftist movements. The fixer 
found it all very sad.

I’m a British journalist living in Paris. 
Brexit has changed my life. Like many 
Brits in France, I now spend my leisure 
time collecting the endless documents 
needed to acquire French citizenship. 
Meanwhile I travel around Europe 
talking to continental politicians, 
diplomats and businesspeople about 
Brexit. So how does this class see Brexit 
unfolding from here?   

The UK tabloids say Anglophobe 
“Eurocrats” relish the chance to hurt 
Britain. That’s not my impression. 
Elite Europeans tend to be instinctive 
Anglophiles, raised on Arsenal, or 
George Orwell, or The Smiths. I met one 
continental minister who takes annual 
walking holidays in the Midlands with 
friends from his old British university. 
His sister lives in Manchester, his 

daughter in London. These people 
saw Britain as a friend. But now they 
feel that friend has succumbed to 
its demons, taken off its clothes and 
stormed out of the party. 

European elites won’t give Theresa 
May anything much in this autumn’s 
crunch talks. In part, that’s personal. 
Neither she nor her senior Cabinet 
members have done what past 
British politicians did: spend decades 
building relationships with their 
continental peers. Today’s Tories lack 
old European friends. 

More importantly, if Europeans 
toss May something – for instance, 
restricting movement of EU citizens 
– then tomorrow morning 27 EU 
members will want their own tailor-
made concessions and chaos will ensue.

Europe’s ruling classes do want 
Brexit to hurt Britain – but chiefly so 
as to shut up the continent’s anti-
European populists. The strategy 
is working. Just before Britain’s 
referendum, the Dutch populist leader 
Geert Wilders, sitting beneath his 
portrait of Churchill in his poky Hague 
office, told me he hoped to follow 
Brexit with “Nexit”. As Britons argue 
about stockpiling medicines in case of 
a no-deal, he has piped down. Marine 
Le Pen, France’s far-right leader, has 
quietly abandoned “Frexit”. The EU 
remains disunited and unloved, but 
since Brexit, most Europeans now 
consider it necessary. That pleases 
Europe’s elites. Their position isn’t 
anti-British. It’s pro-themselves.

They aren’t very worried about 
suffering economic damage from a 
hard Brexit. Their forecasts show that 
most continental economies would 

scarcely be affected. The Netherlands 
would be hurt, but only Ireland 
would suffer as badly as the UK itself. 
Meanwhile, if Britain’s economy 
wobbles, the French in particular hope 
to poach bits of its finance, tech and 
car industries. Note Normandy’s recent 
ads in the London Tube beckoning 
companies across the Channel. 

Still, most continentals expect an 
autumn deal. As one politician who 
monitors Brexit for his country’s 
parliament explains, the European 
Commission’s experience is that in the 
end the UK always caves in to Brussels’ 
demands. Britain caved in on the 
sequence of negotiations and payments 
to the EU. It will eventually concede 
anything to stay in the single market 
and customs union, he predicts. Two 
weeks of planes not flying and oranges 
not reaching British shops could sink 
May’s government – remember the 
“Winter of Discontent” of 1979. 

Pascal Lamy, former head of the 
World Trade Organization, says “the 
most likely outcome” is “BRINO”: 
Brexit In Name Only. That would leave 
the UK obeying every EU rule, down to 
the contents of toothpaste. Emmanuel 
Macron – who on taking office directed 
his European team not to waste time 
on Brexit – may step in this autumn to 
ensure BRINO rather than no deal. 

Like most Europeans, Macron wants 
an orderly Brexit. Only the Dutch, 
historically Britain’s closest continental 
friends, aren’t quite resigned to Brexit 
happening. If talks collapse this 
autumn, expect Dutch Prime Minister 
Mark Rutte to make a last-minute bid 
to freeze Brexit and keep Britain in. But 
without trust, it will probably fail.  

Simon Kuper
Columnist for the  
Financial Times, 
based in Paris
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View from the EU 

Europe’s ruling class  
wants an orderly Brexit
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In each issue of dialogue we look 
at several charts which highlight 
a major theme of transformation 
underway in our economies and 

societies. Identifying and understanding 
these changes is an important part of 
our investment process.

The three charts below demonstrate the 
rise in ageing populations and signpost 
how this trend might affect different 
countries’ economic prospects. 

Of the world’s wealthiest nations, 
Japan has the longest experience 
of coming to terms with an ageing 
population. As the first chart shows, 
it is alone in experiencing a drop in 

“ The rapidly 
ageing 
populations 
of many 
countries is 
a cause of 
mounting 
concern”

total population over the last two 
decades. But what is more striking is 
the decline in working population: 
an ageing population means that a 
dwindling proportion of the total 
are in work. Of the wealthy nations, 
only Germany is alongside Japan in 
experiencing a fall in working-age 
population this century.

The second chart provides a 
snapshot of how this filters into other 
aspects of the economy, such as the 
job market. The third chart shows that 
while China’s population is not ageing 
as rapidly as other countries’, it will 
soon have more centenarians than any 
other nation. 
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20

15

10

5

0

-5

-10

CHART 1
POPULATION GROWTH IN G7 COUNTRIES
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SOURCE: IMF
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three charts:
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CHART 2
JAPAN: EMPLOYERS NEEDING WORKERS

CHART 3
CHINA WILL HAVE THE MOST CENTENARIANS
SOURCE: UNITED NATIONS, DEPARTMENT OF ECONOMIC AND SOCIAL AFFAIRS
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A s families become 
more globally dispersed 
and business interests 
become ever more 

international, growing numbers of 
wealthy individuals and families are 
in a position to choose where to make 
their home.

While there are many considerations 
in that choice, one important factor 
is tax.

“In our experience tax is often an 
issue, but it is rarely the primary driver 
of choice of location,” says Jo Bateson, 
Partner at KPMG’s London office.

“More often people want to 
live somewhere because of family 
connections or lifestyle – tax is 
secondary. We had recent clients 
for example who simply wanted to 
relocate to Tuscany. That was where 
they were going to go, and our role as 
advisers was to help them understand 
the tax consequences of that decision.”

Top marginal rates of income tax 
are only part of the picture
Different nations’ tax systems vary 
considerably, in part because they stem 
from local cultures and traditions.

This makes it tricky to compare one 
regime with another.

The table below shows the highest 
marginal income tax rates applying 

in a number of countries. The band 
is fairly narrow, with higher outliers 
being Sweden (with a top rate of over 
57%) and a prominent lower outlier 
Hong Kong (where a flat standard rate 
of 15% applies).

What those figures don’t reveal is 
the effect of other key elements of the 
income tax system: at what level of 

The tax implications 
of where you live

INCOME TAX: TOP MARGINAL RATES AROUND THE WORLD

Australia Austria Belgium Canada Denmark France Germany

45% 55% 50% 44.5%-54% 55.8% 49% 45%

45% 51.9% 15% 43% 55.95% 33% 22%

45% 45% 57.3% 45% 45% 37%

OECD 
average: 

42%

Greece Hong KongHolland Italy Japan New Zealand Singapore

South Africa SwedenSpain Switzerland UK US

SOURCE: KPMG
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income does tax start to apply, and how 
quickly do the subsequent higher rates 
– where they exist – kick in? Some 
countries have central and local income 
tax, with the latter differing by region.

In addition, family-friendly or age-
related measures, typically in the form 
of extra tax allowances, complicate the 
overall tax take.

The OECD’s Global Revenue 
Statistics Database gives a clear 
picture of the countries in which those 
individuals and two-children families 
on average incomes pay more or less 
tax. For instance, a single worker on 
an average wage will pay the highest 
overall rates of income tax in Belgium, 
Germany and Denmark – in part 
because the tax systems in those 
countries make generous allowances 
for families with children. In Belgium, 
a single earner on the average wage 
will pay 40% of their income in tax 
and other state contributions: a 

“ People want to live 
somewhere because of 
family connections and 
lifestyle – tax is secondary”

The Church of England came under 
attack earlier this month when it 
was revealed that one of its biggest 
investments was a shareholding in 
online retail giant Amazon.

Amazon has been severely criticised 
for paying very little tax in the UK: last 
year, for example, it faced a liability of 
less than £5 million on profits of over 
£70 million. There is no suggestion 
from any quarter that Amazon is 
breaking the law. But that is beside 
the point. The brunt of the criticism 
is that by arranging its affairs so as to 
limit tax, albeit legitimately, Amazon is 
being anti-social, even immoral.

By extension, say the critics, a 
principled institution such as the 
Church should not invest.

Similar criticism applies to private 
individuals who are shown to arrange 
their affairs so as to limit tax. In early 
September, The Times reported a 
leaked memo in which it emerged that 
knighthoods and other honours could 
be denied those individuals found to 
be guilty of “poor tax behaviour”.

This marks a distinct shift. In the past 
it was far simpler: you paid the taxes 
you were due to pay and no more. 
Observing the law was enough, and 
if you took legitimate steps to limit 
your liability you would not expect 
condemnation.

A striking ruling in a 1933 case 

between the Duke of Westminster 
and the Exchequer set the tone of 
the debate. The dispute involved 
the wages of the Duke’s gardener, 
which were paid via an arrangement 
beneficial to the Duke’s income tax 
position. The Exchequer contested 
these arrangements – and lost.

Finding for the Duke, the judge said 
that “every man is entitled to order his 
affairs so that the tax… is less than it 
otherwise would be.” The point could 
hardly have been more plainly made.

One of the factors behind today’s 
more ambiguous attitude to tax is the 
hugely increased complexity of the 
regime.

In recent decades, taxation – in 
the UK at least – has evolved into a 
tangle of liabilities on the one side 
and exemptions and incentives on the 
other, giving rise to elaborate schemes 
aimed at cutting individuals’ bills.

In response, the government has 
introduced broad “anti-avoidance” 
measures. This has prompted wealthy 
individuals and their advisers to tread 
with great care. We now have to ask 
how certain actions will be viewed not 
only by the taxman or indeed a court 
of law – but by the wider public, too.

James Gladstone
Head of Wealth Planning

TAX: IS IT A MATTER OF LAW OR MORALITY?

▼
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family of four in which one parent 
earns the same average wage will pay 
approximately 20%.

But what about higher earners? Here 
the comparisons are largely skewed by 
the levels at which the top rates apply. 
In the US, the top rate applies when an 
individual’s earnings reach $500,000. 
In the UK, it’s a far lower £150,000 
($198,000). In Austria, it is €1 million 
($1.18 million) and in Sweden 662,000 
kronor ($75,300)*.

For most countries, two forms of 
tax make up the bulk of revenues – 
corporation tax and personal income 
tax. One means of getting a snapshot 
of which countries tax income more 
highly is to look at the proportion of 
their total revenues which comprise 
personal income tax. This shows a wide 
spread between nations. It is again only 
a snapshot: the comparatively high 
position of the US, for example, relative 
to France and Germany, arises from 
the fact that the latter two countries 
apply among the highest social security 
contributions to individuals, on top of 
income tax requirements.

Wealth taxes and taxes on 
capital gains
Many families have different forms and 
sources of income.

“Before a move overseas we need to 
look at the origin of a client’s income,” 
says Jo. “Are you going to live on 
investment income or earned income? 

The differences in terms of tax can 
be significant. Some countries apply 
an annual tax on capital; others have 
regimes which are likely to be costly to 
families who expect to generate future 
capital gains.”

The other issue she raises is that 
of business ownership. “It’s not 
uncommon for families to move to a 
new location and take their business 
with them, and many countries are 
actively adjusting their tax systems in 

order to attract this type of expatriate.”
In these scenarios, inheritance tax 

is likely to be a major consideration 
(see table below). 

The stability of countries’ 
tax regimes
There is a history of countries 
adjusting their tax regimes to make 
themselves more or less attractive 
to wealthy individuals, families and 
business owners – and this trend has 

“ Switzerland, 
Ireland and 
Luxembourg 
are potentially 
attractive for 
those wanting 
to bring their 
businesses 
with them”

COUNTRY TAX DUE BEFORE EXEMPTIONS 
(€ MILLION)

TAX DUE AFTER EXEMPTIONS 
(€ MILLION)

Canada 2.3 2.1

US 4.6 1.1

Australia 4.4 –

Norway 0.032 0.032

Malta 0.5 0.5

Spain 3.5 0.1

Germany 2.3 –

France 4.2 0.8

UK 4 –

Belgium 2.6 0.3

Austria 0.095 0.064

Cyprus 0.6 –

South Africa 3.3 3.3

INHERITANCE TAX AROUND THE WORLD
How much tax would be payable if you bequeathed on death a business worth €10m?

Switzerland, Cayman Islands, Hungary, Isle of Man, Gibraltar, New Zealand, Hong Kong, China, 
Israel, Sweden, Singapore and Italy apply no taxes on a family business inheritance.

SOURCE: KPMG
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While much of the world is metric, 
Americans still measure in inches, 
feet and yards.

The US has another peculiarity which 
sets it apart from almost every other 
nation on earth – the way it taxes its 
citizens who live overseas.

Citizenship-based taxation
Like most countries, the US taxes its 
residents – but it also taxes individuals 
on the basis of their US citizenship, 
irrespective of where they happen 
to live. The only other country which 
takes this approach is the east African 
state of Eritrea. 

As a result, anyone who has ever been 
an American citizen (as defined by 
the US government – and therein lies 
another problem) has tax obligations 
as a result of their citizenship until the 
day they die. The only other escape is 
to renounce their citizenship.

The fact that an American might also 
be a citizen of another country, and 
even have spent their entire lives in 
this other country, is not considered a 
mitigating factor. 

Civil War origins
Tax experts note that America’s use of 
citizenship-based taxation dates back 
to the 1880s, when the US government 
was in the throes of funding the 
American Civil War. The then-new US 
income tax was expanded in 1864 to 
include offshore income. 

Surprisingly, the implications of the US’s 
near-unique tax system has only come 
into widespread public consciousness 
recently. And it has only done so largely 
as a result of the difficulties it has 

created for many of the estimated nine 
million Americans who live outside of 
the US’s borders. 

The problems intensified in the wake 
of the introduction of the Foreign 
Account Tax Compliance Act (FATCA) 
in 2010, which required overseas 
banks and investment firms to register 
with the IRS and agree to report to 
it information about any US citizen’s 
accounts. 

Almost overnight, life became 
harder for American expatriates, a 
growing number of whom renounced 
their citizenship. 

Global renunciations grew from 231 in 
2008 to 742 by 2009 and 5,411 in 2016  
– the most ever recorded in a year. 

President Donald Trump’s Tax Cuts 
& Jobs Act, signed into law on 22nd 
December 2017, was a further piece of 
legislation which made things worse 
for many expats. It hits those who 
own overseas businesses, and, unless 
changed, is likely to result in further 
citizenship renunciations. However, 
moves are afoot in Congress that could 
give US expats some reprieve.

Schroders Wealth Management (US) Limited is 
one of very few global wealth managers to be 
regulated by the US watchdog, the SEC, and to 
offer both discretionary and advisory  investment 
services to Americans living outside of the US.

For more information, please contact Martin 
Heale on 020 7658 3602, or Janette Saxer 
on 020 7658 1245.

picked up in the decade since the 
financial crisis.

“Switzerland, Ireland and 
Luxembourg are potentially attractive 
for those wanting to bring their 
businesses with them,” Jo says, “and in 
recent years we’ve seen other regimes 
offer tax concessions which apply to 
the first period of residency for wealthy 
individuals and families.”

This may take the form, for example, 
of applying taxes only to domestic and 
not worldwide income and assets.

But it’s not just the attractiveness of 
the regime: another issue is whether 
these regimes will remain in place. 
Political instability and a history of 
previous changes to the tax system are a 
cause of concern.

“You don’t want to go through the 
process of moving somewhere, only for 
the tax regime to change significantly 
to your disadvantage a few years down 
the road,” she says. “The current Italian 
regime is two years old, for example, 
and it is pretty attractive. But what 
certainty is there that it will remain if 
there is political change? In some cases, 
we have clients who are prepared to 
take less favourable tax rates for a more 
stable environment.

“And despite the uncertainty that we 
might feel attaches to the UK at the 
moment, in particular because of Brexit, 
we still have many wealthy individuals 
from around the world who want to 
come and live here. It’s an attractive 
place to live and by and large it’s fairly 
stable. There is uncertainty hanging 
over a great many countries.”

Death duties: one of the 
biggest considerations
If income tax and wealth taxes are 
difficult to compare across nations, 
death duties are even more complex in 
their overall structure and degree. 

KPMG has for several years 
produced a family business tax monitor 
which models scenarios based on the 
current tax law of many countries. 
Some of the results appear in the table 
on page 22.

One striking outcome is that while 
death duties are apparently severe 

in many countries, they can be 
significantly reduced by the application 
of a wide range of reliefs. KPMG’s 
model assumes a family business worth 
€10 million is passed on to a child 
on the second parent’s death. In the 
UK, for example, this would attract 
headline death duty of €4 million. 
Existing reliefs could reduce this to 
zero. In France, an initial liability of 
€4.2 million could be cut to €843,000. 
Other countries – notably Austria, 

Norway and Malta – have lower initial 
rates of inheritance tax, but fewer 
concessions and reliefs with which to 
limit its impact.

Overall, the tax regimes least 
favourable to a family in this situation 
include those of South Africa, Canada, 
Greece, France and – for certain types 
of taxpayer – the US.  

Helen Burggraf
American citizen and 
journalist living in London

ODD ONE OUT: HOW THE US TAX SYSTEM DIFFERS 
FROM THE REST

*EXCHANGE RATES AS OF 21 SEPTEMBER.  
SOURCE: REUTERS
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“ Skyscanner 
now employs 
almost 1,000 
staff across 10 
global offices”

From zero revenue 
prospects to a £1.4 billion 
business in 15 years

flew regularly to the Alps between 
contracts. But there was no easy way 
of comparing flights from a number 
of London airports to a number of 
potential destinations. Surely, he 
thought, technology can do this for me.

We built a Skyscanner prototype 
– but we had no revenue model
The dotcom boom had come and gone. 
There was little or no appetite to fund 
technology businesses – particularly 
those which couldn’t demonstrate a clear 
way of making money.

But Gareth Williams and co-founders 
Bonamy Grimes and Barry Smith 
nonetheless built a basic prototype. It 
was “a bit rough around the edges, and 

Schroders Wealth Management 
is proud of its long-standing 
association with entrepreneurs 
and wealth creators. Here, in the 

latest of our series of interviews with 
entrepreneurs at different stages of their 
business development, we talk to Gareth 
Williams, co-founder of travel search 
engine Skyscanner. The germ of the idea 
behind Skyscanner originated in 2001. 
Just 15 years later, the business was sold 
for £1.4 billion.

The origins of a “unicorn”
Like many business ideas, Skyscanner 
arose as a solution to a problem. In 
2001, Gareth Williams, then a young 
web developer working in banking, 
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had never been seen by customers,” 
Gareth recalls. But it enabled them 
to approach potential backers and 
partners. “We had something to show. 
It wasn’t just about telling.”

Even so it was a slow grind, and in 
the early years they had to “bootstrap” 
the business – funding it largely by 
themselves. “The early years were really 
about growth in isolation,” he says. 
Gareth worked on the project full-time 
while the others remained in their 
respective jobs.

“At the beginning we had no idea how 
this would make money. AdWords did 
not exist. Affiliate marketing in the way 
we understand it now didn’t exist. We’d 
built something, and it worked – but 

we had to prove that it offered enough 
value to get people to come back again 
and again.”

Consumers did come back again and 
again, and what eventually evolved was 
the now-familiar commission model 
where the partner business – in this 
case an airline or travel agent – makes 
a small payment to Skyscanner when 
someone clicks through or completes 
a booking. BMI was one of the first 
partners in 2004 and momentum grew 
rapidly, according to Gareth. “I knew 
we’d achieved something significant 
when I was with a group of people in a 
pub and someone said to me: ‘Before 
you book your flights you should use 
this search engine called Skyscanner’.”

Funding came from several investors 
in the years between 2007 and 2016. 
Scottish Equity Partners was among the 
earliest backers, while Sequoia Capital, 
the California-based technology venture 
capital firm, was a later investor.

In November 2016, the business was 
bought by Ctrip, the Chinese travel 
giant, and valued at the time at £1.4 
billion. Scottish Equity Partners was 
among the major owners. Its original 
investment, reportedly under £10 
million, was at the point of sale worth a 
reported £470 million.

Skyscanner had already spotted 
the explosive growth in the region: 
its Chinese user base was growing at 
over 60% per year on the back of the 
country’s enormous appetite for air 
travel. The deal cemented this gigantic 
market in China with Skyscanner’s 
deep network of airlines, hotels and 
other travel providers in Europe and 
the Americas.

Since the 
sale, Gareth has 
continued as Chief Executive, and now 
oversees almost 1,000 staff across 10 
global offices.

Skyscanner is a “unicorn” – an 
example of those rare, privately owned 
businesses that spring up from nowhere 
and rapidly achieve a value in excess of 
£1 billion.

Gareth puts much of the success of 
Skyscanner down to a business culture 
which is largely “flat in structure” and 
flexible enough to foster a culture 
of innovation and creativity. Of all 
the definitions of what it is to be 
entrepreneurial, this is the one he favours: 
“The pursuit of opportunity without 
regard to resources currently controlled.”

Gareth believes in an outlook 
and attitude which he describes 
as “exponential” as opposed to 
“incremental”. “Incremental” growth 
describes marginal successive gains. 
By contrast his “exponential” mindset 
allows for truly dramatic growth – of the 
sort Skyscanner has experienced in its 
short life.

A devotion to genuinely innovative 
ideas and a willingness to overcome 
doubts are part of the “exponential” 
mindset, he explains.

But how do you manage recruitment 
in a business which grows at such a 
rate? The answer is to devote a great 
deal of time to it.

“I’d say 15 to 20% of my time is spent 
recruiting,” he says. “The importance of 
recruitment can’t be overstated. These 
are people you’re going to work with. 
It’s so important that you respect and 
like them.” 

Gareth Williams, 
Chief Executive, 
Skyscanner
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China’s car market is now 
the largest in the world. Its 
consumers are the biggest 
spenders on luxury goods, 

and it has recently overtaken the US to 
become the world’s leading consumer 
of smartphones. With the latter 
comes the accolade of hosting more 
e-commerce activity than any other 
country in the world. 

The significant demographic trends 
of China have been playing out for some 
time. Since 2011, consumption has 
been the single biggest driver of GDP 
growth. It is estimated that by 2030, 
China’s middle class (defined as those 
households with an annual disposable 
income between $10,000 and $65,000) 
will grow to 1.1 billion – that’s a 
compound annual growth rate of 3% – 
and their annual spending will grow by 
5% per year. 

By contrast the “affluent” class 
(households with disposable incomes 
above $65,000), although smaller 
in number, is expected to grow even 
faster and spend even more, so that by 

China’s unstoppable  
consumer megatrend

2030 they will represent 15% of total 
spending, up from just 5% today. 

But how much further can this 
megatrend run? To understand how 
China became the global consumption 
powerhouse that it is today, it is helpful 
to look at where it all began.

The Chinese switch to digital 
has involved jumping straight 
to mobile
For the Western world, the rise of 
online shopping in the 1990s forced 

retailers to work hard to shift their 
customers from traditional physical 
stores to newly created digital ones. 
But in China’s case, the digital 
revolution coincided naturally 
with rapid urbanisation and rising 
disposable incomes.

So, while consumers in the US, 
UK and other developed nations 
have undergone a slow and steady 
period of digital transformation over 
the last 15 years, China essentially 
leapfrogged the computer age so 
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that its inhabitants’ lifestyles, social 
interactions and shopping preferences 
landed straight in the mobile world. 

By 2015, China’s e-commerce share 
of retail had pulled ahead of the West’s 
– despite overall internet usage still 
lagging behind. 

China’s unique demographics 
stimulate aspiration and 
consumption
China introduced the “one-child” policy 
in 1979 and it stayed in place until 
2016, when it was relaxed to a two-child 
policy. There has been speculation that 
it could be relaxed further.

Limiting the number of births, 
along with an increase in longevity, 
has inverted China’s demographic 
pyramid. There are, in theory, four 
grandparents and two parents for 
every one child born between 1979 and 
2016. With up to six adults saving for 
one child, spending needs go beyond 
consumer products to make education, 
and later housing, priorities. The 
pressure is on for China’s so called 
“little emperors”, who are not only 
encouraged, but expected to get into 
good universities, become successful 
in their careers and get married so 
that they can create “little emperors” 
of their own.

 “Singles’ Day” – an annual  
occasion for individuals to celebrate 
their single status – has come a 
long way since its launch in 1993. 
Thanks to e-commerce giant Alibaba 
the day is now the world’s biggest 
shopping event. In 2017, the day (11th 

November) generated a record 
$25.3 billion in sales, roughly 90% 
of which originated from mobile 
phones. Transactions peaked at 
256,000 per second.

 A typical millennial born in the 
US has seen GDP per capita increase 
by around two and a half times over 
their lifetime so far. In China however, 
someone of the same age will have 
seen GDP per capita rise a staggering 
25 times. This societal move from 
rags to riches has led to an increased 
focus on money and materialism. The 
typical Chinese teenager can identify 

20 cosmetics brands, compared to 
the average American teen who can 
identify just 14. It is this level of brand 
consciousness that makes it all the 
more difficult for new entrants to 
penetrate the retail space.

Tourism and travel is perhaps one 
of the most obvious beneficiaries 
of rising disposable incomes. The 
growth in Chinese outbound travel 
has also managed to receive a helping 
hand from other factors, such as the 
simplification of the visa application 
process. Just one trip to the visa office 
is now required to travel, and most 
regions allow submissions to be made 
online, whereas previously paperwork 
and multiple visits were the norm. 

The demand for travel is already 
there and considering only 8% of the 
Chinese population currently have 
passports compared to 46% in the US, 
for businesses such as Ctrip, China’s 
leading online travel agency, there is 
plenty of growth to go after.

An issue of concern to some 
commentators is the rising level of 
personal debt. Yet Chinese consumer 
credit – which is mostly made up 
of mortgages and credit cards – is 
modest by comparison with developed 
markets. The per capita debt-to-
income ratio is only 37%, compared 
to 87% in the US, for example – 
suggesting consumer borrowing has 
room for further growth.

The Chinese venture capital 
juggernaut is gaining 
momentum
In 2017, the US in aggregate invested $74 
billion in over 5,300 venture capital deals, 
a mighty year-on-year growth rate of 17%.

China is quickly catching up, having 
invested $71 billion into 2,800 deals 
in 2017, demonstrating a growth rate 
of 50%. With intellectual property 
between these two superpowers a high 
stakes game, China has emerged as 
one of the most vibrant venture capital 
markets in the world.

“Unicorns” (the name given to 
private companies which, when outside 
investors start to participate, have an 
initial valuation of more than $1 billion) 
are numerous in China, and well-known 
public companies are not shy to take 
a slice. Ant Financial, the financial 
arm of Alibaba that operates Alipay, 
for example, is valued at $75 billion; 
while China’s biggest gaming company 
Tencent has stakes in 27 Chinese 
unicorn companies.

 The burgeoning middle class in 
China is one of the most significant 
megatrends shaping the emerging 
markets. Demographic and cultural 
shifts, along with astonishing 
technological innovation – much of 
which is actively encouraged by the 
machinery of state – all provide the 
structural tailwinds for this megatrend 
to continue.  

HOW CHINESE SHOPPERS EMBRACED E-COMMERCE

 2015      2010

SOURCES: ECONOMIST INTELLIGENCE, INTERNET WORLD STATUS, 
INTERNATIONAL TELECOMMUNICATION UNION, WORLD BANK, 
EUROMONITOR, BCG ANALYSIS

E-commerce share of retail (%)

Internet penetration (%)

Alina Gregory
Associate 
Portfolio Manager
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The summer headlines were 
dominated by extreme 
weather and related 
phenomena. Soaring 

temperatures and drought in many 
parts of the world led to runaway 
fires, resulting in the loss of crops, 
property and life. Other regions 
experienced floods.

California suffered the worst fires in 
its history. They engulfed hundreds of 
thousands of acres across the state and 
destroyed more than 100 homes.

In Attica, Greece, the European 
heatwave triggered wildfires that killed 
almost 100 people.

Fires in Britain’s Peak District burned 
in a drought-stricken area of moorland 
for more than three weeks, with the 
military being called to assist firefighters.

A NIGHTMARE FOR SOME FARMERS – 
BUT NOT ALL

The severe drought means livestock farmers in Britain 
have had to feed cattle with supplies normally set aside 
for winter feeding, storing up potential problems for 
later in the year.

But some farmers are delighted by the dry, hot weather: 
Britain’s growing army of wine producers. Producers 
say 2018 will produce the best quality grapes and 
highest yields in memory. WineGB, British producers’ 
representative body, says 6,200 acres in England and 
Wales are now under vines. Almost six million bottles 
were produced in 2017 – a 31% increase on 2015.

Increased wine production in the south of England has 
been attributed to rising temperatures, but yields are still 
low compared to hotter climates. Focus is now moving 
away from sparkling wines, traditionally regarded as the 
best of the British production, to still wines, which have 
a shorter production time.

Extreme weather patterns 
renew focus on climate change

In Kerala, India, extreme rain 
triggered flooding and landslips, with 
scores of fatalities.

These events have again focused 
attention on climate change and 
the extent to which weather extremes 
can be expected to occur with 
increasing frequency.

The following charts indicate a 
clear increase in such extremes. But, as 
academics and other commentators point 
out, it is difficult to exclude from this data 
the effects of increased reporting.

These charts are sourced from the US 
climate data body The National Oceanic 
and Atmospheric Administration and 
the Emergency Events Database, a 
Belgium-based organisation founded in 
the 1980s with backing from the World 
Health Organization.
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The emergence in recent 
decades of ultra-wealthy 
collectors in Asia and the 
Middle East has transformed 

the marketplace for fine jewellery. It 
has also driven seismic changes in taste, 
with a knock-on effect on prices. And, 
along with a raft of new technologies, 
the way in which items are bought and 
sold has changed forever.

David Warren, Christie’s Director 
of Jewellery, has worked for the firm 
since the 1970s. In 40 years, Christie’s 
total turnover has grown 50-fold – 
but staggering growth is only part of 
the change, he says. His career has 

Fine jewellery:  
the market is 
changing but its 
appeal endures
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traced the development of an industry 
that was small, even parochial, into 
something far more sophisticated and 
global around the world.

And while jewellery was once seen 
as a distinct “department” for an 
auctioneer, it is now viewed more 
as part of a rapidly growing new 
sector that includes other items such 
as watches and handbags, brought 
together under the label of “luxury”.

David established Christie’s Asian 
jewellery auctions in the 1990s and 
for several years relocated to Hong 
Kong. “This was a time where Asia was 
still not fully understood as a market,” 

he says. “But there is a culture there 
which places a high value on luxury 
and jewellery in particular.

“In China, women have an approach 
to jewellery which is unlike anywhere 
else in the world. Wealthy women 
are given jewellery from a very early 
age, and there is a habit of adding to 
a collection on a regular basis. Some 
will study jewellery in an extremely 
committed, practical way.” 

This is partly bound up with a desire 
to generate wealth, he believes, with 
gemstones and jewellery viewed as an 
asset. “In Asia, there is a widespread 
understanding of financial markets 

“ The way in 
which items 
are bought 
and sold has 
changed 
forever”

David Warren

© Christie’s Images Limited 2018
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and culture of trading. As long ago as 
the 1990s in Hong Kong you’d see bus 
stops where share prices were shown 
alongside the bus timetable.” 

But as auctioneers explored new 
wealthy markets, they discovered many 
differences. “There was a thought that 
the Middle East could take off similarly 
with jewellery, but it didn’t work,” 
David says. “Auctions work for art, but 
not jewellery in that part of the world. 
They prefer having people go to their 
palaces and homes with the goods.”

Prices go international, but 
tastes remain local
The global growth in demand for 
jewellery in recent decades has 
increased the prices of the “raw 
commodities”, such as diamonds and 
coloured gemstones, David explains, 
but tastes for individual items remains 
localised. “There is an international 
price for the raw material. But it is 
what you do with the material that has 
a big impact. It is how something is 
designed that will appeal to different 
parts of the world.

“David Webb jewellery, for 
example, sells best in 
New York. And in 
China and Hong 
Kong it is 
more about 
exceptionally 
fine quality 
gemstones in 
modern settings 
by contemporary 
jewellers such as 
Wallace Chan, Alex 
Woo, Edmond Chin 
and others. In Britain, 
there is a slant towards antique 
jewellery, especially from the early 
part of the 20th century.

“Middle Eastern shoppers like
very big stones. They may be prepared 
to sacrifice some quality for size. 

Whereas in Asia it is more about the 
rarest, finest quality, and less about 
the size.”

Bidding in a digital world
David recalls an age when “catalogues 
were basic”, with few images, which 
were often in black and white. Today, 
Christie’s and other auction houses 
use Instagram and other social media 
to distribute a myriad of pictures and 
videos to their global audience. “Of all 
social media, Instagram was arguably 
made for auction houses,” says David. 
“You can vary your posts in the most 
extraordinary way. Social media allows 
you to network on a global basis. It’s 
such a valuable tool.”

Aline Sylla-Walbaum (pictured 
below), Global Managing Director, 
Luxury at Christie’s, explains how online 
listings reach new, far-flung buyers.

“The ability to access a salesroom from 
anywhere gives people their greatest 
chance of obtaining real rarities,” she 
says. “You can’t find vintage Rolexes for 
example, or specific colours of Hermès 
handbags, except via an auction. But 

online means you can do that 
from anywhere.”

In 2017, 31% of new 
clients came via 

online platforms, 
Aline says. “Online 
readership of the 
catalogue is also 
huge. If we send 
5,000 printed 

catalogues we can 
expect about 22,000 

to be downloaded as 
well. Online interest is 

that much larger.”
“Clients are very international. 

For example, we had some American 
clients who were bidding in a Hong 
Kong auction and we had to wake 
them at 2am – that was when the 
auction took place.”

“ The ability to 
bid remotely 
means that 
popular 
auctions can 
attract huge 
audiences 
around the 
world”

© Christie’s Images Limited 2018

© Christie’s Images Limited 2018



33

The ability to bid remotely means 
that popular auctions can attract huge 
audiences around the world – with a 
distinct effect on prices.

“One example was the Rockefeller art 
collection auction, which raised $646 
million on the opening night. I was 
watching the sales online – it was a once-
in-a-lifetime event,” Aline says. Some 
of the major items set world records, 
but there was also a feverish clamour 
for even the smallest of objects. Notable 
examples were pins that Rockefeller 
had from his time at Harvard, which 
attracted bids of up to $8,000.

“People love to be a part of the dream 
and that’s why those lower-priced 
items usually achieve incredible upside 
against a low estimate,” Aline explains. 
“This is the part of the dream most 
people can afford.”

Remote bidding has its limitations, 
of course.

“The more recognisable items of 
jewellery, such as a particular Cartier 
bangle, go well online. However, if there 
is an item that someone wants to try 
on, then they may be less comfortable 
buying it remotely.

“As auctioneers, we always want to 
see the item. You cannot rely on high-
definition images. If you see a perfect 
stone it is either a perfect stone, or a 
fake. We have 30 jewellery specialists 
across the world with an average of 22 
years’ experience each. So they have seen 
many fakes and much real jewellery. 
They can tell the difference.”

Could machines ever replace humans 
in the process of authentication? Not 
soon, according to Aline. “I think that 
might come in the future. Potentially 
we could have scenarios where you 
take digital scanners that flag problems 
where a closer look is required. At the 
moment, we trust in the expertise of our 
specialists. I don’t think buyers would be 
reassured if a robot decided whether or 
not an item was authentic.” 

THE ALLURE OF FINE JEWELLERY: 
FACTORS THAT NEVER CHANGE

While tastes and technology evolve rapidly, the core 
attractions of jewellery remain largely constant, says 
David Warren.

Fine jewellery is for many a store of value. Like art 
and other rare items, jewels tend to hold their value 
when financial markets fall. “Shortly after the collapse 
of Lehman Brothers at the height of the banking crisis 
in 2008, we had a sale in London where we sold a 
blue diamond for a record at the time – $24 million,” 
David says.

And in truly dire times, such as war, jewels and 
precious metals have the added attraction of 
portability. “People might be anxious about having to 
move country. There’s that human instinct that if I can 
stick it in my pocket and run then it’s a good thing.”

Another core attraction of the finest jewellery 
is its rarity.

This may arise from the precious metals or stones the 
jewellery comprises – their size or quality – or it may 
be due to the craftsmanship involved in its creation. 
It may also be due to the item’s association with 
other people – or “provenance”.

“The value of craftsmanship may not have changed, 
but other factors may have,” David explains. “Take 
Queen Victoria’s jewellery. We had three pearl pieces 
here – earrings, a necklace and a brooch – that were 
owned by Queen Victoria. I was bidding for a client 
on the phone. He bought them pretty much on the 
reserve price and after he’d bought them he said: 
‘So, who was this Victoria lady anyway?’ He certainly 
wasn’t buying them for the provenance.”

Elizabeth Taylor, by contrast, added value to her 
jewellery through association. “Elizabeth Taylor 
with her many husbands and exciting, colourful 
life – there’s an awful lot to talk about. In her case 
provenance had 
a really huge 
impact on the 
prices of her 
pieces. We’d 
estimated $30-
$50 million for 
the collection 
and it actually 
reached $143 
million – and 
that was a lot 
to do with her 
provenance.”

The Ratnaraj, a 10.5 
carat Burmese ruby 
and diamond ring by 
Faidee. Price realised: 
$10,226,448
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The gulf between full-time 
education and the world of 
work is widening, according 
to educational institutions and 

employers – and graduates themselves.
Changing demographics, increased 

competition among graduates and more 
exacting requirements from employers 
now mean that the transition from 
university (or other study) into the 
workplace is difficult and lengthy.

Unemployment among young adults 
is higher than general unemployment 
in many developed economies, and the 
period following the financial crisis 
exacerbated this trend.

The low economic growth 
experienced in the years after the 
financial crisis meant that graduates 
found themselves in roles which 
traditionally would have been filled by 
non-graduates. Research published 
in November 2017 by the Chartered 
Institute of Personnel and Development 
found that six months after leaving 

full-time study, half of UK graduates in 
work were in non-graduate roles, with 
females earning less than their male 
counterparts. Even so, graduates appear 
more likely to be employed than non-
graduates (see graph).

Experience is the key
Research suggests that employers are 
increasingly risk-averse when it comes 
to recruitment. One consequence is that 
they value experience more highly, and 
are less impressed by qualifications. 

“The biggest challenge in the move 
from university to work is the lack of 
experience,” says Verity Graham, who 
works in the Careers Service at the 
University of Bristol. She stresses 
the importance of having any kind of 
work experience.

The widening  
divide between 
education and work

Young population (21-30-year-olds)
Employment rates:

Unemployment rates:

Inactivity rates:

88.7%

4.1%

7.5% 7.5%
20%

4.5% 6.7%

88.3%
74.6%

 Graduates  Postgraduates  Non-Graduates

“All experience is good experience,” 
she says. Periods of work experience 
are not only important elements 
of building a CV, but they can 
significantly help grow knowledge of 
an industry or business area ahead of 
future applications.

 “Recruitment is now an arduous and 
lengthy process,” says Verity. It’s not 
uncommon to have five or six steps.”

Many large businesses invest  
heavily in programmes that help 
engage with school and university 
students as a way of ensuring they 
identify and compete for the best of  
the next generation’s talent. 

Many graduate intake schemes 
now enrol a year in advance, so those 
who graduated this year may find 
themselves looking for vacancies 
arising in 2019.

Case study – the 
graduate scheme 
employee
Kallum Marsden, 24, 

is a 2015 graduate in 
economics from Durham 

University. He joined the Schroders 
Graduate Scheme in 2017 and is part 
way through a two-year programme 
which will see him work in a number of 
departments at Cazenove Capital.

Kallum has known for some time 
that he wanted a career in investment, 
and this influenced his choice of A-level 
subjects and degree.

Despite relevant experience, finding 
a role wasn’t easy. Only half of the 

WHAT WE DO AT SCHRODERS 
Schroders Wealth Management runs a 
series of Young Investor Days throughout 
the year. These are aimed at 16-18-year-
olds and 19-25-year-olds. Attendees are 
introduced to staff operating in a range 
of business areas, giving an opportunity 
to learn about financial markets and 
providing a glimpse of working life in the 
City of London. The sessions include a CV 
workshop. Further details can be found 
inside the front cover of this magazine.
In addition, we offer a range of 
internships, work placements and 
apprenticeships across Schroders and 
Cazenove Capital. We are recruiting now 
for summer 2019. For more information, 
email graduates@schroders.com

SOURCE: DEPARTMENT FOR EDUCATION
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ADVICE FROM A PREVIOUS GENERATION
OF GRADUATES AT CAZENOVE CAPITAL

The 2016 intake of interns from Cazenove Capital’s office 
in Guernsey put together a booklet of practical advice for 
students transitioning from school to university, or into full-
time employment. Here are some of their dos and don’ts.

When writing a covering letter, do:
• Personalise it to the company and role • Adopt a 
professional tone • State what you, as a potential employee, 
can add to the company • Proofread

…but don’t:
• Exceed three paragraphs • Recite a generic list of skills
• Regurgitate your CV • Mass-distribute one cover letter to 
every company you apply to

How to prepare for an interview:
• Research the company – make sure you understand 
exactly what it does, as well as getting to know the 
products/services they offer and who their clients are • 
Research the people/person interviewing you – make sure 
you know their position within the company • Match your 
skills and qualifications to the job requirements • Prepare 
responses to frequently asked interview questions • Prepare 
your own questions: they are a way to make a positive 
impression • Arrive early

If you would like a copy of the booklet “From study 
to work, all you need to know”, please contact your 
portfolio manager.

firms he applied to 
acknowledged his applications. 

He says: “Start early. The more 
experience you get the better. Also, 
research the job and company to make 
sure it is what you want to do and the 
place to do it.”

Case study – the Investor 
Day attendee
Lizzy Cryar, 23, is studying politics 
at King’s College London and will 
complete her master’s degree next 
year. She attended a Schroders Wealth 
Management Investor Day in August 
in order to widen her understanding of 
financial markets. She has secured a job 
working in the field of public policy for 
when she completes her studies. 

Obtaining her job offer “entailed 
tough months of applications and 

into a history degree at King’s College 
London. Like many students, Sharon 
does not have a clear idea of what 
she would like to do. She has learnt 
the hard way that to be in the running 
for a good internship, you have to 
apply extremely early. Internship 
placements for summer 2018 were 
filled in late 2017.

Similarly to Lizzy, Sharon found there 
were multiple stages to the interview 
process. Feedback was generally 
helpful and some companies even gave 
feedback after each stage. She warns 
others to be prepared to go the extra 
mile. “You have to put in the time and 
effort to prepare yourself fully.”

She spent a fortnight working with 
Schroders’ public relations department, 
which gave her a glimpse into many 
parts of the business.  

interviews”, she says.
She estimates that in 80% of 

cases her applications were not 
acknowledged: “Improving for next 
time became a guessing game as to 
where you went wrong.”

She believes internships are a useful 
route to employment. “Doing some 
work experience and hoping to impress 
sufficiently enough to turn it into a 
long-term contract seems one of the 
easier ways to get employed,” she says.

Case study – the 
Schroders summer 
work experience
Sharon Onokaye-

Akaka, 21, is two years 
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Astonishingly, 1 London Wall Place sits within a small area 
known to be home to one of the UK’s rarest bird species: 
the black redstart.

There are estimated to be less than 100 breeding pairs  
of this bird in the UK, and some of this population live  
and breed in London’s heavily built-up Square Mile. It is 
thought the birds found secluded nesting places in the 
bombed ruins of this district after the Second World War 
and that their population has clung on ever since, despite 
intensive rebuilding.

The 11 garden terraces and vertical gardens of 1 London Wall 
Place include nesting boxes for birds and bats and a range of 
water features and plants to encourage foraging and breeding. 
Trees include birch, cherry, dogwood and crab apple; and 
among the smaller plants are many British natives such as 
bluebells, cowslips, campions, wild thyme and ox-eye daisies. 

These terraces can hope for regular visits from inner 
London’s more common species such as blackbirds, tits, 
sparrows, chaffinches, greenfinches, goldfinches, robins 

and dunnocks. Peregrine falcons have 
been sighted regularly in the nearby 
Barbican, so a lucky observer may spot 
these, too. But the black redstart is one 
extremely special local species which the 
garden designers have specifically kept in 
mind when planting.

This grey, robin-shaped bird has adapted to live 
in highly urban environments, says the RSPB, which 
reckons there are now less than 100 pairs across 
the country.

The City of London’s planning office has 
prioritised this species, saying: “The black 
redstart’s population has seen a drop in 
numbers linked to loss of breeding sites. 

“The increase in the number of green 
roofs in the City is likely to be the key to 
continued success of this species in the 
Square Mile.”

HOME TO ONE OF BRITAIN’S RAREST BIRDS

Our UK wealth management 
division, Cazenove Capital, 
has now moved to our new 
office at 1 London Wall 

Place, joining our colleagues in the 
wider Schroders Group.

Visitors are invariably impressed 
with the design of the building when 
they first see it. But what they do not 
see are the numerous technological 
features built into its structure, which 
make it one of the most environmentally 
sustainable office blocks in London.

Here are some of the ways in which 
our new office seeks to limit waste and 
positively enhance its surroundings.

A weather station on the 
building continually tracks the 

sun’s position and strength. It uses this 
information to adjust the position of 
blinds in the building’s meeting rooms, 
so as to minimise solar gain.

Schroders Wealth 
Management’s new office: 

Environmental 
sustainability at 
its heart

Heat generated by fridges and 
freezer rooms is used to warm 
the water supplied to the kitchen 
sinks and in the gym showers.

“Grey” water from basins and 
sinks is collected and used to 
flush the toilets. This is expected 
to lead to a 40% reduction in 
water usage.

We’ve installed the latest LED 
lighting technology to reduce 
energy consumption.

Staff are encouraged to cycle 
to work, with the provision of 

almost 200 secure basement 
cycle parks.

Before the move, the business 
recycled or reused 50% of its 
waste. In 1 London Wall Place, 

the target is to increase this to 70%. 
The aim is to make the building free of 
single-use plastic items, such as coffee-
cup lids or water bottles.

To further reduce paper usage, 
staff are given access to a range 

of digital services, such as electronic 
filing systems. More than 150 boxes of 
stationery have been given to charity to 
pare down the process. 

Autumn 2018 dialogue
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The latest fundraising challenges undertaken by the Schroders Wealth Management team

Making it count

Schroders Wealth Management 
staff – like so many of our clients – 
continue to donate time and effort to 
charitable causes. Recent fundraising 
activities have included cycle racing 
and running around the Isles of Scilly. 
In the past quarter our staff have 
raised £15,500, bringing the sums 
raised so far this year to a total of more 
than £87,000. This figure includes 
the contributions made by Schroders 
Wealth Management in matching 
employees’ fundraising.

Eight members of the Discretionary 
Fund Management team battled 
through wind and rain to complete 
the 100-mile RideLondon course in 

July. The team made it to the top 1% 
of JustGiving’s fundraiser pages, with 
almost £8,000 going to Carers UK.

Cléo Fitzsimons, Schroders Wealth 
Management’s Responsible Investment 
Manager, raised over £2,000 for 
Battersea Dogs & Cats Home through 
finishing both the Hever Castle 
Middle-distance Triathlon and the 
Cotswold Classic Half Ironman.

Damian Robinson, Portfolio Director, 
completed the Swimrun in the Isles 
of Scilly – 18 miles of cross country 
running and five miles sea swimming 
– and raised around £3,000. “You ran, 
then swam, then ran, then swam and so 
on, staying in your wetsuit and trainers 

Alistair Gates (above, far right) raised £1,800 for 
Parkinson’s UK by participating in the Surrey 100 bike 
ride. Cléo Fitzsimons (above) raised over £2,000 for 
Battersea Dogs & Cats Home. Former Schroders 
Wealth Management employee Jeff Hayes (above left 
in yellow) also took part in the Surrey 100 challenge

the entire time,” he said.
In Guernsey, Natalie Le Noury, 

Client Documentation Specialist, and 
James Falla, Client Director, completed 
the Guernsey Saffery Rotary Walk – a 
gruelling 39-mile challenge (with a 
4.30am start-time).

Portfolio Director Alistair Gates took 
part in the Surrey 100 bike ride and 
raised £1,800 for Parkinson’s UK.
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