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Holdin’ me back
Gravity’s holdin’ me back
I want you to hold out the palm of your hand
Why don’t we leave it at that?
Nothin’ to say
When everything gets in the way
Seems you cannot be replaced
And I’m the one who will stay, oh-oh-oh
In this world, it’s just us
You know it’s not the same as it was
In this world, it’s just us
You know it’s not the same as it was
As it was, as it was
You know it’s not the same
Answer the phone
“You know that you’re no good alone
Why are you sitting at home on the floor?
What kind of pills are you on?”
Ringin’ the bell
And nobody’s coming to help
Your daddy lives by himself
He just wants to know that you’re well, oh-oh-oh
In this world, it’s just us
You know it’s not the same as it was
In this world, it’s just us
You know it’s not the same as it was
As it was, as it was
You know it’s not the same
Go home, get ahead, light-speed internet
I don’t wanna talk about the way that it was
Leave America, two kids follow her
I don’t wanna talk about who’s doin’ it first
As it was
You know it’s not the same as it was
As it was, as it was

As it Was - Harry Styles

Thank you. Since we decided a few weeks 
ago to adopt the leaf as legal tender, we 
have, of course, all become immensely 
rich. But we have also,” continued the 
management consultant, “run into a 
small inflation problem on account of the 
high level of leaf availability, which means 
that, I gather, the current going rate has 
something like three deciduous forests 
buying on ship’s peanut. So in order to 
obviate this problem,” he continued, “and 
effectively revalue the leaf, we are about 
to embark on a massive defoliation 
campaign, and...er, burn down all the 
forests. I think you’ll all agree that’s a 
sensible move under the circumstances.

Hitchhiker’s Guide to The Galaxy – 
Douglas Adams 

“

“
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Harry Styles recent hit is he 
says about a metamorphosis 
that occurred during the 
pandemic, as he was forced 
to slow down and he wasn’t 
simply a musician anymore—
he was also a friend, a brother, 
and a son. “Everything that 
happened in the pandemic, 
it’s just never going to be 
the same as before. All of 
the things happening in the 
world, it’s so obvious that 
it’s just not going to be the 
same. You can’t go backward, 
whether that’s us as a people 
or me in my personal life or 
any of those things.”

Inflation is one such thing 
that’s never going to go 
backward. Some nonsensical 
headlines about the current 

high level of inflation scream 
at us that “Food/Energy/
Clothes/(whatever) are 
at their highest price for 
40/50/60 years or more”. Of 
course they are! Even at low 
inflation prices go up, so such 
ridiculous headlines are only 
designed to stir the wrong 
emotions in us all. Similarly, 
it is easy to attack those 
“capitalist giants” making 
obscene profits while we all 
suffer from the scourge of 
inflation in our day to day 
lives. Currently it is the energy 
companies who are the focus 
of such venom. It will likely 
be the banks next. BUT it is 
important to look beyond 
the condemnation levelled 
by those who are simply 
jumping on a bandwagon 

and understand the facts 
behind such profits. 

Look below at the two charts:

 The first shows the share 
price of BP, Centrica and 
Shell, each year since 2003. 
Note the number of years the 
share price fell – especially 
in the pandemic when all 3 
companies saw significant 
falls in price and for Centrica 
it was a continuation going 
back many years. The second 
chart looks at what you would 
have made if you had invested 
£10,000 into each company in 
2005. BP shares would have 
over doubled in that 18 years 
– which actually only equates 
to 4% per annum! The other 
two are even less attractive. 
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On this same topic; noted  
economic correspondent  
Liam Halligan recently reported:

“Energy giants across the world notched 
up combined earnings of over $200bn 
(£166bn) during 2022. Along with 
Centrica, other UK-listed energy firms 
unveiled record hauls, with BP and Shell 
making £23bn and £33bn respectively on 
worldwide operations, more than double 
their 2021 profits. This is hardly surprising, 
given how commodity prices rocketed 
due to the war in Ukraine and related 
Western sanctions. It’s also not surprising 
that during 2020, with the world economy 
mired in lockdown, both Centrica and BP 
suffered heavy annual losses, with Shell’s 
share price sinking to a two-decade low. 
Commodity prices are inherently cyclical 
– and subject to massive shocks, both up 
and down. While large energy companies 

make serious money in some years, in 
others they make little or nothing. What’s 
vital is the industry survives and invests in 
some form, given its pivotal role in keeping 
the global economy running. Any additional 
“windfall tax” on North Sea oil and gas 
extraction, however politically tempting, 
would be deeply counterproductive. At a 
time when energy security is centre stage, 
we should be encouraging domestic energy 
production instead. Oil and gas companies 
operating in the UK already routinely pay 
40pc corporation tax, more than twice 
the rate applying to other companies. As 
Chancellor, Rishi Sunak last year imposed 
an additional 25pc “energy profits levy”. 
And last month, his successor Jeremy Hunt 
hiked that to 35pc – raising the total tax on 
UK energy extraction to an eye-watering 
75pc.( Little wonder some look to rebase 
to countries such as Ireland with its 12.5% 
Corporation Tax.) 
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energy generators then make huge profits, 
including the renewable companies with 
the customer-facing energy providers 
then paying huge prices for power, which 
they try to pass on to consumers. Far from 
finger-pointing, what’s needed are serious 
energy industry rule changes – along 
with a more solid provision of constant 
“baseload” energy, preferably using 
nuclear. We need to tackle this marginal 
pricing racket and end the scandal of 
overpriced UK energy.”

The reality is our energy market is rigged – 
due to “wholesale marginal pricing”. Since 
privatisation, the rules state that companies 
supplying power to the electricity grid are 
paid the same rate at any given time, with 
the rate set by the highest-cost producer. 
Last year, renewables accounted for 36pc 
of the UK’s electricity generation, up from 
11pc a decade ago. Over the same period, 
the share of coal-fired power plunged 
from 37pc to 2pc. Yet the unreliability of 
renewables means gas-fired power stations 
remain vital, now accounting for 39pc of 
our energy mix, up from 30pc in 2012. Wind 
and solar energy are, by their very nature, 
intermittent – and often fall short, due to 
low winds or a lack of sunshine. Owners of 
coal and gas-fired power stations must then 
be persuaded to fire up extra capacity at 
short notice to fill the gap and, quite literally, 
keep the lights on. This is hugely costly but 
means, under marginal pricing rules, that all 

All truths are easy 
to understand once 
they are discovered; 
the point is to 
discover them.

Galileo Galilei

“ “
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A favourite US economics commentator provided this article of the death of buy and hold as a 
strategy. “As a staunch proponent of thinking and acting for the long-term as an investor, the 
following chart cuts deep:

The average holding period for an 
individual stock in the U.S. is now just  
10 months, down from 5 years back in  
the 1970s. The average mutual fund 
holding period is longer at two-and-a-
half years but that still feels way too  
low for my taste.

My contention is a long time horizon 
is your biggest ally as an investor. 
Historically, the longer your time horizon 
in the stock market the higher your 
probability for a positive outcome:
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According to famed economist John Kenneth 
Galbraith, a record 5 million shares traded 
hands on the U.S. stock market in June of 
1928. This shattered the record of 4.7 million 
share from March of that year. The average 
daily volume for Tesla Shares alone today is 
160 million shares traded. The New York Stock 
Exchange averages well over a billion shares 
traded every day. Markets are bigger. There are 
more players. They are more institutionalized. 
There are hedge funds, ETFs, mutual 
funds, high-frequency traders, pensions, 
endowments, foundations, family offices and 
retail traders. During the Great Depression, 
just 1% or so of Americans even owned shares 
in stock in some form. That number is now 
more like 50%. The barriers to entry have also 
fallen precipitously. Trading costs were much 
higher back in the day. People used to place 
trades with a broker where they had to call 
them on a landline telephone.

Investors rarely had access to up-to-the-minute 
stock price information. Opening an account 
required paperwork and going to someone’s office. 
You had to write a cheque to fund your account. 
Now you can open an account on your handheld 
supercomputer immediately, link your bank account, 
fund your portfolio and be trading within minutes. 
The investment options today are seemingly endless. 
Index funds were new in the 1970s. ETFs didn’t exist 
yet. Neither did 24-hour business television or social 
media or immediate access to more information 
about investments than you could hope to read 
in a lifetime. It’s good in the sense that it’s never 
been easier for individual investors to invest in the 
markets. It’s bad in the sense that it’s never been 
easier to turn over your portfolio with the click of a 
button and trade yourself into submission.

But it’s also true that short-term speculation 
is nothing new. SocGen has data on average 
holding periods for a stock going back to 1900:
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Holding periods were even higher in the 
1940s, 50s and 60s than the 70s but look at 
the data from 1900-1930. There was no such 
thing as fundamental analysis back then. 
Much like the stock market itself, averages 
can be misleading. Not every investor these 
days is some sort of degenerate gambler. 
Sure, many investors trade more often than 
they probably should. But there are plenty  
of investors who are more well-behaved.

Long-term investing is not dead. 

Vanguard’s annual report called How America 
Saves looks at their 5 million participants in 
defined contribution (DC) retirement plans. 
Vanguard investors don’t trade all that much:

During 2021, 8% of DC plan participants 
traded within their accounts, while 92% 

did not initiate any exchanges. On a net basis, 
there was a shift of 3% of assets to fixed 
income during the year, with most traders 
making small changes to their portfolios.  
Over the past 15 years, we have observed a 
decline in participant trading. 

You don’t have to manage millions or billions 
of dollars to succeed as an investor.

You just need to combine good saving habits 
with an investment plan that relies on patience 
and a long-time horizon. Does this mean 
everyone has to be a buy & hold investor?  
Of course not. Do what works for you.

Would more investors experience better 
performance if they practiced buy & hold and 
simply increased their holding period? Yes, 
quite likely so.”

Patience is the greatest 
of all virtues.

Cato the Elder  
(234 BC - 149 BC)

“

“
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Let us not seek the 
Republican answer 
or the Democratic 
answer, but the right 
answer. Let us not seek 
to fix the blame for the 
past. Let us accept our 
own responsibility for 
the future.

John F. Kennedy

“

“
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Following on from the article above the next table looks at 10 year rolling periods for three popular 
investment trusts in the UK. This shows that even in 2022 each trust had more than doubled its 
investors monies over that 10 year period. 

If the government is 
big enough to give you 
everything you want, it is 
big enough to take away 
everything you have.

Gerald R. Ford  
(1913 - 2006)

“ “
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Our house, your wealth: what 
happens in an era of rising rates?

UK housing is less affordable now 
than at any point in 147 years, 
according to analysis by investment 
firm Schroders. This is based on 
measuring the average price against 
the average earnings. With house 
prices now at 9.1 times earnings, 
they are the highest at any point 
since the Victorian era. But will 
higher interest rates be about  
to change all that, altering the  
wider role property plays in UK 
household wealth?

Low interest rates were key in 
driving up house prices for the  
past 40 years…

Until very recently UK interest rates 
were in long-term decline, reaching 
record lows in the years following 
the financial crisis in 2008- 2009.  
For 13 years between March 2009 
and April 2022, for example, the 
official Bank Rate remained at or 
below 0.75%.

Lower borrowing rates translated 
into rising prices: as mortgage  
costs came down, someone on 
the same wage could afford the 
monthly payments on a more 
expensive home. In a 2019 study, 
the Bank of England calculated 
that nearly all of the rise in average 
house prices relative to incomes 
between 1985 and 2018 was a  
result of “a sustained, dramatic 
decline in real interest rates.” 

…so what will happen now  
that rates look set to be  
higher, for longer?



market commentary

12

Since late 2021 the UK’s Bank Rate has risen 
more than 30-fold from 0.1% to 3.5%. Some 
borrowers’ mortgage rates have already risen  
in response, but the biggest hike in mortgage 
costs is arguably yet to bite. This is because 
many borrowers have loans where rates are  
fixed for two, three or five years. Only at the 
end of those periods do they need to pay the 
“variable” rate or find a new deal. 

What the chart shows

The chart shows the rates of new mortgages 
taken out where the rates are fixed for two or 
five years, with a varying deposit (or equity in 
the property). In some cases, borrowers who 
have been paying a fixed rate of around 2%  
will reach the end of that deal and now have  
to pay a rate of 5% or 6%.

On a 2% mortgage rate, the monthly repayment 
on a £300,000 property bought with a 10% 
deposit and a 25 year repayment term would 
have been £1,144. At 6% it would be £1,740, 
more than 50% more. Potential homebuyers 
need to either find more cash, lower their 
expectations, or prices have to fall.

Very approximately, it would take around a  
30% price decline in the example above for  
the monthly payments to be similar to before.

What this means for wider finances

While housing commentators already point 
to falling prices as borrowers adjust to bigger 
mortgage costs, there are other, wider 
implications for household wealth and financial 
planning. Gillian Hepburn, Schroders’ Head of UK 
Intermediary Solutions, explains: “Property forms 
a large part of many people’s overall wealth. 
For younger generations with mortgages, there 
will be questions around meeting those higher 
monthly costs from existing income – and what 
that might mean for other outgoings including 
investing and pensions.

The mind is its own 
place and in itself, can 
make a Heaven of Hell, 
a Hell of Heaven.

John Milton

“ “
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the biggest lenders in the UK with almost 
half of first time buyers receiving help from 
parents or family.”

“Property or pension”: time to look again?

Anyone who has read the Money section of 
a Sunday newspaper will be familiar with 
the question regularly posed to celebrity 
interviewees: Which is better, property or 
pension? In all but a tiny minority of cases, 
the answer comes back “property”.

House prices have tended to rise in recent 
decades – so it is not hard to understand 
why people say this. £100,000 worth of 
UK property 25 years ago would be worth 
an average of around £454,000 today. 
This obviously varies by region. In London 
it would be worth around £580,000 and 
in Scotland, £407,000. These figures 
exclude any costs of ownership such as 
maintenance, repairs, insurance or taxes; 
nor any income generated by the property 
(not relevant for primary residence, only 
buy-to-let). Nor do they factor in the 
impact of mortgage finance or “leverage”.

However, that same £100,000 invested in 
the global stock market (again, excluding 
any costs) would have grown even more, to 
around £631,000. This is almost 10% more 
than in even the best performing regional 
property market, London. Furthermore, it 
doesn’t matter whether you look at this over 
5, 10, 15, 20, 25 or 30 year horizons. The 
stock market would always have resulted 
in a bigger increase in your £100,000 
compared with UK residential property. 

Of course comparisons like this do not  
take into any account the substantial tax 
savings which can be earned by saving  
into a pension, nor the substantial taxes  
and costs associated with buying and 
selling property.

“An older generation might be mortgage-
free – and arguably they have been the 
main beneficiaries of this long-term trend – 
but they too will face new decisions. These 
might be around options to downsize or 
accessing the property value in future years. 
The ‘bank of mum and dad’ is also one of 



market commentary

14

Equities
We keep our neutral stance. Interest 
rates peaking will take some pressure off 
valuations, but risks of a hard landing or 
persistent core inflation remain.
  
US
While the US economy is proving remarkably 
resilient, we have strong doubts that current 
valuation levels are justified especially if 
growth slows.
 
UK
Domestic issues are aplenty, but we remain 
neutral on valuation grounds.
 
Europe
Valuations are appealing, corporate balance 
sheets are strong, and we expect China’s 
relaxation of its zero-Covid policy to boost 
growth.
 
Japan
The region should benefit from China’s 
reopening, accompanied by attractive 

Summary

valuations. However, projected yen  
strength may prove a headwind.
 
Global Emerging Markets
Recessionary risks are traditionally  
not supportive for emerging markets. 
However, current valuations reflect this,  
and China’s re-opening should help.

Asia 
China’s reopening has been far quicker  
than most expected. Better growth trends 
versus the US and lower valuations keep  
us positive.
 
Government bonds
We remain positive - data such as credit 
conditions suggest higher rates are  
starting to impact growth and as the  
Fed remains vigilant on inflation.

US
Market concerns will shift towards issues 
surrounding slower future growth given  
that the disinflationary process has begun.

Taken from Schroders 
Multi-asset Investment 
Views - February 2023

Positive

Neutral

Negative
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UK
Although recent comments indicate a more 
balanced tone and reflect that the terminal 
rate is now in sight, we remain neutral as 
inflation risks persist.
 
Europe
We remain neutral as it remains unclear how 
high the European Central Bank (ECB) will 
raise interest rates given that growth has been 
higher than expected and inflation data has 
been lower than expected.
 
Investment grade credit
After significant tightening of spreads, we are 
moving to neutral on credit.

Commodities
A slowdown in growth, combined with easing 
supply dynamics, present limited upside 
across most commodities.

Energy
The oil market has been flat as it digests 
the China reopening story. Gas prices have 

plummeted thanks to a mild winter  
and an uptick in supply. We believe  
weakening demand should continue  
to dictate the direction, offsetting any  
upside from China.
 
Gold
Weakening growth, an easing of inflation 
pressures and peaking real yields should 
support gold prices, but after recent price 
rises, we prefer to wait for better levels.
 
Industrial metals
China’s policy shift has caused a sentiment-
driven rally in base metals. We need to  
see a recovery in more metals-sensitive 
sectors, most notably property, to justify 
higher prices.
 
Agriculture
Increasing supply from Ukraine and Russia  
and favourable crop conditions limit the 
potential upside from agriculture.
 
Given the above we remain………………..

I am an optimist. It 
does not seem too 
much use being 
anything else.

Winston Churchill

“ “
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