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Growing confidence that the worst of the credit crisis is
now behind us, and increasing expectations for a recovery
in the global economy, has seen investment markets
perform strongly through the third quarter of 2009, with
most asset classes increasing in value.

The UK stockmarket has certainly risen sharply; the FTSE
All Share Index advancing by some 20%, led largely by
‘cyclical’ sectors of the market as institutional investors
speculated on which companies might be at the forefront of
the economic recovery as and when it materialises. Their
approach seems to have been to throw money at most of
the stocks that performed worst throughout the downturn,
on the basis that at least some will generate strong future
growth returns. Many businesses in recently favoured
sectors such as house-building, leisure and retail remain on
the critical list, however, and so are highly speculative.
Some market commentators have referred to the recent
buying spree as ‘a dash for trash’.

Our own view is that it is a little premature to be talking

about ‘green shoots’ and positioning portfolios accordingly,
particularly whilst the UK economy is effectively still on ‘life
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support’ in the form of record low interest rates, continuing
quantitative easing from the Bank of England and an
extension of initiatives such as the vehicle scrappage
scheme. Any withdrawal of these stimuli, combined with a
more prudent approach to public spending by whichever
government wins next year’s general election, runs the risk
of choking off any fledgling recovery from recession.

Perhaps not surprisingly, as the argument for a resumption
of economic growth has gathered voice, the more
‘defensive’ segments of the UK stockmarket (which we still
favour currently) have underperformed. Utilities, telecoms,
tobacco and pharmaceuticals have all lagged somewhat,
but we still feel that they will have their day. Certainly for
equity investors seeking income there remain few
alternative sources!

The continued thawing of credit markets has led to a
further significant improvement in the pricing of corporate
bonds, particularly at the high-yield (or ‘junk’) end of the
spectrum. Whilst we believe that the easy money has now
been made from this asset class, until there are signs that
the Bank of England is turning off the liquidity taps and that
interest rates are about to turn higher, corporate bonds
remain a valid investment proposition.

There are even signs that the Commercial Property sector
is turning the corner. This asset class has performed
particularly poorly during the credit crisis, with commercial
property values falling by nearly 40% from their peak. Over
the past three months, however, there have been signs that
values are stabilising (indeed slightly improving) and a
number of high profile professional property investors are
funding newly-formed investment vehicles, believing that
there is now considerable value and opportunity in the
sector. For those prepared to take a long-term view (five
years plus), income yields in excess of 5% per annum from
‘bricks and mortar’ property funds are appealing in the
current environment.

Continued overleaf...
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continued...

The equity market’s recent strong advance has given
investors the opportunity to add some cash liquidity to
their portfolios as we move into October (traditionally a
twitchy month!) and navigate the Q3 US results reporting
season.

We continue to hold a cautious view of the outlook for
investment markets in the short term and, despite the
significant rally from the lows of recent months, it may only
take a few unexpected events to cause the tentative
improvement in investor confidence to subside again.

Pensions - Are you
approaching 75? y

For anyone with pension benefits in existing
arrangements accrued over the years, turning age 75 is
a very important milestone. At this age, options for
accessing the potential benefits change considerably.
Occupational schemes such as Final Salary
arrangements or other plans which you may have
through previous employments will, in all likelihood,
already be paying you benefits (typically from age 60-
65). Any Private arrangements you hold may have been
‘deferred’ previously and, as a result, no benefits taken
as yet.

Under current rules, you are allowed to take up to 25% of
your accumulated fund as a tax free cash sum, with the
balance being used to provide an income. This income can
be paid to you in the form of an annuity for the rest of your
lifetime or by drawing the benefit directly from the invested
fund itself.

The option to take the tax free cash sum has to be utilised
by age 75 or is lost. Should you elect to draw your income
from the fund (known as Income Drawdown or Unsecured
Pension), then there are various options concerning the
potential benefits payable to any surviving spouse or
dependents. These options change considerably (for the
worse) beyond age 75.

Any pension fund from which no cash or income has been
received prior to age 75 will normally pay out the total fund
value on death to the deceased’s estate (or nominated
beneficiary(s)). There is, therefore, much to consider,
should you have existing pensions from which no benefits
have been taken or where you are drawing directly from the
fund itself and are approaching age 75.

This is an area in which Cave & Sons can help and offer
guidance. Should you wish to discuss your options in
further detail please call us or speak to your usual contact.
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Over the long term, however, we continue to hold a
positive view and, whilst the light at the end of the tunnel
is still not shining brightly, the ‘Armageddon’ scenarios
predicted by many a few months ago are beginning to
seem less and less likely.

Should we get through October unscathed, the markets
could be set fair to perform strongly through to the turn of
the year. Investors should however remain vigilant to
share prices running too far ahead of the, albeit slowly
improving, underlying economic outlook.

Don’t miss the boat y

The age at which you can take benefits from most personal
pension arrangements is increasing from age 50 to 55 from
next April and, as such, should you wish to access your
pension benefits in the near future, you must do so by this
date.

If you are aged between 50-55 on 6th April 2010 and do
not take your benefits by this date you will lose access to
these for up to five years.

Whilst during these tough economic times you may feel
that there are more pressing issues than knowing when you
can take your pension benefits, it is sensible to at least be
aware of this change in the rules.

The stockmarket has risen by approximately 40% since its
lows in March of this year and, depending on your
circumstances, now may be an opportune time to consider
your options for the increased value of your arrangement(s).
Should you fall within the age range referred to and wish to
discuss how you could take any potential benefits, then
Cave & Sons have dedicated professionals you can talk to.
Call us on the number provided or speak to you usual
contact.



Making a Will

All of us have a nagging voice in the back of our minds
which, from time to time, reminds us that we need to
make a Will. In reality very few of us actually do
anything further and simply put up with an old out of
date Will - or worse still don't ever get round to taking
advice and make a Will. It is estimated that 60% of
people in England and Wales died last year without a
Will.

You may ask yourself why, if so many of us choose not to
make a Will, should | be considering it? Put aside any fears
and prejudices you may have and understand one thing -
without a will you have no control over how, when and to
whom your estate is distributed. And beware the common
myths or "pub law" surrounding Wills;

1. Your spouse or civil partner will not automatically
receive everything in your estate. Without a Will the law
decides who the beneficiaries of your estate will be,
when they receive their inheritance and who can
administer the estate. These beneficiaries may not be
the people who you want to benefit or it may not be the
most appropriate time to give someone a substantial
inheritance — are you happy for your children to receive
this outright when they turn 18?

2.  Relying on the fact that your family "know what
you want" is a dangerous risk to take — last year the
Courts saw many cases brought by families in dispute
following the death of a close relative. At least some of
these will have been fuelled by different views of what
the deceased really wanted/promised.

ISA Top-Ups for the Over-50’s

As announced in the Budget earlier this year, anyone
born on or before the 5th April 1960 (i.e. who will be
aged 50 or over during the current tax year) can now
enjoy a higher ISA subscription limit (£10,200) than the
rest of the population.

As is the case with the existing rules, up to half of the new
limit can be saved in a cash ISA with a single provider. The
remainder of the limit can be invested in a stocks and
shares ISA with either the same or another provider.
Alternatively the full amount can be invested in a stocks
and shares ISA with one provider.

If you have already invested any cash in to an ISA this year
and are (or will be) over 50 by the end of the tax year, this
means you can now top-up your subscription to take it up
to the full £10,200 limit. We would regard this as well worth
doing for anyone who would benefit from the tax
advantages.
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Among the benefits and advantages of a Will are the
ability:

1. to choose who administers your estate;

2.  to plan for the future of your family and to ensure
that, were something to happen to you, they are
provided for;

3. to choose guardians for your minor children,
rather than risk the court appointing those to whom you
would not want to entrust their care;

4.  to consider, plan and (hopefully) avoid paying the
share of your estate that the Chancellor will be hoping
to receivel Remember inheritance tax currently runs at
40%, and it does not take a large estate to generate a
significant tax liability. (Roy Jenkins described
inheritance tax as a tax paid by those who distrust their
family more than they distrust the government - do you
fall into that category?); and

5.  to plan for the development of your business if you
own one - ensuring that your family are not burdened
with its operation and guaranteeing that the most
appropriate people can take the reins if needed. A
partnership agreement and a shareholders agreement
are vital tools in operating your business but you need a
Will to sit alongside these.

If you have a Will don't think that it's a job done once and
never to be repeated! The law relating to pensions,
property, taxation and trusts changes annually and your
Will can easily become out of date, ineffective and even
wrong, without regular checking and careful adjustments!
So you need to review your Will, as well as your wealth
management and tax planning strategies on a regular
basis.
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If you have not yet invested in an ISA this year and are over
50, you could invest the full £10,200 all in one go. This
could be in the form of a new cash subscription or the
transfer of an existing investment, not already held within
an ISA, through a ‘Bed and ISA’ switch.

For the rest of us, the ISA subscription limit does not
change until April next year, when it will also increase to
£10,200. However, with £7,200 which you can put into an
investment ISA before April 5th it is still a generous
allowance, and one you may wish to take advantage of
with the UK Government in desperate need of increased
tax revenues, any tax breaks that remain need to be taken
seriously.

For further information regarding ISA’s and tax efficient
investments please do not hesitate to contact your
usual advisor or call 01604 621421.



Local Bank’s Economists expect UK Interest Rates to

rise in Q2 2010

It is never wrong to seek a second opinion, so we
thought readers might value the view from one bank
that seems to have successfully navigated its way
through the recent credit crunch. For those of you who
have not previously come across Handelsbanken, they
are a highly rated Swedish bank with 64 Branches in the
UK, including one in Northampton and currently boast
one of the best credit ratings in the industry.

The Background

In the second quarter of 2009, UK GDP fell at the fastest
rate since 1955. The decline in the manufacturing sector
has been particularly prominent with output volumes at
their lowest since 1992. While the contraction has been
deeper and swifter than previously thought, growth is now
more likely than not to resume in coming quarters.

Indeed business surveys, such as PMI manufacturing and
PMI services, indicated in August that output had stabilised
and was even starting to increase. Improved signals are
also evident in the housing market, where house prices
appear to have been stabilising during the spring and new
buyers are seeking to enter the market.

Credit conditions, as measured by the Bank’s lending
survey, have been easing throughout the year and are
expected to ease further in coming quarters. This is in stark
contrast to similar surveys in the eurozone and the US,
where credit conditions have continued to tighten.

Handelsbanken analysts expect slightly positive quarter on
quarter growth in the third quarter as, not only do sentiment
indicators point to rising output, but a slower pace in
inventory declines will also help buoy GDP. However, they
believe that whether this should be classified as a
‘recovery’ remains an open question and that it will take a
long time to regain the output loss, even though quarterly
growth is turning positive.
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In Handelsbanken’s view, the outlook is unclear
because:

- the strength of the global recovery is uncertain,
especially since the world economy is currently
operating on the record-large crutch of fiscal
deficits and loose monetary policy

- the constraints on domestic bank lending are
uncertain, and

- the housing market could see new setbacks as
unemployment continues to rise or if a supply of
unsold homes hits the market.

As a rule of thumb, employment growth lags demand
growth by approximately three quarters, which suggests a
further rise in unemployment in the coming quarters. A
softer labour market translates into lower earnings growth,
while lower inflation and tax cuts should contribute to
robust real disposable income growth this year. In the
fourth quarter of 2009, they expect a fleeting consumption
boost as households move consumption forward from the
first quarter of 2010 to avoid the VAT hike. In 2010 and
2011, they expect weak wage growth, rising inflation and
tax increases to weigh on real incomes and real
consumption.

So where will interest rates go?

In light of the above, Handelsbanken expect the Bank of
England to keep rates low for a long time, given their
forecast of a weak recovery and a resultant large,
persistent output gap. However, they do expect a rise
in interest rates in Q2 2010 as the case for “emergency
interest rates” diminishes.

Handelsbanken Factfile
Handelsbanken is a Swedish Bank.

They opened a Northampton branch two years ago,
since which time they have been providing solutions to
corporate entities and private individuals across the
county.

Unlike many ‘high street’ banks, they use a
decentralised model allowing them to focus on getting
the service and delivery right. Each branch takes
responsibility for all aspects of the business — from how
the branch looks, to who is employed and, importantly,
on credit decisions.

There are no sales targets, nor a product range that
requires customers to ‘fit into boxes’ which, we
thought, makes a pretty refreshing change!

Brian Lehane - The Northampton Branch’s
Corporate Accounts Manager can be contacted on
01604 638489 or by emailing

brle02@handelsbanken.se




Absolute Return Funds

Investors spooked by the current volatility in share
markets are turning increasingly to absolute-return
funds and it's not hard to see why.

These products, which have only become generally
available for retail investors in the past couple of years, aim
to make money in both rising and falling markets. So with
shares moving up and down like yo-yos, there is a strong
temptation to seek out such products, which promise
wealth preservation, rather than a rollercoaster ride. We aim
below to provide information on how such funds work and
take a little look at the options available for such an
investment?

How do absolute return funds work?

The chief attribute of absolute return funds is their ability to
mitigate the risk of the market, whether it is going north or
south. Similar to hedge funds, and unlike traditional equity
vehicles, absolute return funds are not just dependent on
rising share prices in order for them to make money, they
can also generate returns by 'shorting' the market. Shorting
or 'going short' refers to fund managers making a bet that a
stock will tumble. Essentially, if the manager thinks a share
price will fall he can sell shares he doesn't own in the hope
that he can buy them back at a lower price in future and
pocket the difference.

Absolute return funds can also achieve their steadier results
through using a combination of strategies. One is to invest
in a wide range of assets, including not only shares, bonds
and cash, but also the likes of property and hedge funds.
Used properly, these tools should allow absolute-return
funds to do better than straightforward equity or bond
funds when markets are falling, but the other side of the
coin is that they are likely to lag behind their more
conventional rivals when markets are rising.
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But do these funds actually do what it says on the tin?

Absolute-return funds have a place in many investors'
portfolios because they aim to do what a lot of investors
want, which is to make money and preserve wealth, in
good times and in bad. However, it is vital that investors
choose carefully because a number of the so-called
absolute-return funds have not delivered on their promises
and have actually lost investors money over the past 18
months. The recent environment has provided the perfect
test of whether such funds can produce positive returns
when markets are plunging, and some funds have proven
to be better than others at weathering the storm.

Where to invest?

Two of our favoured options for investment are the
BlackRock UK Absolute Alpha Fund and the
Threadneedle Absolute Return Bond Fund. Both funds
aim to achieve absolute positive returns for investors, with
the Blackrock fund aiming to achieve this through equity
and Threadneedle through fixed interest investment. Other
highly regarded funds in the sector include the Gartmore
UK Absolute Return Fund and the SVM Absolute Alpha
Fund.

For more information on absolute return funds and your
available options for investment, please do not hesitate to
contact your usual Cave & Sons advisor or call 01604
621421.

Authority.

Remember
Past performance is not necessarily a guide to future performance. The value of investments and the income derived from them can fall as

well as rise. Investors may not get back the full amount invested. These investments may not be suitable for everyone and if you have any

doubt, please contact us for specific advice and full details. Cave & Sons Limited is authorised and regulated by the Financial Services




The New Porsche Panamera; a New Dimension y

If you are looking for a luxurious, yet sporty and
practical four-seater then look no further. The new
Porsche Panamera Gran Turismo, launched in
September, combines all the sporting pedigree you
would expect of a Porsche with luxurious levels of
comfort, refinement and technology. Here we ask Dean
Francis, General Sales Manager of Porsche Centre
Silverstone to tell us a bit more about the new model.

Seldom has a Porsche been so eagerly awaited. But now
the wait is over. The highly anticipated, new four-door
Porsche Panamera is here, representing a unique
symbiosis of sporting performance and sheer luxury.

Every model offers a full leather interior, together with a
plethora of high-tech toys from Porsche Active Suspension
Management (PASM) to rear ParkAssist, auto-dimming rear
view mirrors and Porsche Communication Management
which includes Satellite Navigation and a Bluetooth
telephone module among others.

Standard on all models is the ‘Sport’ button, which
increases throttle pedal responsiveness, selects the ‘Sport’
suspension setting, and alters the shift patterns of the
seven speed Porsche Doppelkupplung double-clutch
transmission (PDK), where fitted.

The Panamera comes in three models, the S which comes
with a six-speed manual gearbox and the 4S and the Turbo
which both have four-wheel drive and the seven-speed
PDK double-clutch transmission. The S and 4S have 18-
inch alloy wheels as standard, with a choice of 19-inch and
20-inch alternatives, while the Turbo rides on 19-inch alloy
wheels. As is typical of a Porsche, the braking system is

designed to deliver a high level of stopping power though
the race-proven and highly efficient Porsche Ceramic
Composite Brake (PCCB) is also available as an optional
extra.

Luxury and comfort in any of the four seats is a given, but
for passengers in the rear, the option of electrically
adjustable backrests, cushion length and lumbar support
are also available. It is also possible to specify rear seat
ventilation, and a comprehensive rear interior illumination
package with high power reading lights.

In terms of safety, the Panamera also offers comprehensive
levels of active and passive protection across the range. In
addition to Porsche Stability Management (PSM), there are
driver and front passenger airbags, curtain airbags as well
as — on the front seats — side and knee airbags, each
ensuring maximum protection as standard features in the
event of an accident.

For customers seeking the ultimate in-car audio
experience, the Panamera is the first Porsche to offer the
option of a High-End Surround Sound System from
Burmester®, the renowned Berlin audio specialist. A total
of 16 loudspeakers masterminded by 16 amplifier channels
with an overall output of more than 1,000 Watts provide a
unique sound.

The superior, yet practical, driving qualities of the
Panamera are also borne out clearly by the luggage
compartment. Opening the rear lid reveals a load capacity
of 445 litres (15.6 cu ft) in the S and 4S though space in the
Turbo is slightly smaller. With the rear seat back rests
folded, luggage capacity in all models increases to an
ample 1,250 litres or 43.8 cu ft.

Prices start at £72,266.00 (incl VAT) for the Panamera S. All
come with the assurance of a Porsche Vehicle Tracking
System (VTS), a sophisticated vehicle security package
approved to Thatcham Category 5 standard, and
customers will also be able to explore the potential of their
new car by participating in a complimentary course at the
new Porsche Experience Centre, Silverstone.

For more information regarding the new Panamera or to
arrange a test drive, please contact Porsche Centre
Silverstone on 01327 355 911 or visit
www.porsche.co.uk/silverstone.
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Best Savings Rates

No Notice Accounts

Bank Account Name Rate Notes
West Bromwich BS No Notice Saver Direct 2.80% Min £1,000
Scarborough Inv Direct Direct Access 2.76% Min £1,000
Stroud & Swindon BS Postal Account 2.25% Min £1,000
Chelsea BS Rainy Day Savings Iss 3 2.00% Min £10
State Bank of India Instant Access Savings 1.98% Min £500

Notice Accounts

Bank Account Name Rate Notes
First Save 90 Day Notice 3.25% 90 day notice, min £100
Chelsea BS Call Direct 120 3.10% 120 day notice
Turkish Bank 60 Day Notice 3.02% 60 day notice, min £1,000
United National Bank 3 Month Gold Deposit 3.00% 3 month notice
Chesham BS Reserve 120 2.85% 120 day notice, min £5,000
Cash ISA’s
Bank Account Name Rate Notes
Manchester BS Premier ISA 3.01% 35 day notice, min £1k, inc 0.7% bonus for 12 months
Chesham BS Cash ISA 120 3.00% 120 day notice, min £500, inc 0.75% bonus until 30.09.10
Newcastle BS Reward Saver ISA 3.00% 120 day notice, min £500, inc 1% bonus for 12 months
Buckinghamshire BS 180 Day Monthly Inc 2.80% 180 day notice, min £100
Standard Life Bank Cash ISA Direct 2.65%

Over 50’s Accounts

Bank Account Name Rate Notes

West Bromwich BS High Income Over 65 2.80% 90 day notice, min age 65, min £5,000
United Trust Bank 50 Day Notice Over 50’s 2.50% 50 day notice, Min £500

Chelsea BS Over 50’s Instant 2.47% Min £200

Market Harborough BS onthedot Sixty + 2.35% Min age 60

Saffron BS e-saver 55 plus 2.30% Min age 55, Min £1,000

Source: Moneyfacts.co.uk. All rates are gross and correct as at 28/09/2009. Rate advised corresponds to £1 invested, except where advised different. Details of all
accounts and interest rates are for information only and do not constitute a recommendation from Cave & Sons.

Indicators

Inflation: Consumer Price Index 1.60%

Inflation: Retail Price Index -1.30%
Bank Base Rate 0.50%
Average Standard Variable 4.96%

Mortgage Rate

Source: Yahoo Finance Source: Yahoo Finance
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