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Last month we introduced the concept of our golden ‘rules’ of investing and explained how important it is to hold the correct level of cash
reserves, and how you can begin to work out ‘how much is enough?’
In this edition we are going to focus on the next two rules:
1. Never ignore inflation.
2. Invest for reasonable timeframes.

Inflation
When inflation is at low levels it is easy to overlook the adverse effect it has on your capital and the income it produces. Whatever the

current situation, the likelihood is that our bills and the price of goods will be higher in the future. Inflation does not reduce the monetary
value of your capital. It reduces the real value, eroding the spending power of your money and potentially putting your standard of living at
risk.

Left to the effects of inflation, your money would have lost 34% of its purchasing power over the last twenty years. And as improved life
expectancy means we can look forward to a longer retirement, the impact of inflation will become even more of a consideration. The
danger of outliving our capital is a very real one.
As we grow older, our spending habits change as we choose to buy different things. This means that the headline rate of inflation is
unlikely to apply and the real rate that applies to you could be more or less than this. Your age therefore can have a significant impact on
your inflation rate and needs to be factored in to any financial planning.
When it comes to your business, inflation can affect your cost of goods and any services that you outsource. This can therefore effect
your profits and cash flow. This in turn can mean that you need to increase prices to your customers which could have an impact on your
overall turnover. It is therefore imperative that you take this into account when you are planning for the future of your business.
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Invest for reasonable timeframes
Time in, not timing is key to investing, therefore when considering any corporate investments you should be looking at a minimum term
of 5 years.
It’s only natural to be concerned about short-term fluctuations in stock markets. The only certainty is that it is impossible to be sure how
the markets will move.
The sharpest falls and the largest gains are often concentrated into short periods of time. If you try to time the market to avoid the falls,
you’re highly likely to miss the gains.
Previous studies have shown that by missing only a few of the best days in the stock market, this can have a significant impact on your
overall return. When it comes to investing, doing nothing is often best.

Summary
It is important to never ignore inflation, whether this be with your personal or business financial planning.
Any money not needed for short-medium term business activities/tax has the potential to be invested. This will give you the opportunity
to make sure that your funds are growing at a rate equal to or above inflation and not losing money in real terms.
When it comes to investing, it is essential that you invest for reasonable timeframes so that you are able to ‘ride out’ any short term
volatility which is a natural part of investing. Remember, it is time in, not timing the market that matters over the long term.
It is important to take advice before investing company funds as your accounting practice will dictate the most efficient tax wrapper for
you. This is why we will often work closely with our clients’ accountants to ensure a holistic approach is taken.
The value of an investment with St. James's Place will be directly linked to the performance of the funds you select and the value can
therefore go down as well as up. You may get back less than you invested. An investment in equities does not provide the security of
capital associated with a deposit account with a bank or building society.
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What happened in the markets?
Gross domestic product (GDP) in the UK grew just 0.1% in July, according to
figures released by the Office for National Statistics (ONS) in early September.
Production output growth was the main positive force, with the services sector
broadly flat, and the construction sector falling for the fourth month in a row.
Increased material costs, staff shortages and the rising COVID-19 Delta variant
have all been mentioned by various commentators as contributors, with the UK
economic recovery still lagging 2.1% below its pre-pandemic levels.
Aside from the above GDP figures, UK markets faced a number of challenges.
The government announced plans for an additional 1.25% tax on dividends,
potentially reducing future returns for income investors.
What followed was a number of central bank figures suggest COVID-19 support
measures might start to be eased by the end of the year.
In early September, James Bullard, President of the Federal Reserve Bank of St.
Louis – one of the 12 Federal Reserve Banks that make up the Federal Reserve
System – told the Financial Times that the US central bank should begin tapering
its bond-buying programme by the end of this year or during the first half of next
year. On the same day, Robert Kaplan, President of the Federal Reserve Bank of
Dallas, said he would look to push for a tapering as early as October.
The following day, the European Central Bank (ECB) announced it would be
slowing down the pace of its bond-buying programme, although ECB President
Christine Lagarde denied this was the start of a wider bond-purchase tapering,
instead declaring, “The lady’s not for tapering.”
Under its pandemic emergency purchase programme (PEPP), the ECB will
continue to conduct net asset purchases up to a total of €1,850 billion, until at
least the end of March 2022.
That being said, global markets are within touching distance of all time highs and
many markets are showing substantial gains year to date.
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