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I have pleasure in enclosing the new edition of our client newsletter.

Brain Teaser

At c. £400 (barring short term currency issues) 1 oz. of gold can buy a good ready-to-wear suit, a
leather belt and leather shoes. How much gold did a Roman Senator require, 5000 years ago, to buy a
toga, a leather belt and leather sandals? The answer is written below.

Investments

Who said the following? “Investors are mis-pricing risk premia and underestimating the uncertainties
associated with geopolitical risk and tightening financial conditions.” No, not Jonathan (Dr Gloom)
Davis. It was the Financial Services Authority on 1% February. The FSA singled out the risks
associated with property mutual funds — just as private investors are flocking to this asset class.

I couldn’t agree more!

...Have a look at the following macroeconomic indicators:

1) In the US, housing is experiencing the worst collapse in decades, with values dropping the
largest amount on record.

2) Home repossessions are going through the roof (sic!)

3) Housing construction starts are plummeting and construction workers are laid off in
their thousands.

4) American carmakers are taking record losses and laying off tens of thousands.

5) American manufacturing is slipping into recession.

6) The US stock market, notably until Tuesday this week, was making new highs daily.

... Which indicator is the odd one out?

May I remind you that our clients are largely insulated from expected stock market falls over the next
few months.

Wall Street Bankers

None of the nine Wall Street strategists polled by Barron’s, on December 9th 2006, forecast a decline
in the stock market in 2007. The last time strategists were in unanimous agreement for a rising
market was in 2000. Subsequently, the S&P 500 fell 13%. (The FTSE 100 fell 16% in 2001.)

All in all, it is not a good time to have a large exposure to the following:

X4 Equities
i Commercial Property
< Residential Property (in particular via Buy-To-Let). We predict 25%+ fall over 4-6 years.

e

o

And also Corporate and Emerging Market Bonds — according to recent market valuations,
these are almost as secure as The US Government. [ see a problem there.

If anyone believes that when The US sneezes we will not ‘catch a cold’ they are living on another
planet.

So, I’ve been seen, in these letters, saying what not to be in. What about where one should be
investing to protect against inflation for the medium to long terms?
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In a word: Commodities. In particular, precious metals such as gold.

It is widely accepted that ‘Chindia’ (China and India), amounting to around one-third of the global
population, is rapidly industrialising. In the long run, these two countries will be very powerful
economic forces. Their own stock markets appear, to me, to be in short term bubble territory.
However, their populations, having moved from the land to both hi-tech and manufacturing still need
to be fed, housed, clothed, heated, transported etc. On top, they are rapidly becoming like Western
consumers. The infrastructure being created in these countries, particularly China, is colossal.

Chinese Car actual sales and projections
Car Sales:
China Will Surpass The U.S. In & Years

M M
11 Car Sales J
_ China -
- - i - -
10 Sflslr.aesc Estimated Trend .10
=== .S, Estimated Trend*" .5
- N - —
.
- -
8 W\\-\-’_‘,_,__& ______________________ P, 0 ®©
-
-
7T - -1 7

]
I

)

1

o

[“I ]
LI
\
1
|
1

N

- = 3

1L 4 1

= BC A Medsarch 2006
1 1 1 A L - 1 1 L 1 1 1 1
2002 2006 2010 2014

f Assames 12% annual growth rate in sales.
- Assumes sales remain constant at current leveis.

Suffice to say there ought to be a lot more oil consumed going forward. Thus, in my view, most
forms of commodities and energy stocks will do well over the medium to long term.

Please note, also, the risks to the global economy are significant. With oil falling 40%, from $78 to
$50, inflation remains an issue and interest rates have risen on both sides of the Atlantic. What’s
going to happen as oil rises? It’s up ¢. 15% in 2007 already? When the stock markets really fall. the
smart money will run for cover. And that cover will likely be gold.

The Roman Senator required 1 oz. of gold — exactly the same as today. Gold is the true store of
value and security against inflation. Compared to gold, £100 of cash, only 100 years ago, would
today need £850 to have the equivalent value. That is what I call devaluation! If you would like a
copy of Messrs Baker and Steel’s ‘Case for Gold” just ask me and I'll send/email it to you.

Income Tax

As we approach Spring, a high-earning young or older man’s or woman’s fancy turns to a three letter
word ending with x — TAX! At Armstrong Davis, we regularly obtain 5 figure, and sometimes 6
figure, income tax repayments for our clients. If earnings are above £100,000 this year, do contact us
to see if taxes could be refunded from the tax man.

How to optimally apply financial resources can be a minefield. I focus on wealth management. If
you like what I do please tell others to contact me for a no-obligation discussion. They’ll receive the
same professionalism that you receive.

With kind regards,

s I

Jonathan Davis BA MBA FCII AIFP FPFS
Chartered Financial Planner

Email: jdavis@ CharteredFinancialPlanner.co.uk
Please note: The value of investments can fall as well as rise. The past may not be a guide to the future.
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Developments

Since 3rd January 2007 [ have
been practising in my own firm,
Armstrong Davis Chartered
Financial Planners Ltd. As you
can see, the firm is based at two
locations and, in reality, nothing
much has changed except that I
am now legally as well as

When did your personal
finances last have a review?
Most of our clients see our
annual (or more frequent, as
needed) review and planning

service as most valuable.

Annually may seem
unnecessarily frequent, but
consider some of the things
that have happened since
early 2006:

professionally responsible for
advice that I provide.

We continue to meet most
clients in beautiful offices near
The Bank of England and also
now in Herts and Essex; the
macroeconomic position

= A new pensions’ tax regime
has come into being affecting
virtually everyone saving for
their retirement.

remains unchanged so our ,
¢ Trusts’ tax laws have been

general view of the world hasn’t _
revised.

altered (see attaching letter);
and, apart from taxation * The government announced
plans that remove any estate

planning benefits from

changes, our advice is essentially
as it was during 2006.

This Edition

s

Successful _
Partnerships Plan
for Succession

Every year thousands of
taxpayers pay much more tax
than necessary because they fail

to use straightforward tax
planning strategies and claim tax
reliefs they are due, according to
the website www.unbiased.co.uk.!
Here are some of the areas you
should consider before the
2006/07 tax year comes to an end
at midnight on Thursday 5 April.

~ Drawing Your
Pension Benefits —
e Big Decisions

The need for an annual review

Alternatively Secured Pensions
(ASPs).

* Many economic indicators are
on multi-year highs, namely,
inflation, unemployment,
property prices, share values.

| An annual financial review gives
| you and your financial

adviser/planner a chance to step

| back and consider the impact of

the last 12 months, and how ;
they affect your current |
planning and your furture.

In some cases the outcome of a
review may be that nothing

; needs altering, but that can only

| be reassuring which, to my
i mind, has a value too.

The early part of the calendar

| year is an ideal time to start the

| . .
| process, as it can be combined

| ® Broadly speaking, you can now
| personally contribute up to 100%
- of your earnings to pension

- arrangements with full tax relief,

' to your pension do not exceed
- £215,000 in this tax year.

Remember that tax rules can and
do change and you need to plan
in the light of your own
individual circumstances. Tax is
important but not the sole issue.
For example, investing in a
pension will restrict access to
your savings. The Financial
Services Authority does not
regulate taxation and trust advice.

Jonathan Davis
BA MBA FCIl AIFP FPFS
Chartered Financial Planner and
Managing Director

with your year-end tax
planning. Why not call us today,
and make sure your finances are

set fair for 2007?

New tax planning strategies for 2007

. B Gone is the old rule which

meant you could not contribute

- to a personal pension if you were

a member of your employer’s

pension scheme and earned more

than £30,000 a year. Now, if you

| wish, you could use other types

of personal pension to top up

| your retirement benefits.

| ® Whatever pension

Pension contributions
Pensions offer potentially

i valuable tax saving opportunities
| —especially since the rules on

. pension contributions changed

i radically from 6 April 2006:

provided that total contributions

| 6 April 2007.

arrangement you choose, the mix

' between pension income and tax-

free cash will be the same, unless
you are subject to special

. transitional rules. So, normally

~ 25% of your pension fund will be
. available as a tax-free lump sum

. when you draw your benefits.

. @ If you want the tax saving in
- the current tax year, you must

make the contribution before

Contimued on back page












