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This edition includes a business 
perspective on Brexit and insight into Neil 
Woodford’s suspended Equity Income 
fund. We also home in on key planning 
tools for minimising IHT liability, help you 
cut down on paperwork management and 
give you tips for spotting investment 
scams.
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When you can’t 
see the Woodford 
for the trees

Investment managers and speculators regularly proclaim their brilliance, 
pointing out stunning historic growth figures or a correct call – but how 
much skill do they really have? Most speculators get most calls wrong most 
of the time and, like gamblers, they only want to talk about their triumphs, 
with failures never their fault.

Two years ago, Neil Woodford’s Equity Income fund started to underperform. Investors 
often take fright at a period of short-term underperformance and switch out of a fund, 
but what happens in the short term is not necessarily a sign of long-term decline. It can 
simply be a reflection of a stock-picker’s belief in the assets that he or she holds and an 
appreciation of a business’s potential that others may not yet see.

We were therefore not unduly worried about the initial short-term underperformance 
of Woodford’s fund. We monitored it in our usual vigilant way, and when it started to give 
us cause for concern, we quickly triggered our rigorous in-depth review measures. This 
involved a very detailed look at each individual transaction that Neil had made and the 
positions that he was building, as well as an assessment of the consistency and 
robustness of his process, and his adherence to it. (Continued on page 2)
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If it sounds too 
good to be true … 

Fraudsters are getting 
more convincing so be 
on your guard

Up to £2 million IHT-free 
Maximising nil rate bands in a remarriage

We found that over time, he was increasingly chasing losses and wasn’t 
steadfastly following the investment process that had been so rewarding for 
our clients for many years. He also had a high turnover of staff; he was 
increasingly critical of other managers; and he was isolating himself from 
his peers and analysts. 

Given these red flags and our findings, and knowing that he was taking ever larger 
positions in unlisted companies, which are near impossible to sell quickly, we felt 
that he was not only likely to continue to underperform but was also acting against 
generally accepted investment fund guidelines. We therefore advised our clients to 
switch away from Woodford in June 2018 – one year before his unravelling. 

As we are a fully independent 
company, we have no ties to any 
funds or special deals from any 
manager. This left us free to switch 
away without any business 
implication and our advice could be 
completely objective. Some 
companies commercial tie-ups may 
have stopped them seeing ‘the 
Woodford for the trees’.

We are not advocates of market 
timing or of asset allocation, and part 
of Neil Woodford’s troubles came 
about because of his UK-centric 
holdings and some of the problems 
the businesses experienced – due to 
austerity, Brexit concerns and general economic slowdown. Our replacement 
fund manager, Tom Moore at Standard Life UK Equity Income Unconstrained 
fund, has an equally UK-focussed investment style, and given that the sector 
has its challenges in the short term, we expect there to be headwinds. However, 
Tom is far better placed and more resilient than Neil as he has avoided the 
glaring bloopers of investing in Provident Financial, Prothena and the like, and 
he holds no unlisted companies. 

Nothing is forever though, and keeping a close eye on fund managers’ performance 
and what underpins the performance is fundamental to successful investment 
management. We will continue to keep all of our funds under diligent review and 
let you know of any changes that we would like to make to your portfolio. 

We are very grateful for Neil’s solid performance for many years and we take no joy 
in his recent plight, but our timely switch out of the fund served our clients well. If 
you do still have money in the Woodford Equity Income fund, you won’t be able to 
withdraw it until the current suspension is lifted. It may, however, be possible to 
bring the fund under our management, which means that we can act quickly once 
it reopens. If you would like advice about this, please get in touch with us.

Double inheritance tax 
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You will have freed 

the money from 

a second tax hit 

on your death and 

created a family 

legacy, and you 

will still have 

access to it

A recent inheritance could mean a double IHT hit. We explain how to avoid it 
whilst still enjoying the benefits.

If you inherit money in a will and pay inheritance tax (IHT), you may think that the 
taxman has no further claims on it. This money, however, now forms part of your 
estate with its own potential IHT liability, which means that it could be taxed again. 
Gifting your inheritance to your children or to a trust fund could prevent this, 
however, there is a seven-year wait before the amount escapes your estate and you 
won’t be able to access it as the money is considered to be a ‘gift with reservation’.

Deed of Variation

The best way of avoiding double taxation is by creating a Deed of Variation – a 
retrospective change to the will – where your bequest is redirected to either a trust 
fund or straight to the next generation. If you redirect the money to a trust fund, you 
can be a trustee and a beneficiary, and it won’t be classed as a ‘gift with 
reservation’, which would spoil its IHT efficiency. By going down this route, you will 
have freed the money from a second tax hit on your death and created a family 
legacy, and you will still have access to it. 

A Deed of Variation must be completed within two years of the death date of the person 
leaving the bequest. There is probably information on the Internet about how to write one 
but it’s best to have professional guidance to ensure that your Deed and trust fund are 
legally robust. Your usual solicitor should be able to help or we can recommend one.

Sensible steps

As part of looking after your family and your own needs – now and in the future – 
it’s wise to legally appoint someone to act for you on health and welfare matters if 
you can’t do so yourself. Loss of mental capacity can happen to anyone, such as 
through a stroke, dementia or an accident. It may seem a long way off or unlikely, 
but setting up a Health & Welfare Lasting Power of Attorney (LPA) is equally if not 
more important than a Property & Finance LPA. Sensible planning also applies to 
wills and it’s wise to make sure that yours is up to date. 

LPAs and wills form a key part of estate planning so please contact us for an 
initial discussion. 

Neil Woodford

!
There has been a marked increase 
in investment scam calls, with 
the proposition sounding very 
attractive and the scammers highly 
convincing. The most common calls 
are from people claiming to be 
stockbrokers or portfolio managers, 
and offering investments with quick 
and high returns. To whet your 
appetite, they often say that you 
can’t invest just yet but they will 
contact you in due course. They 
then paint an even more seductive 
picture, priming you to be receptive 
to a follow-up call.  

If you receive an unsolicited call or 
communication offering investment 
opportunities, this is probably a 
scam. When an initial request for 
money is successful, it will likely be 
followed by more and increasingly 
aggressive requests. The individuals 
involved are often criminals and any 
money paid to them is unlikely to be 
returned or covered under 
compensation schemes. 

Another ruse is a call claiming to be 
from the police or your bank, 
instructing you to act quickly and 
withdraw cash, and saying that 
someone will come to your house to 
collect the money. A bank or the 
police would never do this, so don’t 
be fooled.

If you believe you have been the victim 
of fraud, contact Action Fraud on  
0300 123 2040.
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If you were widowed and are now remarried, and your late spouse’s 
estate did not claim all of the available nil rate band or residence nil rate 
band against IHT, then your estate can potentially benefit from the 
unused allowance.

Your nil rate band allowance is £325,000 and the residence nil rate band will 
be £175,000 from 6th April 2020 – a total of £500,000. So, between you and 
your current spouse, your estate could benefit from up to £1.5 million IHT 
free – or £2 million if your spouse was also widowed and has unused 
transferable allowances.

Planning ahead

Using nil rate bands to reduce IHT isn’t straightforward and the correct will 
and trust provisions need to be in place before the first of you and your current 
spouse dies. Although a Deed of Variation could enact these provisions 
retrospectively, it will be far easier for your heirs if they are taken care of now.

In order to qualify for RNRB, up to £175,000 of the value of your main 
property* needs to be passed to a direct descendent. Due to a quirk in the 
legislation, the typical discretionary trust in a will is not treated as a direct 
descendent therefore a property passed into it is not eligible for a tax 
exemption. However, a life interest trust (an immediate post death interest) 
does qualify. This type of trust allows a spouse to receive income from the 
assets during their lifetime, with the money going to the next generation after 
their death. 

For those of you with a big enough estate, a combination of a life interest trust 
and a discretionary trust in your will would be ideal. 

Vital reviews

Tax rules frequently change and 
the provisions of your will may no 
longer be valid or tax-efficient. 
Likewise, any changes you make 
now may need to be updated in 
the future, so a regular review of 
your will is essential. 

Using a solicitor to amend your 
will to include trusts and so on 
might seem quite expensive but 
the cost is minimal compared to 
the potential tax savings for your 
beneficiaries. Contact your 
regular solicitor or ask us to 
recommend someone.

If you would like advice on IHT planning, please get in touch with us.

*or a downsizing credit for a property sold after 15th April 2015 
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*pro rata tax paid on whole of estate of deceased
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and trust provisions need to be in place before the first of you and your current 
spouse dies. Although a Deed of Variation could enact these provisions 
retrospectively, it will be far easier for your heirs if they are taken care of now.

In order to qualify for RNRB, up to £175,000 of the value of your main 
property* needs to be passed to a direct descendent. Due to a quirk in the 
legislation, the typical discretionary trust in a will is not treated as a direct 
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A recent inheritance could mean a double IHT hit. We explain how to avoid it 
whilst still enjoying the benefits.

If you inherit money in a will and pay inheritance tax (IHT), you may think that the 
taxman has no further claims on it. This money, however, now forms part of your 
estate with its own potential IHT liability, which means that it could be taxed again. 
Gifting your inheritance to your children or to a trust fund could prevent this, 
however, there is a seven-year wait before the amount escapes your estate and you 
won’t be able to access it as the money is considered to be a ‘gift with reservation’.

Deed of Variation

The best way of avoiding double taxation is by creating a Deed of Variation – a 
retrospective change to the will – where your bequest is redirected to either a trust 
fund or straight to the next generation. If you redirect the money to a trust fund, you 
can be a trustee and a beneficiary, and it won’t be classed as a ‘gift with 
reservation’, which would spoil its IHT efficiency. By going down this route, you will 
have freed the money from a second tax hit on your death and created a family 
legacy, and you will still have access to it. 

A Deed of Variation must be completed within two years of the death date of the person 
leaving the bequest. There is probably information on the Internet about how to write one 
but it’s best to have professional guidance to ensure that your Deed and trust fund are 
legally robust. Your usual solicitor should be able to help or we can recommend one.

Sensible steps

As part of looking after your family and your own needs – now and in the future – 
it’s wise to legally appoint someone to act for you on health and welfare matters if 
you can’t do so yourself. Loss of mental capacity can happen to anyone, such as 
through a stroke, dementia or an accident. It may seem a long way off or unlikely, 
but setting up a Health & Welfare Lasting Power of Attorney (LPA) is equally if not 
more important than a Property & Finance LPA. Sensible planning also applies to 
wills and it’s wise to make sure that yours is up to date. 

LPAs and wills form a key part of estate planning so please contact us for an 
initial discussion. 
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*Portfolio Adviser Platinum Award - Boutique Cautious Portfolio 2019. Gold award - Boutique Aggressive 2017 

The Brexit conundrum
Brexit is a complex matter for the British Government and the British 

people to resolve, and it is too divisive a topic to get into. From a business 

perspective, however, the picture is clearer. Despite UK-based companies voicing 

concerns about their ability to continue trading in the medium to long term, the short-

term impact on the best ones will be limited as they will do what is necessary to overcome any 

headwinds. On the other hand, businesses that are poorly run, over-indebted or struggle to deal 

with difficulties may not be in a position to cope with Brexit disruptions.

Whilst there are valid arguments on both sides of the Brexit debate, there is little value in us taking one 

standpoint or the other. Instead, we are continuing to work diligently on selecting and monitoring fund 

managers with a sound and consistent process for seeking out the best potential returns.

When we invest our clients’ money, we make decisions founded on risk tolerance and our belief in the 

long-term growth prospects of the different asset classes that we put together. In conjunction, we opt for 

discerning fund managers who choose stronger, better managed and profitable companies that will thrive 

over the long term, and who are well placed to take advantage of poorly managed companies, with a view 

to growing their profitability and increasing market share. 

As a business, we have never made strategic or tactical asset allocation decisions for any of the different asset classes 

based on what we think the outcome of a potential geopolitical or economic event will be. Our focus is on the long term 

basis planning that we have always followed, and it is our refusal to get drawn into trying to second-guess the short-

term movements of the different asset classes and markets that has served our clients very well over time. You 

only need to look at our recent investment performance awards* to see how successfully our approach works. 

Whilst it would be nice to be able to predict the future, we have never found a fund manager or investment 

process that has been able to do so consistently and profit from it. In fact the more involved managers 

and portfolio constructers are in moving money across different markets and in employing 

complex strategies to reduce risk, the less successful they tend to be.

Brexit is a long and winding road, and it may or may not achieve the aims 

of those engaged in it. One thing is certain though – good 

businesses will continue to prosper whilst poor 

businesses will fall by the wayside.

Capital is at risk and the invested value can fall as well as rise – investors may get back less 
than they initially invested.



More qualifications 

•  Hannah Pulleyn, financial planner, has passed three more exams towards
the Diploma in Regulated Financial Planning.

•  Charlyn Kindermann, trainee financial planner, has passed another exam
towards the Certificate in Financial Services, with just one more to go.

•  Sarah Reynolds, senior financial planner, has passed two more exams
towards the Advanced Diploma in Financial Planning.

•  Alexander Anthon, trainee financial planner, has passed another exam
towards the Diploma in Regulated Financial Planning.

Promotions

Emma Bowden and Rachel Trafford have both been promoted and are now senior 
financial planning administrators.

New staff member

Anastasia Dmytruk has joined us as a financial planning administrator. She graduated 
last year with a BSc in Biomedical Science from Plymouth University, gaining the 
Highest Achiever award, and is due to have a paper published on BDNF regulation 
and mental cognition in Elsevier Science Direct journal. 
She is fluent in three languages.

New dog

Amy Woods has a new dog – a rescue Patterdale 
Terrier called Frank, pictured right.

And a wedding too

Last but not least, Tony Dunne and Penny married 
in May.

6 Oriel Court, Omega Park, Alton

Hampshire GU34 2YT

T: 01420 83517 F: 01420 86180

E: info@murdochasset.co.uk

W: www.murdochasset.co.uk

Murdoch Asset Management 
Limited is authorised and 
regulated by the Financial 
Conduct Authority

design: www.prhdesign.co.uk

Lightening the paper load 
Transact is now storing copies of all your documents on its secure online 
system, which means that you can choose to stop receiving paper versions 
from them. Your documents will be stored online indefinitely, you can access 
them any time and you can request an email 
notification when a new document is added. 

To opt out of Transact paper communications, 
log in at www.transact-online.co.uk, call us on 
01420 83517 or email info@murdochasset.co.uk.

Correspondence from us continues as usual, by 
post or via our online client portal. 

Another 
investment 
performance 
award
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Platinum award at the 2019 
Portfolio Adviser Wealth Manager 
Awards. This is the highest award 
and recognises our investment 
process and performance outcome, 
as well as our client relationship 
management. With all of our 
portfolios performing extremely 
well, our lower risk Cautious 
Portfolio was singled out for its 
excellence.


