
Are House Prices  

Too High? 

It’s a perennial ques�on and a tough one to 

address, let alone answer. Since our homes  

became commodi�es, even the younger gener-

a�on who now can’t get on the housing ladder 

but whose parents own their own home take 

some comfort from a relentless increase in 

house prices. The issue surely is sustainability; 

are current prices sustainable? We can talk all 

day about supply and demand but, sooner or 

later, sheer affordability will have its say. 

Here is an interes�ng tale: My parents bought a 

house in Usk in August 1976. My father paid 

£10,000 for the house at auc�on and was wor-

ried sick he had paid too much.  40 years to the 

month later, within a person’s working life, the 

house was bought for £330,000. The house has 

been greatly improved, as you might imagine, 

but the floor space is the same and there are no 

addi�onal rooms. 

 

 

The difference is that when my parents bought 

the house my mother wasn’t working and the 

mortgage was 2 x my father’s salary. I happen to 

know that, 40 years later, the new owners are 

also civil servants but this �me the mortgage is 

based on 3.5 x their joint income. In the interven-

ing 40 years, the house has increased in value 33 

fold. If this is repeated over the next 40 years, 

that par�cular 3 bed semi will be worth £11m. Do 

we think this is likely? 

The most sobering aspect of this nostalgic story is 

the absolute fact that the new owners will be out 

on their ears (too easy to be flippant) if Bank of 

England Base Rate rises by 3% to an ‘eye water-

ing’  3.25%, while you and I can remember rates 

at 15% within the last 25 years. The new owners 

know this and have their fingers in their ears, 

which sounds like a sound plan. I suggest we all 

do the same. 

And the answer? It’s a da@ ques�on!  
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Lawrence Miller & Co  
Lawrence Miller & Co advises on over £70m of  client assets.  We offer advice on a range of 

issues, as well as having excellent professional contacts,  

enabling us to provide an holis�c service to our hundreds of clients. 

 

In the work place we offer solu�ons to employers that remove liability,  

promote advice and demonstrate commitment to staff welfare. 

Our client proposi�ons try to be uncomplicated; our service is client focused, backed by     ex-

tremely commiFed and knowledgeable staff who truly understand the meaning and              

importance of great service.  
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The Genera�on Game 
 

Following on from the piece about house prices, we are increasingly being asked to advise on ways those over 65 

can make efficient and best provision for their children and grandchildren. It’s becoming abundantly clear that 

those who benefited from the polarisa�on of wealth over the last 40 years have to share that wealth if their     

off-spring are to enjoy anything like the same lifestyle and prosperity enjoyed over the last 40 years by more   

senior members of the family.  

 

Given that couples in their 20s are rou�nely taking on mortgages 3.5 x their joint income (and more..) with   

seemingly no regard for future affordability, the safety net offered by parents and grandparents, we think, will be   

crucial. It’s simply a mathema�cal fact, not opinion, that 100s of 1,000s of people will find mortgages                

unaffordable if interest rates go up by even 3% over the next 5 years, unless the family safety net is in place, high 

enough and a holis�c view is taken with regard to the family’s finances. As ever, a measured approach is best, 

striking a balance between, for example,  short-term issues such as student debt, medium term issues such as a 

deposit for a house and longer term issues such as pension contribu�on for 20 somethings who simply can’t 

afford to make the contribu�ons for themselves.    

 

The BBC published figures last week es�ma�ng what it costs to re�re on the equivalent of £20,000 per annum, 

quo�ng £250 per month as a star�ng figure for those in their 20s, £450 for those in their mid 30s, rising to £850 

per month if you are star�ng your planning in your mid 40s. Try sugges�ng to a 25 year old member of your fami-

ly that they save £250 per month for 40 years and see what response you get! I am sure they will be very polite in 

sugges�ng that it’s out of the ques�on..  Which is all very well but that doesn’t answer the ques�on: What ARE 

they going to live on? With the demise generally of properly funded work place pensions, offering certainty and 

peace of mind, the amount being saved by the popula�on as a whole, par�cularly those under 40, is at alarmingly 

low levels and s�ll falling.  

 

The issue is of course not that simple as, due to increased life expectancy and the cost of growing old with        

dignity, most 65 year olds feel they need their wealth to perhaps fund for their own care, long-term income over 

perhaps a further 30 years or more and to con�nue to help their family in the short term. It’s a tricky conundrum 

and one that is best served by good communica�on within the family, a holis�c approach to the issues,  realis�c 

expecta�ons and an awareness of planning op�ons. If you want to know more, call Paul Thomas direct on 01633 

486975.     

 

I thought beFer of ending with a Bruce Forsyth joke.  

 

STOP PRESS: Check out the 2017 Tory General Elec�on manifesto for latest thinking on the issue of caring for the 

elderly. Whatever your opinion, it is perhaps THE issue of our �me because it impacts on people at a �me in their 

lives when they are at their most vulnerable. Planning is therefore essen�al and not op�onal. 
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Growth Well Above Infla�on, Consistency and Low Vola�lity 
 

Interest rates have been at or below 0.5% for over 8 years. In the recent past, this hasn't been too much of an issue       

because infla�on was at similarly low levels. However, that liFle crumb of comfort has now gone. With infla�on rising very 

quickly and due to rise s�ll further to perhaps 3%, money of course now has to grow by at least the same amount per   

annum. Any sa�sfac�on gained from absolute capital security and an interest rate of 0.25% is now totally illusory as the 

buying power of your money with infla�on at 3% is falling by 2.75%, assuming your 0.25% is tax free. The alterna�ve is a 

measured and controlled exposure to some risk. In return, the following rates of investment growth are possible and have 

been achieved by many of our clients over the last over the last 5 years: 

 

Lawrence Miller & JM Finn—Managed Por(olios    

 

3.   48.52% Cautious Managed   

4.   53.56% Balanced  

5.   58.51% Balanced Managed 

6.   64.76% Adventurous 

7.   70.12% Very Adventurous 

8.   76.90% Very Adventurous— designed to receive regular contributions 

9.   22.71% Balanced Income* 

10.   37.87% Equity Income* 
 

Figures relate to simple growth, before costs, between 1st January 2013 and 31st March 2017.  

*Funds 9 and 10 were launched in January 2014  

 

Our rela�onship with JM Finn has been very successful, with nearly £10m of our clients’ assets under management. 

The outcome we hoped for in using discre�onary fund management, quarterly automated rebalancing while keeping costs 

under control has been achieved. Of course, every quarter brings another and different set of results and we won’t sit on 

our laurels in seeking to ensure the s�cky path out of the EU is managed as well as possible. Every asset class seems to be 

under pressure, with cash offering the only absolute certainty, that of financial loss. 

 

We have covered in previous issues of The Scep�c our rela�onship with JM Finn and the benefits of cost efficient discre-

�onary fund management. If past edi�ons are not readily available (s�ll behind the clock on the mantle-piece, I am sure) 

and you wish to refresh you memory you can do so at our website.       

 

The small print: The value of investments listed above will rise as well as fall, particularly in the short term, such that you may not get back what you invested. 

You should take very specific advice if investing for less than 5 years. 

Member 2017  

Lakeside Court 
Our development of Lakeside Court con�nues apace.  

The first phase was completed 3 years ago, the second 2 years ago and  

the third phase is planned for this year, crea�ng an addi�onal 8 serviced    

offices available from 1st October this year— 20 in total.   

For more informa�on please go to: lakesidecourt.co.uk 
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Investment Condi�ons 

Whether you voted last June to receive an extra £350m per week, specifically for the NHS, or whether you voted for an 

addi�onal £50 billion black hole in our finances a@er 10 years of austerity, not to men�on a physical border between     

Northern Ireland and the EU (…only teasing….), the outcome for investors and those reliant on investment markets for 

long term financial wellbeing is a level of uncertainty last experienced when the banks went bust.    

While it’s true that there are two types of investors: those that don’t know and those that don’t know they don’t know, 

uncertainty is the scourge of the investment industry. A huge earthquake in Silicon Valley may well wipe squillions off the 

value of key shares overnight but, within a week or so, we would know the extent of the damage and understand the 

nature of the disaster that confronts us; while we collect the bodies, shares in cement companies would rise. Right now, 

we don’t know what the future holds and we, on both sides of the Atlan�c, posi�vely voted to be in such a situa�on.  

Personally, I am quite sanguine about the whole silly business. It’s democracy at work; no-one imposed anything on any-

one so, let’s relax and see where the ride takes us – it’s bound to be interes�ng, you can’t deny that. And if all else fails, 

we can help build the wall, folks! 

The issues in the short term seem to be that infla�on is on the march, Brexit may hasten a correc�on in property prices, 

added to the fact that interest rates can go in only one direc�on and equity markets seem to be driven by froth and    

exchange rates, rather than fundamentals. It’s a poten�ally toxic combina�on, par�cularly for cau�ous investors. The     

answer for very cau�ous souls, we think, lies in using big companies with the ability to offer meaningful guarantees and   

considerable financial muscle. The likes of Pruden�al made few errors in the banking crisis and property boom, leaving it 

well placed to offer peace of mind to those seeking a port during what might be a considerable and prolonged storm. The 

Man from The Pru has long since stopped calling at your home every 4 weeks to collect a few quid and the smile isn’t 

quite as cheesy, but the ability of such companies to offer peace of mind has only increases as the years go by. Peace of 

mind? Now, there’s an interes�ng idea… just me being nostalgic, again. 

Get involved... 

Our newsletters aren’t perhaps the kind of slick brochure you will usually find in the glamourous world of 

financial services. However, they are written by us (can’t you tell?), as opposed to being bought ‘off the 

peg’, and  designed to prompt debate and feedback. So if you want to comment or require more infor-

mation on any topic or want a subject covered in future editions, please feel free using:  

feedback@lawrencemiller.co.uk 
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Team News 

Sadly, Beth has moved on to pastures old. Not good—we miss her! However, Paul Thomas has 

joined us on a full �me basis. Paul has worked in the past with…..  
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