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FROM THE TOP

As we reflect on a fantastic year,
there was certainly a lot of change
within deVere Group itself and in the
global economies, all of which will
undeniably shape the future for many
years to come.

Note from the CEO

With tensions between North
Korea and Trump continuing to
heat up, Asian markets have been
experiencing a lot of pressure
recently. Meanwhile, following
months of stalemate and delay, an
agreement on phase one of Brexit
negotiations was finally reached
between the UK and EU, allowing for
trade talks and a transition period to
be discussed in phase two. Although,
it now looks increasingly likely that
the UK will revert to WTO rules, as
PM Theresa May faces scrutiny after
announcing she is willing to pay up
to £50 billion on a divorce bill. As the
chaos in Catalan subsided for a while,
there could be further volatility after
pro-Catalan independence parties fell
short of a majority in the December
election. It’s important for investors
not to react in the immediate
aftermath but to ensure their portfolio
is diversified to safeguard against any
potential decline in the euro.
Following the release of the
Paradise Papers in October, offshore
financial services have once again
come under attack without legal
justification. They provide a taxefficient and sought-after solution for
internationally-mobile and high-networth individuals who are looking
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to centralise their funds. The vast
majority of international financial
centres are now transparent and
appropriately regulated, providing a
legitimate and beneficial cog in the
global economy.
2017 will also be remembered as
the year in which cryptocurrency
exploded onto the scene, taking the
world by storm. In 2018, governments
and corporations can either decide to
jump on board this crypto-revolution
or risk being left behind. One thing
looks certain, spearheaded by Bitcoin,
the popularity of virtual currency
looks set to continue regardless of
South Korea’s attempts to limit its
expansion.
In other news, I have re-ignited the
Campaign to Repeal FATCA with my
co-leader Jim Jatras. In November, we
wrote to the U.S. Treasury Secretary
to demand the Trump administration
scraps the Foreign Account Tax
Compliance Act (FATCA) which has
been wreaking havoc across the world
for U.S. citizens. This fatally flawed and
dangerous personal data reporting
law needs to be revoked, and so I urge
you to support our campaign at this
critical moment.
Our multi-currency digital wallet and
Prepaid Mastercard®, deVere Vault,
continues to expand at exceptional
pace, with a number of new features
ready to launch in the new year. You
can now create a virtual account in
up to five different currencies, and

can send and exchange in a further
22 currencies - meaning we really are
global. With free Vault2Vault transfers,
you can instantly send money to
friends and family wherever they are
in the world whilst eliminating hidden
banking fees. Whether you’re an expat
living overseas, planning your next
vacation or travelling the world with
work, Vault really is a must have. Our
latest updates also feature a new
Companion feature, in which users
can now add their friends and family
under one main account!
As always, there have been a number
of new ventures within the company.
Our recently launched property
division offers a complete end-to-end
service for investors located around
the world who are looking to acquire
their dream buy-to-let property. In
order to simplify property investment
for our clients, our Elite Property
Service really does take care of
everything, putting your mind at ease
whilst maximising returns.
We have also introduced our bespoke
execution-only, low-cost Investment
app that allows you to seamlessly
purchase Structured Notes, ETFs and
Mutual Funds. By capitalising on
the benefits of this investment app,
deVere aims to help more people
make their savings work for them,
enabling them to successfully achieve
their long-term financial objectives.

changing the future of the financial
world, China’s One Belt One Road
Initiative and whether it will reshape
global trade, and the latest scandal
to hit the film industry which could
affect its financial power. We will also
cover the NAFTA renegotiation talks
and its implications on both Mexico
and Canada, as well as globally.
International Investment Strategist,
Tom Elliott, will also explain how
better than expected growth in
China has been powering the global
economy, and Mitch Young of deVere
Tax Consultancy will discuss the main
points from the UK’s Autumn Budget.
As we go full steam ahead into
another year within the financial
services industry, I would like
to thank all our clients for their
continued support and loyalty. As
a company, we are always striving
to grow and develop our range of
products, exploring all possible
avenues to ensure we maintain our
position at the forefront of the sector.
I am looking forward to the new
adventures and challenges that the
new year will bring with it.
Wishing you all a prosperous and
exciting 2018.

Nigel Green

Chief Executive Officer
deVere Group

In this edition of Investor Insight, we
look at how blockchain technology is
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ECONOMY

Will China’s

One Belt One Road
		Initiative reshape

						global trade?
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Launched in 2013 by China’s paramount leader Xi Jinping, One Belt One Road
(OBOR) focuses on boosting trade and stimulating growth by building massive
amounts of infrastructure to connect countries around the globe. Beijing believes
it will kick start “a new era of globalisation,” but questions remain over just who will
benefit from the $900bn project.
Investor Insight // Q4 - 2017
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What is OBOR?

Why China launched OBOR

Who Benefits?

The ‘One Belt’ part of it refers to the
Silk Road Economic Belt while the
‘One Road’ refers to the 21st century
Maritime Silk Road. Together, they’re
meant to be a revival of the ancient
Silk Road trading routes. The Silk
Road Economic Belt is envisioned as
three routes connecting China and
Europe through Central Asia, the
Persian Gulf and the Mediterranean
via West Asia, and the Indian Ocean
through South Asia. The 21st Century
Maritime Silk Road is strategically
planned to create networks among
regional waterways. The OBOR
initiative will seek to finance
major infrastructure projects, from
highways and railroads, to pipelines
and LNG terminals. Overall, the
scheme encompasses a total of
65 countries, 4.4 billion people or
around 70% of the global population,
and nearly 55% of the world GDP.

China weathered the 2008/09
financial crisis better than most
other countries, exiting with GDP
growth above 9%, low inflation and a
stable economic position. However,
growth has trended 2.6 percentage
points downward annually since
2011, before reaching 6.9% in 2017,
its lowest in 25 years. Elsewhere,
the global downturn and the
subsequent slowdown in demand
severely affected the external sector
and the current account surplus
has continued to diminish since
the financial crisis, as world trade
expands much slower than income
growth. Consequently, the People’s
Republic of China (PRC) laid out a
number of domestic and external
reforms in order to kickstart both its
own and the global economy.

In theory, One Belt One Road could
be the world’s largest platform for
collaboration. If it materialises, OBOR
has the ability to revive GDP and
trade growth in the PRC. Similarly,
other OBOR countries involved in
the initiative could also benefit. So
far, more than 60 countries, with a
combined GDP of $21 trillion, have
expressed interest in participating
in the OBOR infrastructure action
plan. This will allow them to have
greater access to PRC oversea direct
investment for developing the
necessary infrastructure.

Locally, it enforced dozens (if not
hundreds) of reforms to stateowned enterprises, taxation, land
registration, household registration,
financial restrictions, and opened
services to boost rivalry between
competitors. These reforms aim
to limit wasteful investment while
increasing innovation, productivity
growth, services and consumption.
Externally, it unveiled the OBOR
initiative which is arguably its most
ambitious economic and diplomatic
program since the founding of the
People’s Republic of China itself.

8

Investor Insight // Q4 - 2017

Through the programme, China
hopes to achieve a combined annual
trade worth $2.5 trillion from the
countries located along the OBOR
corridor within the next 10 years.
According to research carried out
by McKinsey & Co., the undertaking
has the potential to boost a region
that will contribute 80% of global
economic growth and catapult 3
billion more people into the middle
class by 2050.

ECONOMY

Belgium

Poland

France
Italy
Greece

Russia

Ukraine
Turkey

Uzbekistan

Iran

Kazakhstan
Kyrgyzstan

China

Pakistan

21st Century Maritime Silk Road
Silk Road Economic Belt

Vietnam
Kenya

Sri Lanka

Malaysia
Indonesia

How the scheme
affects the US & Russia
While China labels the initiative as
a move toward global economic
cooperation, its expansive reach
has set off alarm bells for the United
States, which has been keeping an
eye on China’s growing influence for
some time now. The strategy not only
enhances China’s economic standing,
it also challenges trade agreements
that have excluded China, such
as the Trans-Pacific Partnership,
which US President Donald Trump
withdrew from after just 3 days
in office. In addition, neither the
United States nor its primary Asian
ally, Japan, are part of the China-led
Asian Infrastructure Investment Bank
(AIIB) - a new multilateral financial
institution founded to bring countries
together to address the daunting
infrastructure requirements across
Asia – and additionally, neither of
their heads of state attended the
OBOR summit in May 2017.
Meanwhile, for Russia, the Silk Road
scheme is poised to further improve
diplomatic relations between the
PRC and the Russian Federation, as
it brings the two countries closer
together through joint investments
and projects. Much of the scheme
also relies on Russian cooperation
and involvement, which given its
strong historical influence in Central
Asia, and has been perceived to be
economically symbiotic.

How risky is it?

Will it be a Success?

To date, the PRC has allotted
$40billion for its Silk Road fund and
$100 billion for the newly established
AIIB, while the China Development
Bank has promised to invest $890
billion for the OBOR initiative.

The countries that OBOR
encompasses have high growth
and high growth potential, but
often what holds them back from
achieving that potential is a lack of
infrastructure. While the risks may be
high, if successful, the investments
could have long-term benefits for
China, which in the meantime, could
help utilise China’s excess industrial
capacity and expand the use of
the yuan overseas. As productivity
across all countries increases, this
would generate the kind of economic
growth that would be necessary to
repay any debts.

As the level of state-backed funding
increases, this has raised concerns
over just how safe of a gamble it is,
whilst also considering the level of
risk associated with OBOR. Loans
are being extended to governments
in unstable countries to fund risky
infrastructure projects. If the projects
were launched by private firms there
would undoubtedly be less to worry
about, as bearing the consequences
is inevitable. But in this scenario,
we are witnessing government-togovernment lending and, ultimately,
intergovernmental relations.
Research by the Institute for
International Finance, shows that
China's debt GDP ratio exceeded
300% in June, which was before the
extension of further loans. A risk to
China's banking system is, ultimately,
a risk to the global banking system,
and there is a very real risk that this
could become a source of funding
that gets poorly deployed. Whilst it’s
meant to contribute to greater trade
and greater economic collaboration,
it may be wasted on projects that
really should never have been funded
in the first place.

The ambition is, without a doubt,
enormous, and the sums of money
are equally enormous. In summary,
the success of the OBOR initiative will
depend on two parts. The first will be
that the funds are indeed available
and that governments are willing to
deploy them. And the second is that
the money will be utilised wisely.
With the project expected to be
finalised in 2050 in time for the 100th
anniversary of the establishment of
the PRC, the progress of OBOR is now
just a waiting game.

Investor Insight // Q4 - 2017

9

PROPERTY

Finding
the Value

You make your money
when you buy,
not when you sell

A statement that is true in any investment, but perhaps most synonymous
with property investors. The failure in chasing quick wins to maximise returns in
overheated markets has prompted the necessity for extensive research and care when
making investment decisions. The intelligent investors look for value and locations where the
foundations are in position to support sustainable growth in the future.
However, timing is key when getting ahead of the curve.
Upon the fall out of the global
financial crisis, two major shifts
happened in the UK. Firstly, sterling
depreciated almost 20% across the
board (GBP/USD dropped from over
2.00 to a low of 1.36 in less than a
year). In turn, this had a devastating
effect on house prices as we saw a
16% fall, with London seeing the
brunt of the depreciation. Overseas
investors recognised the opportunity,
took full advantage and have been
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rubbing their hands whilst London
house prices rebounded faster than
any other asset class.
Fast forward 8 years and Brexit
has offered overseas investors the
same currency window, and they
have once again obliged. Research
from property investment analyst
JLL indicates that Asian investors
accounted for 28% of all transactions
in the UK property market in 2016.

Although house prices in London
are not increasing at the same
magnitude we witnessed post
financial crisis, we’re noticing a
‘levelling off’ period rather than a
decline. With the average house price
in London now £200,000 above the
UK average, investors are beginning
to look elsewhere to find the value
they had found in post GFC London.
They’re heading North.

PROPERTY

The Northern Powerhouse

Manchester

Liverpool

Property investors are not the only
ones that have been talking about
the opportunity emerging in the
UK’s regional cities. In 2014, former
Chancellor George Osbourne,
rebranded the North as the Northern
Powerhouse. This was a pledge by
the government to invest billions in
regeneration to regions in the North
of England. The idea behind the
vision was to create an economic hub
that would hold its own alongside
the rest of the world’s best. The
result being that the UK did not just
have to rely on the economic output
of London to drive the economy.
The cities include Manchester,
Liverpool, Sheffield, Hull, Leeds and
West Yorkshire. In total, it’s home
to just under 15 million people.
Compare that to London and its
population of 9 million and you
begin to understand that once the
government achieves its target of
better connectivity and infrastructure
throughout these key northern cities,
it will become a serious rival to its
southern counterparts. A cocktail
of attractive rental yields, booming
rental demand and house prices that
are still below their 2007 peak, has
meant the Northern Powerhouse is
also providing a fantastic opportunity
for property investors, both local and
foreign.

Quite aptly named ‘The London of
the North’, Manchester is the flagship
city of the Northern Powerhouse.
With the highest amount of
regeneration and the largest
economy outside of the capital, it
should come as no surprise that
Manchester has been consistently
topping the Hometrack house price
growth index for the past 3 years.

While Manchester has a larger
economy, Liverpool is growing
at a much faster pace, and their
housing market is beginning to
follow suit due to the Northern
Powerhouse effect. Liverpool is
yet to experience the heights that
Manchester has, so it’s wrong to
compare the two cities despite
their close proximity. Simply the
growth volume alone that’s forecast
in Liverpool over the coming years
makes it one of the most exciting
areas in the UK. This combined with
the inherent undersupply makes
property investment in Liverpool an
outstanding value proposition for
investors.

An £800 million upgrade has
meant that Manchester Airport is
now the third largest airport in the
UK. An upgrade funded largely by
the Beijing Construction Engineering
Group, the airport now offers
direct flights to Hong Kong, Beijing
and Shanghai, which in turn has
prompted a significant increase
of 28% from Asian investors into
Manchester’s housing market.
With five universities, Manchester
has always had a thriving student
population. As more businesses are
choosing to cut costs by relocating
out of London, Manchester’s
graduates are deciding to stay in
the city that has been their home
during their time in higher education.
As a result, Manchester has the
highest proportion of 25 - 29 year
olds than any of the UK’s other
major regional cities. Consequently,
with such high demand for rental
properties, the boom has meant
that Manchester’s housing supply is
struggling to keep up.

Always renowned for having a strong
workforce, Liverpool is also benefiting
from a movement of businesses
out of London - most notably in the
wealth management sector. With the
UK’s largest financial services centre
now outside London, handling over
GBP13 billion in assets, there is an
increasing amount of jobs being
created year on year. As such, one
of the main driving forces of the
Liverpool property market is the
65,000-student population with six
out of ten graduates now choosing to
stay and find employment in the city.
For property investors, the result is a
young professional workforce that is
growing both this city’s population
and house prices.
Bring the UK’s other key northern
regions such as Leeds, Sheffield
and Hull in to the mix and you can
begin to understand that there is still
significant value to be found in the
UK’s residential property market - if
you look in the right places.
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ASK NIGEL

Ask Nigel...
I am moving to Belgium soon and have an Isle of Man lump sum
life policy. Are you able to offer any guidance on how it is likely
to be taxed?
My understanding is, that once
resident in Belgium, you should
declare the plan on your annual tax
return as overseas insurance. It is not
totally clear but we do have clients
that we have arranged withdrawals
for, that have non-Belgium plans,
and they have not been taxed on
the withdrawals. This is likely to be
the case because Belgium applies
a premium tax at inception and the
policyholder would have been non-

Belgium resident at this time.
As the Isle of Man life company is
unlikely to have a licence to operate
in Belgium, it’s not possible to top-up
the plan. Whilst you can retain it, any
fund changes within the plan must
comply with Belgium rules.

Due to recent press reports about the Paradise Papers and overseas jurisdictions, namely ‘tax havens’,
that are being used for money laundering purposes, please can you help explain what tax avoidance
and tax evasion is?
From Panama Papers in 2016 to the
latest Appleby leak known as the
Paradise Papers, I think the UK press
has blown the whole subject of what
is legitimate tax avoidance out of all
proportion. In my view, there is a big
difference between tax avoidance
and tax evasion.
Tax evasion is knowingly not paying
tax by hiding or concealing assets, i.e.
deliberately not declaring assets on
which tax is due - which is illegal. Tax
avoidance on the other hand, seeks
to minimise the tax payable by legal
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means through professional financial
and tax planning.
The precedent for legal tax avoidance
comes from an old court case in 1936
(the Duke of Westminster case) where
Lord Tomlin, the judge, stated, “every
man is entitled, if he can, to arrange
his tax affairs in a way that is less than
it would otherwise be”.
Arranging one’s tax via exemptions
is legal. For example, using personal
allowances for income tax or
capital gains tax, or even using an

ISA for maximising one’s pension
contributions in the UK, is legitimate
tax planning. I think the key is being
sensible and not overly aggressive. By
not using a series of events or linked
transactions, this will help you avoid a
tax investigation.

ASK NIGEL

I ‘m a UK national living overseas, looking to top up my retirement funds. My Financial Adviser has
been talking to me about a QNUPS pension, can you please help explain what it is?
QNUPS (Qualifying Non-UK Pension
Schemes) were created in the
inheritance tax regulations of 2010 by
the UK Government to fix a problem
with overseas pensions schemes. In
simple terms it is a pension scheme
written overseas. QNUPS is an
attractive option for those individuals
who have contributed as much as
they can to a UK pension (up to the
Lifetime Allowance). Alternatively,
they also appeal to expats who may
be on their second marriage, and

have children from both marriages,
who want to plan for retirement but
also ensure that on death all children
benefit from the retirement fund.
Contributions do not have to come
from employment earnings but any
contributions made to a QNUPS must
be reasonable to an individual’s net
worth and cannot be done merely to
avoid UK inheritance tax. However,
if the contributions are reasonable,
upon death, the QNUPS fund should

be free from UK inheritance tax
providing the fund is held by a UK
national.
It is also important to review where
an individual will retire, as benefits
taken are normally subject to
income tax as the payments are
pension income, but it may well
be that foreign income tax is quite
favourable.

I have a lump sum to invest and will be looking to move overseas
for retirement, most probably Sweden. Can you please advise
the type of Lump Sum investment I should be considering from
a tax perspective?
I think you potentially have two
options, but we would need to
conduct a full financial review to
obtain your details, needs and
objectives. If you were to invest in
funds directly, then it is likely as a
Swedish resident that any profits
made would be treated as investment
income and taxed at 25/30%.
An alternative to consider is a
Portfolio Bond written within the
EU, specifically designed for Swedish
residents, which aims to help grow

and preserve wealth. It is not taxed
on death and, more importantly, is
not taxed on surrender or maturity.
Any profits made during the period
held are likely to be subject to an
annual net yield tax. This is based on
the surrender value each year which
is 30% of the Swedish Government
base rate. At the moment, the rate is
about 1% p.a. which means an annual
yield tax of around 0.3% of the value
of the policy each year.

Investor Insight // Q4 - 2017

13

ECONOMY

deVere Tax Consultancy

UK Budget Briefing
Autumn 2017
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Our head of deVere Tax Consultancy Mitch Young
summarises the main highlights from the Chancellors
Autumn Budget held in November 2017.
National Living Wage
& National Minimum Wage

National Insurance
Contributions

The national living wage will be
increased from £7.50 to £7.83 per
hour from April 2018, for those
aged 25 and over.

The implementation of the
proposed reforms to the national
insurance contributions (NICs)
system, to include the abolition
of class 2 NICs, will be delayed by
a year and will now take effect
from April 2019.

The national minimum wage
rates will also increase as follows:
Age / Status

NMW

(per hour)

Apprentices

£3.70

16 - 17 year olds

£4.20

18 - 20 year olds

£5.90

21 - 24 year olds

£7.38

As previously announced, the
proposal to increase class 4 NICs
from 9% to 10% in April 2018,
and then to a further 11% in
2019, will no longer proceed.

Personal Allowance
The tax-free personal allowance
will increase from £11,500 to
£11,850 from 6 April 2018.

Capital Gains Tax
The capital gains tax (CGT)
annual allowance will increase
from £11,300 to £11,700 for
individuals, and from £5,650
to £5,850 for most trustees of
a settlement from 6 April 2018.
The government’s intention to
introduce a 30-day payment
window for CGT payments due
on the disposal of residential
property will be deferred until
April 2020. With effect from 22
November 2017, the transitional
provision - which excluded sums
of carried interest arising after 8
July 2015 and in connection with
the disposal of a partnership will be removed irrespective of
any connection with disposals
made prior to 22 October 2015.
This means asset managers will
pay CGT on their full economic
gain.

Higher Rate Threshold
The basic rate threshold will
increase from £33,500 to £34,500
as of 6 April 2018. This means
that for most people, the higher
rate threshold will increase to
£46,350. Different thresholds
may apply in Scotland.

Marriage Allowance
Legislation will be introduced
in the upcoming finance bill
which will enable individuals
whose spouse or civil partner
is deceased to make a claim for
the allowance. Provided the
entitlement conditions are met,
the claim can be backdated for
up to 4 years.
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Savings & Pensions

Venture Capital Schemes

The 0% starting rate for savings
will be maintained at the current
level of £5,000 for 2018/19. The
annual subscription limit for an
individual savings account (ISA)
remains unchanged at £20,000
for the 2018/19 tax year. The
annual subscription limit for
junior ISAs and child trust funds
will increase from £4,128 to
£4,260 from 6 April 2018.
The pension lifetime allowance
will increase to £1.03 million for
the 2018/19 tax year.

An increase to the annual amount an individual can invest under the
enterprise investment scheme (EIS) in knowledge-intensive companies
will take effect from 6 April 2018. Provided that anything above £1m is
invested in knowledge-intensive companies, an individual can invest up
to £2m in total. A knowledge-intensive company is regarded as a smaller
innovative company carrying out research and development and other
activities to develop intellectual property for its own trading purposes. A
new ‘risk to capital condition’ will be introduced for investments made on
or after 6 April 2018 when deciding whether an investment qualifies for tax
relief using the EIS, seed enterprise investment scheme (SEIS) and venture
capital trusts (VCTs). The condition has 2 elements. First, the company
should have entrepreneurial objectives to grow and develop. Second, there
should be a significant risk of a loss of capital to the investor greater than
the net return. The net return is considered to be income or capital growth
and any income tax relief.

Gift Aid Donor Benefits
The current mix of monetary
and percentage thresholds that
determine the value of benefit a
charity can give to donors will be
changing as of 6 April 2019. The
new thresholds will be as follows:
• The benefit threshold for the
first £100 of the donation will
remain at 25% of the amount of
the donation.
• Charities will be able to offer
an additional benefit of up to
5% on donations on the
amount in excess of £100. The
total value of benefit a donor
can receive from the charity will
remain at £2,500.

Mileage Rates For
Landlords
Landlords running
unincorporated property
businesses made up of only
individuals will be able to use
mileage rates to calculate a
deduction for motoring expenses
from 6 April 2017. Before,
landlords could technically only
claim a deduction for actual
motoring expenses incurred and
capital allowances for the cost of
the vehicle.

16

Investor Insight // Q4 - 2017

Venture Capital Trusts

Termination Payments

A measure is announced that
seeks to limit the scope of
an anti-abuse rule relating to
share buybacks by VCTs. The
rule restricts income tax relief
for investors who sell shares in
a VCT and subscribe for new
shares in the same or another
VCT within a 6-month period,
where those VCTs merge. This
rule will no longer apply if those
VCTs merge more than 2 years
after the subscription, or do so
only for commercial reasons. The
change will have effect for VCT
subscriptions made on or after 6
April 2014.

Individuals who have their
employment contract
terminated on or after 6 April
2018 will no longer be able
to claim foreign service relief
if they are a UK resident in
the tax year of termination.
The statutory residency test
will be used to determine an
employee’s residency status, and
the existing £30,000 income tax
exemption will continue to be
available where applicable. The
withdrawal of the foreign service
exemption will not apply to
seafarers.

• Lifetime allowance limit £1.03m
• Annual allowance limit £40,000
• Money purchase annual
allowance £4,000 Individuals
£3,600 or 100% of net relevant
earnings to £40,000* Employers
£40,000
• less employee contributions
Minimum age for accessing
benefits 55 On cumulative
benefits exceeding £1.03md

Qualifying Care Relief
A carer previously excluded
from the qualifying care relief
scheme because the person
they look after self-funded their
care will be entitled to use the
simplification scheme from
2017/18 onwards, instead of
only being entitled to claim for
expenses they actually incur.
The person funding the care
will be required to pay the carer
through an approved shared
lives scheme.

ECONOMY

deVere Tax Consultancy
As an integral part of deVere
Group, one of the world’s
largest financial advisory
organisations, deVere
Tax Consultancy provides
existing clients and the wider
expatriate population with
personalised tax advice and
compliance services, wherever
they choose to live in the
world.
We offer a unique clientcentred service, taking into
account their individual,
and sometimes complex
circumstances.
We assist clients in bringing
their tax filing obligations
up-to-date to ensure they are
compliant with the law.
We have specialist skills in
international, cross-border
taxation for taxpayer’s residing
in the UK. Offering expert
advice on everything from tax
residency and international tax
planning to capital gains tax
and domicile status.
For further information please
contact:

mitch@dvtfc.com
+44 20 3841 7012
Investor Insight // Q4 - 2017
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		 Investors
		 Chinese
Economic Policy
Tom Elliott argues that the Chinese government is right to want to increase
consumption as a share of demand in the economy, and to reduce the amount
of debt in the economy. But these necessary policies contain significant risks that
investors - in all stock markets - need to be aware of.

18

Investor Insight // Q4 - 2017

ECONOMY

Anecdotes of the impact of China’s strong economic
growth on the global economy are everywhere. One
example is from Harrods department store in London,
which recently reported that mainland Chinese now
account for more revenue than British customers.

China’s wealth is highly concentrated geographically,
along the coastline and in big urban areas. It is also held
in relatively few hands, with China’s Gini coefficient - a
measure of income distribution - at 0.46, higher than the
US at 0.45 and the UK at 0.32.

China is the largest single user of many commodities,
making global raw material prices highly sensitive to any
changes in Chinese demand.

The government is conscious of the problems caused
by inequality, and is trying to spread growth into the
relatively underdeveloped west and increase wages across
the board in order to encourage household consumption
and a more sustainable growth model.

But although it is the world’s second largest economy, it is
still a poor country with GDP per capita at around $8,000.
Somewhat short of the $14,000 mark generally considered
to signify a middle-income country.
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Becoming old before
it becomes rich?
The country is in a race against
time. All western economies have
a demographic problem relating to
aging baby boomers, but China’s
demographic problem is more
extreme due to the legacy of the one
child policy.
Its population is aging more rapidly
than in Europe and North America,
and the workforce has already begun
to shrink in absolute numbers of
workers. Unlike Japan, which is the
western economy closest to China
in terms of its demographic profile,
China has a poor record of adding
value to goods and of improving
worker productivity. Its growth in
recent decades has come from taking
underemployed workers off the land
and giving them full-time jobs, not
from improving worker output.
As many economists point out, China
risks ‘becoming old before it becomes
rich’.
To this end, the government has
embarked on a two-prong economic
strategy. This involves creating a
sustainable economic model that
is based on rising productivity
growth of existing workers. It also
involves increasing state control over
companies and the broader economy,
in order to ensure economic and
social stability.
President Xi Jinping has spoken of
his desire to change China into an
innovation-driven and high valueadded economy in the coming
years, as he aims for ‘a moderately
prosperous’ society by 2020 and ‘a
great modern socialist country’ by
2050.
The much-touted Belt and Road
initiative reflects the second prong,
being a mercantilist policy by which
trade routes and markets are assured
through political means as much as
through the ‘hidden hand’ of market
economics.
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Near-term problems
In the near term, Beijing needs to
continue pushing for a different
composition of GDP growth, that
favours consumption over capital
projects and exports. Consumption
is currently around 30% of GDP,
compared to around two thirds of all
spending in the US. Encouraging its
growth has two key advantages for
China.
As consumption creates demand for
retail and factory employment, this in
turn leads to wage distribution, which
is then used to buy consumer goods.
Unlike infrastructure projects, such
as bridge building and constructing
steel mills etc, this is self-sustaining
approach.
Consequently, this means allowing
loss-making, capital-intensive
industries to shrink and investment
going into the service sectors. One
tool being used is mandatory pay
increases in regions where labour is
in short supply (along the coast). This
forces closure or relocation in the
west where wages are cheaper, and
so helping spread growth across the
country.
Second, the Chinese economy is
over-dependent on debt, at the
household, corporate and municipal
level.
Total non-financial debt (i.e.,
excluding inter-bank lending etc) was
equivalent to 260% in 2016 according
to the IMF. This is double what it was
five years ago. Economists tend to
be nervous over debt sustainability,
which is the ability of an economy to
grow its way out of debt, when nonfinancial debt reaches around 100%
of GDP. China passed that hurdle in
the late 1990s.
Reducing debt in the Chinese
economy, while re-orientating
the economy without causing a
credit crunch and a sharp rise in
unemployment, will be difficult and
risks a decline in growth and social
unrest.

So far, the authorities have not held
firm on the debt problem, tending
instead to relax bank lending
conditions, and increase liquidity,
whenever there is a stutter in the
economy. The longer it takes to burst
the debt bubble, the greater the
damage will be.

leveraged companies and individuals,
negatively affecting international
asset prices.

For example, in October, the People’s
Bank of China injected Rmb310bn
(USD 47bn) into the financial system
to help bring down sovereign bond
yields that had been moving upwards
- its largest liquidity injection this
year. Yet higher yields are one means
by which borrowing can be curtailed.

Investors can protect themselves
from weakness in the Chinese
economy, and the risk of deflationary
pressures exerting themselves on the
global economy, through owning
a diversified portfolio that includes
assets that will hold their value in
such an eventuality. These include
core government bonds (such as UK
gilts, US Treasuries etc) and stocks
in defensive sectors worldwide
such as utilities, insurance and
pharmaceuticals.

How should Investors
respond to these concerns?
Few of us own mainland-listed
Chinese shares directly. This is despite
many company’s shares being easily
available through the Hong Kong
stock market (so-called ‘Red chip’
shares).
Yet companies such as Baidu, Alibaba
and Tencent (the ‘BATs’) are every bit
as interesting for global investors
to own as their ‘FANGs’ equivalent
in the US (Facebook, Apple, Netflix
and Google). Since November, the
BATs and FANGs make up the top
seven global companies by market
capitalisation.
But emerging market funds are likely
to include mainland China stocks, as
will developed Asia regional stock
market funds and/or global funds,
thanks to their inclusion of Hong
Kong. The Hong Kong economy is
closely tied to that of the mainland,
and therefore its domestic-based
companies are to an extent a play on
mainland economic growth.
Therefore, if we own funds, we may
own more Chinese stocks than we
realise.

By sector, commodity, luxury goods
and capital equipment companies
worldwide are particularly vulnerable
to a downturn in Chinese demand.

But do remember, the imminent
Chinese debt-crisis has been longforecast, but has so far proved elusive.
The advantage of a diversified
portfolio is that it will also give you
exposure to the positive alternative
scenario. Perhaps China will continue
to surprise with strong growth,
which becomes less debt-fuelled as
households spend more and save
less, and the authorities will be able
to prevent a rise in unemployment
during the process. Perhaps.

Tom Elliott

International Investment
Strategist at deVere Group

More broadly, any ‘dash for cash’
in China, as indebted businesses
scramble to raise liquidity to repay
their debts, is likely to lead to
asset sales in the West by the most
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Blockchain
Technology
to change
finance as
we know it?
The extent to which Blockchain technology
will influence the financial system is still
anyone’s guess, but one thing is certain:
Finance is in the middle of a digital revolution.
The new driving force for change is making
its way into the public eye - presented as
a wildly innovative and necessary cog in
the ticking financial clock. Enter Blockchain
technology, a radically new approach to
finance that incorporates elements of open
source and public verification systems to
lay the groundwork for a financial world
that is more secure and less vulnerable to
fraud. This undeniably ingenious invention
is the brainchild of a person or group of
people known only by the pseudonym,
Satoshi Nakamoto. Since its introduction as
the backbone of Bitcoin back in 2008, the
persistent question on everyone’s mind is...
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What is Blockchain exactly?
In a nutshell, a Blockchain is a
continuously growing list of
distributed records, called blocks,
which are linked to each other
through cryptography. Each
individual block contains something
called a hash pointer that links to
a previous block, a timestamp and
transaction data. In its most basic
form, a Blockchain is a distributed
public ledger that records
transactions on a
peer-to-peer network in an efficient,
verifiable and permanent manner.
To put things into perspective,
picture a spreadsheet that is
replicated thousands of times across
a network of computers. Then
imagine that this network is designed
to provide regular updates for this
spreadsheet - and
there you have a basic understanding
of Blockchain technology.
Don & Alex Tapscott, two of the
world’s leading authorities on
technology and business, and
authors of over 15 books, including
Wikinomics, the Digital Economy
& Blockchain Revolution, describe
it as ‘an incorruptible digital ledger
of economic transactions that can
be programmed to record not just
financial transactions, but virtually
everything of value.’
Continuing on the spreadsheet
analogy, consider the differences
between traditional methods of
collaboration and the emerging
fintech advancements that are
only coming about as a result of

Blockchain. In the past, sharing
documents with collaboration
required another recipient, who
would then add revisions to the data
etc. The problem with this scenario is
that you need to wait until receiving
a return copy before you can see or
make any changes, because you are
locked out of editing data until the
other party is finished with it. To this
day, inefficient, legacy databases (of
which there are too many to count)
work in the same manner, as two
or more owners can’t be editing or
updating the same records at the
same time.
However, this inefficiency problem
has already been dealt with in
other domains like Google Docs or
Microsoft’s SharePoint, such that
both parties have access to the same
document at the same time, and the
single version of that document is
always visible and open to admins or
editors. It’s like a shared ledger, but
is instead a shared document, which
speaks to the widespread level of
prospective application Blockchain
technology has within its reach.
One could even say that Blockchain
technology is like the internet, in
that it has a built-in robustness that
maintains its value. By storing blocks
of identical information across its
network, the Blockchain cannot be
controlled by a single entity, and
more importantly, has no single point
of failure. This literally means that the
phrase ‘a chain is only as strong as its
weakest link’ cannot apply here.

Investor Insight // Q4 - 2017

23

TECHNOLOGY

Durable & Robust
Since its initial coin offering in 2008,
Bitcoin Blockchain has operated
without significant disruption,
apart from a few minor quirks. In
fact, problems associated with
Bitcoin have been due to hacking
or mismanagement, which is to
say that these problems arose from
malevolent intentions and human
error, not flaws in the underlying
concepts.
The internet has proven to be durable
for almost 30 years, and this positive
track record bodes well for Blockchain
technology as it continues to develop
and advance.
Speaking at a TEDx conference,
technology futurist Ian Khan referred
to the fintech Blockchain evolution,
saying that “as revolutionary as
it sounds, Blockchain truly is a
mechanism to bring everyone to the
highest degree of accountability. No
more missed transactions, human
or machine errors, or even an
exchange that was not completed
with the consent of the parties
involved. Above anything else, the
most critical area where Blockchain
helps is to guarantee the validity of a
transaction by recording it not only
on a main register but a connected
distributed system of registers, all
of which are connected through a
secure validation mechanism.”
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Transparent & Incorruptible
The Blockchain network operates
in a state of consensus that
automatically checks in with itself
every few minutes - kind of like a
self-auditing ecosystem of digital
value. The network reconciles
each transaction that happens in
between these intervals, with each
group of transactions referred to
as a “block”. As a result, two major
properties arise: Transparency, since
data embedded within an accessible
network as a whole is public by
definition. And incorruptibility, as
altering any unit of information on
the Blockchain would require an

inordinate amount of computational
power to override the entire network
to the point where it could avoid
detection.
Strictly speaking, the latter is possible
in theory. But in practice the numbers
don’t add up, not only because of the
sheer computational
power needed to even contemplate
attempting this, but also because
taking control of the system to
capture Bitcoins would also have the
adverse effect of incinerating their
value.

Innovative & Widely Applicable
We could also expect Blockchain
to influence other domains, some
familiar, others not so much. Since
the premise of Blockchain technology
necessitates decentralisation over
centralisati, these principles could
theoretically be applied to any digital
system that enjoys widespread
public use. Take cloud storage
for example. Currently, one cloud
storage service like Google or Apple
store all your data in their servers,
thus controlling all of your online
assets. Blockchain technology could
change this, with bits of your data
becoming decentralised and less
liable to downtime since there is no
dependency on one single provider.
It would also open the possibility of
individual users leasing out their own
excess storage, thus creating a new
marketplace.
This could also spill over into legal
and contractual work. Indeed, the
world of smart contracts could
be right around the corner, with
the prospect of legally binding
programmable, digitised contracts

entered on the Blockchain inching
ever closer. These smart contracts
will be automated and can selfexecute. To do this, developers
would implement legal contracts
as variables and statements, which
can then release funds using a
cryptocurrency network as a “3rd
party executor”, instead of trusting a
central authority.
So, if two people want to exchange
$100 at a given time, when a set
of preconditions are met, the
conditions, pay-out and party
details are programmed into a smart
contract, verified and released as
per the appropriate terms. It should
be said that while such a system has
yet to be fully developed, the gap is
closing fast. And super-efficient smart
contracts promoted by platforms
like Ethereum (cryptocurrency) are
bringing the future every closer to
reality.
Consider the electoral process to
name a final example. The greatest
barrier to online voting systems

is online security, while that of
traditional voting is the abhorrent
expense and time consumption. If
Blockchain were to be implemented,
a voter could check that his or her
vote was successfully transmitted
while remaining anonymous to the
rest of the world. In 2014, Liberal
Alliance, a political party in Denmark,
became the first organisation to use
Blockchain to vote.
Still, most of these areas of digital
innovation are largely undeveloped,
but this doesn’t in any way take away
from Blockchain’s future, which is
unravelling as we speak. The next
couples of years will largely focus
on experimentation and applying
Blockchain to multiple aspects of
society.
Regardless of which mobile
application or back-end system
comes first on a global scale, the
bottom line is, Blockchain is here to
stay - and it will transform the way
our societies function in ways we
would never have thought possible.
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NAFTA’s future
hangs in the
balance
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The 24-year-old trilateral 		
pact is in danger of being
abolished completely, with
Canada, Mexico and the US no
closer to finding a substantial solution
than when renegotiations first
started in August 2017.

ECONOMY

After initially wanting to get rid of it entirely, President
Donald Trump has since agreed to revamping the North
American Free Trade Agreement (NAFTA). However, if the
administration deems they cannot get a deal that works
in the best interests of the US, then scrapping it becomes
a real reality. Now, several months down the line and
with little progress in between, that scenario is looking
increasingly likely.
Trump’s distrust of multinational trade entities like NAFTA
has been an ongoing theme throughout his presidency.
As a businessman, Trump is not against trade but his ethos
of “America first” puts him directly at odds with these
overarching, cross-border international organisations,
instead believing that bilateral agreements are the best
way of ensuring the US gets a favourable deal.

The standard was set early on in his administration after
Trump made good on a campaign promise by formally
withdrawing the US from the world’s largest ever
proposed trade deal, the Trans Pacific Partnership (TPP).
The 12-nation-pact would have accounted for 40% of the
world’s GDP with the US playing a vital role.
However, Trump believed that the benefits the TPP would
give to other nations were by no means proportional to
the benefits the US would receive in return. He blames
such deals as the root cause for the loss of manufacturing
jobs in the country, whilst he also bemoans the sheer lack
of tariff restrictions that accompany such agreements.
Now, Trump has set his sights firmly on NAFTA and in more
ways than one, his concerns in relation to the trilateral
pact between Mexico, Canada and the US mirror those put
forth regarding the TPP.
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What is NAFTA?
Established in January 1994, NAFTA was signed into law by US President Bill
Clinton, along with his Canadian and Mexican counterparts. Today it is one
of the world’s largest free trade areas by gross domestic product. Estimates
vary but via eliminating virtually all tariff restrictions, trade between the three
members has quadrupled from $297bn to $1.14tn.

What has Trump said?
If you ever needed proof as to how much Trump detests NAFTA, look no
further than 25 September 2016 - his first US presidential debate against then
Democratic candidate Hillary Clinton.
He called NAFTA - signed by Clinton’s husband - a disaster for US
manufacturing, describing it as the worst trade deal “ever signed in the US”,
even ranking it above the TPP.
Trump took a slightly more conciliatory tone following his inauguration,
surprising markets earlier this year after the White House “agreed not to
terminate NAFTA at this time”, calling instead for renegotiations - an offer
which Canada and Mexico accepted, albeit reluctantly. But once talks started in
August, it quickly transpired that they would be going nowhere fast.

Stalemate!
One of the biggest stumbling blocks preventing renegotiations talks from
moving forward is that, to put it simply, Canada and Mexico don’t really want to
be there. They would be quite happy for things to remain as they are and with
good reason.
The onset of NAFTA sent Mexico from relative obscurity in the auto industry to
the world’s fourth largest car exporter behind Germany, South Korea and Japan
- a claim put under threat by Trump’s plans.
Elsewhere, as America’s largest trading partner, Canada also has a lot to lose
if talks end up going sour. In fact, the removal of tariff restrictions that came
following NAFTA resulted in a sharp increase in traffic volume between the
preceding countries.
Indeed, although the success of a trade deal can be hard to quantify, there is
little doubt that Canada and Mexico have benefitted far more from the free
trade agreement than the US have. In fact, according to a Reuters poll, around
39% of Canada’s GDP derives from NAFTA trade whilst Mexico’s figure stands at
49%. In stark contrast, the same poll reveals that NAFTA trade accounts for just
5% of US GDP.
However, much of this has to do with the sheer size of the US economy - the
world’s largest. Therefore, any large gains made by Canada and Mexico would
appear comparatively small next to the US.
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Trade Deficit
The US trade deficit - when imports
exceed the amount a country exports
- with the world stood at $505bn in
2016 alone. Although, this figure is
much improved compared to the
$762bn deficit the US had ten years
earlier.
By altering NAFTA in America’s favour,
Trump wants to cut the trade deficit
with Mexico, which stands at over
$60bn. A deficit can also occur when
domestic companies manufacture
goods in foreign lands. This ties
in with Trump’s frustration at US
companies setting up manufacturing
plants in Mexico. Trump bemoans
car manufacturers such as General
Motors for engineering cars in
Mexico, only for them to be sold back
into the US with little to no taxation
in between.
To combat this and boost US
manufacturing, Trump has threatened
to impose a massive 35% border tax
unless GM relocate their assembly
lines to the States. However, during
the fourth round of renegotiations,
the Trump team took a different
approach. Under current regulations,
in order to enter the marketplace
tariff free, at least 62.5% of vehicles
and auto parts must come from the
North American region. But now,
Trump wants this figure increased to
82%, with 50% coming from the US.
As expected, the proposal for
the US to obtain a lion’s share in
auto manufacturing did not go
down well with opposing NAFTA
regions, in particular Mexico who
have the most to lose from such an
outcome. Trump’s hopes of securing
a favourable US deal took another
hampering during the fifth round
of talks, with both Mexico and
Canada stating that not only will
they outright reject such proposals
but that they will not offer any
counterproposals. “You cannot
counter-propose such madness”,
said one Mexican auto industry
representative close to the talks.
Mexico called the plans “unviable”
and said it would make the overall
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“region less competitive” with
markets in Asia and elsewhere. A
Mexican auto industry representative
with knowledge of the talks told
Reuters: “If you move the content
requirement to 8%, or even to a
number lower than that, it will hit the
supply chains. You would then have
to deal with potentially ill-equipped
suppliers that are maybe more
expensive”.
The double-blow came when
Canada delivered a presentation
to demonstrate the potential harm
the proposals would cause to the
region as a whole, including the US.
The knockout blow then arrived
from within, with members of the US
Senate also offering their objections.
Furthermore, many experts believe
that reigniting trade barriers with
Mexico will simply result in a
production shift that could actually
lead to a loss in US manufacturing
jobs. A report found that due to
higher costs, a shift in production
could result in a 450,000 drop in
annual car sales in the US.
Very few would disagree with Trump
that a trading deficit of over $500bn
is unhealthy and needs to be cut
down. However, economist Michael
Pettis believes that targeting Mexico
will do little to alleviate that problem.
On Bloomberg, Pettis writes that
Mexico’s $60bn trade surplus with the
US is a “red herring” that doesn’t tell
the full story.
In 2016, only China ($347bn), Japan
($69bn) and Germany ($65bn) had
a higher surplus over the US than
Mexico. However, unlike these
countries, Mexico does not hold
trade surpluses with the rest of the
world, nor does it export capital. In
fact, despite having a trade surplus
over the US, “Mexico has the world’s
seventh-largest current account
deficit overall”, Pettis writes.
He goes on to say that Mexico’s large
bilateral trade surplus with the US
is mainly the result of convenience
such as a shared border and
streamlined regulations. He also
states that introducing tougher tariffs

on Mexican imports could end up
backfiring on Trump.
“Cutting imports with Mexico will
undoubtedly reduce the deficit
for the US but deficits with other
countries would expand”, he said.
This is because “US intervention
would make Mexico less attractive to
foreign capital. Instead that capital
would end up in the US - and the
problem would intensify if other
Latin American countries suffered
contagion effects from Mexico”.

Canadian Dairy
Up until this point, the piece has
centred around Mexico and the
implications of altering the auto
industry via NAFTA. And indeed,
this is one of the central issues
concerning the talks.
However, the Trump administration
has also set its sights on revamping
the agricultural industry and are keen
on dismantling Canadian policies
they view as protectionist. This
includes dairy supply-management
which is currently exempt from
NAFTA regulation.
US Agricultural Secretary Sonny
Perdue acknowledged that overall,
NAFTA has been positive for the
farming industry in the country. But
he said American negotiators will be
keen to introduce the Canadian dairy
market into the free trade agreement,
with many US-based farmers
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complaining about Canada’s supply
management quota system.
President Trump supports this
notion and has repeatedly accused
Canada of “unfair” dairy rules. On
the other hand, Canada has raised
concerns over the sheer lack of
detail presented by US negotiators
in matters such as the rules of origin
and the dispute resolution process.
Before the first round of talks,
Canada’s Foreign Affairs Minister
Chrystia Freeland defended her
country’s dairy industry and argued
the importance of maintaining
Canada’s traditional protections
under NAFTA.

The Day After NAFTA
There are some that say Trump
would like to avoid dismantling the
agreement altogether. Professor
for Food and Resource Economics,
Richard Barichello, states that Trump
would much rather “show his prowess
in renegotiating the agreement to
make it better for the US” as opposed
to abolishing it.
Indeed, much has been made about
the potentially negative impact
Mexico and Canada will have from a
bad deal, but make no mistake, the
US would also suffer from abolishing
NAFTA.

“Canadians broadly support free
trade. But their enthusiasm wavers
when trade agreements put our
workers at an unfair disadvantage
because of the high standards that
we rightly demand. Instead, we must
pursue progressive trade agreements
that are win-win, helping workers
both at home and abroad to enjoy
higher wages and better conditions”,
she said.

Mexico exported $303bn goods and
services to the US in 2016, with its
northern neighbour relying on them
heavily for cars, electrical machinery
and oil. Canada, on the other hand,
exported $307bn worth of goods
and services that year to the US,
with $22bn consisting of agricultural
goods whilst $29.6bn were
accumulated in the services industry,
i.e. telecommunications.

Elsewhere, director of policy and
international trade for the Dairy
Farmers of Canada, Yves Leduc,
said: “Dairy wasn’t part of the first
NAFTA agreement, and there is no
valid new evidence to support that
dairy be discussed in this round of
discussions”.

A recent report titled ‘The Day After
Nafta’ from the Bank of Montreal
showed that a failure to renegotiate
the free trade agreement and
subsequent dismantling of it would
result in a 0.2% net reduction in real
US gross domestic product over the
next five years.

However, if done right, even those
who are perhaps most against
Trump’s protectionist policies admit
NAFTA could do with a possible
revamp. The head of the Mexican
auto industry said the free trade
agreement could benefit from some
modernisation. Although, this was
before the auto rule changes were
proposed by US negotiators.
Canadian Prime Minister Justin
Trudeau and his team also hope to
introduce a more progressive NAFTA
via updating labour standards and
adding a chapter on gender which
addresses women’s issues in the
workplace.
Thus, by reopening NAFTA talks in
their pursuit of a better deal for the
US, the Trump team might have
inadvertently opened the door for
Canada and Mexico to pursue their
own changes. After all, this is a threeway trade pact.
This added factor could well
complicate matters further and cause
delays in negotiations. Talks are
meant to conclude by March 2018
so as not to coincide with Mexico’s
looming presidential elections in
July. However, as things stand, the
negotiation period could reach well
beyond that stage.

Investor Insight // Q4 - 2017

31

ENTERTAINMENT

32

Investor Insight // Q4 - 2017

ENTERTAINMENT

Hollywood never seems to shy away from
controversy. Every year, it finds itself caught
up in a new socio-political scandal that grabs
international attention, but does it benefit from
the negative headlines that surround them?

on the previous year. Even with hashtags such
as #oscarssowhite trending across various social
media platforms, the film industry continued to
surge in the domestic market, ending 2016 with
a 2.2% profit increase totalling $11.4bn.

In 2015 and the first quarter of 2016, the
Academy of Motion Picture Arts and Sciences
was at the centre of a diversity row that
sparked international debate. For the second
year running, there were no representatives
present from the African American or Asian
communities in any of the acting categories at
the Academy Awards, commonly referred to as
the Oscars.

Over the last year, Hollywood began making
strides to earn back the respect it so desperately
craves. Within the film community, tensions
started to ease as nominations for the Oscars
were considerably more diverse than previous
years. Six black actors and one Asian actor were
nominated across the four different categories,
resulting in wins for Mahershala Ali and Viola
Davis.

Though the Academy received major backlash
from several celebrities and the public, it did
very little to hurt the 2015 domestic box office,
raking in a staggering total of $11.1bn, up 7.4%

Fast forward to the last quarter of 2017 and
Hollywood has found itself in the middle of
another PR nightmare that has led to major
repercussions worldwide.
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ENTERTAINMENT

‘The Weinstein Effect’
Since the allegations against Harvey
Weinstein were published by the
New York Times in October 2017, a
high number of women working in
the film industry have come forward
accusing one of Hollywood’s most
powerful producers of sexual assault,
harassment and rape. With some of
these allegations being validated,
global organisations and academies
have cut ties with the producer
as criminal investigations start
proceedings in the US, UK and France.
Internally, the situation was just as
bad. Having initially taken a leave
of absence from The Weinstein
Company (TWC), Harvey Weinstein
was quickly dismissed and stripped of
all credits on any upcoming releases.
But this is not to say that TWC has
gone unharmed. Having incurred
huge debts of more than $500m,
TWC has been forced to act fast in
securing its financial future to avoid
filing for chapter 11 bankruptcy.
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Reports surfaced of a $275m bid
made by former Obama
administration official Maria
Contreras-Sweet, but in reality, the
film studio may be struggling to
find potential buyers, as so far, no
other bids have come to light. TWC
has often been considered the key
powerhouse in Hollywood and its
decline will surely be a warning to
others.
In addition, it must be said that the
film industry is not the only business
sector to have come under attack.
In what has now been dubbed as
the ‘Weinstein Effect’, high profile
personalities across different
professions have been accused of
sexual misconduct. From politicians
to celebrity chefs, the shocking claims
continue to roll in.
There have been well-documented
cases in the past such as the
allegations against Bill Cosby and Bill
Clinton, but as NPR’s Noel King said,
“this feels like a tipping point”. The
fact that so many people have come
forward in quick succession, and with
several being well-known actresses
such as Angelina Jolie and Gwyneth
Paltrow, it now seems to have tipped
the scale.

ENTERTAINMENT

A Summer of Decline

Box Office Competitors

Profit or not?

Although Hollywood’s bad press
intensified in Autumn 2017, the signs
of an economic decline began to
appear a couple of months earlier.
Over the summer, the American box
office recorded its lowest gross total
in the past 12 years. With a gross of
$3.78bn (down nearly 16% compared
to the previous year), it was the first
time since 2006 that the box office
total for the summer season didn’t
exceed 4 billion dollars.

Another reason for the struggling box
office returns could be because of
the commanding popularity of online
streaming media companies such
as Netflix, Amazon and Hulu. With
streaming rights for countless film
titles and television series, they offer
viewers a cheaper and easier option.

So, does the film industry manage to
profit from these scandals?

Increased ticket prices and lack of
originality might have finally caught
up with them. For years, it’s relied
heavily on sequels and reboots to
preserve its economic standing,
but with major films like Alien:
Covenant, and Transformers: The Last
Knight underperforming at the box
office, interest has declined. Warner
Brother’s Wonder Woman was the top
grossing film of the summer, though
it had to take another superhero
origin story to help ease the fall in
sales.
Things didn’t get any better during
the Labour Day weekend which
takes place before the first Monday
in September. With the only sizable
new entry that weekend being a 4K
remastered version of Spielberg’s
Close Encounters of the Third Kind,
the usually popular 3-day weekend
recorded its poorest takings in 12
years.

Netflix and Amazon studios have
also had to deal with accusations to
some of their star performers. Kevin
Spacey, who was accused of sexually
abusing a 14-year-old during the 80s
was subsequently fired from House
of Cards while the entertainment
company also pulled Gore from
release.
In Amazon’s case, Jeffrey Tambor,
who starred in the critically acclaimed
show Transparent, was said to
have left the production due to a
‘politicised atmosphere’ after being
accused of inappropriate language
and physical contact by a fellow
co-star.
Such is the strength of these studios
that they weren’t frightened to axe or
lose some of their most popular stars
who feature on some of their most
critically acclaimed shows. In truth,
the popularity of these companies
has surged so rapidly that their
revenues have and will continue to
increase.
Netflix’s revenue in 2016 was around
$8.83bn and is set to increase to over
$11bn by the end of quarter 4 in
2017. Meanwhile, while Amazon and
all its subsidiaries including Amazon
studios earned $135.98bn in 2016, up
from the $107.01bn it earned the year
before.

The evidence from previous years
would indicate yes. As mentioned
before, the yearly box office total
and profit percentage has been on
the rise since 2014. Social media
movements might have tarnished the
industry’s image by spreading the
word, but it did very little in denting
Hollywood’s financial power.
2017, however, proved to be different.
Summer’s underwhelming box office
returns along with the ongoing
sexual assault scandals has shaken
the industry to the core. Even with
theatre prices in the US gradually on
the rise, the US box office recorded its
lowest gross in years with the current
figure for 2017 standing at $10.43bn.
The latest instalment of the Star Wars
Saga, The Last Jedi opened midway
through December and has grossed
over half a billion dollars in the
domestic market but even this can’t
save the film industry from a very
disappointing and worrying financial
year.
*Box office figures taken from
www.boxofficemojo.com
*Disclaimer: All box office figures,
unless otherwise stated, are from the
domestic market (USA & Canada)
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MATURITIES

deVere Autocallable Income Note Maturities
2017 Maturities
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#

Note

Coupons Maturity Date

Duration

ISIN - GBP

ISIN - USD

ISIN - EUR

ISIN - CHF

1

GS Developed Markets Autocallable 22

12.75%

2

GS Developed Markets Autocallable 22

10.00%

31/01/2017

12 Months

XS1267247481

14/02/2017

12 Months

-

XS1267247564

-

-

-

XS1267299102

3

GS Developed Markets Autocallable 22

14.75%

01/02/2017

12 Months

-

XS1267247648

XS1267247721

-

-

4
5

GS Developed Markets Autocallable 23

13.30%

28/02/2017

GS US, Europe and HK Autocallable 35

15.55%

27/03/2017

12 Months

XS1267288246

XS1267288329

-

-

12 Months

XS1317180633

XS1317180476

-

-

6

UBS US Europe HK Autocallable 01

14.00%

7

UBS US Europe HK Autocallable 01

14.00%

02/05/2017

12 Months

XS1387946012

XS1387945980

-

-

02/05/2017

12 Months

XS1387946012

XS1387945980

-

8

MS - 5 Year Autocallable on 3 EM

-

0.00%

03/05/2017

60 Months

XS0766030224

XS0766030570

XS0766030497

-

9

UBS Developed Markets Autocallable 04

11.00%

20/05/2017

12 Months

XS1400796428

XS1400796691

XS1400796345

-

10

MS 5y Autocallable on 3 Indices

22.55%

19/06/2017

24 Months

XS1138861023

XS1138861296

-

-

11

GS Developed Markets Autocallable 13

29.70%

27/06/2017

36 Months

XS1011623037

XS1011622815

-

-

12

UBS Income Autocallable 11

22.00%

06/07/2017

24 Months

XS1244112899

XS1244112543

-

-

13

MS 5y Defensive Autocallable on 3 Indices

23.00%

06/07/2017

24 Months

XS1138865016

XS1138864985

-

-

14

UBS Developed Markets Autocallable 6

12.00%

17/07/2017

12 Months

XS1435374555

XS1435374712

-

-

15

GS Developed Markets Autocallable 14

30.00%

25/07/2017

36 Months

XS1013123564

XS1013123481

-

-

16

GS US, Europe and HK Autocallable 19

30.30%

22/08/2017

36 Months

XS1013155681

XS1013155509

-

-

17

MS 5y Autocallable on 3 Indices

31.50%

22/08/2017

36 Months

XS1092486734

XS1092486577

-

-

18

GS US, Europe and HK Autocallable 30

26.00%

11/09/2017

24 Months

XS1241031852

XS1241031779

-

-

19

GS EM Autocallable 19

40.00%

11/09/2017

24 Months

XS1241031936

XS1241032074

-

-

20

UBS Developed Markets Autocallable 2

31.65%

19/09/2017

36 Months

XS1103484447

XS1103626179

-

-

21

MS Defensive Autocallable Notes on 3 Underlyings

35.40%

03/10/2017

36 Months

XS1108604395

XS1108604718

-

-

22

MS 5y Autocallable on 3 Emerging Markets Note

0.00%

21/09/2017

60 Months

XS0822866322

XS0822866678

-

-

23

MS 5 Year Autocallable on 3 EM

0.00%

06/09/2017

60 Months

XS0811159408

XS0811159317

-

-

24

GS EM Auto Income

11.25%

21/09/2017

60 Months

XS0687694777

XS0687694694

-

-

25

UBS Income Autocallable 3

13.00%

03/10/2017

36 Months

XS1108687663

XS1108687580

-

-

26

MS 5y Autocallable on 3 Indices

24.80%

09/10/2017

24 Months

XS1237066250

XS1237066417

-

-

27

MS 5y Autocallable on 3 Indices

25.00%

09/10/2017

24 Months

XS1237066508

XS1237066334

-

-

28

MS 5y Autocallable on 3 Indices

39.70%

11/10/2017

24 Months

XS1237066680

XS1237066177

-

-

29

MS 5y Defensive Autocallable on 3 Indices

20.50%

23/10/2017

24 Months

XS1289393008

XS1289392968

-

-

30

UBS Autocallable Income 15

11.90%

23/10/2017

24 Months

XS1298740074

XS1298739811

-

-

31

MS 5y Autocallable on 3 Indices

36.00%

31/10/2017

36 Months

XS0956286990

XS0956287022

-

-

32

GS Emerging Markets Auto Income

10.00%

19/10/2017

60 Months

XS0687687995

XS0687688027

-

-

33

MS 5 Year Autocallable

0.00%

19/10/2017

60 Months

XS0835508051

XS0835508135

-

-

34

GS Developed Markets Autocallable 7

50.00%

01/11/2017

48 Months

XS0899550171

XS0899549918

-

-

35

MS 5y Autocallable on 3 Indices

10.00%

09/10/2017

12 Months

XS1437441162

XS1437441246

-

-

36

GS Developed Markets Autocallable 20

24.70%

06/11/2017

24 Months

XS1241089421

XS1241089348

-

-

37

UBS Income Autocallable 04

13.20%

31/10/2017

36 Months

XS1118306734

XS1118304283

-

-

38

MS 5y Autocallable on 3 Indices

28.50%

06/11/2017

24 Months

XS1289398817

XS1289398908

-

-

39

GS US, Europe and HK Autocallable 31

26.80%

06/11/2017

24 Months

XS1241089777

XS1241089694

-

-

40

UBS Developed Markets Autocallable 9

10.50%

06/11/2017

12 Months

XS1502427112

XS1502427203

-

-
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MATURITIES
Our exclusive Autocallable income notes continue to pay bank beating returns to our clients around the world. Below
you will find the maturities our clients enjoyed in 2015, 2016 and current maturities in 2017. These notes are exclusive to
deVere Group and are not readily available anywhere else.

2017 Maturities continued...
#

Note

Coupons Maturity Date

Duration

ISIN - GBP

ISIN - USD

ISIN - EUR

ISIN - CHF

41

MS 5y Autocallable on 3 Indices

35.25%

42

MS 5y Autocallable on 3 Indices

33.00%

14/11/2017

36 Months

XS0956289317

XS0956289408

-

-

08/12/2017

36 Months

XS0956292378

XS0956292295

43

UBS Income Autocallable 5

-

-

13.00%

08/12/2017

36 Months

XS1133411907

XS1133412624

-

-

44
45

GS US, Europe and HK Autocallable 32

26.00%

08/12/2017

24 Months

XS1267219605

XS1267219431

-

-

GS Developed Markets Autocallable 21

23.50%

08/12/2017

24 Months

XS1267219944

XS1267219860

-

-

46

GS US, Europe and HK Autocallable 11

40.80%

11/12/2017

48 Months

XS0899620727

XS0899620644

-

-

47

UBS Developed Markets Autocallable 10

11.50%

11/12/2017

12 Months

XS1515325865

XS1515323902

-

-

Duration

ISIN - GBP

ISIN - USD

ISIN - EUR

ISIN - CHF

2016 Maturities
#

Note

Coupons Maturity Date

1

RBS Auto Income Note 1

11.75%

24/08/16

60 Months

XS0514504348

-

-

-

2

GS US, Europe and HK Autocallable 34

12.80%

26/08/16

6 Months

XS1267288675

XS1267288592

-

-

3

UBS EM Autocallable 2

15.80%

09/12/2016

12 Months

XS1318713689

XS1318713762

-

-

4

GS Developed Markets Autocallable 8

32.25%

12/12/2016

36 Months

XS0899620560

XS0899620487

-

-

#

Note

Duration

ISIN - GBP

ISIN - USD

ISIN - EUR

ISIN - CHF

1

GS US, Europe and HK Autocallable 18

10.20%

26/01/15

6 Months

XS1013124455

XS1013124539

-

-

2

GS Developed Markets Autocallable 09

10.40%

02/02/15

12 Months

XS0958717638

XS0958717554

-

-

3

GS US, Europe and HK Autocallable 01

30.50%

02/02/15

24 Months

XS0687784768

XS0687784842

-

-

4

Morgan Stanley 19% Autocallable

76.00%

11/02/15

48 Months

XS0577409906

XS0577409658

-

-

5

GS US, Europe, HK Auto 02

24.50%

02/03/15

24 Months

XS0800856998

XS0800856725

-

-

6

GS Developed Markets Autocallable 10

11.40%

02/03/15

12 Months

XS0958750761

XS0958750506

-

-

7

MS 5yr Auto Note

76.00%

11/03/15

48 Months

XS0592273865

XS0592273436

-

-

8

Morgan Stanley Defensive Autocallable Note

22.50%

15/03/15

24 Months

XS0896115127

XS0896115473

-

-

2015 Maturities
Coupons Maturity Date

9

GS US, Europe and HK Autocallable 20

10.35%

19/03/15

6 Months

XS1012439318

XS1012439235

-

-

10

GS Developed Markets Autocallable 11

10.60%

30/03/15

12 Months

XS0958805847

XS0958805920

-

-

11

Goldman Sachs Defensive Autocallable Note

24.00%

13/04/15

24 Months

XS0839284840

XS0839284923

-

-

12

GS US, Europe and HK Autocallable 15

11.30%

27/04/15

12 Months

XS0958828625

XS0958828542

-

-

13

UBS Developed Markets Autocallable 1

10.80%

27/04/15

12 Months

XS1051447685

XS1051447768

-

-

14

RBS Auto Note 09

76.00%

28/04/15

48 Months

XS0514500940

XS0514504850

XS0514500866

-

15

MS 5y Defensive Autocallable on 3 Indices

27.00%

11/05/15

24 Months

XS0918550467

XS0918549881

-

-

16

GS US, Europe and HK Autocallable 21

11.75%

14/05/15

6 Months

XS1013004129

XS1013004558

-

-

17

GS Developed Markets Autocallable 12

10.45%

01/06/15

12 Months

XS1011583223

XS1011583140

-

-

18

GS US, Europe and HK Autocallable 16

10.70%

01/06/15

12 Months

XS1011582415

XS1011582332

-

-

19

GS US, Europe and HK Autocallable 22

12.00%

08/06/15

6 Months

XS1098763136

XS1098762831

-

-

20

MS 6y Defensive Autocallable on 3 Indices

24.50%

08/06/15

24 Months

XS0932862195

XS0932861973

-

-

21

GS US, Europe and HK Autocallable 17

11.70%

29/06/15

12 Months

XS1011622732

XS1011622658

-

-

22

MS 6y Defensive Autocallable on 3 Indices

24.50%

06/07/2015

24 Months

XS0943290352

XS0943289933

-

-

23

MS 5yr DM Autocall 3 Indices

11.00%

19/10/2015

12 Months

XS1113713694

XS0956285679

-

-
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Simple
Safe
Reliable

Global Currency Service
dVFX offers favourable foreign exchange rates, sound
professional advice, as well as free international transfers.

To find out more, please contact us for an initial consultation.

fxenquiries@devere-group.com
www.dv-fx.com

deVere Investment Advisory (Mauritius) Ltd, Trading Name: deVere Foreign Exchange, Registered at 7A, 7th Floor Ebene Mews, 57 Ebene Way, Cyber City Ebene, Mauritius: Company No.
104761 C1/GBL under the Mauritius Companies Act 2001. Licensed by the Mauritius Financial Services Commission, License No: C1110009642
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Personalised, Professional Financial Advice
Wherever you are in the world

