Minutes of the members meeting of the Honorary Treasurers’ Forum held on the 19 November 2009 
1. The Chairman started the meeting by welcoming all the members of the Forum and introducing the first speaker – Brian O’Reilly.  Brian is the Chief Economist at UBS Wealth Management.  He is very experienced and has previously worked at Goldman Sachs.  Brian spoke to the Forum a year ago when his predictions were surprisingly accurate.

2. Brian introduced his presentation by saying that the last year had been very difficult to predict but next year is likely to be even more difficult.  Currently in the UK interest rates are at an historic low and borrowing is greater than at any time since the Second World War Equities have risen by 50% in seven months.  All in all an unusual set of circumstances.

3. Brian next turned to growth in the world economies.  The consensus growth for the UK in 2010 is 1.3% with the other major economies doing better than this and the emerging markets best of all – 9.5% growth in China.  This is better than might have been expected a year ago but the UK faces an uphill struggle to get back to trend growth.
4. Turning to inflation Brian puts this at something around 2% for the UK next year.  Both deflation and hyper inflation are being talked about.  There has certainly been a huge fiscal stimulus with quantitative easing still carrying on and this could stimulate inflation.  Brian feels the risks are greater on the deflation side as consumers rebalance their balance sheet after a 20 year build up of debt.   Ultimately inflation might increase to 3 – 4% but this would anyway be good for equity markets.  Against this background he feels interest rates will remain low not increasing until the second half of 2010 or even into 2011.  Brian observed that UBS were surprised at the buoyancy in the UK of house prices and that another bubble could be building up here.

5. Taking all this into account, Brian looked at investment opportunities and commented as follows:
5.1 Portfolios should take into account the strength of emerging markets.

5.2 UK equities are not overvalued and are currently priced at a discount to the rest of the world.  There should be earnings growth but this would be less than we have been used to recently.

5.3 There is still a lot of money being held in cash

5.4 Corporate Bonds should also give good returns in the coming year.

6. Brian’s session was followed by a lively discussion session which included the affect of a hung parliament on the markets (bad), inflation/GDP relationships and the prospects for gold (UBS are currently negative on this).  The Chairman thanked Brian for an excellent presentation.

7. The Chairman next introduced Kevin Turmore, the Managing Director of Unity Trust Bank.  Kevin started his career as a Production Engineer but since then has spent all his time in banking, working for Lloyds, RBS, TSB and the Bank of Ireland.

8. Kevin started his presentation by saying that Unity is currently celebrating its 25th birthday.  It started in the year of the Miners strike and was a joint venture between the Trade Unions and the Co-op Group.  Unity promotes employment and responsible banking and has a banking relationship with 90% of UK Trades Unions.  It is a formal subsidiary of the Co-op Group.

9. A logical move for the Bank was into the Third Sector and it did this about fifteen years ago.  This is the fastest growing part of the Bank and it was the first bank to introduce dual authority for internet banking and it established the first ESOP in the UK and has taken many other initiatives.  Unity is now seeking to grow further and has been very busy raising its profile.  It has very successfully ridden the current economic storm.
10. Kevin next outlined what makes his Bank different.  It has a fundamentally ethical and responsible approach, strong liquidity, it is a niche player in volatile markets and has no toxic debt. It is a safe haven in the current maelstrom in which some Banks have got involved in increasingly risky assets and a general lack of sustainability.  Kevin foresees greater public awareness of banks and greater regulation and this he feels adds to the attractiveness of Unity.  A lively question session followed with Unity’s credit rating, Unity’s view of interest rate prospects raised.  The Chairman thanked Kevin for his excellent presentation.

11. The Chairman next introduced Lee Coates of Ethical Screening.  Lee is hugely experienced in Ethical Investment and one of the country’s leading experts in this area.  Lee has worked in ethical investment for 20 years and his company gives 50% of its profits to charities.

12. Lee described the background to his work.  Ethical Investors moved into Ethical Screening in 1998.  Ethical Screening can screen portfolios for compliance with ethical investment policies.  Lee next described the general history of ethical investment outlining the Cowan v Scargill and the “Bishop of Oxford” cases.  Although these cases were lost by the proponents they established important principals which have now been enshrined in the Charity Commission’s CC14 document.  This can be summarised as follows:
· Trustees need to keep in mind their duty to invest in a way that furthers the purpose of their charity by maximising returns.

· but – some trustees may work to adopt an ethical investment policy, even though it may  detract from the objective of obtaining the best direct financial return.

· Trustees are able to adopt an ethical investment policy which involves avoiding investments in a particular business that would conflict with the aims of the charity and avoiding investments that might hamper a charity’s work either by making potential beneficiaries unwilling to be helped or by alienating supporters.

Trustees are therefore unlikely to be criticised for adopting a particular policy if they have considered the correct issues, taken appropriate advice and reached a rational result.

13. Lee next observed that sometimes investment managers can be obstructive as far as ethical investment is concerned so manager selection is important if an effective policy is to be pursued.  Lee next illustrated aspects of ethical investment with case studies.  His colleague, Emma, also gave some excellent illustrations showing how careful you need to be in selecting your policy.  She used tobacco to illustrate how if the supply chain etc is used 27 companies could be excluded but that this may not be the intent of the policy.

14. Lee also talked about collective v segregated mandates and their implications for ethical investment.  He finally outlined other considerations – sourcing and partnerships, ethical insurance, ethical currency and the ethical screening of charity portfolios.  Lee’s company offer a free service in this area on their web site.  The Chairman thanked Lee for another excellent presentation.

15. The Chairman and LJ next described developments in the Treasurers Forum.  The launch of the Forum’s first research project “Philanthropy in the 21st Century” will be held on Wednesday 25th November at 8.30 a.m. at Cass Business School.  All Treasurers are invited.  Everybody at the meeting was supplied with a copy of the report.

The Forum’s web site is developing well with particularly useful contributions from the Forum’s sponsors Bates Wells Braithwaite, Sayer Vincent, UBS and Unity Trust Bank.  After the meeting the dates for meetings in 2010 were agreed as follows:

25th February


13th May


14th September


18th November

