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City Financial: cash no
longer king
by Dav d Car Monday 20lh October 2oo8 i2 2l

Cash ls no longer king, w th investors now
focussed on returns rather than the tisk of a
banking co lapse according to lan Wi liams,
manager of City Financ a 's Strategic cilt fund.

With UK bank depos ts benefiting from enhanced
guarantees, W ll ams says investors are now

looking beyond cash, and he sees base rates fall ng to 3pc by mid 2009, with
some savjngs deposlts rates likely to fal to as ow as 1pc.

"lt seems qurte clear that
fear of recess on. no
lonqer inf ation, is the
drjving force behind
policy making in

Downing Street Glven
the tools avaiable to the
Chancellor the outcome
wi llikely be much lower
short-term interest
rates ' he explained.

ln contrast, 15 year g lts

are current y yie dlng
around 5pc. whie
certain blue chip
equities are returning 5
to 6pc.

"lf you think the recession is already here, this makes a strong case for the
classlc balanced portfolio of eqult es and g lts both of which areyielding
more than cash 'Wi liams said

"Cash has been king over the last nine months, but this is not the case any
more. We ihink both gilts and equ ties wil outperform cash overthe next 6I
months ai east. '

W llams sees the opportunity to ock in theyields available on longer-dated
gilts, while benefting from capital appreciation. He sees little scope for
ho ding corporate bonds, however.

"There is litte space n my rnind for corporate bonds, because ofthe default
risk " he explained. "You would be better ofl holding the underlying equity.
instead."
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