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Are you an ‘accidental’ landlord? If so, 
you have less than a year to sell up before 
you could be hit with new tax bills costing 
thousands of pounds.

The Government has put forward plans 
to scrap two types of tax relief for landlords 
who sell a property that was once their main 
home. 

The tax grab, which will come in from      
April 6, 2020, is expected to raise £470million 
for the Treasury over five years, according to 
accounting firm RSM.

But experts say the move could lead to a 
rush of house sales over the next 12 months 
as landlords look to escape the buy-to-let 
market before April 2020. 

Some may have inherited a property or 
been unable to sell their own home. Or they 
may have had to relocate suddenly for a new 
job or moved in with a partner and decided 
to keep their own property in the short-term 
as a safety net.

When you sell investment property, you 
must pay capital gains tax on any profit you 
make. For example, if you bought a buy-to-let 
property for £150,000 and sold it for £250,000 
you would have to pay tax on the £100,000 gain.

Everyone has a capital gains allowance of 
£12,000 a year. But on any profit above that, a 
basic-rate taxpayer would have to pay 18 per 
cent in tax on the gain. A higher-rate taxpayer 
would have to pay 28 per cent on the gain.

If, however, you rent out a property that was 
once your main home then, when you sell, 
you only have to pay tax on the amount it 
went up in value by (the gain) since you left. 

Currently, landlords can also add 18 months 
on to the amount of time they lived at the 
property, for tax purposes. For example, 
if you have owned your property for ten 
years, living in it for the first five, and renting 
it out for the next five, you can claim you 
lived there for six-and-a-half years when 
calculating your tax bill. This is the five years 
you actually lived there plus the 18-month 
extension.

This benefit is known as principal private 
residence relief and has been available since 
capital gains tax was introduced in 1965. 
However, from 2020 the extension will be 
cut to nine months, despite Brexit causing 
economic uncertainty.

The Government is also scaling back 
lettings relief. Currently, when a landlord 
sells their former home after renting it out, 
they are allowed to shelter £40,000 of their 
gain from capital gains tax. For couples this 
can be up to £80,000. Under the new rules, 
announced in the Budget last autumn, only 
landlords who live in the property with their 
tenants will qualify for this benefit from     
April 2020.

 Beware the home rental         

   tax trap
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COMBINING SIPPS AND ISAS
Both SIPPs and ISAs have advantages, 
and lots of clients take the benefits 
of both. So the savvy investor never 
thinks it’s a case of one against the 
other.

You might want to use your SIPP to 
invest for longer-term goals like your 
retirement, and your ISA for medium 
term goals.

It’s important to think about your 
own objectives and attitude to 
risk when deciding what’s right for 
you. The benefits of each account 
will depend on your personal 
circumstances.

Investments should be made for at 
least 5 years, and their value will fall 
as well as rise so you could get back 
less than you invest. This article isn’t 
personal advice. If you’re not sure what 
to do you can always ask us for advice.

What are the differences?

The value of your investment and the income from it can go down as well as up and you may not get back the 
original amount invested. Past performance is not a reliable indicator for future results. Levels, bases and reliefs 

from taxation are subject to change and their value depends on the individual circumstances of the investor. 
Please contact us for further information or if you are in any doubt as to the suitability of an investment. 

In this article we take a look at ISAs and 
SIPPS and their tax benefits to help you 

decide how they can work for you.
STOCKS AND SHARES ISA
The Stocks and Shares ISA is a tax-efficient 
way to hold different types of investments. 
There’s no UK tax to pay on capital gains or 
the income made from them.

Every adult can contribute up to 
£20,000 into their ISA this tax year, which 
shelters this from HMRC.

The main advantage of this type 
of investment account is flexibility. 
Unlike a SIPP, where you can usually 
only withdraw after 55, money can be 
withdrawn at any time. If you take money 
out of your ISA it will lose ISA status, and 
putting it back in will count as a new 
subscription.
DID YOU KNOW?
You can hold the money as cash if you’re 
not sure where to invest it yet. Investing 
is for the long-term, so cash is an interim 
solution while you decide exactly where 
to invest.
LIFETIME ISA (LISA)
A different type of ISA to consider is the 
Lifetime ISA (LISA), available to those 
aged 18-39.

With a LISA you can invest in the same 
way as a Stocks and Shares ISA, but it has 
the added benefit of coming with a 25% 
top-up from the government on money 
you put in. You can add money to the 
LISA and receive the government top-up 
up until you reach age 50.

The annual allowance for the LISA 
is £4,000, which has £1,000 per year    
added by the government.

The 25% bonus makes it an attractive 
opportunity to consider if you are 
happy with the risks of investing in 
the stock market and it fits your needs 
of purchasing your first home or for 
retirement planning.

The downside to the LISA is that the 
money isn’t flexible and usually it can’t 
be touched. So this may not be a suitable 
option if these are not your goals. If you 
do take money out before you’re 60 or 
for anything other than buying your first 
home there’s a 25% tax charge from the 
government to reclaim what they have 
handed out, so you could get back less 
than you put in.
SIPPS
The SIPP (Self Invested Personal Pension) 
lets people make their own investment 
decisions within their pension.

Capital gains and income are free of UK 
tax and most people have an annual SIPP 
contribution allowance of £40,000.

Tax relief on personal contributions 
to a SIPP will depend on your income 
tax rate. Basic-rate taxpayers, pay 20% 
income tax, will get 20% tax relief on 
their SIPP contributions. Higher-rate and 
additional-rate tax payers can potentially 
reclaim up to another 20% and 25% 
(income tax rates and bands are different 
for Scottish taxpayers).

SIPPs are like other pensions, in that 
you can’t usually take money out until 
you’re 55. But once you reach 55, you 
can normally access up to 25% of your 
pension pot tax-free, and the remainder 
will be taxed at your marginal rate.

A SIPP is a great way of saving for 
retirement while minimising the tax 
you pay. It can help you maximise your 
savings, especially for those on higher 
incomes.

ISAs SIPPs



Research has suggested that these well-
meaning parents and grandparents 

could be putting their financial security at 
risk by not seeking financial advice.

As house prices continue to rise and most 
first-time buyers are expected to put down 
a minimum deposit of 10% of the property’s 
value, more aspiring homeowners are 
turning to family. Unsurprisingly, help with 
a deposit is the most common way to help 
loved ones get on or move up the property 
ladder; around half of those supporting 
loved ones did so in this way. Additionally, a 
fifth helped by giving beneficiaries a lump 
sum to cover the costs associated with 
buying a home, such as Stamp Duty and 
legal costs.

GET EARLY PROFESSIONAL ADVICE
Research has revealed that few people 
took legal or financial advice before 
supporting their loved ones, despite the 
often significant sums being handed over. 
Just 8% of those helping with a deposit 
took financial advice. The majority (70%) 
withdrew funds from their savings. 

8% used their pension, Equity Release 
or remortgaged their own home to help 
others get on the property ladder, which 
could have a long-term impact on their own 
financial security.

Seeking professional advice can help 
would-be family lenders understand what 
would happen if their circumstances 
change, the potential Inheritance Tax (IHT) 
complications and other areas of concerns.

WHY DO I NEED FINANCIAL ADVICE BEFORE 
HELPING MY FAMILY?
When you see a loved one struggling to get 
on the property ladder you often want to 
help. But while your heart may be telling you 
to do it, it’s normal to have some concerns or 
doubts. After all, the deposits required today 
are often sizeable. There are many ways that 
financial advice can help you get through 
this process.

1WHAT IMPACT WILL IT HAVE ON MY 
FINANCES?

Will gifting this large amount of money 
leave you struggling in later years? What 
would happen if you needed to pay for long 
term care? Effective financial planning can 
help you understand how the decision to 
support loved ones will affect your lifestyle 
and security in the short, medium and long 
term, taking potential life events into account.

4 reasons to seek advice if you’re 
opening the Bank of Mum and Dad 

Young people are striving to get on the property ladder and many turn 
to the Bank of Mum and Dad. Whilst parents may have the ability to 
provide this much-needed financial support to children and grandchildren, 
professional financial advice should be sought. 

2TAX IMPLICATIONS: HOW DO 
THE GIFTING RULES AFFECT ME?                                         

Because you will be handing over 
large sums that exceed gifts that are 
immediately exempt from Inheritance Tax, 
it’s important that you get to grips with 
how providing a helping hand could affect 
your own estate’s liability. There are often 
steps you can take to reduce or mitigate 
liability if you’re aware of the potential 
issues at the start.

3 BOOSTING YOUR CONFIDENCE:                   
When struggling with the big decision 

to lend or gift money, financial advice 
can give you confidence with your plans. 
It means you don’t have to worry about 
making big mistakes, it’ll be a decision 
made with a full understanding of the 
potential financial implications. 

4BE CLEAR WITH THE TERMS:                     
Financial advice will help clarify what’s 

possible within the level of support you’re 
able to provide. It’s a step that can ensure 
you and your beneficiaries are on the 
same page. Will you need your loved one 
to pay back the money over a specific 
period or can you afford to gift it to them? 
By understanding all the terms of the 
agreement, you’re in a better position to 
create a plan that works for all parties.

YOUR HOME MAY BE REPOSSESSED IF YOU 
DO NOT KEEP UP REPAYMENTS ON YOUR 
MORTGAGE.

If you want to support children or grandchildren with their home ownership ambitions, please contact us. 
We’re here to help you not only understand the options available, but have confidence in your decision too.

4
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Tips to help reduce your 
tax burden 

Inheritance Tax (IHT) is a tax on the entire 
estate of someone who has recently 

passed away, in the 2017/2018 tax year, the 
taxman made a staggering £5.2 billion from 
people caught in it.

To avoid this huge tax bill, you could 
consider reducing the size of your estate. 
Currently the threshold for IHT is £325,000, 
and there’s an additional threshold for those 
who pass their home on to their children or 
grandchildren.

If the value of your estate is above the 
limit, then the normal tax charge is 40% on 
the excess. You can reduce this tax sting 
by paying more of your savings into your 
pension, provided you have not exceeded 
your lifetime allowance.

Pension money isn’t usually subject to 
inheritance tax.

Should you die before 75, your loved ones 
will normally receive the money completely 
tax free. And if you’re 75 or over, then they 
pay income tax at their marginal rate as they 
make withdrawals.

You need to let your pension provider 
know who your beneficiaries will be and 
what proportion you’d like them to get. If you 
don’t nominate when you pass away and the 
benefits become part of your estate, they 
could be subject to 45% income tax.

Pension withdrawals are taxed as income 
and added to any other income you’ve 
received that same tax year. So, planning 
your withdrawals is very important, for 
instance, if you took a large, one-off 
withdrawal it could push you into a higher 
tax band, turning you into a 45% tax payer 
overnight.

One way to help reduce your tax bill is to 
factor in your personal allowance. Most 
people are entitled to a tax-free personal 
allowance of £12,500, which means you 
only pay tax on income you receive above 
this amount. Spreading your withdrawals 
over many years will allow you to use this 
personal allowance each year.

MAKING THE MOST FROM TAX RELIEF
You might be surprised to learn that even 
if you’ve finished work and you’re a UK 
resident, you can still pay into your pension 
and benefit from tax relief until you’re 75. 

As with standard working life pensions, 
anything you pay into your pension will 
automatically be topped up by 20% as an 
incentive from the government. And if you’re 
a higher earner you could claim back up to a 
further 25%. Remember, tax bands and the 
amount you can reclaim are a bit different if 
you’re a Scottish taxpayer.

When you have given up work completely 
you can pay in up to £3,600 each tax year, 
remember you only need to pay in £2,880 
to make the most of this allowance, and 
the government would add £720. If you’re 
still working, the amount you can pay into 
your pension and benefit from the tax relief 
depends on your salary. You can usually pay 
in up 100% of your earnings.

Both personal and employer contributions 
are limited by the standard annual allowance 
which is currently £40,000. If you’re able to 
contribute more than the standard annual 
allowance, and you have been a member 
of a UK registered pension scheme for the 

three previous tax years, you might be able 
to carry forward any unused allowances from 
previous years.

MAKE USE OF OTHER TAX-EFFICIENT 
WRAPPERS 
Interest you earn on investments or cash 
savings over your personal savings allowance 
is now taxable. If you are a basic rate taxpayer 
you can earn £1,000 of saving interest each 
year without incurring a tax charge, or £500 if 
you’re a higher rate taxpayer.

Any dividends made from investments 
over £2,000 are also taxable. The tax payable 
on dividend income in the basic rate tax 
band is 7.5%, within the higher-rate band it’s 
32.5% and it’s 38.1% within the additional 
rate band.

But money held in an ISA is free from 
UK income and capital gains tax. Paying 
into an ISA is a perfect way to build up a 
sizeable tax-free pot to help support your 
pension income. The annual ISA allowance is 
currently £20,000.

Limiting the amount of tax, you pay in retirement is worth 
understanding. How tax works and how you can take advantage of 
tax allowances is key to keeping as much of your hard earned pension 
savings.  Here we look at how this can be achieved.

The value of your investment and the 
income from it can go down as well as 
up and you may not get back the original 
amount invested. Past performance is not a 
reliable indicator for future results. Levels, 
bases and reliefs from taxation are subject 
to change and their value depends on the 
individual circumstances of the investor. 
Please contact us for further information or 
if you are in any doubt as to the suitability 
of an investment. 
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Drawdown has become a very popular option 
because it lets you to stay in control of your 
pension throughout retirement, choosing 
where to invest and how much cash to draw. 

Obviously, you will need to be mindful of where you 
invest as you proceed.  Remembering that the fund value 
will fall as well as rise depending on which investments 
you choose and you could get back less than you invest. 

Planning your withdrawals ensures you don’t run down 
your fund value or get hit with unexpected tax charges.
Here are 3 tax saving tips, if you’re thinking of taking 
money out of your pension using drawdown.
TAKE YOUR 25% TAX-FREE CASH
Each time you move money into drawdown, you can 
usually choose to have up to 25% of the value paid to you 
as a tax-free lump sum. You will need to state how much 
of your pension you want to move into drawdown and 
how much tax-free cash you want to take as you apply for 
each drawdown segment.

If you choose to take less tax-free cash than the 
maximum available, or none at all, you can’t change your 
mind later on. Once your pension’s in drawdown, any 
further withdrawals you make will be taxed as income, 
so in our view there are very few reasons not to take your 
tax-free cash when you can. Even if you don’t need it for 
immediate or planned expenses, it is always handy to hold 
some cash. 

SPLIT YOUR WITHDRAWALS OVER MORE THAN ONE TAX YEAR
After you have taken your tax-free cash any further 
pension withdrawals are classed as income for tax 
purposes, and will be added to any other income you get 
in the same tax year. 

By spreading your withdrawals through the year and 
over several tax years, you can make the most of your 
personal allowances and tax bands. In the current tax 
year, you usually start paying tax on income over £12,500 
and higher rate tax on income over £46,350 (£43,430 in 
Scotland).

Have you got above £1.03 million in your total pension?
Should you be one of the lucky ones, you might decide 
to wait until after 6 April each tax year to access your 
pension. 

That’s because the Lifetime Allowance (which is the 
most a person can build up across all their pensions), has 
increased from £1.03 million to £1.055 million and may 
continue to have indexing applied in future years. 

It’s measured each time you access your pension, which 
includes moving money into drawdown, and/or when 
you reach age 75. Anything over the allowance will be 
subject to a tax charge. Waiting for the new allowance to 
take effect, could mean you avoid unnecessary tax hits.
By not planning for tax when making your withdrawals 
you could end up over-paying tax, and worse, temporarily 
push yourself into a higher tax bracket.

HMRC paid out over £30 million in tax repayment 
claims, between 1 October and 31 December 2018, 
relating to pension withdrawals alone.
Working example:
Taking a basic-rate 20% taxpayer earning £22,000, who 
makes a drawdown withdrawal of £30,000 in the same tax 
year. They are now moved up into the higher rate 40% tax 
bracket overnight, because their total annual income is 
now £52,000.

If the same person decided to stagger their withdrawal 
and take £15,000 in one tax year and £15,000 in the next 
tax year, they would stay within the basic-rate tax band in 
both years. A £22,000 salary supplemented with £15,000 
of drawdown withdrawals keeps their annual income 
under the higher-rate tax band, so effectively paying less 
tax. (Scottish taxpayers pay different rates of tax).
YOU CAN PASS ON YOUR PENSION FREE OF INHERITANCE TAX
And free of income tax too (in some cases).
Because pensions are normally exempt from inheritance 
tax you might want to make withdrawals from other 
savings before you take out money from your pension. 

Anything you withdraw from an ISA is tax free. You can 
put £20,000 into ISAs each tax year, so there’s plenty of 
time to build up a tax–free ISA pot to act as a supplement 
to your pension income. Leaving your pension pot intact 
for your loved ones. 

Tax benefits of drawdown 

DO YOUR PENSIONS TOTAL 
OVER £1.03 MILLION?
If the answer’s yes, you should always consider 
the increase in Lifetime Allowance so waiting 
until after 6 April each year to access your 
pension, may be very beneficial. That’s because 
the Lifetime Allowance (which is the most a 
person can build up across all their pensions), 
has increased from £1.03 million to £1.055 
million and may go up even further in future 
years. It’s measured each time you access your 
pension, which includes moving money into 
drawdown, and/or when you reach age 75. 
Anything over the allowance will be subject to 
a tax charge.
Waiting for the new allowance to take effect, 
could mean you avoid an unnecessary tax hits. 



Tax benefits of drawdown 

7

With the uncertainties surrounding Brexit, you might be feeling the 
urge to take a look at your overall finances. Part of that might be 
looking at how and when to access your pension. 
Anyone can inherit what’s left in your drawdown pension 
after you die. You can pick as many people as you like, and 
can update them at any time. You just need to let your 
pension provider know who they are, and how much you 
want them to inherit.

These nominations aren’t legally binding, but they let 
your provider know your wishes and they’ll always be taken 
into account.

If you die before 75, your beneficiaries won’t usually need 
to pay any income tax on the withdrawals they make. If you 
die at or after 75, then withdrawals will be taxed as their 
income.

This article should not be viewed as advice, should you 
be unsure of an investments suitability please seek 
personal advice. The government’s free and impartial 
Pension Wise service can help you and we can offer you 
advice if you’d like it. 

The value of your investment and the income from it can go 
down as well as up and you may not get back the original amount 
invested. Past performance is not a reliable indicator for future 
results. Levels, bases and reliefs from taxation are subject to 
change and their value depends on the individual circumstances of 
the investor. Please contact us for further information or if you are 
in any doubt as to the suitability of an investment. 



8

Draw up your financial plan
When it comes to our own financial planning, it’s often hard to draw up that plan in the first place. 
There is always the ‘what ifs’ and ‘maybes’ to add to the equation. If you need help with financial 
planning, an adviser can go through a simple exercise to help you identify realistic goals and which 
pots you can access at different points to help meet those financial targets.

The planning exercise is simple but 
effective. Your adviser will take a blank 
sheet of paper and draw a simple financial 
map that fits your financial life. Taking into 
consideration life milestones, goals and 
financial resources. 

THE VALUE OF YOUR PLANNED LIFELINE
We may think we’ve got it all worked out. 
But getting a different perspective on 
things can help see the plans in a new light.              
If you can’t answer these questions, it’s likely 
that drawing up your financial plan with an 
adviser will help:
• IS YOUR FINANCIAL STRATEGY ALIGNED TO YOUR   
   LIFE OBJECTIVES?
• ARE YOU SAVING OR INVESTING ‘FOR A RAINY DAY’?
• WHERE DO YOU POSITION YOUR ADVERSITY TO  
   RISK AND ARE YOUR INVESTMENTS TAILORED TO  
   ACHIEVING YOUR GOALS?
• HAVE YOU SET ASIDE THE NECESSARY FUNDING FOR  
   EACH OF YOUR MILESTONES?

WHAT’S THE POINT OF DRAWING UP A 
FINANCIAL PLAN?
A financial plan provides a new perspective, 
many people have an idea in their head 
about what life is going to look like and 
how they may pay for it. By drawing up 
a financial plan, will allow an adviser to 
look at your plan, ask questions and bring 
a different aspect of their experience and 
knowledge. Your eyes could be opened up 
to options you may never have thought 
about.

Some of us can’t see the wood for the 
trees because if you get too close to the 
detail, sometimes you miss out on the 
bigger picture. A financial plan will help you 
understand how individual details fit together.

Identify limits, it’s easy to play it safe or think 
about the pessimistic aspects of financial 
planning. But when you draw it all out you 
may find that actually, you can afford to be 
a bit more liberal with your spending or that 
you can squeeze more out of an allowance 
or fund. The financial plan exercise helps 
you map this out to give you more clarity.

HOW DOES AN ADVISER BUILD A FINANCIAL 
PLAN? 
Advisers go through a tried and tested 
method to make sure your information is as 
thorough as possible. They will go through 
certain steps with you.
STEP 1: ASSESS WHAT YOU’VE GOT AND WHERE
When an adviser starts drawing up a plan, 
they’ll ask about the pots which are to be 
used to pay for some of the life milestones 
you have coming up.
STEP 2: BREAK IT DOWN
You can categorise a financial plan in to four 
broad areas; family, career, property and 
lifestyle. Your adviser will encourage you to 
talk about what you foresee happening to 
each of these elements of your life as time 
goes on. 

STEP 3: BEING REALISTIC AND NOT CONSERVATIVE
During your life you have probably been 
fairly conservative and you’ve listed out 
the main things you’ll need money for in 
the future e.g. a new car, money for your 
children’s education. But now it’s time to 
make it more enjoyable and add in the 
things that really makes life worth living, 
like: an extra holiday a year, a cruise, other 
luxury items etc. 
STEP 4: VALUATION OF OBJECTIVES
It’s here where your financial adviser will 
start to put values on your objectives and 
identify where that money is going to come 
from.
STEP 5: AM I DREAMING OR IS IT REALLY POSSIBLE
At this point when your financial adviser 
will be able to tell you how realistic your 
plan is. Better still, your adviser will often be 
able to identify areas where you can ‘unlock’ 
more money to help you achieve your goals. 
The flip side is that your adviser wouldn’t 
be doing their job if they didn’t tell you 
where you’re likely to come unstuck. In this 
instance, your adviser will work with you to 
put you in the best position possible.
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By spreading your investments around, 
one or two choices or investments 

shouldn’t have too much of a negative 
impact on your overall portfolio position.

But diversification isn’t just about the 
number of investments you own though. 
If you invest in lots of funds but they’re 
all similar, you’re not making the most 
of diversification. To get the best out of 
it, at the lowest risk, the funds should 
be investing in different asset classes, 
geographies, industries, and company 
types and sizes.

Using the table below, which ranks eight 
of the major Investment Association (IA) 
sectors over each of the past 10 years. 
You can see how none of the sectors 
consistently rank top or bottom. There is 
no real way to know how different areas 
will perform from one year to the next. 
Diversification means you no longer have 
to guess.

DON’T PUT YOUR ALL YOUR EGGS IN ONE BASKET
By investing in a wide variety of areas 
you’ll inevitably be investing in some 
don’t perform well. Some investors might 
find this uncomfortable but we think the 

benefits you’ll gain from diversification will 
be worth it in the long run.

Investing in a diverse range of funds 
could provide some shelter when markets 
are tough. It also increases your chances 
of having some strong performers in your 
portfolio and of course strugglers in your 
portfolio, but that’s the nature of a truly 
diversified portfolio. 

People by their very nature want 
everything to do well, but remember 
winning streaks always end and don’t 
usually have a long life.

It’s human nature to be drawn to winners 
and avoid the losers. But in investing, not 
much stays top or bottom of the performance 
tables for long. Today’s dog could be 
tomorrow’s chart-topper, and vice versa.

By only investing in what’s currently 
doing well could mean you might miss 
some top funds of the future. You could 
jump from top performer to top performer, 
but in many cases the best gains will have 
been and gone by the time you invest, 
even worse, you might invest just as the 
performance reaches its peak and turns 
south, which many do.

If you’d invested in the top 10 IA UK All 
Companies funds five years ago (based on 
five-year performance), not one would still 
be in the top 10 today. It’s the same picture 
with the IA Global sector, none of the top 
10 funds five years ago would be in today’s 
top 10*, which highlights very well that 
past performance really isn’t a guide to the 
future.

*Source: Lipper IM to 31/01/2019 
Investments will rise and fall in value, so 
you could get back less than you invest.

The value of your investment and the 
income from it can go down as well as 
up and you may not get back the original 
amount invested. Past performance is 
not a reliable indicator for future results. 
Levels, bases and reliefs from taxation are 
subject to change and their value depends 
on the individual circumstances of the 
investor. Please contact us for further 
information or if you are in any doubt as 
to the suitability of an investment. 

Diversification 

We’ve all heard of the 
term ‘spreading your bets’ 

well this is exactly what 
diversification is all about. 

Past performance isn’t a guide to the future. Source: Lipper IM 31/12/2018

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
UK 57.7 30.8 4.0 22.6 37.3 17.8 15.8 33.1 26.7 -1.7
UK Smaller Companies 52.4 22.9 -1.9 19.0 31.3 10.1 14.4 31.7 24.6 -2.2
Asia Pacific 50.1 21.4 -7.0 16.7 26.2 9.5 9.2 26.6 24.5 -9.0
Corporate Bonds 30.5 19.3 -9.0 15.1 26.1 2.9 4.8 23.6 17.9 -11.0
Europe 19.4 17.7 -11.6 13.1 26 0.6 4.7 16.9 17.4 -11.2
Emerging Markets 19.1 17.3 -15.6 12.5 2.2 0.5 -0.1 11.2 14.1 -11.5
Japan 14.7 8.4 -16.4 7.5 0.4 -0.9 -3.0 9.8 10.1 -11.8
North America -3.4 7.1 -19.1 3.4 -4.2 -1.6 -9.8 8.5 5.1 -12.4



We all appreciate our mortgage is 
probably the largest debt we have, so 

rising interest rates could have a significant 
impact on monthly outgoings. Interest rates 
have remained low since the financial crisis 
of 2008, even following two recent rises of 
0.25% each to the Bank of England (BoE) 
base rate. Mark Carney, the governor of BoE 
has indicated that as the economy improves, 
additional rises are more likely to be just 
around the corner.

If this background is of concern to you 
then it may be time to consider switching to 
a fixed rate mortgage deal, which could give 
you peace of mind.

The level of interest paid on a fixed rate 
mortgage is, as the name suggests, fixed for a 
set period of time. Many fixed deals typically 
last for two, three or five years. The initial 
interest rate on a fixed mortgage product 
is typically slightly higher than alternatives, 
but you don’t have to worry about it 
unexpectedly rising if the BoE raise rates 
during your fixed period.

However both variable and tracker 
mortgages, will rise and fall in line with either 
your lender’s interest rate or that set by the 
BoE. As a result, should interest rates rise, so 
too would your monthly repayments.
Without a fixed rate deal, just how much 
your monthly payments would increase by 

will depend on a range of factors, including 
the amount of outstanding debt and the 
mortgage period.

As an example: If your mortgage is 
£150,000 being repaid over a 20-year period 
with an interest rate of 2.5%, your monthly 
repayment would be around £795. If interest 
rates were to rise by 1% it would increase 
your monthly payment to £870. If interest 
rates were to reach 5%, then you would need 
to be paying £990 each month. This is using 
an additional £75 every month. 

It is important to note that while rises are 
expected, no one knows if they will be small 
or large nor how often, when comparing to 
the recent 0.25% increases in 2017 and 2018.

THE ADVANTAGES OF A FIXED RATE MORTGAGE
PEACE OF MIND: The uncertainty as to whether 
interest rates will rise in the future adds 
financial pressure. A fixed rate mortgage can 
give you confidence in your finances and 
remove such worries. If you prefer to know 
exactly how much you’ll need to pay out each 
month, a fixed rate mortgage may be the best 
option for you.

PLANNING FOR POTENTIAL RISES: Fixing your 
mortgage allows you to take advantage of 
the lower rates for a defined period of time. 
Over the length of your mortgage product 
and you can plan in the interest rate rises at 
the end of the fixed term.

THE DISADVANTAGES OF A FIXED RATE MORTGAGE
HIGHER INITIAL INTEREST RATES: When you fix 
your mortgage rate, you do pay a slight 
premium for the security it provides. Typically, 
the longer you want to fix your rate for, the 
higher the interest rate will be.

LESS FLEXIBILITY: If you move home you may 
not be able to take the fixed rate mortgage 
with you, you may also face additional 
charges should you want to overpay. If 
flexibility is a priority for you, a variable or 
tracker mortgage may suit your lifestyle 
more. It’s important here to carefully check 
the terms of any mortgage contract before 
signing to understand restrictions and 
potential fees you may encounter.

What if interest rates do not rise? There’s no 
guarantee that interest rates will rise. If they 
remain the same, or even decrease, a fixed 
rate mortgage may cost more over the term 
of your mortgage. While signs suggest that 
interest rates could increase, it’s important to 
keep in mind that this may not happen when 
making a decision.

If you’d like to discuss your future mortgage 
needs and wider financial security, please 
contact us.

Your home may be repossessed if you do 
not keep up repayments on your mortgage.

10

Is now a good 
time to fix?

The value of your investment and the income from it can go down as well as up and you may not get back the original amount invested.      
Past performance is not a reliable indicator for future results. Levels, bases and reliefs from taxation are subject to change and their value depends on 
the individual circumstances of the investor. Please contact us for further information or if you are in any doubt as to the suitability of an investment. 

With interest rates remaining low and Brexit moved till October 2019 
or after, will this mean rates will now start to go up? Many believe 
and anticipate that interest rates will start to rise in the near future.  
It could mean repayments on debts will start to creep up soon.
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Many people believe because 
they have accessed their 
pension, they can’t add any 
more money in to it, but 
that’s often not the case.
Being a UK resident under 75, you can still 
pay into a pension and receive tax relief, 
even when you have stopped working.

The new amount you can contribute to 
your pension will depends on whether you 
still have earnings from work and how you 
have drawn from your pension. 

WHY ADD MORE?
1. By paying money into your pension, the 
government automatically adds the basic 
rate tax relief (currently 20%).
2. Should you pay income tax at 40% 
or 45% you can claim back even more 
through your tax return.
3. Normally up to 25% of the money you 
have in a pension can be paid to you tax 
free and the rest taxed as income.
4. You can pass on your pension to your 
loved ones (tax free in some cases) when 
you die. It won’t normally be subject to 
Inheritance Tax.
Tax rules can change and the value 
of the benefits will depend on your 
circumstances. Scottish taxpayers pay 
different rates of tax so the amount they 
can claim back is different.

HOW MUCH CAN I PAY IN IF I’M STILL 
WORKING?
The total amount which can be paid in 
to your pension, including contributions 
made by you and your employer and 
tax relief added by the government, are 
limited by the annual allowance each        
tax year. For most people this is £40,000. 

Certain rules might mean your allowance 
is lower or higher. You normally receive tax 
relief on whatever you pay in, which can be 
as much as you have earnt each tax year, 
up to your annual allowance. 

Taking money out of your pension 
doesn’t necessarily impact how much you 
can pay in. For example, if you have only 
taken your tax-free cash or bought an 
annuity, then nothing changes. You just 
need to be mindful of the tax-free cash 
recycling rule, which aims to stop people 
exploiting pension rules to gain excessive 
tax relief. This can happen when a person’s 
intention is to significantly increase their 
pension contributions as a result of taking 
tax-free cash. 

WHAT DOES THAT MEAN?
Example 1 -  Part A
You’ve taken the tax-free cash from your 
pension using drawdown but haven’t 
made any other withdrawals, so your 
annual allowance is still £40,000. You earn 
£30,000 this tax year and your employer 
pays in £10,000 into your pension. To make 
the most of your allowance, you could pay 
in £24,000 which the government would 
top up with an extra £6,000. 
Example 1  - Part B
If you have accessed your pension flexibly, 
which includes taking a lump sum or 
taking income from flexible drawdown, 
then a different limit applies. The Money 
Purchase Annual Allowance (MPAA) means 
the amount you can pay into personal (e.g. 
self-invested) pensions will be reduced to 
£4,000. Money paid into defined benefit 
(e.g. final salary) pensions isn’t affected      
by this rule. 

Example 2
You’ve taken a lump sum from your 
pension (25% of it was tax free and the 
rest was taxed), so you’ve triggered the 
£4,000 MPAA limit. You earn £30,000 this 
tax year and you’re self-employed. To make 
the most of your allowance, you could 
pay in £3,200 into your personal pension 
and receive £800 in tax relief from the 
government. 

WHAT IF I’M NOT WORKING, OR EARN LESS 
THAN £3,600?
If you have stopped working or earn under 
£3,600 you can still pay in up to £3,600 into 
your pension each tax year, regardless of 
whether you’ve taken money from your 
pension. You can keep doing this until you 
reach 75. Remember, the advantage of 
doing this, which is you get the tax relief 
given by the government, so you’d only 
need to pay in £2,880, and the government 
will automatically add £720 to bring the 
total to £3,600.

With interest rates remaining low and Brexit moved till October 2019 
or after, will this mean rates will now start to go up? Many believe 
and anticipate that interest rates will start to rise in the near future.  
It could mean repayments on debts will start to creep up soon.

Already accessed your pension?
You could still get a 20% boost!

The value of your investment and the 
income from it can go down as well as 
up and you may not get back the original 
amount invested. Past performance is 
not a reliable indicator for future results. 
Levels, bases and reliefs from taxation are 
subject to change and their value depends 
on the individual circumstances of the 
investor. Please contact us for further 
information or if you are in any doubt as 
to the suitability of an investment. 
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Is there ever    
    a wrong time

Now, as hard as that might seem, it could 
be best to ignore the negativity and focus 
on your long-term goals and in the years to 
come you’ll look back and be very pleased 
you did.
THINK LONG NOT SHORT
Investors should have long-term objectives. 
No-one knows whether the stock market 
will be up or down at the end of the year let 
alone what will happen around Brexit. 

That’s why the financial experts say people 
should typically invest for at least five years, 
preferably more. 

Historically, if you’d invested in the 
stock market for 10 years you would have 
outperformed cash 91% of the time. But this 
isn’t a guide to the future and all investments 
can fall in value as well as rise so you could 
get back less than you put in.

YOU HAVE TO BE IN IT, TO WIN IT
Should you have missed the 10 best days in 
the market from 1998 - 2017 you’d have cost 
yourself 166% in lost returns.

Missing 10 out of 5,217 days would have 
halved your return. Instead of growing to 
almost £34,000*, a £10,000 investment grew 
to just over £17,000.

The important point to learn here is that you 
can’t predict when the best days happen.   
So, don’t even try to. You’re more likely to 
miss them. 

The best days have tended to be centred 
around the most difficult moments, when 
there’s little appetite for investment. 

Review your investments, sit tight and 
don’t overreact. Taking a long-term view is a 
sensible approach.

BAD TIMING IS OFTEN BETTER THAN NOTHING 
Who would have thought that the Friday 
before the now infamous Monday 15 
September 2008, the day Lehman Brothers, 
one of the largest banks on Wall Street, went 
bust and then followed by 9 of the 10 worst 
days on the UK stock market in the post-
Lehman period, would have thrown up great 
opportunities for investing. Many people 
thought that investing on the Friday before 
Lehman went bust would have been pretty 
bad timing. But, if you held your nerve, 
£10,000 invested in a large FTSE All-Share 
tracking fund on the Friday 12 September 
2008 would be worth over £14,200 today, and 
you’d have received regular dividends too. 

Reinvest those, and your £10,000 would now 
be worth over £20,700. Please remember 
that past performance isn’t a guide to the 
future and dividends are variable and aren’t 
guaranteed.

Rises and falls are part of life on the stock 
market. An investor who isn’t prepared for 
them is ill-prepared. Events like Lehman or 
Brexit feel dramatic at the time. But over 
the long term, they’re bumps in the road 
although remember it’s possible to get back 
less than you invest. 

Now might not be the best time, but it could 
be the right time to invest.

to invest?
There’s always a reason not to invest. The FTSE is too high or 
it’s Brexit. Next year it’ll be something else. But while you 
may think it might not be the ‘best time’, nobody else can tell 
you when it is, so now could be the right time to invest.

The value of your investment and the 
income from it can go down as well as 
up and you may not get back the original 
amount invested. Past performance is not a 
reliable indicator for future results. Levels, 
bases and reliefs from taxation are subject 
to change and their value depends on the 
individual circumstances of the investor. 
Please contact us for further information or 
if you are in any doubt as to the suitability 
of an investment. 

Source:  * Lipper IM: 19th February 2019
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