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In the first Monday budget since 1962, 
the chancellor Philip Hammond stated 
that this was a “Budget for Britain’s future” 

before proclaiming that the “era of austerity 
is finally coming to an end”. 

Although there were no ground-breaking 
announcements we’ve rounded up some key 
changes in this year’s Budget we think you should 
know and what they could mean for you. 

As these changes suggest nothing is 
certain and pension and tax rules can 
change. Benefits will depend on your 
individual circumstances. 
A BAN ON COLD CALLING FOR PENSIONS 
Good news was announced in the fight 
against fraudsters as the Government 
confirmed it’ll bring forward regulations to 
ban cold calling in relation to pensions. 
LIFETIME ALLOWANCE 
In this budget, the Treasury confirmed that 
the pensions Lifetime Allowance (LTA) will 
rise to £1,055,000 from April next year. 
If you already have LTA protection in place, 
there’s nothing to worry about. You don’t 
need to take any action. For those without 
LTA protection that have pensions whose 
value is close to, or in excess of, the current 
LTA, then this increase is good news as it 
means you could keep more of your money. 
PENSIONS FOR SELF-EMPLOYED 
This winter, the Department for Work and 
Pensions have said they’ll publish a paper 
setting out the Government’s approach to 
increasing pension participation and more 
frequent saving amongst the self-employed. 
PERSONAL TAX BOOST 
From April next year, the personal allowance 
will be increased from £11,850 to £12,500, 
putting an extra £130 in the pocket of a 
typical basic rate tax payer. 
The Higher Rate Threshold (the amount of 
income you earn before you pay the higher 
rate of tax at 40%) will increase to £50,000, 
which means higher earners can keep more 
of what they earn. £730 a year, in fact. 

MORE MONEY FOR SOCIAL CARE 
An additional £650 million in 2019/20 has 
been promised to help councils in England 
meet social care costs. While this is welcome 
news, the Government is yet to release 
further details on longer term reform of the 
social care system. 
INCREASE IN JUNIOR ISA ALLOWANCE 
While the adult ISA allowance remains the 
same (£20,000), the annual allowance for 
Junior ISAs and Child Trust Funds will be 
increased in 2019 in line with inflation, to 
£4,368. It’s currently £4,260. 
ECONOMICS 
Better-than-expected public finances 
means we didn’t see the suggested pension 
changes. We’ve actually seen the purse 
strings loosened, even if just a little. In theory 
that’s good for the economy, but the Office 
for Budget Responsibility (OBR) is still pretty 
downbeat on prospects for our economy. 
Growth for this year has been downgraded, 
but the economics watchdog expects 
growth to bounce back to 1.6% next year. 
DIGITAL SERVICE TAX 
The chancellor announced that, from 2020, 
digital businesses like search engines, social 
media platforms and online market places 
will face a new 2% tax on revenues derived 
from UK users. 

The tax will only target the largest 
businesses – those with global revenues 
of over £500m, and £25m or more linked 
to users in the UK, but could generate tax 
revenue of more than £400m a year by 
2022/23. 

The pre-brexit 
Budget
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REVIEW YOUR CASH STRATEGY?
With interest rates potentially 
having more increases and with 
the uncertainty surrounding Brexit, 
many people are considering the 
role of cash in their portfolio.

Now’s as good a time as any to 
get on top of your cash savings 
and make sure you’re making the 
most of them and try to counter the 
eroding effects of inflation, whilst 
increasing the income earnt from 
them.

This article and our research are 
provided to help you make your 
own decisions. They aren’t personal 
advice. If you’re not sure what 
action to take, please seek advice. 
Remember, over time, inflation 
could mean your money won’t 
stretch as far as it does today.

It’s been almost 10 years, in this time 
period savers have endured ultra-

low interest rates, many savers have 
resided to the fact that they will never 
get a better return on their savings and 
have just accepted they will get next to 
nothing back on their cash.

But while the Bank of England base 
rate is only likely to move upwards slowly 
over the coming months and years, there 
could be some light at the end of the 
tunnel for savers.

The key thing is to realise that low base 
rates are only part of the problem, the 
base rate was cut to 0.5% in March 2009, 
as the Bank of England drove vigorously 
to counteract the global financial crisis. 
But while savings rates fell, the interest 
rate on the average one-year fix was 
still around 3%. Then during 2012 rates 
began to fall dramatically. 

SO, WHAT HAPPENED?
Banks take deposits from savers, 
then use this money to make loans 
to borrowers. They make money by 
charging you a higher interest rate when 
you borrow money than they offer when 
you give them money as savings.

In 2012 the Treasury and the Bank of 
England introduced the Funding for 
Lending scheme. The intention was to 
stimulate the economy by encouraging 

banks and building societies to lend 
more to households and businesses at 
lower interest rates. The scheme allowed 
banks to effectively borrow money 
from the Bank of England at bargain 
basement rates.

But the scheme had an unintended 
consequence. Because they were able to 
borrow money easily and cheaply from 
the Bank of England in order to make 
loans, banks no longer needed to worry 
about the cash from everyday savers. So, 
the interest rates on offer began to drop.

This is the main reason interest rates have 
been so poor for the last five or six years.

With 6 years passing since the Funding 
for Lending Scheme, there is now some 
good news for savers. Interest rates 
offered by banks now look set to rise.

 IS THE FUTURE BRIGHT?

1 In January this year the Funding for 
Lending scheme came to a close. 

While the loans provided by the Bank of 
England last for up to four years, banks 
are going to start needing savers’ cash 
once again as these loans end.

2 The base rate is now rising, albeit 
slowly. Last month the Bank of 

England voted to raise its base rate to 
0.75% and other markets expect another 
rise next year.

3Increased competition. After the 
financial crisis, the government 

changed the rules to encourage 
new banks to compete with the big 
established players. These so-called 
‘challenger’ banks have a focus on digital 
and online banking. As they grow in size 
we expect increased competition to pull 
savings rates upwards.

Good news at last for cash savers
Can anyone remember when savers 
got good interest rates? 

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. 



Women can close the
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A recent study has shown that if 
young women pay into their 

pension schemes in line with the 
government’s auto-enrolment 
contributions, they would end up with 
a pot around 11% less than their male 
colleagues. 

The study by Fidelity found that men 
aged between 25 and 34 working full-
time will, on average, have accumulated 
a pension pot worth £142,836 when 
they reach 68. But the average pension 
pot for full-time working women is 
£126,874.

WHY IS THERE THIS DIFFERENTIAL?
One reason is because some women 
miss out on pension payments if they 
take time off work at the beginning or 
end of their careers. Another is for those 
years when they are working, women 
are more likely to earn less than men. 

Given that women will spend around 
4 years longer in retirement than the 
average man, women will need to be 
pension savvy to overcome this shortfall 
of retirement savings.

Women therefore need to build up 
bigger savings pots than men. It means 
pensions savings should be a priority, 
even during their most expensive times 
of life.

Thanks to the introduction of auto-
enrolment, the percentage of women 
employed in the private sector with a 
workplace pension has nearly doubled 
since 2012. But there’s still a big 

difference between the size of men and 
women’s pension pots and this will not 
ever change unless women plan better 
for their futures in retirement. 

HOW DO I CATCH UP?
Savvy investors can close the gender pension 
gap. Depending on their age, if they 
increase their pension contributions by 
a small amount they could close this 
gap more easily than first thought. 

For instance, if a woman aged 29 
increases her pension contributions 
by an additional 1% of her salary and 
retires at 68, this gap could be closed. 
Based on the average salary for women, 
this would work out at just £35 per 
month. 

The above example shows that a 
small amount extra added now can 
make a significant difference and if this 
is regular per month throughout their 
working life, they can close the gap with 
men, and secure a more comfortable 
retirement.

Women make good investors
Although there’s a clear difference 
between men and women’s pension 
pots, when it comes to investing, women 
may actually have the upper hand. 
There is now evidence to suggest that 
females have out performed men with 
their investments which saw the value 
of their investments grow 0.78% faster 
than their male counterparts over a 3 
year period.

If that performance was repeated 
every year for 30 years women would, 
on average, end up with around 20% 
more than men. If they topped up their 
pension and invested wisely, they could 
not only close the pension gap, but beat it.

Remember, there are no guarantees 
that past performance can be repeated. 
Investments can fall as well as rise in 
value so you could get back less than 
you put in. 

WHAT SHOULD I DO TO CONTRIBUTE MORE TO 
MY PENSION?
Talk to your employer about increasing 
your contributions, even by a small 
amount, this could make it even more 
worthwhile when you come to retire.
Alternatively, you can open a SIPP (Self 
Invested Personal Pension) and set up 
a regular direct debit or make one-off 
contributions whenever you can. 

Remember you can’t access 
money in your pension until      
age 55 (57 from 2028).

gender 
pension gap
It’s pretty well documented that 
on average women live longer 
than men. But when it comes    
to retirement, women lose            
out due to the gender                  
pay gap. 

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. 



Are you unprotected?
Recent research carried out by 

Opinium Research during April 
2018 and figures gained from the 

ONS (Office for National Statistics) showed 
that people in Britain are under-protected 
should serious illness occur. More than a 
fifth of people admitting their household 
wouldn’t financially be able to survive if 
they lost their income due to long-term 
illness, with It being estimated that fewer 
than one in ten have any kind of critical 
illness policy.

Taking out life insurance in the UK 
seems to be falling down the list of 
priorities for many people, with just 
27% having a life policy, equivalent to 
14 million people. Apparently, this has 
dropped by 7% when compared with 
2017.

KNIFE-EDGE POSITION
There is believed to be around 40% of 
UK households being reliant on just one 
income. This shows that families are on an 
ill health knife-edge of being reliant on a 
single income, it’s clear that many don’t 
have sufficient savings, even though they 
believe they could use them to help in the 
shorter term if they or their partner were 
ill and unable to work, a third admit their 
savings would last no more than three 
months if unable to work, and more than 
half  say they’d last no longer than a year. 
Thirty percent say they are not saving any 
money at all.

Two people in every ten say they 
would rely on state benefits if they or 
their partner were unable to work for six 
months, but recent welfare reforms are 
resulting in significant changes to benefits 

such as child and working tax credits, 
income-based job seeker’s allowance, 
income support, housing benefits, and 
bereavement benefits.

FAMILIES AT RISK
Delving deeper, some people are 
leaving themselves and their families 
unprepared for other aspects of illness 
or bereavement. One in five people 
have no idea who would look after 
them them if they fell ill, and almost half 
don’t have a Will for protection or the 
power of attorney, guardianship or trust 
arrangement in place for their families.
When asked why they haven’t taken out 
life or critical illness insurance, almost 
a third of the UK’s primary wage/salary 
earners say they don’t feel the need for 
this kind of cover.

UK’S PROTECTION SHORTFALL
So why are people not insuring 
themselves adequately? The research 
revealed that a lack of trust and 
understanding could be contributing 
to the UK’s protection gap. On average, 
people think that only a third of individual 
protection claims are paid out by 
insurance providers each year, based on 
the misconception that insurers wriggle 
and don’t pay out. In reality, however, 
virtually all protection insurance claims 
97.8% were paid in 2017, according to the 
Association of British Insurers (ABI). 

In addition, almost 78% of people are 
unaware that cover often comes with 
practical advice and emotional care, as 
well as financial support, without having 
to make a claim.

The hard truth is that today’s society are 
more likely to insure their mobile phones 
than their own health. On a societal level, 
we increasingly think in the short-term, 
caring more about tangible assets in our 
busy day-to-day lives. As humans in a 
hurry we are fundamentally programmed 
not to think about the worst that could 
happen. Together, these are dangerous 
inclinations, as people aren’t thinking about 
insuring their health or life until the accident 
has happened or ill health has struck.
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“The hard truth 
is that today’s 
society are more 
likely to insure 
their mobile 
phones than their 
own health”

Source data:
[1] 2017 ONS data shows there are 51,767,000 adults in the UK. 27% of people have a life insurance policy in 
2018, amounting to 13,977,090 people. 34% of people had life insurance in 2017, totalling 17,600,780 people.
[2] This amounts for a difference of 3,623,690.
[3] 2017 ONS data shows there are 51,767,000 adults in the UK. 30% of people say they aren’t saving at all – 
amounting to 15,530,100 people.
[4] Association of British Insurers (ABI) and Group Risk Development (GRiD), April 2018
All figures, unless otherwise stated, are from Opinium Research. The survey was conducted online between      
5th and 12th April, 2018, with a sample of 5,022 nationally representative UK adults. 



You could help you children 
have a £1 million pension

With auto-enrolment now in full swing, the 
subject of saving for future retirement has 
never been more relevant for the younger 

generation. Research suggests that most people are 
not saving enough money to achieve the lifestyle they 
imagine when they retire, indicating that more than a 
few future retirees will experience a shortfall, with past 
research from Hymans indicating a UK-wide shortfall of 
£5 trillion.

Parents or grandparents, using current gifting rules 
and tax efficient saving schemes could help secure a 
child’s future once they finish work or help get them on 
to the property ladder.

Research from Aegon indicated that 12 million people 
are not saving enough to provide the income they 
require in retirement, with many incorrectly estimating 
the sums required to generate an income in retirement. 
Aegon’s analysis found that people on average earnings 
required a pension in the region of £302K to maintain 
their lifestyle in retirement. Future retirees that are 
planning to use their years after work to travel and new 
activities and hobbies without the restrictions of work 
will need significantly more.

Parents and grandparents are very aware of the 
increasing financial difficulties being faced by the young 
with the rising cost of living, the challenges of getting 
on the property ladder and student debt increasing, 
helping children and grandchildren experience long-
term financial security is becoming a very common goal. 

The good news is that with a bit of forward planning 
it is possible to help your child or grandchild have the 
means to purchase a property in adulthood or even 
secure them a £1 million pension.

Rather than leaving your loved ones an inheritance, 
which may be subject to Inheritance Tax (IHT), you can 
use your money now to help children build wealth while 
you are still alive. It gives you the chance to firstly leave 
a larger legacy to them and to see your loved ones enjoy 
your generosity while you are still with them. With IHT 
reaching record levels last year, it’s an option which 
needs exploring, especially when you consider figures 

released recently showing record levels of inheritance 
tax were paid last year, topping £5.2 billion. As more and 
more people are caught in the net of inheritance tax, it’s 
more important than ever to make use of the allowances 
the Government hands you.

USE YOUR GIFTING ALLOWANCE
If you’re worried about your children and grandchildren 
facing a significant IHT bill when you pass away, then 
using your gifting allowance now and carefully can 
put your mind at ease. It’s a way for you to pass on 
substantial sums over time without being subject to IHT.

Each individual parent or grandparent has an annual 
gifting allowance of £3,000, this is money that will 
always be free from IHT. Should you decide to gift over 
£3,000 annually, then be aware of the seven-year rule. 
Should you die within seven years of a monetary gift 
being received that went beyond the gifting allowance, 
IHT may need to be paid.

By making full use of the annual £3,000 gifting 
allowance to help children, AJ Bell has calculated that 
families could save £43,000 in IHT if both parents and 
grandparents use it to build wealth over an 18-year period.

WHERE DO YOU PUT GIFTED MONEY?
If both parents and grandparents maximise their gifting 
allowance from the first year of a child’s life right through 
to reaching 18, the child will have accumulated £108,000 
before they even leave compulsory education. So where 
should you hold this money to ensure it benefits them in 
the long-term?

There are two potential options to consider, a pension 
and a Junior ISA, depending on how you want the 
money to be used and accessed.
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Making full use of your gifting allowance could mean that you 
are able to leave your children or grandchildren a significant, 
tax-free gift when you die in the region of a £1 million pension.

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. 



You could help you children 
have a £1 million pension

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. 

JUNIOR PENSIONS
You can start saving for your child’s future right away with 
a pension. For children, contributions to a pension benefit 
from 20% tax relief up to a maximum annual contribution of 
£3,600, which means should you contribute £2,880 on behalf 
of your child or grandchild, they will receive tax relief from the 
government of £720 (which is effectively ‘free money’). Figures 
show you end up with a sum of £64,800 over an 18-year span. 
Assuming returns of 5% after charges, your child’s pension will 
have reached £105,197 before they start their working life.
Without any further contributions, these figures indicate that 
after 46 years the pension will reach the £1 million milestone, 
allowing your child to comfortably retire and enjoy their later 
years by the age of 64.It needs to be stated that this is just a 
guide of what could be possible, of course, there is no guarantee 
that this will be the actual amount that will be in your child’s 
pension. A range of different factors, including rate of return 
and charges levied, have an impact and need to be considered.
But when we consider the growing savings gap in the UK, a 
£1 million pension pot is an amazing thought and to create 
anything remotely like it for your child will give them one less 
thing to worry about as they grow older.
Also, it’s worth remembering that, the child’s pension pot should 
continue to grow, for example, through workplace contributions.

However, one area to be mindful of is ensuring that they don’t 
end up breaching their Lifetime Allowance on their pension. 
This is currently set at £1.03 million but it is a figure that will rise 
alongside the cost of living as it is index linked.

JUNIOR ISA
If you would like to ensure your child or grandchild has 
significant financial security before they reach the age of 18 but 
don’t want the limitations of a pension, a Junior ISA could prove 
the better option. Rather than having to wait until retirement, 
the child is able to access the money once they reach adulthood, 
which makes it an excellent option for providing support to get 
on the housing ladder.
Junior ISAs can be used from birth up to the age of 18, with an 
annual contribution limit of £4,260. If you only used your £3,000 
gifting allowance and made yearly deposits in an account that 
benefitted from 5% interest rates, the sum would total £87,664, 
which would be tax free to withdraw. Alternatively, if the 
account was left accumulating interest with no more deposits 
added to it for a further decade, it would reach around £144,000.
Get in touch with us to discuss the most tax efficient way to 
gift and maximise your legacy with securing your children or 
grandchildren’s future in mind.
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Do you know the value of your
pension savings?

We are constantly told we 
are all living longer and 

if true this means we need to 
provide income of some kind 
for more years than we first 
though, so basically, we all 
need to save more. But because 
there’s always something more 
urgent to pay or save for, it’s 
something that many of us 
rarely address.
It is thought that some 75% of people 
aged 45 or over are longing for the day 
when their life is no longer constrained 
by their working environment. Yet despite 
this desire to retire, many people who are 
over 45 with a pension have no idea how 
much it is currently worth and that more 
women than men don’t know the value of 
their own pension savings. Additionally, 
a high proportion of people aged over 45 

still don’t have a pension in place yet, 
other than perhaps the beginning of auto 
enrolment. 

HOPING FOR A SHIFT IN LIFESTYLE
Many people who are now over 45 are 
hoping for a nice shift in lifestyle, keen 
to retire early before the State Pension 
age kicks in. But without taking proactive 
steps by increasing how much they are 
investing in their pension when they’ve 
been able to in order to help make this 
happen, a bump down to earth is more 
likely.
Once people reach the age of 55 (age 57 
from 2028), they can benefit from pension 
freedoms which allow them to begin the 
process of withdrawing money from their 
pension savings if they should wish to. It’s 
a point at which some key decisions can 
be made, and the importance of knowing 
the value of their pension ensures they 
don’t get it wrong. But even among this 
group of people aged 55–64, some 45% still 
have their eyes pretty much closed by not 
knowing what their pension savings are worth.

FUTURE LIFE AFTER WORK 
Retirement is always being reformed and 
is constantly changing, and life after work 
in the future will not look the same as it 
did for our parents or even their parents. 

But while many of us dream of what we’re 
going to do when we retire, without a 
plan in place, these dreams are likely to be 
less than expected.
Once you stop working, income from 
employment stops and its now becomes 
very difficult to boost your savings than 
it is was when you worked. So, everyone 
needs to really understand how they are 
progressing and make plans for building 
up their life savings while they are best 
able which will make a real difference 
to their retirement lifestyles. Almost all 
employers now have workplace pensions 
which include an employer contribution, 
which is a very good place to start.

Please contact us if you’d like 
to discuss your pension with an 
adviser.

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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With ethical investing you can’t 
normally beat the market.
Many ethical investors exclude the tobacco, 
mining and oil sectors but they do carry 
well-established reputations as profitable 
places to put your money. This is built on 
very impressive long-term track records.
This reasoning might make you wonder 
how it can’t be possible to beat the market 
if you ignore these sectors, especially as 
they can contribute nearly a quarter of the 
FTSE 100 benchmark. 

Don’t get too downbeat on this because 
history tells us the big boys like British 
American Tobacco, BP and Royal Dutch 
Shell shouldn’t be thought of as one-way 
bets.

You only have to cast your mind back to 
the Gulf of Mexico spill which put BP shares 
into a dive in 2010 and a few years later 
falling prices meant oil & gas was one of 
the worst performing sectors of 2014 and 
2015. 

Tobacco is also not without its problems 
either, with the introduction of new types 
of smoking devices which threaten the 
industry and tougher regulations and 
falling sales remain concerns. 

The average investor has been better off 
without any exposure to the sector in these 
last couple of years. 

Other sectors within the consumer 
goods arena have seen their shares 
rise. Prime examples are Sky, Unilever, 
Whitbread, these feature on the 
FTSE4Good index (an index of ethical 
companies, chosen by the FTSE group).

Of course, the past performance of a 
company shouldn’t be used as a guide to 
what might happen in the future. But if you 
think ethical investing cannot do well in 
the market, you could be wrong.

SUSTAINABILITY COMES AT THE EXPENSE OF 
PROFITS
It’s easy to see how it might be believed to 
cost more to be responsible in business, 
after all paying workers higher salaries 
could remove cash flows.

Companies which look after their 
workforce, with increased pay, flexible 
working hours, medical and education 
benefits actually benefit in other profit-
based ways like increasing staff retention 
and efficiency.

We have all heard about Amazon’s 
working practices, which are not liked by 
everyone, but they will pay up to 95% of 
the costs of studying for a degree. While 
others like Google offer gyms and free food 
on hand for their staff. 

On the other hand, cost cutting 
strategies or focusing on short-term profits 
can come home to roost.

Mining giant BHP Billiton has paid out 
billions in the years since the Samarco 
dam disaster in Brazil, while regulatory 
fines on the back of PPI and US mortgage 
mis-selling has seen billions of loans as ‘bail 
outs’ to the banks.

The best way of finding out about a 
company’s ethical stand point and what it 
does to tackle issues like its environmental 
impact and employee wellbeing in its 
annual report. 

ETHICAL INVESTORS ONLY HAVE LIMITED 
OPTIONS TO SELECT FROM
The limits are only as severe as you want 
them to be. That’s because with ethical 
investing, you choose what makes you 
happy about the environment as you 
picture it.

It’s up to you what you invest in, and 
what you choose to avoid. You don’t need 
to automatically discount any particular 
sector. 

For instance, if you only invest in what 
you consider the best of the available 
options, rather than ruling out entire 
sectors. This might mean picking the oil 
company with the best safety record, or the 
miner with the best environmental record.
The ability to set your own rules makes 
ethical investing more flexible than you 
might think.

As people become more aware of their world, they want to make decisions which 
will enhance the feeling of helping the environment, this feeling is now moving 

into ethical investing. But there are still some common misconceptions that need 
understanding before you take this environmental investment plunge.

Ethical investing 
myths

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. 



If you’re anything like most people you 
probably don’t spend a lot of time 
planning your savings, but much more 

time thinking about your bills and expenses.
But should that need for cash at a fixed 

date in the future come along, your savings 
can be your saviour and using fixed term 
savings rather than easy access can give you 
a much better return. 

Putting this into everyday terms, the 
average wedding currently costs £27,161, so 
lots of people will need to save up for their 
wedding for a good number of years. The 
reality hits as you start booking the venue, 
photographer and caterers, where you have 
to pay a large deposit up front, but you 
won’t normally have to pay the even larger 
balance until closer to the big day. 

Such an example shows that this is where 
fixed term savings can really come to the 
fore. Say you’re booking now for a wedding 
in a year’s time, you could a fixed one-year 
interest term scheme to get your cash 
working as hard as possible until you need it.

Placing it in such a term deal will ensure 
you don’t spend it on anything else, there 
are currently some rates of up to 2.02% 
AER*/Gross** over twelve months on 
such a scheme, which would net you the 
equivalent of around £202 in interest for 
every £10,000 saved, or put another way, 
cover the cost of an extra couple of guests.

*AER (Annual Equivalent Rate) Shows 
what the interest rate would be if interest 
was paid and compounded once each year. 
It helps you compare the interest rates on 
different savings products.

**Gross is the interest rate without any 
tax removed. Interest is paid gross. You 
are responsible for paying any tax due on 
interest that exceeds your Personal Savings 
Allowance to HM Revenue & Customs.

Interest rates may be subject to change 
and depend on individual circumstances. 

Fixed term savings are not only useful for 
weddings, they can be useful in a number 
of others ways too like anyone looking to 
buy a house who needs a short-term savings 
account for their deposit.

SAVINGS ON YOUR TAX BILL
You can submit your annual self-

assessment tax form by paper in the post or 
you can submit your tax return online, you 
can normally wait until the end of January 
before paying any tax due. So with the tax 
year ending on 5 April each year that gives 
roughly six months where you could put any 
money set aside to work, and any interest 
you earn effectively gives you a discount on 
your tax bill.

MORE CASH FOR SCHOOL FEES 
Parents who have children in private 
education always feel the cost of rising 
school fees. Many will also be thinking 
about budgeting to pay for these increasing 
fees in future.

Fixed term savings can really help here, by 
plugging any gaps and helping where and 
when you will need it. You can use fixed 
terms savings to make a savings portfolio, 
where your savings mature when you need 
to pay school fees. This way you can earn a 
much better interest rate than leaving your 
savings purely in easy access.

REGULAR PATTERN HOLIDAYS
It doesn’t always have to be business, you 
can use fixed term savings for holidays.  If 
you tend to repeat holidays, like the same 
month, place, same type of holiday you 
could cut the cost by earning some extra 
interest on your holiday money.

You usually need to pay a deposit up 
front, but you don’t normally pay the 
balance until nearer the time when you jet 
off. So why not plan and put your holiday 
savings in a fixed rate, and any interest 
you earn can cover the cost of some nice 
rewarding little extras.
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“Getting the balance 
between ‘ready’ cash and 
cash set aside for the long 
term can be your best 
decision ever.” 

Are your savings in a 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. 
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We all have to cover monthly bills and 
none of us like worrying about how we 

will meet this burden but there is a way you 
can cover some of your bills for life once you 
draw your pension. 

From age 55 (57 from 2028), you have 
the option of buying an annuity with some 
of your pension. In return, you get a fixed 
income for life. 

How much of your pension pot you use 
to buy an annuity is your decision. You don’t 
have to use all of your pension, you can just 
use some of it to cover your essential bills in 
retirement. 

No one really knows how much it will 
cost to cover the essential bills, to help you 
can use a household budget calculator to 
estimate how much you might need for these 
bills in retirement. 

Table 1 below shows how much, on 
average, a retired couple spends on some 
of their bills each year. In this example an 
annuity quote tool has been used to find out 
how much an annuity would cost to cover 

these bills for life. All the quotes include 
joint life terms and RPI (Retail Price Index) 
escalation. This means the initial annuity 
income is lower, but the annuity will continue 
to be paid to the annuitant’s spouse if they 
die before them and the level of income will 
rise in line with inflation.

If table 1 shows how much it would cost to 
cover the basic bills then how much does it 
cost to cover life’s more enjoyable expenses 
such as: holidays, eating dinner out, alcohol, 
and birthday presents for the grandchildren, 
all those more enjoyable expenses add up. 
But there’s nothing stopping an annuity from 
covering these too. Table 2 shows how much 
you would need on average.

YOU MAY BE ABLE TO RECEIVE A HIGHER 
ANNUITY INCOME?
By adding your health and lifestyle details 
when you apply for annuity quotes, you could 
qualify for a higher income. It is thought that 
more than half of all annuity clients qualified 
for higher incomes by giving more accurate 
details about their health and lifestyle. 

People wrongly believe that you have to be 
ill to qualify, this is not always the case, in 
fact if you smoke, drink alcohol regularly, are 
over or underweight or take any prescribed 
medication it may be possible to increase 
your annuity income. 

WHAT HELP IS AVAILABLE?
Deciding what to do with your pension 
is a very important decision. We strongly 
recommend you understand your options 
and check your chosen option is the right 
one for you and your circumstances. Always 
take professional advice or guidance if you 
have any doubt or are unsure. 

The government provides a free and 
impartial service called Pension Wise to help 
you understand your retirement options.

This article is not personal advice. We offer a 
range of information and support to help you 
plan your own finances. 
 

retirement bills for good

Plan to 
cover your

Average annual 
spending by              
retired couples

Amount of pension 
needed to buy enough 
annuity income

Household 
repairs £588 £26,000

Insurance 
products £910 £40,000

Electricity, gas 
and other fuels £1,321 £57,000

Food shopping £2,943 £126,000

Average annual spend from Office for National Statistics (ONS).                                
Data based on the average spending by respondents between 2015 and 2017. 
All annuity quotes generated on 4 September 2018. They’re based on a healthy 
65 year old living in an average postcode and a spouse who is 62 years old. 
The annuity is paid monthly in advance. It is a 100% joint life annuity that will 
rise in line with RPI. The amount of income you could receive will depend on 
your circumstances. Annuity quotes are only guaranteed for a limited time and 
annuity rates change frequently and may go up or down in future.

Table 1
Average annual 
spending by              
retired couples

Amount of pension 
needed to buy enough 
annuity income

Cash gifts £738 £32,000

Alcohol £858 £38,000

Restaurant and 
café meals £1,019 £44,000

Package 
holidays £1,955 £81,000

Quotes generated on 4 September 2018 using an annuity quote tool.               
They’re based on a healthy 65 year old living in an average postcode and a 
spouse who is 62 years old. The annuity is paid monthly in advance and is a 
100% joint life annuity that will rise in line with RPI.

Table 2
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Mortgage 
comfortable?

BOOST YOUR PENSION BY REDIRECTING 
YOUR MORTGAGE PAYMENTS 

You can use any online pension calculator 
to see how adding some extra cash each 
month could significantly boost your 
savings.

The Halifax carried out a recent study 
and the findings suggested the average 
monthly mortgage payment is £669. Now, 
imagine instead of paying this to your 
mortgage lender, putting this money into 
your pension pot.

When you add money to your pension 
the government adds 20% more as tax 
relief. So, if you put £500 into your pension, 
the government will add 20% to your 
pension if you are a basic rate tax payer. 
That’s an extra £100, bringing the total 
amount to £600. 

Saving this amount extra each month for 
one year would boost your pension pot by 
£7,200. That’s an extra £72,000 towards your 
retirement if you do it for ten years.

You must be under 75 to receive tax relief 
and limits apply to the amount you can 
pay in. Tax rules can change and benefits 
depend on your circumstances. 

HIGHER AND ADDITIONAL RATE TAX PAYERS 
COULD RECEIVE MORE TAX RELIEF
If you pay 40% income tax, you can claim 
back up to an extra 20% on your tax return. 
That means a £10,000 pension contribution 
could effectively only cost you £6,000. If 
you’re a 45% taxpayer, you can claim back 
up to 25% on your tax return. You must pay 
sufficient tax at the higher or top-rate to 
claim the full 40% or 45% tax relief.
If you’re a Scottish taxpayer, you can claim 
up to 46% tax relief. 

HOW DO I ADD MONEY TO MY PENSION?
First, talk to your employer about increasing 
your contributions. Some employers may 
offer to match your contribution, which 
could make it even more worthwhile. Also 
ensure you are taking advantage of any 

employer pension contributions on offer 
before considering other pension options. 

You can also open a SIPP (Self-Invested 
Personal Pension) and set up a regular 
direct debit or make one-off contributions 
whenever you can.  But remember tax relief 
can only be claimed from one pension per 
year, also money in a pension can’t usually 
be accessed until you’re 55 (57 from 2028). 
All investments can go up or down in value 
so you could get back less than you invest.

If you are now in that very enviable position of being mortgage comfortable, you now have 
additional cash to play with, so what could you do with it to improve financial position 

further. Maybe when you were paying higher mortgage costs per month, re-directing these 
payments into your pension might not have been too high on your list. But now you could 
boost your income for retirement by doing just that. 

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. 

McPhersons Financial Solutions
c/o 50 Havelock Rd, Hastings, East Sussex, TN34 1BE. Phone 01424 730000


