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Editorial

Welcome ReTIRemeNT
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P
ension legislation is always 
on the move and keeping 
up to date with the latest 
changes could open up 

new opportunities for you in 
retirement. In April 2011, some 
of the most significant changes in 
pension legislation for five years 
were announced. On page 05 we 
discuss the main areas to consider 
when planning for the future so 
you can achieve your retirement 
needs more successfully.  

Picking the right balance of 
assets for your portfolio depends 
upon your own risk profile. One 
way to protect your portfolio is 
to spread your risk by diversifying 
across several different types of 
investment funds and classes of 
securities and localities in order to 
distribute and control risk. Read 
the full article on page 07.

In a low gilt yield environment, 
having flexibility within a pension 
arrangement can make a big 
difference. On page 09 we look at 
options that include either delaying 
taking pension benefits until the 
situation improves, or phasing 
money into drawdown, to benefit 
from any potential upturn.

A full list of all the articles 
featured in this edition appears on 
page 03. n

Content of the articles featured in this 
publication is for your general information 
and use only and is not intended to address 
your particular requirements. They should 
not be relied upon in their entirety and 
shall not be deemed to be, or constitute, 
advice. Although endeavours have been 
made to provide accurate and timely 
information, there can be no guarantee 
that such information is accurate as of the 
date it is received or that it will continue to 
be accurate in the future. No individual or 
company should act upon such information 
without receiving appropriate professional 
advice after a thorough examination of 
their particular situation. We cannot accept 
responsibility for any loss as a result of 
acts or omissions taken in respect of any 
articles. Thresholds, percentage rates and tax 
legislation may change in subsequent Finance 
Acts. Levels and bases of and reliefs from 
taxation are subject to change and their value 
depends on the individual circumstances of 
the investor. The value of your investments 
can go down as well as up and you may get 
back less than you invested. 

The closer you get to retirement  
the greater the need to talk to us

Whatever the answer, it’s not too late to 
boost your retirement savings. The closer 
you get to retiring the greater the need to 
preserve your savings and ensure they will last 
all through your retirement. 

We can help you assess whether you need 
to make changes to your investments as you 
approach retirement.

Investing in non-pension savings will 
enable you to use these to supplement 
your pension income – and still access your 
money if you need to. 

Having the right mix of investments will help 
your savings outpace inflation. 

If you are approaching retirement you will 
generally be able to take up to 25 per cent 
of your pension fund as a tax-free lump 
sum. This could be used to supplement 
your retirement income by reinvesting in a 
flexible investment. 

Wherever you are with your retirement 
savings, don’t be put off from taking action – 
there are still steps you could take to boost the 
income you’ll get when you retire.  n

A pension is a long-term investment. The fund 

value may fluctuate and can go down as well 

as up. You may not get back your original 

investment. Past performance is not an indication 

of future performance. Tax benefits may vary as 

a result of statutory change and their value will 

depend on individual circumstances. Thresholds, 

percentage rates and tax legislation may change in 

subsequent Finance Acts.

WanT To discover WhaT 
The fuTure Will look like?
EvEn if your pEnsion is up And 
running, thAt’s not thE End of 
thE story. it’s importAnt thAt 
you rEviEw your pAymEnts, 
pArticulArly if you hAvE A 
chAngE of circumstAncEs. if 
you don’t know how your 
pEnsion’s doing, you cAn’t 
know whAt your futurE will 
look likE. to discuss how 
wE could hElp you plAn for 
rEtirEmEnt, plEAsE contAct us 
for furthEr informAtion.

Retirement is something we all look forward to and, even if it  
seems a long way off, the crucial question is ‘Do you have enough  
saved for a comfortable retirement?’ 

Are you saving  
enough now to live  
well in years to come?
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n Arranging a financial wealth check
n Building an investment portfolio
n Generating a bigger retirement income
n Off-shore investments
n Tax-efficient investments
n Family protection in the event of premature death
n Protection against the loss of regular income
n Providing a capital sum if I’m diagnosed with serious illness
n Provision for long-term health care
n School fees/further education funding
n Protecting my estate from inheritance tax
n Capital gains tax planning
n Corporation tax/income tax planning
n Director and employee benefit schemes
n Other (please specify)

Name

Address  

    

Postcode

Tel. (home)  

Tel. (work)

Mobile   

Email

FOR MORE INFORMATION PlEASE TICK THE APPROPRIATE BOx OR BOxES BElOW,  
INCluDE yOuR PERSONAl DETAIlS AND RETuRN THIS INFORMATION DIRECTly TO uS.

you voluntarily choose to provide your personal details. Personal information will be treated as confidential by us and held in accordance with the Data  
Protection Act. you agree that such personal information may be used to provide you with details and products or services in writing or by telephone or email.

wAnt to mAkE morE 

of youR moNey IN 2012?

ARe you sAvINg eNough 
NoW To lIve Well IN  
yeARs To come?
The closer you get to retirement the  
greater the need to talk to us 

eRAdIcATe ANy fINANcIAl 
WoRRIes by PRoTecTINg  
youR INcome
Choosing the right solutions that are 
most relevant to your current lifestyle 
is the key 

Is IT TIme To geT moRe 
flexIble WITh youR moNey?
Remove the cap on the retirement 
income you can take 

WhAT The chANcelloR  
hAd To sAy
Creating a stable economy, a fairer, 
more efficient and simpler tax system 
and further reforms to support growth 

PIckINg The RIghT bAlANce of 
AsseTs foR youR PoRTfolIo
Keeping track of lots of individual 
assets can be a daunting task 
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AuTomATIc  
PeNsIoN eNRolmeNT
latest delay scarcely made the news 

AlTeRNATIves To helP PeoPle 
ImPRove INcome levels
Valuable planning opportunities in a 
retirement market where the gilt yield 
has declined 

‘WIll’ youR loved oNes geT 
youR INheRITANce?
Make sure you avoid unnecessary legal 
complications and emotional hardship
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Why shopping around for an annuity 
could increase your income 
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oR To obTAIN 
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coNTAcT us
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PRoTecTIoN

Eradicate any financial worries  
by protecting your income
Choosing the right solutions that are most relevant to your current lifestyle is the key

A little forward planning now could 
provide you or your family with a regular 
income or cash lump sum at a time when 
financial worries should be the last thing 
on your minds. 

There are a number of different 
solutions to choose from. In an ideal 
world we’d be able to afford them all. 
But with so many other everyday financial 
responsibilities, it’s better to choose 
the ones that are most relevant to your 
lifestyle now. Then, as your needs change, 
you can change the type of protection 
that you have in place.

INcome PRoTecTIoN mATTeRs 
Income protection insurance is designed 
to provide you with a guaranteed regular 
income if you’re too ill to work due to 
sickness or injury. you usually continue to 
receive this regular income until you’re well 
enough to return to work. you’ll often find 
income protection referred to as permanent 
health insurance, income replacement 

insurance or long-term disability cover  
– but they basically do the same thing. 

When you buy income protection 
you choose how much income you 
want to receive. The maximum income 
is typically up to 65 per cent of your 
earned income. The payments are tax-
free though, so the shortfall might not 
be as much as you think.  

you need to choose when you want the 
regular payments to start should you have 
to make a claim, so you need to include 
any payments from your employer. Income 
protection typically pays out until you retire 
or you recover but you can choose to stop 
it earlier, perhaps once a mortgage has 
been paid off. Payments will also stop if 
you do go back to work. If you were to fall 
ill again you may be able to claim again.

The cRITIcAl fAcToR
How would you cope financially if you 
were suddenly diagnosed with a critical 
illness and what effect would it have on 

your lifestyle? Critical illness insurance can 
pay out a tax-free cash sum should the 
insured person be diagnosed with one 
of a range of specified critical illnesses 
while the policy is in force. Critical illness 
cover can be either arranged on its own 
or included as part of other forms of 
insurance, such as life cover.

Critical illness polices can vary in  
the illnesses they cover but most cover 
illnesses which are consistent with the 
Association of British Insurers’ list of 
critical illnesses. These include cancer, 
heart attack and stroke.

you can choose the length of time 
you want the policy to run for – many 
will stop when you reach 70 years of 
age – but it could coincide with the end 
of your mortgage or children finishing 
school or university. n 

Most of us don’t like to think about how we would manage if 

we were ill and unable to work. But it’s important to sit down 

and think about the future in this way, if only to give both you 

and your loved ones peace of mind. 

NO MATTER WHAT yOuR FINANCIAl 
CIRCuMSTANCES ARE, IT’S uSuAlly 
BETTER TO HAVE SOME PROTECTION 
INSuRANCE IN PlACE RATHER THAN 
NONE, AND yOu SHOulD INCREASE OR 
CHANGE THE TyPE OF COVER yOu HAVE 
AS yOuR FINANCIAl AND PERSONAl 
CIRCuMSTANCES CHANGE. TO DISCuSS 
yOuR OPTIONS, PlEASE CONTACT uS. 
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Is it time to get more  
flexible with your money?
Remove the cap on the retirement income you can take

gAININg moRe coNTRol
Many of these changes were designed to 
limit what the government clearly sees 
as over-generous tax relief concessions. 
But other changes have created the very 
appealing prospect, for people aged 
55 or more, of gaining more control 
over when and how they can use their 
retirement savings.

under the current rules, if you meet 
certain eligibility criteria, you can now 
take as much as you want from your 
pension without the maximum income 
restrictions that apply to conventional 
drawdown arrangements. To be eligible 
for this facility – known as ‘flexible 
drawdown’ – you have to show that you 
already have a ‘secure pension income’ 
of £20,000.

eNhANced dRAWdoWN fAcIlITIes
While, for many people, buying an annuity 
is likely to remain the most appropriate 
method of accessing their pension income, 
some will want to take advantage of these 
enhanced drawdown facilities. 

Flexible drawdown could, for 
example, be used to meet one-off large 
expenditure items as they arise or to 
optimise your tax liabilities. It could also 
be a way to pass money through the 
generations, either by ‘gifting’ regular 
payments, for example into trusts, or as 
pension contributions to children using 
‘normal expenditure’ rules so as to help 
avoid Inheritance Tax. 

PAyINg INcome TAx
In moving money out of your pension 
fund before you die, you will be paying 
Income Tax on such payments but at a 
rate that is lower than the 55 per cent tax 
charge payable on a lump-sum payment 
from your pension fund should you die.

Another age-restricted benefit 
where the rules have been eased is 
the opportunity to take tax-free cash – 
typically a quarter of your pension pot – 
when you first start to take your pension 
benefits. until April 2011, if you hadn’t 
taken your tax-free cash by age 75, 
you lost the chance to do so. Now that 
restriction is removed too.

PeNsIoN coNTRAcT
Depending on your circumstances, all 
these changes may well sound like good 
news, but there’s one important thing 
to be aware of. Just because the rules 
about when and how you take 
pension benefits have 
changed, it doesn’t mean 
your pension contract will 
have changed as well.

If the terms of your 
contract have not been 
updated to reflect the new 
legislation, you could find that you 
can’t take advantage of them. you 
could still find yourself obliged to 
buy an annuity at age 75. And if you 
haven’t taken your tax-free lump sum 
at that age, you could still lose the 
opportunity to do so. n

A pension is a long-term investment. 
The fund value may fluctuate and can 

go down as well as up. You may not 
get back your original investment. Past 

performance is not an indication of future 
performance. Tax benefits may vary as a 

result of statutory change and their value 
will depend on individual circumstances. 

Thresholds, percentage rates and tax 
legislation may change in subsequent 

Finance Acts.

Pension legislation is always on the move and keeping up to date with the latest changes 
could open up new opportunities for you in retirement. In April 2011, some of the most 
significant changes in pension legislation for five years were announced. 

ReTIRemeNT 

wE hElp our cliEnts to plAn  
for thE futurE by mEEting  
thEir rEtirEmEnt plAnning nEEds. 
for morE informAtion About 
how wE could rEAlly mAkE 
thE most of your rEtirEmEnt 
plAnning, plEAsE contAct us  
for furthEr informAtion.
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budgeT 2012

what the chancellor had to say
Creating a stable economy, a fairer, more efficient and 
simpler tax system and further reforms to support growth

TAx mATTeRs
There was a welcome increase in the 
Income Tax Personal Allowance for the 
2013/14 tax year to £9,205, not far off the 
government’s stated target of £10,000.

However, for the elderly this was 
largely neutralised – or worse – by the 
unexpected abolition of the Age Related 
Personal Allowance from 2013/14 for 
those not yet 65, and the freezing of the 
allowance for those who are. 

Then there was the reduction in the 
highest rate of Income Tax from 50 per 
cent to 45 per cent from 2013/14. It 
seems likely that taxpayers may wish to 
delay income receipts until after 5 April 
2013, if they are able. 

In contrast to the reduction in the 
top rate of Income Tax, there was a 
focus on increasing the take from 
other taxes, with a number of new 
measures aimed at raising more 
revenue from the wealthy.

ResIdeNTIAl PRoPeRTy 
A new higher 7 per cent Stamp Duty land 
Tax (SDlT) rate on properties costing more 
than £2m was introduced. Also, the uK 
will now copy many other countries in 
taxing the gains realised by non-residents 
on uK property disposals. However, 
this will (at least initially) not apply to 
individuals, and will apply only to gains 
realised on residential property.

chIld beNefIT 
Child benefit will now bring a reduced 
benefit for those with income of over 
£50,000 (this is subject to tapering when 
the claimant earns over £50,000, with it 
being reduced entirely for those with an 
income over £60,000).

The first steps were also taken to limiting 
the amount of tax reliefs such as charitable 
gifts, losses and loan interest. From 
2013/14 the total relief will be limited to 
£50,000, or 25 per cent of the individual’s 
income, whichever is the greater.

TAx AvoIdANce 
As part of the government’s plan to 
introduce further measures against tax 
avoidance, it was no surprise that the 
headline measure was the new SDlT rate 
of 15 per cent for residential properties 
acquired for more than £2m by certain 
‘non-natural’ persons (i.e. not individuals). 
This applies immediately and it is also 
planned to introduce an annual charge 
for properties owned by these non-
natural persons, but only from 2013. The 
Chancellor made it clear that attempts 
to circumvent the new rules would be 
blocked retrospectively. 

INheRITANce TAx
Other welcome measures included a 
proposal to increase the Inheritance  
Tax (IHT) threshold from £55,000 for  

gifts from a domiciled to a non-domiciled 
spouse (or civil partner); and for the  
non-domiciled spouse to elect to be  
treated as domiciled – thus allowing full 
IHT exemption.

oTheR meAsuRes
Many previously announced measures 
remained unaltered, such as the limits for 
tax-favoured investments in Enterprise 
Investment Scheme (EIS) shares (£1m 
from 6 April 2012) and Venture Capital 
Trusts (VCT) shares (£200,000 from 
6 April 2012), and the IHT threshold 
(remaining at £325,000). n

Levels of tax benefits are based on current 

or proposed legislation and may vary as a 

result of statutory change and their value 

will depend on individual circumstances.

The Chancellor of the Exchequer, George Osborne, presented his third Budget speech to Parliament on 
21 March 2012. It maintained the government’s strategy to reduce the deficit, contained far-reaching tax 
reforms and support for growth and reward for work. The Chancellor set out the actions the government 
will take in three areas – creating a stable economy, a fairer, more efficient and simpler tax system and 
further reforms to support growth.

The Chancellor of the 
Exchequer, George Osborne
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INvesTmeNT

Picking the right balance of 
assets for your portfolio
Keeping track of lots of individual assets can be a daunting task

dIffeReNT RIsk chARAcTeRIsTIcs
There are many different assets in 
which you can invest, each with 
different risk characteristics. While the 
risks attributable to assets cannot be 
avoided, when managed collectively as 
part of a diversified portfolio, they can 
be diluted.

The main assets available are shares, 
bonds (also referred to as ‘fixed interest’), 
cash and property.

While individual assets have a bearing 
on the overall level of risk you are 
exposed to, the correlation between 
the assets has an even greater bearing. 
The aim is to select assets that behave 
in different ways, the theory being that 
when one is underperforming, the other 
is ‘outperforming’. 

Fixed interest investments and property, 
for example, behave differently to share-
based investments by offering lower, more 
consistent returns. This provides a ‘safety 
net’ by diversifying away from many of the 
risks associated with reliance upon one 
particular asset.

sPReAdINg INvesTmeNTs  
AcRoss dIffeReNT AsseTs
Keeping track of lots of individual 
assets can be a daunting task. A 
much simpler solution is to acquire 
investment funds containing those 
assets and leave the diversification 
worries to professional management. By 
purchasing a fund that invests in, say, 
large blue chip companies, another that 
invests in smaller growth companies 
and others that invest overseas, you 
can spread investments across hundreds 
of different assets.

Reduce shARe-sPecIfIc  
RIsk by dIveRsIfyINg
By diversifying within assets, you can 
spread your investments into different 
shares or bonds to ensure your portfolio 
is exposed to lots of different types of 
investments rather than, for example, 
having shares in just a few large 
companies. In this way, share-specific 
risk can be reduced should one of those 
companies experience difficulties.

dIffeReNT secToRs PeRfoRm  
IN veRy dIffeReNT WAys
It is just as important to spread your 
investments across different sectors – areas of 
the economy where businesses share the same 
or a related product or service, for example, 
pharmaceuticals, telecommunications or retail 
– as well as different companies. Companies 
are classified by the sector in which they 
reside, which is dependent on the goods or 
services they sell or provide. 

For many reasons, companies within 
different sectors perform in very different 
ways. By diversifying across sectors you 
can access shares with high growth 
expectations without over-exposing your 
portfolio as a whole to undue risk.

gReATeR geogRAPhIcAl 
dIveRsIfIcATIoN cAN helP
It’s natural to feel more comfortable 
investing a portfolio in your home 
market but this is not necessarily 
the most sensible option. Because 
investments in different geographical 
economies generally operate in different 
economic cycles, they have less than 
perfect correlation. That’s why greater 
geographical diversification can help to 

offset losses in a portfolio and help to 
achieve better returns over time. 

INvesTmeNTs sTyles  
To suIT youR Needs
This is another important aspect to 
consider when building an investment 
portfolio. Some investment funds use a 
‘passive’ strategy. This is an investment 
approach that aims to mirror or ‘track’ 
the performance of a financial index. 
This is normally done by either investing 
in the exact constituents of an index or 
by taking a representative ‘sample’ of 
that index. The managers of such funds 
have lower expenses than active fund 
managers, and the charges to investors 
are therefore lower.

Other funds use an ‘active’ approach and 
aim to beat the index by using their own 
research and analysis to select shares they 
believe will achieve greater returns.  n

This information sets out the basics of 
portfolio diversification. It is not designed 

to be investment advice and should not 
be interpreted as such. Other factors will 

need to be taken into account before 
making an investment decision. The value of 
investments and the income from them can 

fall as well as rise and is not guaranteed. 
You may not get back the amount originally 
invested. Past performance is not a guide to 

future performance

Picking the right balance of assets for your portfolio depends upon your own risk profile. One way to 
protect your portfolio is to spread your risk by diversifying across several different types of investment 
funds and classes of securities and localities in order to distribute and control risk.

no mAttEr whAt your 
invEstmEnt goAls ArE And how 
much you wish to invEst, wE 
cAn work with you to dEvElop 
thE bEst portfolio for you. to 
discuss your wEAlth crEAtion 
objEctivEs, plEAsE contAct us.
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ReTIRemeNT

Automatic pension enrolment
latest delay scarcely made the news

coNTRIbuTIoNs less AffoRdAble
The government says it is taking things 
more slowly because economic conditions 
have made contributions less affordable. 
Nonetheless, the Department for Work and 
Pensions (DWP) insists it will adhere to the 
latest timetable regardless of whether the 
economy improves.

emPloyeR oblIgATIoNs 
under the new laws, employees will be 
automatically enrolled into a pension 
scheme with employer contributions if 
they are aged between 22 and the state 
pension age, earn at least £8,105* a 
year and are not already in a scheme that 
meets minimum standards. Once enrolled, 
employees can opt out. But saving in a 
pension will be the new default setting for 
anyone who does not express a choice.

Eventually, the automatic level of 
contributions must be at least 8 per cent 
of the individual’s ‘qualifying earnings’. 
This includes 3 per cent that must come 
from the employer. Qualifying earnings 
also include payments like overtime and 
commission, not just salary. 

defINITIoNs of PAy
Employers can set higher contribution 
rates if they prefer. They will also have 
the option of basing contributions on 
more straightforward definitions of 
pay, which would usually increase the 
amount due. 

If you are not already in a workplace 
pension scheme, when you will be 
enrolled depends on how many people 
are in your employer’s Pay-As-you-
Earn tax arrangement. The automatic 
enrolment regime applies to the very 
largest employers from October 2012. 

smAlleR emPloyeRs
Progressively smaller employers will 
then be brought on board month by 
month until February 2014, when all 
employers with 250 or more staff will 
be within scope. Firms with 250 to 
2,999 people on the payroll will not 
now get extra breathing space, as had 
been hinted in November.

Employers with between 50 and 249 
staff will have compliance dates ranging 
from April 2014 to April 2015.

For firms with fewer than 50 employees, 
these deadlines fall between June 2015 
and April 2017, unless whoever wins the 
intervening general election offers them a 
further reprieve. 

Any employer setting up business between 
1 April 2012 and 30 September 2017 will 
have auto enrolment dates between 1 May 
2017 and 1 February 2018. n

Reforms designed to get more people saving for retirement have 
been pushed back so many times that the latest delay scarcely 
made the news. It will now be October 2018 before minimum 
employer contributions to workplace pensions are fully phased in. 
Previously, this was supposed to happen by October 2017 – and 
before that by 2016, and before that by 2015. 

8%
Eventually, the 

automatic level of 
contributions must be 

at least this percentage 
of the individual’s 

‘qualifying earnings’ 

£8,105*
Employees earning at least 

this amount annually will be 
automatically enrolled into a pension 
scheme with employer contributions 

if they are aged between 22 and 
the state pension age, and are not 

already in a scheme that meets 
minimum standards
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WeAlTh PReseRvATIoN

Alternatives 
to help people  
improve income levels
Valuable planning opportunities in a retirement 
market where the gilt yield has declined 

ImmedIATe INcome Needs
Alternatively, some people may choose to 
use other savings as a means of providing 
for their immediate income needs, delaying 
the use of pension savings until later. using 
other savings first, such as Individual Savings 
Accounts (ISAs), leaves the pension fund 
untouched and available for drawdown as 
and when the situation improves. 

The changes made to the income 
drawdown rules in April 2011 means that 
more people can delay accessing their 
pension benefits as they no longer have 
to buy an annuity by age 75, which may 
help to provide greater flexibility at a time 
when people need it.

PhAsINg of moNey
Another consideration is the phasing of 
money into drawdown, to benefit from 
any potential upturn of both investment 
markets and gilt yields. By keeping some 
pension money back, and drip-feeding it 
in when stock markets and/or gilt yields 
improve, could mean creating a higher 
income level while inside a three-year 
review period. If the pension scheme is 
structured in the right way the higher 

income level should apply to the entire 
drawdown fund, not just the additional 
amount drip-fed in, making it an attractive 
solution in today’s investment market.

Care should be taken when considering 
this type of retirement income planning. If 
additional money is drip-fed into income 
drawdown when conditions are not favourable, 
for example, when gilt rates or investment 
markets have fallen further, it may have a 
negative impact on maximum income levels.

oPTIoN of ANNuAl RevIeWs
Keeping some pension money back is a 
particularly good tactic for those who have 
a pension contract that does not allow 
them the option of annual reviews. If they 
only offer the statutory three-year review 
period, then people could have to wait a 
long time before they can benefit from any 
improvement in market conditions.

PlANNINg oPPoRTuNITIes
These kinds of planning opportunities may 
be particularly valuable in a retirement 
market where the gilt yield has declined, 
impacting the maximum income 
available from both income withdrawal 

arrangements and pension annuities.
The cap on the maximum amount of 

income someone can withdraw from their 
pension can be a cause of real frustration for 
many people. However, there are alternatives 
to help people improve their income levels. n

A pension is a long-term investment. 
The fund value may fluctuate and can 

go down as well as up. You may not 
get back your original investment. Past 

performance is not an indication of future 
performance. Tax benefits may vary as a 

result of statutory change and their value 
will depend on individual circumstances. 

Thresholds, percentage rates and tax 
legislation may change in subsequent 

Finance Acts.

In a low gilt yield environment, having flexibility within a pension arrangement can make  
a big difference. Options include either delaying taking pension benefits until the situation 
improves, or phasing money into drawdown, to benefit from any potential upturn.

IT’S CRuCIAl TO FIND OuT HOW yOu 
CAN AFFORD THE RETIREMENT yOu 
WANT. IF yOu’RE APPROACHING 
RETIREMENT, IT MAy BE TIME TO THINK 
HARD ABOuT TuRNING yOuR PENSION 
FuND INTO AN INCOME FOR lIFE. IF 
yOu’RE AlREADy RETIRED, THERE 
COulD STIll BE THINGS yOu CAN DO 
TO HElP BOOST yOuR INCOME. TO 
DISCuSS THE OPTIONS AVAIlABlE TO 
yOu, PlEASE CONTACT uS.
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esTATe PReseRvATIoN

The research reveals that this becomes 
even more worrying when looking at 
the figures of those with children in the 
household and also by age. 

People with no children (41 per cent) in 
the household are more likely to currently 
have a will in place than those with 
children at home (27 per cent).

cuRReNTly WIThouT A WIll
looking at the age breakdown, more than 
two-thirds (77 per cent) of 35 to 44-year-olds 
don’t have a will in place, more than half (56 
per cent) of 45 to 54-year-olds, two-fifths (42 
per cent) of 55 to 64-year-olds and almost a 
quarter (24 per cent) of those 65 and over 
are currently without a will.

Creating a will can be seen as a difficult 
and uncomfortable thing to do. The 
modern family can be complicated, we’re 
all rushed off our feet and we don’t really 
like to think about death. But the reality 
is if you were to die without a will the 
emotional strain on your family, friends 
and loved ones could far outweigh the 
time and money spent in sorting out your 
will in advance.

uNNecessARy legAl 
comPlIcATIoNs
The fact that the number of people 
without a will who live as married is so 
high (78 per cent) is alarming. Couples 
who aren’t married or in a registered Civil 
Partnership do not have the same legal 
protection as married couples if they die 
without a will in place. 

If one of them were to die, the money 
could be passed on to their parents or a 
family member before their partner. This 
can, of course, lead to unnecessary legal 
complications and financial hardship that 
could easily be avoided. Therefore a large 
proportion of this group really needs to 
review their circumstances and prioritise 
the value of having a will to protect their 
partner and any children they might also 
have in the relationship.

No subsTANTIAl AsseTs
The research reveals that three out of ten 
(31 per cent) of those currently without 
a will claim the main reason is that they 
just haven’t got round to doing it yet. This 
figure is consistent for those aged 65 and 
over, with 30 per cent stating they haven’t 
got round to creating a will. 

The next most frequently stated reasons 
are that people don’t think they have any 
substantial assets or that they are too 
young (both 17 per cent), followed by one 
in ten (10 per cent) who simply haven’t 
thought about it. The percentage of those 
who felt it was too expensive to have a will 
prepared was very low at only 7 per cent.

PeoPle’s PRIoRITIes
As the research proves, the vast majority 
of people currently without a will aren’t 
concerned about the cost of creating 
a will. However, the fact that they’re 
using lack of time as an excuse shows a 
real sense of people’s priorities. Though 
the decisions that need to be made 

might take some time to think through, 
finalising a will is not an arduous process 
and can be done quickly. And also, while 
some might not believe they have any 
substantial assets to pass on, it’s important 
to remember that having a will in place is 
about peace of mind and confidence in 
having your affairs in order. n

The Financial Services Authority does 
not regulate taxation, trust advice or 

will writing.

*By will, the research means a legally 
executed document that explains how and 

to whom a person would like his or her 
property distributed after death.

All figures, unless otherwise stated, are 
from YouGov Plc. Total sample size was 

2,051 adults. Fieldwork was undertaken 
between 8-10 February 2012. The survey 
was carried out online. The figures have 

been weighted and are representative of 
all UK adults (aged 18+).

Despite being a fundamental piece of family financial planning, six out of ten (61 per cent)  
of British adults don’t currently have a will* drawn up, according to research by Standard life.

‘Will’ your loved ones 
get your inheritance?
Make sure you avoid unnecessary legal 
complications and emotional hardship

cAN We helP?

BENJAMIN FRANKlIN ONCE SAID THAT 
‘NOTHING IS CERTAIN BuT DEATH AND 
TAxES’ – AND THEy ARE INTRINSICAlly 
lINKED. OBTAINING THE RIGHT ADVICE 
CAN HAVE lASTING CONSEQuENCES 
FOR yOu AND yOuR FAMIly. TO 
DISCuSS HOW WE COulD HElP yOu 
FIND THE RIGHT WEAlTH STRuCTuRE 
OR COMBINATION OF STRuCTuRES, 
PlEASE CONTACT uS.

61%
the percentage of 
british adults who 

don’t currently 
have a will*  
drawn up

31%
the percentage of 
people currently 

without a will who 
claim the main reason 

is that they just 
haven’t got round to 

doing it yet

78%
the percentage 

of people without 
a will who live as 

married



The impact of budget 2012 
on your financial planning
How do the changes affect your pocket?
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chANge To ReTIRemeNT Age
The Chancellor confirmed in Budget 2012 
that he would increase the state pension 
age and that we should brace ourselves 
for having to work much longer in the 
future. There are already two increases to 
the state pension age scheduled for 2019 
and 2026. If after 2026 the state pension 
age increases in line with our changing 
life expectancy, we could expect that 
someone who is currently 37 won’t be 
able to start drawing their state pension 
until they are 70 and someone who is  
21 won’t receive it until they are 75. 

This means that children born in 2012 
are unlikely to get their state pension until 
age 80, if life expectancy at retirement 
rises in line with the last 30 years. This is 
a considerable change for everyone, but 
women in particular have to make a big 
psychological adjustment as their state 
pension age is leaping forward.

The two increases already planned 
for 2019 and 2026 will be followed by 
increases every five years thereafter. If you 
are thinking ‘this won’t really affect me, 
I’m still going to aim to retire at 60 or 65 
anyway’, unless all of us save a lot harder, 
many people could still be working well 
into their seventies.

PeNsIoNs TAx RelIef
The Chancellor did not make a change 
to tax relief on pension contributions. 
This valuable incentive encourages more 
people to save for their retirement years. 
Tax relief on qualifying contributions 
into private pensions means that a £100 
investment made by a basic rate tax payer 
is automatically topped up to £125. And 
if you are a higher rate tax payer you can 
still claim the higher rate tax rebate too. 

This tax incentive encourages many to 
make the most of pension contributions 
now, so they can make the most of their 
retirement in the future.

No chANge oN gAd mAxImum
The government did not make changes 
to the drawdown Government Actuary’s 
Department (GAD) maximum. People 
starting drawdown or who have reviewed 
it during the last year may have had 
their income affected by falling gilt 
yields caused by the Bank of England 
quantitative easing programme. At the 
same time annuities have also experienced 
a similar impact, but to a lesser degree 
as they are backed by a mix of corporate 
bonds and gilts.

goveRNmeNT eNds sAlARy 
sAcRIfIce To fuNd emPloyee’s 
sPouse’s PeNsIoN
The government announced the cessation 
of salary sacrifice to fund an employee’s 
spouse’s pension. This tax ‘idea’ involved 
an employee sacrificing salary or bonus 
and their employer paying this into the 
employee’s spouse’s pension up to the 
annual allowance, including carry-forward.
 
INTRoducTIoN of A geNeRAl 
ANTI-AvoIdANce Rule (gAAR)
The direction of travel towards a more 
limited form of GAAR was set out in 
the Aaronson Report in November 
last year. Those endorsing sensible tax 
planning should have nothing to fear 
if the recommendations in that report, 
which target schemes that are artificial or 
contrived, are implemented. Individuals 
implementing tried and tested routes to 
mitigate uK tax should not be affected.

exTeNsIoN To IhT sPouse 
exemPTIoN foR euRoPeAN 
domIcIled sPouse
A consultation review of the restriction 
on the spouse/civil partner exemption 
was announced. In the last few years, 
Eu law has had an increasing impact on 
uK Inheritance Tax (IHT). IHT reliefs and 
exemptions for agricultural property and 
charities have been extended to cover 
the European Economic Area in 2009 and 
2010. The announcement is good news 
for those whose spouse/civil partner is 
from another country, meaning they are 
domiciled there rather than in the uK. It 
should remove a tax worry and layer of 
IHT complexity for mobile people with 
international connections.

chANges To  
dIscReTIoNARy TRusTs
One of the most complex elements of 
IHT, the ten-year charge and exit charge 
calculations for IHT in discretionary trusts, 
is to be simplified. This could be good 
news for trustees and beneficiaries of these 
trusts, of which there are thousands in the 
uK. HM Revenue & Customs statistics show 
that 101,000 of these types of trust were 
included in tax returns filed in 2009/10. n

Laws and tax rules may change in the 
future. Information is based on our 

understanding in March 2012. Your 
personal circumstances also have an 

impact on tax treatment.

to find out how budgEt 
2012 mAy hAvE impActEd 
on your finAnciAl plAns, 
plEAsE contAct us to 
rEviEw your situAtion.

101,000
the number  
of filed tax  

returns in 2009/10 
which included 
discretionary 

trusts

budgeT 2012



buyINg The WRoNg TyPe of ANNuITy
Currently, according to the ABI, more than half of all investors 
who buy an annuity – which pays a fixed income for life – 
simply buy the default annuity deal from their current pension 
provider. As a result many end up buying the wrong type of 
annuity or effectively locking into an uncompetitive pension 
deal for the rest of their lives. Shopping around for the best 
annuity deal could increase the size of a pension by over 
a third. A recent report from the National Association of 
Pension Funds claimed that this was costing pensioners more 
than £1bn in lost retirement income.

beNefITs of shoPPINg ARouNd
The new rules stop insurers from including an application 
form in the information pack sent to customers 
approaching retirement, making it less likely that people 
will simply buy the first annuity they see. These ‘retirement 
packs’ have been redesigned to place greater emphasis on 
the benefits of shopping around. Crucially, where insurers 
are selling an annuity to one of their existing customers, 
they will be required to ask about their circumstances and 
medical conditions before providing a quote. n

A pension is a long-term investment. The fund value may 
fluctuate and can go down as well as up. You may not get 
back your original investment. Past performance is not an 
indication of future performance. Tax benefits may vary as 
a result of statutory change and their value will depend on 
individual circumstances. Thresholds, percentage rates and 
tax legislation may change in subsequent Finance Acts.

maximise the lifetime 
income from your 
pension at retirement
Why shopping around for an annuity could increase your income

Thousands of people could end up with bigger 
pensions as new rules will force insurers to 
inform customers about better annuity options. 
The Association of British Insurers’ (ABI) new 
code of conduct forces insurers to give more 
information about how consumers can ‘shop 
around’ for a better deal, while ensuring that 
those with health problems receive a higher 
income as a result.
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ReTIRemeNT

Need helP To shoP ARouNd  
foR The besT ANNuITy deAl?

if you ArE ApproAching rEtirEmEnt it is 
EssEntiAl thAt you rEcEivE thE bEst possiblE 
AdvicE whEn buying An Annuity. to gEt thE 
most out of your pEnsion sAvings fund you 
should bE confidEnt thAt you ArE mAking 
thE right dEcisions About your rEtirEmEnt 
incomE. to discuss how wE could hElp you, 
plEAsE contAct us for furthEr informAtion.




