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Savers
The amount you can put in your tax-free ISA
is to rise by £240 from £11,280 to £11,520
from April 2013. The amount you can invest
in a cash ISA is £5,760.
The threshold for the 10 per cent tax rate
on savings, available to those on low
incomes, is being increased in line with
inﬂation from £2,710 to £2,790 for
2013/14.
Homeowners
Mansion tax has been ruled out. However,
if you have a high value property purchased
via a company you could face a mansion tax
by another name as the Government looks
to target high value residential property
owners.
Drivers
The 3p a litre fuel duty rise planned for
January has been scrapped, a welcome relief
for road commuters and vehicle owners.

Need more information?
Simply complete and return
the information request on
page 12

Pensioners
The basic state pension will rise by
2.5 per cent in 2013/14 to £110.15 a week,
an increase of £2.70 a week.

If you are funding your retirement through
pension drawdown you will be able to take
up to 20 per cent more of your invested
pension fund each year under rules due to
come into effect soon, the date is yet to be
announced by HMRC.
Wealthy
The annual tax-free allowance for pensions
has been reduced from £50,000 to £40,000,
as well as the lifetime allowance from £1.5m
to £1.25m.
Investors
The amount of annual gains investors can
bank before they pay capital gains tax is
rising by 1 per cent in 2014 and 2015 to
£11,100.
Small businesses
From April 2014 the main rate of corporation
tax will drop 2 percentage points to 21
per cent, boosting small and medium sized
enterprises (SMEs). This replaces the planned
reduction to 22 per cent.
Workers
The personal allowance for Income Tax is to
increase by £1,335, £235 more than
previously announced, so no tax is paid on
earnings under £9,440. The 40 per cent
higher rate tax threshold will go up by
1 per cent in 2014 and 2015 from £41,450
now to £41,865 and then £42,285.
Benefits
Most beneﬁts will rise by 1 per cent a year
for the next three years, well below the rate
of inﬂation.
Inheritance
The inheritance tax nil-band rate will rise by
£4,000, from £325,000 now to £329,000
in 2015-16.

Not all ﬁnancial advisers will have regulatory permission to advise on every product mentioned in these articles. Certain products mentioned in this magazine may
require advice from other professional advisers as well as your ﬁnancial adviser and this might involve you in extra costs. The articles featured in this publication are
for your general information and use only and are not intended to address your particular requirements. They should not be relied upon in their entirety. 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. Will writing, buy-to-let mortgages, some forms of tax and estate planning are not regulated by the Financial
Services Authority. Levels, bases of and reliefs from taxation are subject to change and their value depends on the individual circumstances of the investor.
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Why have an ISA?
ISAs are a tax efﬁcient and ﬂexible way of saving.
The tax advantages mean that any income or capital
gains you earn on your savings are 100 per cent yours
and do not have to be declared on your tax return.
Use your ISA allowance
The annual ISA investment limits are
currently £11,280 a year for 2012/13 for all
ISA Investors, of this up to £5,640 of this
total can now be invested into a cash ISA
or you can invest the full total in equities,
or even divide between your overall
allowance into the two types.
You can also transfer previous years’ cash
ISA savings into equities without affecting
your yearly limit.
There are two types of ISA; cash ISAs and
stocks and shares ISAs. Savers can invest
their money in two ways; Cash using special
bank or building society accounts or stocks
and shares usually investment funds.
If you are a basic rate tax payer, investing
into a non ISA scheme, you would pay
20 per cent tax (2012/13) on your savings
interest.
If you pay the ‘saving rate’ of tax for
savings, usually outside an ISA, you would
pay tax at 10 per cent on your savings
interest.
If you’re a basic rate taxpayer, inside or
outside an ISA, you pay tax at 10 per cent
on any income from dividends; this is taken
as a ‘tax credit’ before you receive the
dividend.
If you’re a higher rate taxpayer you would
normally pay tax on dividend income at
32.5 per cent; in an ISA you don’t receive
the 10 per cent dividend tax credit element,
but you will save by not having to pay
anything in addition.
If you make gains of more than £10,600
from the sale of shares and certain other
assets in the tax year 2012/13, you would
need to pay CGT. But any gains from an ISA
are not subject to any CGT.
Cash ISAs
We all need savings in a cash account with
easy access, particularly when interest rates

paid on ISAs are typically higher than the
average savings account. You can also
withdraw money at any time, as many ISAs
are instant access accounts.
Stocks and Shares ISA
Stocks and shares ISAs are often
recommended for pumping-up retirement
savings in a tax efﬁcient manner, which can
be used later to generate a tax-free income
to supplement a pension.
Shares ISA
Higher- rate taxpayers beneﬁt because they
avoid the extra tax payable on dividends
received outside ISAs. Basic-rate taxpayers
still gain a tax advantage if they invest in
corporate bond funds because the 20 per
cent tax on the interest can be reclaimed.
They also beneﬁt from having no Capital
Gains Tax to pay should the value of their
investments rise.
Take effective action
Interest rates on cash ISAs vary considerably
so look around and if you decide on a stocks
and shares ISA, the rules can vary even more
than a cash ISA. Seek advice, especially if
you are not sure what type of stocks and
shares ISA you require.
Transferring
If your cash ISA is now paying a poor rate of
interest, or you have a stocks and shares ISA
that has not been performing well, you can
transfer out and move your money without
any loss of tax concessions, providing the
transfer is arranged direct to the new fund
manager.
Increases
Increases to the ISA limits happen each new
tax year, therefore it is vital you make full
use of your tax-free savings allowance each
and every year and gain as much from your
savings as possible.

ISA
increase
Chancellor George Osborne
announced in the Autumn
Statement that the overall
ISA contribution limit will be
increased to £11,520 from next
April 2013 in line with the
Consumer Price Index (CPI).
Individuals will be able to
invest up to £11,520 into an
investment ISA in the next tax
year or up to £5,760 into a
cash ISA. The full ISA limit can
only be invested in a stocks
and shares ISA.
The limit in the current tax
year is £11,280, with the cash
ISA limit sitting at £5,640.
It has also been confirmed
that the Junior ISA allowance
will also rise to £3,720 in
2013/14 up from £3,600 in the
current tax year.
The higher ISA allowance
represents good news for
savers and investors who want
to utilise their tax free savings.
The deadline to use the
2012/2013 ISA allowance is
5 April 2013.

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. Please contact us for further
information or if you are in any doubt as to the suitability of an investment.
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Many people preparing
their Wills are unaware of
some key points that could
affect the inheritance of
their nearest and dearest.

Where there’s a Will is there really a way?
Debts will die with you
The executors of your estate cannot pay out your bequests until
your debts are settled. So if there is a mortgage or loan for a car
or credit card, it has to be paid off. Be aware that if there is not
enough money in the estate to settle the debts, then the creditors
will take what they can and the balance is written off.
Should the executors pay out the estate and inform the creditors
there is no money, they could be held personally liable for the
debt.
Any contracts are open
If you have any open contracts and die before their completion,
then your executors would be forced to follow it through.
Marriage will not change your instructions
If you have a Will in place and get married, your existing Will you
have written becomes invalid. The only time this does not apply is
if you have added in a speciﬁc clause, called ‘in contemplation of
marriage’. This allows the existing provisions to stand when you
get married.
Should you for any reason not change your Will when you get
divorced, then it is paid out as if your former spouse had died.
So, any inheritance would bypass your ex and go to children or
dependants.

careful instructions in your Will you may leave problems for those
who you do want to receive money.
Will my spouse get everything?
If you don’t have a Will, your spouse or civil partner will not
automatically inherit all your estate. There are strict rules on
intestacy (as it is known if someone dies without a Will).
If you have children, then spouses and civil partners are entitled
only to the deceased’s personal belongings plus the ﬁrst £250,000
of the estate. They also have a life interest in half the remaining
assets, which makes them entitled to the interest, but not the
capital, and the remainder is split equally between the children.
Where there are no children, but parents or siblings are still
alive, the spouse or civil partner receives only the personal
possessions and the ﬁrst £450,000.
Any remaining sum is then split in half, with the spouse or civil
partner receiving one half and parents, siblings or even nephews
and nieces receiving the other half.

Married or not, isn’t it the same thing?
Many people believe living with a partner for more than six years
is the same as being married, with the same legal rights. They are
not!
A common law spouse will have no automatic right to your
possessions on death and it could be the case that an estranged
Your family can be cut out
brother or family member inherits instead of your lifelong
Under the Inheritance (Provision for Families and Dependants) Act,
unmarried partner, even if they’ve paid half the bills and built up
a family member can legally challenge any Will that deprives them
your home with you.
of their perceived entitlement. You may not want them included in
Making a Will with professional advice is advisable, if you want
the Will or discuss the situation with them, but if you don’t make
to rest in peace.
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The pension tax trap
A growing number of retired people are not
utilising their pension savings efﬁciently,
according to statistics revealed by Skandia
(30/07/12). The net result being their
pension funds could be subject to an
unexpected 55 per cent tax charge on death.
This tax charge could be avoided or reduced
in many cases with better planning.
Drawdown income
The Skandia data shows that 59 per cent of
customers in ‘capped drawdown’ are not
taking an income, after they have taken their
maximum tax-free cash lump sum and left
the balance of their pension fund invested.
This remaining pension fund is technically in
‘drawdown’, even though they are not
taking an income, which means should the
plan holder die the remaining pension fund
is subject to a 55 per cent tax charge if paid
as a lump sum to a beneﬁciary or taxed at
beneﬁciaries normal rate if paid out as
income.
55 per cent tax charge
As of April 2011, the tax charge increased
from 35 per cent to 55 per cent for plan
holders who died before age 75,
and many people may still be
unaware of it. This 55 per cent
tax charge is a substantial
amount to pay in tax, therefore
it is essential that you obtain
professional advice to see

how best to mitigate this tax liability, if it is
applicable to you.
Main areas to consider
The under 75’s
It is only the money held in drawdown that
is potentially subject to a 55 per cent tax
charge on death if under age 75. Other
pension funds which are untouched can be
left to beneﬁciaries without any tax charge.
The options are to consider phasing the
amount you move into drawdown and using
the tax-free cash allowance from it to provide
part of your immediate income needs.
You could then consider taking an income
from the remaining money in drawdown.
If you ﬁnd that you do not need the income,
you could reinvest it back into a pension as a
contribution, this income would be subject to
your normal income tax rate but contributions
will beneﬁt from tax relief, and the pension
fund built from those contributions will not
be deemed in drawdown, so will not be
subject to a 55 per cent tax charge on the
member’s death before age 75.
‘Flexible’ drawdown of a maturing pension
can be used to move money out of
the 55 per cent taxed take at a
much quicker rate than
‘capped’ drawdown. To

qualify for ﬂexible drawdown you must be
receiving a minimum of £20,000 a year from
your pension or other income and have
unrestricted access to the remaining pension
fund.
The over 75’s
A 55 percent tax charge on death is paid on
money remaining in a pension, regardless of
whether the funds are in drawdown or not.
Consider drawing as much of your pension
fund as you can to move money outside of
this 55 per cent tax charged zone.
Flexible drawdown can be used to move
money out of the 55 per cent taxed zone at
a faster rate than capped drawdown, but
you need to comply with the income rule.
Consider the exposure
Leaving money inside the 55 per cent taxed
zone may not always be a bad thing,
especially when taking into account income
tax and inheritance tax implications if it is
moved within your estate. The 55 per cent
only becomes an issue if you don’t plan
early, if you plan in advance, it could be
more efﬁcient to manage it within the
pension scheme where action could be taken
to reduce your exposure to below the
55 per cent tax charge possibility.
To wait or not
The current economic climate is exacerbating
the situation for many as people could be
delaying taking an income until the stock
markets and gilt yields improve, because
they believe this could help secure a higher
income level. Delaying income today could
see your beneﬁciaries, on your death, facing
an unexpected 55 per cent tax charge on
part of those savings.

All figures relate to the 2012/13
tax year. A pension is a long-term
investment, and the fund value
may fluctuate and can go down.
Your eventual income may
depend upon the size of the fund
at retirement, future interest
rates and tax legislation. Always
seek professional financial advice
before making any pension
planning decisions.
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Inflation & your pension
With people living longer,
it is very likely that we
will be drawing our
pension for at least 25
years. Can your income
stand up to the rigors of
inflation over so many
years?

Balance your portfolio
Investment aims

Different diversifiers

Consider the amount of risk which is
comfortable for you, then ask yourself
what your investment aims are. Do you
want to invest for the long or short term?
Are you looking for a speciﬁc amount of
annual growth to reach your investment
goal? What ﬁnancial responsibilities do
you have, including dependants? Today we
analyse and understand the risks involved
but this doesn’t guarantee that your fund
is well balanced for performance. Planning
is vitally important, ensuring you have
different investments for different goals
such as school fees, property
improvements, opportunity investments
and pensions can help achieve your longterm needs.

A balanced portfolio should hold shares,
bonds and cash. When you have a solid
base portfolio, the more adventurous
investor could add riskier holdings to
diversify.
At present we are in a world of low
yields and macroeconomic risk, where
investors are being forced to ﬁnd new
sources of income and return.

Understand fund charges
It is thought that the middle class and
middle aged have been hardest hit by the
economic recession. This group of savers
have seen their total assets fall by as much
as £160,000, according to the Institute for
Fiscal Studies (IFS).
The report stated that those in this
group may ﬁnd their income may be
adequate at the start of retirement, but it
goes on to say that it does not take into
account how inﬂation could affect their
earnings.
The IFS report drew a distinction
between assets, which were classed as
“safe” and higher risk ones. The safe ones
being, the state pension, ﬁnal salary
schemes and deﬁned contribution schemes
that were already in operation of payment.
Those assets like housing, investments
such as shares and non-ﬁnal-salary
pensions that had not begun paying out,
were classiﬁed as the higher risk category,
because the retirement income they would
one day provide was subject to various
unpredictable factors, such as movements
in the stock market, house price ﬂuctuation
and annuity rates.
If a typical saver held £666,500 of total
assets, the IFS stated that £180,900
represented the “safe” state pension and
£179,500 private pensions, of which some
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would be “safe” and some “unsafe”. The
balance of the assets at £170,100 from
property, £53,400 in ﬁnancial assets and
physical assets of £82,500, could be used
to buy a pension income through an
annuity, this would not be index-linked, so
the assets real value would decline
signiﬁcantly over the course of a person’s
retirement.
Today it is believed that a 65-year-old
man can expect to live to around 82,
and a woman to 85, there is evidence that
middle-class savers have signiﬁcantly
greater life expectancy.
This has historic roots, that the more
afﬂuent classes tend to live longer, and
ﬁgures suggest that those who save for
retirement can expect particularly long
lives.
If a person has the expectancy of a
25-year retirement, this may present
problems to an income that fails to rise in
line with inﬂation. According to SAGA,
if inﬂation averaged 3 per cent a year over
25 years, this would reduce the real value
of every £1 of income to just 47p by the
end of that period. Even if the Bank of
England managed to keep the ofﬁcial
measure of inﬂation at its 2 per cent
consumer prices index (CPI), £1 today
would only be worth 60p in 25 years’ time.

Many experts believe that Britain is about
to face a period of high inﬂation, brought
about by Quantitative Easing. QE may help
by increasing the amount of money in the
economy, but it also depresses the value of
sterling against other currencies, making
imports more expensive. Both factors put
upward pressure on inﬂation.
Ms Altmann of SAGA has stated recently
that “QE, even on the Bank of England’s
own estimates, has pushed up inﬂation
signiﬁcantly and the spending power of
Britain’s retirees has been damaged.
The Bank seems oblivious to this effect.”
“More than 90 per cent of those buying
annuities are buying level incomes with no
protection against inﬂation at all.
This means that their future income will
be permanently lowered by QE pushing up
inﬂation. Inﬂation silently steals older
people’s money.”
This signal suggests that a large
proportion of the future retirement income
of many over-ﬁfties is likely to be
completely unprotected from inﬂation,
in that they could see this income weaken
in purchasing power; or worse, if the
Government fails to keep prices under
control, their incomes could evaporate
dramatically.

Most funds carry charges, there are
charges for the platform, a charge for the
advice if you are taking it and a charge for
the investment funds.
Don’t look necessarily at the cheapest,
just because a fund is cheap doesn’t mean
it will be in a class without risk and equally
just because a fund is expensive does not
mean it will give high returns. Whichever
you choose be aware of
performance-related
charges and platform
costs, which may apply as you move
money around.

Keep it all in one place
As of next year, investors will be able to
move fund holdings between platforms. If
you have a holding on one platform and
you cash it in, then repurchase the same
fund on a new platform and have made a
gain, you may be liable for capital gains
tax. But if the price of the fund moves
whilst you are out of the market you could
make a gain or a loss on the repurchase.

There is more to investing
than just risk rating.
Investors are individuals
and they need individual
portfolios to match.

Moving your funds into one place, without
having to sell and buy, will help you follow
your portfolio and the funds keep earning.
Consider holding assets within a platform,
or fund supermarket, as they are
sometimes called, this will allow you to
review your investments quickly and easily,
as well as gathering the information
together for tax purposes.

Asset consideration
An investment portfolio is often viewed as
shares and composite funds. It is important
to review your cash accounts and any
property you already own too.
If you already own properties, be wary of
buying a fund with property exposure.
Similarly, if you hold a lot of money in cash
accounts, look for a liquid fund that is fully
invested, because you don’t want to be
doubly hit by low interest rates.

Change as you change
Risk-rated funds are not for life,
investment goals change over time as does
your attitude to risk, so you need to review
as you would other investments. You
should review your portfolio at least once
a year.
Your professional ﬁnancial adviser will
prompt you to review your portfolio
regularly and ensure it matches your risk
proﬁle.

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. Please contact us
for further information or if you are in any
doubt as to the suitability of an investment.
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Many people want to
know what the best
option is when it
comes to utilising
spare cash.

PENSION PLANNING
When you are in your fifties, it is very important to ensure that your pension is
planned. If not there are a number of ways you could improve your pension
prospects, especially if you discover you have shortfall. Planning your
retirement is one of the biggest financial challenges you will face and one you
don’t want to get wrong.
So what should a 50 something
check?
In the ﬁnal ten years prior to your planned
retirement date, you need to calculate
what you are worth. Then establish what
your likely state pension entitlement will
be, contact the pension trustees of your
current and previous employers, and the
managers of any private pensions you have
as they will be able to provide pension
forecasts.
Next assess how much income you will
need in retirement. Try to be realistic and
include any debts you may still have. If you
are currently on target to receive less than
you will need, you should obtain
professional advice about how you could
bridge any shortfall.
During your ﬁnal ten-year period in the
run-up to retirement, it is important that
you maximise savings. This means all areas
such as contributing to pensions and into
other investments including Individual
Savings Accounts (ISAs). You could also
consider options such as retiring later or
working part-time beyond your retirement
date. Whilst saving is important, so too is
where it is invested which can make all the
difference, so ensure you review your
investment strategy. It may be worthwhile
to carry out an audit of existing pension
plans; look at where they are invested,
how they have performed and what
charges they carry. Also ﬁnd out whether
there are guarantees on any plans.
When reviewing, look at the
diversiﬁcation of your assets, as this can
help protect against sudden market
movements. With a ten-year time frame,
investors need to weigh up the risks of
equity investments against safer cash
based products.
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The general rule is, the nearer to taking
your pension you are, the less investment
risk you should take. But over this period it
is reasonable to include equities when in a
mixed portfolio, as cash will only give very
low returns at this time.
The mid range investments between cash
and equities are Bonds, gilts and some
structured products which may also be
considered.
With only 5 years to go, consider moving
stock market-based investments into safer
options such as cash, bonds or gilts.
If there is a sudden market correction now,
you may have insufﬁcient time to make
good any losses.
Maintain your savings position and
maximise it where you can, utilising
pensions, ISAs and other investments.
Also don’t forget to consider your spouse’s
pension. If you have maximised your
pension contributions it is also possible to

contribute into a partner’s pension plan.
Higher earners and those in ﬁnal salary
schemes should ensure any additional
pension savings do not exceed the lifetime
allowance, as this could mean you end up
having to pay a tax bill.
Some people fail to consider their
pension options properly and simply buy
the ﬁrst annuity on offer. This can
signiﬁcantly reduce your income in
retirement and there is no second chance
to make another decision. There are now
many retirement alternatives, from
investment-linked and ﬂexible annuities to
phased retirement options, as well as the
conventional annuities and income
drawdown plans. Even on the annuity
front, there are products that pay out
higher rates if you are in less than perfect
health. Finding the right one for you is key
and it is always best to speak with your
professional ﬁnancial adviser for guidance.

This is a common question from people seeking help with
financial planning, should they add to their pension, put it in
an ISA or pay off their mortgage. The answer is, in most cases,
to prioritise paying off debt; in this case a mortgage.
Once you start doing this (as fast as the terms of your
mortgage allow), you can look at your retirement
arrangements and decide how best to make up any shortfall.
Why not increase pension
contributions?

Should I put spare money into
cash or share ISAs?

The major advantage of pension contributions
is the tax relief. For every 80p you put in,
the Government puts in 20p
(as a standard rate tax payer), making a
pound.
You will have a guaranteed income for
life when you get to retirement and by
increasing your contributions you increase
the amount you get in retirement.
Also the money in your pension can be
passed on to a nominated beneﬁciary in
case something happens to you.
However, the earliest you can get your
pension is at age 55, so you are locking
money away for a long period of time and
when you do get access only 25 per cent is
available as a tax free lump sum.
Another issue to remember is that at
retirement the income you get from your
pension could be taxable and your income
includes your state pension as well as
what you get from work and other
schemes.

An advantage of making monthly
payments into either a pension or an
investment ISA is something known as
‘pound cost averaging’.
This is where money is paid into an
investment in regular small amounts which
grow faster than a single sum put in at
once. This is because as time goes on,
extra units or shares are bought when
prices are low, balancing the cost of those
bought when prices are higher.
It is advisable that you should have a
three-to-six month emergency cash
savings pot before considering putting
money into investments, including share
ISAs.
ISAs allow you to keep control over your
assets. You have access to all your savings
and investments at any stage.
ISAs are not limited by the rules of a
pension scheme, where you must wait
until 55 to get 25 per cent of your money,
and have to receive the rest as income.
ISAs are also a tax efﬁcient way of
saving or investing, although you don’t get

tax relief on contributions like you do with
pensions. However, if you use ISAs as a
retirement savings vehicle, you can draw
an income from them with no additional
tax to pay so you can spend what you
have saved.
A disadvantage of share ISAs are the
management charges you pay when
investing in share ISAs, and interest rates
are relatively low right now on cash ISAs.

Is the better option to pay more
off your mortgage?
If you have an outstanding mortgage one
of the best options is to get it paid down
as quickly as possible.
It will eventually free up the monthly
contributions to invest in other things and
it will ease your cash ﬂow. Prioritise this,
as a mortgage is probably your biggest
debt and debt carries interest.
There may be examples where you could
ﬁnd saving rates so good that it will
outweigh the advantage of getting rid of
debt, but this is very unlikely in the current
economic climate.
Unlocking debt capital to provide
investing capital by paying down your
mortgage will enable you to achieve a
larger pension and ISA contributions
because you will have more income to
spend on them and have more money for
later life.
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Can you afford not to be
financially protected ?
Financial protection has had bad press recently by the poor
value offered by payment protection insurance, but the
reassurance that cover brings cannot be overestimated,
particularly now as many people are overlooking this cover in
favour of other family commitments like paying for school fees,
buying a car and holidays.

Knowing the

investment rules

is key to success

1. Risk assessment
Taking the right amount of risk matters but
not taking enough risk can be just as
damaging as taking too much.
All asset classes carry risk, including cash,
due to inﬂation. At today’s inﬂation rate of
2.7 per cent a higher-rate tax payer must
earn an interest rate of 4.5 per cent just to
keep up.
Most investors see a risk as share prices
fall, but fail to consider the risk should their
investments not grow fast enough to meet
their objectives.
2. Buy the right stock
The essential strategy for investing. Warren
Buffett famously said “You can’t buy what is
popular and do well”. The lesson being, if an
investment area is fashionable, it could be a
sign that it is overvalued. Steady, unglamorous
stock often generates the best long-term
returns, so try to avoid fashionable stock but
be aware that all stock market investments
will ﬂuctuate in value, so you could get back
less than you invest.
3. Limiting your tax offers higher
returns
It is crucial to make maximum use of tax
shelters such as ISAs and pensions, if you
don’t want to see returns eaten up by tax.
With an ISA there is no tax to pay on any
capital gains, and no further tax to pay on
any income. £11,280 can be invested into a
Stocks and Shares ISA in the 2011/12 tax

year tax free and you can withdraw your
capital at any time, although you may get
back less than you invested.
Pensions offer similar tax beneﬁts as ISAs
and income tax relief on your contributions.
On retirement you can receive up to 25
per cent as a tax-free lump sum, with the
remainder used to provide you with a taxable
income.
Please note tax rules can change and the
beneﬁts of tax shelters depend on your
circumstances.

4. Diversification
Diversiﬁcation mitigates risk, as different
areas perform well at different times.
Consider all areas and don’t put all your eggs
in one basket.
Note it is also important not to be too
diversiﬁed, too many investments and your
portfolio will tend towards the average and
simply track the market.
5. Invest little and often
The return from a lump sum investment will
depend heavily on when it was and is
invested. Regular investors have no such
worries as they build positions over time.
Monthly investments are an easy solution,
though making an annual ISA subscription
should also smooth returns.

them time to work, don’t rush in to impulse
buys when markets are soaring or panic
selling as they fall.

7. Good administration
Good administration is key to managing your
investments effectively. A good administration
means you can make changes quickly,
conveniently and cost effectively.
A good administration system also helps you
to gain an overview of your portfolio, and
assess your exposure. Making good
investment decisions is far easier when you
can see all your investments together.
8. Liquidity is vital
Cash reduces any portfolio’s volatility, but
importantly allows you to take advantage of
new opportunities quickly, without having to
sell any assets when it might not be the right
time to do so. All investment portfolios
should contain an element of cash.
9. Keep to what you know
There are lots of complicated investments in
the market place such as structured products
and with-proﬁts bonds. It is important to
understand exactly what you are buying,
how much risk it carries, and what the
charges are. If you don’t understand it,
then it may not be for you.

10. If it looks too good to be true...
6. Be patient
...it probably is. Investments promising very
Time is on the side of the investor and it
high returns with no risk are almost certainly
allows the mathematics of compound returns
scams.
to take effect. Buy good investments and give

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. Please contact us for further information or if you are in any doubt as to the suitability of an investment.
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By ignoring protection from ﬁnancial disaster
they could be subjecting themselves to
ﬁnancial upheaval should things go wrong.
When people start saving into a pension or
ISA, both vehicles rely on continuing income to
feed them and make them grow.
If income ceases, so will savings. So the ﬁrst
step is to ensure that in the event of ill health
or accident the ﬂow of income continues. In
effect, protection planning is the foundation of
all other ﬁnancial planning.
There are four main forms of Protection
insurance, Life Cover, Critical Illness, Income
Protection and Family Income Beneﬁt.
Life cover pays a lump sum in the event of
death, which is generally used to pay any
outstanding debt, such as mortgages, which is
a vital ﬁnancial lifeline for dependants.
Critical illness cover pays a tax-free lump
sum in the event of serious illness. This is often
sold together with life cover.
Income protection insurance pays a
monthly tax-free income in the event of serious
illness and not being able to work.
This is vital for the self-employed who would
have to rely on the current £71 per week
Employment and Support Allowance.
It is also an important means of
support for many employees
who have limited sickness
cover at work.

Family income benefit insurance pays out
monthly income should a parent die. It is
usually bought by parents, with the cover
lasting until the youngest child is 21.
Protection insurance policies provide many
people with ﬁnancial stability at a time of great
uncertainty in their lives. Illness can strike at
any time and many people are not sure they
would cope ﬁnancially without it.
According to the head of protection at
Zurich, cancer is the main area for critical
illness claims and the value of protection
should form the cornerstone of a family’s
ﬁnancial planning. With household budgets
being squeezed, it is more important than ever
that people protect their family ﬁnances and
future.
People should not under value the beneﬁts
of protection cover, especially when we are in
the midst of the worst economic recession on
record. Protection insurance should be seen as
something you can build on in stages as maybe
your household income improves over time.
Investing a little now can prevent a possible
family economic disaster later and provide
peace of mind for all.

Income

Protection
Protecting your loved ones by taking out
income protection insurance, that pays
out if you become unable to work, could
prove to be a wise move.
Can income protection insurance
help?
Designed to help cover your outgoings
while you are unable to work, income
protection kicks in if you have an
accident or fall ill. Payments should
therefore start as soon as you suffer a
loss of income.
If claimed in accordance with your
policy’s terms and conditions this could
be within a few weeks of your accident or
if your contract states that your employer
will continue paying your full salary for a
set time the payments could start when
your salary payment stops.
Is critical illness insurance the
same?
Protecting your ﬁnancial security with
critical illness insurance is a sensible
move. However, insurance of this kind
does not replace the need for income
protection cover because the beneﬁts
offered are very different.
Critical illness insurance pays out a
lump sum if you are diagnosed with an
illness that is included on a predetermined list.
Income protection insurance, on the
other hand, pays you a regular income if
you are unable to work due to an illness
or an injury.
What else do I need to know?
No matter how comprehensive the
protection, insurance of this kind will not
cover loss of income due to redundancy
or being sacked by your employer.
Illnesses that you have had in the past
are also likely to be excluded, as are
certain professions.
Checking the small print before taking
out a policy is therefore crucial, read the
terms and conditions of the policy
carefully, and make sure you understand
all the deﬁnitions.
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What can I do to
boost my income?
UK savers looking to invest for income have to strike a balance between shares
paying good dividends, robust corporate bonds, well-managed funds or finding
the best savings accounts. Investing for income requires a mix of investments,
which balances the risk against returns.
Low interest rates have left many UK
savers searching for real returns.
One possible avenue is to utilise UK equity
income funds that pay good dividends,
which can play an integral part in a
well-structured income portfolio. When
looking to generate an income from UK
equity funds, the objective is to select
funds that invest in businesses that have
good potential in providing sustainable
long-term dividend growth.
The sector is divided in two, which
makes it easier to select a suitable fund.
Funds in the UK equity income sector must
aim for a yield at least 10 per cent higher
than the FTSE All-Share index, whereas UK
equity income & growth funds must aim
for a yield of at least 90 per cent of the
All-Share index. If you can find a UK equity
income fund to invest in where the growth
potential is not reflected in the valuation
of the company shares, this will reduce the
risk and should also increase the upside
opportunity.

UK equity income fund prices in the short
term are affected by all sorts of outside
influences, but the longer term
fundamentals come to the fore.
Dividend growth is the key factor for
long-term share price movements. UK
investors may not require an immediate
income from their portfolio, but steady and
rising dividend yields from UK equity
income funds, together with the potential
for capital growth, can play a central part
in an investment strategy. Additionally,
dividend income may be particularly
relevant as the UK drags itself out of the
economic downturn.
For those UK investors who require
income in retirement, the compounding of
returns over the long term are what they
are looking for. UK equity income funds
look to invest in businesses that can
demonstrate consistent returns on invested
capital and visible earnings streams.
Companies with a high and growing free
cash flow will typically attract UK investors.
These companies have money surpluses

after paying out for capital expenditure,
and it is from this stream which rising
dividends are paid. The larger the free cash
flow relative to the dividend payout the
better.
With all investment strategies,
diversification is the key to diminishing
risk, which is particularly important for UK
income seekers who cannot afford to lose
capital. Utilising tax shelters, which can
deliver tax-free income, or a pension,
where contributions attract initial tax relief,
is not to be forgotten.
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. Please
contact us for further information
or if you are in any doubt as to the
suitability of an investment.

For more information on any subject that we have covered in this issue, or on any other subjects,
please tick the appropriate box or boxes, include your personal details and return this section to us.
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Financial wealth check
Tax efficient investments
Pensions
Tax planning
Critical Illness cover
Protection
Off-shore investments
Healthcare
Director and employee benefit schemes

Name
Address
Postcode
Tel. (home)

Tel. (work)

Mobile

Email

Please return to:
KMI Consultants – Prague Office, Vladislavova 46/3, 110 00 Praha 1, Czech Republic
Checkmate Financial Services Ltd, 51 Moorgate, London, United Kingdom

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 personal information may
be used to provide you with details and products or services in writing or by telephone or email.

M8trix Media Limited, Basepoint Business & Innovation Centre,
Great Marlings, Luton, Bedfordshire, LU2 8DL

This magazine is for general guidance only and represents our understanding of the current law and HM Revenue and Customs practice.
We cannot assume legal responsibility for any errors or omissions it might contain. Level and bases of, and reliefs from taxation are those
currently applying but are subject to change and their value depends on the individual circumstances of the investor. The value of
investments can go down as well as up, as can the income derived from them. You should remember that past performance does not
guarantee future growth or income and you may not get back the full amount invested.

