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less tax? ISAs....
simple
Could you pay

As the end of tax year approaches many
people should stop and think whether they
could make life easier for themselves and also
pay less tax. The good news is that you can
make this happen by getting all of your
paperwork and investment information
together to complete your tax return. Once you
have achieved this, you have completed all the
hard work at this stage.
Armed with all this information a
professional ﬁnancial adviser can help you
make more of your money. They will
understand your current ﬁnancial situation and
what you would like to achieve. Your ﬁnancial
adviser will then analysis and ﬁnd the best way
forward for you to achieve your ﬁnancial goals.
This typically means getting your
investments more aligned with what you want
to achieve at the appropriate risk level that you
are comfortable with. They will then make sure
you are using all your tax allowances, which
are generally more than most people think.
Your ﬁnancial adviser will also work with
you to understand how much time you want to
spend looking after your investments in the
future, after all, they know that most people
want to invest, but not many people ﬁnd it
quite as interesting to do the day-to-day
management.

Why not pay less tax
Less tax means higher returns for you. You
could pay less tax with a carefully constructed

ﬁnancial plan and by making the most of your
tax allowances.
Much has happened in the last 12 months
and your investments may look different from
a year ago. You holdings could now be taking
too much risk, or holding poor-performing
investments. An adviser can help you make
sure your investments are positioned to seek
the best returns for your ﬁnancial goals. The
value of investments can fall as well as rise,
and you may not get back as much as you put
in.

Make investing easier
With professional help from a ﬁnancial adviser
you can make your investments easier to look
after and reduce your management and
paperwork. This new tax year could be an
excellent time to bring all your pensions,
ISAs and investments together, saving you
time, effort and paperwork. Before transferring
a pension, please check you won’t lose any
valuable beneﬁts or incur excessive transfer
fees.

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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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 Conduct Authority. Levels, bases of and reliefs from
taxation are subject to change and their value depends on the individual circumstances of the investor.

Making your tax return

With the new financial year
starting on 5 April 2017, many
taxpayers are looking for ways
to maximise their allowable
tax reliefs for both the end of
the current tax year and for
the new tax year.

ISAs offer the quick solution
Individual Savings Accounts (ISAs) are
applauded by most for the generous tax
benefits they offer. Unlike other savings
accounts ISAs are tax efficient savings
and investments. Money invested in an
ISA will be sheltered from tax meaning
there is no capital gains tax and no UK
tax to pay on any income generated
(such as dividends), however, they are
not exempt from Inheritance Tax.
The one big advantage is that you don’t
have to declare ISAs on your tax return you don’t even have to inform HM
Revenue & Customs (HMRC) that you
have an ISA.
So when you invest as much of your
savings and investments into an ISA as
possible, you could save time filling

out your tax return and if all your
investments were held in ISAs, you might
not need to worry about the tax return
deadline at all. The ISA allowance for this
current tax year is £15,240 in 2016/2017
and £20,000 for the 2017/18 tax year.

Bed & ISA
If you hold investments (such as funds
and shares) outside an ISA and want to
avoid including them in your tax return
every year, you can consider a Bed & ISA.
Whilst currently it is not possible to
transfer investments directly into an ISA,
Bed & ISA services allow you to sell your
other investments free of charge,
providing there is sufficient amount to
reach a minimum value and use the
proceeds to open or top up an ISA. You
can then immediately buy back the same
shares or choose another investment or
hold as cash. The sale may generate a
capital gain or at worse a loss and you
will see a small difference in the number
of shares repurchased due to stamp duty
and commission on the repurchase.

The benefits of ISAs
Around 12.5 million UK adults can’t be
wrong, this is how many are believed to
have contributed to an ISA last tax year.
So why are ISAs so popular?
1. Tax benefits - there is no capital
gains tax or UK income tax to pay on
investments held in an ISA. Over the
long-term, these tax savings can make
a considerable difference to your
returns.
2. Flexibility - unlike many accounts,
when investing in a Stocks & Shares
ISA, there are no restrictions on
withdrawal, meaning you can take
your money out when you like.
3. Affordability –you can invest what
you can afford, from £25 per month up
to the £15240 limit (2016/17)with
some of the UK’s leading fund
managers, as well as FTSE 350 shares
and selected ETFs & investment trusts.
This can be especially good for those
who don’t currently have a
considerable amount to invest.
4. Generous allowances - this current
tax year (2016/17), savers and
investors can shelter up to £15,240 in
ISAs from tax. This means a married
couple can shelter over £30,000 from
the taxman.
Please remember, all stock market
investments can fall in value as well as
rise so they should be held for the long
term and you could get back less than you
invest. Tax rules can change and the value
of any tax shelters will depend on your
personal circumstances.

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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End of tax year planning
Before the 5th April and the end of the tax year, you need
to think about maximising your saving opportunities
before they disappear for good!
Check your tax code
Check your pay slip or ask your tax office
for a coding notice. This details your
allowances and any deductions due to
state benefits or taxable employee
benefits. Errors will affect how much tax
you pay and could result in a large tax
demand if you have underpaid. You could
also be paying too much if, for example,
your employment changed and your
correct tax code wasn’t applied or you
have more than one job. You can claim
back overpaid tax for up to four years.
Use all of your personal allowances
Ensure that you are making the most of
your individual tax-free personal allowance
(PA), which is £11,000 for 2016/17
(£11,500 for 2017/18 tax year) for people
aged under 65.
Remember to transfer any unused
allowances to your spouse or registered
civil partner, if they have little or no
income, to ensure that they are able to
make full use of their PA. Care should be
taken to avoid falling foul of the
settlements legislation governing ‘income
shifting’. Transfers must be an outright gift.
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.

Check your pension
Your pension contributions need checking
annually. Contributing to your pension is
often a good way to manage your tax
liabilities, although it should be done
with your full financial plan in mind. You
will need to consider the pension lifetime
allowance, which is currently £1million.
Anything above this level within your
pension can currently be taxed, thus
potentially altering your tax planning, so
it’s worth checking the size of your
pension pot, remembering to allow for its
natural growth, if you’re considering extra
contributions.
Capital Gains Tax Allowance
Many forget the ‘gift’ from the taxman, the
Capital Gains Tax Allowance is £11,100 for
the current tax year. This means that you
pay no tax on Capital Gains up to that this
threshold. It is also an individual
allowance, meaning that a couple can
shelter up to £22,200 and genuine gifts
from a spouse or civil partner do not count
towards the allowance.
There are various other
exemptions and careful
planning can again really
help your tax position.

Junior ISAs and Children’s
Savings
Junior ISAs for the 2016/17 tax year are
£4,080 (£4,128 in 2017/18); their Capital
Gains Tax Allowance is set at the same rate
as adults and they can also make pension
contributions.
ISA Contributions
Finally the ‘big one’, the amount you can
invest into an Individual Savings Account
(ISA) resets at the tax year end and if you
don’t use it, you lose it. This tax year, the
ISA limit was increased to £15,240,
rising to £20,000 in 2017/2018, which
means that many of us may not have
increased to the maximum allowance.
There’s also no longer a limit on how much
you can put into a cash ISA, so your entire
£15,240 could be invested in that way, if
you so wish.

Tax and National Insurance rates 2017-18 Tables
Income tax and income tax allowances
Income tax personal allowances
2017-18

2016-17

Personal allowance

£11,500

£11,000

Income limit for Personal allowance

£100,000

£100,000

Married couple’s allowance (maximum amount)

£8,355

£8,355

Income limit for Married couples allowance

£28,000

£27,700

2016/17 - The age allowance ceases to exist. The age-related personal allowance reduces where the
individual’s income in the tax year is above the income limit by £1 for every £2 above the limit until the level
of the basic personal allowance is reached.

Bands of taxable earned income
Starting rate for savings: 10%
Basic rate 20%
Higher rate 40%
Additional rate 45%

2017-18

2016-17

£0-£5,000

£0-£5,000

£0 - £33,500

£0 - £32,000

£33,501 - £150,000

£32,001- £150,000

Over £150,000

Over £150,000

The 10 per cent starting rate applies to savings income only. If, after deducting your Personal Allowance from
your total income liable to Income Tax, your non-savings income is above this limit then the 10 per cent
starting rate for savings will not apply. Non-savings income includes income from employment, profits from
self-employment, pensions, income from property and taxable benefits.

Inheritance tax
Inheritance tax
Rate
Individual nil-rate band

2017-18

2016-17

40%

40%

£325,000

£325,000

Since 9 October 2007, it has been possible to transfer any unused IHT nil-rate band from a late spouse or civil
partner to reduce the estate of the surviving spouse or civil partner.

Individual savings accounts (ISAs)
ISA maximum limits
2017-18

2016-17

Cash

£20,000

£15,240

Stocks and Shares (overall limit)

£20,000

£15,240

Junior ISAs

£4,128

£4,080

The 2017/18 ISA allowance has been increased from the previous tax year.

Lifetime and Annual allowances
Allowance
2017-18

2016-17

Lifetime allowance

£1,000,000

£1,000,000

Annual allowance

£40,000

£40,000

With effect from the 2016/17 tax-year, the current AA of £40,000 will be gradually tapered for anyone whose
total ‘adjusted income’, including the value of any pension savings, is above £150,000. Their AA will be
reduced by £1 for every £2 of income above £150,000, with a maximum reduction of £30,000. Therefore,
if their adjusted income is £210,000 or more, their AA will be reduced to £10,000.
You will still be able to carry forward any unused tapered annual allowance per the normal rules for 3 years.
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Reducing drawdown risk
Drawdown is now seen as one of the most
flexible retirement options available. It is
estimated around £6.1bn has been
invested in drawdown during the twelve
months following April 2015’s pension
reforms.
Drawdown like other pension options is
allowable from age 55 (57 from 2028),
drawdown offers you the potential to
increase your retirement income through
investment growth. You choose how much
income to draw and where you invest the
balance. Flexibility and control gives
drawdown its appeal but it can carry risks.
Unlike an annuity, drawdown needs
constant managing. You will need to
review your plan regularly, if you don’t you
could run out of money, should your
investments perform poorly, you withdraw
too much or you live longer than expected.

retirement income like this ‘ring fences’ the
underlying investments, improving the
prospects for capital growth and a rising
income over time, although both capital
and income can fall as well as rise.
There are many ways of generating
income within a drawdown account: you
can for instance gain dividends from
shares, or income paid by bonds. You can
buy these directly or through an
investment fund, managed by a skilled
professional fund manager.
The natural yield won’t provide sufficient
income for some investors, so it may be
necessary to sell some investments to fund
these withdrawals. Selling investments
after they have fallen in value will increase
the losses and can quickly erode the value
of the plan. This is a risk strategy if you do
not have secure income to fall back on.

WAYS OF REDUCING RISK IN
DRAWDOWN

2. Create a cash reserve to help
protect your fund
Having a cash reserve allows income to be
taken when needed without having to sell
investments. If the market falls, the cash
reserve is there instantly for you to draw
an income from.
Remember, markets can take months or
even years to recover. Depending on how
much income you wish to take, you might
need to keep a substantial cash amount

1. Select the right strategy
When taking income from drawdown you
have to carefully consider how long that
income needs to last. To help achieve this
goal, the right withdrawal strategy and
investments need to be chosen.
One strategy is to withdraw only the
income generated by investments (known
as taking the ‘natural yield’). Taking
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either within your drawdown plan or in a
separate savings account. The tax-free
cash lump sum available when you start
to drawdown can be a good source for
this cash reserve.
Holding cash offers security, however,
when holding only cash there is no growth
potential and inflation is likely to erode its
real value over time.

3. Hold a diversified portfolio
A balanced range of investments may not
seem exciting, but by spreading
investments over a variety of different
asset types, regions and sectors, reduces
the risk of getting it wrong.
One way of achieving a diverse portfolio
without choosing all of the underlying
investments is to invest through a fund.
In return for an annual management
charge, the fund manager will select for
you the underlying investments within the
fund.
Drawdown is higher risk than an
annuity, because the income is not
secure. Drawdown gives you the
chance to increase your income in
retirement, but it won’t be the best
choice for everyone. Stock market
prices can fall and you might not get
back what you invested. If you do not
have sufficient secure income to cover
your essential expenses, or even run
out, then drawdown is unlikely to be
for you and an annuity should be
considered.
What you do with your pension is
an important decision. You should
always seek professional financial
advice or guidance if you are at all
unsure.
The government’s Pension Wise
service can help. Pension Wise
provides free impartial guidance on
your retirement options face-to-face,
online or over the phone.

Are you well balanced?
Experienced investors have
come to appreciate that if
you want to be right more
often than wrong then you
should hold a well balanced
portfolio. By doing so, you
will gain the most
consistent returns over the
long term. The value of a
diversified portfolio will
play out over time.
UK and Overseas Geography
The pound’s fall in the wake of Brexit was
the biggest drop of any of the world’s four
major currencies since the collapse of the
Bretton Woods system, which is where
currencies were tied to the value of gold in
1973. This event is worth remembering.
Working out which currency or market will
perform best in any particular year is no easy
task, as an example, if you decided to invest
solely in the UK in January 2016 on the sole
basis you felt it would perform best would
have been technically correct, but precisely
wrong when currency movements had been
factored in.
Placing a foothold in many areas with a
geographically diverse portfolio eliminates
the guess work, can reduce market speciﬁc
risk and in 2016, would have generated

higher returns than solely investing in the
UK market.

Choosing the Sectors
Since Donald Trump’s election victory in
November 2016, fund managers have
remarked on the ‘reversal’ playing out in the
stock markets. Defensive stocks, like
pharmaceuticals, brewery and food, have
performed strongly for a number of years are
now beginning to be sold in favour of
previously unloved cyclical stocks.
Cyclical companies are linked to the wider
economy. These companies include banks,
automobiles, luxury goods and property etc.
When the economy is performing well, these
stocks tend to rally, as wages rise and people
become more conﬁdent about spending on
items such as houses or cars.
Defensive companies aren’t so reliant on
the wider economy, and tend to be more
resilient as trouble approaches. But
consumers will always need their goods,
irrespective of the economy.
During 2016 the UK banking sector
(a cyclical sector) was underperforming the
consumer goods sector (defensive) by some
30%. Conﬁdence was low, investors wanted
stability and funds heavily invested in these
types of stocks were enjoying good times.
Move forward six months, with the more
upbeat economic projections following Brexit
and Trump’s victory, the banking sector has
reversed this trend and now outperforms
consumer goods companies by close to

10%. Funds with a bias to cyclical
businesses have beneﬁted at the expense of
defensively focused funds.
It is well known that no one area of the
market will perform well all of the time so
creating a portfolio with exposure to
diversity can help to smooth returns.

Asset Classes
Bonds can offer a useful way of balancing a
portfolio. As concerns over China and the oil
price arose at the start of the year, the stock
market fell and bonds rose. Again, on the
days after Brexit bonds moved in the
opposite direction to the stock market. On a
relative basis, during these moments,
government bonds outperformed the stock
market by around 17% and 14%
respectively.
There is no guarantee this behaviour will
continue into the future, but events of 2016
have served to remind us that a mixture of
asset classes offer the potential for some
welcome shelter during tougher times.
A simple way to diversify
You don’t have to have a balanced portfolio;
however, if your portfolio only points in one
direction then you must accept that you will
be right only some of the time.
The most sensible strategy is to keep a
foothold in most areas and then concentrate
on picking the best investments for each.

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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Can a Child have a pension?

Many people are unaware that children can have a pension. Long-term
investments, such as pensions, can help to create a healthy income stream
for a child later in life. Here we investigate some of the things you might
not know about children’s pensions.
1. Children are eligible for pensions
To most people, pensions are a bit of a mystery and when it comes
to children many don’t appreciate the rules, that as soon as a child is
born in the UK they are eligible for a pension. It’s probably not the
ﬁrst consideration when you ﬁrst have a baby, but if you can step
back for a few moments at this time to think of their long
term future, then any money, however little, invested
will have decades to grow, as currently it cannot
usually be withdrawn until age 55 (57 from
2028, and likely to rise further in the
future).
The great advantage of even
small amounts invested in a
pension is the tax relief on
contributions. Most children
will receive 20% tax relief on
payments into their pension
up to £3,600 gross. In other
words, if you pay in £2,880
(net) the taxman

will automatically top it up by £720 to make £3,600, and even
better, investments in a pension are free from UK income and capital
gains tax, which means any growth or income (in the form of
dividends, for instance) is free of UK tax. This is of course based upon
how the current rules stand now and they may change and the
beneﬁts will depend on personal circumstances.

2. Anyone can contribute and these payments will
not count towards your own pension allowances
Any relative, grandparent and family friend may want to gift money
to a child. But at the same time, they may also want to make sure
the money is put to good use. Only a parent or legal guardian can
open a child’s pension, but once that’s done anybody can pay money
into it.
There’s also no impact on the donors own pension allowances as
‘technically’ the money belongs to the child, allowing you to
continue paying into your own personal pension(s) up to your own
limits.

3. Pension donations could reduce future
inheritance tax
Donations paid into a child’s pension is often covered by one of the
Inheritance Tax (IHT) exemptions, such as the annual exemption or
‘gifts out of income’. This means it might be exempt immediately
should the donor pass away. If, for whatever reason, the money isn’t
covered by one of these exemptions, it might still be exempt from
IHT, as a Potentially Exempt Transfer (PET), provided the donor
survives seven years from making the gift.
With this in mind, children’s pensions might be very attractive to
parents and, particularly, grandparents who are keen to pass on their
wealth but don’t want the benefactor to be landed with a large IHT
bill.

4. What type of child pensions are available?
There are many options available and the choice generally comes
down to how much input you want to have into how your child’s
money is invested, you might opt for a stakeholder account.
Stakeholder pensions, whether held by an adult or a child, are
subject to Government minimum requirements on charges and
investment amounts. However, they can be more limited in terms of
the investments available.
If you think you would like more control and ﬂexibility, then a child
can also have a Self Invested Personal Pension (SIPP). The parent or
legal guardian who opens the account is free to choose the
investments, they could opt for a ready-made investment portfolio if,
for instance, they need a bit of help getting started, or they could
start their own portfolio of investments. The important thing about
these accounts is that if you’re not happy with the performance of
your child’s investments, then you have a wide choice of alternatives,
which may not be the case in a stakeholder account.

5. The compounding effect of pensions
Compound growth is at the core of investing and is possibly one of
the most powerful geometric progression ratios known to man,
providing a constant rate of growth over the ‘period’.
With the investment horizon many decades away, children’s
pensions are well-placed to make the most of this phenomenon.
In fact, the earlier you start the more powerful compounding can be.
By paying in just £300 (gross) each month up to a child’s 18th
birthday, their pension pot could be worth over £500,000 as they
approach retirement. But remember, there are no guarantees, and
there is a risk your child will get back less than was invested.
Inﬂation will also erode values over time. Remember this is just an
illustration rather than a projection of what a pension could be
worth.

You can transfer a child’s pension
If you have invested in a pension for your child already,
you don’t have to stick to that provider. It’s important to
regularly check they are meeting your needs as a client
and the investments are on track to achieve your
objectives.
It is worth knowing that some pensions can come with
exit fees should you decide to transfer, so it’s vital you
check the terms of your child’s account before you go
ahead. You should also check they won’t lose valuable
benefits or guarantees. Pensions are also usually
transferred as cash, meaning your child’s investments
will be sold prior to the transfer. This means they will be
outside of the market while the transfer takes place and
they could miss out on any market place growth while
cash is held.
Another good point regarding transfers is that on
transferring a pension it doesn’t count as a contribution
and so won’t affect your child’s remaining annual
allowance for this tax year.

The sooner you start the better
Once you’ve decided which sort of pension (e.g. a
stakeholder pension or a more flexible personal pension)
you’d prefer, it’s pretty easy to open an account for a
child.
A child’s contribution allowance ‘resets’ every tax year.
So if you’re planning to use this year’s allowance, it must
be received by 5 April 2017, leave it any later and they
will lose this year’s allowance.
Investing just £25 per month is only £300 per year and
it could very well be the greatest gift you can give a child
in their entire lifetime. The sooner you start a child
pension the bigger the final pot will be when they reach
retirement.

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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Five key life events ....
getting it right
Most people have to face life changing decisions, but not all have
to face them alone, when it comes to financial decisions.
Here we explore five of the most life changing events which can
significantly impact your future finances so it’s worth
considering whether you could benefit from the help of an expert.
1. Marriage

3. Employment

Getting married or entering into a civil
partnership means a change to your life and
finances. Changes happen to your habits,
your priorities and even in how the law
treats you, but there are many tax
advantages to being married or in a civil
partnership.
• You can transfer assets between husband
and wife/partner which allows both of you
to use your individual capital gains
allowances.
• The marriage or partnership allowance
allows a person earning £11,500
(2017-18 allowance) or less, to transfer
£1,100 of their personal income tax
threshold to their higher-earning partner,
provided their partner is a basic-rate
taxpayer.
• Additionally, you can pass assets between
each other during your lifetime or upon
death completely free from inheritance tax.
With this complex law change it could be
worthwhile having an expert help review
your assets. They can reposition your assets
in the best way to meet your goals, and
organise them in the most tax-efficient way.
Tax rules can change and benefits will
depend on personal circumstances.

As careers change so does your income.
Career moves often bring a change in
income. The government offers generous tax
breaks to savers and investors: your ISA
allowance is one and the tax relief you get
on pensions is another.
A professional financial adviser can ensure
you are using your tax allowances and
exemptions efficiently and are paying no
more tax than necessary. Reviewing your
plans and receiving expert advice ensures
your investments and income are sheltered
from tax as well as they can be.

2. Arrival of children
We all know the old saying ‘the sooner you
start the better’, so whether it’s to help them
get on the property ladder, or to pay the cost
of higher education, the earlier you start
investing for your children’s
future, the better.
One of the best types of
investment used for this purpose is a
trust. There are many different forms
of trust, all with different rules, and it
could be sensible to seek professional
financial advice to assess which would
be right for you now and in the future.
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4. Inheriting
When you receive an inheritance, it offers the
opportunity to put this new money to good
use, but what is best? Making the right
decisions with this lump sum could put
yourself and your loved ones on the right
track to a secure financial future.
You may decide to set up your own
emergency cash fund, then, if you have any
debts, credit cards etc, pay them off. Once
you are free from your debts, you can
start to plan and invest for your future.
A professional financial adviser can
help you create a well balanced and
diversified portfolio which takes
into account your attitude to risk,

your financial goals and tax shelters, as well
as upcoming legislation changes.

5. Retirement
Retirement is probably the most important
life change you will ever need to plan for.
These big decisions are often irreversible and
can define how you live for the rest of your
life, which is why many people seek expert
financial advice at this key stage.
The number of investments, strategies and
income options available to you can be
enormous and very and complex. An expert
can assist you in building a tailored plan and
deciding which could be the better option for
you.
A professional financial adviser can help
you with finding:
The best way for you to fund your
retirement, taking the right amount of risk
that you are comfortable with and ensuring
you use tax efficient wrappers effectively
along with planning for ill health and longterm care provisions.
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.

Inheritance tax

and you

Many people can avoid paying inheritance tax by planning
early. Inheritance Tax (IHT) is payable by people who, for
the most part, could have avoided doing so. Obtaining good
financial advice will ensure your estate will go to your loved
ones with the minimum amount of IHT payable.
What reliefs are available?
As from 6 April 2017, there will be a new
‘main residence transferable nil-rate band’
(family home allowance) which will apply
when a main residence is passed on to a direct
descendant. This new main residence
transferable nil-rate band will work alongside
the existing IHT nil-rate band which is currently
£325,000. In the same way as with the current
nil-rate band, any unused main residence
transferable nil-rate band will be transferred to
a surviving spouse or registered civil partner.
A property which wasn’t used as a residence
of the deceased, such as a buy-to-let property,
will not qualify but second homes would.
The allowance will initially be set at £100,000
in 2017/18, increasing to £125,000 in
2018/19, £150,000 in 2019/20 and up to
£175,000 in 2020/21 (and then increase each
year in line with inﬂation (CPI)).
If a person was to inherit from their spouse,
then it is possible therefore that by 2020/21,
this individual will have their own nil-rate band
of £325,000 as well as a main residence
transferable nil-rate band of £175,000 in

respect of their main residence, plus a nil-rate
band of £325,000 inherited from their spouse
and a main residence transferable nil-rate band
of £175,000 inherited from their spouse. This is
how the government achieves its much
advertised total of £1 million. It is worth
remembering that the current nil-rate band of
£325,000 is set to remain until 2020/21. There
is also going to be a tapered withdrawal of the
main residence transferable nil-rate band for
estates worth more than £2 million.

Proposed changes
Inheritance tax is very emotive, especially for
surviving relatives as the structures into which
you transfer your assets can leave lasting
consequences for your family. The current rate
of IHT payable is 40% on property, money and
possessions above the nil-rate band. The rate
may be reduced to 36% if 10% or more of the
estate is left to charity. It’s vitally important to
ensure that your affairs are structured in the
most tax-efﬁcient way possible.

Lifetime Gifts
Lifetime gifts to individuals are potentially
exempt transfers and fall outside the
scope of IHT, provided those making the
gift survive at least seven years from the
date of the gift.
Wills
Ensure you have an up-to-date Will in
place, so as to leave your family with the
maximum assets and at the least tax cost.
Trusts
You can transfer part of your wealth to a
family member but still retain control;
Trusts can sometimes help you to
eliminate unnecessary tax charges,
enabling the maximum possible part of
your family’s wealth to be preserved.
Business and Corporate structures
If you run a business, study the structure
of your business when considering your
affairs. Changing the structure of a
business can have significant tax
implications.
Concessions
The management for IHT purposes is more
positive for some assets than others.
Business assets and shares in unquoted
companies, works of art and agricultural
land, for example, all benefit from special
concessions which may assist in passing
on your wealth efficiently.
Charitable gifts
Making gifts for charitable purposes can
be highly effective in potentially reducing
an IHT charge on death.
Tax implications
Without careful financial planning,
HM Revenue & Customs could become
the largest beneficiary of your estate
following your death, this is no ideal and
a main reason why you should obtain
professional financial advice to ensure
your needs are fully considered.

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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How to diversify
We all feel safe at home and we
appreciate most what is around us,
therefore as investors we traditionally look
to funds in the UK to fulfil our yield hungry
income needs.
But by only looking to home shores we
could be missing out the growing number
of income opportunities of overseas funds.
By extending the search for income beyond
the UK, investors have access to the
increasing number of companies outside
the UK offering attractive yields and
dividends.
Investing overseas also offers
diversification benefits, as well as
expanding upon the opportunity set in the
UK sectors such as pharmaceuticals and
tobacco, where UK dividend-paying
companies are strong. Investing
globally can provide access to
sectors not as well represented in
the UK, such as commodities and
technology.
The emerging economies of
Asia are becoming an

increasingly interesting hunting ground for
adventurous income investors. In the past,
companies tended to reinvest their profits
back into projects which would yield a
better return for shareholders than
dividends would. Nowadays companies are
aware of the considerable investor
demand for income, and companies are
demonstrating stronger commitment to
paying dividends, though it’s not always
guaranteed.
Global investing offers exposure to
overseas currencies and the pound’s recent
weakness has made dividends from foreign
companies more valuable to UK-based
investors, although should sterling
strengthen, then value of these dividends
would fall.
Most people resident in the UK will
continue to form the core of their
portfolios around UK funds, steering away
from the number of quality income funds
investing overseas. With this opportunity
to diversify investors could now build a
diversified income portfolio across, not

only UK funds but also global funds as
well.
Before embarking on diversifying
towards a global portfolio, investors
should consider their own objectives and
attitude to risk before making any wider
investment decisions. Yields are calculated
on their historic performance and are not a
reliable indicator of future income.
Remember also that all stock market
investments funds can fall as well as rise in
value, so you could get back less than you
originally invested.

This article is provided
for your interest, it is
not a guide to how you
should invest.

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

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

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
960 Capability Green, Luton, Bedfordshire, LU1 3PE

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.

