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Investment

The pandemic has reportedly created 6
million accidental savers, but what’s the
best way to use this extra cash?
The effect of the lockdown on millions of bank accounts has been to
boost savings for people whose incomes have remained the same but
whose spending has dropped.
With the prospect of life returning to a new normal, it’s a chance to think
about how to make the most of these savings and build on them too.

Where were savings made?
Working from home meant the cost of commuting was put on hold.
Holidays were not booked, and the closure of restaurants, bars and
entertainment venues cut spending in those areas, resulting in
slightly healthier current accounts.
All this, the Bank of England estimates, resulted in over £125 billion
saved in 2020. Its survey does note that only a fraction of this is
likely to be spent by households, suggesting a cautious approach.
This is understandable given the drop in income for furloughed employees,
the loss of income for the unemployed and an unstable job market.

How to invest your lockdown savings
Leaving your savings in a high-street bank account won’t build much
interest. But there are options out there for those who want better
returns on what they’ve saved:
Invest in a stocks and shares ISA – not only will any dividends
paid to you be tax-free, but any gains will also be exempt from
capital gains tax.
Contribute to your private pension – this comes with the benefit
of tax relief status on your contribution if you’re a taxpayer.

Other ways to make the most of your savings
Aside from investing, there are some useful ways to use any extra
money saved during lockdown:

Mortgage overpayments – you could make regular
overpayments on your mortgage, reducing its overall term
length and the amount you owe on the loan. Check with your
mortgage company about their terms and conditions relating
to overpayments.
Build an emergency fund – this fund should contain enough to
cover the essentials for a month (like bills, food and your rent
or mortgage payments) if anything were to happen affecting
your income. Consider opening a separate bank account —
easily accessible to you — to store your fund.
A great place to start with all of these options is to create a budget
that tracks your income every month compared to your spending,
allowing you to work out how much you can put aside.
Our trusted financial advisers are here to help you find the best
ways to invest your money to make the most of your savings —
whatever your situation.
The value of investments and any income from them can fall as well
as rise and you may not get back the original amount invested.
HM Revenue and Customs practice and the law relating to taxation
are complex and subject to individual circumstances and changes
which cannot be foreseen.
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How to
make the
most of
your
lockdown
savings

Pay down debt – if you have lingering debts, whether they’re
credit cards or student loans, consider using your extra cash
to help eliminate them for good.

General

people think they don't
have sufficient wealth
to seek advice

14
in

think advice is for those with
savings over £100,000

34
in

of those who have sought
advice have savings and
investments of less
than £100,000

The value of advice
Throughout our lives, we face having to make
financial decisions that can have a major impact
on our wealth, as well as determining whether we
meet our goals, and can protect ourselves and our
families from unexpected events. A carefully
thought-through financial plan can make a positive
difference, no matter what stage of life you’re at.
Isn’t expert advice only for the wealthy?
Certain life events, such as buying your first home, having a baby or retirement, will
tend to prompt people to seek advice.
And don’t think that professional financial advice is only for the very wealthy or is only
useful when it comes to making complex investment or pension decisions. Even a
seemingly straightforward financial goal could involve numerous decisions and
having to make a choice from a range of different products and providers.
Research has found that two in five people think they don’t have sufficient wealth to
seek advice and over a quarter (27%) think advice is only for those with savings over
£100,000. The reality is that 77% of those who have either sought advice or who
currently have an adviser, have savings and investments of less than £100,000,
compared to just 5% with more than £500,000.

Is it worth seeking financial advice?
Over the years, research has produced some interesting findings that highlight the
benefit of taking advice when making financial decisions.
When assessing financial returns, one study found that individuals who receive
financial advice were likely, on average, to receive 4.4% more per annum in net
returns. This was through a combination of financial planning, tax advice,
preventing behavioural mistakes and rebalancing portfolios.
Elsewhere, another study highlighted that receiving professional financial advice
over a five-year period (between 2001 and 2006), resulted in a total boost to
wealth (in pensions and financial assets) of nearly £48,000, a decade later.

The real value of advice
Good financial outcomes are obviously important, but the true value of financial
advice can be measured in different ways. As well as saving you time, working
with a trusted financial adviser can give you the peace of mind and reassurance
that things are in hand.
No two clients will have the same requirements, so it’s vital you obtain sound
financial advice tailored to your individual needs. That’s where we can help, with
tailor-made advice which helps to add value, whatever stage of life you’re at.
The value of investments and any income from them can fall as well as rise and
you may not get back the original amount invested.
Past performance is not a reliable indicator of future performance and should not
be relied upon.
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Pensions

Tracking down your
old pensions
All pension providers are obliged to
send members of their schemes annual
statements to keep them updated on
how much their pension contains.
The Association of British Insurers
(ABI) estimates 1.6 million pension
pots worth billions of pounds are
forgotten about due to people just
moving home. So it’s vital to write to
your old pension providers to let
them know if your address changes.
The government is in the process of
launching a dashboard where all
pension providers will be able to
input member details, giving
customers the ability to see their
pensions in one place. But the
process will take some years for all
providers to supply their data.

When you leave a job, it’s easy to forget about the workplace
pension you might have had there. With the average person having
several jobs during their lives, along with the 2012 introduction of
auto-enrolment for employer-based pensions, it’s not surprising
that many of us have more than one pension to our name.
Whatever the situation with your workplace pensions, the first
thing to do if you’re thinking about consolidation is to speak to
a financial adviser. We can help you figure out the best solution
for your individual needs.

Consolidating your pensions
As to whether you should consolidate
your pensions into one pot, the first
step should be to check the small
print. If you have an older pension
(around 20 years or older), you could
lose some of its benefits if you
transfer and be left with steep exit
fees taken out of your pension amount.
Unlike older pension schemes, the
newer ‘defined contribution’ pensions
are more common and less likely to
be affected by exit penalties if you
want to transfer them into one place.
The funds are invested, which makes
consolidation an attractive option.
It’s worth noting that if you’re still
paying into a defined contribution
scheme and want to withdraw from
it, the amount you can pay in and
claim tax relief on could reduce.
On average, management fees for
workplace pensions are around 1%.
Newer pensions could benefit from tax
benefits that older ones don’t come
with, so it’s always worth checking
each policy individually and get some
advice from a financial adviser.

Leaving older pensions
where they are
Along with exit fees and tax
privileges, pre-2006 pensions (that
were not affected by tax changes
established in 2006) could have
benefits like guaranteed annuity rates
(promising a guaranteed income after
retirement), which could be lost if
transferred to another pension pot.
Final salary scheme pensions are
probably best where they are, too,
due to the nature of their payouts
when you retire (based on what you
earn at retirement.)
Some people opt to create a
self-invested personal pension (SIPP),
which lets them choose where their
pension money is invested. This is
beneficial to those who want to put
their money into sustainable funds
and make ethical investment choices.
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Time to
consolidate
your
pensions?

Employer pensions can accumulate as we
change jobs, and it’s easy to lose track of
how much each one contains. We explore
what you need to know if you’re thinking
about consolidating your pensions.

