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Pension freedom
– the headlines
Today's pension savers can
enjoy far greater freedom
over how they access their
pension savings, but it could
lead to some making wrong
decisions and paying
unnecessary tax.

So, if you are a basic-rate (20%) taxpayer,
any income you draw from your pension will
be added to any other income you receive,
which could push you into the higher (40%)
or even top-rate (45%) income tax bracket.

That’s why it’s important to understand
what the changes mean to you and
take professional financial advice so
that you can make the right decisions
with your pension.

Combining smaller pots

Since April 2015, people over the age of
55 have had greater power over how they
take their retirement savings and more choice
in terms of the options available. It’s now
possible to:
• take your pension fund as cash in one go
•	take smaller lump sums as and when
needed, leaving the rest invested
• take a regular income
The latter could be via income drawdown,
where you draw directly from the pension
fund which remains invested, or via an annuity,
where you receive a secure income for life.
However, any withdrawals in excess of the
tax-free amount will be taxed as income
at your marginal rate.

If you have multiple pension pots you may
want to think about transferring them so that
they are all in one place. This would make your
pension savings easier to manage and you may
benefit from more investment choice than the
current provider offers. However, there could
also be disadvantages like exit penalties or
a loss of benefits.
If you’re thinking of transferring an old pension
plan please talk to us first so that we can help
you make a fully informed decision.

Think about the long term

Although it might be tempting to take your
whole pension pot at age 55, remember that
the money has to last as long as you do.

Another important change (that perhaps
hasn’t been as well publicised) relates to
pension death benefits. Before April 2015
you could only pass on your pension savings
to one of your dependants and keep them
invested within the tax-efficient pension wrapper.
Under the new rules, you can now pass
on the wealth built up through your pension
savings to anyone you choose, with the funds
still remaining within their tax-efficient pension
wrapper until they are needed. The rules around
how this works in practice can be complex,
but in principle it means your beneficiaries will
receive more of the wealth you’ve created
because it won’t be eroded by taxation.
HM Revenue & Customs practice and the law
relating to taxation are complex and subject
to individual circumstances and charges which
cannot be foreseen.
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.

Calculating the right level of income to
last you through retirement could be tricky;
you don't want to use up your money too
quickly, or live more frugally than you actually
need to. So how long do you think your
retirement income needs to last?
According to Just Retirement's longevity
calculator, a 60 year old man of average
health has a 50% chance of living to the
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If you’re looking to access your
pension, or you’d like to understand
what death beneﬁts are available from
your current pension provider, please
get in touch.
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Power to the people

Choosing to take your pension out in stages,
rather than in one go, could help you manage
your tax liability.

age of 90, compared to a 60 year old woman
with a 50% chance of living to 93.

Autumn Statement 2016

The Chancellor, Philip Hammond, delivered
his Autumn Statement on 23 November. He
reiterated the government’s promise to “build
an economy that works for everyone” but
what do the measures announced mean for
your finances?

Salary sacrifice

Income Tax

For 2017/18 the ISA investment limit will rise to £20,000, with the
Junior ISA (JISA) and Child Trust Fund limits increasing to £4,128.

Total Income (£)

2016/17 (£)

2017/18 (£)

Tax Saving (£)

Less than 11,000

0

0

0

15,000

800

700

+100

20,000

1,800

1,700

+100

30,000

3,800

3,700

+100

40,000

5,800

5,700

+100

50,000

9,200

8,700

+500

75,000

19,200

18,700

+500

100,000

29,200

28,700

+500

125,000

43,600

43,300

+300

150,000

53,600

53,300

+300

200,000

76,100

75,800

+300

The Chancellor confirmed the goals of a personal allowance of £12,500
and higher rate threshold of £50,000 by 2020, but also announced that
after 2020 the personal allowance increase would be linked to the
Consumer Price Index (CPI) rather than the National Minimum Wage
(NMW), as previously proposed. The NMW will itself rise by 30p an hour
to £7.50 from April 2017.

Inheritance Tax

The Inheritance Tax (IHT) nil rate band, which has been frozen at
£325,000 since April 2009, will remain unchanged until at least April 2021.
The new residence nil rate band announced in the July 2015 Budget starts
in 2017/18, but only at a level of £100,000 (it rises by £25,000 a year for
each of the following three tax years before becoming inflation-linked).
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Individual Savings Accounts (ISAs)

Pensions

Three important changes to pensions occurred on 6 April 2016:
• A further 20% reduction in the lifetime allowance from £1.25m to £1m,
with the introduction of two new transitional reliefs;
• The tapering of the annual allowance to as little as £10,000 for those
with high incomes; and
• The start of the new single tier state pension system, marking the end
of the basic state pension and state second pension for anyone reaching
their state pension age after 5 April 2016.
Mr Hammond also announced a reduction in the money purchase annual
allowance (MPAA) from £10,000 to £4,000 for 2017/18 onwards. This
measure is aimed at individuals drawing income under the pension
flexibility rules and then recycling it as further tax-relieved pension
contributions.
The latest cuts to the annual allowance and lifetime allowance mean that
as the tax year end nears, reviewing pension contributions should be one
of your priorities.

The housing market

While there were no new measures directly aimed at landlords, the move
to bring in legislation banning letting agents from charging fees to tenants
is likely to have an indirect effect.

Business Taxes

The main rate of Corporation tax will fall to 19% from April 2017 and the
Chancellor confirmed the goal of a 17% rate by 2020.

If you’d like more of the headlines behind the Autumn
Statement and what they mean for you, please talk to us.
01276 855717
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The 0% starting rate band for savings will remain at £5,000. Both the
£100,000 threshold for phasing out the personal allowance and the
£150,000 starting point for additional rate tax are unaltered for 2017/18.
The result is that the overall tax burden is little changed for basic rate
taxpayers, but most higher rate taxpayers will see a useful boost.

New rules will apply to salary sacrifice arrangements from 2017/18
which will largely negate the current Income Tax and National Insurance
Contribution (NIC) advantages of such arrangements. There will be
exemptions for arrangements relating to pensions (including advice),
childcare, Cycle to Work and ultra-low emission cars.

Achieving your
financial goals

We lead complex lives in an increasingly
complex world. As your financial adviser
we can help you better understand your
financial challenges, goals and needs,
and help you find appropriate ways
to meet them.
Even a seemingly straightforward financial goal can involve numerous
decisions and a lot of time and effort getting it right. Whether it’s buying
a home, investing for the future or protecting the people and things you
cherish, we're here to help you make the right choices for your needs.
Here are some of the services we provide, which our clients have told
us they value the most.

Mortgages

With so many mortgage lenders offering products on the high street and
online, it can be tempting to cut out the middle man. But when you’re
making such a huge financial commitment, professional guidance can
be invaluable, particularly if your needs are out of the ordinary. As well as
arranging your mortgage we can also recommend specialist professional
services that can help with other elements of your home-buying process,
including solicitors and surveyors.

Protection

When using comparison sites and direct insurers, how can you be
sure their “off-the-peg” solutions meet your specific needs? Using our
expert product knowledge we can help you find the right solution for
you. Whatever your particular need – be it income, family, mortgage or
business protection – we can access high quality products from a range
of handpicked providers; providers we have selected because they are
proud to stand behind claims when it matters the most.

Retirement planning

The onus to create a comfortable retirement is falling increasingly on
the individual, and the new pension regulations, whilst bringing welcome
freedoms, introduce additional complexity to your at-retirement choices.
The right financial plan could help secure a more comfortable retirement
– not just for you, but also for your loved ones and heirs. We can help
you navigate the complexities of the new rules. Knowing what can be
achieved and establishing the right strategy as early as possible can
help you prepare for the future.

Inheritance planning

Passing our hard-earned wealth to loved ones often forms a big part of
our ambitions. The right forward planning can help you maximise your
heirs’ inheritance by minimising tax liabilities. We can help you put the
right structures in place.
Of course, your needs in any and all of these areas will change over time,
and regulatory changes can impact the effectiveness of any structures
already in place, so we recommend a regular review to ensure that your
plans remain on track and relevant.
HM Revenue and Customs practice and the law relating to taxation are
complex and subject to individual circumstances and changes which
cannot be foreseen.
The value of investments and any income from them can fall as well
as rise. You may not get back the amount originally invested.

As well as your pension, you may have opportunities to invest lump sums
– such as an inheritance or bonus – but are unsure about what strategy
is best. As with all areas of financial planning, it pays to have a clear
objective or vision. We can talk you through the important things to
consider and help you create a balanced and diversified portfolio, taking
into account your financial goals, attitude to risk, and any appropriate
tax planning.

To ﬁnd out more about how we can help you, please get in
touch.

Your home may be repossessed if you do not keep up repayments on your mortgage
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Investment planning

Maximise your
ISA allowance

If you haven’t used up your Individual Savings
Account (ISA) allowance for 2016/17, you
have until 5 April to do so.
Saving into an ISA is a great way of making your savings work harder.
Whether you’re looking to supplement your retirement income, build up
funds for a property purchase or you simply want a ‘rainy day’ nest egg,
ISAs offer an array of tax-efficient savings options. But with the tax-year
end fast approaching, the clock is ticking for you to use your full 2016/17
ISA allowance of £15,240.
Why is it so important to use up your allowance? Here are some
great reasons:

the tax benefits in the form of a one-off ISA allowance equal to the value
of the ISA at the date of the holder's death. For example, if your partner
had £40,000 in ISA savings including interest, your ISA allowance for that
tax year would be £55,240 (the value of your partner's savings and your
own ISA allowance for the 2016/17 tax year).
The tax efficiency of ISAs is based on current rules. The current tax
situation may not be maintained. The benefit of the tax treatment depends
on the individual circumstances. The value of your stocks and shares ISA
and any income from it may fall as well as rise. You may not get back the
amount you originally invested.
Contains public sector information licensed under the Open Government
Licence v3.0

Your ISA is tax-efficient

Unlike some other investments, your returns are not subject to tax.
That means every extra pound you save (within your allowance) will
be sheltered from the taxman. This tax year, you can invest up to
£15,240 tax-free.

You can’t ‘carry over’ your ISA allowance

You cannot carry any unused ISA allowance over to the following tax
year unlike some other personal allowances (such as your pension annual
allowance). That makes it doubly important to invest your full allowance,
if you can afford to. You also have the freedom to take money out and
put it back in later in the same tax year, without losing any of your tax-free
entitlement. That means you needn’t worry about missing out on lost
interest if you need to make a short-term raid on your savings, but can
afford to replace it later.

Maximising your ISA savings can deliver huge benefits over the longer
term. For instance, assume you invested the current maximum allowance
of £15,240 in a Cash ISA, every year, for 25 years. Even if your investment
grows at a modest 2.5% each year, your investment would have grown
to £555,841.15.

Inheriting an ISA

Before April 2015, any savings held in an ISA automatically lost their
tax-free status on the death of the ISA holder. Since April 2015, however,
the Additional Permitted Subscription allows the spouse / partner to retain
Bray Wealth Management
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Contact us for more information or advice about the different
kinds of ISA investments. We will help you to make the best
choice for you and your family.
01276 855717
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The miracle of compound interest

Pension death benefits
With the introduction of pension freedoms in
2015, we now have a range of options when
deciding how to fund our retirement. But few
of us stop to consider what might happen
on our death: retirement itself seems far
enough away!
Under the previous regulations, only one dependant of the pension
plan holder could inherit a drawdown pension on the plan holder’s death.
Commonly known as a “widow’s pension”, widowers, civil partners and
a single named child could also inherit, putting the plan holder in a difficult
position if they had more than one child.
Many still believe that this is the only way their pension savings can
be passed on in the event of their death. However, alongside the more
familiar changes to the retirement regime, the reforms heralded significant
changes in how pension death benefits are taxed, bringing with them new
inheritance planning opportunities.

The pension family tree
A family comprises a husband and wife, their two children
who in turn have two children each (four grandchildren in
total). The husband dies aged 76 with £500,000 remaining
in his pension fund.

£500,000

The wife inherits a Nominee Flexi-Access Drawdown plan.
As her husband died after reaching the age of 75, any
withdrawals are taxable as income. The wife dies aged
74 with £450,000 remaining in the plan.

£225,000

Passing on your wealth

Since April 2015 it has been possible for the plan holder to pass their
pension on to any nominee – or a number of nominees – through
something called Nominee Flexi-Access Drawdown. Further, when
the nominee dies, a successor – or successors – can also inherit
a drawdown pension through a Successor Flexi-Access Drawdown.
In turn, each nominee or successor can pass the assets on to other
nominees or successors, retaining the tax efficiency of the plan
through multiple generations.
The key benefit lies in retaining the assets within a pension wrapper:
in this way they fall outside of the plan holder’s assets for Inheritance
Tax (IHT) purposes. And as long as they remain within the wrapper they
retain their full tax advantages until they are needed by the nominee
or successor.

The two children each inherit half of this (£225,000) through
Successor Flexi-Access Drawdown. Withdrawals are tax free
as the mother died before age 75. However, both children die
in their 60s without accessing their plans. As they also died
before reaching 75, each residual pension fund passes tax free
to the grandchildren.

£112,500

Each grandchild inherits a Successor Flexi-Access
Drawdown pot of £112,500 and enjoys tax-free withdrawals.

If the plan holder – or a nominee or a successor – dies before the
age of 75, not only are the assets passed on free of IHT, but the
drawdowns are paid out free of income tax. If they die after the age
of 75, the assets are still excluded from the estate for IHT purposes,
but any lump sums or income drawdowns are treated as income
and subject to the beneficiaries’ personal tax position (ie. taking into
account other sources of income).

How might your dependants benefit?

The example given opposite is a simplified illustration and only
a guide to what might be achieved with careful financial planning.

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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Please contact me if you would like to discuss the pension
death beneﬁt rules and explore whether and how you and your
loved ones could beneﬁt from them. We can review your
current arrangements to see if they offer the ﬂexibility required
and explore alternative arrangements if necessary.
01276 855717
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However, it is important to note that most of the existing pension plans
were set up before the new regulations came into force and may not
have the flexibility to establish Nominee or Successor Flexi-Access
Drawdown accounts. Instead, the pension provider will pay out the full
value of the fund in cash on the death of the plan holder. In that situation,
the assets count towards the total estate for IHT purposes and the tax
benefits are lost.

Investing for the
next generation

Initially this often translates into a surplus of toys but,
give or take technology fads, this stage eventually
passes. At that point thoughts turn towards the future
and the transition from child to adulthood.
The longer-term perspective raises the possibility of making
investments for your children which they can call on in adult
life. This can lead to a variety of issues:
•	are there particular needs which should be targeted
or is flexibility more important?
•	which investments would be appropriate?
•	can some parental or other controls over when children
can have access to the investment be put in place?
• which are the most tax efficient?

Save for what?

For today’s children, the path through the early years of
adulthood looks rather different from, and more expensive
than, that of parents and grandparents:
Higher education may be seen to be more important for
getting that dream job but it also comes at a much higher
cost. Taking into account tuition fees, accommodation and
living expenses, a three year degree is likely to cost
students between £35,000 to £40,000. Before 1998, there
were only grants. Loans for tuition fees did not begin until
2006. You may have left university with a bank overdraft,
but the sum owing probably pales into insignificance
compared to the five figure debts many of the coming
generations of graduates face.
Marriage can be costly for those who choose it.
According to the consumer website Money Saving
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Expert, the average wedding costs around £20,000.
One third of couples questioned admitted going into
debt to pay for their wedding.
Getting on the first rung of the property ladder is another
growing cost for the next generation. The typical first-time
buyer borrows over 3.39 times their income with a deposit
of 17% and we’ve all heard of the Bank of Mum and Dad.
Once they have the degree, the job and the home (and
the mountain of debt), there’s another long-term financing
requirement which today’s children will encounter:
retirement provision. The final salary pension scheme,
which has benefitted today’s retirees, has virtually
disappeared for new private sector employees.

Take expert advice

Two principles that apply to many aspects of financial
planning are particularly relevant when thinking about
children:
1.	The sooner you start the better, and the more scope
there is for investments to grow (although there's still
no guarantee that they will).
2.	Take expert advice before making any decisions.
The right investment set up in the wrong way can
be worse than the wrong investment set up in the
right way.
The value of your investments and any income from
them can fall as well as rise and you may not get back
the original amount invested.

If you want to help your child progress through
this ﬁnancial landscape, please get in touch.
01276 855717
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“A good start in life” is what all parents
want for their young children.

Risk vs reward

While homeowners can still benefit from
low mortgage rates, savers will be struggling
to enjoy any kind of growth on money they
have on deposit, leading some to consider
a riskier investment.
If you're considering investing in the stock market, one crucial and
very personal issue is how you feel about the prospect of putting
money at risk and your ability to accommodate any loss in value.

What's your appetite for risk?

It's a fact that risk and the potential for reward go hand in hand:
Investments that are low in risk are low in potential reward, whereas
the more risk you're willing to take with your money the greater the
potential for reward.

	potential returns and possibly see the spending power of that money
fall due to inflation.
•	
Are there tax-efficient opportunities available – such as pensions
or ISAs?

Devising an appropriate investment strategy

Once you are clear about the risk you need to take to reach your
goals you'll need an investment strategy that is finely calibrated
to deliver the results you’re looking for.
This is where a number of other key aspects of investment come
into play:
1.	Avoiding the ‘eggs-in-basket’ principle. We can make sure your
portfolio is invested across a range of assets in order that the positive
performance of some, neutralises the negative performance of others.
2.	Making sure your money is in the hands of some of the best
and most consistent investment managers in the business.

Return

Higher Risk

3.	Making sure you can give your investments time – the longer you
can leave your investments in place, the more likely you are to
cope with any short-term changes in market value.

Talk to us

Time

Purely for illustration purposes

Factors in determining risk

As investment advisers, we will consider a range of factors when
assessing your attitude to investment risk:
• Age – how old you are may affect how you would like to invest,
particularly the closer you get to retirement.
•	
The need for emergency cash – you should always keep a certain
amount readily accessible (for example, in a deposit account) in
the event of an emergency or as a foundation for your longer-term
savings and investment.

As members of Openwork, one of the UK’s largest networks of financial
advice businesses, we follow a clear and thorough process designed
to clarify exactly what you need from your investments. We also have
access to a meticulously researched and managed range of investments
specifically designed to meet clients’ different needs.
Taken together, you will know not only that your money is in good
hands, but also, that given time, there is an increased level of probability
that it will perform in line with your expectations.

Need advice?

Good investment advice involves building a clear picture of the results
you're looking for, taking into account your current financial position,
your future goals and your personal attitude towards the subject
of investment risk.
The value of investments and any income from them can fall as
well as rise. You may not get back the amount originally invested.

•	
Can you afford to take a risk? – if your investments dropped in
the short term, do you have the time to wait for them to recover?
• C
 an you afford not to take a risk? – leaving all your money on
deposit may carry minimal risk, but you may miss out on higher
Bray Wealth Management
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Talk to us for expert advice.
01276 855717
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Lower Risk

The search for a reliable
retirement income
The April 2015 pensions changes scrapped
compulsory annuities, giving pensioners
greater choice over how to take their
retirement income.
In principle, this historic change to UK pension legislation opened
up a range of investment opportunities. With increased control of their
pension, investors can seek to position their portfolios to deliver the
income required, while retaining – and perhaps even growing
– their invested capital.

Generating income in a low interest-rate environment

While these pension changes offer many opportunities, generating
investment income remains difficult – particularly in view of the historically
low interest rates.
As the chart below shows, the Bank of England’s target interest rate
had been stuck at 0.5% for more than seven years, and it was cut
to 0.25% in August 2016 and held in September 2016. Meanwhile,
the income that can be earned through holding UK government bonds
– a traditional staple instrument of low risk, income-focused investment
portfolios – has shrunk from over 5% before the 2008 financial crisis,
to less than 2% now.

UK interest rates, gilt yields and dividend yields (%)

Equity markets risk income stability

The chart also shows that the dividend income available on UK
equities has risen somewhat, making them an attractive proposition
for many investors.
However, income-seekers should be wary of rushing headlong into
equities in search of the returns that have been eroded in other asset
classes. Investing in equities entails a degree of risk, particularly for
those relying on their investment portfolio for their means of living.
Should equity markets suffer a setback, retirees may find their
pension fund much reduced in size, and incapable of generating
the necessary income.

Taking a diversified approach

A robust income strategy should not be overly reliant on a single
asset class. But making a decision on which asset class to hold
is tricky – the top performer changes regularly and the returns are
very volatile.
Investors who are over-committed to one asset class run the risk
of disproportionate losses should that asset class underperform.
An alternative approach is to take a much wider view and consider
other potential sources of income from a broader range of asset
classes and capital structures, across many different countries
and regions.
Taking a more diversified approach means that a drop in the value
of one asset may then be offset by increases in other asset classes,
leading to smoother overall performance – and a potentially more
stable source of retirement income.
You should not use past performance as a reliable indicator of future
performance. It should not be the main or sole reason for making an
investment decision. The value of investments and any income from
them can fall as well as rise. You may not get back the amount you
originally invested.
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To ﬁnd out more about the investment and income solutions
we can offer, please get in touch.
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