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Strategies to save tax and invest
more tax-efficiently in 2013/14



~Inancial
planning IS
Our business.

We're passionate about making sure
your finances are in good shape.

Our range of personal financial planning services is
extensive, covering areas from pensions to inheritance
mMatters and tax-efficient investments.

Contact us to discuss your current situation, and we’ll
provide you with a complete financial wealth check.
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Welcome to the latest issue. There is
a plethora of different ways to save
for your future, including pensions,
investments and property, but if you
want to be in total control of your
retirement planning and have access
to a wide choice of investment
options, a SIPP (Self-Invested
Personal Pension) could be the right
solution for you. Read the full article
on page 19.

Investors with longer-term
investment objectives often have
requirements for regular income and
capital growth. The right mix of income
and capital growth may depend on
whether you need immediate access
to your money or you prefer to draw
an income and grow your investments
over time. On page 20 we look at why
income assets play an important role in
investment portfolios.

On page 08 we examine new
research that shows that over half
(52 per cent) of the UK population
with at least one wage earner in the
household are reliant on a single
income in order to make ends meet for
their family. With 15 million UK adults
currently failing to save, and a further
one in five Britons who expect their
financial priorities to change concerned
about their job security, families could
be risking their livelihood by failing to
protect themselves financially.

We hope you enjoy reading the
magazine. To discuss your financial
planning requirements or to obtain
further information, please contact
us. Need more information? A full list
of all the articles featured in this edition
appears on page 03.

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

RETIREMENT

your retirement years

Talk to us about the new pension opportunities

One way of looking at planning for retirement is to think about the number of paydays you have before you
retire, and the number you hope to have afterwards. Imagine you start your pension planning when you're age
20, and you plan to retire when you're age 65. You have 540 paydays between starting your pension plan and
retiring to achieve financial independence.

TAKE ACTION TO FUND
FOR YOUR RETIREMENT

In the 2013/14 tax year the additional rate

of tax on earnings over £150,000p.a. has

been reduced from 50 per cent and replaced
by a new lower rate of 45 per cent. While

this means that the highest rate of tax relief
available on pension contributions has reduced,
it is still important to take action to fund for
your retirement.

CARRY FORWARD OF UNUSED RELIEFS

You may be able to contribute in excess

of the Annual Allowance of £50,000 for the
2013/14 tax year (this will reduce to

£40,000 from April 2014) and receive tax relief
at up to 45 per cent using Carry Forward if
you have contributed less than £50,000 in any
of the previous three tax years. As this is a
potentially complex area, particularly where
Defined Benefit schemes are concerned,
professional advice should be sought.

ANNUAL AND LIFETIME

ALLOWANCE REDUCING

As of 6 April 2014, the Annual Allowance for
retirement funding is reducing to £40,000, while
the Lifetime Allowance is reducing from its
current £1.5m ceiling to £1.25m. The Annual
Allowance reduction represents a significant
opportunity to fund a higher level of pension
contributions prior to this reduction. The
reduction in the Lifetime Allowance means that
professional advice is even more important to
ensure that you are optimising your retirement
planning and are benefiting from the latest
Lifetime Allowance protection opportunities. ™

The levels and bases of taxation and reliefs from
taxation can change at any time. The value of any
tax reliefs depends on individual circumstances.
The value of a pension will be directly linked to the
performance of the funds you select and the value
can therefore go down as well as up. You may get
back less than you invested.

ARE YOU TAKING CONTROL OF
YOUR RETIREMENT PLANNING?

Even if your retirement planning is
up and running, that's not the end
of the story. It's important that
you review your contributions,
particularly if you have a change
of circumstances. If you don’t

know how your planning is doing,
you can’t know what your future
will look like. We can work with
you to develop strategies to
accumulate further wealth in order
for you to enjoy your retirement
years. To discuss how we could
help you take control of your
retirement years, please contact
us for further information.
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GET MORE TAX
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Strategies to save tax and invest
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WEALTH PROTECTION

Taxation can be a complicated area of personal finance and you can easily
miss opportunities to reduce the amount of tax you pay, or save and invest
tax-efficiently. Your job, your savings and your family’s circumstances can

all have an impact on the amount of income tax you pay each year.

s taxation rules change it's important to
A take professional advice to ensure you do

not pay more than you have to, so that you
can enjoy more money as a family.

INDIVIDUAL SAVINGS ACCOUNTS (ISAS)
This 2013/14 tax year you can invest up to
£11,520 in Cash and Stocks & Shares ISAs (the
tax year runs from 6 April 2013 to 5 April 2014).
You can invest the full amount (up to £11,520) in
a Stocks & Shares ISA or up to £5,760 in a Cash
ISA with the balance (within your overall limit) in
a Stocks & Shares ISA.

There is no capital gains tax and no further
income tax to pay within an ISA. If you are married
(or in a registered civil partnership), ensure that
you both consider using your ISA allowances.
Even if one of you is a non-taxpayer it still often
makes sense to make use of this spouse’s ISA.

JUNIOR ISA

For eligible children, this tax year you can

invest up to £3,720 in a Cash or Stocks &
Shares Junior ISA (the tax year runs from

6 April 2013 to 5 April 2014). Those children
with a Child Trust Fund (born 1 September 2002
to 2 January 2011) are not eligible for a Junior
ISA and these accounts can also be topped up
to £3,720 a year (a Child Trust Fund year runs
from the child’s birthday, not the tax year).

PENSIONS

There has been a considerable simplification of
the contribution rules in recent years. The Annual
Allowance, the upper cap on total contributions
that can be made to your pensions in one year
and benefit from tax relief, is £50,000 for 2013/14
and will reduce to £40,000 from April 2014.

Personal contributions also have to be within
100 per cent of your relevant UK earnings

(broadly, earnings from employment or self-
employment) to obtain tax relief. Non-earners
can still contribute and benefit from tax relief up
to a maximum limit of £3,600 gross per annum.
Tax relief on personal contributions is available at
the basic rate (20 per cent) for all investors and
at the highest marginal rate for higher rate and
additional rate taxpayers.

It's important to make the full use of your
pension allowance. This is still one of the most
tax-efficient ways to save for retirement and
the new Annual Allowance and Carry Forward
rules are potentially highly beneficial. The
ability to Carry Forward the unused Annual
Allowance from the last three years potentially
enables a significant increase or substantial
catch-up of contributions.

Even if you have no earnings or you don't
pay tax, anyone under 75 can still invest
£2,880 in a pension and the taxman will top
up their contribution to £3,600. Contributions
made on behalf of a child also benefit from
tax relief. For married couples, building up
income in both names may be one of the
most tax-efficient ways of generating income
in retirement. If you maximise the current
personal allowance, the amount of taxable
income you're allowed to receive each year tax
free is £9,440.

This could mean that married couples can
still receive income from pensions, savings and
investments of £18,880 a year tax free. B

Any tax reliefs referred to are those currently
applying, but levels and the bases of, as well as
reliefs from, taxation are subject to change. Their
value depends on the individual circumstances of
the investor. Within an ISA all gains will be free of
capital gains tax and a tax credit will be reclaimed
on income from fixed interest investments.

This 2013/14 tax year
you can invest up to
£11,520 in Cash and
Stocks & Shares ISAs
(the tax year runs
from 6 April 2013 to

5 April 2014). You can
invest the full amount
(up to £11,520) in a
Stocks & Shares ISA
or up to £5,760 in a
Cash ISA with the
balance (within your
overall limit) in a
Stocks & Shares ISA.

Careful planning will ensure that
you save or invest in a tax-efficient
manner. We look at your overall
position and can recommend the
most appropriate solutions to
minimise the impact of tax. If you'd
like advice about tax-efficient wealth
creation, please contact us.
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PLANNING FOR THE
WORST-CASE SGENARIO

Families are under-protected and under-prepared

As one in five UK adults fears for job security, Scottish Widows warns of
implications of single income reliance and leaving protection until the first rung of
the property ladder. Research from Scottish Widows shows that over half (52 per
cent) of the UK population with at least one wage earner in the household is reliant
on a single income in order to make ends meet for their family.

With 15 million UK adults currently failing to
save, and a further one in five Britons who
expect their financial priorities to change
concerned about their job security, families
could be risking their livelihood by failing to
protect themselves financially.

UNABLE T0 WORK

The fifth Scottish Widows Protection

Report, based on research among more than
5,000 UK adults, shows that despite three
quarters of the population living in a one or
two income household and 84 per cent being
aware of income protection, only 5 per cent of
the population have taken it out to protect their
salary should they be unable to work. When
asked about other types of protection, the
report revealed that 89 per cent of adults do
not have critical illness cover and 63 per cent
do not have life insurance.

Although the findings reveal that many
Britons are not planning for the worst-case
scenario, the report showed that 16 per cent of
the population has experienced a critical illness,
with nearly half of people who fell ill forced
either to change their lifestyle dramatically or
make a number of small changes in order to
survive financially. Worryingly, only 5 per cent
of those who fell ill had any kind of protection
policy in place to help act as a buffer for this
substantial shift in wellbeing.

FINANCIAL BEHAVIOUR

Despite a backdrop of continued economic
and unemployment uncertainty, the report
indicates that families are leaving themselves
under-protected and under-prepared, with
56 per cent of people not in retirement saying
that if they were to lose their main income
they would only be financially secure in the
short term (under six months) or ‘not at all’.
The report showed that the main reason
behind people taking out protection, such as life
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insurance, critical illness and income protection,
is at the point of purchasing a property, yet with
the number of private renters increasing by
nearly a quarter since 2008[1], and 61 per cent
of renters saying they do not ever expect to buy
a homel2], this shift in home ownership trends
has worrying implications for the financial
security of future generations.

WORST-CASE SCENARIO

No one likes to think about the unexpected
happening to them, and it is clear that this

tendency to ignore the worst-case scenario is
preventing families from preparing for the future
and protecting their livelihoods. The value of
protection is to provide peace of mind and to
know that, should the worst happen, then you
or your family have a financial safety net. ®

[1] ONS English Housing Survey, 2008-12

[2] Castle Trust Analysis of ONS English
Housing Survey

The fifth annual Consumer Protection Report
from financial provider Scottish Widows takes
an in-depth look at the habits and attitudes

of the UK adult population in order to analyse
their protection provision.

The survey was carried out online by YouGov,
who interviewed a total of 5,086 adults
between 4-9 January 2013. The figures have
been weighted and are representative of all UK
adults (aged 18+).

REDUCING THE PROTECTION GAP

The good news is that medical
advances mean that more people
than ever are surviving conditions that
might have killed earlier generations.
Reducing the protection gap can

help to allow you to pursue a less
stressful lifestyle while you recover
from an illness or accident. Don't

leave it to chance — make sure you're
fully covered. To assess your current
requirements, please contact us.




Laying the foundation to rebuild the UK’s retirement savings system

In May this year, the Queen announced the Pensions Bill,
a vital reform that lays the foundation to rebuild the UK's
retirement savings system and simplify the State Pension
for millions of today's workers, allowing them to plan their

retirement with more certainty.

FLAT RATE STATE PENSION

The Pensions Bill introduced a flat rate State
Pension of at least £144 a week, starting from
April 2016. To put this in context, to build
up an income of £144 a week (approximately
£7,500 a year) a 65-year-old would need a
pension pot worth around £185,000 today.
The maximum payout is £144 a week and is
based on 35 years’ service. The minimum will
be between 7 and 10 years' service, providing
between £29 and £41 per week. Anyone with
less than this minimum will not get a State
Pension; however, the Minimum Income
Guarantee remains as a safety net.

CLOSING A LOOPHOLE

In addition, there will be no more inheritance

of the State Pension for surviving spouses,
divorcees, etc. who reach State Pension age after
April 2016. Whether or not someone is entitled to
a State Pension will depend entirely on their own
years of National Insurance contributions.

INCREASES DUE TO COME INTO FORCE

There will be a review of the State Pension
age in the next Parliament; however, there are
already increases due to come into force. By
2018, the State Pension age for women will
increase to 65; between 2018 and 2020 the
State Pension age for both men and women
will increase to 66 and is proposed to increase
to 67 by 2028. A further rise to 68 is scheduled
to start in 2044 but is likely to happen sooner.

HIGHER RATE OF NI CONTRIBUTIONS

There will no longer be an earnings-related
element to the State Pension and the ability to

contract out of the second tier pension will be
abolished. Final salary pension schemes will
end contracting out from April 2016. This ended
for money purchase pensions in 2012.

Members will therefore pay a higher rate
of employee National Insurance contributions
from April 2016. Their employers will also pay
a higher rate of employer National Insurance.
An employee earning £40,000 a year in a final
salary pension scheme will pay approximately
£480 a year more.

WHO COULD BE AFFECTED?

How you may be affected depends on when
you'll reach State Pension age. If it's before
April 2016, you won't be affected — current
rules will apply. If it's after April 2016, there will
be a one-off recalculation of everyone's State
Pension to ensure existing entitlements are
protected. Whether you'll benefit or lose out
depends on your circumstances.

CONTRACTING INTO
THE SECOND TIER PENSION

If you have a combined entitlement of

State and second tier pension worth less than
£144 per week (under today's system), you'll
receive £144 per week if you've paid 35 years’
National Insurance contributions.

CONTRACTING OUT OF
THE SECOND TIER PENSION

If you've contracted out of S2P or SERPS,
you will have a deduction from the £144 per
week. Such deduction will reflect the time
spent contracted out and is unlikely to result
in an income less than the current basic State

RETIREMENT

Pl
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Pension of £110.15 a week; however, from
2016 until you reach your State Pension age,
you can build additional entitlement, up to a
maximum of £144 a week.

CONTRACTED IN AND
CONTRACTED OUT PERIODS

If you've been both contracted in and
contracted out of S2P or SERPS between 1987
and 2016, you'll have a one-off deduction based
on the length of time you were contracted out;
however, you could increase this amount up to
a maximum of £144 based on the number of
years you pay National Insurance contributions
between 2016 and your State Pension age.

SELF-EMPLOYED

The self-employed currently only receive a
maximum State Pension of £110.15 per week.
This will increase from 2016 to £144 per week
for those who have 35 or more qualifying years.

LOW EARNER

If you have combined basic and second tier
pensions of less than £144, you'll benefit from
an increase to £144 a week.

HIGH EARNER

Under the present system you might have
accrued a State Pension in theory of up to
£250 a week. This will now be reduced to
£144 per week (although benefits accrued until
2016 are retained). |

The reform makes it easier to understand
what income you could receive from the
State when you retire. You need to add any
income you'll receive from any pension

you have and any savings or investments
you've earmarked for your retirement. To
help you make an informed decision and to
discuss your requirements, please contact
us for further information.
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ESTATE PRESERVATION

WHO COULD BE THE SINGLE LARGEST
BENEFICIARY OF YOUR ESTATE?

Providing all is going to plan, it can be immensely satisfying building
up assets and increasing your personal wealth but, as you know, life
can throw you a problem when you're least expecting it. That's why
we believe that the implementation of a robust wealth protection
strategy is as important as a wealth creation strategy.

We can help you
identify the source of a
wealth leak. Contact us
to implement a robust
protection strategy
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SAFEGUARDING
YOUR FAMILY'S FUTURE

Bad news can impact on any one of us

at any time, so it's important to have the
correct wealth protection strategy in place
that will enable you to safeguard your
family’s future. There are many things to
consider when looking to protect your family
and your home. Without
the right professional
advice and careful financial

Implementing

£650,000, if the full allowance is passed
to the surviving spouse. Anything in
excess of this amount is taxed at 40 per
cent on death.

MITIGATING INHERITANCE TAX

We can help you to mitigate Inheritance Tax.
Here are just a few areas to discuss with us:

B Consider transferring
assets through the use of

planning, HM Revenue &
Customs could become the
single largest beneficiary
of your estate following

an effective IHT
plan could save
your beneficiaries

thousands of

lifetime gifts

Have your Will written and
planned correctly to save
the maximum amount of tax

your death.

PREVENTING
UNNECESSARY
TAX PAYMENTS

The easiest way to prevent
unnecessary tax payments
such as Inheritance Tax
(IHT) is to organise your tax
affairs by obtaining professional advice and
having a valid Will in place to ensure that
your legacy does not involve leaving a large
IHT bill for your loved ones.

EFFECTIVE IHT PLANNING

Implementing an effective IHT plan

could save your beneficiaries thousands
of pounds, maybe even hundreds of
thousands, depending on the size of your
estate. At its simplest, IHT is the tax
payable on your estate when you die if
the value of your estate exceeds a certain
amount. It's also sometimes payable

on assets you may have given away
during your lifetime, including property,
possessions, money and investments.

At present, the first £325,000 (2013/14)
of an individual's estate is not liable to
Inheritance Tax (IHT). For married couples
and registered civil partners it is currently

pounds, maybe
even hundreds of
thousands.

B Consider creating a tax-
efficient fund to enable
the beneficiaries of your
estate to meet the tax
liability without disturbing
your family wealth. Under
current IHT legislation,
pensions can play a
considerable role in
estate planning

Although pension death benefits are broadly
exempt from IHT, if they are passed to your
survivor they will form part of their estate. ®

Ensuring that your assets and the people
who matter to you are suitably protected
is something that needs to be addressed

sooner rather than later. To discuss how
we can help you make an informed choice,
please contact us for further information.

Thresholds, percentage rates and tax
legislation may change in subsequent Finance
Acts. Levels and bases of, and reliefs from,
taxation are subject to change and their value
depends on the individual circumstances of the
investor. The value of your investments can go
down as well as up and you may get back less
than you invested.



Retirement income
is becoming a family affair

New research shows 2 in b retirees support their families financially

Two in five people (40 per cent) retiring this year provide financial support to their families
which may be at risk as their incomes drop, according to new research from Prudential.

The insurer’s Class of 2013 research, the latest of the annual studies
conducted by Prudential since 2008, tracks the financial plans and
expectations of people entering retirement this year. The report shows
that retirees who provide support to dependants pay out on average
£240 a month to help their families, with 11 per cent paying out more
than £600 a month.

EVERYDAY LIVING EXPENSES

Contributing to their families’ everyday living expenses was the most
likely call on the finances of those expecting to retire this year. Around
15 per cent say they provide money regularly to cover items such as
food or travel, while 14 per cent help with one-off non-essential items
such as holidays, new TVs or even cars.

SUPPORTING OFFSPRING

Prudential’s study also shows the make-up of UK households of those
about to retire, with adult children and even grandchildren still living in the
family home. Around two thirds (68 per cent) of those planning to retire this
year will have no dependants living with them.

Almost a sixth (16 per cent) of this year's retirees have children
under the age of 25 living at home, while 13 per cent have children
aged 25 and over still living with them. Around four per cent even share
their homes with a child’s partner, while three per cent count their
grandchildren as housemates.

LEAVING AN INHERITANCE

Despite these financial pressures, around 49 per cent of those planning
to retire this year still expect to be able to afford to leave an inheritance
to their families, although fewer (37 per cent) believe their family
actually expects to receive one.

Prudential’s research shows that those retiring in 2013 expect to
receive average incomes of £15,300 a year. This is £3,400 lower than in
the Class of 2008 study, when retirees anticipated annual incomes were
£18,700 on average.

With nearly half of those expecting to retire this year still providing
financial support to their families, retirement income is increasingly
becoming a family affair.

A FIVE-YEAR LOW

Issues in the housing and jobs markets clearly make it financially
difficult for adult children to leave home and most parents are happy
to support them where possible. If they can afford the support there is
no issue, but with expected retirement incomes at a five-year low, any
additional outgoings could cause financial strain.

While supporting the family will always be a priority, it is important for
people to also focus on their own comfort in retirement.

Region Proportion of those planning to retire this year

providing financial support to their families

London 52%
Wales 49%
West Midlands 44%
North East 42%
South East 40%
East Midlands 40%
Scotland 40%
North West 37%
Yorkshire & The Humber 36%
Eastern 36%
South West 34%
UK Average 40%

ESSENTIAL OUTGOINGS

Around 11 per cent of people retiring this year currently help out
with family household bills, like energy or phone bills, while 10 per
cent will give money to support their grandchildren’s upkeep. 9 per
cent contribute towards other essential outgoings, like car insurance
premiums or education costs, and 6 per cent even help with
mortgage or rent payments.

People in London and Wales expecting to retire this year are the
most likely to provide this support, with 52 per cent and 49 per cent
respectively saying they support their families financially.

Prudential’s study also shows that 30 per cent of those retiring this
year have families but currently do not provide them with any financial
support, while 30 per cent do not have any dependants. B

If you are planning on retiring this year, it is important to assess your
retirement income options that will best suit you and your family's

situation. To discuss your requirements or for more information,

please contact us today.

Research Plus conducted an independent online survey on behalf of
Prudential between 2-12 November 2012, interviewing 8,676 UK non-
retired adults aged 45+, including 1,007 who intend to retire in 2013.



WEALTH CREATION
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Are you switched on to the tax benefits of pensions?

Research by Standard
Life reveals that more
people are now aware

of the tax-efficiency of
pensions than a year
ago. Almost 2 in 5 people
(39 per cent) are aware
that the Government
automatically adds £1 for
every £4 you invest in a
pension if you are a basic
rate taxpayer[1] (subject
to annual limits[2]). In
2012, only 3 in 10 (29 per
cent) UK adults said they
knew the Government
added this level of

‘free’ money to pension
contributions.

LOOKING FOR ADVICE?

With life expectancy
increasing, many of us can
expect to stay fit and active
for a considerable number
of years after retiring. We
could spend over thirty years
in retirement, more than any
other stage of our life. That's
why it's important to make
the right decisions about
your retirement planning.

To discuss how we could
help you plan to enjoy your
retirement, please contact us.

%

TAX-EFFICIENCY OF PENSION SAVING

The increase in awareness has almost doubled among
18 to 24-year-olds — 20 per cent said they knew about
the tax-efficiency of saving into a pension, compared to
just 11 per cent a year ago; overall, 45-54 year olds were
the most likely to be aware (46 per cent).
There continues to be a gender bias - almost half
(48 per cent) of men said they were aware of the
incentives for investing in a pension, while 7 out of
10 women (70 per cent) said they were unaware.
There are several ways people can be tax-efficient
with their pension provision and it can depend on the
type of pension plan you have, so it is important to
obtain professional financial advice to assess the most
appropriate options for your particular situation.

WHAT YOU NEED TO KNOW

Consider increasing your pension contributions when you
can — for example, if you receive a pay increase or finish
paying off a loan — or perhaps pay in a lump sum if you
inherit some money. Remember, with pension plans, the
Government contributes whenever you do, by rebating
the income tax on your contributions. So if you are a
basic rate taxpayer, in most cases for every £4 you save
in a pension, the Government adds another £1; if you're
in a workplace scheme, your employer is likely to be
topping up your contributions too. Also remember there
are limits to how much you can invest each year[2].

If you are a higher rate or additional rate taxpayer and
investing in a personal pension, remember to claim back
your tax rebate through your tax return or by contacting
your tax office.

If you're younger, don't think that because you can't save
very much, there's no point bothering. Even if you can start
to save a small amount from a young age it can make a
difference when you think about the tax benefits too.

If you don't feel you can lock your money away in a
pension just now, but still want exposure to the potential

gains of the stock market, then you might want to
consider investing in a tax-efficient Stocks & Shares
Individual Savings Account (ISA) instead. This means you
can still access your investment, while you also have

the potential to help your money grow and you won't

be taxed on your investment returns. Always remember
that the value of an investment can fall as well as rise,
and may be worth less than you invested. ®

[1] For all basic rate taxpayers (2013/14 tax year).
Higher rate and additional rate taxpayers who make
pension contributions would receive a greater
amount from the Government. Laws and tax rules
may change in the future. The information here is
based on our understanding in April 2013. Personal
circumstances also have an impact on tax treatment.
All figures relate to the 2013/14 tax year, unless
otherwise stated

[2] The maximum amount you can invest in a
pension and receive tax relief on in any one tax year
is equal to your qualifying earnings in the tax year
concerned; tax relief could be withdrawn by a tax
charge on any contributions above

£50,000, although it may be possible to invest more
if you have unused allowance from earlier years,
but this is something you should seek advice about
based upon your personal circumstances.

All figures, unless otherwise stated, are from YouGov
Plc. Total sample size was 2,059 adults. Fieldwork was
undertaken between 25-28 January 2013. The survey
was carried out online. The figures have been weighted
and are representative of all UK adults (aged 18+).
Total sample size for the 2012 YouGov Plc survey was
2,054 adults. Fieldwork was undertaken between

9-12 March 2012. The survey was carried out online.
The figures have been weighted and are representative




PREMIUM BOND
PRIZES REMAIN
UNGLAIMED

If you haven't checked your premium bonds
in a while, today may be your lucky day

Almost 900,000 premium bond prizes worth more than
£43m have been left unclaimed, according to National

Savings and Investments (NS&I).

PRIZES FALL THROUGH THE GAP

NS&l say they are currently endeavouring to
locate winners, two of which are worth
£100,000 and a prize of £25 dating back to 1957.
There are several other prizes ranging from

£25 to £100 dating back to 1960.

The two six-figure sums were both won by
women, one in London and one in the Greater
Manchester area. It also includes a man from
Yorkshire who won £25 back in 1957.

It seems that these prizes fall through the gap
when people either forget about bonds or move
house without notifying NS&I. The good news is
there’s no time limit for claiming your bonds.

HOW DOES IT WORK?

Premium bonds are run by NS&l and backed by

the Government. They don't earn interest as other
savings products do. Investors forgo interest to
have the chance to win tax-free cash. The monthly
prize pot is generated from interest paid on the total
amount invested in premium bonds. This is divided
up among winners who are selected randomly by

a machine nicknamed Ernie (Electronic Random
Number Indicator Equipment). The scheme was set
up in 1956 and the top prize then was £1,000.

Currently, there is one monthly £1 million prize,
five £100,000 prizes and more than 1.75 million
£25 prizes. And you don't need to have thousands of
pounds of bonds to win a decent sum: the missing
£100,000 winner from London invested just £25.
Although the likelihood of winning the top
£1m prize is one in 441.65 million if you only hold
£100 worth of premium bonds, you still have a
1 in 240 chance of winning any prize.

HOW DO | KNOW IF I'VE WON?

You can reduce the chances of a prize being
unclaimed by managing your bonds online or
opting to have any winnings paid directly into your
bank account with a notification email - not a bad
start to the day. ®

TOP FIVE HIGHEST UNCLAIMED PRIZES

Winning bond number Prize

8LK522839 £100,000
50PB780494 £100,000
3VT019901 £50,000
1JK051177 £25,000
38HZ060777 £25,000

IN THE NEWS

NS&I say they are cur-
rently endeavouring
to locate winners, two
of which are worth
£100,000 and a prize
of £25 dating back to

1957. There are sever-
al other prizes ranging
from £25 to £100 dat-
ing back to 1960.
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Financial pressures faced by the
UK's three ages of retirement

Will you give a cash loan to family members instead of leaving an inheritance?

A quarter of over-75s and more than a fifth of over-556s in total (21 per cent)
have given a cash loan to family members instead of leaving an inheritance,
according to Aviva's latest Real Retirement Report. The findings also show
nearly one in ten over-bbs regularly give money to family to avoid Inheritance
Tax (8 per cent), while a further 20 per cent would do the same.

he spring edition of the report

examines the financial pressures

faced by the UK'’s three ages of

retirement — 55-64s (pre-retirees),

65-74s (the retiring) and over-75s
(the long-term retired) — and focuses specifically
on attitudes to inheritance. It shows just 7 per
cent of over-55s rate this as their top financial
priority in retirement, and while this predictably
increases with age, just 18 per cent say the
same by the age of 85.

INHERITANCE LOSES
TRACTION AMONG PRE-RETIREES

Building up an inheritance pot in May 2013 comes
a distant third as a financial priority for the over-
55s, behind meeting living costs (77 per cent)
and providing more immediate support to family
(17 per cent). It is only after the age of 65 that
it becomes their second priority after managing
the cost of living (69 per cent vs. 19 per cent) and
ahead of family support (12 per cent).

Instead of leaving an inheritance, the over-
55s are open to various alternatives to pass on
any available wealth. There is a clear generation

gap in their attitudes, separating the pre-retirees
—who are most willing to consider other
approaches — from the long-term retired who
are more traditionally minded.

ECONOMY CLOUDS INHERITANCE PLANS

Despite the attitude shift among those
approaching retirement, more than half of over-
b5s still expect to leave more inheritance than
their parents (53 per cent), with 37 per cent
planning to leave significantly more.

This confidence is highest among the over-
75s and falls away among the 55-64s and
65-74s, suggesting the economic situation has
undermined people’s financial security on the
lead-up to retirement.

PROPERTY ASSETS PLAY
AN INCREASINGLY IMPORTANT ROLE

With savings squeezed, property is becoming

a bigger feature of people’s inheritance plans.
Nearly two thirds of over-55s plan to leave
behind the family home (65 per cent), yet only
a third received this from their parents (34 per
cent). More than twice as many expect to leave

More than one in four over-b5s believe becoming a
parent is the best time to begin planning to leave an
inheritance (26 per cent); however just 17 per cent
take action at this stage — no doubt influenced by
the costs of raising a family.

Nearly one in four wait until the final years of
work or the first years of retirement before
planning their inheritance (23 per cent).

Up to 16 per cent of over-55s have seen their later life
plans impacted by the housing market crash which
has left them with less property wealth either to leave
as an inheritance (12 per cent) or release equity in
order to help their finances in retirement (4 per cent).

other property or land (8 per cent) as received
this from their parents (3 per cent).

FINANCIAL REALITIES CHANGE

It is not just the older generation who have
seen their financial realities change, but also
younger family members who often need
support to access the property ladder or raise
children of their own. For some over-55s the
desire to leave an inheritance is secondary to
more urgent financial priorities, and even those
who are financially secure are often tempted to
share their wealth during retirement rather than
wait to leave an inheritance.

Many over-55s who bought their homes
much earlier in life have benefited from
growing house prices in the decades since and
understandably hope their family will share the
proceeds as part of their inheritance. Anyone
who needs to call on their property wealth at
an earlier point — either to support themselves
or family members — can aim to downsize or
take out inheritance protection with equity
release plans to safeguard a fixed amount for

their loved ones’ future use. |

If you are considering gifting an
inheritance during your retirement you
should seek the appropriate professional
financial advice regarding possible tax
implications. To discuss your options or
to find out how we could help, please
contact us for further information.

The Real Retirement Report was
designed and produced by Wriglesworth
Research. As part of this, more than
16,686 UK consumers aged over 55 were
interviewed between February 2010 and
May 2013. This data was used to form
the basis of the Aviva Real Retirement
Report. Wherever possible, the same
data parameters have been used for
analysis but some additions or changes
have been made as other tracking topics
become apparent.



You've
orotected

VOUr MOoOst
valuable assets.

But how financially secure are
your dependents?

Timely decisions on how jointly owned assets are held,
the mitigation of inheritance tax, the preparation of a
will and the creation of trusts, can all help ensure your
dependents are financially secure.

Contact us to discuss how to safeguard your
dependents, wealth and assets, don’t leave it until
it's too late.



WEALTH PROTECTION

TAX-EFFICIENT RETURNS

Holding the right structure can pay big dividends

Few assets are inherently tax-efficient. While growth in the value of one’s principal residence is not
subject to capital gains tax, a home is a home and should not necessarily be viewed as an investment.
Most assets, however, come with a choice of tax-efficient returns if held through the right structure.

Cash is a ‘safe’ investment in that your capital
is not at risk, although the value of cash
holdings can be eroded by inflation if the rate
of inflation is higher than the interest rate you
are receiving, as has often been the case in
recent times. You can hold cash tax-efficiently
in an Individual Savings Account (ISA) or via a
number of other products.

ACGESS TO A WIDER
PORTFOLIO OF HOLDINGS

Shares (basically a stake in a publicly listed
company) and bonds (issued by governments
or companies as a way of borrowing money)
can also both be held in an ISA, as can
property (usually commercial property) if it is
held via a fund. The same goes for collective
investments such as investment trusts, open-
ended investment companies (OEICs) and
exchange-traded funds (ETFs). Investment
trusts usually invest in shares, with the aim of
giving investors access to a wider portfolio of
holdings than they could realistically achieve
on their own. OEICs work on the same
principle, although there is a wider choice of
OEICs investing in other assets such as bonds
than is the case with investment trusts.
There are also both OEICs and investment
trusts that invest in a range of assets, which
are known as ‘multi-asset’ funds. These may
be run by a single manager, or they may
themselves invest in other funds, in which

case they are known as ‘multi-manager’ funds.

GREATER GROWTH POTENTIAL

Exchange-traded funds usually track a
particular index of shares or other assets
such as commodities. They are very low-cost
but because they are ‘passive’ funds that
do not have a fund manager choosing the
underlying investments, they do not offer
the prospect of performing better than the
index they track.

Shares and collective investment funds
carry the risk that the value of your investment
will go down as well as up; however, they
also offer greater growth potential than safer
investments such as cash.

Personal pensions offer a similar range of
investment choices to those available in an
ISA, and Self-Invested Personal Pensions
(SIPPs) give the opportunity to hold business
property as well, although the rules regarding
these are complex and you should obtain
specialist professional advice to ensure that
you are not faced with unexpected costs.

A STEP FURTHER UP THE RISK SPECTRUM

High risk options such as venture and
development capital investments can benefit
from tax reliefs through government-backed
schemes designed to boost investment in
small businesses. These are a step further
up the risk spectrum than shares in more
established companies, as earlier-stage
businesses carry a greater risk of failure.

ALTERNATIVE INVESTMENT

In the alternative investment arena there are
some interesting tax-saving opportunities:
clocks, for example, are deemed ‘wasting’
assets by HM Revenue & Customs and are
therefore not subject to capital gains tax;
unless you are an expert horologist, it is
probably not the best idea to entrust your
future financial security to a portfolio of
grandfather clocks, however tax-efficient they
might be. Fine wine, however, is not generally
deemed a wasting asset, although there are
plenty of wine investment specialists who
would have you believe otherwise. B

If you are unsure of your own attitude towards

investment risk and return, we can help you
to understand the best mix of assets for you.
Please contact us for more information to

discuss your requirements.

The value of your investment can go down
as well as up and you may not get back the
full amount you invested. Past performance

is not a reliable indicator of future
performance. Investing in shares should

be regarded as a long-term investment and
should fit in with your overall attitude to risk
and financial circumstances.




Savers and
investors could

WEALTH PROTECTION

lose £1.4 billion 1n 2013

The most popular held misconceptions about Individual Savings Accounts (ISAS)

ISAS ARE COMPLICATED

If you're already familiar with how savings and
investments work, all you need to know about
ISAs is that they are simply a wrapper that
shelters any gains from tax.

There are two types of ISA: Cash and
Stocks & Shares. A Cash ISA works in the
same way as a savings account, except you
pay no tax on any interest earned. With a
Stocks & Shares ISA you pay no further tax
on the income and no capital gains tax on
any profits.

The ISA allowance has increased to
£11,520 for this tax year (6 April 2013 to
5 April 2014). Up to £5,760 can be saved into
a Cash ISA, with the balance (up to the

£11,520 limit) invested in a Stocks & Shares ISA.

ISAS ARE EXPENSIVE

For many investors, owning funds is no more
expensive in an ISA - the tax wrapper and the
tax benefits therefore come free.

| CAN'T EASILY WITHDRAW
MY MONEY FROM AN ISA

Unless you have chosen a fixed term ISA,
you can normally withdraw your money at
any time. Remember: if you choose a Stocks
& Shares ISA you should be investing with at
least five years in mind.

ISAS AREN'T WORTH THE EFFORT

Why wouldn’t you want to pay less tax? If you
already have cash savings or stock market
investments, you can use your ISA allowance
to ring-fence your profits.

YOU ARE ONLY
ALLOWED TO HAVE ONE ISA
Your Cash ISA and Stocks & Shares ISA do
not have to be with the same company. In
fact, each new tax year you can choose to
save or invest with any company you like,
regardless of whom you may have opened an
ISA with previously.

But holding different ISAs with different

companies can make them difficult to manage.

IT IS BETTER TO WAIT UNTIL THE END OF
THE TAX YEAR TO OPEN YOUR ISA

Investing at the start of the tax year means
that you will receive up to 12 months more tax
savings on the interest, or income, and growth
from an ISA than if you leave it until the end
of the tax year. Less tax should mean higher
returns for you.

OPENING ISAS MEANS INVESTING
IN THE STOCK MARKET

If you do not wish to invest in the stock
market now, you should still make full use of

your ISA allowance. Invest in a stock market
ISA that has a cash option, so you can wait
and make your investment decision later.

OPENING AN ISA MEANS
COMPLETING A TAX RETURN

ISAs do not have to be recorded on your tax
return, so not only do they save you tax but
they also make your life easier. B

If you are unsure of your own attitude towards

investment risk and return, we can help you
to understand the best mix of assets for you.
Please contact us for more information to

discuss your requirements.

Tax rules are subject to change over time, and
the value of any tax benefits will depend on
your personal circumstances. Also, the value
of investments can fall as well as rise, so if
you invest in a Stocks & Shares ISA you could
get back less than you invested.

HERE ARE SOME EXAMPLES OF HOW IT COULD WORK:

Cash ISA Stocks and Shares ISA  Total ISA Allowance
£2,520 £9,000 £11,520
£4,320 £7,200 £11,520
£5,760 (maximum allowance) £5,760 £11,520
£0 £11,520 (max) £11,520
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IsN't It time
VOu had a
financial review?

We'll make sure you get the right
advice for your individual needs.

We provide professional financial advice covering

most areas of financial planning, including, tax-efficient
savings, investment advice, retirement planning, estate
& inheritance tax planning, life protection, critical illness
cover and income protection.

To discuss your options, please contact us.



SIPP into summer

Talk to us about one of the most tax-efficient
ways of saving for your retirement

Retirement may be a long way off for you at the moment, but that
doesn’'t mean you should forget about it. The sooner you start to
plan for the future, the easier it is to build up the kind of money
you need to enjoy the life you want.

There is a plethora of different ways to save for
your future, including pensions, investments and
property, but if you want to be in total control of
your retirement planning and have access to a wide
choice of investment options, a SIPP (Self-Invested
Personal Pension) could be the right solution for
you. SIPPs provide sophisticated investors with a
tax-efficient way to save for retirement and you
receive tax relief on your personal savings into
your SIPP at the highest rate of tax you pay. The
investments within the SIPP will grow free of
capital gains tax and any income tax.

TAX FACTS

For dividend income on UK equities, if you're

a basic rate taxpayer you're deemed to have

paid tax at 10 per cent on the dividend income
whether inside or outside the SIPP. This ‘tax
credit’ cannot be refunded for SIPP investments.
If you're a higher rate taxpayer you'd normally
pay tax on dividend income at 32.5 per cent or
37.5 per cent. Inside a SIPP you won't get back
the 10 per cent dividend tax credit, but you won't
have to pay any additional tax.

LIMIT ON CONTRIBUTIONS

You can receive tax relief on your personal
contributions up to 100 per cent of your earnings.
There is a limit on the contributions you can pay
and receive tax relief on — this is called the Annual
Allowance, which is currently £50,000 per year
(but is reducing to £40,000 from 6 April 2014),
although you can Carry Forward any unused
allowance from the previous three tax years.

Valuable tax benefits that can help you make

the most of your retirement savings:

B Automatically receive basic rate tax
relief on your contributions - if you want
to pay £10,000 you only need to write a
cheque for £8,000. The Pension Provider
will claim £2,000 from the taxman on your
behalf and add that to your pension.

B Claim back more tax relief if you are a
higher rate or additional rate taxpayer -
a 40 per cent taxpayer can claim
an additional £2,000 back on a
£10,000 contribution from HM Revenue
& Customs through Self Assessment.

B Receive tax relief even if you don’t pay
tax - even if you are a non-taxpayer, you can
claim full basic rate tax relief on your personal
contributions, up to £3,600 gross per tax year.
This also applies to Junior SIPP accounts
where the child receives 20 per cent basic
rate tax relief.

B Tax breaks when you reach retirement -
take up to 25 per cent of your pension fund
as a tax-free lump sum, which you can invest
or spend as you choose (this option is only
available from the age of 55). Your dependants
can have your total pension account free
of any tax as a lump sum if you were to die
before taking any benefits.

INVESTMENT MIX

In addition to the tax benefits, you
have more flexibility and control
over your savings and where your money

INVESTMENT

is invested. You can choose investments
that suit your personal needs and vary your
investment mix as your circumstances change.

OPTIONS AT RETIREMENT

When you retire, you can use the money you've
built up in your SIPP to buy an annuity, which will
provide you with an income for life. Alternatively,
you can take ‘income drawdown’, which gives
you the flexibility of taking an income from
your SIPP while retaining control over your
investments. You also have the peace of mind
that, if the worst happens, your dependants
could still receive benefits from your SIPP
savings, but this may be taxed on death at a
current rate of 55 per cent. Charges for income
drawdown are higher than for an annuity. The
investment funds may be depleted either
through poor performance or withdrawals. Also,
high levels of income may not be sustainable and
annuity rates may be worse in the future.
Currently you may only accumulate £1.5 million
within all your registered pension schemes in
your lifetime without incurring an additional tax
charge. This is called the Lifetime Allowance. Any
excess will be taxed and the tax rate will depend
on whether you take this excess as a lump sum
or as income. You may be able to accumulate
more than this amount if you have successfully
applied for transitional protection. ®

Investments available can vary in their level of

risk. As with any investment the value of your
investment can go down as well as up and may
be worth less than was paid in. Investors may
lose some or all of their capital. Some investments
(such as property) may take longer to sell. The
valuation of property is generally a matter of

the valuer's opinion rather than fact. Changes in
exchange rates and interest rates could affect the
value of your investment.

SIPPABLE INVESTMENTS NON-SIPPABLE INVESTMENTS f-w : : -

Cash deposits

Fixed interest stocks

Quoted shares (both UK and overseas)

Unit trusts

Commercial property

UK real estate investment trusts (REITs)
Unquoted shares

Open-ended investment companies (OEICs)

Residential property

Loans to members or their families
Loans to members’ businesses
Plant and machinery

Works of art

Fine wine

Classic cars

TAKE THE TIME TO TALK TO US

Find out why it's important to think
about setting up a pension sooner
rather than later and get advice on

1 the best way to get started. We offer
expert and personalised advice to help

. make saving for your retirement as easy
and practical as possible. To discuss
your requirements, please contact us.
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Bright ideas to help you develop your
portfolios and light up your wealth strategy
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Investors with longer-term investment objectives often have
requirements for regular income and capital growth. The right
mix of income and capital growth may depend on whether you
need immediate access to your money or you prefer to draw an
income and grow your investments over time.

Regardless of your particular needs, income
assets play an important role in investment
portfolios by providing a stabilising effect
during periods of stock market volatility.

SO WHAT DO YOU NEED TO CONSIDER?

|dentify how much income you need - if your
income reguirements are too high then you
might end up with a portfolio which pays a high
income, but at the expense of capital growth.
An income in excess of 5 per cent is probably
unsustainable in the long run. If your primary
need is for regular income and you need quick
access to your money, you may find that shorter-
term income assets, such as fixed interest and
cash, are better suited than growth assets.
Interestingly, income and capital growth don’t
need to be mutually exclusive. Some shares and
listed property trusts can provide a tax-efficient
income in the form of dividends. The good thing
about these assets is that they can also provide
growth over time, so your savings can keep
ahead of inflation.

Investment time frame you need - usually,
the longer your investment time frame,

the more aggressive you can be with your
investments — although this depends on your
appetite for risk. If your time frame is less

than five years, investing in shares may not be
the best option as shares can be volatile over
shorter time periods. It's important to be aware
of the impact inflation can have on the buying
power of your capital and income payments.
Including growth assets in your portfolio can
help your savings to keep up with inflation.
Look after your capital - many income-
seeking investors look to maximise income

without protecting their capital. A high yield
can be a result of recent falls in the share
price. This can signal there is something
wrong with the business and the dividend
might be cut in future. If appropriate, equity
income investors should consider looking for
companies that can pay a sustainable and
growing dividend. This approach is likely to be
supportive of the share price.

Diversify your income stream - if you

are dependent on income from your
investments, it is essential to have a mixture of
investments from which the income is derived.
Diversification should help to mitigate the
impact of events affecting individual companies.
Investing in a number of asset classes may
help to provide a more stable income -

income generated from corporate bonds is
generally less volatile than that from equities.
Likewise, investing overseas provides a further
opportunity for diversification.

Understand your tax position - consider
your tax position when investing. Investment
income for each asset class is treated
differently. We can help ensure that you
understand the tax implications of your
investments before you invest. |

Past performance is not necessarily a guide
to the future. The value of investments

and the income from them can fall as well
as rise as a result of market and currency
fluctuations and you may not get back the
amount originally invested. Tax assumptions
are subject to statutory change and the value
of tax relief (if any) will depend upon your
individual circumstances.

INVESTMENT

Regardless of your
particular needs,
income assets play

an important role in
investment portfolios
by providing a
stabilising effect
during periods of stock
market volatility.

CAN WE HELP?

No matter what your investment
goals, we can work with you

to develop excellent portfolios

for you. It's important to know
about the potential risks of your
investments as well as the
rewards. To talk to us about the
different investment opportunities
that could be right for you, please
contact us for further information.
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HOW DIVORGE IS IMPACTING
ON RETIREMENT FINANGES

New research shows that approximately one in five divorced people do not have private pensions

Divorce reduces average expected retirement income by around £2,600 or as much as 16 per cent a yeatr,
according to new research from Prudential. People who are planning to retire in 2013 and have been
divorced expect to retire with an annual income of £13,800 compared with £16,400 for those who have
never experienced a marriage breakdown.

Prudential’s Class of 2013 research, the
latest of its annual studies into the financial
plans and expectations of people planning to
retire in the next year, has for the first time
looked at the impact of divorce on retirement
finances. The results have highlighted stark
differences in expected retirement income
between those who have been divorced and
those who have not.

RETIRING WITH DEBTS

The research shows that 40 per cent of

those planning to retire in 2013 have been
divorced, and in general they are less likely

to have private pensions, more likely to retire
with debts, and less likely to believe they are
financially well prepared for retirement. They
are also less likely to expect to be able to leave
an inheritance.

Nearly one in five (18 per cent) of
previously divorced 2013 retirees have no
private pension savings compared with 14 per
cent of those who have never been divorced.
Prudential also found that 22 per cent of
those who have been divorced are retiring
with debts compared with 16 per cent who
have not been divorced, while just 45 per
cent expect to leave an inheritance compared
with 52 per cent who have not been divorced.

Only one in three (33 per cent) of those
who have been divorced believe they have
saved enough for a comfortable retirement,
while just 42 per cent of those who have
divorced say they are financially well-
prepared for retirement.

A MAJOR IMPACT ON RETIREMENT PLANS

Divorce can be emotionally draining, but also
financially draining as the retirement income
gap for divorcees demonstrates. \WWhether it

is due to the financial implications of splitting
existing pensions, the cost of setting up a
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new home or legal fees, divorce clearly has a
major impact on the retirement plans of many
people. Around two in five marriages end in
divorce and it is most common among couples
aged 40 to 44 — the time of their lives when
they would expect their earnings and their
ability to save for retirement to peak.

Women's retirement incomes are particularly
vulnerable to the financial effects of divorce.
Many of them may be relying on their
husband'’s pension and in some couples the
wife may have had little input to the financial
decisions that have been made over the years.

For those divorcing or dissolving a civil
partnership, a pension fund is likely to be one
of the largest and most complex joint assets
to be split.

DIVORCE LEVELS CONTINUE TO FALL

However it is not all doom and gloom — the
results show that divorced retirees in 2013
are choosing not to delay the date of their
retirement compared to those who have neve
been divorced - despite the dent
divorce has caused in their
expected incomes.
Government statistics
also show that the nur
of divorces contin
fall in the UK. Th
recent figures
showed 129, 7
compared
the previo
180,493, th
ever record

The research also found that 61 per cent of
those who have been divorced and are retiring
with debts still owe money on credit cards,
compared with 50 per cent of those who
haven't been divorced. In addition, 46 per cent
still have mortgages compared with 40 per
cent of those who have not been divorced. ®

It is important to ensure that decisions made at
the time of a divorce are to the benefit of both
parties’ eventual retirement incomes. To help
you make an informed choice, please contact us

for further information.

Research Plus conducted an independent
online survey for Prudential from

2-12 November 2012, interviewing 8,676 UK
non-retired adults aged 45+, including 1,007
retire in 2013.

people inter




Achieving a
comfortaple
retirement.

Do you need a professional
assessment of your situation to
Make this a reality?

If you are unsure whether your pension is
performing in line with your expectations, and that
you've made the right pension choices - don’t leave
it to chance.

Contact us to discuss these and other important
questions, and we’ll help guide you to a
comfortable retirement.
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SHORT-TERM
EXCUSES CONTRADICT
LONG-TERM INTERESTS

What reasons do you have for
not investing in your future?

People who make bad money decisions as well as bad investment
decisions can often rationalise them. The most common excuses are
included below, but there are plenty of others. These arguments are
often elaborate short-term excuses that we use to justify behaviour
that often contradicts our own long-term interests.



WANTING TO WAIT UNTIL
THINGS BECOME CLEARER

It's understandable to feel nervous about
volatile markets, but waiting for stock markets
to become more stable before investing often
results in missing the return that goes with
the risk.

Investors are often guilty of anchoring -
focusing too heavily on arbitrary targets such
as the FTSE 100 breaking through 6,000 points
or falling under 5,000 points; however, this is
an illogical thing to do.

The FTSE 100 figure today is the correct
figure. It is the correct figure based on all the
buying and selling decisions of all the millions
of market participants around the world. If
something unpredictable happens at the
weekend, it will affect the stock market value
on Monday but none of us can foresee that.

NOT WISHING TO TAKE ANY MORE RISK

By focusing exclusively on the risk of losing
money and paying a premium for safety, we
can end up with insufficient funds to retire on.
Avoiding risk also means missing the upside.

You need to be happy with the ups and downs
that a portfolio will give you. Some people would
be distraught with a 10 per cent loss and would
pull the money out, never to invest again. Yet
others are comfortable seeing investments go up
or down 50 per cent in a year.

Risk is a very personal thing and a lot
depends on what the money is actually for
and the timescales involved. If you are
25 and the money is going into a pension, you
won't be able to touch it for 30 years anyway.
Even if you are quite a cautious person you
will probably be happy to accept some ups
and downs. Perhaps this risk with pensions is
balanced by taking a cautious approach with
other aspects of their finances — overpaying a
mortgage, for example.

Many people think cash is risk free, but that

simply is not true. After tax and inflation the
real value of most cash savings is diminishing
each year. Over one year that's not really a
problem, but over a number of decades it can
be a big risk to your financial security.

LIVING FOR TODAY; LETTING
TOMORROW LOOK AFTER ITSELF

Unless you have very wealthy parents or win
the lottery, tomorrow probably won't look after
itself. If you spend all of your income when
you earn £50,000 p.a. you'll probably find a
way of spending it all when you get a pay rise
to £75,000 - this is simply human nature. If
you don't get into the discipline of saving early
on, you will find it very difficult to later in life.

The State Pension is very modest and
the age at which you can draw it keeps
increasing. The days of a job for life and a
final salary pension at the end of it have long
disappeared in the private sector and are
being diluted in the public sector too. It is
therefore up to us as individuals to plan for
our own futures. We all need to be realistic
about what our retirement might look like and
we all should have a personalised plan to try
to get there. Retirement doesn't just need to
be about pensions.

Most people can live for today and put
money aside for the future. You just need to
keep within your budget and accept that you
can’t have everything.

DISREGARDING CAPITAL
GAIN JUST FOR THE INCOME

Retired people will often focus on what
income their investments are likely to produce.
Yield is an important part of total return and a
high yield clearly sounds more attractive than
a low one. However, by its nature this has to
mean that something else is being sacrificed.
For stocks, logically speaking this has to

be the stock’s growth prospects given that

more profit is being paid out instead of being
reinvested into the business.

For bonds, the higher the income the more
at risk your capital is. Just because Greek
government bonds pay a high yield doesn't
necessarily make them a good investment.
Looking at total return, in the context of your
personal financial goals, is a much more logical
way of viewing portfolio construction. It can
also be more tax-efficient too as it allows you
to focus on both income tax and capital gains
tax planning opportunities.

SAVE YOURSELF TIME AND ENERGY

When it comes to personal finance, perhaps
the most common excuse of all is “I'm too
busy to think about this,” and the reason might
really be due to another common excuse
which is “it's too complicated”. Personal
finance can be as simple or as complicated as
you want it to be. Many aspects of personal
finance can be put on “auto-pilot”, saving
monthly into an ISA for example, which leaves
more time and mental energy for areas where
a bit of focused time and effort could make a
big difference to your financial wellbeing. ®

We are dedicated to helping ensure
that investing for your future is as

simple a process as possible. To discuss

your requirements and investigate the

opportunities available to you, please

contact us today.

The value of your investment can go down
as well as up and you may not get back the
full amount you invested. Past performance

is not a reliable indicator of future
performance. Investing in shares should

be regarded as a long-term investment and
should fit in with your overall attitude to risk
and financial circumstances.
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ARE YOU FINANCIALLY
PREPARED FOR YOUR RETIREMENT?

The State Pension accounts for 36 per cent of the average retirement income in 2013

One in seven (14 per cent)
people planning to retire
this year will depend on the
State Pension as they have
no other pension, according
to new research from
Prudential.
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THE POVERTY LINE

The insurer’s Class of 2013 research, the latest of
the annual studies conducted by Prudential since
2008, tracks the financial plans and expectations
of people entering retirement this year. The study
reveals that the average person planning to retire
this year will rely on the State Pension for more
than a third (36 per cent) of their income.

Analysis by Prudential also reveals that nearly
one in five (18 per cent) of those planning to
retire this year will be below the poverty line. The
Joseph Rowntree Foundation estimates that to be
above the poverty line a single pensioner in the UK
needs an income of at least £8,254 a year, yet
18 per cent of those retiring in 2013 expect to
retire on less than this.

SIGNIFICANT GENDER DIVIDE

The findings also highlight a significant gender
divide, with 21 per cent of women expected to
retire below the poverty line in 2013 compared
with 14 per cent of men. In addition, women are
nearly three times more likely than men to have
no other pension — 23 per cent of women retiring
in 2013 will retire without a private pension,
compared with just 8 per cent of men.

The State Pension accounts for 43 per cent of
average retirement income for women in 2013,
while the average man retiring this year will
receive 30 per cent of his income from the State.

RELYING ON THE STATE

Prudential’s research shows that nearly a quarter
(23 per cent) of people retiring this year
overestimate what the State Pension pays by
more than £600 a year, and 10 per cent have no
idea how much it pays.

Against a backdrop of rising living costs, the
basic State Pension alone is not nearly enough
to provide a comfortable standard of living. While
it's a very valuable source of additional income
for millions of pensioners, the State Pension
should ideally only represent a part of someone'’s
retirement income, not all of it.

Relying on the State will see many people
retiring below the poverty line this year, which
shows the importance of building up a personal
pension. Virtually everyone with the option of a
company pension should take advantage of that,
and the tax relief and employer contributions that
go with it.

When combined these often come to more than
double the amount of pension contribution the
employee has to make. &

If people want to enjoy a comfortable retirement,
saving as much as possible as early as possible

is important. To discuss how we can help you to

make the most of your retirement income, please
contact us today.
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WEALTH CREATION
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to Child Trust Funds?

The Government has issued a consultation on allowing transfers
between Child Trust Funds (CTF's) and Junior ISAs (JISAS)

CTF's were one of Gordon Brown'’s recurrent Budget ideas. They eventually became reality in
April 2005, with the Government making payments of around £250 or £500 for children born
after 31 August 2002. Parents and others could make top-up contributions, but few did.

In January 2011 the current Government stopped
all payments to CTFs, saving around £500 million
a year. The end result is that there are now over
six million CTFs, with an average total contribution
of under £320. The replacement for the CTF, the
JISA, was launched in November 2011 and to date
has not proved popular. It receives no government
contributions, but does allow payments from
parents and others totalling up to £3,720 in a

tax year (2013/14).

Last month the Treasury published a paper on the
consequences of allowing CTFs to be transferred
into JISAs. The Treasury's preferred route is to permit
voluntary transfers, operating in the same way as

current CTF-to-CTF or JISA-to-JISA transfers. The
paper floats the possibility of merging CTF into JISA
to create a single tax-favoured savings product for
children, but sees a number of difficulties with this
option - not least that some CTF providers do not
offer JISAs. m

The value of your investment can go down as well
as up and you may not get back the full amount
you invested. Past performance is not a reliable

indicator of future performance. Investing in shares
should be regarded as a long-term investment and
should fit in with your overall attitude to risk and
financial circumstances.

Careful planning will ensure
that you save or invest in

a tax-efficient manner for
your child’s future. We can
look at your overall position
and recommend the most
appropriate solutions to
minimise the impact of tax
on future wealth. If you'd

like advice about tax-efficient

wealth creation, please

contact us.
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RETIREMENT

Flexible.

retirement

-

suit your own personal requirements?

More investors are
now able to take
their entire pension
as cash. Flexible
drawdown allows
you to take up to

a quarter of your
pension tax free as a
lump sum, and then
unlimited taxable
withdrawals if set
criteria are met.

There are two reasons more
people have become eligible for
flexible drawdown:

FIRSTLY, YOU HAVE £20,000
SECURE PENSION INCOME

The main requirement is having
at least £20,000 a year of secure
pension income. You must have
received, or be due to receive, the
full £20,000 in the tax year you enter
flexible drawdown.

The tax year runs from 6 April
one year to 5 April the next. If
your qualifying income started part
way through a tax year but did not
reach the £20,000 threshold then
you would not be eligible to enter
flexible drawdown until the start of
the following tax year. Conversely, if
your qualifying income would reach
the threshold if projected forward
to the end of the tax year in which
it began, you would be eligible for
flexible drawdown immediately. For
example, if your qualifying income in
the 2013/14 was £24,000 per annum

but begins on 27 September 2013
you would only receive £14,000 in
the current tax year and therefore
only become eligible on 6 April 2014
when the next tax year commences.
If your qualifying income in the
2013/14 tax year was £24,000 per
annum but began on 27 June 2013,
you would receive £20,000 in the
current tax year and therefore be
eligible straight away.

SECONDLY, YOU HAVE
FINISHED MAKING PENSION
CONTRIBUTIONS

You will only be eligible for flexible
drawdown if you haven't accrued
any benefits under a final salary
scheme or contributed to a

money purchase pension (or had
contributions made on your behalf)
during the current tax year. If you
have been an active member of a
pension scheme as described, you
will not be able to enter a flexible
drawdown arrangement until

6 April 2014. =

WHAT IS CONSIDERED SECURE PENSION INCOME?

Yes

Secure private pension income such as an annuity

Income from an occupational pension

Income from a deceased spouse’s pension if it is already in payment

State pension and some other social security benefits

Some overseas pensions, or income from the pension, the

No

®
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Isn't it time to tailor your pehsE’on to

Flexible drawdown is a complex
product. If you are at all uncertain
about its suitability for your
circumstances, you should seek
professional financial advice. Your
income is not secure. Flexible
drawdown can only be taken once
you have finished saving into
pensions. You control and must
review where your pension is
invested, and how much income you
draw. Poor investment performance
and excessive income withdrawals
can deplete the fund.

Some variable annuity income

Income from an occupational pension
income, or income from a dependant'’s
drawdown plan

pension protection fund or Financial Assistance scheme
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Income from investments

Income from property

Income from purchased life annuities




