
By Jeremy Hoyland

It is with a real sense of gratitude that I am
writing this introduction to the summer
edition of The Wire. As we tentatively seek
to safely come out of lockdown and start

seeing loved ones and colleagues again, we are fortunate
that the HFMC Wealth family has been able to effectively
sustain each other, and support you, whilst continuing to
focus on quality service and advice.  

Throughout these last tumultuous 15 months we have had to
learn and adapt to the unexpected, be it with the use of
technology, or seeking to enhance and bolster our investment
proposition. You would expect no less of us, as we seek to plan
with you to achieve similar resilience within your own affairs.

As we come out of lockdown, we suspect that the way that we
will all work together will be more productive, mixing face-to-
face meetings with the now established video conferencing and
screen sharing facilities. We are confident that we will be able
to work with you however you choose. 

We will be looking to open up the London office again, initially
on a limited basis, from early summer and we look forward to
seeing you in person again when you are comfortable doing so.
We have made some changes to the office, introducing new
fresh air systems throughout the building to ensure that it is a
safer place to be for you and your financial planning team. In
doing so we have brought a little of the high-tech architectural
style of Pompidou centre in Paris to Clerkenwell! 

Our discretionary proposition has continued to grow in the face
of the Covid challenge and we are delighted to now have over
£0.5 billion of assets invested within our Quadrant service with
another £170 million now following our managed portfolios on
an advisory basis. Our positive impact portfolios continue to
flourish, with clients considering them as a mainstream
investment for their core assets. 

We know that, in the UK, the savings ratio grew from 6.8% in
2019 to 16.3% in 2020. We are now seeing this latent build-up
of savings (typically cash) being deployed, increasingly into the
newer positive impact and passive portfolios that we added in
2019 and 2020. Altogether you have now entrusted us with
almost £1.3 billion of assets under advice and management.
Thank you. 

With the growth in the portfolios, we have been able to
continue to invest in the investment team and proposition,
which we are confident will pay dividends for you. Hot on the
heels of last edition’s announcements of the recent hires of
Emma Clarke and Finlay Holland we have now additionally
appointed Asset Risk Consultants (ARC) as a formal member of
our investment committee.  

For those of you not already familiar with ARC, they are
passionate innovators in the private client investment
management world, able to provide even more investment
intelligence and additional governance to our investment
offering. It is ARC that provide the leading ARC Private Client
Indices and ARC Charity Indices for the private client and
discretionary manager community.
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The addition of ARC enhances our ability to understand the
drivers behind past performance for you, provide indicators
and analysis of where future performance may be delivered
from, and help us to understand the personalities and the way
each of the fund managers that we are researching actually
deliver their investment performance.

Ultimately, we expect this to drive value through to the team
when building your portfolios. We are excited to have them on
board.

The last three months have been eventful too from a policy
perspective as we received the government’s Budget back in
March. 

We continue to work with our clients to adapt our planning to
take on board the changes necessary following the freezing of
a number of allowances, including the Lifetime Allowance. This
allowance is expected to impact many of our clients and so we
have an article touching more on this in this edition.

Capital Gains Tax rates have been maintained at their current
levels, as has pension tax relief, but it is still possible that
changes may come as the government seeks ways to pay for
the Covid support packages that were put in place. 

As such, pension funding and Capital Gains Tax management
strategies have begun earlier this tax year, just in case of
policy changes later on.

The Bank of England forecast UK Gross Domestic Product to
grow by 7.5% in 2021, compared to 5% in the February
forecast, per Reuters, whilst unemployment forecast to be
falling back towards the 5% level by the last quarter of 2021,
against the backdrop of a February forecast of 6.4%.

Ultimately, these are shorter term policy changes that can
have longer term impacts. With an eye on the longer term,
this edition also looks at behavioural strategies to help the
next generation in terms of building financial resilience and
also fairness. 

It is unfortunately obvious to us that there is a real gender gap
in terms of financial planning, with men typically having
retirement funding levels that are typically almost two-thirds
more than those of women. 

We would encourage you to get your children involved in the
financial planning process early and have accordingly included
an article on teaching your children to manage money. We
recognise that this won’t fix the problem on its own but will do
what we can and will continue to explore the theme of
managing the gender gap in future editions.

We believe that the biggest mistake that most people make when
it comes to achieving their financial goals and ambitions are that
they do not plan for them, or that they do not understand the
consequences of decisions when they are being made.

They take the same route as Alice in the story from Alice in
Wonderland in which the cat tells Alice that surely, she will
get somewhere as long as she walks long enough. It may not
be exactly where you wanted to get to, but you certainly get
somewhere. 

We are proud to have been able to have helped you throughout
the pandemic and to have been trusted counsel through this
period of extreme volatility and uncertainty. We look forward
to being able to continue to work to ensure that you not only
get to where you want to get to, but to arrive when you
wanted to get there. 

Thank you for continuing to work with us – we do not take this
for granted.

Jeremy

“We believe that the biggest mistake 
that most people make when it comes 

to achieving their financial goals 
and ambitions are that they 

do not plan for them, or that they 
do not understand the consequences of
decisions when they are being made.”
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By Lisa Hessey

Exploring the finance gender gap, and how
we’re helping to build financial resilience
for all. 

Research in 2020 revealed the gender pension gap – the gap
between the pension income of women and men – increased to
40.3% in 2018/19. This represents an average difference in
pension income by gender of about £7,500 a year.

To tackle this issue, the insurance and personal finance
profession is working together to improve women’s lifelong
financial resilience and some of the root causes of women’s
pension deficit.

We’re committed to helping to narrow this gap and to ensure
financial outcomes are improved for all. Read on to find out
what other steps are being taken to tackle the issues faced by
women of all ages.

As part of its Insuring Women’s Futures initiative, the
Chartered Insurance Institute (CII) is working with the personal
finance and insurance sector, the government, and society as a
whole to help women become more financially robust.

Based on its Securing the Financial Future of the Next
Generation report, the CII has identified five key areas of
activity which they are focusing on in their manifesto in order
to provide a catalyst for change. 

1. Improve women’s pension outcomes 

Women’s pension deficit is the result of many complex
financial and societal obstacles which accumulate
throughout women’s lives. If a woman is paid a lower
income, their contributions into a pension will be less.
Small surprise then that the Financial Times reports that
the average pension for women is £106,000 less than men.

It’s simple maths. An employer has to contribute 3% of
someone’s income to the workplace pension scheme on top
of the 5% made by the member of staff. If a man earns
7.4% more than a female colleague, then contributions will
be greater as it is based on a higher amount. 

Many women will have breaks in their working lives, or
periods of part-time working, which further impact on the
pension funds they accumulate. Often these reduced
contributions happen earlier in women’s working lives,
further exacerbating the problem as these funds would
have had a longer period invested, thus giving even greater
potential for growth. It’s easy to see how a women’s later-

life financial security can be put in jeopardy.

As part of its manifesto, the CII is working to improve
pension provisions for women by developing proposals and
open dialogue with government, employers, and wider
society. The organisation also hopes to provide women with
the ability – and knowledge – to better plan for retirement.

2. Support young females’ financial mindfulness in
navigating perils and pitfalls 
Industry research has identified a series of “perils & pitfalls”
which impact women’s lives and their financial wellbeing. 

Whilst everyone will have different risks in their lives, the
analysis helps identify several critical risks for women and
the times in their lives when they will have heightened
exposure. These risks can range from graduate debt to
returning from maternity leave or death of a spouse.
Failure to understand risks facing an individual can lead to
lifelong consequences. 

By raising awareness to these different issues, we aim to
empower women to engage with their own financial risks
so that they can develop risk awareness and make more
informed financial choices.

3. Improve female financial inclusion in the moments
that matter 

A recent report in Financial Planning Today found that
women were three times more likely than men to have
their finances dealt with by their partner, and less likely to
pay for face-to-face professional help.

In addition to this, in 2018 the CII identified six “Moments
that Matter” in women’s lives, which include:

• Entering and re-entering the workplace 

• Marriage and divorce 

Exploring the
finance gender
gap, and how
we’re helping to
build financial
resilience for all
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“By raising awareness to these different issues, 
we aim to empower women to engage with their own 

financial risks so that they can develop risk awareness 
and make more informed financial choices.”

• Motherhood

• Retirement and later life

As each moment has particular perils attached to it, the
organisation has pledged to promote good practice in a bid
to engage women in key decisions at these times.

Using financial advice to help women better understand
their situation and which products are best suited to them,
the CII aims to improve women’s financial resilience.

4. Set the standard in flexible working for carers and
parents 

As part of its commitment to help women, the CII has also
pledged to develop good working practices within the
financial and insurance sector. This means the institute will
be encouraging employers to be more flexible to encourage
women into the industry, providing a rewarding career that
balances caring and professional needs.

5. Raise awareness of and engagement in, women’s
risks throughout society 

Through its Insuring Women’s Futures initiative, the CII
aims to change attitudes within society to ensure females
are better supported, providing financial resilience for this
and future generations.

In doing this, the organisation hopes to create more
financial independence for all ages of women and future
generations of females. 

Get in touch 

At HFMC we believe everyone, regardless of gender, should
have robust financial strategies, helping provide security
and peace of mind for all of our clients. If you would like
to discuss any of the above issues, or how you could better
plan your financial future, please email or contact us on
020 7400 4700.
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By Mark Morris

Having spent approaching £400 billion on
propping up the UK economy over the last
year, it is perhaps no surprise that the
chancellor’s focus has turned to how to raise
vital revenue for the Exchequer.

This year is set to see the nation’s tax burden hit a 50-year high.
The ratio between taxes and the UK’s Gross Domestic Product
(GDP) will hit its highest level since 1969, and with much of the
tax burden falling on wealthier individuals and businesses, many
could see their tax bill rise in the coming years.

While there was fevered speculation before the Budget that
taxes would rise, it’s important to note that the chancellor’s
tone has softened in recent weeks. In May, Sunak praised the
UK’s “progressive” tax system and, for the first time, provided
a level of comfort that tax increases are not imminent.

However, changes announced in the Budget will affect many and,
of course, there could be further policy shifts in the coming years.
To help mitigate tax, here are 10 strategies to potentially consider. 

1. Cashflow planning 

Modelling your financial future can identify potential tax
issues before they arise. Whether it is projecting the value
of your estate for Inheritance Tax purposes or determining
how you draw an income in retirement in the most tax-
efficient way, this cashflow planning plays a vital role.

Our sophisticated cashflow modelling tool enables us to
model a range of “What if?” scenarios for clients that can
help us devise strategies to help reduce tax liabilities.

2. ISAs 

ISAs are one of the simplest ways to maximise your tax-
efficient savings. Each individual has a £20,000 ISA limit in
the 2021/22 tax year, which you can split between Cash
and Stocks and Shares ISAs. 

Interest from Cash ISAs is paid tax free. Income from
Stocks and Shares ISA is also tax free, nor is there any
Capital Gains Tax (CGT) on profits realised on these
investments.  

Maximising your investment into ISAs for all members of
the family can help grow your wealth tax-efficiently. Do
not forget Junior ISAs – you can invest up to £9,000 in
the 2021/22 tax year for anyone under the age of 18.

3. Pensions 

Pensions are one of the most tax-efficient ways to
grow your wealth. Using your full Annual
Allowance of £40,000 allows you to maximise the
tax relief you receive on your contributions – up to
45% if you are an additional-rate taxpayer.

And if you pay the contributions through your
business, you will reduce your National Insurance
and Corporation Tax liabilities too.

You can then take up to 25% of your pension fund as

a tax-free lump sum and, if you do not need the income
from your fund, under current rules pensions can be an
excellent way of passing wealth tax-efficiently to the next
generation.

With the chancellor freezing the pension Lifetime
Allowance at £1,073,100 until 2026, you could be affected
if your total pension savings reach beyond this threshold.
Talk to us for advice if you are in this position.

4. Structuring with a partner 

Working together with your spouse or partner can offer
significant tax benefits. These include:

• If you are married or in a civil partnership, transfers
between you are exempt from Inheritance Tax. The
surviving partner also inherits the other party’s nil-rate
bands. So, assuming no lifetime gifts have been made
that have used up the nil-rate band, assets totalling £1
million could pass to your children on the death of the
surviving partner.

• The Capital Gains Tax exemption is per individual.
Transferring assets between couples could help you use
£24,600 of CGT exemption (2 x £12,300). And, if one of
you pays higher Income Tax than the other, you could
reduce the rate of CGT by transferring assets to the
basic-rate or non-taxpayer. 

• A review of income levels for those able to control their
earnings can be a good idea in order to ensure you are not
paying more higher- or additional-rate tax than necessary.

Remember that these strategies typically require you to be
married or in a civil partnership and may not be available
if you are unmarried.

10 practical high net worth tax
mitigation strategies for 2021
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5. Gifts to children 

In simple terms, as long as you live more than seven years
from when you make a gift, your children won’t have to
pay Inheritance Tax (IHT) on that gift when you die. 

Each individual can also give away £3,000 worth of assets
each tax year and these will immediately fall outside the
value of your estate. You can carry any unused £3,000
annual exemption forward to the next year – but only for
one year.

6. Lifetime gifts 

There is no Inheritance Tax (IHT) to pay on gifts between
spouses or civil partners, so you can gift between you as
much as you like during your lifetime, if they live in the UK
permanently.

You can also reduce your IHT liability by making regular
gifts from income. These must:

• Be made from income, not capital
• Be regular and habitual in nature
• Not adversely impact your standard of living.

Remember that it is important that you do not continue to
“enjoy” any significant benefit from any asset that you gift
during your lifetime. If you do, it may still be deemed to be
within your estate and IHT will be due on it on your death.

7. Trusts 

Placing money, investments or property into a trust may
help to mitigate a potential IHT liability, although, with
some exceptions, you cannot benefit from these trust
assets once this is done. If you do, the assets will typically
be liable to IHT.

There are complicated tax rules around trusts, so always
speak with a professional.

8. VCT/EIS 

The Venture Capital Trust (VCT) sector raised £685 million
for investment in small, innovative UK businesses in the
2020/21 tax year. 

In 2021/22 you can invest up to £200,000 in VCTs and
receive tax relief of up to £60,000. To benefit, you must
have paid (or owe) as much tax during the tax year in

which you invest and you must hold the investment for at
least five years. 

Most returns are paid through tax-free dividends. As an
example, a tax-free dividend of 5% would be equivalent to
a taxable dividend of 7.41% for a higher-rate taxpayer or
8.1% for an additional-rate taxpayer.

An Enterprise Investment Scheme (EIS) also offers tax
benefits. You can claim back up to 30% of the value of your
investment in the form of Income Tax relief, while you can
also claim Loss Relief if the business fails, and there may
be no CGT to pay on the shares when you sell them. They
typically also benefit from Business Property Relief (BPR)
and are deemed outside of your estate if you die owning
them and having held them for more than two years. 

These are typically higher-risk investments and will not be
suitable for everyone, so taking professional advice is key.

9. Life Assurance 

If you think there will be an IHT liability on your estate
when you die, you could set up life assurance to cover the
tax due, meaning that more of your wealth is passed to
your beneficiaries.

It is important that any such policy is written in trust in order
that the proceeds fall outside your estate for IHT purposes.
The premium paid also reduces the value of your estate
while you are alive, further reducing your IHT liability.

This can be a complicated area of estate planning and is
best done with the help of a professional.

10. Family Investment Company (FIC) 

An FIC is a private limited company with bespoke articles
of association that is suitable to operate in a family estate
planning context. The shareholders of the company will be
family members and possibly a family trust.

Establishing an FIC can provide a structure for you to manage
the investment of family wealth and the eventual transfer of
its value to the next generation in a controlled way.

From a tax planning perspective, you can carefully control
the timing and value of any gifts transferred and the tax
treatment of doing so.



By Darren Johncock & 
Simon Bromley-Fox

Following the retirement of
Gary Festa in December 2020,
we’re delighted that Darren

Johncock, who has been working alongside Gary for nearly
ten years, took on the role of Mortgage Director in January
2021 with a continuing focus on delivering top-class
mortgage services and advice to HFMC Wealth clients. 

To bolster the team following Gary’s retirement, we welcomed
Simon Bromley-Fox to the team in a Mortgage Adviser role last
Summer. Simon has over 25 years’ experience within the
insurance, estate agency and financial services industries and
he is looking forward to developing relationships with clients
over the coming months and years. 

Gary continues to provide special advisory services to the HFMC
Wealth Board as well as a mentor and introducer role for the
mortgage team, on a part-time basis. 

How the coronavirus pandemic has changed the game
for the London property market 

One of the most significant lifestyle changes that the pandemic
has caused is the move towards remote working for a large
percentage of the population. According to figures from the
Office for National Statistics, the number of people who did
some work at home rose to 35.9% in 2020.

As you can imagine, this change in the way we work has had a
significant effect on the housing market as many buyers’
circumstances and priorities have changed.

Read on to find out how the pandemic has impacted the
London property market.

Many buyers are now prioritising larger homes with a
garden and home office 

While it may have taken a trip to the Land of Oz to make
Dorothy value her home, it took a pandemic to convince the UK
public. One of the biggest impacts of the coronavirus outbreak,
and subsequent lockdowns, was that many people have
completely reassessed their housing needs in recent months.

An obvious example is that when you work from home, the
transport links of an area play a much smaller role in the
decision to buy a property. If you no longer need to be within
an hour’s drive of your workplace, or within easy walking
distance of a train or Tube station, it opens up a much wider
array of possibilities.

Furthermore, the shift from office-based work to working from
home has meant that many people now have different
preferences for the home itself. If you’re going to be spending
a significant portion of the week inside, it’s important to have
a nice environment in which to work.

For example, many buyers prioritised properties with plenty of
green space, such as a large garden or rural location. According

How the coronavirus pandemic has
changed the game for the London
property market
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to market research from estate agent Savills, the percentage of
buyers who considered garden space to be important rose from
49% to 62% in the first few months of the initial lockdown.

Many buyers have also expressed interest in having a spare
room which they can convert into a home office.

Many rural properties are larger, cheaper, and with
more green space 

Unsurprisingly, this combination of requirements has led to
many people wanting to move out of cities and into the
countryside where green spaces and larger houses can be found.

Mark Hayward, from the regulatory body Propertymark, was
quoted in Forbes Advisor as saying that there has been an
“unparalleled increase in demand” in recent months for people
looking to relocate to more rural areas.

While young people tend to gravitate towards the cities, many
older people have opted for a quieter life in the countryside
now they can work remotely.

The advantages of doing so are obvious, as many rural areas
tend to have an abundance of green space, more community
spirit, and generally cheaper house prices.

For example, let’s say that you decide to sell your home in
Wimbledon and move your family further away from London.
According to market data from Rightmove, you could
reasonably expect to get around £1.1 million for a semi-
detached property in SW17.

You might then choose to move to somewhere more rural,
such as the popular Surrey town of Guildford. Here, according
to Rightmove, you could buy a fully detached property for
only £871,000. 

With this change, you could move to a larger home, in a more

peaceful area, and pocket the £230,000 difference. And it’s
still just a 40-minute train journey into Waterloo. 

While house prices in London lagged in 2020, experts
predict a rebound in coming years 

Prior to the pandemic, London typically saw strong house price
growth, but this trend was disrupted by the coronavirus
outbreak. Throughout 2020, property prices in London were
particularly badly affected due to the economic and social
disruption of the national lockdowns. 

Many people who were able to work remotely chose to leave
the noise and stress of city life behind to live in the country.
According to figures from Hamptons, published in Forbes
Advisor, Londoners bought 73,950 homes outside the city in
2020, which is the highest figure for four years.

The lower-than-average growth in house prices for the city
reflected this exodus of wealthy professionals. According to
figures from HM Land Registry, the average property price in
London has only risen by 4.6% since February 2020. 

This lagged significantly behind the annual growth in prices for
the country as a whole, which was 8.7%.

However, despite the initial shock that the pandemic had on
the property market, there may be hope for a rapid rebound in
the near future. While the growth in the first quarter of 2021
has been sluggish, experts predict that it could increase
dramatically as the market reasserts itself.

According to data from Savills, published in the Telegraph,
growth in London house prices could be as high as 7% in 2022 as
life begins to return to normal. Now that shops and businesses
have reopened, living in the capital can be an appealing
prospect for professionals and young people once again. 
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“While young people tend to gravitate towards the cities, 
many older people have opted for a quieter life 
in the countryside now they can work remotely.”
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By Tom Hopson

The lead up to 23 March 2021, otherwise
known as “Tax Day”, brought with it an
abundance of speculation regarding extensive
tax reforms set to curtail the amassing debt

from the pandemic. The actual day itself was rather
underwhelming in the shadow of this speculation, with
minimal immediate changes being implemented.  

The chancellor was clear that no one's take-home pay would
rise due to his policy announcements. However, his earlier
Budget saw the introduction of changes that will likely impact
financial strategies across the spectrum. These changes have
been referred to as “stealth” taxes within the press.  

This article will look at three of Rishi Sunak's key announcements
and how they might impact your family’s planning strategies.   

Lifetime Allowance 

As a recap, the Lifetime Allowance is, in its simplest form, a
limit on the amount of pensions savings you can accumulate
over your lifetime. 

The allowance was first introduced in 2011, with a limit of £1.8
million. Over time this has reduced, until the 2016/17 tax year
where it saw its lowest level of £1 million. Since this date, the
allowance has been increasing with inflation each year.

The practical application of the Lifetime Allowance is complicated,
ultimately relying upon an individual triggering a "benefit
crystallisation event" (BCE), of which there are thirteen. The
most common are; drawing benefits from your pension and
two forced events at your 75th birthday and upon death. 

If you are found to have exceeded the Lifetime
Allowance at one of these BCEs, you will trigger a tax
charge. The charge is 55% on savings above the
allowance if you take them as a lump sum or 25% if
you take or defer them as income. Note that you
will also be subject to income tax upon the
subsequent withdrawal of benefits where you opt
for the lower charge.  

Rishi Sunak's announcements saw the Lifetime
Allowance frozen at its 2021/22 tax year value of
£1,073,100 until 2026. 

From the Exchequer's perspective, the freeze raises
money in two ways:

• Investors could reduce their pension
contributions, which saves the government
money in tax relief.

• Investors could breach the Lifetime Allowance and
therefore pay additional tax charges.

For those of you that are at or approaching the Lifetime
Allowance, this will be more immediately pertinent than
those that are not. However, this announcement could still
impact your future strategy for those of you not currently near
the Lifetime Allowance.  

Analysis by Canada Life shows that a current pension pot worth
£351,000, with ongoing contributions of 10% a year from
someone earning £80,000, could breach the Lifetime Allowance
in 20 years if the allowance is frozen until April 2026 and then
increases by 2% on average each year after that.

So what does this mean, and should you still contribute to your
pension? 

In short, the answer to this will depend upon how your pension
fits into your existing financial strategy. 

The crucial point I want to stress is that just because you will
breach the Lifetime Allowance does not mean that paying into
a pension is bad — especially where this relates to a company
pension, where your employer will match your contributions. 

To find out if it is still in your best interest to contribute to
your pension, you would need to analyse the net cost of
contributing vs. the likely net sum you will receive in the
future and then consider this in the context of alternative
saving options that are
available to you, such
as ISAs. 

Key planning takeaways
signalled by ‘Tax Day’
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Ultimately, approaching or breaching the Lifetime Allowance
should prompt you to review your savings strategy to see if
there may be a more efficient solution to meet your future
needs. In addition, you should also review your investment
strategy, as the risk reward profile of any future growth
changes where you know part of that growth will ultimately go
to HMRC.

Inheritance Tax 

Since 2009, Inheritance Tax (IHT) has been payable on estates
valued at more than £325,000 – the "nil-rate band".

In 2017, an additional allowance – the "residence nil-rate band"
– was introduced, which currently increases the threshold at
which Inheritance Tax is paid to £500,000 for an individual and
£1 million for a couple. To qualify for this additional allowance,
you must leave your home to direct lineal descendants. 

In the March Budget, the chancellor froze these thresholds at
the current level until 2026.

Even without the freeze, more and more people have seen their
estate's value rise above the thresholds in recent years thanks to
booming property prices and strong investment growth. 

Now, the Office for Budget Responsibility estimates that more
than 36,000 estates a year will pay the death duty by 2026, up
from fewer than 25,000 in recent years. The freeze is
estimated to raise almost £1 billion for the government.

Much like the Lifetime Allowance, the impact and potential
solution to this change will depend upon your existing financial
strategy and the wishes you have for your estate. 

However, as we have touched on in previous articles, there are
ways you can help mitigate any potential tax liability on your
estate through careful planning. Some of these solutions include: 

• Spending more money on the lifestyle you love

• Making gifts to your family now, so you can see them enjoy
themselves during your lifetime

• Establishing a charitable foundation or making gifts to
charity

• Establishing trusts to create a legacy in which multiple
generations of your family can benefit

• Altering your investment strategy to exempt asset classes

• Prefunding your Inheritance Tax liability using an insurance
policy 

There is no "one size fits all" approach to mitigating Inheritance
Tax, and taking professional advice can really help. Read this
useful case study for some ideas of how we helped one family
mitigate a significant tax liability.

The announcement in the Budget should prompt a review of
your legacy planning strategy to ensure that any existing plans
will provide for your beneficiaries as you intend.  

Capital Gains Tax 

Lastly, Rishi Sunak announced that the Capital Gains Tax (CGT)
annual allowance would be frozen at £12,300 until 2026. 

Given the speculation in the lead up to both the Budget and
Tax Day, this was probably the best outcome we could have
hoped for. It was widely anticipated that Rishi Sunak would
align CGT and Income Tax rates, meaning higher- and
additional-rate taxpayers could have ended up paying 40% or
45% on capital gains.

The freezing of the CGT allowance may seem insignificant
compared to the previous taxes we have discussed. However, it
is essential to remember that you can't carry forward any
unused CGT exemption. 

By having an efficient tax strategy in place, like using your CGT
allowance each year, you could be saving yourself up to £2,460
in tax each year (20% of the CGT allowance). While this may
not seem like a lot, using this allowance each year, along with
compounded investment returns, the savings can soon add up,
providing extra funds for those post-pandemic activities you're
waiting to do.  

If you don't have a tax planning strategy already, you should
create one, and if you do, you should review it in light of these
recent changes. 

Looking forward 

While Tax Day allowed some sense of relief compared to the
speculation ahead of it, we should still be conscious that the
government could still make changes in the future. 

It is worth noting that, speaking at the Wall Street Journal’s
summit in May, Rishi Sunak praised the UK’s “progressive” tax
system and the tax contribution of higher earners. It is the first
time the chancellor has provided any level of comfort that tax
increases are not imminent, so this should provide much-needed
reassurance to individuals and businesses.

As with any planning, the continued review is crucial. If you
already work with a financial planner, then be sure to review
your strategy with them, and if you don't, we welcome the
opportunity to offer a helping hand to help navigate the
complexities of making your money work for you. 

Pease also review strategies set out in Mark Morris’s article on
page 5.
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By Sebastian Gladwish 

As we’re sure you already know, when
building your wealth, it’s important to start
from a solid foundation of good financial
sense. If you’re planning to leave a legacy for
your children, you’ll probably also want them

to have all the skills they’ll need to manage it effectively. 

To make sure that your children form good lifelong habits, it’s
important to start early. Read on to find out the seven best
strategies for teaching your children how to manage money.

Ages 7–10 

Even from a relatively young age, you can teach children how
to manage their money in simple but effective ways. While a
pre-teen might be a bit too young to manage a savings account
by themselves, you can still teach them about finances in a way
that they understand.

Set a weekly budget for treats

One of the easiest ways to do so can be with a small weekly
budget for treats. If you give your child a small but regular
allowance each week, it can teach them how to budget
properly – should they save up for a bigger treat or buy regular,
smaller items?

Get your child a piggy bank so they can watch their
money grow

Young children can sometimes also learn more easily if they can
see their money growing. This is where a good old-fashioned

piggy bank can help.

If your child wants something more expensive, such as a new
bike, for example, then using a piggy bank can help them to
understand the value of saving some of their pocket money now
for a greater reward later.

You could also pay interest on their savings so they can see the
benefit of leaving their money to grow.

Let them earn their pocket money with chores

As they start to get a little bit older, asking children to earn
their pocket money – perhaps through undertaking household
tasks – can be a good idea. Not only is this a good way of
teaching them the value of hard work, but it’s important for
them to see that money doesn’t grow on trees.

Ages 11–14 

Once your child grows to be a teenager, it’s time to give them
slightly more challenging financial jobs to teach them more
sophisticated skills.

Help them learn to budget by including them in your
meal planning

As you may know, teenagers need a lot of energy to grow. So,
at this age they can eat you out of house and home if you
aren’t careful. Since food is so often on their minds, this can
be a great segue into learning financial skills.

For example, a great way to teach them about household
finances is to get them involved in your weekly shopping and

7 useful strategies for teaching your
children how to manage money
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meal planning. This can help them to develop their budgeting
skills in a practical way.

Of course, this also has the added benefit of giving you the
opportunity to teach them about cooking, which will be
important as they get older. Both of these
skills can be essential if they decide to go
to university when they grow up.

Teach them to manage
money through
smartphone apps

If they own a
smartphone, you may
also want to consider
introducing them to
apps such as
RoosterMoney or
gohenry, which can
teach them more
about managing
their finances.

With these apps
you can arrange
pocket money
transfers, set saving
goals, and list chores
for them to earn
some extra cash. Since
both apps also offer
debit cards, with parental
controls, you can safely
introduce them to the concept
of spending money with a card.

Let them make mistakes with their money

As unusual as it may sound, this can also be a good time in your
child’s life to let them make financial mistakes. Since these
mistakes will probably only involve small amounts of money,
they won’t have as much impact on their long-term financial
wellbeing.

For example, if they want to spend their entire month’s pocket
money on videogames, then they’ll learn the hard way that
once the money is gone, it’s gone. 

While you may agree that this isn’t a sensible use of a child’s
pocket money, making mistakes like this is an important part of
the learning process. After all, it’s better to lose £50 at 14 than
to lose £5,000 at 24.

Ages 15–18 

By the age of 15 or so, your child should have a good grasp of
some of the more important financial skills. However, while the
previous strategies focused on saving money, it’s important to
teach them about growing it too.

Teach them sound investing rules by opening a Junior
ISA on their behalf 

One of the best ways that you can do this is by opening a Junior
Stocks and Shares ISA and encouraging them to help

you manage it. Not only can this be a good
way to grow their wealth in the long

term, but it also gives them first-
hand experience with dealing with
more complicated financial
matters.

You can sit down with
them and ask which
companies they’d like
to invest in, as well
as helping them to
research good
potential
investment
opportunities.

Once they turn 16,
they can control
the ISA themselves,
although they can’t
withdraw money
from it until they
reach 18. 

This can be invaluable
for teaching your child

how the stock market
works, the importance of

diversifying their investments,
and how sensible decisions can

result in strong growth over time.

Learning how to manage your finances is an essential life skill,
which is why it’s important to take an active role in your
children’s financial education. Doing this can give you peace of
mind to know that they’ll be able to manage their money in a
sensible way once they’re old enough to fly the nest.

Please note 

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. 

“Learning how to manage your finances is an essential 
life skill, which is why it’s important to take 

an active role in your children’s financial education.”
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By Ed Wilby

Alongside the enormous medical and social
toll that Covid-19 has had on all of us, the
pandemic has also had a very real and
tangible economic cost.

Many businesses were unable to continue operating as staff and
customers were stuck at home during lockdown, plunging the UK
economy into a recession in 2020. This forced the government’s
hand in finding ways to support individuals and businesses, all
the while spending money on public services to battle the virus.

The eye-watering figures for these costs came into focus during
the chancellor’s spring Budget on 3 March, as Mr Sunak
announced that government Covid-19 borrowing had reached
more than £350 billion, raising public net borrowing up from
just £55 billion in 2020 to £394 billion in 2021.

Spending can be divided across three key areas: public service
spending, support for households, and support for businesses.

So, where exactly has the chancellor been spending this
borrowing? And who is going to pay for it?

Spending on public services fighting Covid-19:
£127 billion 
According to the Office for Budget Responsibility, the
government has spent £127 billion on bolstering public services
to help the fight against Covid-19.

This includes extra money spent on health services and
procuring extra personal protective equipment (PPE). It also
consists of £22 billion on the Test and Trace system, with a
further £15 billion pledged to spend on it.

Of the £127 billion, the Treasury has held £25.3 billion in

reserve, with the expectation of having to further support
public services at a later date. 

Cost of supporting individuals through the
Coronavirus Job Retention Scheme: £54 billion 
Mr Sunak was particularly proactive in supporting those who
would be unable to work due to lockdown. He achieved this via
the Coronavirus Job Retention Scheme, more commonly called
the “furlough” scheme, which has cost £54 billion so far.

Since March 2020, the government has paid up to 80% of wages
for those who were unable to work. Primarily, this consisted of
individuals working in accommodation and food services, arts
and entertainment, and wholesale and retail.

At its peak during the first lockdown, the furlough scheme
supported nine million workers. But, as the economy has
reopened and people have returned to work, provisional data
from 28 February – the last time data was available – showed
there were just 4.7 million furloughed workers.

Cost of supporting businesses with Bounce Back
loans, and other business help: £87 billion 
As well as supporting individuals, the government has spent £87
billion supporting businesses to keep them afloat if they were
unable to operate during lockdown.

This £87 billion was spent across three areas:

• Loans and guarantees, £31 billion: This includes the Bounce
Back and Coronavirus Business Interruption Loan Schemes.

• Business rates relief, £10 billion: This has reduced tax for
businesses.

• Business grants, £13 billion: These grants to businesses do
not have to be repaid.

£400 billion and rising – the eye-
watering cost of Covid-19 in numbers

Source: Institute for Government
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Of the £87 billion total, the government is entirely responsible
for a total of £31 billion.

Cost of supporting the self-employed: £20 billion 
The government also offered the Self-Employed Income
Support Scheme (SEISS), giving £20 billion worth of funding to
support the self-employed. The furlough and business schemes
could see self-employed workers fall through the cracks, so the
SEISS has bridged this gap.

Under the SEISS, self-employed workers could receive up to
80% of their profits averaged over the previous three years of
income, up to £2,500 a month.

Lost tax revenue: around £76 billion 
Aside from the additional
government spending necessary to
support the economy, the Treasury
has also lost out on tax receipts in
the past year.

In 2019/20, tax receipts totalled
£635 billion. However, the
Institute for Government forecast
that tax revenues shrank 12% in
the past 12 months, representing
a squeeze of £76 billion. The
Office for Budget Responsibility
expects this to be the biggest
annual contraction in more than
300 years.

Government income will gradually
recover as businesses recover and
more people return to work.
However, this growth will still be
hampered by further attempts to rejuvenate the economy.

For example, the chancellor has cut the VAT rate for the
hospitality and tourism sector for the next six months, reducing
government income by around £5 billion. 

The Budget also contained measures for reducing
government debt 
Naturally, levels of such high borrowing and public spending
will have to be paid for somehow. As a result, Mr Sunak
announced a range of measures in his Budget that will seek to
strengthen the public purse. 

From the freezing of key exemptions and thresholds, such as
the pension Lifetime Allowance, to a 6% increase in
Corporation Tax, the chancellor has set out a five-year

roadmap for financial recovery.

Mr Sunak did confirm that he is increasing the amount of income
tax gathered by freezing the income tax threshold. This is the
amount you can earn each year before paying any income tax -
£12,500 at the moment.

Normally it goes up a little each year, to reflect the fact that
many people's wages rise a little too.

This threshold will rise next year to £12,570, but will stay at
that level until 2026, as will the threshold at which you start to
pay the higher rate of 40%, fixed at £50,270 until 2026. These
measures should raise about £8bn a year within five years.

As these policies disproportionately target the wealthy, many
analysts have described them as stealth taxes and pension raids
under another name.

This means that if people do get a wage rise, they will be
paying more income tax.

Mr Sunak is prevented from changing income tax or national
insurance rates in line with the Conservative manifesto, so all
eyes are on next year’s Budget. This will be the opportunity
when the Chancellor can really start to address how the cost of
Covid can be paid for and how the expected economic recovery
will help bring down government debt over the remainder of
this Governments tenure. He is likely to turn his focus to other
areas of taxation such as capital gains and pension tax relief. 

For more information on key changes to tax allowances,
exemptions, and thresholds, please visit
https://www.gov.uk/income-tax-rates

https://www.gov.uk/income-tax-rates

