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The Autumn Statement came and went with
none of the forecast CGT and IHT changes
coming to pass. In these volatile times
continuity is welcomed, though we cannot yet fully discount
announcements in a March budget, though with a view to
the next election, talk from the government has turned to
tax cuts following the changes made to National Insurance
over the summer.

Covid

As we see Europe entering lockdown four and Omicron
creating uncertainty for both families and the world economy;
in terms of the provision of financial advice, we continue to use
technology to support the provision of financial advice whilst
keeping our clients and staff safe. Our offices do remain open
for now, having had an uptick in use after been reconfigured to
meet pandemic induced safety requirements. Whilst welcoming
some long missed in-person meetings, we absolutely will respect
anyone’s wish, whether staff or client, to meet virtually.

Themes of this Issue

Perhaps due to the pandemic, we have seen client conversations
increasingly focus on mortality, life assurance and gifting to
help manage inheritance tax, whilst also considering the role
of property in their strategies.

through the generations and help ensure financial
independence for them. Please do get in touch if you would
like us to help them too.

Lastly, this issue of The Wire tells you some of the planning we
are utilising currently, including a case study of some past
strategic advice for one of our fantastic families.

As a result, rather than the usual focus on CGT that we normally
have in December with the tax-year end being just a few months
away, we have instead turned our attention this issue to
address some of the issues more immediately raised by clients,
from property downsizing to inheritance tax, pensions and the
risks of inflation.

As always, we remain focussed and available to cover the usual
end of tax year planning with you, including the merits of
realising capital gains now at current CGT rates versus
deferral. Please do not hesitate to reach out to your adviser if
you have any questions about tax-year end planning, or the
topics covered in this issue.

We are also pleased to continue to explore the theme of the
gender gap in pension, investments and pay. On average, women
will retire with very much less in their pension pot than men.

We continue to support not just our immediate clients, but also
their wider families and would welcome the opportunity to talk
to daughters and sons alike, to help preserve your wealth

We wish you and your families good health and prosperity as
we move towards 2022.
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Tackling pension inequality –
what needs to be done to
close the gender pensions gap
By Caroline Richmond

wealth for men is just over £212,000 compared to just £35,000
for women.

For years, we have known that there is a
gender pay gap. While much work has been
done to tackle the issue, the Office for National
Statistics report that, in 2020, the gender
pay gap among all employees was still 15.5%.

One issue that is not as commonly discussed is the gender
pensions gap. In many ways this is worse than the pay gap,
with stark differences between the average man and
woman’s pension.

Back in July, Legal & General published research showing
that women have lower pension pot sizes in every age
bracket, with the situation “significantly deteriorating” as
they approach retirement.

The research found that the typical gender pension gap is
17% at the beginning of women’s careers and increases to
56% at retirement compared with men. L&G also found that
the pension pot for a woman at retirement was less than
half that of a man.

Source: The University of Manchester

A major piece of research by the University of Manchester
backs up the fact that men have substantially more private
pension wealth than women.
For example, in the 65 to 69 age group, median pension
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As you can see from the above chart, median pension wealth is
much lower for women than men in each age group, most
notably in early retirement.

The situation can be even worse for divorced
women

2. Make the most of employer pensions

There are three benefits to maximising your pension
contributions at work:

While the gender pensions gap is stark, the situation is often
even worse for divorced women.

• You will benefit from employer contributions. If you stop
paying in, your employer might stop paying in too, and
you will lose this valuable additional contribution

The University of Manchester research also found that divorced
women’s pensions are much lower than their male equivalents.
Divorced women not cohabiting in their late 60s have less than
30% of the pension of equivalent men.

• You get tax relief on your contributions. As a basic-rate
taxpayer, every £100 pension contribution costs you just
£80. Higher- and additional-rate tax relief is also
available

There are two key reasons for this:

• Divorced women often have dependent children, which
means that even if they are employed, they are less likely
to be contributing to a pension

• You will benefit from compound returns on your
investment. If you start contributing early, the “growth
on growth” could be significant over several decades.

• Women will often prefer to take a share of any assets in the
form of property – typically the family home – than in
pension assets.

If you can afford to keep up your contributions while you
are on maternity leave, this is also beneficial. You will
pay less because you only pay in a percentage of your
maternity pay while your employer must continue at their
normal level.

Debora Price, co-author of the report and professor of social
gerontology at the University of Manchester, told the Guardian:
“Divorce is a very emotional time for couples. It is especially
difficult for them to think about pensions and often, the
person with the larger pension – almost always the husband –
does not want their pension to be shared as an asset in
divorce. Women are often very focused on keeping their
homes for themselves and the children and are often prepared
to give up quite a lot to secure that.”

3. Pay into a pension – even if you are not working

A little-known fact is that you can benefit from basic-rate
tax relief on pension contributions even if you are not
working.

You can save up to £2,880 into a pension each tax year, and
tax relief adds another £720 to your fund (correct in the
2021/22 tax year).

Fundamental and sustainable change is needed

By 2050, more than a third of the UK population (36%) will be
over State Pension age. By 2100, old age dependency is
expected to approach one in two.

It is easy to see the economic implications of women’s pension
deficit. If women lack pensions resilience, then everyone lacks
financial security, and part of the solution involves improving
equality for men, too.
The Chartered Insurance Institute (CII) concludes that:
“A fair and financially resilient later life for all requires
holistic and sustainable change: by policymakers,
regulators, master trusts, employers, society, the
financial services profession, women and men
themselves, to support gender inclusivity across the
pensions spectrum.”
While change may need to be more systemic,
here are five ways you can boost your pension
in retirement.

5 ways you can tackle the gender
pensions gap
1. Maximise your State Pension

To receive the full new State Pension of
£179.60 a week you must have 35 years’
worth of qualifying National Insurance
contributions (NICs). You will normally need
10 qualifying years to get any State Pension.

You may get a “qualifying year” if you
were unemployed, a carer, or parent (for
example, National Insurance credits are paid
to people claiming Child Benefit for a child
under the age of 12).
However, if you do not think you will reach
35 qualifying years, you can make voluntary
contributions to “buy” additional years.
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4. Delay taking the State Pension

Even more worryingly, just 3% of people seek financial
advice when they divorce.

If you do not immediately need your State Pension when you
reach State Pension Age, you can defer your payments.

Not speaking to a professional financial planner can have
significant financial implications. If you do separate from
your spouse, it’s vital that you consider the value of
pensions when dividing assets. This could ensure you benefit
from a fair share of pension wealth, which could enable you
to live the life you want when you retire.

For every nine weeks you defer taking your State Pension,
it increases by 1%. So, if you are entitled to the full new
State Pension of £179.60 a week, deferring it for 52 weeks
you will get an extra £10.42 a week.

Remember though, despite the increased future income,
you are giving up income in the immediate sense. You
would ultimately need to claim the basic State Pension for
a minimum of 17 years to “earn back” the pension income
you deferred initially.

Summary

If you are unsure about any of the aspects discussed above,
please speak to us. We can:

• Review your State Pension position, work out what your
eligibility is, and see whether making voluntary
contributions and/or deferring your entitlement to boost
your State Pension is worthwhile.

5. Ensure pensions are considered on divorce

Research from Legal & General has revealed that many
people don’t fully consider assets such as pensions when
they go through a divorce.

• Work out what you would need to contribute to your
personal and/or employer-based pension to achieve the
fund that will enable you to live the life you want to in
retirement.

The insurer found that only 12% consider pensions when
dividing assets with their partners, and a quarter (24%)
actively waive their rights to the value of them.

• Help you understand what pension provision you can make
even if you are not working.

As you read above, there is a significant disparity between
the pension wealth of divorced men and women, often
because pension assets are not considered. Despite changes
to the law designed to encourage a fairer split on divorce,
figures suggest as few as 12% involve any sort of pension
sharing.

• Provide financial guidance and clarity should you find
yourself traversing the uncertain grounds of divorce.

“…only 12% consider pensions when dividing assets with
their partners, and a quarter (24%) actively
waive their rights to the value of them.”
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Could your life insurance be
making your Inheritance
Tax problem worse
not better
By Nick Rudd

Have you taken steps to reduce your
potential Inheritance Tax (IHT) bill?

If you have, new research shows that
you’re actually in a minority of people.
Almost three-quarters (74%) of UK adults have not
taken any steps to reduce their IHT liability, a new
study from AKG and Canada Life has revealed.
The study also found that just 1 in 5 people have
taken any action to mitigate a potential IHT bill.

One method you can use to deal with a potential tax
charge is to take out life insurance. While this won’t
reduce the amount of IHT that may be due when
you die, the payout from a policy can cover the tax
bill, allowing you to leave the legacy you want to
your beneficiaries.

While this is a popular method of dealing with an IHT
liability, thousands of estates are paying IHT on the
proceeds of these policies because of one simple
omission. Read on to find out more.

Estates pay £280 million of unnecessary IHT

New HMRC data has revealed that more than 6,000 estates
paid IHT on the payouts from life insurance policies in
2018/19 because they failed to place them in trust.

Of the 22,100 estates that paid IHT in 2018/19, HMRC figures
show that more than a quarter of them (6,040) included life
insurance policies. These policies were worth a total of £709
million, meaning that more than £280 million of IHT may have
been paid on them.

The payout from a life insurance policy will normally form part
of your legal estate. And, if the life insurance proceeds take
your estate above the IHT threshold, the portion of your estate
above this will be liable to tax at the 40% rate.

However, if the policies were written into a trust, they would
not normally form part of your estate and would therefore not
be liable for IHT.

that appoints trustees to look after the policy on behalf of your
beneficiaries until such a time as the beneficiary is intended to
benefit.

Experts speculate that part of the reason the figure is so high
is that people buy life insurance without taking advice.
Consequently, they are unaware that if they don’t write the
policy in trust that it could form part of their estate, and that
the proceeds may be taxed at 40%.

Setting up a trust is easy and typically won’t cost you anything
extra. Your life insurance provider will be able to provide the
necessary forms and it usually requires nothing more than a
signature. While it’s generally better to set up a trust when
you first buy insurance, you can put your policy in trust at any
time.

Setting up a trust is quick and easy

The easiest way to avoid IHT being charged on life insurance is
to put your policy in trust. This is simply a legal arrangement
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Provided that you’re in good health when you put life
insurance into trust, there are normally no IHT implications as,
in most cases, the policy has no value.

Bear in mind that, if you are seriously ill when you put the
policy in trust and die within seven years, HMRC could argue
that the policy had a value when you put it into trust. In this
case, they may include the value of the payout in your estate
and levy IHT on the proceeds.

Two other reasons placing your life insurance in
trust adds value

As well as ensuring IHT isn’t payable on the proceeds, there are
two other good reasons to place life insurance in trust.

Firstly, it allows you to decide who your trustees are and,
importantly, who will receive the proceeds of your life
insurance policy.

Setting up a trust can be particularly important if you’re not
married or in a civil partnership as it will ensure your assets go
to your intended beneficiaries.

Secondly, writing your policy in trust also means the payout will
reach your beneficiaries much quicker. This is because the
payout will bypass probate.

Speak to an expert for help

According to official HMRC figures, the government collected
£2.1 billion of IHT between April and July 2021, which is £500
million more than the same period last year.

Furthermore, the amount of IHT is set to rise yet further in the
next few years, after the chancellor froze the threshold at
which tax is payable at £325,000 until 2026. Rishi Sunak also
froze the “residence nil-rate band” – an additional tax-free
amount you can claim if you pass your home to a direct
descendant – at £175,000 to the same year.
With this in mind, mitigating any liability you have can ensure
you leave more of your estate to your loved ones. Putting your
life insurance in trust is just one way to achieve this.

“Setting up a trust is easy
and typically won’t cost
you anything extra...
While it’s generally better
to set up a trust when
you first buy insurance,
you can put your policy
in trust at any time.”
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Case study

How portfolio
lending can be
a low-cost and
effective option
for some clients
By Paul Short

When clients approach a financial planner
looking to borrow money to buy a home,
the easy option may just be to turn to a
traditional mortgage lender to find
acceptable terms.

However, lending secured against a portfolio of assets –
sometimes called “Lombard lending” – can be an excellent
option for clients.

repayments and so didn’t tick the clients’ “flexibility” box.

Here’s how I helped married lawyers to buy their dream home
without the need for a mortgage.

As markets were volatile and the value of the clients’ portfolio
had fallen, they didn’t want to crystallise that position. Indeed,
they were also considering further additions to their investments.

Getting a full picture of our clients’ needs

My independent advice was to consider moving their portfolio
to a proper investment house that was more appropriate from
an investment and risk perspective.

I met two married lawyers, one of who was a high earner at a
“Magic Circle” law firm. They have two young, pre-primary
aged children.

In addition, having considered all the pros and cons, borrowing
against the portfolio was also the best advice.

Firstly, I reviewed their portfolio at a “Red Carpet” bank. They
held £5 million in total: £2 million wrapped in pensions and
ISAs, plus £3 million in a General Investment Account (GIA).
This was all held in one unit trust that was both expensive and
an average performer.

The clients borrowed £1.5 million secured against the £3
million GIA with no fees whatsoever and an interest rate of
just 1%. In addition, they have the complete flexibility to repay
some or all of this loan whenever they want.

Their goal was to move from the trendy part of London where
they lived to the leafy suburbs. They had found a dream home
for £5 million, near to good schools for their two children.

Substantial cost savings and better investment
performance

The net proceeds from the sale of their home were £3.5
million. Their cash could cover the large Stamp Duty bill and
the associated costs. It would also leave some money for a
modest refurbishment and a decent-sized emergency fund.

In simple terms, the 0.5% fee and 0.9% interest rate saving
equated to more than £20,000 in just the first year. And, having
completed the initial “settling down” review, the clients are
delighted, as the entire portfolio is not only up but significantly,
and has outperformed their old bank by 4% after all costs.

So, the clients needed to borrow £1.5 million to complete the
purchase of their new home.

To be clear, the clients are sophisticated enough to understand
the total absence of any certainty.

Flexibility was the key, and a competitive rate

However, they are investing for 15 to 20 years before they draw
down and the initial “loan-to-value” for the portfolio borrowing
at 50% (£1.5 million secured on £3 million) would mean that
only a market meltdown would lead to a margin call.

The clients’ excess net income meant that they could clear any
debt very quickly, so this meant their priority was “total flexibility”.

Their banker had suggested a “cheque book mortgage” at an
interest rate of 1.9%, or a five-year fixed rate at 1.49% with a
0.5% fee. However, this fixed rate didn’t allow lump sum
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As the clients said, as corporate lawyers that would then be
the least of their worries!

Fewer over-55s are downsizing –
here are 4 pros and cons to
consider before moving home
By Phil Jelly

Typically, smaller homes are cheaper than larger ones. Therefore,
by moving to a smaller property, you can access that value as
cash. This money could be indispensable in reaching your
retirement goals, as it may supplement your pension income or
provide you with money to leave a legacy to family.

Downsizing has been a popular strategy for
retirees to boost their retirement pots,
potentially giving you a cash lump sum if you
buy a cheaper home.

Research published in the Guardian found that, between April
2020 and the end of June 2021, older homeowners withdrew £830
million from their homes with more than half – £425 million –
handed to their children, other family members or friends to help
them onto the property ladder.

However, according to research from Legal & General published
in the Financial Times, more over-55s are choosing to stay in
their homes, with fewer than one in four households intending
to move to a smaller home in the near future.

While the numbers of over-55s planning to relocate may be
low, downsizing may still present a viable option for your
retirement. Although, of course, as with any financial
decision, there are various considerations to make before
you take that step.

Smaller homes are easier (and cheaper) to maintain

In general, smaller homes are cheaper to maintain, meaning you
are likely to pay less Council Tax and to have lower utility bills.
This could be important in retirement when your income
generally tends to drop compared to your working life.

So, here are four downsizing pros and cons to help you decide
if it could work for you.

Similarly, as you get older, you may need to start thinking about
having a smaller home simply from an upkeep perspective. Many
of our older clients find that they simply don’t need the hassle of
maintaining a large home in their retirement.

4 downsizing pros

You could receive a lump sum

You can move somewhere you always wanted to live

The first benefit many people target when downsizing, is
accessing the value contained within their home. This can be
particularly useful, if the value of your home has risen since you
bought it.

Was there an area or neighbourhood that you wanted to live in
previously but couldn’t afford the size of home you needed for
your family?

UK house prices have hit all-time highs in 2021, meaning you may
benefit from a healthy profit on your home when you come to sell.
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By downsizing, you may now be able to afford a property in that
area, allowing you to reach a life goal that you previously
thought was unattainable.

This may be especially true if you work from home currently. You
may have had your own home office that was separate enough
from other spaces to work peacefully without interruptions from
anyone else.

Additionally, you may want to elect to move nearer to friends or
family, now there’s no longer a daily commute.

You could reduce your IHT liability

But, in a smaller home, you may now find that you’re less
insulated from noise, meaning it’s more difficult to work.

By transferring money out of your home and into cash, you may
be able to reduce your Inheritance Tax (IHT) liability.

Practical points like this matter too, so make sure you’re willing
to change your lifestyle to live in a smaller home.

We’ve previously written about how we helped a client with a
large, valuable property in the Home Counties to reduce a
substantial IHT liability.

Leaving your home can be emotional

We can work closely with you to determine how a house move
would work, and how funds could be released from the property,
gifted, and carefully invested as a means of reducing your estate
for IHT purposes.

While it may seem trivial, you shouldn’t underestimate the
emotional side of moving home.

You may still live in the same home you did when you first got
married or where you raised your children, and you feel
sentimentally attached to it.

4 downsizing cons

The costs of moving

This is just as important as the practical and financial sides to
moving. Make sure you’re ready to leave, rather than forcing
yourself to move.

While moving to a smaller home can allow you to access value
tied up in it, you need to stay aware of the costs of moving
home.

You may lose a support network

Valuation fees, estate agent fees, Stamp Duty Land Tax (SDLT),
and removal costs can all add up, reducing the amount you will
make when downsizing.

On top of the emotional factors associated with moving, another
point you may not have considered for downsizing is that moving
elsewhere can mean leaving a support network.

Factor these costs in and check that your move is still costefficient.

Whether that’s being close to your family, friends, or simply just
your neighbours that you have a close relationship with, knowing
where you can go if you need help can be so important.

You’ll have less space

This network tends to become even more vital as you get older
and start to lose some of your independence.

It may seem obvious to say that downsizing will mean you have
less space at home, but it’s a key consideration that you should
keep in mind.

Having less space at home can be a serious lifestyle change. You
might have been used to having separate spaces for different
parts of your life, such as for cooking, eating, and relaxing.
However, in a smaller home, you may no longer have this extra
space. This could require you to adapt your lifestyle more than
you were expecting.
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Primed to rise?

Inflation and property prices rise
as interest rates remain low

By Darren Johncock

However, if the BoE want to stop inflation spiralling out of
control, they’re going to have to act. The Bank has already
announced that, as the economy recovers from Covid, they
expect UK inflation to rise to 5% in the spring before falling back.

Interest rates have been at an all-time low of
0.1% since 25 March 2020, when the Bank of
England (BoE) faced the unprecedented
effect of the pandemic and the early days of
the first national lockdown.

Source: BoE, published in the Telegraph, October 2021

But, although the target is 2%, inflation is currently running
at 3% and is likely to rise even further, as shown in the chart
below.
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societies have plenty of funds to lend to borrowers.

Urgent action is required to stall rising prices. This means
raising interest rates, which many investors expect to happen
in the next few months.

Now, with a rate rise in the offing, many mortgage experts are
advising borrowers to find a fixed-rate deal.

This is supported by words from the governor of the Bank of
England, Andrew Bailey. In October, he warned that interest
rates will be pushed up if higher inflation becomes persistent.

In early November, financial analysts Moneyfacts report that it
is possible to fix your mortgage rate at around 1% for between
two and five years. Locking into a medium-term deal at such a
low interest rate could protect you against the base rate rising
in the near future.

Interest rates remain at an all-time low of 0.1%,
for now

House prices rose by 10.6% in the year to
August 2021

Although higher interest rates can help to keep inflation levels
reasonable, in November the BoE voted to keep interest rate at
0.1%. It is hoped that retaining this lower rate will help support
the economy and foster growth.

House prices are rising everywhere and even London, which
lost out thanks to an exodus during the pandemic, is showing
signs of recovery.

The problem the Bank faces is that, while they need to slow
the increase in prices of everyday goods, they do not want to
increase the cost of borrowing just yet. This is because of the
negative effect a rate rise could have on the post-pandemic
economic recovery.

According to the Office for National Statistics, UK house prices
rose by 10.6% in the year to August 2021 – an increase from
8.5% in the year to July.

Property prices in central London are driven by
high net worth and ultra-high net worth buyers

Whenever it happens, a rate rise will help savers get a better
return on their money and encourage people to save rather
than spend.

As the first wave of the coronavirus pandemic hit the UK in
March 2020, 653 luxury brand and supercars were registered
for the first time in the UK. Compare this to the same period in
2019 when 2,044 such cars were registered.

However, mortgage borrowers could see their repayments start
to rise – and so locking into one of the low-cost fixed-rate
deals available in the market could be a shrewd move.

Mortgage lenders have plenty of funds to lend
to borrowers

The chart below is visual proof of the disruption Covid has had
on the spending patterns of high net worth and ultra-high net
worth individuals. And it’s these people who breathe life into
the prime central London property markets.

Thanks to record amounts of money saved during the pandemic
restrictions over the last 18 months, banks and building

Source: Savills Research, LonRes, DVLA

11

By the end of March 2021, new car registrations across these
same luxury brands had returned to 1,487. The recovery for
prime central London property market has been even stronger.
Aided by the easing of restrictions and the return of office
workers to the capital, London house prices saw growth of
1.4% during the third quarter of 2021.
Prime London houses with six or more bedrooms have
risen by an average of 6.2% in the past year and values
of five-bedroom properties are up 5.3%.

Primed for a price recovery

As international travel restrictions continue to ease,
property values in prime central London are poised for
further recovery.

Although it's difficult for experts to predict the timing,
in September Savills were forecasting values to increase
by an average of 2% during 2021, followed by a more
significant recovery in 2022, with a forecast growth of 8%.

While interest rates remain low for the time being, and
with property prices on the rise in central London, all the
signs suggest that if you were thinking of buying property, the
time to act is now.

Current rates are so low that a recent study from Savills found
that mortgage borrowers are paying out less in interest than at
any time in the past two decades.

Despite warnings from the BoE that interest rates will have to
rise, mortgages have never been cheaper. So, now could be the
perfect time to review your arrangements and to consider a
fixed-rate deal.

Growth forecasts for prime central London over the next five years

Source: Savills Research (Forecasts apply to average prices in the second-hand market. New-build values may not move at the same rate.)
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