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T

he pandemic has made people reflect
on their futures, this means after
nearly two years since the pandemic struck,
people are planning for lifestyle over assets.
The driving force is the realisation that life
isn’t forever and people are now putting
their lives and happiness first.
People are investigating how to bring
their retirement plans nearer, driven by a
desire to obtain a better work-life balance.
But how is this possible, can it be
affordable and what do these life changes
mean for your financial future?

All lifestyle decisions affect
your finances
It is now believed that more than half of
UK adults say the pandemic has impacted
their retirement plans. With those nearing
retirement feeling more pressure.
Around 40% of people want to achieve
key life events more quickly, because of the
setback from the pandemic. A further 40% of
adults feel they should save more long-term.
A quarter are less comfortable coping
with such unforeseen events than they were
before.
It is also believed that 10% of the over50s currently in employment think they will
need to delay retirement due to financial
pressures caused by the pandemic.

What should you consider if
your retirement pot is unable
at present to support you for
the years ahead?
February 2020 was the beginning of the
pandemic in the UK and from this point, UK
household savings were reported to have
risen by nearly £200bn. Household debts,
excluding credit cards, decreased by about
£10bn and house prices went up.

Some took advantage of the government's
lower stamp duty on new home purchases;
others were able to put more away in
savings and investments. But not everyone’s
finances saw positive gains.
Life in the UK has changed dramatically
over the pandemic years, so now is a good
time to take action and prepare for your
future.

Sound financial advice can
support you through such life
changes
Many people may not feel like they have
benefited much over the pandemic, but
there can be advantages for those thinking
about taking financial advice.
Accessing financial advice has never
been easier. Instead of booking a face-toface appointment, many advisers now use
Zoom, digital type adviser video calls from
the comfort of your own home. This allows
you to have all your financial documents at
your fingertips, you and your adviser will
be able to get to the core of your financial
requirements more easily.

Is financial advice right for
you?
If you think you could benefit from financial
advice, we’re here to help. Our experts will
be there, at the end of the phone, by email
or ready to meet online to support you
through the process.
This article will help you learn about financial
planning and where advice could fit in. But the
information and tips given here aren't personal
advice. If you are unsure whether a course of
action is right for you, you should seek advice.
Remember all investments can fall as well as
rise in value so you could get back less than you
invest.

Not all financial advisers will have regulatory permission to advise on every product mentioned in these articles. Certain products mentioned in this magazine may require advice from other
professional advisers as well as your financial adviser and this might involve you in extra costs. The articles featured in this publication are for your general information and use only and are not
intended to address your particular requirements. They should not be relied upon in their entirety. 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. Will writing, buy-to-let mortgages, some forms of tax and estate planning are not regulated by
the Financial Conduct Authority. Levels, bases of and reliefs from taxation are subject to change and their value depends on the individual circumstances of the investor.
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Just how much is
the State Pension
worth?
The State Pension will
rise in April 2022, but
how much more will you
get and could you benefit
from delaying taking it?
The State Pension normally
increases in line with the triple lock.
This means it rises by the greater of
either wage growth, inflation (CPI),
or 2.5% each year. On 7 September
2021, the government confirmed
plans to suspend this rule for one
year.
WHY WAS THE TRIPLE LOCK RULE
SUSPENDED?
On average wage growth had
been abnormally high in this year.
In fact, in the three months to July
2021, which would have been the
figure used for the triple lock, it was
around 8.3%, due largely to the
impact of the pandemic on wages in
the previous year.
The government felt such an
increase to the State Pension
would have been disproportionate,
however with recent energy
increases and the pending National
Insurance increases, many would
argue it was a timing oversight.

HOW MUCH STATE PENSION CAN I
GET AND WHEN?
The State Pension varies for
everyone and understanding how
much you could get, and when, can
be confusing.
The amount you could receive
depends on whether you qualify for
the basic State Pension or new State
Pension and how many ‘qualifying
years’ of National Insurance (NI)
contributions you have. It will also
depend on whether or not you
contracted out of the additional
State Pension.
You can check how much you
could get by requesting a State
Pension statement or you can also
use the government’s State Pension
calculator to see when you can
claim your pension.
The government provides Pension
Wise, a free and impartial service
to help you understand your
retirement options.
This article isn’t personal advice. We offer
a range of information and support to
help you plan your own finances. Product
and tax rules can change, and any benefits
will depend on your circumstances. All
investments can rise and fall in value, so
you could get back less than you put in. If
you’re not sure what’s right for you, ask
for financial advice.

HOW MUCH WILL THE
STATE PENSION BE FROM
APRIL 2022?

I

nflation (CPI) rose 3.1% in the 12 months
to September 2021, meaning State Pension
income will rise by this amount from April 2022.
The government also intends to revert to the use of
the ‘triple lock’ in the future.
The full new State Pension will rise from £179.60
to £185.15 per week, which amounts to an extra
£288.60 for the year.
For anyone entitled to the full basic State Pension,
it’s set to increase from £137.60 to £141.85 per week
– a total of £221 extra next year.
DELAYING CAN INCREASE YOUR STATE
PENSION INCOME
If you’re planning to work past State Pension age, the
government will increase the amount you eventually
receive every year you delay taking an income.
MAKING ADDITIONAL NATIONAL INSURANCE
CONTRIBUTIONS
If eligible, you could fill any gaps in your National
Insurance record. By choosing to voluntary fill up the
gaps in your NI contributions, this could increase the
amount of income you receive. You need a minimum
of 35 years of National Insurance (NI) contributions
to be eligible for the full new State Pension income.
PENSION CREDITS
For anyone over State Pension age, and whose
earnings are less than £177.10 (£270.30 for a
couple) a week (2021/22), you could be eligible for
pension credit. This is an income-related benefit,
on which you won’t have to pay tax. The amount of
pension credit you’ll get depends on your personal
circumstances.
IS IT POSSIBLE TO LIVE OFF THE STATE
PENSION ALONE?
Many believe the State Pension will be enough to
live off alone, but the likelihood is, for most people,
it won’t be enough.
At present, if you receive the full new State
Pension, of £9,339.20 a year, you would be short by
around £24,000 if you wanted to reach a comfortable
living standard suggested by industry experts.
This highlights the real need of saving into a
workplace or private pension, alongside anything the
state offers.
Realistically retirement can last 30 years or even
longer, so you need to make sure you’ll have enough
money to last as long as your retirement.
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Running your
finances in

2022

What should people focus on
financially in 2022 and why
spending less but saving more
may not be right for a better
financial future.
MAIN AREAS FOR FINANCIAL FOCUS IN 2022

When you ask people which aspect of
their finances they would like to control
immediately, the most common answers
are:
1. Paying off debt
2. Having cheaper bills
3. Saving more money for
emergencies
4. Getting to grips with their pension
5. Starting an emergency fund
6. Investing more into their pension
7. Protecting their family if they can’t
work
8. Start investing
Debt comes at a cost called interest
charges, so your first priority should
usually be to pay off any outstanding
debts and then set aside cash for
an emergency fund. Looking at
comparison sites for cheaper bills also
reduces your debts overall.
Whilst this is financial organising it’s
not financial planning which is more
than just spending less and saving more.
You should also think about what you
want for your financial future and how
to get there.
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Here we focus on building up financial
resilience and setting yourself up for the
future.

1. PROTECTING YOU AND YOUR FAMILY

Financial protection insurance provides
an income for you, or your family if you
are not able to work or you die suddenly.
Examples include life insurance, critical
illness insurance or income protection
insurance.
A thought provoker is to consider how
you would cope financially if you were
unable to work for six months or longer.
Financial protection is key to building
financial resilience and a more secure
future, so it’s worth investigating.
Remember that, having a cash buffer
is pretty essential to help you cope
should you be unable to work or have a
reduction in income.

2. GET TO GRIPS WITH YOUR PENSION

Ask yourself ‘Am I on track for the
retirement I want?’.
Begin by looking through your
pension paperwork or logging in to your
pension online to see how much it’s
worth and where it’s invested. You could
then use an online calculator to find out
how much your pension could be worth
when you retire.
Pensions are a vital part of financial
planning but can be complex. For
something so important, you might
want to get the advice of an expert.

A financial adviser could help you
understand what pensions you have,
whether you’re on track, and whether
pension consolidation could make
things easier.
An adviser can guide and help you
choose something that’s right for your
circumstances, whatever your position
and remember that if you are over 50,
you can get free, impartial guidance
about your retirement options from
Pension Wise.

3. INVESTING

With inflation soaring, money sitting in
the bank is doing nothing for you, so, if
you’ve not tried investing before, 2022
might be the year to start.
There’s always the risk your
investments could go down in value
meaning you get back less than you put
in, so only invest if you’re happy with the
risks and with money you don’t plan to
touch for at least five years.
People believe you need a lot of
money to start investing but a small
amount, of £25, each month is possible.
Taking financial advice can get you
moving so that you focus on your goals
for the future, and they focus on the
details for you.
This article isn’t personal advice. Product and tax
rules can change, and any benefits will depend
on your circumstances. All investments can rise
and fall in value, so you could get back less than
you put in. If you’re not sure what’s right for you,
ask for financial advice.

Rising inflation and your pension
Inflation is on the rise and it is at the highest level in 30 years, with
no sign of it slowing down. The Bank of England expects it could
hit 6% by spring and to remain high for the rest of the year.

W

hat is behind this rise, the rising
cost of petrol, surging gas prices
and supply issues caused by Brexit, as well
as the pandemic creating price increases
of even the most basic food items. World
events have affected the stock market
creating a volatile environment and with
energy prices set to surge by 54% when
the new energy cap comes into force in
April, further purse tightening will be
needed.

WHAT DOES THIS MEAN FOR PENSIONERS?

Pensioners are affected differently from
working people by inflation. While
everyone’s finances are affected by rising
inflation, it’s something pensioners need
to be particularly aware of.
When looking at recent ONS data,
it showed that although pensioner
inflation was the same as for non-retired
households, it is constructed differently.
It revealed that non-retired households
feel driving inflation pressure from rising
petrol prices, while retired households
feel it from domestic related costs such
as energy bills. Basic food items such as
milk, butter and bread are another
key component as their prices are
rising at well above inflation.
Workers can expect rising wages to
offset at least some of the cost increases,
but pensioners usually rely on the pension
they retire with which may have to last
them 30 years and remain robust in the
face of rising inflation.
The State Pension is due to increase by
3.1% in April. However, given inflation
could be roughly double that by then, it
won’t help pensioners meet their rising
cost of living.

WHAT CAN PENSIONERS DO ABOUT
INFLATION?

You have different options depending on
how you choose to take your retirement
income.
If you choose an annuity, you benefit
from a secure income that will be paid
for the rest of your life. You could choose
an inflation-linked option. However, you
need to be aware that the amount of
income you’ll get when you first start
taking an income will be lower. That’s
because it takes into account the fact that
it needs to rise over time.
This factor means people often choose
other annuity options that offer a higher
starting income. However, remember,
if you make the wrong decision when
purchasing an annuity, it can’t be undone.
One way to manage this is to annuitise
in stages over several years rather than
annuitising the whole pension at once.
Another key part of people’s retirement
income is cash. It’s a good idea to keep
some money aside in case of emergencies,
usually around one to three years’ worth
of basic expenses in an easy to access
cash account is sensible if you’re no longer
working. However, it’s important not to
hold more than you need.
If you hold too much cash over the
longer term, the return you get from the
interest paid probably won’t keep up with
inflation.
If income drawdown is your choice,
you’ll have a pot of money that needs to
be managed for a period that could last
more than 30 years. Investment returns
and withdrawal rates are important. If you
take out large amounts, particularly early
on in retirement, you might find you need
to make cutbacks later on to account for
increasing prices.

Also, if your investment strategy returns
don’t match inflation or your withdrawal
rate, you could end up with your money
not being able to buy as much later on in
retirement.
A flexible approach is an option to
consider. Adopting a natural income
strategy where you withdraw no more
than the yield generated by your
investments is a good way of making
sure your pension remains robust over
the long term. Clearly, these returns will
fluctuate over time, but you can use your
cash buffer to help supplement your
income as and when needed. This should
help you ride out any investment volatility
and make sure your pension remains
robust in the face of rising inflation.
All investments can fall as well as rise in
value and you may not get back what you
invest.

This isn’t personal advice. If you’re not sure what’s
right for you, ask for financial advice. Remember,
pension and tax rules can change, and benefits
depend on your circumstances. You also can’t usually
take money out of a pension until at least age 55
(rising to 57 from 2028).
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How to beat the big

What to do when your finances come under attack
from all sides and how to best protect yourself.
I

t’s a financial nightmare when factors align that draw out all or
most of your cash, but now the pandemic is coming to a close
we are witnessing 30-year high inflation, which is outstripping
any rises in salaries or pensions. So, what are the financial squeeze
factors and how can you work with them.

1. RISING ENERGY COSTS

By the time April arrives, many of us will have seen a near doubling
of our energy costs, especially as fixed deals are coming to an end
and providers like Avro Energy have gone under. But things are set
to get much worse, the government is only stepping in to help at
the very low end and at a fraction of the rise and the energy price
cap is set to rise dramatically in April, by as much as 50% for most
or £600 on average.
What can you do?
With the big energy providers aligning prices, due to spot
purchasing months ahead, the answer is not a great deal. There is
nothing cheaper than the energy price cap even when you shop
around, so currently, it’s unlikely you’ll be able to switch to a better
deal.
The alternative here is in your own consumption of energy, by
thinking carefully about how much you use. For some people, this
will include wall and loft insulation to energy efficient appliances
like ovens, hobs freezers and even bulbs to energy-saving habits.
For those at the lower end of the scale, the rises will create some
incredibly difficult decisions. Should you be facing real hardship,
see if you qualify for any help from your energy provider, such as
the warm homes discount or look on the government website for
the new energy support grant.

2. INCREASING INFLATION

Inflation hit 5.4% in December and the Bank of England expects
inflation to rise to above 7% by the spring, then slowly falling back.
To make matters worse, many of the items with dramatic price
increases are the things we can’t live without, like petrol or home
repairs.
What can you do?
Do your own price-fixing. One simple option is to keep receipts
from your food shopping, then check the prices when you next
buy the items and see if they’ve risen. If they do, try a different
supermarket, also keep track of petrol and diesel prices next time
you fill-up.
When the price has risen, take the option to trade down,
wherever you find it, consider buying own brands or budget
brands. When it comes to transport you need to think carefully
about whether you can find a more cost-effective option for each
journey and whether every trip is strictly necessary or timing your
journey to beat congestion.

3. NEGATIVE WAGE INFLATION

Regular pay (excluding bonuses) fell 1% after inflation in November
compared to a year ago. And it is believed this figure will stay
negative in the coming months, meaning wages will actually be
falling in real terms against the overall cost of living.
There is some light at the end of the wages tunnel because
recent news suggests that wages are likely to recover in the second
half of the year, and move 0.1% higher (even after inflation is taken
into consideration) over the year as a whole.
What can you do?
The governor of the Bank of England Andrew Bailey recently asked
for wage demand constraints. Now is the time to consider whether
you’re being paid a fair wage for the work you do, particularly
because businesses are finding it hard to find good people and
15% of businesses were reporting a shortage of workers at the
end of 2021. This could mean that somewhere in your sector of
industry, an employer could be offering more for your role in order
to attract people like you.
It's not always the case that you need to switch employers, you
could start with a general conversation with your manager about
the going rate for your role has changed.

4. HIGHER INTEREST RATES

Interest rates have already had gone up twice, once in December
2021 and now to 0.50% as of February 2nd 2022. This change tends
to feed into borrowing rates fairly quickly and may well not be the
last.
With the average tracker rate mortgage increasing to around
3.99% and the average standard variable rate is up to 4.49%
nationwide.
What can you do?
If you have a standard variable rate mortgage, then it could make
sense for you to seriously consider remortgaging to a fixed rate.
While fixed-rate mortgages have risen, you can still fix for five years
for as little as around 1.52% and two years for around 1.34%, which
are still very low rates. Although whether you can get a rate this
low will depend on your circumstances.
If you have credit card debt, you can expect your rate to rise.
If you’re not already paying this debt down as fast as possible, it’s
worth prioritising this. Because over time you will pay much more
in interest, which will make repaying the debt even longer and
more expensive.

"If you have a standard variable rate mortgage, then it could
make sense for you to seriously consider remortgaging to a
fixed rate."
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g financial squeeze?
5. NATIONAL INSURANCE RISE

The 1.25 percentage point hike in April is going to be painful for
workers and employers.
Someone earning the average basic rate salary of £24,100 will
pay £180 more, and someone earning the average higher rate
salary of £67,100 will pay £715 more and it is happening at the
worst possible time, everyone’s take-home pay drops at the same
time as everyone’s costs rise.
What can you do?
If you’re employed, find out if your employer will offer you a salary
sacrifice scheme. This involves you and your employer agreeing to
cut your salary and pay the equivalent into benefits with tax and
National Insurance (NI) breaks. This includes pensions, pension
advice and cycle to work schemes.
This means you get the full value from your salary without any
tax or NI deducted and paid directly into your benefits. This won’t
improve your cash position, because you’ll get less in your pay
packet. But it does mean you’ll be boosting your overall reward
package instead of handing over more to the taxman, and you
could be putting more aside for your retirement. Remember tax
rules change and any benefits depend on individual circumstances.

6. DIVIDEND TAX INCREASE

Dividend tax is rising by 1.25 percentage points in April to 8.75%
for basic-rate taxpayers, 33.75% for higher-rate taxpayers and
39.35% for additional rate taxpayers. This hits those who take
more than the tax-free dividend allowance of £2,000 a year in
investments outside an ISA, or those who own their own company
and pay themselves in dividends, rather than a salary or a mix of
both.
What can you do?
The first step is to shelter as much as possible in an ISA, where you
won’t pay any UK income or capital gains tax. Assets can also be
passed between spouses without triggering a tax bill. So, between
the both of you, you can shelter £40,000 a year in ISAs.

For business owners, you are still taxed less on dividends than
on income, so you won’t be better off by shifting to take a salary
instead. The fact is, there’s very little that can be done to avoid
it. That’s another blow to entrepreneurs considering those who
pay themselves in dividends largely fell outside the remit of the
furlough scheme and self-employed grant.

7. TAX BANDS AND ALLOWANCES FROZEN

The freezing of tax thresholds announced in March last year by
chancellor Rishi Sunak won’t have had an immediate impact.
But over the years, as wages rise with overtime and bonuses, it
will drag more and more people into paying higher rates of tax.
By 2026, it’s likely to mean 1.5 million more people paying tax and
1.2 million more paying higher rate tax.
What can you do?
As with the National Insurance rise, your best option is salary
sacrifice and payments into tax-free benefits instead, although this
won’t leave you with more money in your pocket, but it will cut
your tax bill.

WILL THE FINANCIAL SQUEEZE END?

There is no doubt we will all suffer to some degree, even if we do
everything possible as suggested in these seven factors.
However, inflation doesn’t last forever. Things will eventually
calm down again and by taking these steps, it improves your
chances of getting through this financial squeeze in one piece.
When things start to improve and look better for most of us you are
likely to be in a much better position overall.

This article isn’t personal advice. Product and tax rules can change, and any
benefits will depend on your circumstances. All investments can rise and fall in
value, so you could get back less than you put in. If you’re not sure what’s right
for you, ask for financial advice.
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7 tips to help you become a better investor
W

hen it comes to investing small
tweaks to your investment attitude
and portfolio can benefit you down the
road. With this in mind, we consider 7 tips
that should be on every investor’s mind as
we exit the pandemic.

more comfortable taking higher risks when
investing in your pension in your 20s than
when you are approaching retirement.
Every year you should review your
personal circumstances and make sure it
aligns with your personal attitude to risk.

1. REMAIN FOCUSED

4. REVIEW REGULARLY

If we’ve learnt anything during the last two
years, it’s to ride out the storm. When the
market plummeted in 2020 in response to
the pandemic, it would have been tempting
to sell up and get out. Despite the wild
swings we saw in 2020, the FTSE 100 actually
rose 78%* between 2010 and the start of
2021. During that period, the FTSE 100
finished the year higher than it started 7 out
of 10 times.
This typifies the importance of staying
invested over the long term. Shockwaves
that create day-to-day volatility can be
unnerving, but it’s important to stay
focused on the long term and your original
investment goals.

2. KEEP INFORMED

Keeping an eye on the developments
within the companies you hold shares in is
something all investors should be doing.
Quarterly announcements rarely change
the long-term outlook for a particular share,
but when the negatives happen and keep
going then it’s probably time to think about
selling.
It’s also a good idea to keep a watchlist
of shares you’re interested in. Companies
that are overvalued based on unusual
fluctuations and hype are a good example of
watchlist stocks. The market does overreact
at times to bad news and when this happens
it can create a good opportunity to buy.

3. YOUR ATTITUDE TO RISK

The level of risk you’re comfortable with is
different to someone else’s and you may also
change your viewpoint. You will probably be
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Once you have set out your financial goals,
you will need to review what you will need
to do each year to achieve and reach them.
If you’re in your early 30s and would like
to have enough money to put your child
through university, starting early could make
a big difference. Using today's prices as a
guide, it’s likely that a three-year degree
could cost around £30,000 on tuition alone.
It’s very important to review your
performance every year to check if you need
to change how much you are investing
because sometimes life can interrupt your
saving and investing plans.

5. BE SENSIBLE, BUY WHAT YOU KNOW

Stock tips are everywhere these days and
it’s easy to get caught up in the hype of ‘the
next big thing’, so remember the golden
rule, invest in companies you understand or
know something about, however small.
Understanding the basics of how the
company makes money, what they do and
how they plan to grow in the future, is key to
making informed decisions.
Taking a look at a company’s annual
report is a good place to start. It’s your best
tool to understand how a company works.

6. LITTLE AND OFTEN

Returns of 5% or a little more may seem
boring but trying to benefit from the latest
‘big one’ is incredibly difficult.
We all appreciate that timing the market
is almost impossible, even the professionals
find it difficult. Not only are your chances
of getting it right slim, but it comes with a
high percentage to lose your money in the
process.

7. KNOW YOUR WORTH

Gaining good value is a key part of the
decision-making process. Once you’ve
looked over the annual report and are happy
that you understand the business and its
financial strength, you can now decide if you
think the shares are fairly priced.
The PE ratio (Price to Earnings) tends to be
the most common way to value companies.
It tells you how much the market is willing to
pay for each pound of earnings. This is only
useful if you have something to compare it
to. We recommend comparing the current
PE to the long-term average. This will tell you
whether shares are trading higher or lower
than normal. It’s also important to compare
it to competitors in the same sector.
Should you see a good company with a PE
ratio way above its peers and its long-term
average, then be careful and cautious. Such
a high PE means expectations for it are high.
If you believe the group can deliver on these
expectations, it’s worth considering, if you’re
comfortable with waiting out any shortterm volatility. When the market expects big
returns, any small event can be magnified.
Bearing in mind that PE isn’t the only way
to value stocks, remember that it might not
be appropriate for all types of companies
because it doesn’t take dividends or future
growth into account.
This article isn't personal advice. If you're not
sure whether an investment is right for you,
seek advice. Investments and any income they
produce will rise and fall in value, so you could
get back less than you invest.

Why do so few people seek
advice about Inheritance Tax?
M

any people worry about the
impact Inheritance Tax (IHT)
could have on the assets they
leave behind, according to Canada
Life research. The more worrying
aspect is that only 20% are actually
taking steps to reduce their liability
and only 7% seek professional advice.
The standard rate of IHT is 40%, which
means a hefty tax bill for your loved
ones to sort out. So what can you do to
reduce the amount of IHT due?
Research by Canada Life found
that while 40% of people say they’re
concerned about IHT, 70% are doing
nothing to reduce their possible bill.
In fact, many people are probably
missing out on potential tax savings.
Inheritance Tax rules and the steps you
can take to reduce your unnecessary
tax bill can be complex, so advice can
give you confidence in your plans.

WHAT TO PAY ATTENTION TO

There are two thresholds you need to know
about. The first one is, the nil-rate band for
the 2021/22 tax year is £325,000. If the total
value of your whole estate, made up of all
your assets from investments to material
goods, is below this threshold, no IHT will
be due.
The second is, the residence nil-rate
band is £175,000 for the 2021/22 tax year.
You can use this threshold if you leave a
qualifying property, including your main
home, to your children or grandchildren.
These two thresholds combined mean
they can pass on up to £500,000, or £1
million if planning as a couple, without
needing to worry about IHT.
Should the value of your total estate
exceed these two thresholds, what can you
do? Here we offer five options that you may
want to consider.

1SPEND DURING YOUR LIFETIME

If you spend some of your wealth
during your lifetime by enjoying an
improved lifestyle, from travelling, buying a
luxury car or creating your dream home, by
spending more it could mean you reduce
both your bucket list and your IHT. Drawing
up your long-term financial plan can give
you confidence when spending like this
as it ensures you’re still able to leave loved
ones an inheritance.

2GIFTING ASSETS

You can also give gifts to people that
are important to you. When gifting, keep
in mind that some gifts can be considered
part of your estate when calculating
IHT for up to seven years. You can also
make use of gifts that are outside of your
estate straightaway, such as the “annual
exemption” which allows you to pass on up
to £3,000 each tax year. If you’d like to talk
about gifting to reduce a potential IHT bill,
please get in touch.

3USE A TRUST

A trust allows you to take some of your
assets out of your estate, you can then set
out how and when and by whom they can
be used. In some cases, you can still receive
an income from a trust, but remember,
once assets have been transferred to a
trust, they are frozen from you. So, make
sure you understand the full workings of
the trust before you move forward.

4ACCEPT IHT BUT INSURE AGAINST IT

Using a life insurance policy can
provide your beneficiaries with a way to
pay an IHT bill. You will obviously need to
pay regular premiums for a life insurance
policy but if you pass away during the
term, your named beneficiary will receive a
lump sum that can then be used to pay any
IHT due. If you plan to do this, remember
that the insurance policy must be written
in trust. Otherwise, the lump sum may
increase the value of your estate and this
will also increase the amount of IHT that
falls due.

5MAKING CHARITABLE DONATIONS

You could donate to a charity that will
lower the value of your estate under the
IHT thresholds. Additionally, by leaving at
least 10% of the total value of your estate
to charity you will benefit from a lower IHT
tax rate of 36%.
While these five steps could be right
for you, there may be other options that
make financial sense as well. If you’d like to
discuss your long-term plans and what you
could do to reduce IHT, please contact us.
This article is for general information only
and does not constitute advice. The Financial
Conduct Authority does not regulate estate or
tax planning.
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Five years of the Lifetime ISA

T

he Lifetime ISA (LISA) was
introduced in April 2017. Since
then, it’s estimated over half a million
people have paid into one. With the
LISA celebrating its 5th birthday this
year, here’s everything you need to
know if you’re considering opening
your own.

WHAT IS A LIFETIME ISA AND
HOW DOES IT WORK?

A LISA is a tax-efficient way to save or invest
towards your first home or retirement. You
can open a LISA between the age of 18 and
39 and pay in up to £4,000 every tax year.
In return, you’ll get a 25% bonus from the
government.
You won’t pay UK income tax on any
savings income within a Cash LISA. If you
have a Stocks and Shares LISA you won’t
pay UK income tax on dividends, or capital
gains tax either.
After 12 months from the first payment,
you can use the money for a qualifying firsttime home purchase. Once opened, you
can also continue to pay into a LISA until
you’re 50 and withdraw money from age 60
without paying the 25% early exit penalty.
This means you could use it to generate a
retirement income that’s free of UK income
or capital gains tax.
Anything you pay into a LISA forms part
of your annual ISA allowance (currently
£20,000). You can also only subscribe to
one ISA of each type, each tax year, so
you couldn’t pay into two LISAs held with
different providers.
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THE LIFETIME ISA EARLY EXIT
PENALTY

The purpose of a LISA is to help people
save for their first home or for retirement.
If you withdraw money for any other reason,
you’ll normally pay a 25% government
withdrawal charge on the amount.
If for example, you had £4,000 in
your LISA, you would receive the 25%
government bonus taking the total of your
LISA to £5,000. Let’s say you had £5,000
in your LISA and you wanted to make a
withdrawal before age 60 that wasn’t for a
qualifying home purchase. If you withdrew
that £5,000, you would pay a 25% charge on
that amount which comes to £1,250.
Also, you can only use your LISA to
purchase a UK home worth £450,000 or
less. If your dream first-home costs more
than that, the same charge will apply if you
withdraw money from your LISA to help
fund the purchase.

WHO MIGHT BENEFIT FROM
USING A LISA THE MOST?
1. FIRST-TIME BUYERS

First-time buyers usually struggle to save, so
the government bonus can boost savings
towards your first home and it could even
mean that you build up your deposit
quicker.
A first-time buyer in England saving 20%
of their income (after tax), takes seven years
on average to save for a 15% deposit on
their first home. If you saved the maximum
into a LISA for seven years, you could end

up with an extra £7,000 towards your house
deposit. And if you’re buying a house with
your partner, who’s also a first-time buyer
and they did the same, that’s up to an extra
£14,000 in seven years.

2. SELF-EMPLOYED

A LISA could offer a more tax-efficient
way to save for retirement if you’re a basic
rate taxpayer, as you won’t benefit from
employer pension contributions, the LISA
bonus could beat the pension tax relief
you get on pension contributions. This is
because the money from a LISA is tax-free
when you withdraw it from age 60. Whereas
with a pension 25% is tax-free, the rest is
taxable as income from age 55 (rising to 57
in 2028).
You don’t have to commit to regular
contributions, some LISAs offer flexible
payments. You can stop and start regular
payments or make one-off lump sum
payments depending on how well your
business is doing.

3. EMPLOYED BASIC TAXPAYERS

If your employer offers a workplace
pension, and you qualify for it, that should
be your first stop for retirement savings,
especially if they offer salary sacrifice.
But once your employer is making pension
contributions at the maximum level, or
you don’t qualify, then a LISA could be a
more tax-efficient choice for any additional
retirement savings.

We hope you find this article helpful, but it isn’t personal advice. ISA and tax rules can change, and any benefits depend on your circumstances. If you’re
not sure what’s right for your situation, ask for financial advice. 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.

Don't rely
on your
inheritance
to fund your
retirement
What are the main
risks of relying on an
inheritance to fund your
retirement?

It is thought approximately 40% of
people who have received or expect
to receive a significant inheritance are
relying on it to help fund their retirement.
Here we offer some insight into the
risks of such a strategy and how you can
counteract them.

RISK: HOW DO YOU KNOW WHEN
YOU’LL RECEIVE AN INHERITANCE

With people living longer these days
it’s possible that your loved ones could
live well into their 90s or beyond, and
you could be halfway through your
retirement before you inherit any money
at all.

RISK: YOUR LOVED ONE’S
CIRCUMSTANCES COULD CHANGE

Peoples’ thoughts and lifestyles are
constantly changing which can affect
someone’s ability to leave an inheritance.
They might want a retirement based on
travel or need paid care or living support
in older age.
This is highlighted when you consider
that almost half a million people live in
care homes in the UK and nursing care
can cost on average £50,000 a year.

RISK: WHAT IF YOUR LOVED ONES
CHANGE THEIR MIND?

This happens all too often when people
change their minds about who they leave
money to. Especially when there are

changes in relationships or family circles,
their attitude towards inheritance as a
whole could swing, or they might want
to leave money to leave their money to a
charity or a chosen good cause.

RISK: OVERVALUING YOUR LIKELY
INHERITANCE

Generally, people keep their finances
private. If you haven’t discussed
inheritance, you might be wrong
about your loved one’s assets. Do you
understand their present position, what
if they’ve used equity release to help
them financially, this will reduce the
value of their home, so you could receive
less than you expect. Or you might think
they have more investments than they
do. If possible, it’s important to have
inheritance conversations with them so
you understand the present position.

RISK: YOUR INHERITANCE COULD BE
TAXABLE

Inheritance tax is normally paid at a rate
of 40% on the value of the estate that’s
over £325,000. There is an additional
maximum allowance of up to £175,000 if
the family home is left to direct children
or grandchildren. Married couples
can also inherit each other’s unused
allowances, which in effect has a total
combined allowance of £1million.
If you’re imagining an inheritance of
£50,000 for example, the taxman could
take a 40% chunk out of any money you
inherit, leaving you with £30,000 should
you find yourself above and beyond
these allowances.

SO WHAT CAN YOU DO?
You should consider planning your
retirement without relying on any potential
inheritance. A possibility of meeting your
goals could be to save more money. Another
option is to be radical, this could include
downsizing your home, working past
retirement longer, or working part-time
during retirement.
Start by thinking about how much you
may need in retirement, a good place to
start is calculating how much your current
workplace or private pension could pay in
retirement by using tools like a pension
calculator. If you’re not on track to receive
the amount of income you think you’ll
want or need, the calculator will give you
simple tips on ways to boost your pension.
Just remember once you pay money into a
pension, you can’t usually take it out again
until age 55 (rising to 57 from 2028).
With auto-enrolment most people now
have a pension, so it may be worth speaking
to your employer about paying in more,
especially as some employers may offer to
match contributions.
For personal contributions, remember
that the government will usually top up
your pension in the form of tax relief, at
your standard rate each time you make a
payment until you reach 75. If you can, you
might want to also consider increasing your
pension contributions. Even the smallest
amount can really add up over time.
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FOCUS ON TAX PLANNING

N

CAPITAL GAINS ALLOWANCE

o one likes to pay tax on their hardearned money. As the end of the tax
year approaches, now is the time to review
your tax affairs to ensure that you have taken
advantage of all reliefs and options available
to you. If you think you may be overpaying
tax, here are some ways in which you might
be able to reduce your bill.

Every taxpayer has a capital gain tax-free
allowance of £12,300. If you’re approaching
this limit, you may want to consider
transferring or splitting assets to your spouse/
partner to use their allowance.

CAPITAL GAINS INVESTING
Capital gains are taxed at a maximum rate
of 20% (28% for residential property), this is
currently under review. So, for investments
outside of a tax-efficient vehicle, such as an
Individual Savings Account (ISA), it can be
more tax-efficient to gain a return through
capital gains than through interest or dividend
income.

PERSONAL TAX ALLOWANCE
Every taxpayer has a tax-free personal
allowance of £12,570 and increasing rates
apply to income in higher bands. But if you
are a high earner for every £2 you earn over
£100,000, your personal allowance reduces by
£1. Once you reach £125,000 your personal
allowance is zero.

ASSET TRANSFER
If are nearing the £100,000 threshold and have
other income generating assets, you could
consider transferring these to a partner if they
have a lower taxable income.

WFH TAX RELIEF
The pandemic increased the about of people
working from home, so you may be entitled
to tax relief for your increased costs, such as
heating or broadband. You could claim the
exact amount, based on bills and receipts, or a
set amount of £6 per week.

IHT NIL-RATE BAND
Your nil-rate band for Inheritance Tax (IHT)
is £325,000, plus any unused nil-rate band
from a deceased partner. You also have an
additional nil-rate band of £175,000 when
leaving a home to a direct descendant.

ISA ALLOWANCE

IHT RELIEF ON CHARITABLE GIFTS
If 10% of your total estate is left to charity, IHT
is applied on the portion outside of your nilrate band at a reduced rate of 36% (otherwise
40%).

LIFETIME ISAS

UPDATE YOUR WILL

Lifetime ISAs, (LISAs) qualify for a 25%
government bonus. This can be a tax-efficient
way to help adult children buy a home.

Whenever there is any significant change in
your financial circumstances or to tax rules,
updating and reviewing your Will can help to
reduce your IHT liability.

PENSION CONTRIBUTIONS

Every taxpayer has a tax-free dividend
allowance of £2,000, above which dividend
income is taxed at 7.5% in the basic rate band,
32.5% in the higher rate band, and 38.1% in
the additional rate band. Company owners
can therefore benefit by taking income from
dividends rather than salary.

PENSION PROTECTION
The Lifetime Allowance on pension savings
is £1,073,100 for the 2021/22 tax year and has
been frozen for 5 years. If you’re approaching
that limit, you should seek advice on applying
for protection before accessing your pension.

All UK residents over the age of 18 have an
annual ISA allowance of £20,000, which can
be saved or invested in a tax-efficient vehicle.
Under-18s have an allowance of £9,000 each.

Whether you are about to retire or are still
working, pension planning is essential.
Pension contributions made through your
employer are often the most tax-efficient.
So, discuss options with your employer to
use some of your salary for larger pension
contributions.

DIVIDEND TAX ALLOWANCE

adjusted income. Carrying forward unused
annual allowance from up to three previous
years could allow you to claim more tax relief.

PENSION ALLOWANCE
Your pension annual allowance is capped at
£40,000 and reduces for higher earners who
exceed the limits on threshold income and

This information should not be construed as advice and
is applicable to the 2021/22 tax year-end.
The financial conduct authority does not regulate
taxation and trust advice and Will writing. Information
is based on our current understanding of taxation
legislation and regulations. Any levels and bases of, and
reliefs from, taxation are subject to change. The value of
investments and income from them may go down. You
may not get back the original amount invested.

For more information on any subject that we have covered in this issue, or on any other subjects,
please tick the appropriate box or boxes, include your personal details and return this section to us.
Financial wealth check
Tax efficient investments
Pensions
Tax planning
Critical Illness cover
Protection
Off-shore investments
Healthcare
Director and employee benefit schemes

Name:__________________________________________________________________
Address:________________________________________________________________
___________________________________ Postcode:____________________________
Tel.(home):__________________________ Tel.(work):___________________________
Mobile:_____________________________ E-mail:______________________________
Please return to:

21st Century Financial Planning
Unit 4, The Courtyard, Stenson Road, Coalville, Leicestershire LE67 4JP

You voluntarily choose to provide your personal details. Personal information will be treated as confidential by us and held in accordance with the Data Protection Act. You agree that personal information may be
used to provide you with details of products or services in writing or by telephone or email.
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This magazine is for general guidance only and represents our understanding of the current law and HM Revenue and Customs practice.
We cannot assume legal responsibility for any errors or omissions it might contain. Levels and bases of, and reliefs from taxation are those
currently applying but are subject to change and their value depends on the individual circumstances of the investor. The value of
investments can go down as well as up, as can the income derived from them. You should remember that past performance does not
guarantee future growth or income and you may not get back the full amount invested.

