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ISA Strategy
What is the potential benefit of opening a
Stocks and Shares ISA now, rather than later?

The Stocks and Shares ISA has become the
mainstay of many investors’ portfolios.
This simple way to invest for your long-term
future, free of UK income and capital gains
tax carries many advantages.
The new tax year started on 6 April 2022.
You can now invest up to £20,000 in your ISA
before 5 April next year free of tax. The same
question comes to mind every year, should
you use all your allowance straight away or
wait until the end of the tax year, or spread it
throughout the year?

Do early ISAs outperform last-minute ISAs?

Taking a historical look back over the last
23 years at the return from investing £5,000
each tax year in the UK stock market by 2
different methods since Stocks and Shares
ISAs launched in April 1999. One invests on
the first working day of the tax year and the
other on the final working day. The same
£115,000 has been invested over the 23 year
time period for both.
But bear in mind, there have been some
difficult times for investors since the ISA’s
launch, such as the Nasdaq crash, the Gulf
War, the banking crisis and more recently, the
covid pandemic. Both models would have
done very well, with both returning over
115% growth, not including charges.
But investing at the start of the tax year
would’ve ended up over £10,000 better off
overall. There are no guarantees this will
continue and past performance isn’t a guide
to the future.

In eight years of the total 23 years, an
investment at the start of the tax year
would’ve fallen in value by the end of that
same tax year. This shows it’s not always
the best option but 65% of the time it is.
Investments can rise and fall in value and you
could get back less than you invest.
Spreading your ISA over the course of the
year also provides growth. Here you can take
advantage of your ISA allowance without
taking a big ‘one off’ hit in your pocket.
You can spread your investment over the
year by investing on a monthly basis via
direct debit as many providers offer this
savings route.
This is very beneficial for those who want
to invest, but don’t have lump sums of cash
available. You can start a Direct Debit with as
little as £25 a month.
It’s also a good option when you are
unsure of the best time to invest. Investing
on a smaller or monthly basis alleviates some
of the emotional barriers to investing and
it also spreads the cost of your investment
over any ups or downs and removes some
of the risk if markets fall in the short term.
Your regular investment could even buy
more of the same investment if the market
falls, but the reverse is true if markets rise.
Like all investing ultimately you could still get
back less than you invest.
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.

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.

2

LIFETIME ALLOWANCE
KNOWLEDGE

How to keep within the limit to avoid a tax bill

W

e are all encouraged to save
into a pension throughout our
working life, but, unfortunately, the
diligent pension savers sometimes
find themselves breaching their
pension lifetime allowance (LTA) and
thereby being charged an additional
high-level tax that eats into their
savings. If you are a high-income
earner or a wealthy person, you
could be falling into this tax trap by
putting too much into your lifetime
pension. Here we have put together
some questions and answers to help
you avoid this tax trap.
Q: WHAT IS LTA?
A: The LTA (Lifetime Allowance) is the

limit on the amount you can withdraw
in pension benefits in your lifetime
before you trigger an additional tax
charge. By pension benefits, we mean
money you receive from all or any of
your pensions, whether it be a lump
sum, a flexible income, an annuity
income or through any other method.
This allowance applies to the total of
your pension savings from all pots.

Q: WHAT IS THE LIFETIME ALLOWANCE
AMOUNT?
A: In the 2021/22 tax year, the LTA set

by the government is £1,073,100. This
allowance has now been frozen until
April 2026 by Mr Sunak the Chancellor.

Q: WHAT IF I EXCEED THE LIFETIME
ALLOWANCE?
A: When you have taken your full LTA in

pension benefits, you will be required
to pay an additional tax charge on any
further benefits you receive above
the LTA. If you take your remaining
benefits as a lump sum, then you will
pay a tax charge of 55%. If you take
your remaining benefits as multiple
withdrawals, you’ll pay a tax charge of
25% on each withdrawal.

Q: HOW IS THE LIFETIME ALLOWANCE
CALCULATED?
A: When you access your pension

benefits, by purchasing an annuity,
receiving a lump sum or establishing
a flexible income, it is recorded as a
‘benefit crystallisation event’ and each
time you do this it is recorded and there
is an additional benefit crystallisation
event when you turn 75, and finally, on
your death.

Q: IS THERE ANY WAY OF PROTECTING MY
LTA?
A: The only way you can protect your

pension from the LTA is if your savings
were worth more than £1 million
on 5 April 2016. You may be able to
protect your pension savings up to
£1.25 million, or up to the value of your
pension on that date, depending on the
type of protection you have.

Q: HOW CAN I AVOID THE LIFETIME
ALLOWANCE?
A: If you do not have LTA protection and

you are getting close to the limit, there
are some actions you could consider.
You could think about stopping your
contributions and, instead, investing
your money into an alternative taxefficient product, you could change
your investment strategy or start your
retirement earlier.

Q: SHOULD I SEEK PROFESSIONAL HELP?
A: As the rules around the LTA are

hard to understand making the right
decisions can be a worry. Seeking
professional financial advice will help
you to identify problems and provide
alternative solutions for you to consider,
based on a full review of your own
circumstances.

A pension is a long-term investment not normally accessible until age 55 (57 from April 2028).
The value of your investments (and any income from them) can go down as well as up which
would have an impact on the level of pension benefits available.Your pension income could also be
affected by the interest rates at the time you take your benefits. The tax implications of pension
withdrawals will be based on your individual circumstances, tax legislation and regulation which are
subject to change in the future.You should seek advice to understand your options at retirement
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5 ways to cut your tax in
1. PENSIONS

Pensions are a tax-efficient way to save for
retirement and a potential way to lower your
income tax liability, whilst sheltering longterm investments from dividend and capital
gains tax.
The government normally give a 20% topup in the form of tax relief on contributions
into your pension. Another advantage of
pensions is that the first 25% taken out from
a pension from age 55 (rising to 57 in 2028) is
usually tax-free.
As a UK resident under 75, you will
automatically receive 20% basic-rate tax
relief, which is added to anything you pay
into your personal pension even if you are a
non-taxpayer.
The pension rules allow you to pay in as
much as you earn up to £40,000 each tax
year across all your pensions, and get tax
relief. If you earn £3,600 or less (including
non-earners) you can still pay in up to
£3,600, including tax relief.
As a higher-rate taxpayer, the tax benefits
are more rewarding. You can claim back up
to a further 20% or 25% in tax relief through
your tax return. Scottish taxpayers pay
different rates of tax and could claim up to
26% in tax relief.

2. ISAS & LISAS

The rules allow you to invest £20,000 each
tax year into a Stocks and Shares ISA, this
allows you to shelter your money from
UK income and capital gains tax. If your
investments go up in value, you won’t have
to pay capital gains tax when you sell. Also,
when and if your ISA investments provides
an income, you won’t pay UK income tax on
that either. This could be particularly useful if
you’re likely to be impacted by the upcoming
dividend tax hike. Withdrawals are tax-free.
When saving to buy your first property
and you are aged between 18-39 you could
consider a Lifetime ISA (LISA). In addition
to tax-free growth, you get a 25% bonus on
contributions from the government. You can
save or invest up to £4,000 each tax year and
the government will give you a bonus of up
to £1,000. You can withdraw your money
to buy your first home from 12 months or
wait until you’re 60 and take your money
out then. Other withdrawals will usually
mean there’s a 25% government withdrawal
charge.
Many people overlook Junior ISAs (JISAs),
this could be a mistake if you have children.
In the current tax year, you can save or invest
up to £9,000 in a JISA for any qualifying child,
and all interest, dividends and capital gains
are free of UK tax. They can access this at the
age of 18, or roll it over into an adult ISA.
Investments can fall as well as rise in value,
so you could get back less than you invest.

3. SALARY SACRIFICE

Here the government allows you to give up a
portion of your salary and spend it on certain
things tax-free and in some cases National
Insurance, like certain approved schemes
such as child care vouchers and bike-to-work
schemes.
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This won’t increase your take-home pay, but
it will cut your tax bill. It’s worth speaking
to your employer about any salary sacrifice
schemes they might offer.

4. SHARING YOUR ASSETS WITH A
SPOUSE

Income assets can usually be passed
between spouses or civil partners without
triggering a tax bill. This can help you to
manage your tax bill if one of you is nearing
an allowance limit, you simply pass higher
tax assets over to your spouse or civil
partner.

5. MARRIAGE ALLOWANCE

If one spouse is a non-taxpayer, and the
other is a basic-rate taxpayer, the marriage
allowance lets the non-taxpayer give £1,260
of their personal allowance to their spouse in
the current tax year.
As an example, imagine you are a nontaxpayer earning £10,000 and your spouse is
a basic-rate taxpayer earning £40,000. Their
taxable income would be £27,430 (as the first
£12,570 is tax-free).
As the non-taxpayer, if you claim the
marriage allowance, you could transfer
£1,260 of your personal allowance to your
higher-earning spouse. Your personal
allowance reduces to £11,310 and your
spouse gets a ‘tax credit’ of £1,260 off their
taxable income.

This article isn’t personal advice. If you’re not
sure what’s right for you, ask for financial advice.
Pension, ISA, and tax rules can change, and
benefits depend on your circumstances. Scottish
tax bands and rates of tax are different.

What are people's
biggest pension
fears?
Here we look at the best ways to take the worry out of pension planning

P

eople mainly have concerns about
pensions because of the constant
tinkering with pension rules and
that there’s no guarantee the government
won’t change the pension rules again.
The government has already frozen and
reduced many pension allowances over
recent years. This has affected the annual
allowance and the lifetime allowance to
name just two.
Investment volatility is also a key
concern, sharp market drops as we saw
in the early days of the pandemic, and
lately with the Russia-Ukraine conflict,
are very worrying. Even though what
goes down often can come back up and
as markets recover so can your pension
fund. Of course, there are no guarantees.
Investments can fall as well as rise in value
at any time, so you could get back less
than you invest.
If you have concerns when it comes to
pensions, here are four tips to alleviate the
worry about your retirement plans.

1

KEEP A WATCH ON THE ANNUAL ALLOWANCE
AND YOUR CONTRIBUTION LEVELS

Check that you are staying within the
rules, it’s also important to review the
annual pension allowance limits and your
regular payments. This is most important
if you are a high rate taxpayer, or if you’ve
recently taken a taxable income from
your pension. Your allowances might be
different to the standard limits.
Most people have an annual pension
contribution limit of £40,000 each tax
year. But the government can change this
top limit at any time. For instance, the
annual pension allowance was reduced

to £40,000 in the 2014/15 tax year from
£50,000, and it’s stayed at this level ever
since.
Remember also that recent rule
changes to high earners where your
standard annual allowance could be as
little as £4,000 if you have an adjusted
income over £240,000. Adjusted income
is broadly your total income, plus the
pension contributions your employer pays
in for you.
Similarly, if you’ve taken a taxable
income from your pension (not just
tax-free cash), you might have triggered
the Money Purchase Annual Allowance.
This also restricts you to contributions of
no more than £4,000 per tax year.

2

CHECK YOUR TOTAL PENSION POT IF YOU’RE
NEARING THE LIFETIME ALLOWANCE

The Lifetime Allowance is the limit on how
much you can have as a maximum in your
pensions without getting a higher tax
charge.
In the March 2021 budget, despite usual
changes to this limit, the government
confirmed that it will be frozen at
£1,073,100 until April 2026. This means
that the frozen period will equate to
five years and that people will likely get
caught by the Lifetime Allowance and will
have to pay a hefty tax bill.
If you are unsure of the total value of
all your pensions, it’s worth contacting
your pension providers and get a pension
total sum. Also, if you think your pension
total value might exceed £1,000,000 in the
future, it’s worth discussing your options
with a financial adviser.

It’s possible to get protection against the
Lifetime Allowance, although this could
mean you need to stop contributing to
your pension.

3

PENSION INVESTING FOR THE LONG HAUL

Being successful at managing a
pension during market ups and downs
requires a level head and a long-term
approach.
Many people who have invested in a
pension for the long term will have gone
through various bouts of stock market
shakedowns. It can be very worrying
when you see your fund value drop, but
remember markets often move in cycles
and investments can fall as well as rise in
value so you could get back less than you
invest.

4

ALWAYS REVIEW HOW MUCH YOU CAN
AFFORD TO CONTRIBUTE

Understand your pension contributions
and increase them as and when you
possibly can. A good time is for instance
when you get a pay increase or a bonus
payment. Small increases to your pension
contributions add up over time and
increase your pension position.

This article isn’t personal advice. If you’re not
sure what’s right for you, ask for financial advice.
Pension and tax rules can change, and benefits
depend on your circumstances. Once held in a
pension money isn’t usually accessible until age
55 (57 from 2028).
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The 8 ways we
W

e have all seen the recent hike
in the cost of living and taxes
rising, so it’s important to understand
how your finances could be affected.
Here we look at ways to help you avoid
paying more tax than you need to.
The new tax year has seen taxes rise and some allowances still
remain frozen. With this in mind, investors need to understand
where tax pressures will come from and how best to mitigate
the impact of the highest tax burden since the 1950s.
The National Insurance (NI) hike and dividend tax rises are
just two rises, which will mean parting with more of your
money. Here we outline eight tax rises that have come into
force as of April 2022 and five ways to shelter as much of your
money from tax as you possibly can.

THE 8 WAYS WE WILL BE PAYING
MORE TAX FROM APRIL 2022
1. NATIONAL INSURANCE INCREASE

National Insurance went up by 1.25 percentage points from
April 2022, which will affect everyone under the State Pension
age earning more than £823 a month (equivalent to an annual
salary of £9,880). This rise was confirmed in the recent spring
statement, however, the chancellor also confirmed that the
threshold for paying NI will rise from 6 July 2022. This means
when we get to July, you won’t start paying NI until you earn
more than £1,047 a month (£12,570 a year).
These changes do help around 70% of workers who will
pay less NI next tax year than they will this year. However, the
tipping point comes at just over £40,000, and someone earning
£50,000 will still pay £197 more than they do right now.
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2. INCOME TAX THRESHOLDS FROZEN

Personal Allowance (the amount you can earn before paying
tax) has been frozen at £12,570. After this point, you start
paying different rates of tax depending on certain thresholds
(which are also frozen). The point at which you start paying 40%
tax, is frozen too at £50,270. The additional-rate threshold hasn’t
moved from £150,000 since it was introduced in 2010.
Recent calculations suggest these freezes will see the number
of workers paying the basic rate of tax increase by as much as
5 million to 37 million by 2025/26. Also, the number of higherrate taxpayers is expected to double to 8 million. It’s estimated
that this tax grab could generate as much as an additional
£40 billion for the Government.

3. DIVIDEND TAX HAS RISEN

If you take more than £2,000 per tax year in dividends outside
of an ISA or pension, or you own your own business and pay
yourself in dividends, you will pay more tax. The chancellor has
confirmed this tax will rise in the new tax year.
Basic-rate taxpayers currently pay 7.5% on any dividends they
get over the £2,000 dividend allowance. From April 2022, this
will rise to 8.75%.
For higher-rate and additional-rate taxpayers, this will rise
to 33.75% and 39.35% respectively. These rises are set to cost
investors a massive £815 million a year by 2025/26.

4. INFLATION MEANS HIGHER VAT REVENUE

Higher prices automatically mean paying more VAT. With prices
climbing on everything from DIY items to food, we’ll see the tax
on everything rise too.
The impact is plain to see with rapidly rising prices of petrol.
VAT is charged at 20% on petrol, which has typically been
around 20p per litre over the past three years. During early
March, fuel prices were around 158p per litre. This VAT increase
has added £3.30 to the cost of filling up a 55-litre tank.

will pay more tax
The chancellor confirmed in his spring statement that from
6 pm on 23 March 2022, fuel duty would be cut by 5p per litre.
This will be frozen until March 2023, but many forecourts have
not passed this on.

5. COUNCIL TAX IS RISING

UK households generally pay council tax. The amount of tax
paid varies based on where you live, but for many, the rise
is between 3% and 4% from April 2022. It’s another rise that
doesn’t seem a lot, but it will impact everyone. It could mean
the average tax on a house in band D rises by £56.94, from
£1,898 to almost £1,955 next year.

6. RISING HOUSE PRICES MEAN MORE STAMP DUTY

With the end of covid restrictions the stamp duty holiday is
over, homebuyers face large tax bills again and those bills are
rising.
December 2014 saw the last significant non-temporary
change to stamp duty and its thresholds (aside from firsttime buyers and property investors). At that time the average
property cost was £191,669. However, as the average property
price has risen by almost 45% to almost £275,000, this means
the tax payable has also risen greatly.
As an example, someone looking to buy a new property
worth £275,000 now, will pay £3,735 in stamp duty costs.
But, back in December 2014 at the then average property price,
they would have only paid £1,333 in stamp duty.

7. CAPITAL GAINS TAX FOR PROPERTY INVESTORS

House prices rose 10.8% in 2021, meaning, for second property
investors who sell up they will be paying higher CGT bills. At the
same time, the CGT threshold has been frozen, so if you realise
more than £12,300 in capital gains in a single tax year, you will
pay CGT.

8. FROZEN INHERITANCE TAX BANDS WILL RAISE MORE TAX

The inheritance tax (IHT) nil rate band will remain at £325,000
and the residence nil rate band at £175,000 in the next tax year.
Also, the IHT annual gift allowance of £3,000 is still stuck after
40 years at the same rate. With house prices increasing, it means
more estates will have more inheritance tax to pay. By 2025/26
the government estimates this freeze will raise an extra £445
million a year.
Tax and pension rules can change, and any benefits depend on individual
circumstances. If you’re thinking about adding money to a pension, remember
you can’t usually take money out of a pension until at least age 55 (rising to 57
from 2028). Investments will rise and fall in value, so you could get back less
than you invest. If you’re not sure what’s right for you, ask for financial advice.

"VAT is charged at 20% on petrol, which
has typically been around 20p per litre over
the past three years. During early March,
fuel prices were around 158p per litre.
This VAT increase has added £3.30 to the
cost of filling up a 55-litre tank."
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THE SPRING STATEMENT

What's in store for you?

The Chancellor Rishi Sunak delivered his spring statement on
23rd March 2022, here we look at what’s in store for you and
what they could mean for your finances.
The new measures announced by the
chancellor would constitute the biggest
cut to personal taxes in over a quarter of a
century. But while this news was greeted in
the House of Commons with cheers, those
of us with experience of such speeches
were less likely to be excited about the
bigger picture.
In the short term, higher earners will still
see taxes rise. We also face accelerating
inflation, meaning all of us in real terms will
feel worse off in the coming months. There
will be some help with energy bills for those
on the lowest incomes, and a small cut to
fuel duty. But the overall impact will leave a
lot of people very disappointed.

NATIONAL INSURANCE

Raising the so-called ‘job tax’ taxes in an
environment like this was always going to
be controversial. The chancellor faced calls
to drop the National Insurance increase on
the grounds that it was the wrong tax at the

wrong time. He tried to lessen the financial
pain by moving the threshold, but not at
the same as the increase. The threshold
will rise to £12,570, to match the personal
allowance in July.
This move, the chancellor said, will leave
70% of National Insurance contributions
payers better off, despite the rise in the rate
and lift another 2.2 million out of paying
this tax entirely. But this was for employees,
whereas employers had no such feeling of
satisfaction.
Generally average and lower earners will
be better off, but higher earners will still pay
more. Calculations show that the tipping
point comes at just over £40,000, and
someone earning £50,000 will still pay £108
more than they do right now.

INCOME TAX

Talking of lower tax bills, the big surprise
in the speech was the promise of an
income tax cut just before the next general
election by the end of the parliament in
2024. The basic rate will fall by 1p, to 19p
in every pound. This was the second tax
tweak that formed the basis of Sunak’s
bold tax cut claims. It may offer some hope
for the future, but there is an awful lot of
inflationary pain to get through in reaching
2024.

INFLATION

More bad news and dark clouds on the
news on price rises. The Office for Budget
Responsibility (OBR) forecast that inflation
would hit 8.7% by the end of the year. As a
result, it expects real wages (after inflation)
to fall both this year and next.
Recent figures revealed much of this
inflation is from everyday essentials.
This included a 22.8% rise in the price of
petrol, a 28.3% rise in the cost of gas and a
19.2% rise in the price of electricity. These
were the figures from February, before
April’s energy price cap increase feeds into
the figures, and before the Ukraine crisis
pushed fuel prices at the pump to £1.93 in
some areas.

ENERGY BILLS

The latest energy price cap has now seen
prices rise an eye-watering 54% and affect
22 million of us with more pain to come in
the October review. So, you’d be forgiven
for hoping that the statement would offer
more help with bills. However, for the
vast majority of people, all we had was a
reminder of the burn-now-pay-later loan in
October, and the £150 council tax discount
for some in April.
For lower earners, instead of any extra
help, there was a reminder of previous
tweaks. The only new help announced in
the statement was another £500 million
through the Household Support Fund.
The chancellor announced anyone who
invests in energy-efficient measures will see
their VAT on such measures decrease by 5%.
The expanded measures subject to lower
tax to include wind and water turbines.
He said this could cut the cost of installing
solar panels by £1,000, and the cost of
annual energy bills by £300. This will
certainly cut costs for those who were
considering this kind of outlay. But if you’re
struggling to pay higher energy bills, it’s
unlikely you will have the money available
which will involve spending thousands of
pounds on improvements in the short term.

FUEL

After media pressure, there was slightly
better news on the price of petrol, with a
temporary 5p cut in fuel duty until next
March, but even this was a drop in the
ocean. Fuel duty currently costs around
58p a litre, and VAT almost 28p per litre.
On a 55-litre tank, £47.30 is tax. The cut
would mean fuel duty drops by just £2.75.
With the cost of unleaded petrol and
diesel nearer to £2.00 than £1.00 a litre,
we’re still going to have to make some
difficult choices. It’s also going to continue
inflating the cost of transporting anything
to stores, which will gradually feed into the
price of everything on the shelves. Life is
going to keep getting more expensive.
Once we have navigated our way
through these upcoming tricky years of
higher prices, and higher taxes, we have
lower income tax to look forward to. At the
moment it seems like a very big stick and a
very small carrot for many.
This article isn’t personal advice, if you’re not
sure what’s right for you, ask for financial advice.
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WHAT TO DO
WITH YOUR
PENSION POT?

W

hen you eventually decide to
draw your pension, you’ll need to
understand which method works best for
you. The options are: buying an annuity,
taking income through drawdown
or combinations like withdrawing
lump sums or a mixture of all of them.
Like most things, there are advantages
and disadvantages to each method and
if for instance, you choose an annuity the
decision is permanent, so it’s important
to ensure that you obtain professional
financial advice when considering these
different options. Pensions are complex so
making the right choice is vital especially
when you consider how long your savings
will need to last.

1

ANNUITIES

Annuities are an insurance policy which
allows you to exchange your pension pot
for a guaranteed income for life. They used
to be the most common pension option
but changes to the pension freedom rules
have allowed other attractive options
to flourish. savers increased flexibility.
You can normally withdraw up to 25% of
your pension pot as a one-off tax-free lump
sum, then use the remaining 75% to be
used as taxable income for life, an annuity.
There are different lifetime annuity options
and features to choose from that affect
how much income you may receive, much
of which depends on your lifestyle and
health status. You can also opt to provide
an income for life for a dependent or other
beneficiaries after you die.

2

PENSION DRAWDOWN

Flexibility is the main attraction offered
by income drawdown plans, this allows

you to access your money while leaving
it invested, meaning your funds will
hopefully continue to grow. This option
normally allows you to have 25% of your
pension pot as a tax-free lump sum, then
re-invest the rest into funds designed to
provide you with a regular taxable income.
You need to manage your investments
carefully because there are at the mercy of
the stock market.

3

TAX-FREE SMALL CASH SUM WITHDRAWALS

Those people considering early pension
options at age 55, which is the earliest age
you can draw up to 25% of your pension
pot tax-free must consider that for each
cash withdrawal, the remaining counts
as taxable income also. There could be
charges each time you draw cash and
sometimes there are limits on how many
withdrawals you can make each year.
With this choice, your pension pot is not reinvested into new funds which would pay
you a regular income and it won’t provide
for a dependant after you die. There are
also more tax implications to consider than
with the previous two options. So, it could
be more sensible to leave it and let it grow
thereby getting a larger tax-free amount in
future years to come.

4

MIX AND MATCH COMBINATIONS

Diversifying pensions is never a bad idea,
it may suit you better to combine any of
the aforementioned methods. You might
want to use some of your savings to buy
an annuity to cover your outgoings like a
mortgage, household bills, loans or rent.
The balance can be placed in an income
drawdown scheme which allows you to
consider how much to withdraw and when.

Also, you may need flexibility in the early
years of your retirement, and need more
financial security in the later years. In such
circumstances, it may be a good plan to
delay buying an annuity until later.

5

RETIREMENT PLANNING ADVICE

Pension planning creates questions
which you will need answers to before
deciding how best to use your pension
savings. Questions like: How much cash
can I withdraw without leaving me
short if I choose Flexi-access drawdown?
What is the best way that my savings
should be invested to provide the income
I need? Which withdrawal option makes
the most sense for my circumstances?
How much money can I safely withdraw
if I choose Flexi-access drawdown? How
should my savings be invested to provide
the income I need? How can I mitigate an
unexpected tax bill?
This article is for general information only A
pension is a long-term investment not normally
accessible until age 55 (57 from April 2028).
The value of your investments (and any income
from them) can go down as well as up which
would have an impact on the level of pension
benefits available. Your pension income could
also be affected by the interest rates at the time
you take your benefits. The tax implications
of pension withdrawals will be based on your
individual circumstances, tax legislation and
regulation which are subject to change in the
future. You should seek advice to understand
your options at retirement. Accessing
pension benefits early may impact on levels
of retirement income and your entitlement
to certain means tested benefits and is not
suitable for everyone. You should seek advice to
understand your options at retirement.
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4 ideas to boost a pension
Each tax year runs from the 6 April to the
following 5 April. During this period there
are many tax allowances to make the most
of and pensions arguably offer some of the
best.
When approaching the final days of any
tax year, the 5 April should be the key date
in everyone’s financial calendar, especially if
you want to make the most of pension tax
allowances. Here we offer four tips to boost
a pension and potentially help make a big
difference to your retirement plans.

1. UNDERSTAND YOUR

EMPLOYER CONTRIBUTIONS

With auto-enrolment, your employer will
be making regular contributions into your
pension. One potential quick win is to find
out the maximum your employer is willing
to pay into your pension and make the
most of that opportunity.
While lots of employers only pay the
minimum 3%, as set out under autoenrolment rules, others are willing to pay
more.
Some companies offer employer
matching, where the employer is willing to
match your contributions up to a certain
level. If your employer is not paying in the
maximum, you could consider increasing
your payments to make them increase
theirs too. Over time this could boost your
pension even more.

2. IF YOU CAN, USE UP YOUR

ANNUAL PENSION ALLOWANCE
Most people have an annual pension
allowance of £40,000 gross each year.
This government limit applies to any
contributions made by you and your
employer into all your personal pensions.
If you have reached the ceiling of any
employer contribution opportunities, you
could look at making a one-off lump sum
payment to a private pension like a SelfInvested Personal Pension.
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Paying £40,000 a year into pensions, many
people think is out of reach, but it could
become possible if you get any windfalls,
inheritance or bonuses. Making such a
contribution, even as a one-off can have a
significant impact on your retirement fund
especially when left invested for several
years.
How much pension tax relief will I be
entitled to?
To qualify for tax relief, most people can
pay in the same as they earn each tax year
subject to the annual allowance, which is
£40,000 for most people. As an example:
imagine you earned £30,000 a year, you
could pay in £24,000 and the government
would top this up with £6,000 in basic-rate
tax relief, making a total contribution of
£30,000.

3. THE CARRY FORWARD RULE

The carryforward rule is a lesser-known
strategy for boosting a pension before the
end of the tax year. Here you can use up
any unused allowances from the previous
3 years to make an enhanced contribution
to your pension without triggering a tax
charge.
As an example: imagine that you haven’t
used any of your annual pension allowance
for the last three tax years and you had a
pension scheme, you could contribute up
to £160,000 and still get tax relief.

Again, it could be worth considering if
you’ve received any windfalls recently or
are a high earner. You should have earnings
of at least the total amount you are
contributing this tax year, or your employer
could contribute. Just make sure you’re not
affected by the tapered annual allowance.

4. BOOST A SPOUSE OR
CHILD’S PENSION

If you’ve already maxed out your
contributions, or you’d like to help a loved
one save for the future, you can boost
someone else’s pension too.
For instance, if your partner has no
earnings, you can contribute up to £2,880
to their pension every tax year, and they’ll
still get up to £720 in basic rate tax relief.
You can also do this for children by opening
a Junior pension like a Junior Self-Invested
Personal Pension (SIPP).
If your partner or child is earning, you can
pay in up to their earnings (subject to the
annual allowance, which is £40,000 for most
people) and they’ll receive tax relief.
A parent or guardian can open a Junior
SIPP for their child from as young as birth,
then anyone can pay into it. If you want to
pay into a spouse’s pension, they must open
an account in their name first.
This article isn’t personal advice. If you’re not sure
what’s right for you, ask for financial advice. You
can’t usually access money in a pension until at
least age 55 (rising to 57 in 2028). Pension and tax
rules can change, and benefits depend on your
circumstances.

What is ESG
bond investing?

ENVIRONMENTAL, SOCIAL AND
GOVERNANCE FACTORS (ESG) have become

equally important to bond investors as
well as share investors. In 2021, the value
of labelled bonds issued exceeded $1trn
for the first time. ‘Labelled’ covers bonds
categorised as green, social, sustainable or
sustainability linked.
The return on a bond investment is
capped at the return of the amount loaned
plus any interest payments. That’s why ESG
analysis in fixed income is often focused on
downside protection. The downside is the
choice of losing the money invested, and
bond fund managers don’t want to lend
money to any issuer that could default.

WEIGHING FACTORS

Bond issuers can be either a company or a
government and they have different ESG
factors for investors to consider. Not all of
these factors will be equally weighted.
Companies often issue debt over a range
of maturity dates ensuring repayments
are staggered. For example, some debt
could need to be repaid in ten years and
some in 20 years. This is important because
potential investors need to consider all of
the factors that might affect a bond's value
over its lifetime.
In the short term, some factors might
have little or no impact at all. But over the
longer term, factors like the level of energy
costs for instance are likely to have a direct
impact on costs for a logistics company.
This is why it is important to identify
which issues could affect the financial
performance of the business, what the
impact could be and whether this risk is
reflected in the price.

MORE TRANSPARENCY

If companies decide to issue debt in
the future to fund growth plans, for
example, they will need the support of
bond investors who are interested in
lending them money. The interest in

ESG considerations has also encouraged
companies to be more open to proactively
discussing ESG related topics.

EXCLUSIONS

A common method used by fund managers
is negative screening or excluding some
bonds from investment. They identify
companies across all sectors in the UK and
worldwide that score poorly on ESG factors
relative to their peers and then exclude
them. Minimum screening standards like
this allow investors to feel comfortable that
they are not funding industries, like oil &
gas, tobacco, weapons etc, that are not ESG
aligned.
The downside of screening is that it
leaves fund managers with a smaller
selection of corporate and sovereign
bonds to choose from. This could impact
performance when excluded areas
outperform the market, while also boosting
performance when those same areas are
underperforming.

WORKING WITHIN THE TRANSITION

Some bond fund managers will invest
in bonds like those issued by oil & gas
producers if they feel confident these
businesses have a robust transition
plan going forward. Supporting ‘brown’
site industries during the transition to
becoming ‘green’ is an important step
within the global net-zero transition.
Transition periods bring risk for investors
because of the possibility of stranded
assets, this is where a previously valuable
asset becomes obsolete or unneeded
during transition ie: another product takes
its place.

CONTROVERSIAL ESGS

With the Ukraine situation raging, weapons
and whether they should be screened
out by fund managers is the hot topic.
The question is: can defence companies
make a positive contribution to social
sustainability by supporting the national

defence of peaceful countries, like Ukraine.
Fund managers need to appreciate the
increased risk that these weapons falling
into the wrong hands could result in the
indiscriminate killing of civilians.
Credit rating houses have recently
downgraded Russia’s sovereign debt rating,
with some reaching the lowest possible
rating. War crimes and restrictions on
Russians' freedom of speech fail to meet
ESG minimum standards and the sanctions
imposed on the country have significantly
increased the risk of default. This ‘junk’
status makes Russia’s sovereign bonds
“uninvestable”.
Many fund managers use threshold
scores to avoid unintended exclusions.
This is when the proportion of revenue
generated from the unacceptable activity
needs to exceed a certain value, often 5 or
10%, before the bond is excluded.
For instance, imagine a corporate bond
issued by a company which manufactures
alcoholic beverages it has a different
business model to a supermarket where
a smaller proportion of their revenue is
directly from alcohol.
Investors should only invest if the fund's
objectives are aligned with their own,
and there's a specific need for the type of
investment being made. Investors should
understand the specific risks of a fund
before they invest, and make sure any
new investment forms part of a diversified
portfolio.

This isn’t personal advice. If you’re not sure what’s
right for your circumstances, ask for financial
advice. Remember all investments and any income
they produce can fall as well as rise in value, so
you could get back less than you invest.
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Equity release is on the rise

should you risk it?
I

f we learnt one thing from the covid pandemic, it was
to re-evaluate our lives and what we want out of them
and now, some people aged over 50 are facing a different
future in retirement than they may have been expecting.
Some now have fewer savings than they thought they
would have because they have had to access their
savings to supplement their income to get through the
pandemic and some have decided to retire earlier than
they had previously planned.

DWINDLING FINANCES
For many, with furlough and working from
home, the 2 years of covid was a sample
of what retirement could be like. Covid cut
deeply into many people's savings and
unfortunately, not everyone had sufficient
pension savings to fully recover from this force
majeure event, which has led some people
to look for alternative ways to fund their
retirement. One of the options is to use their
property and the wealth locked up inside it.

THE ASSET OF HOMEOWNERSHIP

GETTING CASH WITHOUT MOVING

WHICH OPTION IS RIGHT FOR YOU?

Another option to gain wealth from property
without moving is through equity release.
Equity release comes generally in two forms,
a lifetime mortgage, where a loan is secured
against the home and the homeowners are
not required to make any repayments during
their lifetime, or home reversion, this is where
a portion of the total value of the home is
sold but the homeowners retain the right to
continue to live there. Equity release unlocks
the value built up in your home as a tax-free
lump sum. You don’t have to move out and
you still own your home. With equity release,
you don’t have to make monthly payments
unless you choose to. Generally, payments
are repaid when the last borrower moves into
long-term care or dies. Equity release also
comes with a ‘no negative equity guarantee,
which means the beneficiaries are not left
debt from the property.'

It’s very true to say that equity release isn’t
for everyone, in fact just 10% of over 50s say
they will look towards this option if they need
more cash in retirement, while 27% said they
will retire later or even consider going back
to work and 32% said they would be more
likely to downsize. However, 90% of over-50s
say they only understand a little about equity
release and had concerns that they don’t
want to risk losing their home or that they
won’t be able to leave an inheritance to their
children, but if done properly these are all
misconceptions of equity release.

Generally, people in the UK pay off their
mortgage on average at the age of 54,
according to recent research by Sunlife.
The average home in the UK is valued in
the region of £240,000. Which is a large
Home reversion plans and lifetime mortgages are
proportion of cash to have tied up in
difficult to understand. To understand all the features and
property, particularly if you are one of those
risks, ask for a personalised illustration. Equity release
will reduce the value of your estate and can affect your
people who doesn’t have enough income
eligibility for means-tested benefits. Take professional
for everyday expenses. Downsizing is an
financial advice and think carefully before securing other
debts against your home. Your mortgage is secured on
option for accessing property wealth, but the
your home, which you could lose if you do not keep up
research highlighted that more than half of
your mortgage payments. Check that this mortgage will
over-50s said they couldn’t imagine moving to
meet your needs if you want to move or sell your home
or you want your family to inherit it.
another property
because
they
loved
living
in
For more information on any subject that we have covered in this issue, or on any other subjects,
their home.
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