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TAX

Pension 
boost

The unique combination of tax breaks 
and flexible access available to pensions 
make them a compelling choice when 
saving for retirement. One of the 
key benefits of saving into a pension, 
rather than another type of savings or 
investment vehicle, is the generous tax 
relief you’re entitled to receive.

Making the most of pension saving involves 
maximising tax relief and allowances which could 
substantially boost your retirement savings. 

What is the pension annual allowance?
All UK taxpayers are entitled to claim tax relief 
on contributions they make to their pension. Tax 
relief is on pension contributions of up to 100% 
of relevant UK earnings (£3,600 p.a. if more). But 
there is a cap on how much you can contribute 
while claiming tax relief, which is called your 
annual allowance.

The current pension annual allowance in the tax 
year 2021/22 is £40,000, but in some cases, 
yours could be lower. If your taxable income is 
less than £40,000, your personal tax relievable 
contributions are limited to 100% of earnings 
(£3,600 p.a. if more). If your total taxable income 
(adjusted income) exceeds £240,000, your 
annual allowance may be tapered. 

What is the tapered annual allowance?
The tapering rules are complex but, put 
simply, for every £2 of adjusted income 
you receive above £240,000, your annual 
allowance reduces by £1. The minimum 
annual allowance is £4,000, for those with an 
income above £312,000. 

How do you claim pension carry 
forward?
When planning to make large pension 
contributions, spreading them across tax years 
can mean higher rate relief is available on the 
full contribution. You can utilise pension carry 
forward by making additional contributions to 
your pension and you don’t need to notify HM 
Revenue and Customs to do this. 

However, if you accidentally exceed the annual 
allowance (including any carry forward), you 
could be penalised. So, it’s important to check 
your past pension statements to see how much 
unused pension annual allowance you have and 
keep records to prove that you’re eligible to 
carry forward. 

This is a complex calculation, so to be sure 
you’re following the rules exactly, it’s sensible 
to obtain professional financial advice. 

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.

What happens if you don’t use all of 
your pension annual allowance?
If you don’t use all of your pension annual 
allowance, you could be missing out on tax 
relief that you are able to claim.

Of course, you may not be able to afford to 
contribute the maximum in every tax year. So, 
it’s helpful to know that you can carry forward 
unused annual allowance to use in the future.

What is pension carry forward?
Pension carry forward allows you to use 
unused annual allowance from up to three 
previous tax years as long as you had a 
pension plan in those years. 

So, for example, if you’re a UK taxpayer with 
a salary of £100,000, and you have only used 
£20,000 of your pension annual allowance 
in each of the last three tax years, you have 
£20,000 of unused annual allowance from each 
year, totalling £60,000.

This year, the maximum you could potentially 
contribute towards your pension is £100,000 
–  £40,000 from this year’s annual allowance, 
plus the £60,000 from your previously unused 
annual allowance. 

When is carry forward useful?
Usually, when you’re self-employed and your 
income changes drastically from year to year; 
you’ve received a windfall in this tax year that 
you’d like to pay into your pension; you have 
your own limited company and have additional 
profits to utilise; or you’ve become a high 
earner with a tapered annual allowance. 

Are you claiming all of the 
generous tax relief you’re 
entitled to?

Mark Roe FPFS
Chartered Financial Planner



STRAPLINEATTIVO MORTGAGE PLANNING

Attivo Mortgage Planning was launched by Attivo Group in September 2021 and 
offers clients professional and expert advice on mortgages and protection. 

Introducing Attivo Mortgage Planning

Independent advice
The Mortgage Market 
Review (MMR) regulatory 
changes in 2014 resulted 
in a higher benchmark for 
being independent. As a 
result, many mortgage 
consultancy firms opted to 
provide restricted advice 
propositions meaning 

they are only able to offer certain products or 
providers to clients.

Attivo Mortgage Planning believes the best 
mortgage and protection advice a client 
can receive is independent advice. Being 
independent means they provide unbiased and 
unrestricted advice based on a comprehensive 
and fair analysis of the mortgage and insurance 
market, free from any restrictions that 
could affect a mortgage planner’s ability to 
recommend what is best for their client.

This makes them different to many other 
mortgage and protection consultancies. 

Why choose Attivo Mortgage Planning
Attivo Mortgage Planning’s advisers are highly 
experienced in all aspects of property finance 
and can help clients to secure the funding 
they require, regardless of the amount or the 
complexity of the transaction. They have access 

rate offered at 0.79%. It is certainly a borrower’s 
market and with rates currently as low as they 
are, it provides a great opportunity to review 
your finances.

Testimonials
‘Attivo Mortgage Planning helped me with an 
offset mortgage. Beforehand, I had no idea what 
this was or why it would be beneficial to me. 
I had savings built up which I needed instant 
access to, but with interest rates for savers being 
so low I was earning next to nothing! [Alex,] 
My Mortgage Planner showed me how I could 
offset my savings against my mortgage balance, 
meaning I wouldn’t be paying interest on the 
mortgage amount offset against my savings!’

‘Alex is a true customer focused professional. 
He listened and provided the right advice, 
managing the whole mortgage process with 
full transparency. Reach out to Alex if you 
need advice on a mortgage or refinancing. I 
can guarantee that he would take on the job 
and provide the right information. I highly 
recommend working with Attivo Mortgage 
Planning and would reach out to them again  
in the future.’ 

For more information visit 
attivomortgageplanning.co.uk or call  
01242 585444.

to thousands of mortgage schemes including 
many which are not available to clients direct 
from the lender. In the high value mortgage 
sector, Attivo Mortgage Planning’s well-
established relationships with private banks 
and specialist lenders enables them to secure 
individually tailored solutions for clients.

With so many mortgage options available 
it can be a daunting process and difficult to 
know where to start or who to turn to. By 
approaching Attivo Mortgage Planning at the 
beginning of a home-buying journey, they 
can help to arrange finances and determine 
purchase budgets even before a client has 
begun to search for their new home. 

Mortgage and protection services
Attivo Mortgage Planning offers advice on 
residential purchases, residential remortgages, 
second charge mortgages, investment buy to 
let, and limited company finance. They can 
arrange bridging and commercial lending and 
can also cater for a wide variety of sectors, 
including complex income streams and specific 
financial requirements.

Interest rates in the current market
With the base rate holding at 0.1% and after 
the mad rush of the stamp duty incentive, 
mortgage lenders continue to lower interest 
rates. September saw the lowest ever mortgage 

Attivo Mortgage Planning Limited (Company No. 13389605) is an Appointed Representative of Attivo Financial Limited (Company No. 06789067) which is authorised and regulated by the Financial Conduct 
Authority (Firm Reference No. 497130). These companies are in Attivo Group and are registered in England and Wales. Registered O�ice: Honeybourne Place, Jessop Avenue, Cheltenham, GL50 3SH, UK. 
Telephone and video calls will be recorded for record keeping, training and monitoring purposes.

Please note: this is not advice.
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CeMAP
Mortgage Planner
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RETIREMENT

When you’re starting out 
working in your 20s, you 
may not be thinking about 
retirement in 40 years’ 
time. The same goes for 
your 30s, 40s and even 
50s. 

No matter how old you are, 
it’s always a good time to 
review your pension savings 

and update your retirement plan. Understanding 
your retirement goals during each decade is key 
to making sure you are able to enjoy and live the 
lifestyle you want, and which you’ve worked hard 
for, when you eventually decide to stop working. 

Starting to save in your 20s
Though you’re decades away from retirement, 
your 20s are an important time for pension 
planning. That’s because the investments you 
make in these early years will benefit from the 
most growth potential.  

When you start work, if applicable to your 
situation, you’ll be automatically enrolled into your 
employer’s workplace pension scheme and they 
will start to make contributions on your behalf. 

You should definitely not opt out of this – even if 
you feel you could do with the money now.

Staying on track in your 30s
By your 30s, you may have additional financial 
responsibilities, such as children and a mortgage. 
These can make it difficult to dedicate as much 
money and attention to your pension as you’d like. 

One way to stay on track is to review your 
pension contributions at least once a year and 
make sure you’re increasing them as your income 
grows. Another consideration is to check your 
investment strategy. With decades remaining 
before you’ll access your pension, you might 
choose to take a higher-risk approach now, and 
then gradually move into lower-risk investments as 
retirement grows closer. 

Accumulating in your 40s
If your salary follows a typical trajectory, it is 

if you’re anywhere near that number you should 
seek professional financial advice.

Preparing to retire in your 60s
In the decade before retirement, some people 
may choose to take a lower-risk investment 
strategy with their pension savings than in 
previous years. While this may limit the potential 
growth of your investments, it can also reduce 
fluctuations in value, which can help you to plan 
your retirement income with more confidence. 

You’ll also need to weigh up your options for 
accessing your pension. You might want to 
take a lump sum or several lump sums, or you 
might want to take a regular income. There are 
advantages and disadvantages to each approach, 
and decisions you make now will affect your 
income throughout your retirement. 

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.

likely to start peaking when you’re in your 40s, 
making this decade a crucial time for pension 
accumulation. You should, by now, also have 
a good understanding of the income required 
to support your desired lifestyle, which will 
help you plan your retirement income. Based 
on this, you’ll know if you need to adjust your 
pension contributions to save enough. 

At this life stage, you might have changed 
employers several times, so it might be 
sensible to check that you have all of the 
details for any old pensions and, if not, look to 
track them down.

Maximising your contributions in 
your 50s
If your pension contributions have fallen 
behind in any of the previous decades, it’s 
crucial to catch up now. As well as your salary 
sacrifice contributions, you might consider 
adding lump sums to your pension to help you 
reach your retirement goal. 

If you plan to do this, make sure that you’ve 
checked what your annual allowance for this 
tax year is, and how much unused annual 
allowance you have from the last three years. 
This will determine how much extra you can 
contribute and receive tax relief on. For the tax 
year 2021/22 the annual allowance is £40,000. 
This includes both contributions paid by you 
and contributions paid by your employer.

Alternatively, if you’ve stayed on track with all 
your pension contributions and your savings 
are at a very healthy level, you might need to 
take steps to manage your Lifetime Allowance. 
Currently, the maximum you can accrue within 
your pensions in your lifetime is £1,073,100, so 

Retirement  
planning journey
What you need to consider at every life stage

Nicholas Frid FPFS
Chartered  
Financial Planner
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FINANCIAL PLANNING

The rules around Capital Gains 
Tax (CGT) are complex and they 
differ depending on your financial 
situation. It’s a complicated tax 
and, as a result, some people may 
get confused about how much 
they should expect to pay.

What is Capital Gains Tax?
Capital Gains Tax is a tax payable 
on the profits (or ‘capital gains’) you 
make from selling certain assets. 
These assets include some property, 
items of value such as art, jewellery 
or collectables, company shares or 
other investments, and businesses or 
business assets. 

residential property (other than a 
main residence, the home that you 
live in).

Basic rate taxpayers pay 10% CGT, 
increasing to 18% for residential 
property, unless their total capital gains 
(minus the 2021/22 personal allowance 
of £12,570), when added to their 
taxable income, would place them in 
a higher tax bracket. If this is the case, 
they will pay the rates above. 

How can you protect your 
assets from Capital Gains Tax?
Some assets can be sold free from 
CGT, including your main residence 

How much is Capital Gains Tax?
The rate of CGT you pay can vary, 
which sometimes catches people out. 

Firstly, you have a CGT tax-free 
allowance (of £12,300 in the current 
tax year, though this can change). The 
UK tax year starts on 6 April each year 
and ends on 5 April the following year. 
If you make more than this in capital 
gains, you’ll be charged a different rate 
depending on the asset that you sold 
and your Income Tax band.

Higher rate and additional rate 
taxpayers pay 20% CGT, or an 
increased 28% when selling 

How to minimise a Capital Gains Tax bill

Wealth preservation

Jo Hovell DipPFS
Financial Planner
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FINANCIAL PLANNING

(in most cases, though CGT can 
sometimes apply), and personal 
belongings worth less than £6,000.

In some cases, you can protect 
your assets from CGT by keeping 
them within an Individual Savings 
Account (ISA) wrapper. Assets that 
can be held in an ISA include bonds, 
company shares and investment 
funds. Any returns generated by these 
investments are free from Income Tax 
and CGT as long as they are held in 
an ISA. 

However, you can only contribute 
up to £20,000 into an ISA each tax 
year, and once you have used your ISA 
allowance any further investments 
will not be protected.

How else can you minimise 
your Capital Gains Tax bill?
For assets that can’t be sold free from 
CGT and can’t be held within an ISA, 
there are other methods you could 
potentially use to minimise your CGT bill.

Use your full tax-free Capital 
Gains Tax allowance
If you have any unused tax-free CGT 
allowance in one tax year (£12,300 
per tax year 2021/22 until 2025/26), 
it might be a good opportunity for 
you to realise some investment 
gains. If you can spread your gains 
over several years, you could choose 
to take only up to the tax-free CGT 
allowance in each year. The CGT 
allowance is reset every year and 
cannot be carried forward.

Transfer assets to your 
partner
If appropriate, you could transfer 
assets to a spouse or registered civil 
partner without paying CGT and share 
assets between the two of you to 
take advantage of both of your CGT 
allowances. If you have exceeded both 
allowances, it might make sense for 
any partner who is in the lower tax 

CGT due. This could include auction 
fees, solicitor’s fees, stamp duty, et 
cetera.

Reduce your taxable income
Your rate of Capital Gains Tax is based 
on your income. This means that you 
could lower your bill by lowering the 
Income Tax that you’re liable to pay. 
You could contribute more of your 
income into your pension pot, helping 
to avoid this money being taxed, or by 
making charitable donations.

Use tax-efficient investment 
vehicles
We’ve already discussed Stocks & 
Shares ISAs, but another investment 
vehicle you could use to protect your 
wealth from CGT is a pension. Other 
investment vehicles are also available 
to help you manage Income Tax, CGT 
and Inheritance Tax. However, due 
to the complex rules and variety of 
options available, you should always 
obtain professional financial advice 
before investing. 

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.

Past performance is not a reliable 
indicator of future performance.

The Financial Conduct Authority does 
not regulate taxation and trust advice.

bracket to realise further gains, as the 
rate of CGT they pay may be lower. 
Any transfers must be genuine and 
outright gifts for this to be effective.

Offset losses
If you have sold any assets at a loss 
in the current tax year, you can offset 
this loss against other gains you have 
made. As long as you register a loss 
with HM Revenue & Customs, within 
the following four tax years, you 
can continue to offset it against any 
future gains indefinitely.

Sell and buy back without 
waiting 30 days
You could sell an asset and then 
your spouse immediately buys it 
back, which is known as the ‘bed 
and spouse’ technique. You could 
sell the assets, before immediately 
buying them back within an ISA and 
protecting them in an ISA (the ‘bed 
and ISA’ technique). There is also the 
‘bed and SIPP’ method. This method 
sees people saving for retirement sell 
their assets, before buying them back 
within their Self-Invested Personal 
Pension (SIPP). These are ways of 
making use of your CGT exemption – 
if you wanted to sell and repurchase 
the same asset yourself in order 
to realise the gain there has to be 
a gap of 30 days between sale and 
repurchase.

Deduct costs
Any costs that you have incurred in 
the process of buying or selling an 
asset can be deducted from the profit 
you have made when calculating the 

You could sell an asset 
and then your spouse 
immediately buys it back, 
which is known as the ‘bed 
and spouse’ technique.
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INVESTMENT

Knowing how much risk 
you are comfortable 
taking is key

No such thing as a  
‘no-risk’ investment

Concept of risk for return
As a general rule, the more risk you 
take the greater the potential for a 
higher return, but also the greater 
potential loss.

Risk for return is a general trade-off 
underlying nearly anything from 
which a return can be generated. 
Any time you invest money into 
something, there is a risk, whether 
large or small, that you might not get 
your money back.

Investment goals and 
timescales
How you feel about risk depends 
on your individual circumstances 
and even your personality. Your 
investment goals and timescales will 
also influence how much risk you’re 

All investments carry some 
degree of risk. When you invest, 
you make choices about what 
to do with your financial assets. 
Risk is any uncertainty with 
respect to your investments 
that has the potential to 
negatively affect your financial 
welfare.

If you understand the risks associated 
with investing and you know how 
much risk you are comfortable taking, 
you can make informed decisions and 
improve your chances of achieving 
your goals. Each investment asset 
class carries a different level of risk. 
In order of low to high risk, they are 
generally seen as: cash, fixed income, 
equities, property and other asset 
classes.

Stuart Harding FPFS FCSI MSc
Managing Director
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INVESTMENT

exchange rates when investments 
are exposed to foreign currency or in 
foreign currency-traded investments.

Interest rate risk
Changes to interest rates affect your 
returns on savings and investments. 
Even with a fixed rate, the interest 
rates in the market may fall below 
or rise above the fixed rate, affecting 
your returns relative to rates available 
elsewhere. Interest rate risk is a 
particular risk for bondholders. 

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.

Investments do not include the same 
security of capital which is afforded 
with a cash deposit account.

Past performance is not a reliable 
indicator of future performance.

day, sometimes by large amounts. 
You could lose some or all of your 
money depending on the company or 
companies you have bought. Other 
assets such as property and bonds 
can also fall in value.

Inflation risk
The purchasing power of your savings 
declines. Even if your investment 
increases in value, you may not be 
making money in ‘real’ terms if the 
things that you want to buy with the 
money have increased in price faster 
than your investment. Cash deposits 
with low returns may expose you to 
inflation risk.

Credit risk
Credit risk is the risk of not achieving 
a financial reward due to a borrower’s 
failure to repay a loan or otherwise 
meet a contractual obligation. Credit 
risk is closely tied to the potential 
return of an investment, the most 
notable being that the yields on 
bonds correlate strongly to their 
perceived credit risk. 

Liquidity risk
You are unable to access your money 
when you want to. Liquidity can be 
a real risk if you hold assets such 
as property directly and also in the 
‘bond’ market, where the pool of 
people who want to buy and sell 
bonds can ‘dry up’.

Currency risk
Currency risk is the potential risk 
of loss from fluctuating foreign 

willing to take. What you come out 
with is your ‘risk profile’.

None of us like to take risks with 
money, but the reality is there’s no 
such thing as a ‘no-risk’ investment. 
You’re always taking on some risk 
when you invest, but the amount 
varies between different types of 
investment.

Losing value in real terms
Money you place in secure deposits, 
such as savings accounts, risks 
losing value in real terms (buying 
power) over time. This is because the 
interest rate paid won’t always keep 
up with rising prices (inflation).

On the other hand, index-linked 
investments that follow the rate of 
inflation don’t always follow market 
interest rates. This means that if 
inflation falls, you could earn less in 
interest than you expected.

Inflation and interest rates 
over time
Stock market investments might 
beat inflation and interest rates over 
time, but you run the risk that prices 
might be low at the time you need to 
sell. This could result in a poor return 
or, if prices are lower than when you 
bought, losing money.

You can’t escape risk completely, but 
you can manage it by diversifying 
investments over the long term. You 
can also look at paying money into 
your investments regularly, rather 
than all in one go. This can help 
smooth out the highs and lows and 
cut the risk of making big losses.

Capital risk
Investing in the stock market is 
normally through shares (equities), 
either directly or via a fund. The stock 
market will fluctuate in value every 

You’re always taking on 
some risk when you invest, 
but the amount varies 
between different types of 
investment.
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PERSONAL FINANCE PORTAL

The Personal Finance Portal is 
now available to access through 
a progressive web app (PWA) 
which means it uses the web to 
deliver an app-like experience. 
It can be opened like an app 
from your home screen and on 
smartphones and tablets alike.

What is a progressive web app 
(PWA)?
PWAs take advantage of the latest 
technologies to combine the best of 
web and mobile apps and work on 
any device*. They are websites that 
act and feel like an app, however, 
unlike a traditional ‘native’ app, you 
can start using a PWA immediately by 
adding the icon straight to your home 
screen, eliminating the downloading 
and installation stages. Instead of 
navigating to a website, you can 
simply click on the icon on your home 
screen to access the portal.

You can only register with the email 
address we have on record for you. 
You will need your own, unique email 
address – you cannot use the same 
one as your spouse or partner. Please 
contact your Financial Planner if you 
need to update your email address.

For more information about the 
benefits of the portal, please speak to 
your Financial Planner. 

*Please note that Apple devices only 

support the Portal app using iOS 11.3 

onwards.

How do I set up the app?
Simply visit the portal login page and 
if you are using a mobile/tablet device 
you will see a ‘Get the app’ button. 
Click on the button and follow the 
instructions for your device.

Please note that iPhone users will 
need to use the Safari browser to add 
the app. Android users can add it in 
Google Chrome. 

Should you have any queries or 
encounter any installation issues 
please contact us.

How to register for your 
Personal Finance Portal 
account
Registering your portal account is 
simple and only takes a few minutes. 
Go to the Personal Finance Portal page 
on the website and select ‘Click here to 
Register’ and follow the instructions.

Have you downloaded our  
Personal Finance Portal app yet?
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PERSONAL FINANCE PORTAL

Instructions for Apple iOS

Go to the portal login page  
on Safari, tap ‘Get the APP’.

Rename the app ‘Attivo’  
and tap Add

The icon will now appear on your Home Screen.  
Tap on the icon to launch the Personal Finance Portal

Tap on the icon at the 
bottom of the screen

Select Add to 
Home Screen

Log in as usual

Tap on the menu 
icon in the top right-

hand corner to navigate 
around the portal

1. 

4. 5. 

2. 

3. 

6. 

7. 
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Protecting family wealth
Start planning your legacy to mitigate or reduce 
Inheritance Tax

If you’ve worked hard 
throughout your lifetime to grow 
your wealth, you may hope it will 
help to safeguard the financial 
security of your loved ones after 
you’ve gone. But without careful 
planning in your lifetime, you 
could leave them with less than 
expected after the Inheritance 
Tax bill is paid. 

Proper planning can help you pass 
on as much as possible to the people 
you choose by avoiding additional 
unnecessary tax charges. But there 
is a perception by some people that 
Inheritance Tax only affects the rich, 
which is untrue. 

Current and future needs of 
your loved ones 
When you’re getting on with life, it’s not 
easy to stop and think about what will 
happen to your estate (such as your 
property, possessions, investments and 
cash) when you’re no longer around. 
That’s why it’s important to make 
sure that any assets you’ve built up 
over your lifetime aren’t subject to 
Inheritance Tax unnecessarily after 
your death, and that your loved ones, 
and any organisations close to your 
heart, benefit from your estate as you 
intended. 

By reviewing your wealth and 
obtaining professional financial 
advice, you will be able to consider 
the current and future needs of your 
loved ones and how you can benefit 
them whilst preserving your assets.    

Inheritance Tax facts
Every individual has an Inheritance 
Tax ‘nil-rate band’ of £325,000 in the 
current 2021/22 tax year (the UK tax 
year starts on 6 April each year and 
ends on 5 April the following year). 
This means that you can pass on 
up to £325,000 worth of property, 
money and other assets with no 
Inheritance Tax to pay.

beneficial to you depend on your 
personal and financial situation. The 
advice you receive will be different 
based on whether you’re single or 
married, if you have children or 
grandchildren, if you own your own 
business, or on many other factors. 

That said, here are three tips that 
many people could benefit from.

1The residence nil-rate band 
(RNRB)

As well as the Inheritance Tax nil-rate 
band mentioned earlier, there is an 
additional nil-rate band that applies 
when passing on a property that was 
your main residence in your lifetime. 
This is an additional Inheritance 
Tax-free allowance for ‘qualifying’ 
home owners with estates worth 
less than £2.35 million (where one 
residence nil-rate band is available) 
or £2.7 million (where two residence 
nil-rate bands are available), that can 
result in you being able to pass on up 
to £500,000 when you die before 
Inheritance Tax has to be paid using 
the nil-rate band and residence nil-
rate band.

If you leave a property that has been 
your main residence at some point, to 
a direct descendant (which includes a 
child, adopted child, stepchild, foster 
child, grandchild or great-grandchild), 
you’ll qualify for the residence nil-rate 
band, which is currently £175,000. So, 
by using both nil-rate bands, the total 
tax-free portion of your estate will be 
£500,000.

If you are a surviving spouse who 
inherited the total estate of your 
deceased partner, you also inherit 
their nil-rate bands. So, in this 
scenario, you would be able to 
pass on up to £1,000,000 free of 
Inheritance Tax (including £350,000 
of property using the RNRB capped 
at the property value if less) and a 
further £650,000 of your combined 

Above this threshold, Inheritance Tax 
is normally levied at 40%. So, as a 
simple example, if you were to pass on 
wealth of £425,000, the first £325,000 
would be tax-free, and the remaining 
£100,000 would be taxed at 40%, 
creating a tax liability of £40,000 for 
your personal representatives to pay 
out of your estate, therefore leaving less 
for the recipients of your estate.

However, there are many tax reliefs and 
rules that can minimise the amount 
of Inheritance Tax due. You can leave 
your entire estate to a surviving spouse 
or registered civil partner with no 
Inheritance Tax due. But there are many 
other, lesser-known rules and reliefs that 
can also apply. 

The current Inheritance Tax nil-rate 
bands will remain at existing levels until 
April 2026.

How Inheritance Tax planning 
works
Inheritance Tax planning is a way of 
arranging your wealth with the various 
tax reliefs in mind so that your loved 
ones don’t pay more tax than they 
legally need to. 

It works best when the process is 
started many years in advance. Certain 
transfers of capital may only become 
free from Inheritance Tax if you survive 
for seven years after they are made, 
so Inheritance Tax planning cannot be 
rushed.

Of course, Inheritance Tax is not the 
only consideration when it comes to 
arranging your finances – you also need 
to ensure that your wealth works for 
you in your lifetime. So, this planning 
must work in harmony with other areas 
of financial planning. It’s a precise and 
personal process. 

Three steps to mitigate or 
reduce Inheritance Tax
The rules and reliefs that are most 

Guy Murray DipPFS
Financial Planner
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Rather than accepting this inheritance 
(which you may not need and would 
likely leave to a loved one later), you 
could execute a Deed of Variation 
so that it is passed directly to that 
loved one immediately. It will not be 
counted as part of your estate.   

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 rules around inheritance tax are 
complicated, so you should always 
obtain professional advice.

The value of investments and the 
income they produce can fall as well 
as rise. You may get back less than you 
invested.

The Financial Conduct Authority does 
not regulate taxation and trust advice, 
deeds of variation and will writing.

next year as long as you also use up 
the current year allowance.

• Wedding (or registered civil 
partnership) gifts are free from 
Inheritance Tax up to a certain value, 
which depends on your relationship 
to the recipient. If you are their 
parent, the limit is £5,000. If you are 
a grandparent or great-grandparent, 
the limit is £2,500. In any other case, 
the limit is £1,000.

• Regular gifts out of income – 
unlimited amounts as long as made 
regularly out of surplus income such 
that standard of living isn’t affected.

3A Deed of Variation
In some cases, you might have 

carefully arranged your wealth for 
Inheritance Tax purposes, but you 
then inherit money or other assets in 
someone’s Will that would result in 
your estate exceeding your available 
nil-rate bands. 

estate). This assumes the estate on 
both first and second deaths wasn’t 
over £2 million.

2Lifetime gifts
One way to minimise your 

Inheritance Tax bill is by gifting 
money or assets during your lifetime 
rather than waiting to pass on 
your wealth until after your death. 
However, in some situations, a gift 
can create an Inheritance Tax liability. 

To be sure that yours doesn’t, follow 
these rules:

• Small gifts (up to £250) to different 
individuals are typically free from 
Inheritance Tax. This rule is intended 
to cover any birthday gifts, Christmas 
gifts, etc. 

• Larger gifts are free from 
Inheritance Tax up to a total of 
£3,000 in each tax year. If you don’t 
use your total allowance in one tax 
year, you can carry it forward to the 
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Protect yourself from 
pension scams
Understanding the warning 
signs to keep your money safe

Being online more means criminals 
have a greater opportunity to approach 
unsuspecting victims with their scams. 
Online scams can have a devastating 
financial and emotional impact on victims.
 
Pension scammers are bombarding the 
public with scam calls, texts and emails and 
it can be easy to fall victim to such a scam.

Anyone thinking about making an 
investment should always do their research 
first, visit the Financial Conduct Authority’s 
(FCA) website and double check every detail 
before handing over any money or personal 
details.

How and where fraud can occur
One of the best defences is to understand 
how and where fraud can occur. People 
should be wary of unexpected contact 
that comes out of the blue, such as cold 
calls, letters or emails, and they should be 
sceptical of unusually high or unrealistic 
returns. If an offer looks too good to be true, 
it probably is.  

People should also be wary if they come 
under pressure to quickly withdraw money 
from a pension or complete a transfer. 
The best option for people considering 
transferring a pension or withdrawing 
money as they retire is to speak to a 
qualified professional financial adviser.

Currently, 27% (14 million) adults are 
worried that they may unwittingly fall 
prey to a pension scam, because scams are 
sophisticated these days. 

Source data:
[1]https://www.lv.com/about-us/press/14m-britons-
fear-falling-victim-to-pension-scams

Unsolicited emails, texts,  
telephone calls
14% (7.6 million) of adults in a recent survey 
say they have received unsolicited emails, texts 
or telephone calls from people encouraging 
them to transfer or release money from their 
pension[1]. Nearly half (47%, or 25 million) say 
pension scams are hard to spot, but only a third 
(32%) say they know how to report a scam.

Pension scams can be 
hard to spot. Scammers 
can be articulate and 
financially knowledgeable, 
with credible websites, 
testimonials and materials 
that are hard to distinguish 
from the real thing. 

So what should you do if 
you have concerns and 
receive an unsolicited 
contact? 

• Hang up if you have 
concerns straight away. 
If you receive a cold call, 
the safest thing to do is to 
hang up, as chances are it’s 
a scam.

• Make sure you’re aware 
of the warning signs. 
This includes unsolicited 
approaches by phone, text, 
email or even at your door.

• Can you call the firm back? 
If you’re forced to make a 
quick decision this is a sign 
of a potential scam. Contact 
details on their website may 
only be mobile numbers, 
which is another red flag.

• Understand the salesperson. 
Check whether the caller, or 
their firm, are licensed to sell. 
Check the FCA register of 
regulated companies, or the 
FCA warning list.

• Make sure you ask 
questions. Most scammers 
don’t want you to 
investigate their ‘offers’ 
so be sure to do your own 
research and look into the 
company, including their 
financial statements.

• And remember, if it sounds 
too good to be true – it 
probably is. Fraudsters like 
to offer low-risk investments 
with a high return.

How to minimise the risk of pension scams
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Whatever stage of life you’ve reached 
and whatever the status of your 
current financial situation, you could 
see a vast improvement in the future 
by setting financial goals. Most people 
are intrinsically motivated by goals 
and will work hard to achieve them.

The key steps toward financial security are to 
translate them into your own terms. What, 
exactly, are your personal financial goals? 
If you have trouble sorting them out, try 
classifying them as either wants or needs. 

Go a step further and add short-term, 
medium-term and long-term to the 
descriptions. Now you have some useful 
labels you can apply to your priorities. If 
you’re not sure where to start or what your 
goals should be, we’ll help you provide a 
framework to consider them. 

Importance of setting financial 
goals
Goals are a core element of any financial 
planning, since you can’t create a strategy 
without knowing what you are working 
towards. Your goals are the things that 
will motivate you to manage your finances 
better and you should use them to frame 
every financial decision that you make in 
everyday life.

To build an effective strategy based on your 
goals, they need to be specific, achievable 
and personal to you. They’re also there to 
measure your progress and celebrate success.

Process of setting personal  
financial goals
Before determining how you want your 
finances to look in the future, you need to 
understand how your finances look today. 
Take note of any assets you currently 
have: your savings, your pension, your 
investments, your home and any other 
assets of value, such as your car or your 
business. 

savings within the next year and write down a 
record of what you’re saving for, whether that’s 
a deposit to buy a house or any other goal 
personal to you.

Investments 
From the old adage of saving for a rainy day 
to planning a comfortable retirement, most of 
us have investment goals in our life. Whatever 
your personal investment goals may be, it 
is important to consider the time horizon 
at the outset, as this will impact the type of 
investments you should consider. The more 
time you have, or the more flexible the timing, 
the more investment risk you can afford to take 
with your money.  

Pension
Your retirement may still seem a long way off, 
but even so, now is the time to get serious 
about your financial plan and the best way to 
start is to focus your retirement goals. Taking 
the time to think about your most important 
priorities means you’ll be better able to target 
spending and saving in accordance with what 
you want to achieve, both now and in the 
future. The end goal is to make you financially 
secure and independent in retirement, which 
should provide a major incentive to be 
proactive. 

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.

Past performance is not a reliable indicator of 
future performance.

Review your debts, for example, your 
mortgage, your student loan, and any 
overdrafts, bank loans and credit card debts. 
Compare your income and your outgoings. 

A few questions to ask yourself:

Do I feel as if I’m currently working towards 
achieving my goals?

What changes do I need to make today for my 
goals to become a reality in future?

How do I visualise my life in five, ten or twenty 
years from now?

What would I do if my job and income 
suddenly disappeared?

What are my most pressing financial concerns I 
need to address?

What financial matters keep me awake at 
night?

Attach a meaning to your goals 
To improve your chances of success, be realistic, 
use actual figures and set time limits. Then 
ask yourself why that goal is important to you. 
Attaching a meaning to your goals makes them 
more powerful. 

Setting effective financial goals
It’s sensible to create at least one goal in each of 
the following categories:

Debts
If you have outstanding debts and are paying 
high rates of interest, your top priority should 
be paying them off, as this will usually make 
a bigger difference to your financial situation 
than saving the equivalent amount of cash and 
receiving a lower rate of interest. Prioritise high-
interest debts, such as credit cards. 

Savings
‘Pay yourself first’ by automating your savings. 
Assign an amount you’d like to add to your 

Plan for tomorrow, 
live for today 
Helping you achieve your financial goals
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When you’re planning your retirement 
income, there are multiple factors to 
consider: how much you can expect 
from the State Pension, the value of the 
pensions you have accumulated in your 
working life, your projected outgoings 
and your potential later life expenses. 

One factor not to overlook is how much of 
your retirement income you could lose in 
taxes. The amount you pay to HM Revenue 
& Customs (HMRC) may be more than you 
expect, leaving you with less to cover your 
regular expenditure.

New data highlights that retired households 
lose nearly 14% of their income a year to direct 
taxes. Income tax and council tax take 13.9% 
off the average retired household’s pre-tax 
income of £31,674. Retirees are also impacted 
by around £4,078 a year in direct taxes[1].

Taxes payable in retirement
Once you retire, you’ll no longer need to pay 
certain taxes, such as National Insurance. But 
other taxes are still applicable, including Income 
Tax. You’ll pay Income Tax on any taxable 
income you receive above your personal 
allowance (currently £12,570, tax year 2021/22). 

Taxable income includes your State Pension 
(currently up to £9,339 if State Pension age 
is after 5 April 2016), income withdrawn 

The potential impact to your expected retirement income over time

‘It’s not what you earn, it’s what you keep’

depending on your situation, you may still have 
to pay tax on some of your savings income.

An effective tax plan is a crucial part of 
planning for retirement and can help you make 
the most of your financial resources. It’s always 
important to consider the amount of after-tax 
income you’ll earn. 

Increasing your retirement income
Before you retire, there are various ways to 
boost your retirement income in the future. You 
may be able to increase the State Pension you’re 
entitled to claim by filling any gaps in your 
National Insurance contributions record. 

If you haven’t taken advantage of them, you 
may have tax-efficient savings options, such 
as Individual Savings Accounts (ISAs). Within 
an ISA you pay no UK tax on income or capital 
gains. Paying less tax could mean higher 
returns for you (and less work if you need to 
complete a tax return). 

And you can also plan the most tax-efficient 
way to access your pension from age 55 (57 
from 2028 unless your plan has a protected 
pension age). Taking money from your pension 
plan is a big decision, and when and how you do 
it can have significant impact on how long your 
savings will last. So, when the time comes, it’s 
important you feel confident you understand 
your options and how your decisions might 
affect the tax you pay and how long your 
money will last. 

Source data:
[1]Key Equity Release 6 April 2021

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.

from your workplace or personal pensions, 
and income from other sources, such as part-
time work or rental income from buy-to-let 
properties. There are also other taxes you 
might not have factored into your budget, 
such as Council Tax. 

Different sources of income
If you have different sources of income, you 
may end up with several tax codes, which tell 
your employer or pension provider how much 
tax to deduct. Don’t assume these are correct – 
HMRC does make mistakes. You should receive 
coding notices with details of your tax codes 
before the start of the tax year. It’s a good idea 
to check these are right and if you think there’s 
a mistake, or if you’re not sure, contact HMRC.

The first time you take a lump sum (apart 
from the tax-free lump sum) from a defined 
contribution pension scheme, it’s likely you’ll 
be charged too much tax. This is because most 
initial lump sum payments are taxed using an 
emergency tax code. This means you’re taxed 
as if you made the same lump sum withdrawal 
every month of the tax year. You can claim 
back overpaid tax.

Tax on your savings
The way your savings are taxed doesn’t 
change when you retire or reach State Pension 
age. Banks and building societies now pay 
savings interest without any tax taken off but, 
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Looking for a wider choice of 
investment options?

Pension freedoms

Saving for your retirement is one 
of the longest and biggest financial 
commitments you will ever make. 
Imagine you’re retiring today. Have 
you thought about how you’re going 
to financially support yourself (and 
potentially your family too) with your 
current pension savings? The pension 
freedoms introduced in 2015 provide 
even more of an incentive to look again 
at your retirement savings. 

If appropriate to your particular situation, one 
option to consider is a Self-Invested Personal 
Pension (SIPP), especially if you’re looking for 
a wider choice of investment options. It’s an 
option for  people who are more comfortable 
with investment risk and who have more time 
to regularly review their pension investments to 
make sure they continue to meet their needs.

Range and flexibility of investment 
First introduced in 1989, this structure 
provides a range and flexibility of investment 
that makes a SIPP one of the most flexible 
methods of saving for retirement.

UK residents can invest money into a SIPP 
up until the age of 75, and start withdrawing 
money from as early as 55 (57 from 6 April 
2028). Tax relief is available on personal 
contributions up to £3,600 or 100% of 

up. You can transfer most types of pensions to 
a SIPP and combine them, letting you manage 
your pension pot in one place.  

But SIPPs are not suitable for every investor 
and other types of pensions may be more 
appropriate. Once in a SIPP wrapper, your 
savings will grow free from UK Income Tax and 
Capital Gains Tax. 

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. 

relevant UK earnings (whichever is greater), 
with tax-efficiency also subject to the pension 
annual allowance, which is £40,000 for most 
people and applies to contributions from 
all sources, including employer. Any unused 
allowance from previous years may mean 
more than £40,000 can be contributed tax-
efficiently.

Saving for a child or grandchild
Parents can also open a Junior SIPP for their 
children. It may seem a little premature to 
start putting money into a SIPP for your child 
or grandchild at birth, but the tax relief that 
is available on the contributions makes this 
a particularly attractive way to save for your 
child’s future. The money is tied up until they 
reach retirement age, so this money will not 
be accessed any time soon.

As with all Defined Contribution pension 
schemes, the amount that you will have 
available when you retire depends on the 
contributions that you (and any employers) 
have made and how your investments 
perform over time.

Bring everything together in one 
place
If you’ve got several pensions, it could make 
sense to bring everything together in one 
place. Even if the amounts are small, it all adds 
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Changing tax landscape
Time to take a different view and organise your financial affairs?

tax affairs more effectively. The UK 
tax year starts on 6 April each year 
and ends on 5 April the following year.

How much is the Income 
Tax personal allowance in 
2021/22?
The Income Tax personal allowance is 
£12,570. This is a slight increase from 
the previous year; in 2020/21 the 
personal allowance was £12,500. 

The Income Tax personal allowance 
has been frozen until 2026, meaning 
that there will be no more increases 
until the tax year 2026/27.

What are the Income Tax 
bands for 2021/22?
The upper limit for the basic rate 
tax band in England, Wales and 

Northern Ireland is £50,270. Again, 
this is a slight increase, from £50,000 
the previous year. The basic rate of 
Income Tax remains at 20%

The higher rate tax band applies to 
income above the basic rate band 
but not over £150,000pa and the 
additional rate tax band applies to 
income over £150,000. Income above 
the basic rate tax band but below 
£150,000 is taxed at 40%,  
and income exceeding £150,000  
is taxed at 45%.

In Scotland, the bands and tax rates 
applying to non-savings, non-dividend 
income (e.g. applying to earned and 
pension income) are slightly different. 
The personal allowance is the same, 
and income of between £12,571 and 

Tax planning should enable you 
to arrange your affairs in ways 
that postpone or legally avoid 
taxes. No one likes to pay tax on 
their hard-earned money, so by 
employing effective tax planning 
strategies you could have more 
money to save and invest or 
more money to spend. Or both. 
Your choice.

It’s important to organise your 
financial and tax affairs to make the 
most of every tax-free allowance 
available to ensure you’re not paying 
more tax than you need to.

Keeping up with the latest changes 
to your tax and pension allowances 
can be difficult, so we’ve provided a 
summary to help you manage your 
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are subject to the Money Purchase 
Annual Allowance). In the three most 
recent tax years, the total annual 
allowance was also £40,000. 

How much is the pension 
Lifetime Allowance (LTA) in 
2021/22?
The pension Lifetime Allowance 
(LTA) is £1,073,100. This is the limit 
on how much you can accrue within 
your pension savings in your lifetime 
before you incur an additional tax 
charge. 

The pension LTA has been frozen 
until 2026, meaning that there 
will be no more increases until the 
2026/27 tax year.

How much is the State Pension 
in 2021/22?
For those reaching state pension age 
after 5 April 2016, the State Pension 
is £179.60 a week. That’s an increase 
of £4.40 a week from 2020/21, or 
£228.80 more across the whole year.

For those with only a post 5 April 
2016 National Insurance record, to 
claim the full State Pension, you must 
have 35 qualifying years on your 
National Insurance contributions 
record. If you have fewer than ten 
qualifying years, you won’t be entitled 
to any State Pension. Transitional 
rules apply to those who also have a 
pre 6 April 2016 National Insurance 
record.

You may be able to make voluntary 
National Insurance contributions 
to record more qualifying years of 
National Insurance contributions. 

How much is the Individual 
Savings Account (ISA) 
allowance in 2021/22?
The personal Individual Savings Account 
(ISA) allowance is £20,000, which is the 
same as the previous tax year. 

This means that you can save or invest 
up to £20,000 in one ISA, or two or 
more ISAs of different types, and any 
growth on your savings or investments 
is free from Income Tax and Capital 
Gains Tax and any withdrawals are free 
from tax.

How much is the Capital Gains 
Tax allowance in 2021/22?
The Capital Gains Tax allowance 
is £12,300. This is the same as the 
previous year. It has been frozen until at 
least 2026.

How much is the Inheritance Tax 
nil-rate band in 2021/22?
The Inheritance Tax nil-rate band is 
£325,000. This is the same as the 
previous year.

When leaving a property to a direct 
descendant on your death, there is 
an additional allowance called the 
‘residence nil-rate band’, which is 
currently £175,000. 

The residence nil-rate band was due 
to rise with inflation in April 2021, 
but both thresholds have been frozen 
until 2026. It still means, however, that 
married couples and registered civil 
partners can leave up to £1m on their 
deaths free of Inheritance Tax. 

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.

Past performance is not a reliable indicator 
of future performance.

The Financial Conduct Authority does not 
regulate taxation and trust advice.

£14,667 is taxed at 19% (starter rate). 
Income between £14,668 and £25,296 
is taxed at 20% (basic rate). Income 
between £25,297 and £43,662 is 
taxed at 21% (intermediate rate). 
Income between £43,663 and 
£150,000 is taxed at 41% (higher 
rate) and income over £150,000 is 
taxed at 46% (top rate). 

How much is the pension 
annual allowance in 2021/22?
The pension annual allowance is 
£40,000. This is the limit on how 
much you can contribute to your 
pension while claiming tax relief, 
providing those contributions are 
worth up to 100% of your annual 
earnings (£3,600 p.a. if more). 

Not everyone is entitled to  
the full annual allowance:
• If you earn less than £40,000 a year, 
you are only entitled to claim tax 
relief on your pension contributions 
up to a maximum of 100% of your 
earnings (£3,600 if more). 

• If your adjusted income is more than 
£240,000, you’ll likely be affected by 
the ‘tapered’ annual allowance, which 
reduces by £1 for every £2 you earn 
above this threshold.

• If you have accessed your pension, 
you may have triggered the Money 
Purchase Annual Allowance, which is 
£4,000.

You are also allowed to ‘carry forward’ 
unused pension allowance from up 
to three previous years (not if you 

The Income Tax personal 
allowance has been frozen 
until 2026, meaning that  
there will be no more increases  
until the tax year 2026/27.
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planning as an adult. For a child with no earnings 
or earnings below £3,600pa, contributions are 
currently capped at £2,880 a year, totalling 
£3,600 after tax relief is applied, in the current 
2021/22 tax year. 

Trusts
Trusts are a legal agreement where you – the 
‘settlor’ – place assets into a trust and nominate 
a trustee to manage those assets (whether it’s 
money, buildings, land or investments) on behalf of 
your child or children, known as the ‘beneficiaries’.

Bare trusts
A bare trust is an investment vehicle that 
allows you to invest capital on behalf of a child 
while retaining full control of the investments 
until the child turns 18, or 16 in Scotland. 

Along with the initial capital, any return 
generated by a bare trust will belong to the 
child. It will therefore be taxed as such, usually 
meaning that there is less tax to pay than if 
the investments were held by the adult, since 
a child has their own personal allowances 
for income and capital gains. Under parental 
settlement rules for income tax, if the income 
exceeds £100 each year then the whole 
amount will be taxed as the parent’s.

There is no upper limit on how much can be 
invested each year in a bare trust.

Discretionary trusts
The main difference between a bare trust and a 
discretionary trust is that a bare trust is held on 
behalf of a specific, named individual or individuals, 
while a discretionary trust is held on behalf of any 
number of eligible individuals. 

For example, a grandparent may open a 
discretionary trust that any of their grandchildren 
or future grandchildren can benefit from. Who 
benefits from the trust will ultimately be decided 
by the trustees. 

The tax treatment of a discretionary trust can 
vary depending on your specific financial situation, 
so you should seek professional financial advice 
before opening one. 

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.

Past performance is not a reliable indicator of future 
performance.

The Financial Conduct Authority does not regulate 
taxation and trust advice.

Saving for a child today is a wonderful 
gift for their future. Whether you want to 
help them buy their first car, contribute to 
their first home or even set them up for a 
comfortable retirement, there is little more 
fulfilling than providing financial security 
for your children or grandchildren.

It’s worrying to think about the expenses they will 
face as adults. So, the earlier you can start investing 
money for your children, the more chance it has to 
grow before they need it as an adult. 

To ensure that the value of their money isn’t 
eroded by inflation, taxes and fees, you’ll need to 
choose the right investment approach. 

Junior ISAs
A Junior Individual Savings Account (JISA) is 
the children’s equivalent of a regular Individual 
Savings Account (ISA) and works in much the 
same way, protecting the capital within it, and 
any capital growth, from Income Tax and Capital 
Gains Tax. You can choose between a Junior 
Cash ISA and a Junior Stocks & Shares ISA, or a 
child can have one of each.

Only a parent or guardian can open a Junior ISA 
on a child’s behalf, but anyone can pay into it, up 
to a limit of £9,000 in the current tax year (that 
limit may change in future tax years). The UK 
tax year starts on 6 April each year and ends on 
5 April the following year. Once a child turns 16, 
they gain control of their ISA, but they cannot 
make withdrawals until they turn 18.

Junior SIPPs
A Junior Self-Invested Personal Pension (Junior 
SIPP) is a type of pension you can open on behalf 
of someone who is under 18. While we often 
think of a pension as a product for adult workers, 
opening one for a child has many benefits.

Investments in a Junior SIPP have more years to 
grow before the pension holder retires, and so 
can benefit greatly from compounding returns. If 
appropriate, due to the very long-term nature of 
the investment, it’s possible to take a higher-risk 
approach than with shorter-term investments, 
which has the potential to yield greater rewards. 

As with an adult pension, all growth is protected 
from Income Tax and Capital Gains Tax. So, it 
could take away some of the burden of retirement 

Investing isn’t just a luxury reserved for adults

Creating wealth for children
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Changing face of 
consumer ethics 
and behaviours

Evolution of  
ESG investing

The coronavirus (COVID-19) pandemic 
has prompted a desire to move into 
ethical and sustainable investing for 
more than half (51%) of advised UK 
adults, according a new report[1]. And 
while the trend is common across the 
generations, it’s Millennials who are 
leading the charge. 

The report, which looks at intergenerational 
planning and wealth transfer between advised 
families amid the financial volatility and 
insecurity of the pandemic, found that 61% 
now care more about the environment and 
the planet than they did before the pandemic. 

Financial returns with a positive 
contribution
Investing sustainably means putting your 
money to work on issues ranging from 
adapting to and mitigating climate change, 
and improving working conditions and 
diversity, to tackling inequality. More and 
more, investors want to invest sustainably and 
they want to combine investing for a financial 
return with a positive contribution to the 
environment, society or both. 

More than a quarter (26%) of respondents 
admit they are more concerned than they’ve 
ever been. One in five (21%) say they are 
more worried now that they have children and 
grandchildren. 

Appetite for sustainable investments
The pandemic has undoubtedly fuelled investor 

Planet, environment and society
Once perhaps viewed as a fad, sustainable 
investing is becoming normalised, making 
it a fundamental building block within 
intergenerational financial planning. It also 
enables parents to leave their children more 
than just a financial legacy in terms of planet, 
environment and society.

Two in five advised clients surveyed confirmed 
they expect to increase the amount they invest 
in Environmental, Social and Governance (ESG) 
investments over the next five years. 

Source data:
[1] Research was carried by Opinium for Prudential UK & 
Europe is part of M&G plc among a UK representa-tive 
sample of 1,000 advised families. The study was completed 
in November 2020.
[2]  Kings Court Trust’s Inheritance Economy Research 
Papers: Passing on the Pounds and Wealth Transfer in the 
UK. Research conducted by The Centre of Economics and 
Business Research.

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.

Past performance is not a reliable indicator of 
future performance.

demand for sustainable investing and this is 
trickling down through the generations – 60% 
of Millennials, 44% of Gen X and 35% of Baby 
Boomers confirmed that COVID-19 has increased 
their appetite for sustainable investments. And 
many investors go further: 45% confirmed 
that since the pandemic they now only want to 
invest in sustainable companies and funds. 

Despite the desire for ethical and sustainable 
investing, more than a third (36%) of UK adults 
admit they actually have no idea what their 
current investments – including workplace and 
private pensions – are invested in, as they have 
little to no control. 

Beginning an ‘investment journey’
For many, the crisis has shifted their financial 
priorities, prompting more to seek professional 
financial advice. One in two (53%) respondents 
said they had either already sought advice – or 
were planning to because of the pandemic. And 
just over one in five (21%) were seeking advice 
to begin their ‘investment journey’, potentially 
fuelled by individuals who had built up savings, 
not having the traditional outlets for spending 
their income. 

With £5.5 trillion in personal wealth due to be 
passed to the next generation by 2047[2], the role 
that intergenerational planning advice played 
prior to the pandemic was already a significant 
one. Yet the crisis has reframed financial 
priorities. Not just for those in later life with 
Inheritance Tax liabilities, but for all generations.



Intergenerational planning and wealth transfer between advised families

Advice matters

Following the coronavirus 
(COVID-19) pandemic 
outbreak, UK adults 
admit they need financial 
advice for their current 
situation[1]. 

A report, which looked at intergenerational 
planning and wealth transfer between 
advised families amid the financial volatility 
and insecurity of the pandemic, found that 
more than half (53%) of UK adults surveyed 
say they have been prompted to seek advice 
from a financial adviser. 

Of these, a third (33%) have already sought 
financial advice and 20% are planning to. 
Even among those who say they aren’t 
seeking financial advice, 15% say they 
might in the future. The research comes as 
an overwhelming 85% of respondents say 
they have financial concerns when thinking 
about the next 12 months, with one quarter 
of respondents having to dig into savings for 

Perhaps this need has arisen because younger 
generations, who have not necessarily been 
financially active during a financial crisis, have 
been made nervous by volatility – or have 
unspent monies to invest. The pandemic 
outbreak has been challenging for many 
adults up and down the country and this has 
stimulated the need for advice, be it because 
of pent-up cash levels, market volatility or  
job security. 

Source data:
[1]Research was carried by Opinium for Prudential UK & 
Europe, a part of M&G plc, among a UK representative 
sample of 1,000 advised families. The survey was 
completed in November 2020.

living costs. Furthermore, investments losing 
money and having a reduced income are the 
next most concerning issues.

Financial advice needed by the 
younger generations
The report also revealed that the need for 
financial advice was felt the most urgently 
among the younger generations, with 74% of 
Millennials saying they had or were going to 
see an adviser, and 58% for Gen Z, driven by 
‘getting into financial difficulty’ and ‘wanting 
to start their investment journey’. 

While still pronounced, the need for advice 
decreases slightly with age, with 32% 
of Gen X, 21% of Boomers and a quarter 
(24%) of the 75+ age group saying the crisis 
specifically had driven them to seek advice. 

FINANCIAL PLANNING

Having to use savings to  
make ends meet 

Have investments losing money

Having a reduced income

Being made redundant/ 
losing a job

Social care/health costs

Not saving any money

Getting into debt

Having to financially support 
children

Not being able to afford to  
retire as planned 

Having to ask parents or family 
for financial support

Biggest financial concerns for 
those surveyed, for the next 
twelve months

23%
20%
18%

17%
14%
13%
11%

11%

10%

9%

The pandemic outbreak has been 
challenging for many adults up 
and down the country and this has 
stimulated the need for advice
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PENSIONS

Do you need to take action to avoid risking additional tax charges in retirement?

Pension Lifetime Allowance

When it comes to your pension, you might 
assume that the more that you can save 
into it, the better. But that’s not always 
the case. Once your pension savings 
reach a certain level, you may need to 
take action to avoid risking additional tax 
charges in retirement.

There is a limit to the amount of money you can 
build up in pensions over your lifetime without 
triggering a tax charge when you access your 
retirement pot. Several scenarios can trigger a 
Lifetime Allowance test, and lead to a possible 
tax charge, including taking money out of your 
pension, transferring your pension overseas or 
turning 75 without having taken benefits from 
your pensions or with funds in drawdown.

What is the pension Lifetime Allowance?
Your pension is designed to provide you with 
money in your retirement, which can be in the 
form of income or lump sums. But there is an 
upper limit on how much you accrue within your 
pension or pensions in your life-time, and if you 
exceed it, you’ll pay an extra tax charge that can 
be very expensive.

This upper limit is called the Lifetime Allowance, 
and it is currently £1,073,100 in the tax year 
2021/22 (the UK tax year starts on 6 April each 
year and ends on 5 April the following year).

The Lifetime Allowance was expected to rise in 
the 2021/22 tax year, as it did in the previous 
three tax years. But instead, the Chancellor 
announced in Budget 2021 it would be frozen 
until at least 2026. This could mean that more 
people will face the extra tax charge in the 
future, as they are more likely to exceed the 
Lifetime Allowance. 

How much is the Lifetime Allowance 
tax charge?
Once you exceed the pension Lifetime 
Allowance, you will at some point pay an 
additional tax charge (the earliest of crystallising 
your benefits, death before age 75 or reaching 
age 75). The charge will be 25% of the excess 
funds if they are used to provide an income 
(annuity purchase, scheme pension or placed 
in drawdown) or 55% (if taken as a lump sum 
without being placed in drawdown first).

options, and the best one for you will depend on 
your other current financial arrangements. 

How can I protect my pension savings? 
If you have been a member of a registered pension 
scheme since 6 April 2016 you may be eligible 
for protection that gives you a higher Lifetime 
Allowance limit. There are two types of protection 
schemes available: these are known as Fixed 
Protection 2016 and Individual Protection 2016.

This gives you a Lifetime Allowance equal to the 
value of your benefits on 5 April 2016 (but capped 
at £1.25m). Pension funding can continue but only 
the pension value at 5 April 2016 is protected from 
the Lifetime Allowance charge. Both Individual 
Protection 2016 and Fixed Protection 2016 can be 
applied for if eligible. 

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.

Obtaining professional financial advice 
is essential to ensure you have in place a 
withdrawal strategy to minimise the amount of 
tax you may have to pay.

How can I avoid the Lifetime 
Allowance tax charge?
If you are currently contributing to a pension 
that is projected to reach a value of £1,073,100 
in the future, one way to avoid the tax charge 
is to stop contributing. This will help you keep 
your pension value below the upper limit – 
although your investments could still continue 
to grow.

While you may be able to avoid the tax charge 
if you stop contributing, there are potential 
downsides. One of the biggest is that you may 
lose out on matched employer contributions. If, 
for example, your employer matches 100% of 
your pension contributions, you may have more 
to gain by continuing your contributions than 
you’ll lose later in tax charges of up to 55%.

To avoid the Lifetime Allowance tax charge 
without losing out on your employer 
contributions, you could discuss your options 
with your employer. They may be able to offer 
you additional salary instead of your pension 
contributions. 

Then, you can consider how best to invest this 
money if not in a pension. There are alternative 
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