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Happy New Year and welcome to 2022.  
In this first edition of the year we take a 
look back at how the financial markets 
faired in 2021 and a look forward to 
what 2022 might bring (page 3).

Our Mortgage Planner, Alexander Harris, 
discusses Fixed Rate mortgages on  
page 4 and Chartered Financial Planner 
and Associate Director, Katie White talks 
about how to understand your pension 
options and putting a plan in place for a 
comfortable future on page 6. On  
page 8, I focus on the importance of 
setting your financial goals and James 
Curry, Chartered Financial Planner, 
writes about the often overlooked area 
of protection as part of a financial plan 
page 10.

Further on we take a look at the 
Financial future and the challenges Gen 
Xers (those born between 1965 and 
1980) and on page 14 Roy Coulson, our 
Proposition Analyst looks at how the 
right pensions investments can help 
the climate change battle. Joe Bergin, 
Associate Director and Chartered 
Financial Planner takes a look at 
minimising the impact of Inheritance 
Tax on your estate on page 17 and on 
page 21 we take a look at what’s been 
happening with inflation.

We are always looking for new and 
interesting subjects to write on, so 
please let us know if there is something 
you would like us to cover in future 
editions.
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2021 – a Market Review

2021 
A tug-of-war raged between COVID 
variants and vaccines, many economies 
experienced their highest levels of 
inflation for thirty years and, in China, 
the authorities launched a brutal 
clampdown on the country’s most 
successful companies whilst at the 
same time the world’s most indebted 
property developer teetered on the 
brink of collapse.

At the time of writing, UK equities have 
provided a return (including dividends) of just 
over 17%, more than erasing 2020’s decline 
of 10%. The UK economy is expected to 
have grown by 6-7% in 2021 and corporate 
profits have rebounded. The UK has also 
been at the forefront of the global vaccine 
rollout.

Many overseas stock markets recorded even 
bigger gains, headed once again by the US 
which has risen by 30% in sterling terms. At 
the other end of the performance table and 
for the reasons above, Chinese equities were 
down in 2021.

Even though the pledges made at 
November’s showpiece COP26 climate 
change conference in Glasgow disappointed 
many, the emphasis on environmental, social 
and governance (ESG) factors amongst 
investors became an even more powerful 
force in 2021. 

The economic and monetary backdrop in 
2021 could not have been more benign for 
investors in equity markets. The rollout of 
vaccines allowed economies to re-open, 
releasing a surge of pent-up demand. That 
demand has led to shortages in many parts 
of the supply spectrum, ranging from labour 
to semiconductors to energy. Unsurprisingly, 

prices have risen accordingly. Even though 
it plummeted by nearly 40% at the end of 
2021, the price of gas is still 50% higher 
than where it started the year, as is the 
price of oil. Despite buoyant economic 
growth and rising inflation, both fiscal and 
monetary stimuli have remained in full flow. 

The Bank of England increased base rates to 
0.25% from 0.1% after the Monetary Policy 
Committee voted in favour of the first rise 
in three years.  The rise is likely being driven 
by high UK inflation with prices rising at 
their fastest for many years.

Outlook for 2022
Markets will continue to grapple with many 
of the same factors and forces that have 
been present in 2021.

As the emergence and rapid spread of the 
Omicron variant has shown, the COVID 
pandemic is not over. Many countries in 
Europe have re-introduced restrictions 
and England has moved to ‘Plan B’, which 
includes guidance to work from-home 
and makes facemasks mandatory again in 
most indoor public places. Countries will 
obviously revert to full lockdowns only as a 
last resort but the possibility that the virus 
could wreak further damage on economies 
and corporate profits cannot be ignored.

The tapering and then the end of 
quantitative easing is in prospect for 2022. 
In addition, soaring rates of inflation make 
the continuation of negligible and negative 
interest rates more and more untenable. 
Financial markets have operated in an 
environment of ultra-low bond yields and 
interest rates since the end of the Global 
Financial Crisis in 2009 and the transition 
to higher rates, if it comes, could be 
challenging.

Of course, the biggest determinant of 
the likely path of interest rates in 2022 is 
inflation. For most of 2021, central banks 
maintained that the upward trend was 
‘transitory’, caused by an unsustainable 
explosion in demand following the end 
of lockdowns which had temporarily 
overwhelmed supply chains. With every 
new data point that emerges, however, that 
argument is undermined. Inflation rates could 
spike even higher in the short term before 
settling lower than they are at present, albeit 
at above the 2% level targeted by both the 
Bank of England and the Federal Reserve.

The prospects for economic growth in 2022 
look hopeful, with the potential to moderate 
from 2021’s rebound level but still be solid. 
As always, however, there are risks and 
amongst them a resurgence of the pandemic, 
a squeeze on consumer spending caused by 
higher inflation and, in the UK, higher taxes, or 
an exogenous event, such a property-related 
financial shock in China or military conflict. 
However, excessive tightening of monetary 
policy could turn a slowdown in economic 
growth into a recession and also expose the 
high levels of debt embedded in the financial 
system. It is an exceptionally difficult balance 
to get right.  

Source data:

Bloomberg, JP Morgan Asset management, data as of 
September 2020 and September 2021. Forecasts are 
not a reliable indicator of future performance. Selected 
assets, 10-15 year average annual expected returns
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What exactly is a fixed rate and why might it be time to fix your mortgage

Fixed rate mortgages

A fixed rate mortgage 
has an interest rate 
that stays the same 
for an agreed period of 
time. The fixed period 
is generally between 
two, three and five 
years although, it is 
possible to get a fixed 
term of up to 10-years 
or more.

Your monthly mortgage payments will stay 
the same throughout the fixed term, even 
if interest rates were to rise.

This means there will be 
no fluctuations in your 
repayments for the agreed 
period of the fixed rate, 
providing security and 
enabling you to budget 
each month.

When the fixed product comes to an end, 
the rate reverts to the mortgage lenders 
standard variable rate (SVR), which is likely 
to be higher than the rate on your fixed 
product however, you may then be able to 
switch to a new deal. 

certainly going to increase however, the 
question is when? 

What is the rate of interest charged 
on fixed rate mortgages currently?
The interest rates available to borrowers are 
very low, which is great news for borrowers 
however, some lenders have started to 
increase rates slightly.

There are some low rates available, with  
some lenders offering a rate of 0.89% for a 
2-year fixed rate and 0.99% for a 5-year  
fixed rate. 

If you would like to consider changing  
your current mortgage deals and feel the 
security of fixed monthly payments would  
be of benefit to you, please contact  
Attivo Mortgage Planning to discuss. 

For more information or to discuss 
your individual circumstances, visit 
attivomortgageplanning.co.uk or call  
01242 585444.

There is currently a lot of talk of 
‘interest rate rises’ but, what does 
this actually mean in relation to 
fixing your mortgage?
The Bank of England (BOE) controls the 
base rate, this is the rate the BOE charges 
other banks and other lenders when they 
borrow money. It is currently 0.25%. The 
base rate influences the interest rate that 
many lenders charge for mortgages, loans 
and other types of credit they offer people.

The Bank of England can change the 
base rate as a means of influencing the 
UK economy. Lower interest rates can 
encourage people to spend more, but this 

can lead to inflation which, 
is an increase to living 
costs as goods become 
more expensive.

The rate of inflation, as 
of December 2021, was 
5.1% - a 10 year high.  This 

has risen from 0.7%, where the rate was 
at the beginning of January 2021. With 
the progressive rise of inflation, pressure is 
now mounting to for the BOE to increase 
the base rate which at the time of writing, 
it hadn’t done. Interest rates are almost 

Please note: this is not advice.
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Alexander Harris 
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Mortgage Planner

The Bank of England  
can change the base rate  
as a means of influencing  
the UK economy
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INHERITANCE

If you want to make inheritance gifts from 
surplus or excess income, there is a useful 
and much under-utilised exemption that 
allows gifts over and above the value of 
£3,000 per annum to be made without 
these gifts forming part of your estate if 
you die within seven years of making them.

The exemption comes under the heading of 
‘Normal expenditure out of surplus income’. It is 
a particularly valuable way of gifting part of your 
estate to future generations on a regular basis.

If you want to make inheritance gifts from 
surplus or excess income, you need to show that 
you intend to make regular gifts that will not 
affect your normal standard of living, and that 
will come from income rather than capital.

This form of giving is most effective for those 
with higher incomes relative to their cost of 
living, who are either looking to clear their estate 
or just make gifts to loved ones – especially in 
order to distinguish these gifts from lifetime 
gifts of capital that have already been made or 
are being contemplated.

So, what are the requirements?
1. The gift must form part of your normal 
expenditure – this can mean either a pattern 
of regular gifts or the intention to make regular 
gifts. You therefore need to record when you 
are making a gift out of income, by writing a 
letter for instance.

2. The gift is made out of income.

3. You are left with enough income to maintain 
your normal standard of living.

In order to assess whether you have sufficient 
income to utilise this exemption and to satisfy 
conditions 2 and 3, you will need to:

Continuing to make regular 
payments 
It’s also helpful to record a Memorandum 
of Intent, declaring your future intention to 
make regular gifts of your excess income, 
which can be used to anticipate a challenge 
to their nature. The Inheritance Tax Form 403 
provides a useful record-keeping tool. Your 
executors will need to claim the exemption 
on your death, and therefore it is important 
to maintain thorough record keeping.

In certain situations it may be possible that 
a single gift could qualify so long as it can 
be proved upon death that there was an 
intention to continue with the payments. 
Such intention could be proved by the donor 
providing a signed letter to the recipient 
confirming their intention to continue to 
make regular payments.

Wishing to retain control of  
your capital
This is a particularly effective means of tax 
planning if an individual is not dependent 
upon such income to maintain their current 
standard of living but wishes to retain control 
of their capital. For example, a parent could 
pay the premiums on a life policy for their 
child, make payments into trust for the 
benefit of their children, or pay their children’s 
school or university fees.

The gift can be made out of general income 
or it could be made out of a nominated 
source such as property rental or specific 
investment income. 

This information is based on our current 
understanding of legislation. Legislation and 
tax treatment can change in the future. The 
financial conduct authority does not regulate 
inheritance tax planning and trusts.

Consider how much net income you receive 
(for example, from employment, pensions, 
dividends, interest, rent) after tax.

Review what your normal expenditure 
amounts to – there is no actual legal definition 
of what ‘normal expenditure’ amounts to 
but it is based on an individual’s particular 
circumstances. This may, of course, fluctuate 
from year to year.

Conditions that must be met
It is important to consider the conditions 
that must be met for gifts to qualify. The 
conditions of ‘surplus’ and ‘normality’ are 
qualitative and, without methodical planning, 
can leave room for doubt about the tax effects. 

It’s therefore important to seek professional 
financial advice in advance to identify any 
ambiguity. Inadvertently making a gift of 
capital could be very costly and later give rise 
to a 40% Inheritance Tax charge on those 
funds should you die within seven years.

Carrying forward your income 
If appropriate, you could complete this 
process each tax year to review how much 
surplus income you have for that year. You 
can then increase or decrease the amount 
you gift accordingly. There are no hard and 
fast rules as to when income no longer 
retains its status as income. However,  
HM Revenue & Customs tends to take the 
approach of being able to carry forward 
income for a period of two years. 

It’s important to keep financial records that 
allow you to calculate and offset expenditure 
against income. This will determine the 
amount available for gifting. Tracking the 
opening and closing balances on monthly 
bank statements is the usual starting point.

Making inheritance gifts 
from surplus income
Are you making the most of this useful and  
much under-utilised exemption?
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PENSIONS

We spend our working lives 
building towards retirement. 
Choices we make today will have 
a big impact on the quality of our 
lives later on. If you only have a 
handful of years to go until you 
reach your retirement, it has 
never been more important to 
understand your options and put 
a plan in place – now could be a 
good time to re-evaluate your 
plans with us.

The changes made to UK pensions 
in 2015 mean that we all have more 
choices available on how to fund our 
lifestyle in retirement. But decisions 
surrounding when, why, and how you 
decide to retire will be very personal 
and will largely depend on your 
individual circumstances. 

These decisions will also be affected 
by external factors such as the rising 
State Pension age, and the impact 
of the recent pandemic on the job 
market. When planning for your future, 
it’s important to know when you can 
access the money in your pension pot.

If your pension is not on track to give 
you the income you want in retirement, 
you need to look at how to boost it. It’s 
also worth remembering that taking 
your pension doesn’t mean you need 
to retire. 

Will you potentially exceed the 
Pension Lifetime Allowance? 
If you’re close to retirement, you may 
find you are approaching the Pension 
Lifetime Allowance (LTA) limit. The 
LTA is the most you can accrue overall 
within your pension plans without 
incurring an additional tax charge on 
the excess funds. The LTA test can 
take place at various times and all 
funds are tested at some point (for 
example, when your pension plan is 
accessed, if you die without having 
accessed it and/or on reaching age 
75). The LTA has been cut over the 
years and is now £1,073,100 for the 
2021/22 tax year.  

The LTA has been cut over the 
years and is now £1,073,100 for the 
year 2021/22 tax year.  It has also 
been frozen at this rate until 2026, 
potentially exposing you to the charge 

Taking stock of your 
retirement plans
Retirement is a time to reap the 
rewards of years of hard work and 
do more of the things that you 
love, whether that’s travelling the 
world or spending time with your 
grandchildren. But to make this a 
reality, you need to prepare financially 
as well as you can. This isn’t always 
easy, as pensions and retirement 
planning can be complex.

To help you ensure you’re on the 
right track, ask yourself the following 
questions. What type of pension/s 
do I have? Do I have more than one 
pension pot? If so, where are they? 
When and how can I access the 
funds in my pension pots? What is 
the value of my pension pots? What 
benefits will they provide me with? 
What about any other options or 
guarantees?

Understanding your options and putting a plan in place 

Top pension tips if you’re about to retire

Katie White APFS 
Associate Director 
and Chartered  
Financial Planner
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PENSIONS

for breaching the threshold.  If you do 
breach the threshold you face a 55% 
LTA charge on amounts taken above 
this ceiling if they are withdrawn as 
a lump sum (with no further income 
tax due beyond the 55%), or a 25% 
LTA charge when taken as income 
which includes placing the funds in a 
drawdown plan. In addition, any income 
withdrawn is then taxed at usual 
income tax rates.

If you think you are nearing the LTA, 
it’s important to monitor the value of 
your pensions, and especially the value 
of changes to any defined benefit (DB) 
pensions as these can be surprisingly 
large. DB pensions are valued for LTA 
purposes as 20 times the annual 
pension figure, plus the tax-free cash 
amount, whereas defined contribution 
(DC) pensions are tested against the 
LTA based on the fund value. There 
were, and are, protections that can help 
you avoid a tax charge by giving you a 
higher LTA. 

What does your current and 
forecasted wealth look like?
As you get closer to retirement, it is 
important to assess your current and 
forecasted wealth, along with your 
income and expenditure, to create a 
picture of your finances for both now 
and in the future. 

Lifetime cash flow modelling will help 
ensure you don’t run out of money – or 
die with too much – by showing whether 
your current investment approach 
is either excessively risky or unduly 
cautious. Retirement cash flow modelling 
can help to alleviate your concerns. 

Building your individual retirement 
cash flow plan involves assessing your 
current and forecasted wealth, along 
with your income and expenditure, 
using assumed rates of investment 
growth, inflation and interest rates, to 
build a picture of your finances both 
now and in the future.

Flexi-access drawdown
By opting for flexi-access drawdown, you 
can leave your pension pot invested so 
that it has the potential to grow, or take 
lump sums or a regular income from it. 
Your pension pot will last until you’ve 
taken all your money out. The level of 
income you take and any investment 
growth will be key factors as to how long 
your pension pot will last.

Take some or all of it in cash
If you take some or all of your pension pot 
as a cash lump sum, it’s up to you how 
long it lasts. Once you receive your money 
after tax, you’re completely responsible 
for it and can use it as you require – you 
need to remember that although 25% of 
the amount you take is tax-free, you’ll pay 
Income Tax on the rest.

Leave it all for now – defer  
your pension
You could decide not to take your 
pension at your selected retirement date 
and leave it invested until you’re ready 
to take your benefits. This means your 
pension pot would have the potential to 
grow, although this is not guaranteed. 
It’s important to ensure you don’t lose 
any guarantees which only apply at your 
retirement date if you decide to leave 
your pension pot. 

A pension is a long-term investment 
not normally accessible until age 55 
(57 from april 2028 unless plan has a 
protected pension age). 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.

If you have accumulated wealth, 
retirement cash flow modelling will 
help you manage your position and 
make sensible decisions over the 
years. However, cash flow planning 
is arguably even more beneficial if 
you have longer-term personal or 
business objectives, as you can see 
how much you need to save and 
the returns you need to meet those 
defined objectives.

Time to look at your options 
available when accessing your 
pension?
Once you reach age 55, you can 
access your defined contribution (DC) 
pension pot. You can take some or all 
of it, to use as you need, or leave it so 
that it has the potential to continue to 
grow. You can take your benefits in a 
number of different ways.

You can choose to buy a guaranteed 
income for life (an annuity). You can 
take some, or all, of your pension pot 
as a cash lump sum, or you can leave 
it invested. However you decide to 
take your benefits, you’ll normally be 
able to take 25% of your pension pot 
tax-free. The rest will be subject to 
Income Tax.

It’s good to have choices when it comes 
to pensions and your retirement, but it’s 
also important to understand all your 
options and any impact your decision 
may have on your future security. How 
long your pension pot lasts will depend 
on the choices you make. We can help 
by discussing the options available to 
access your pension.

Annuities
If you buy an annuity this will provide 
a guaranteed income for the rest of 
your life. With this option, the provider 
agrees to pay you an agreed regular 
sum until you die. With an annuity, you 
may receive more or less money than 
you put in depending on how long you 
live after your annuity has started.
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Having a financial plan in 
place early on can make it 
easier to manage your money 
further down the line.

It’s never too early (or too late)
to make a financial plan. The 
sooner you work out your goals 
and start following a plan to 
achieve them, the more likely 
you are to succeed.

Here are three key questions to ask yourself 
when building a financial plan.

1What are my goals?
Building wealth takes time and a little effort. 

Like any activity, be it growing a business or 
learning a new skill, you need to decide early on 
what your long-term objectives are. It’s exactly 
the same when you are building wealth – it is 
important to set financial goals.

Without a goal, your efforts can become 
disjointed and often confusing. Being able to 
keep track of your progress towards achieving 
a goal is only possible if you set one in the 
first place. Being able to measure progress 
is extremely rewarding and will help you 
maintain focus. 

Setting financial goals is essential to financial 
success. Once you’ve set your goals you can 
then write and follow a roadmap to realise them. 
It helps you stay focused and confident that 
you’re on the right path.

Consider the SMART principle when setting 
your own goals:

Specific – Clearly define what each goal is and 
use details such as numbers where possible 
(quantify it).

Measurable – Think about a tangible way in 
which you can measure your progress.

Achievable – Are your ambitions realistic? 
With planning we are often capable of 
more than we realise but being pragmatic is 
important. Discussing your goals with us will 
help you to balance this.

FINANCIAL PLANNING

Stuart Harding 
FPFS FCSI MSc
Managing 
Director

Build your own financial plan
Vision without action is merely a dream

Remember, the future is somewhere you have 
never been before. Cash flow planning guides 
and updates you on your journey. If there are 
delays on the way it can find another path. 
Combined with our professional advice, we 
can help you arrive at your destination more 
smoothly.

3What do I need to do next?
As we’ve seen with the COVID 19 

pandemic, things can change very quickly. 
It goes without saying that your financial 
plans should not be static objects, and that 
you should review your plans over time 
and on a regular basis to ensure that you 
remain on track towards your goals. You also 
need to adapt your financial plans as your 
circumstances change.

Reviewing your arrangements regularly is a 
vital way of ensuring you meet your financial 
goals and ensures that all your plans are up to 
date in light of changes to your circumstances 
and the wider financial landscape.

Reviews can also prompt you to consider 
some of those things that sometimes get left 
undone – such as your Will, which might still 
need to be arranged or updated. Or perhaps 
there is a Lasting Power of Attorney that has 
not been progressed or a life assurance policy 
that should be placed under an appropriate 
trust. As we’ve all recently experienced, life has 
a habit of springing unpleasant surprises on us 
when least expected. 

Relevant – Are your goals in line with your 
own personal values? It is useful to chat this 
through with somebody else to clarify your 
values.

Timebound – Think about the timeframe you 
are working within and whether there is any 
flexibility needed.

Your goals are personal and unique to you. 
Perhaps you want to set up your own business 
and follow a life-long passion, or maybe you 
want financial security and to ensure you can 
pass a legacy on to your loved ones.

Once you’ve defined your goals and you’re 
clear on your current situation, it’s a good 
time to work out if you have enough to 
achieve your goals or if there’s a gap. This 
isn’t an easy task as there are often many 
variables to consider, such as inflation, tax 
and growth rates.

2 Where am I now?
Cash flow planning is a concept borrowed 

from business and every business owner 
or finance director will be familiar with the 
term. These same principles can be applied 
to your personal financial planning. As we’ve 
mentioned, the starting point is to identify 
each one of your personal goals. 

Cash flow planning is most effective when all 
likely future needs are taken into account too. 
Just focusing on immediate needs may seem 
more practical but focusing on one goal at a 
time can limit future options. 

Make a list or a spreadsheet of what you have, 
specifying where and how much; this could 
include any assets such as property, cash 
balances, investments, pensions, protection 
policies and any debts such as mortgage, 
credit cards or loans. Look at your  
income and expenditure levels.
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The Personal Finance Portal is your 
place to manage and track your 
finances in one simple and easy to 
use place. It enables you to view all 
of your finances in one place 24/7 on 
any mobile and web device – from 
your fund information and up-to-date 
valuation of your portfolio to your 
personal details and assessing how you 
are progressing against your goals, it is 
a powerful tool and the more you put 
into it, the more you will get out of it.
 
Profile
Your profile is your personal space where 
you take control of your data. It also means 
that the more up to date information we 
have on you, the easier it is for us to help 
manage your finances. The Profile area of 
the PFP comprises sections and subsections 
representing different aspects of your 
personal and financial information:

About You – your personal data, accessed 
via the Review Tab, About You is where you 
make sure all your data, from date of birth, to 
address and marital status are correct.

Your Family – the place to let us know 
more about your family, especially your 
financial partner and those who depend on 
you financially. Of course, remember to gain 
permission to maintain personal information 
on behalf of others.

log in via two different methods – your 
password and a unique code generated each 
time you want to log in. This means that 
even if a third party acquires your password, 
they cannot access your account because of 
the additional layer of security.

The PFP Web App
Now available through a progressive web 
app (PWA) – which means it uses the web 
to deliver an app like experience – the PFP is 
even more accessible.

PWA’s combine the best of web and 
mobile apps to work on any device, from 
smartphones and laptops to tablets and 
desktops. They are websites that act and 
feel like an app. Easy to set up from the 
portal login page, all you need do is select 
the ‘Get the app’ button and follow the 
instructions (NB iPhone users will need to 
use the Safari browser; Android users can 
add it in Google Chrome). 

For more information on the benefits of  
the PFP, speak to your Financial Planner  
who will be very pleased to help you or  
visit our website.  

Employment – where you can add details 
of yours and your financial partners current 
employment status and income.

Your Home – as you might expect, this is 
where you ensure your current address and 
residency history is correct. What you might 
not expect is the up-to-date valuation of your 
property by Zoopla (providing they have one).

Accounts & Policies – where you can add 
further details of your savings, investments, 
protection policies and liabilities.

Your Income and Expenditure – as the name 
suggests, a useful section for you to maintain 
your regular income and outgoings, broken 
down into helpful categories.

Once your profile is complete, a green tick is 
shown alongside the section.  

Security
The PFP already uses the highest levels of 
security, but you can make your account 
even more secure using Two Factor 
Authentication (2FA).

Easy to set up and use, 2FA supplements 
strong passwords. Weak and repeated 
passwords increase your chances of cyber-
attack, making life easier for hackers to 
access your data. 2FA is a security feature 
that requires you to authenticate your portal 

PERSONAL FINANCE PORTAL

PFP Round Up
In this Winter edition of Life Magazine we 
take a look back at some of the key areas 
of your Personal Finance Portal (PFP).
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Protection should be a core part of your financial plan

Preparing for the unexpected

When you think of financial 
planning, pensions and savings 
will spring to mind. But, whilst 
often overlooked, protection 
should be a core part of your 
financial plan.

If you are worried illness or injury could 
leave you without enough to pay bills, 
there are solutions to help protect your 
income. While some people could rely 
on state benefits as a safety net if they 
experienced a sudden loss of income,  

for many the drop in income would be 
too severe to maintain their standard  
of living.

Being able to keep paying the bills
In many situations, families rely on both 
partners’ income to pay the monthly bills 
and don’t think about the impact losing 
one income could have on their standard 
of living. Even though people recognise 
the need to take out life insurance to pay 
off their mortgage if they die, some may 
not think about how their family could 

continue to pay their outgoings if they 
became ill or were injured and unable to 
work for a long period of time.

If something were to happen to you, 
would you and your family be able to 
keep paying the bills? The COVID 19 
outbreak has made many of us think 
more carefully about protecting ourselves 
and our family from financial difficulties. 
However, this isn’t just about having 
savings and investments to provide for 
the long term – it’s also about ensuring 

James Curry 
BA (Hons) FPFS
Chartered Financial 
Planner
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costs. Having a good idea of your  
overall budget will make it easier  
to make changes.

Not everyone will have sufficient 
savings to manage financially for long 
periods of illness – particularly if this 
money is earmarked for other plans 
like retirement or helping children with 
their education. That’s where insurance 
protection comes in, and there are a 
variety of options that could help to 
cover specific costs, or replace income, 

should you find yourself unable to work.

Income Protection
Income Protection insurance can provide 
a regular replacement income if someone 
is unable to work because of an illness 
or injury. Typically, a policy pays out after 
they’ve been off work for six months 
(often called a ‘deferred’ or ‘waiting 
period’) and can pay a percentage of their 
salary until either they return to work, 
reach State Pension Age or die while 
claiming. 

Critical Illness Cover
Critical Illness Cover is a type of insurance 
that pays out a tax-free lump sum if 
someone is diagnosed with, or undergoes 
surgery for, a critical illness that meets the 
policy definition during the policy term 
and they survive a specified number of 
days. It’s designed to help support you 
and your family financially while you deal 
with your diagnosis – so you can focus 
on your recovery without worrying about 
how the bills will be paid.

Life Insurance Cover
Life Insurance Cover pays out a lump 
sum if someone passes away during  
the policy term. 

If you’re diagnosed with a terminal illness 
and are not expected to live longer than 
12 months, some policies will provide the 
sum prior to death. It’s there to provide 
financial support for your loved ones after 
you’re gone, whether that means helping 
to pay off the mortgage or maintaining 
their standard of living.

Private Medical Insurance Cover
Finally, private Medical Insurance Cover 
is a type of cover that pays your private 
healthcare costs if someone has a 
treatable condition. Whether it’s overnight 
care, outpatient treatment, diagnostic 
tests, scans or aftercare, you receive the 
specialist private treatment you need, 
in comfortable surroundings, when you 
need it. The cover is available at a range 
of different levels of cover at various 
premiums designed to meet your specific 
needs. 

you and your loved ones are provided for 
should the worst happen.

Sufficient savings to manage 
financially
Have you calculated how much you and 
your family would need if you found 
yourself unable to work? This should also 
take account of your savings and any 
other income you might have. Using a 
Budget Planner will enable you to work 
out what you’re spending each month, 
from household bills to general living 
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Two in three people accessing 
advice share the same financial 
adviser as their parents

Keeping it in the family

Never before has there been such a big 
difference between the wealth of the 
UK’s older and younger generations. 
The coming years will see trillions’ 
worth of investable assets and housing 
wealth move primarily from the Baby 
Boomer generation to their children, 
the Millennial generation.

As families up and down the country seek 
professional financial advice to support them 
with wealth transfer and future planning 
during the COVID 19 pandemic, according to 
a new report[1], two-thirds (67%) of people 
whose parents have an adviser also use 
them.

Talking openly 
Two-fifths (43%) of respondents said they 
would feel more relaxed about using the 
same adviser as their parents, whilst a third 
(34%) said they would trust them, and  
feel relieved. 

But while many families share the same 
professional adviser, the research also 
highlights 33% of people whose parents 

together to talk more openly about their 
futures, consider their financial goals and 
begin planning accordingly.

Hugely encouraging 
The report highlighted how, especially 
for the younger generations, the need for 
financial support and guidance is most 
pronounced. It is hugely encouraging that 
many people are seeking the services of 
the same professional financial adviser 
as another family member at some stage 
during their life. 

And, with around 86% of those seeking 
advice actively doing so in the last five 
years, it seems the value of advice is 
increasingly being understood. 

Source data:
[1]Family Wealth Unlocked report from Prudential 
UK. Research was carried by Opinium among a UK 
representative sample of 1,000 advised families.  
The survey was completed in November 2020. 

have a financial adviser do not also 
use them. Almost half (47%) admitted 
to ‘talking openly to each other about 
finances’, with only 7% revealing they ‘don’t 
trust their family members’. 

Key scenarios 
The research highlighted an unexpected 
windfall (24%), receiving an inheritance 
(24%) and preparing for retirement (23%) 
are the key scenarios most likely to prompt 
people to seek advice from a professional 
financial adviser.

Families are also becoming increasingly 
aware of their legacy and wealth transfer. It 
appears the COVID 19 pandemic has been 
a contributing factor in bringing families 

The pandemic has been a 
contributing factor in bringing 
families together to talk more 
openly about their futures, 
consider their financial goals and 
begin planning accordingly
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Gen Xers expected to face significant challenges in retirement

Financial futures

With many Gen Xers (those born 
between 1965 and 1980) having 
entered the job market too late to 
benefit from final salary pensions, yet 
too early to benefit from schemes 
such as auto-enrolment, this group is 
expected to face significant challenges 
in retirement if policymakers fail to 
respond urgently.

There are currently 14 million Gen Xers in 
the UK – 1 in 5 of the total population. With 
the ongoing COVID 19 pandemic putting 
additional strain on finances, the case for 
policy action becomes urgent.

No pension provision 
Research by the International Longevity 
Centre UK (ILC)[1] finds that self-employed 
Gen X workers are five times more likely 
to have no pension provision than other 
workers due to a lack of access to traditional 
pension schemes.

The report on the impact of longevity, finds 
that self-employed Gen Xers (those born 

Self-employment, including in the gig economy, 
is on the rise among Gen X workers. While 
overall, 19% of Gen Xers say they struggle to 
save for retirement due to insecure earnings, 
this is more than double for those who are 
self-employed – 44%. The research, based on 
a nationally representative YouGov survey of 
6,035 people, identified self-employed Gen X 
workers have been further impacted by COVID 
19, with 39% reporting spending their savings 
or saving less due to the pandemic.

Flexibility during hard times
In the report the ILC call for policymakers to 
urgently offer an equivalent to auto-enrolment 
to the self-employed – but in a way that offers 
more flexibility during hard times – by giving 
this group the option to save into a Sidecar 
Savings Scheme (as well as a traditional 
pension). 

This would enable savers to pre-commit 
to regularly put money into an accessible 
savings account, and once these savings have 
reached an agreed target – which ensures 
they have sufficient savings for a ‘rainy day’ 
– to automatically transfer any additional 
payments into a pension.

Variable or insecure pay
Many people who are self-employed are likely 
to face periods when they are on variable 
or insecure pay, but there is also a worrying 
lack of incentive for them to save for their 
financial futures.

With self-employment and the gig economy 
on the rise, it’s vital that saving for retirement 
is encouraged and more easily facilitated 
for these workers and we would welcome 
any moves by policymakers to introduce an 
equivalent autoenrolment scheme for the self-
employed, which we know has worked so well 
for employees. 

Source data:
[1]The findings are ILC calculations based on nationally 
representative YouGov survey responses of 6,035 UK 
adults aged 40-55 (collected online between 13-24 
November 2020). The survey was carried out online. The 
figures have been weighted and are representative of all 
UK adults aged 40-55.

between 1965 and 1980) are at high risk 
of facing inadequate income in retirement. 
This is in part due to self-employed Gen Xers 
being more likely to face periods of low or 
insecure pay, alongside a more general lack of 
incentives to save. 

Impacted by COVID 19
While the adoption of auto-enrolment 
into pension schemes, for example, has 
been highly successful in supporting many 
employees to start saving, there haven’t 
been similar initiatives to support the self-
employed, and people in this group can’t rely 
on contributions from an employer to top up 
their pension pots.

Many Generation Xers don’t 
have adequate pension savings 
in place and, sadly, this financial 
vulnerability is exacerbated if they 
are also self-employed
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members have never even heard of net 
zero, while three in ten can’t explain or 
understand the connection with their 
pension pots and climate change. 

According to new research[1], almost 
nine in ten Defined Contribution 
(DC) scheme members were not 
aware of the importance of having 
their pension scheme aligned with 
a net zero goal. But, encouragingly, 
members were overwhelmingly in 
favour of their pensions moving 
towards net zero when the term  
was explained.

Collective power 
The survey also uncovered that one 
in four (25%) have never heard of 
the term ‘net zero’ and a further 
three in ten (31%) have heard of it 
but could not say what it means. In 
fact, 70% of DC members prefer 
remaining invested and using their 
collective power to engage with 
companies to align their businesses 
with global climate change efforts, 
or prepare them to thrive in a low-
carbon economy.

Two-thirds (64%) of all members 
have become more concerned about 
the impact of human actions on 
the planet following the COVID 19 
crisis. Rather than deprioritising 
environmental issues in favour of 

immediate concerns, the pandemic 
has thrust them into sharper focus 
as members explicitly linked them 
with their current situation.

Performance impact
Millennials are the strongest 
supporters of engagement, with 
79% of them supporting providers’ 
stewardship activities. Their 
attitude also helps to explain 
their change of heart towards 
outright divestment. While still the 
most radical cohort of the three 
generations on this issue, half of 
Millennial members would consider 
divesting if it had no performance 
impact, while only two in five of 
them would divest no matter what.

Baby Boomers are twice as likely as 
Millennials to want to keep pensions 
as diversified as possible, even if 
that meant investing in fossil fuels, 
but the proportion has dropped 
from 30% to 25% over the past 18 
months. The research also shows 
that more than a fifth of ‘Boomers’ 
(22%) are now happy to divest 
into a greener pension regardless 
of performance. This follows 
increased coverage of climate in the 
mainstream media and real concern 
about the impact of climate change 
on their children and grandchildren.

Younger views 
Millennial men are the most likely  
to want a net zero pension 
irrespective of the impact on 
financial performance. The 
proportion who feel this way (40%) 
is double that of the group showing 
the least interest, female Baby 
Boomers (20%).

New landmark report from the United Nations on the state 
of climate science

Time for pensions to contribute  
towards building a better world 

As we have been witnessing in recent years and 
months, climate changes are occurring in every 
region and globally. A new landmark report from 
the United Nations on the state of climate science 
has high-lighted modern society’s continued 
dependence on fossil fuels, which is warming the 
world at a pace that is unprecedented in the past 
2,000 years. Its effects are already apparent as 
record droughts, wildfires and floods devastate 
communities worldwide.

Millennial men are the 
most likely to want a net 
zero pension irrespective 
of the impact on financial 
performance

Roy Coulson BA 
(Hons) MSc DipPFS
Proposition Analyst

The UK became the world’s first major 
economy to set a target of being net 
zero by 2050. Put simply, net zero 
refers to the balance between the 
amount of greenhouse gas produced 
and the amount removed from the 
atmosphere. We reach net zero when 
the amount we add is no more than 
the amount taken away. 

Greenhouse gas 
The Intergovernmental Panel on 
Climate Change report published 
on 9 August emphasises there is 
still time to act, but it must happen 
immediately. Limiting climate change 
demands strong and sustained 
reductions in greenhouse gas 
emissions from human activities such 
as burning fossil fuels.

One of the main areas where change 
can make a significant difference to 
all of our futures is how and where 
our pension money is invested. But 
the facts are, if money is invested in a 
standard, default pension, it could be 
doing more harm than good.  

Climate change
Your pension is more than just a 
retirement fund, it can also contribute 
towards building a better world. 
However, one in four pension scheme 
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As Baby Boomers move steadily into 
their retirement years, the balance 
of power will shift as Gen X starts 
to hold the largest share of 
pension assets. Younger views 
will be an important factor in 
shaping the direction of travel 
over the next ten years. This 
new cohort can no longer 
be assumed to be simply 
chasing maximum financial 
returns regardless of the 
impact on the planet. 

Source data:
[1] Survey conducted in April 2021, 
based on a population of 3,056 adults 
currently contributing to a work-place 
pension. Legal & General Investment 
Management published 14 June 2021.

A pension is a long-term investment not 
normally accessible until age 55 (57 from 
april 2028 unless you have a plan with a 
protected pension age). 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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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 
to a new report[1]. And while the trend 
is common across the generations, it’s 
Millennials who are leading the charge. 

A 2020 report found that 61% now care more 
about the environment and the planet than they 
did before the pandemic. More than a quarter 
(26%) of respondents admit they are more 
concerned than they’ve ever been. And one in 
five (21%) say they are more worried now that 
they have children/grandchildren. 

Sustainable companies and funds
The pandemic has undoubtedly fuelled 
investor demand for sustainable investing and 
this is trickling down amongst 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 began 
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 

intergenerational financial planning. It also 
enables parents to leave their children more 
than just a financial legacy. 

Two in five advised investors 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]Second chapter of Prudential UK’s Family Wealth 
Unlocked report. Research was carried by Opinium among 
a UK representative 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 for 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.

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. 

Reframed financial priorities
For many, the pandemic 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, the 
role inter-generational planning advice played, 
prior to the pandemic, was already a significant 
one[2]. Yet the COVID 19 pandemic has reframed 
financial priorities. Not just for those later in 
life with Inheritance Tax liabilities but for all 
generations.

Planet, environment and society
Once perhaps viewed as a fad, sustainable 
investing is becoming normalised, making 
it a fundamental building block within 

Planning for a sustainable future
COVID 19 increases desire for ethical investing for half of UK adults



Wealth preservation
Minimising the impact of Inheritance Tax on your estate

The latest Inheritance 
Tax (IHT) statistics  
show an additional 
4% was added to HM 

Revenue & Customs’ receipts compared 
to the previous year[1]. IHT is a tax 
payable when you die. Whether your 
beneficiaries have to pay it, and how 
much they’ll pay, is based on the value of 
your estate.

Your estate’s value is the value of the 
whole entirety of your assets. An asset is 
anything of value that is owned, for example: 
money, property, investments, businesses, 
possessions, payouts from life assurance not 
written under an appropriate trust, as well 
as any gifts made within seven years of your 
death. IHT is currently applied to estates 
worth more than £325,000, and will remain 
at this level until April 2026.

Surviving spouse
When the value of your estate exceeds this 
limit, known as the ‘nilrate band’, everything 
over the threshold is taxed at 40% (unless 
you’re leaving it to your surviving spouse, in 
which case no IHT needs to be paid).

For the 2021/22 tax year, there is also a 
‘residence nilrate band’ currently worth 
£175,000. If applicable to your particular 
situation, this is added to your nilrate band of 
£325,000 – so your estate could be worth up 
to £500,000 before any IHT is payable. 

So IHT planning should be considered  
but it’s important not to plan in isolation 
– it should be part of an overall strategy 
that encompasses your lifetime financial 
goals and assets, even though constituent 
parts may be executed separately and at 
different times. 

Source data:
[1] National Statistics Inheritance Tax statistics: 
commentary from HM Revenue & Customs updated  
29 July 2021.

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 & trust advice.

Emotional times
This increased tax take suggests that the 
Chancellor’s freeze on the nil rate band and 
residence nil rate band at the last Budget 
is beginning to have the desired effect. It is 
achieving the ‘fiscal drag’ it set out to do, 
particularly given that asset prices have 
soared following the depths of the pandemic 
and could continue to do so given inflation 
is on the up.

As a result, many more people could end 
up having to pay IHT without realising 
they would fall into the tax charge. It is 
vitally important people start to have 
conversations with loved ones to fully 
understand an estate and the value of it. 
While it isn’t always the most pleasant 
conversation, it is better to have it now 
than during more emotional times such as 
following a death.

Complicated tax 
With the government looking for ways to 
plug the holes in the public finances created 
by the pandemic, IHT will always be in 
focus. IHT is a complicated tax and one that 
requires a necessary level of knowledge to 
ensure you’re planning in the most  
tax-efficient way. 

Joe Bergin BA (Hons) FPFS 
Associate Director and 
Chartered Financial Planner
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Plan for tomorrow, live for today

Coping with life-changing events

Change is the only constant in 
life. It inevitably involves twists 
and turns, with some that are 
expected while others may be 
entirely unplanned. When this 
happens, it’s important to feel 
secure with the knowledge that 
you have the right contingency 
plan in place.

None of us can predict exactly what a 
life-changing event will be or when it 
will occur, and many of them will take 
you by surprise, whether good or bad. 
Here, we consider some major life 
events you can discuss with us.

ultimately a good thing – and it is 
possible to recover both financially 
and emotionally after a divorce.

We can help you plan for a sound 
financial future following divorce, to 
give you security and peace of mind, 
allowing you to move forward with 
your life.

Thinking about financial 
planning for long-term care
More people in the UK are living 
for longer, which is good news. 
However, this longevity brings certain 
challenges, such as how we will 
fund any long-term care that may 

Divorce and managing 
finances
Managing your finances after divorce 
can sometimes feel like an impossible 
task, especially if the amount of 
money coming into your household 
is much less than when you were 
married. For some people, divorce 
can mean financial devastation or 
hardship. 

You may lose half of what you have 
saved over the course of your adult 
life, and go into debt paying lawyer’s 
fees and other expenses. Yet as 
messy and painful as divorce can 
be, it is often both necessary and 
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proceeds can be stressful, upset your 
relationships and complicate your 
finances. 

During this difficult time we can help 
you to consider your options, assess 
any tax implications and decide how 
this inheritance could be used to 
provide you with financial security in 
the years ahead.

The importance of financial 
planning
Financial planning helps you 
determine your short and long-
term financial goals and create 
a balanced plan to meet those 
goals. The COVID 19 pandemic has 
demonstrated unequivocally that 
such unforeseen and unplanned-
for events can wreak havoc on our 
personal finances.

Establishing clarity around your 
finances is arguably one of the 
most critical things you can do for 
your overall financial success. It 
is important to understand your 
financial needs and then create a 
financial plan to meet them. Tax 
planning, prudent spending and 
careful budgeting will help you keep 
more of your hard-earned cash. 

We know you’ll have different 
priorities for your wealth at different 
points in your life. Whatever your 
financial aims, we can help you 
achieve them for both you and  
your family. 

Dealing with your finances in 
widowhood
Coping with the death of a loved 
one can be extremely hard. You will 
be dealing with lots of different 
emotions, finding it hard to process 
them and having difficulties moving 
on. Losing your loved one, whether 
expected or sudden, can prove 
almost too much to bear.

But it’s surprising how uninformed 
some spouses can be about each 
other’s financial lives. Even in 
marriages that consciously attempt 
to integrate finances (joint bank 
accounts, both names on the 
mortgage), a lot of financial activity 
is specific to one spouse, for 
example, a credit card, retirement 
planning, an ownership interest 
in a business, investments, a car 
with only one name on the finance 
agreement.

After the death of a spouse, your 
financial situation will likely be a 
major concern. We will take the 
time to understand your needs and 
recommend solutions personally 
tailored to you.

What to do and not do with 
an inheritance
Losing someone you care about is 
one of the hardest experiences in life. 
Receiving an inheritance probably 
means coping with the death of 
a loved and cherished member of 
your family or a friend. The emotion 
associated with bereavement often 
makes taking decisions about both 
their estate, and what you stand to 
inherit, difficult.

Most estates are settled within 
six to nine months in the UK, but 
it depends on the complexity 
of the estate. If it isn’t handled 
appropriately, the pressure of the 

be needed in the future. If you are 
one of the many people faced with 
helping a parent or another loved 
one find long-term care, then you are 
probably already grappling with a lot of 
questions. 

Among them: How can I bring this up 
in a way that won’t upset them? How 
are they, or how are we, going to pay 
for this? What type of living situation 
is best? 

Ageing comes with many joys and 
challenges. We can discuss with you 
the options to help cover your loved 
ones’ care needs now and in the future.

The emotion associated with 
bereavement often makes taking 
decisions about both their estate, and 
what you stand to inherit, difficult
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Providing an income or nest egg for your loved  
ones to enjoy, long after you are gone

What will happen to your  
pension when you die?

The way that you decide to take your 
pension will affect what you can do with 
it when you pass away. While it’s not 
always easy to talk about, the way you 
eventually pass on your pension has the 
biggest impact on other people, so it will 
help talking to your spouse, children or 
other people close to you when you’re 
deciding how you take your pension 
savings.

Pension death benefits
The type of benefits that can be paid (lump 
sum and/or income options) will depend on 
the scheme rules and the type of arrangement 
the benefits are being paid from. If you have 
the option to nominate whom you want to 
benefit, this may have an impact on the type 
of death benefits that can be paid.

Nominate a beneficiary
You can let your pension provider know whom 
you would want to leave your pension to in 
the event of your death (the nominee) by 
completing a nomination or expression of wish 
form. While this is not binding, it will be taken 
into account when paying death benefits. 

It’s therefore really important to keep this 
information up to date as your wishes and 
circumstances change. Contact your provider 
and ask for a nomination or expression of 
wish form to nominate who should inherit 
your pension.

Annuity death benefits
Rather than have your money die with you, 
you may have selected a guarantee period or a 

circumstances. They need to be over State 
Pension age to claim extra payments.

What they receive and how they claim will 
depend on whether they reached State Pension 
age before or after 6 April 2016. They will not 
get it if they remarry or form a new registered 
civil partnership before they reach State 
Pension age. 

If they reached State Pension age on or after 
6 April 2016 they’ll receive the ‘new State 
Pension’ and they may be able to inherit an 
extra payment on top of their pension if the 
deceased’s state pension included a ‘protected 
payment’. 

A pension is a long-term investment not 
normally accessible until age 55 (57 from april 
2028 unless the plan has a protected pension 
age). 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.

joint life option, or both, when you set up your 
annuity. This means an ongoing income will be 
paid to your loved ones for either a set period 
of time – or for the rest of their lives.

Flexi-access drawdown benefits
If you die before age 75 with your money in 
flexi-access drawdown, your spouse, partner, 
dependant or nominated beneficiary can stay 
in the flexi-access drawdown plan and take 
income tax-free or take the remaining value as 
a lump sum tax-free. They could also buy an 
annuity, where income would be paid tax-free.

If you die after age 75 with your money in 
flexi-access drawdown, your beneficiary can 
stay in the flexi-access drawdown plan and 
take income subject to tax at their marginal 
rate. They could also take the pension as a 
lump sum, which will be subject to income tax 
at their marginal rate, or buy an annuity where 
income is subject to tax at their marginal rate. 

Serious ill health
If you’re under the age of 75 and become 
seriously ill (you’re expected to have less 
than 12 months to live) you may be able to 
take your whole pension fund as a tax-free 
lump sum. If you’re over the age of 75 in this 
circumstance you may take any remaining 
pension as a cash lump sum, which will be 
added to your income and taxed accordingly.

What happens to your State Pension?
When you die, your husband, wife or 
registered civil partner may be entitled 
to receive some of your State Pension 
entitlements depending on individual 
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What’s happening with inflation?

Understanding inflation is an important 
factor when it comes to your financial 
success. If you don’t factor inflation in 
when deciding where to put your money 
– whether that’s savings accounts or 
investing – you could find your wealth 
shrinks over the years.

The current causes of higher inflation are 
largely COVID-related. The easing of lockdowns 
has boosted consumer confidence and 
unleashed pent-up demand. At the same time, 
bottlenecks in production and distribution are 
squeezing supplies – from building materials to 
foodstuffs. This supply and demand imbalance 
has forced up some prices.

The rate of inflation is the change in prices for 
goods and services over time. On 18 August, 
the Office for National Statistics reported the 
Consumer Prices Index measure of inflation 
saw a surprise slowdown in the year to July, 
down to the Bank of England’s target of 2% 
from 2.5% in June.

Growing realisation
A sustained period of low inflation may have 
blunted some people’s concerns about its 
consequences.  But with inflation, as measured 
by the Consumer Price Index (CPI) rising by 5.1% 
in the 12 months to November 2021 - it’s highest 
level in over 10 years - there is growing realisation 
of its effects on purchasing power and what you 
could buy with your savings over time.

Some investors and savers may 
underestimate the damaging effects of 
inflation on their wealth. 

rates rise, reflected in falling bond prices and 
rising yields.

Conversely, shares are generally a good 
investment during periods of modest inflation. 
A company’s fortunes typically track consumer 
demand and economic growth. If demand is 
strong, companies can raise prices, boosting 
the profits from which they pay dividends to 
their shareholders.

Track record 
Besides shares, there are other assets with 
a track record of doing well during times of 
moderate inflation. These include infrastructure 
assets, where income streams increase as 
demand grows and the assets mature.

Likewise, gold and other commodities can be 
useful stores of value to hedge against inflation. 
So the good news is that it is possible to get 
an inflation-beating return on your savings, as 
there are different investment opportunities. 
However, these involve taking on a little more 
risk than with a cash savings account. 

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 & trust 
advice.

Keeping money in the bank typically earns 
interest, but if the interest rate is lower than 
inflation, money or purchasing power is 
effectively being lost.

Pension savers
People on fixed incomes – such as those 
whose pensions aren’t inflation-linked or 
workers on a static wage – are especially 
vulnerable to the effects of inflation. As living 
costs rise, your money doesn’t go so far.

Pension savers need to think about what their 
savings might be worth during retirement – 
often a long time into the future. Inflation can 
make the difference between an enjoyable 
retirement and a frugal, worrisome one.

Above-inflation returns
That’s why you should consider mitigating the 
effects of inflation by investing at least some 
of your money in assets that aim to offer 
above-inflation returns.

Arguably, we can expect inflation to settle 
back to lower levels once the post-pandemic 
surge in demand has been sated and supply 
chains are smoothed out. But even so, with 
the global economy poised for a strong 
rebound, most central banks are keen to get 
back to ‘normal’ monetary conditions. So rock-
bottom interest rates can’t last forever.

Good investment
Bonds and other assets that pay a fixed 
income and/or a fixed investment return 
are especially vulnerable to inflation. Bonds 
become less valuable as inflation and interest 

Easing of lockdowns boosts consumer confidence and unleashes pent-up demand
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Have you made sure your plans are still on track?

Planning for a better financial future

It’s been over two years since 
the first novel COVID 19 case 
was detected. The economic 
impact of the pandemic has 
not been equally distributed 
amongst all adults and, where 
inequalities existed before the 
pandemic, these may have been 
widened or closed. 

Do I have an emergency fund  
I can access quickly?
While the pandemic is surely not an 
everyday occurrence, it could happen 
again and therefore it makes sense 
to have an emergency fund to cover 
essential spending for at least three 
to six months that can be accessed 
quickly.

If you have money set aside for 
emergencies, you’re far less likely to 
experience financial difficulties or 

The pandemic has caused a drop 
in household income for around a 
third of all UK adults according to a 
Financial Conduct Authority (FCA) 
survey[1].

But what lessons can be drawn about 
how attitudes towards our personal 
finances may need to change? You 
might want to start thinking about 
even the smallest changes you could 
make to put yourself in a better 
financial situation in the future.
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have to borrow at a high interest 
rate if things go wrong or your 
circumstances change. The impact 
of COVID 19 surprised everyone, and 
it’s definitely been a very challenging 
time financially for many families.

If you already have an emergency 
fund in place and you’re able to 
still contribute, you might consider 
continuing to put money into it to 
give yourself a financial cushion in 
light of these uncertain times.

Am I covered for loss of income if 
I’m unable to work?
Regardless of your age, health, level of 
financial independence or homeowner 
status, you are most likely to have some 
form of regular financial outgoings.

You might need income protection 
insurance if you are self-employed, are 
employed but your employer offers limited 
sickness benefits, have limited savings, 
have dependants or people relying on your 
income or you are single and responsible 
for all household expenses

Income protection insurance provides a 
monthly replacement income, tax-free, if 
you are forced to stop work for a specified 
medical reason. It can pay out for stress-
related or mental health illnesses, as well 
as physical or sudden health conditions 
such as back pain, cancer or a stroke. 

Income protection gives you the peace of 
mind that your bills will be paid if you are 
off work due to illness or injury. Typically 
you are covered until retirement or 
returning to work, depending on the  
policy taken out. 

Most people in the UK are eligible for up 
to 28 weeks’ statutory sick pay, funded by 
the government, if they are too ill to work. 
But this is currently only £96.35 a week 
(tax year 2021/22), which is why some 
form of personal insurance could  
be needed. 

Source data:
[1]https://www.fca.org.uk/insight/gender-personal-
finances-and-COVID 19#:~:text=The%20
pandemic%20has%20caused%20a,changes%20
in%20their%20financial%20situation.

But if you don’t have an emergency 
fund to fall back on, now is the 
time to start building one. Knowing 
you’ve got some money tucked 
away might help you sleep better  
at night too.

Do I have life insurance 
cover alongside my death in 
service?
In the future, what if your employer 
releases you as part of the layoffs 
forced by something like the COVID 
19 pandemic? If you have death in 
service benefit from your employer, 
it’s understandable to question 
whether you really need a separate 
life insurance policy.

However, it’s generally a good 
idea to have life insurance cover 
alongside your death in service 
benefit. For example, even if you 
have a generous employer, the 
payout from the death in service 
cover may not be enough to pay off 
your mortgage in its entirety. And 
even if it does, it may leave your 
loved ones with only a small amount 
left over to cover the various other 
costs they will have to deal with 
after you have passed away, from 
your funeral to getting by without 
your regular income.

There’s also the fact that very few 
of us stay in the same job for our 
entire working lives. So while you 
may have a generous scheme in 
place currently, you could move to 
a new job with a better salary but 
which has smaller death in service 
protection, or even no cover at all.

Having a dedicated life insurance 
policy protects you against that 
variance, ensuring that your loved 
ones are financially protected in all 
eventualities should you pass away. 
Any death in service payout can 
then be viewed as a bonus.

If you have money set aside for emergencies, 
you’re far less likely to experience financial 
difficulties or have to borrow at a high interest 
rate if things go wrong or circumstances change
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