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Wednesday 17th June 2015  
 
Dear XXX 
 
We hope our letter finds you well. We are just beginning to experience a slightly quieter 
period as we tidy up our end of tax year planning and begin to look ahead to our new 
company year, which begins in August. These past twelve months have been fantastic for the 
business and we’ve been delighted to welcome on board a number of new clients. This has 
also necessitated a number of expansions to our support team, allowing us to continue to 
make improvements to the services and expertise we provide.  
 
With this in mind we would like to take this opportunity to say a very big thank you for your 
continued support of the business.  
 
Next year we are keen to continue to grow on these foundations. We have noted that this year 
there has been a real demand placed on our services around the tax year end. We have also 
been busy with queries following on from the changing rules on pensions, both in relation to 
how your pension funds can be accessed and how much you can now save into your pension 
arrangements. We have a sizeable level of expertise in this area and therefore, if you do know 
of anyone who is looking for help in this field – we would welcome the introduction. We are 
also taking steps to ensure that we have additional support in the offices at these busy times, 
so as to ensure we can continue to deliver the service levels you expect without delay. 
 
For those of you who are new to our newsletter process, we typically write out every quarter 
to keep you posted on both general issues affecting investors at this time, together with news 
on our own plans and ways in which we might be able to assist you. This quarter we share 
some thoughts on how the new Conservative government is likely to effect you over the 
coming months and years, in addition to providing our standard round up on investment 
markets. We’ve also provided some thoughts on the pros and cons of buy to let properties and 
our views on inflation as we experience a period of deflation for the first time in fifty years.  
 
A new Conservative Era 
 
With election fever finally at an end, financial markets generally reacted positively to the 
news that the Conservative Party had won a slim majority. A clear Conservative majority, 
albeit slender, should allow the elected party to enact government policy, while preventing a 
period of ambiguity while the terms of a coalition are negotiated – positive news generally for 
investors. 
 
 
 
 



It was largely forecast that we should expect another hung parliament and therefore financial 
markets had not really factored in the possibility of an outright majority. As a result, share 
prices rose on relief that an element of uncertainty – which markets hate – had been removed. 
In particular, the news provided a boost for share prices in the banking, energy and 
housebuilding sectors, which had all been expected to come under pressure from a Labour 
government. 
 
For now, at least, the election result has provided a certain amount of clarity amid hopes that 
current government policy will remain in place. This clarity is expected to deliver a short-
term confidence boost for investors and is also likely to provide support for business 
investment in the longer term. In addition we can be confident that recent rule changes – 
especially those surrounding pensions are likely to be here for the foreseeable future, allowing 
us to advise with more certainty.  
 
With the General Election now out of the way, attention is likely to revert to the timing and 
scale of an interest-rate rise while, looking further into the future, political uncertainties will 
be kept alive by doubt over the UK’s role within the European Union (EU) and the thorny 
issue of Scottish independence.  
 
Looking ahead 
 
The next notable date in our diary is the 8th July, when an emergency budget will be presented 
by George Osborne. Treasury sources say the budget will address Britain’s poor productivity 
record and is also likely to announce plans to create 3 million new apprenticeships. A large 
proportion of the budget is likely to be focused on a fresh bout of austerity, with Osborne 
keen to get unpopular measures out of the way early in the parliament, in readiness for pre-
election tax cuts once the public finances have improved. The timing of the budget in early 
July will allow the Office for Budget Responsibility to produce new forecasts for the 
economy and the public finances, while giving time for a finance bill to be passed before 
parliament rises for its summer recess. We will be back in touch after the 8th of July if there 
are any surprises in the Budget, or any areas in which we think prompt action would benefit 
you.  

Perhaps one of the most notable Conservative election pledges from our perspective related to 
a change in inheritance tax rules, which will potentially provide a new £175,000 per person 
transferable allowance when you pass on your main residence to children or grandchildren. 
This would mean that – combined with the existing £325,000 nil-rate band each person has on 
death, parents would be able to pass on property worth up to £1million free of inheritance tax. 
This is clearly welcome news for many.  

We were surprised that this was not mentioned in the recent Queen’s Speech and await now 
for a further update on the 8th July on when this change might take place. We anticipate that 
this is unlikely to be before 2017 (the date at which current legislation allows for a change). 
We know that this is an area of interest for many of you, so we will keep you posted as and 
when we know more.  

Market Roundup 
 
Investor sentiment remained fragile during May and into June, amid continuing fear over 
Greece’s financial future and equity markets experienced relatively high levels of daily 
volatility – particularly in Europe. Greece’s predicament remains unresolved as the country 
continues to default on repayments to its international creditors. The Athens Composite index 
rose 0.3% during May but experienced substantial daily swings. By way of comparison, 
Germany’s Dax index fell 0.4% over the month while France’s CAC 40 index fell 0.8%. 



 
Notwithstanding ongoing uncertainties surrounding Greece’s situation, the European 
Commission increased its forecast for economic expansion in the euro area this year to 1.5%, 
citing supportive factors including the lower oil price and euro weakness. In further good 
news, the eurozone’s economy posted its strongest quarterly growth since 2013 during the 
first three months of 2015, expanding at a quarterly rate of 0.4%. 
 
In the UK, investors generally welcomed the news the Conservative Party had achieved an 
unexpected majority in the General Election. Although the UK did slide into deflation for the 
first time since March 1960 during April, the Bank of England believes the rate of inflation 
will pick up during the second half of the year – which latest inflation figures support as we 
revert back to positive territory. Over May as a whole, the FTSE 100 index edged 0.3% 
higher, which has reversed in June as we have witnessed further investment volatility.  
 
Across the Atlantic, investor confidence was rattled by the news the US economy had 
contracted at an annualised rate of 0.7% during the first quarter of 2015. Previous calculations 
had indicated growth of 0.2%. Optimism was further undermined by the news that, during 
March, the US trade deficit rose to its highest level since 2008. On a brighter note, positive 
employment data provided a boost for sentiment while, elsewhere, minutes from a recent 
meeting of US Federal Reserve policymakers suggested most officials do not expect an 
imminent increase in interest rates. The Dow Jones Industrial Average index rose 1% during 
May. 
 
In Japan meanwhile, the Nikkei 225 index reached its highest closing level for 15 years, 
boosted by better-than-expected trade data. Exports rose at an annualised rate of 8% during 
April, while imports fell by 4.2%. Inflation rose at an annualised rate of 0.3% during April 
while Japan’s rate of unemployment eased from 3.4% in March to 3.3% in April. Over May 
as a whole, the Nikkei 225 index outperformed most other major equity markets, rising by 
5.3%.  
 
For those of you who benefit from our portfolio review service, we continue to monitor the 
effect that these market movements are having on the overall performance of your 
investments. This quarter we are, again, recommending changes in order to ensure your 
portfolios are well positioned to weather the current period of volatility we are experiencing 
and which we expect will continue over the coming year. For those of you who do not benefit 
from our review service, please get in touch if you have any concerns in relation to the 
performance of your investments and we will be happy to discuss whether an ad hoc review 
might be advantageous.   
 
Inflation vs Deflation 
 
After spending several months hovering on the brink, the UK finally slipped into deflation for 
the first time since March 1960 during April. Consumer Price Index inflation dropped at an 
annualised rate of -0.1% in April, according to the Office for National Statistics, pulled down 
by lower transport costs, a steep fall in the price of oil, the strength of sterling and intense 
competition among food retailers. 
 
The Bank of England had anticipated the UK would fall into deflationary territory in the short 
term and inflation is expected to rebound towards the end of the year and in fact we have 
already seen inflation return to positive territory in May. Governor Mark Carney has stressed 
that “a temporary period of falling prices should not be mistaken for the potentially damaging 
process of widespread and persistent deflation”, and the Bank of England expects inflation to 
reach its government-set target of 2% within the next two years. 
 
Other countries elsewhere in the world – particularly in the Eurozone – are also experiencing 



deflation, caused primarily by dramatic falls in energy prices. Nevertheless, because its 
underlying fundamentals are generally robust, the UK is not expected to languish in deflation 
for an extended period and temporary periods in deflation might actually help to provide an 
additional boost for the UK economy as consumers take advantage of rising wages alongside 
falling prices. So far, there is no evidence to suggest British consumers are delaying 
purchases in the expectation prices will continue a sustained decline.  
 
The Pros and Cons of Buy to Let 
 
We are often asked by clients whether buy to let properties are a good investment 
opportunity. Whilst there are no hard and fast rules on investing in property, there are a 
number of points worth considering before making an investment. Firstly, life as a buy to let 
landlord involves much more than collecting the rent!  With the right property and the right 
tenants, becoming a landlord can be a rewarding way to invest your money. You can generate 
an income and meet any repayments on your mortgage through rental payments. 

This is the key to a successful buy-to-let investment; renting out your property to people who 
will pay your mortgage for you and also provide some extra income. If you take advantage of 
a low buy-to-let mortgage rate you could increase your profit further. And although you'll 
always face unwanted and unexpected costs when you invest in a buy-to-let property, you can 
at least offset the cost against tax. 

Whilst property prices have fluctuated in recent years, property is still a relatively safe long 
term investment. Property prices will go up and down, but over the long term they should 
increase. If you are able to buy in an up and coming area you could also see significant 
growth in the value of your property. 

However, there are also downsides to property investing. A buy-to-let is great - when you 
have tenants paying rent! However there is no guarantee that your property will be occupied 
all the time, and when it isn't you'll potentially need to make the mortgage payments without 
any rental income, or if the property is owned outright, receive no returns whilst the property 
lies empty. In addition to finding reliable, trustworthy tenants, you are also responsible for 
maintaining the property. This can be both costly and time consuming. Quite often we see 
clients purchasing second properties at a point when they are looking to wind down. It’s 
worth noting that if there’s a problem at the property this can put you on call 24/7 – not a job 
most people relish!  

We encourage all investors who have purchased second properties to sit down and go through 
their figures to ensure that the returns they are generating are really as good as they think they 
are, once they account for tax and costs. Often we find people are surprised at the yields they 
are actually generating.  And, whilst you could employ an agency to manage your property 
for you, to reduce the burden of finding tenants or resolving problems this will come at a cost, 
which could eat into your profits.  

Finally the tax on eventual sale of the property can be a real sting in the tale especially where 
the property itself has grown sizeably in value. The gain will be subject to capital gains tax 
with only a small sum being available to offset in the form of your annual capital gains tax 
allowance (currently £11,100) and the rate of tax can be very high – 18% for basic rate tax 
payers and 28% for higher or additional rate tax payers. The gain itself can also push people 
up into higher brackets, something that is often overlooked. This is often the point at which 
we are contacted to see if we can assist! We can, however, it can be tricky trying to mitigate 
this tax liability.  



For this reason, it’s worth regularly reviewing any buy to let properties and looking to ensure 
that a property forms a part of a broader, more diversified investment portfolio.  

Sharing Profit 

As many of you will be aware, we are keen to support local charities. We were happy to lend 
our support to Gloucestershire Young Carers last month and we are looking forward to 
sponsoring another local event – Milefest in July. Milefest is a music festival raising valuable 
funds for The Milestone School, a school which provides amazing support for children with 
special needs within the County. This year the festival will take place over the weekend of the 
3rd and 4th of July, in Hartpury and promises to be a fun event for the whole family. We will 
be lending our support on the Saturday, so if you do fancy a day out and would like to find 
out more, details can be found at www.milefest.co.uk 

We also have a growing ‘pot’ of money which we have set aside over the course of the year 
to support charities which are close to both our hearts and yours. By way of a reminder if you 
are fundraising or you know of a good cause which is struggling for funds, then please let us 
know and we’ll see what we can do! 
 
As always, if you have any questions in relation to your investments or in regards to markets 
generally, we are always on hand to help. Whilst we are entering into our holiday period, we 
make every effort to ensure both our offices are always manned and Kevin and Jody are 
always available via their mobiles.  

We look forward to continuing to work with you as we enter our sixth year (wow how time 
has flown!) and in the meantime, wish you a very happy and healthy summer.  

Kind regards,  

 
 
 
Kevin Caple     Jody Banks 
Director     Director. 

  

 


