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Monday 7th September 2015  
 
Dear  
 
Welcome to our third newsletter of the year and with the flurry of economic activity we’ve 
seen these past two weeks, it makes a welcome change to be taking a pause to write to you 
and to reflect on recent market changes. In addition to bringing you up to date with our 
thoughts on the current economic unrest, we have also taken this opportunity to bring you up 
to date on some of the key changes brought in during July’s emergency Budget, rules on 
pensions if you pass away and on the Financial Services Compensation Scheme. As always, 
we pepper this with some ‘lighter’ news on our own activities! 
 
These past few months we have seen the business continue to grow and we are delighted to 
welcome on board a number of new clients. We must say thank you to our clients who have 
passed on our details, as the vast majority of our new clients have come from referrals. As 
you know, nothing pleases us more than having our services personally recommended and we 
remain very grateful for all of the positive publicity you provide for us!  
 
We kick off this quarter’s newsletter with an extended review of the current marketplace. 
Whilst we would not normally go into such detail, we did feel it pertinent to provide some 
additional background information to help you to understand why markets are responding in 
the way that they are at this time. For this reason, for those of you who benefit from our full 
portfolio review service, we have not repeated this information in the update letter we have 
provided for you and instead have included all our commentary below.  
 
Finally, we are very aware that there is a lot of press and news coverage at the moment on 
world markets. With this in mind, if you do have any concerns or questions – please do get in 
touch. You can also rest assured that we will be in touch if we think there is a need, so you 
can rest easy and move forward without having to worry about your investment holdings.  
 
Worldwide Economic Round Up  
 
Looking first to Europe, August saw Eurozone finance ministers reach a formal agreement on 
the latest bail-out package for Greece, although fresh political turmoil was then triggered by 
the resignation of the country’s prime minister Alexis Tsipras. The Greek stockmarket 
reopened at the start of the month, having remained closed for the whole of July.  
 
 
 
	



Whilst the third Greek bailout has calmed markets in the short term, the problems which have 
been exposed remain serious. Looking back, the introduction of the Euro has been a success 
in many ways and certainly accelerated trade within Europe; however some of the Euro-
sceptics are now reminding us of their original concerns.  
 
Before the Euro the currency markets absorbed the different performance of the various 
European economies through upward and downward changes in valuation. Under this system 
the Greek crisis would not have occurred, as Greek Drachma would have fallen in value to 
reflect the country’s poor economic performance, providing a boost to exports and 
effectively, a wage cut through inflation locally.  
 
The Euro at present is barely more than a hard currency peg. This ring fences economic 
imbalances in the short term but when they eventually break through it is much more serious 
as we have seen with Greece. A true union requires an on-going transfer of funds from the 
wealthy areas to the less wealthy areas and many economists (and the IMF) agree that writing 
off Greek debt is essential for a sustainable recovery. The problem is that Europe is run by a 
collection of nationalistic agendas and political power within Europe is elected locally.  
 
For example German voters are bitterly opposed to allowing their tax revenues to be used to 
bail out Greece and other failing economies. Any German party in favour of this is unlikely to 
get many votes and therefore pro-European messages are becoming increasingly rare. We 
have seen this swing of the electorate in the UK too, with UKIP collecting 12.6% of the vote 
(Source BBC coverage). The only ‘true’ European with significant influence is Mario Draghi 
whose mandate as President of the European Central Bank is to focus on the whole currency 
union.  
 
The pressure of nationalist sentiment was clearly evident during the recent Greek crisis as 
Mario Draghi wanted to maintain liquidity to Greek banks whilst Germany became 
increasingly hostile. The will of Germany eventually won out, as the ECB capped liquidity 
despite Greece not actually being in default at that time. The consequential collapse of Greek 
Banks brought the economy to its knees and forced a harsh settlement on the Greek 
government. This shows that when it matters, the Bundesbank is more powerful than the 
ECB, whilst it only represents German interests rather than those of Europe as a whole.  
 
Against this backdrop, European equities are currently presenting good value for money when 
compared to their US counterparts and this bodes well for short-term performance, now that 
the immediate problems of Greece have been deferred. The longer-term structural problems 
suggest that short-term crises are going to come and go until Europe eventually achieves a 
full union, or the Euro loses members. This benefit of a full union can be seen in the 
performance of the US economy, but it would require a fundamental shift in mindset for 
national agendas to be dropped in favour of a European agenda and many now believe that 
this simply may not be possible. With this in mind, we continue to propose that investment 
exposure to Europe is sensible, albeit that careful ongoing monitoring of the longer term 
prospects of the European Union as a whole is required.  
 
Events further afield have also had a significant effect on Global financial markets, which 
experienced exceptionally high levels of volatility during August and early September as 
mounting concerns over the outlook for China’s economy came to a head. Over the month of 
August as a whole, the Shanghai Composite index fell by 12.5%, experiencing daily volatility 
on a sizeable scale as investors reacted to disappointing economic data. In a bid to reassure 
investors, the People’s Bank of China cut its key interest rate and also took the decision to 
devalue the Yuan against the US Dollar.  
 
In many respects an element of correction of the Chinese stockmarket was expected. China’s 
stockmarket has experienced a meteoric rise over the last year, more than doubling over the 



twelve months preceding it’s peak in mid June. Since this time, we have seen a correction as 
the index has fallen by 38%. 
 
Asian and Emerging markets have been steadily increasing their economic strength for years, 
which is supported by strong demographics, whilst their investment value has deteriorated 
significantly. Typically, these two trends would not be opposed to each other for long periods. 
Some of the head winds such as Dollar strength and Chinese slowing growth are medium 
term factors; however the commodity cycle seems near a bottom, especially if economic 
growth globally, remains positive. Consequently this does not seem the right time to reduce 
exposure to these markets within our investment portfolios, although again we continue to 
monitor the situation closely.  
 
Looking to the US and our home market, the somewhat chaotic financial markets and 
persistent weakness in the price of oil fuelled speculation that the US’s and the UK’s central 
banks might decide to postpone long-anticipated increases in their key interest rates. In the 
UK, share prices in the mining sector suffered particularly steep falls during August, 
hampered by concerns over the prospect of a slowdown in demand for raw materials from 
China. Over the month, the FTSE 100 index fell 6.7%. 
 
Any rate increase in the US will be the first for a decade and this will mark the end of 
emergency interest rates. The general strength of the US economy, employment market and 
rising inflation expectations are likely to lead the Federal Reserve to make an increase and 
this has already been spelt out by Janet Yellen. We expect the first rate rise to occur in 
September and be as little as 1/8th of a percent, with the UK following in early 2016. Having 
said that, we have been predicting this for quite some time now – so we will continue to 
watch this space!  
 
The impact of this rate rise is negligible in economic terms but significant psychologically as 
it marks a turn in interest rate cycles. Market commentators expect future interest rate 
increases to be subdued, with rates likely to be around 1% at the end of 2016. Interest rate 
increases are generally expected to slow the economy by increasing the cost of borrowing. On 
this occasion the outcome may be different to the traditional expectation due to the effects of 
QE. The initial expectation of QE was that printed money invested into the bond market 
would filter into the real economy and provide a significant stimulus. The main concern at the 
time was the potential for inflation to rise, but in the event, neither the stimulus nor the 
inflationary pressures appeared as feared. Instead much of the money created became ‘stuck’ 
in bloated bond markets and has remained there, leading to QE programs running far longer 
than originally expected, driven by the fear of deflation.  
 
Bond markets have already shown some signs of decline and interest rate increases may 
accelerate this trend. This will push capital out of these markets and potentially unlock some 
of the QE potential which has not yet been realised. The effect could be that initial interest 
rate cuts provide more of a stimulus rather than a brake to economic growth. In this case the 
interest rate rises have the potential to cause poor returns in sectors sensitive to the cost of 
capital including property, which has been a ‘darling’ asset class in recent months.  

All in all then, you can see there are a lot of factors influencing world markets at present with 
an unusual set of circumstances (low oil prices, European issues, Chinese uncertainty and US 
& UK interest rate rises) all playing their own part in dictating the response of market forces. 
We continue to monitor these situations and have adapted our investment portfolios where we 
think it is warranted to take advantage of these opportunities, whilst also ensuring that they 
are well structured to weather any shorter term storms.  

 



Exam Success 

There’s been an air of exam frenzy in the office these past few months and we are very 
pleased to confirm that there’s been a clean sweep of success across the board!  

Kevin has successfully passed his Society for Trust and Estate Planning certificate, cementing 
his knowledge in Trust legislation and succession planning. This is especially valuable as we 
begin to grow the Estate Planning business in response to your desire for additional support 
and advice in this area.  

James has been incredibly quick off the mark ensuring that he is fully up to speed with the 
recent changes to pension legislation and is one of only a handful of candidates to 
successfully pass the new Chartered Insurance Institute Exam on this topic. This allows us to 
be even more confident that our knowledge is as comprehensive as possible in an area which 
has undergone radical changes in the past 12 months as pension freedom rules have come into 
force.  

Jody has gained a further qualification in the area of Long Term Care, for those in need of 
advice on how to fund care costs and ensure that they are claiming all eligible benefits. This is 
an area in which we are seeing an increasing number of enquiries and which does require 
specialist knowledge to help allow individuals to balance their future care needs with the 
desire to protect their wealth. 

And last but by no means least, both Jordon and Jade have successfully passed the first 
module on their road to becoming Diploma qualified individuals (the industry standard for 
anyone looking to advise and develop in technical roles). This is no mean feat as the first 
module is a painstaking history of the industry, its statutes, laws and a general overview of all 
aspects of advice. The subject matter is comprehensive and somewhat dry, so we are very 
pleased that they have both passed and we’re enjoying seeing them both moving on to apply 
this knowledge into practical work within the business. In fact Jade has subsequently gone on 
to pass a further module within the Diploma and Jordon is due to sit his next exam in a matter 
of weeks so it appears as though there is no stopping either of them now!  

We are very committed to ensuring that whole team has a breadth of knowledge and expertise 
and that we keep ourselves up to date in the fast paced environment we work in. This is the 
first time in a while that we’ve had everyone studying and it’s been infectious! Watch out for 
more exam successes in future newsletters!   

New Inheritance Tax rules & improved pension rules  

In our last newsletter, we mentioned that we were awaiting the outcome of the emergency 
budget to see whether the new Conservative government came good on their promise to 
introduce further changes to Inheritance Tax rules. 

We were very pleased to see that they have indeed seen through their pledge to further reduce 
the number of people who will be liable to Inheritance Tax (IHT). By way of a reminder, IHT 
is currently levied at a rate of 40% on the value of an estate above the tax-free threshold, 
which has been frozen at £325,000 per person since 2009. Married couples and civil partners 
are entitled to double the allowance, passing on assets to their children or other relations 
worth up to £650,000 before a tax charge is triggered.  

Under the new rules, the Government have added a “family home allowance”, eventually 
worth £175,000 per person, to the existing £325,000 tax free allowance from April 6, 2017. 
As always, there are a few nuances to these rules and whilst the press coverage has widely 



touted a new ‘£1m IHT allowance’ the reality is a little different. Firstly the change is being 
brought in gradually. The allowance will be worth £100,000 in 2017-18, £125,000 in 2018-
19, £150,000 in 2019-20, and £175,000 in 2020-21. This will allow individuals to pass on 
assets worth up to £500,000, as long as there is a family home, without paying any IHT at all, 
but not until 2020 onwards. For married couples and civil partners, the total will be increased 
to £1m.  

In regards to some of the smaller detail, anyone who wants to downsize to a smaller property 
will be eligible for an “Inheritance Tax credit” so that even if they sell an expensive property 
they will still qualify for the new threshold, providing the bulk of the estate is left to direct 
descendants. This is an attempt to encourage pensioners to free up larger properties for 
growing families. It is also worthy of note that the allowance is only in place if the property is 
being passed onto a ‘direct descendant’ (classed as children, step-children and grandchildren). 
Finally the allowance will be gradually withdrawn for estates worth more than £2m.  

Whilst this will be welcome news for many, we continue to stress the importance of planning 
to mitigate Inheritance Tax if this is important to you, as property continues to ‘use up’ so 
much of the nil rate band. There is also much which can be done to help reduce an Inheritance 
Tax liability….with sufficient time!  

Whilst we’re on the topic of rule changes, thanks to new pension rules the tax treatment of 
pensions on death has also vastly improved, for benefits first paid after 6 April 2015. There is 
an end to the punitive 55% pensions "death tax" and benefits can even now be paid out tax 
free, in some circumstances. 

To help aid your understanding, the table below shows how benefits will be paid on death. 
Pensions are typically held in trust outside your estate and so continue to be free of 
Inheritance Tax (IHT) in most cases. If you make a pension contribution, move funds into 
drawdown or reduce the income you are drawing from your drawdown plan while in ill health 
or within two years of death the funds may still be liable to IHT. Tax charges may also apply 
if you exceed the lifetime allowance and die before age 75. 

How can your 
pension be passed 

on? 
If you die before age 75 If you die on or after age 75 

Lump sum Free of income tax. Subject to 45% tax for payments made 
between 6 April 2015 and 6 April 2016. 

Taxed as income* for payments made 
from 6 April 2016. 

Income Free of income tax via an annuity or 
drawdown (both options available to 
any dependent or nominated 
beneficiary). 

Taxed as income* via an annuity or 
drawdown (both options available to any 
dependent or nominated beneficiary). 

*Income is taxed at the beneficiary's/beneficiaries' rate of income tax. 

We have taken this opportunity to review all of the pension plans we look after for you and 
we have spotted a number of pensions which we believe do not have up to date instructions 
on where you would like death benefits to be paid.  Where this is the case, we have enclosed 
the relevant paperwork to correct this and would simply ask that you have a read over the 
covering letter and complete and return the form. If no paperwork is enclosed – it means our 
records are already up to date for you and no action is necessary.  



There are many tax benefits and logistical issues which can be overcome by ensuring that all 
of your paperwork is up to date and that your affairs are in order. If you think your paperwork 
might be due an audit or you would like a review of your Inheritance Tax position, please let 
us know and we will be happy to help.  

Changes to the Financial Services Compensation Scheme (FSCS) 

Finally we would just like to bring your attention to a forthcoming change to the protection 
offered to savers under the Financial Services Compensation Scheme (FSCS). As you may be 
aware, savers are protected by the Financial Services Compensation Scheme (FSCS) on 
savings up to £85,000, in the event of a bank or building society going bust. From 1st January 
2016 this limit will be cut to £75,000. It is important to note that this limit is per person, per 
institution so if you have cash savings with a particular bank or building society in excess of 
£75,000 you have until January 2016 to re-deposit some of the money with an alternative 
bank to keep you within the £75,000 limit. The limit is also per banking license which some 
institutions share. For example, Bank of Scotland share a license with the AA, Aviva, BM 
Savings and Halifax. It is therefore important to check that you are not spreading cash across 
institutions with the same banking license. The limit for a joint account has been cut from 
£170,000 to £150,000. 
 
An additional change is that the FSCS has announced that bank customers who have large 
sums within their account as a result of selling a home or preparing to buy a new home will 
have up to £1m protected. This new cap is already in force, and is in addition to the current 
limit. 
 
It seems sensible that for those of you who continue to hold sizeable deposits on cash that you 
adjust your holdings to account for these new rules and we thought this update would give 
you plenty of time to do so. If you would like us to check any links between bank account 
holdings you have – please let us know and we will be happy to help. 
 
As always, we encourage you to talk through with us any questions you might have on any 
areas covered within this newsletter, or indeed any other areas of concern. We are always 
happy to help. 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                              
All that leaves is for us to provide you with our best wishes for a happy and healthy Autumn.  
 
With best wishes, 
 
 
 
Kevin Caple      Jody Banks 
Director.     Director.   
	


