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Wednesday 9th December 2015  
 
Dear  
 
Welcome to our last newsletter of 2015. As the year draws to an end, we find ourselves with 
lots of ground to cover! We have witnessed a very interesting period in investment markets as 
they respond to continued global unrest, which we give some consideration to in our economic 
update below.  
 
For those of you who benefit from our portfolio review service, we have elected to keep the 
underlying investment funds within your plans unchanged this quarter, as we have been 
pleased with the way in which they have weathered recent market volatility. We do have a 
number of clients whose plans are reviewed annually rather than quarterly, due to the type of 
investments they hold. For those of you with these types of plans, you will find enclosed new 
recommendations which detail a set of fund change recommendations, together with the 
relevant paperwork to transact these changes.  
 
With this in mind, we are not issuing a separate economic update this quarter and instead we 
will give some additional focus to the current investment markets in our economic update 
below. We have also provided a brief update on some of the announcements the Chancellor 
made in his recent Autumn Statement, focusing in particular on the items we think are going to 
be of interest to you. We have fielded a number of queries over the past few months in relation 
to the change that is coming to the way in which dividends are taxed and we are seeing an 
increasing level of press coverage focusing on the new State Pension, so again you will find 
some further information included in this newsletter on these two items too. Finally we’ve 
confirmed our Christmas opening times and brought you up to date on some of our own 
news…phew! Let’s get started by looking at what is causing the current uncertainty in 
investment markets and bring you up to date on what this actually means in relation to 
investment returns.   
 
Economic Update 
 
Although major equity markets generally rose over November, investor sentiment was 
undermined by mounting geopolitical tensions. In particular, the terrorist atrocities that took 
place mid-month in Paris shook investor confidence, with share prices in travel and tourism 
companies especially affected. That being said, interestingly overall the world stock markets 
generally responded well with the UK FTSE ending the month level, the France’s benchmark 
CAC 40 index rising by 1.2% and Germany’s DAX index climbing up by 4.9%. 
 
 
 
 



However, we did see some sizeable fluctuations in the value of worldwide stock markets at the 
end of last week. This was prompted by an announcement by European Central Bank president 
Mario Draghi that quantitative easing would be extended by a further six months to March 
2017 and deposit rates on centralised bank balances would be reduced to -0.3%. The markets 
clearly expected more decisive measures than this from the Central Bank to address the 
inflationary problems being experienced in Europe. Subsequently we saw drops across all main 
markets, combined with some significant currency swings. The markets appear to have calmed 
this week, but the response to such announcements continues to show just how responsive 
investment markets are at present to investor sentiment.  
 
Looking further afield, investors continued to scrutinise US economic data closely during 
November ahead of the monetary policy meeting of the Federal Open Market Committee 
(FOMC) in December. Expectations of an increase in the Federal Reserve’s key interest rate 
were fuelled by better than expected employment data and signs of an inflation rebound. 
Meanwhile, minutes from the FOMC’s October meeting suggested the criteria required to 
bring about a rate increase ‘could well be met’ by the committee’s next meeting, which we 
await on the 16th of this month. It has long been touted that should US interest rates rise, the 
UK will not fall far behind, however with inflation here still running well below the 2% target, 
it remains to be seen whether we will indeed follow suit. Certainly more recent commentary 
from the Bank of England suggests that any interest rate rise will be very gradual and is likely 
to be phased in over the coming 2 years.  
 
In the background, concerns over a number of European member states (such as Greece and 
Portugal) defaulting on debt continue as do concerns surrounding the continued slow down of 
growth in China which could impact global economic growth.  
 
Whilst this may all seem a little doom and gloom, it follows a pattern of ups and downs which 
investors have experienced now for a period almost spanning over ten years. The credit crisis 
crippled global banks and international stock markets in 2008/2009 and has been followed by a 
series of other crises including defaults by Euro members, US debt ceiling negotiations, Arab 
Springs, the Russian incursion into Crimea and more recently concerns of a slowdown in Asia 
and more specifically in China. During the entire period since 2009 Western economies have 
been operating on emergency interest rates at near zero. This has been combined with 
quantitative easing programs that provide a route for printed money to enter the global 
economy through Government debt markets, with the intention of creating artificial stimulus. 
These policies have been successful but have also distorted global markets, creating some 
investment ‘hot spots’ whilst leaving some areas colder than they deserve.  
 
Similarly, there have been a number of bubbles created in various asset classes during the 
period of quantitative easing. Gold is one of the most notable bubbles and has been deflating 
since 2011. Others include bitcoin, silver, oil and other commodities. However, the bubble 
which is yet to show any serious signs of deflating is within the fixed income market and is 
directly linked to the quantitative easing ‘defibrillator’. In the event of normalisation through 
interest rate increases, this market potentially has the furthest to fall.  
 
Having said all of this, growth has been re-established in Western economies post credit crisis 
and the slowdown in China is now likely to be perceived to be worse than it really is. China is 
in a position to stimulate economically if needed and the authorities are expected to be open to 
this action. The Federal Reserve is also open to further quantitative easing if required (it seems 
unlikely this will be needed) whilst Japan and Europe continue to print money and will extend 
this policy until they see growth or inflation.  
 
As the Federal Reserve moves closer to increasing interest rates for the first time in a decade, 
markets are jittery as the end of easy money comes into sight and the process of normalisation 



begins. Despite all of this investors over this 10 year period will have largely benefitted from 
continued exposure to equity markets, especially where the underlying investments have been 
well spread and monitored. Global growth is expected to remain positive and we expect long 
term investors to continue to enjoy good returns above cash and inflation whilst fixed interest 
markets look vulnerable.  
 
In conclusion, further stimulus will be applied if needed, but it is likely that enough has been 
applied already. Inflation and growth are expected to come through going forward, especially 
as the commodity cycle feels much closer to the bottom than the top. Equity markets should 
recover losses and Asian and Emerging Markets have the potential to close the valuation 
differential, whilst fixed interest markets look vulnerable.  
 
Autumn Statement 2015 
 
We watched with interest as the Autumn Statement was released at the end of November. 
Perhaps the most surprising aspect of the 2015 Autumn Statement was what Chancellor 
George Osborne chose to leave out! Thankfully there was no significant changes to pension 
rules, creating a welcome respite from the onslaught of pension changes we have experienced 
under this Chancellor. This is good news for higher rate tax payers looking to make further 
contributions to their pensions this year, as there are no further restrictions being put in place in 
regards to how much can be contributed with tax relief and no further change to the maximum 
amount of funds which can be saved into pensions over the course of a lifetime (£1m from 
April).  
 
Instead, George Osborne chose to prioritise tax evasion, capital gains and second homes in an 
attempt to curtail some of the tax advantages of the wealthier members of society. The headline 
measure was the increase of 3% in stamp duty land tax for second homes and buy-to-let 
properties. The new rate will come in from the start of the 2015/16 tax year and appears to be 
another blow for buy-to-let, which was also hit with rule changes in Osborne’s summer budget. 
We anticipate that these changes may reduce the appeal of buy-to-let as an alternative to 
pensions. 
 
There were relatively few changes in the ISA regime, with the annual allowance left static. We 
were disappointed by this, given the continued benefits attached to ISA investment.  
 
Finally, the additional point we thought it would be worth highlighting within the Autumn 
Statement is the change announced to the timing of capital gains tax payments. At present, tax 
is paid anywhere between 10 and 22 months after a disposal is made. The Government will 
now bring this forward and, from April 2019, the tax will be payable within 30 days of 
completion of any disposal of residential property. 
 
Giving back 
 
At this time of year we typically look to distribute some of our own profits to causes which we 
feel could benefit from some additional support, especially at this time of year. This year we 
have chosen to help three charities, one national and two local. The first is Muscular Dystrophy 
UK who continue to conduct ground breaking research into this debilitating condition. We also 
helped St Peter’s Hospice in Bristol, an incredible organisation which helps to make the last 
stages of life as comfortable as possible for both the individuals and their families. Finally this 
year we have tried to help on the ground by purchasing a set of sleeping bags to help the 
homeless in Gloucester, inspired by the amazing work of local lady Sue Hartnett who has been 
collecting essential items and provisions for those in need across the county. 



As always this remains an important part of the business to us and we would be happy to 
support any causes you put forward during 2016 – just drop us a line, or give us a ring and let 
us know if we can help any causes close to your hearts.  
 
Changes to the taxation of Dividends  
 
From April 2016 a new Dividend Allowance will be introduced of £5,000 per person, which 
marks a significant change to the way in which dividends are taxed. By way of a reminder, a  
dividend is a payment made by a company to its shareholders, usually as a distribution of 
profits. Many investors who hold shares receive dividends and many individuals who run their 
own companies of have a shareholding within the company they work for, also receive 
dividends as part of their remuneration package. Once the new Allowance is introduced 
(£5,000), all dividends within this allowance will be tax free. Dividends in excess of this 
allowance will be taxed at 7.5% for basic rate taxpayers, 32.5% for higher rate taxpayers and 
38.1% for additional rate taxpayers. 
 
This replaces the current rules where a 10% notional tax credit applies to dividends. This 
satisfies the tax liability for basic rate taxpayers. Higher rate taxpayers pay an additional 22.5% 
of the gross dividend and additional rate taxpayers pay an additional 27.5%. These changes are 
going to increase the tax liability on those individuals who are basic rate taxpayers but receive 
dividends in excess of £5,000. However, if you are a higher rate taxpayer you will be better off 
if you receive dividends up to £5,000.   
 
We are aware that there are a number of investors and business owners who will be affected by 
these changes. It is especially important that those of you that receive income as dividends 
rather than salary discuss these changes with your accountant. It may be to your advantage to 
increase or decrease the amount of dividends you receive and you will have a limited time to 
make these elections.  
 
These changes will also affect those that do not receive dividends as part of a remuneration 
package, as a portfolio of shares also accrue dividends that are taxed if not held within a tax 
efficient environment. For most of you, the dividends accumulated within a portfolio are 
unlikely to exceed £5,000, however those of you with larger portfolios could breach the 
allowance and be subject to a tax charge. As a consequence we have planned to carry out an 
assessment on all client portfolios early in the New Year to see who this might impact and we 
will let you know if we recommend any changes to your portfolio to continue to ensure your 
investments are structured as tax efficiently as possible. It is also important to note that the tax 
treatment of dividends received within pension plans & ISAs will remain unchanged. If you 
have any questions on this area – please do not hesitate to get in touch and we will be happy to 
talk this topic through with you in more detail.  
 
The New State Pension 
 
As some of you may be aware, the biggest shake up of the State Pension system in a generation 
occurs in April when a new “flat rate” pension is introduced to replace the current system.  
There has been some confusion as to how this system will work in practice and as we get 
closer to April there is more and more analysis in the personal finance sections of the press 
about how pensioners will be affected.  This has largely been in a negative sense, one article in 
the Daily Telegraph last month included a case study where a pensioner, Mrs Carver, was 
allegedly going to lose a total of £28,000 of pension payments throughout retirement! It soon 
became evident to us that this wasn’t the case, but in light of stories like this being published 
we thought we would include some commentary on these changes within this newsletter. 
 



Firstly, it’s important to note, any of you that are already in receipt of State Pension, or are due 
to retire before 5th April 2016 will be unaffected by these changes and will continue to receive 
a pension under the current rules.  
 
If you are due to retire after 5th April 2016, you will be subject to the new rules. Even though 
the new pension has been described by politicians at being at a “flat rate” this is unlikely to be 
the case for many pensioner’s as to get the full pension of £155.65 per week you will need to 
have 35 years of qualifying National Insurance contributions. Conversely, to receive the basic 
state pension (due to rise to £119.30 next year) you need 30 years of qualifying contributions. 
A further change is that it is no longer possible to claim state pension from a spouse or civil 
partner’s National Insurance record.  
 
An area that is currently being explored extensively, which has even gained attention from the 
Work and Pensions Select Committee in the House of Commons, is the impact the changes 
will have on those people that “contracted out” of the additional state pension.  For those of 
you that don’t know, many employees were contracted out of the additional state pension by 
their employers who promised to pay the additional state pension in exchange for reduced 
National Insurance contributions.  The years spent “contracted out” will no longer count 
towards the 35 qualifying years required to receive the state pension and it is possible that a 
significant number of people will be disadvantaged as a result.  
 
A combination of these factors has given the new system a bad reputation even though many 
pensioners are still unsure as to how it will affect them. It is important to stress that even 
though some will be worse off as a result it is best to obtain a state pension forecast before 
passing judgement. We would urge you take commentary of the changes in the press with a 
large pinch of salt and see how the changes will affect you personally before jumping to any 
conclusions.  
 
If you would like further details on the new State Pension we can provide you with a range of 
documentation that has been published by HMRC and we will be happy to assist you in 
obtaining a forecast. We will also be happy to answer any questions you might have on this 
topic.  
 
Christmas Opening Times  
 
We are hoping to take a little time off over Christmas this year to enjoy the festivities with our 
families! To this end Jody and Kevin’s last day in the offices will be Friday 18th December and 
they will return on Monday 4th January 2016. During this time, the team will still man both 
offices on all dates except Monday 21st December (the day after our Christmas do!), Christmas 
Eve and New Years Eve. Therefore if you do need anything over the festive period please do 
not hesitate to get in touch and as always if your query is of a more urgent nature please feel 
free to call either of us directly on our mobiles – Jody 07879 691265, Kevin 07813 618836.  
 
That just leaves us to wish you a very Merry Christmas and thank you once again for your 
support this past 12 months. We are very much looking forward to working with you all in 
2016.  
 
With kind regards,  
 
 
 
 
Kevin Caple     Jody Banks 
Director.     Director.  


