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Thursday 19th May 2016  

Dear XX 

Welcome to our summer newsletter. We hope our letter finds you well and you are enjoying lighter 
nights and warmer days.  

We’ve looked to incorporate in this quarter’s newsletter a number of topics we’ve had questions on in 
the past few weeks. Whilst we don’t want to be seen to be overstepping the mark by getting too 
political, we have summarised below some of our thoughts on the upcoming European Referendum. 
We have also aimed to provide some practical steps for any of you concerned about how the recent 
changes to State Pension might impact upon you, as well as providing some further information on 
the new Inheritance tax allowance many of you are set to receive. In amongst these topics, we’ve 
included some more general updates on the business.  

From an economic perspective, markets generally are performing well when we compare them to the 
start of the year and this is reflected in an upturn in the performance of the vast majority of portfolios 
in recent months. For all of you who benefit from our Portfolio Review Service we have provided a 
full economic update on your portfolios as a separate attachment. As always if you would like any 
further information on our views on financial markets, we are only a phone call away. Let’s look 
firstly then to the current ‘hot topic’ of the European Referendum.  

The EU Referendum and the impact of a Brexit  

With just 5 weeks to go until the EU Referendum we find ourselves no clearer on what the actual 
ramifications of a leave vote would be. The nature of the debate is continuing to be dominated by 
emotional rhetoric. This ranges from how we will be less safe, and poorer as a result of leaving the 
EU or, as the Vote Leave campaign say, continually shackled by bureaucracy and red tape and 
heading down the path to a Federal Europe with British sovereignty further eroded if we remain. As a 
consequence, it is proving difficult to form a rational opinion when surrounded by what could be 
considered as a largely irrational debate! 

It would perhaps be safer to say that no one actually knows what a post Brexit United Kingdom might 
look like. In the short term, it is broadly accepted that UK economic growth would be negatively 
affected as a consequence of the uncertainty UK companies face.  

 

 



For example, businesses will need to decide whether to hire EU workers, will be unsure of what 
markets they will have access to and what trading tariff regime they will face. It should be noted 
however that a number of these concerns are already reflected in UK financial markets.  

This uncertainty has also been reflected in a weakening of the pound against the dollar, although it is 
likely that it is more than the possibility of a Brexit that has caused this. The ever fainter possibility of 
the UK raising interest rates this year (or next) has also had a negative impact on the pound. Equity 
markets have remained resilient and there has been no sign of a substantial sell off as we get closer to 
June 23rd. In fact, the selling of UK stocks was more pronounced in the run up to the Scottish 
Independence referendum in September 2014 than it is now.  

Depending on who you ask and what they assume about the future, the long term impact of a Brexit 
on Gross Domestic Product (GDP) could be as little as a fraction of a percentage point below the level 
it would otherwise reach, or as much as 9.5 percentage points lower. These spurious predictions do 
little to enrich the debate and it is our opinion that Brexit will neither be a disaster for the UK 
economy, nor be the catalyst for exceptional levels of economic growth and prosperity. Over long 
periods, GDP (the monetary value of all the finished goods and services produced within a country's 
borders in a specific time period) per person in the UK has risen steadily. It has usually taken a war 
for it to deviate from this trend – although there was a painful slow down during the 1920s and early 
1930s. As soon as Britain abandoned the Gold Standard in 1931 it returned back to its long term trend 
(briefly interrupted by the second world war). This continued all the way up to the financial crisis of 
2007-2008, with Britain’s ascension to the EU in 1973 not seeming to have accelerated this, just as 
the UK leaving the EU’s system of pegged exchange rates in 1992 did not slow it down.  

Therefore, it is likely that a Brexit would not have as a disastrous impact as many in the Remain 
campaign say. In fact, as the Remain campaign often points out, membership of the EU has not 
prevented the UK from becoming one of the most flexible, and least regulation bound economies in 
the rich world. This flexibility should help the UK to adjust to the shock of a Brexit, as would any 
further demand-boosting drop in the pound which is almost certain to happen in the event of a Leave 
vote. We are personally of a mind that the main driver of trade is simple geography. Trade (albeit not 
Free Trade) with the European Union is therefore going to continue regardless of the result and 
eventually there is a significant chance that the UK would negotiate a Norway style trade deal in order 
to trade freely with the EU. As a consequence, the long term impact should be a continuation of the 
long term trend of steady economic growth. That is not to say however that we would not see 
instability in financial markets, certainly in the short term, if the outcome of the Referendum is to 
leave. Markets generally dislike uncertainty and we are of a mind that short term volatility is very 
likely if we do vote out. Investment portfolios which adopt a long term view and have a good spread 
of risk across all geographical areas and asset classes will remain well placed to weather such a storm.  

On a final note, we cannot help but be drawn to the idea of our own business being more directly 
regulated by a set of rules and regulations specific to the needs of our own economy and our own 
client needs, rather than facing ever increasing compliance and paperwork requirements as a 
consequence of financial legislation being influenced by decisions made in Brussels! However, whilst 
we have enjoyed many solid debates in the office on just this subject - we have no intention of getting 
too involved in the politics and instead in the remainder of our newsletter we will stick to our day 
jobs! 

A big thank you on referrals and an update on costs and charges 

On a much lighter (and less contentious!) topic we have had an unprecedented number of client 
referrals this year, which has kept both Jody and Kevin very busy! We cannot thank you enough for 
this. The greatest benefit we find of having you refer us on, is that we end up working with like 
minded individuals. This has allowed us to organically grow our client numbers with clients we 
thoroughly enjoy working alongside.  



We continue to work on the basis that we will charge no fees to any of our clients until such time as 
we put you in a position where you can make a full assessment of value for money for the advice and 
services we can offer. We are aware that this is not necessarily the case across all financial advisers, 
with many only offering a first meeting for free. We have no plans to change this and no desire to 
place anyone under pressure to make a decision – we are after all being entrusted with looking after 
your wealth, a responsibility we take very seriously. Therefore, we hope you continue to feel 
comfortable referring us on so that we can continue to help and assist people like yourselves. 

Keeping to the subject of costs and charges we are also very pleased to announce that we will again 
be making no increase to our charges this year. This will be the sixth consecutive year where we have 
been able to maintain our ongoing and initial charges at their current levels, something we have been 
able to achieve by building into the business greater efficiencies and by growing the wealth which we 
manage on your behalf.  

New State Pension   

We have found that many of you have raised the subject of the new State Pension in our recent 
meetings, concerned about how this might impact you and your income in retirement. As we touched 
upon in an earlier newsletter, the system has now changed to a Single Tier system in order to simplify 
the rules. However, as is the way with this governments tinkering with pension policy, this has done 
anything but simplify matters and many of you are, understandably, finding it very confusing!  

The effect of these changes on each individual will vary so we would urge any of you who are unsure 
on how your State Pension will be affected to complete a Department of Work and Pensions BR19 
form which will give you a State Pension statement. These can be printed from the internet. If you 
need any help with completing this form, or if you have received a recent State Pension statement and 
have concerns or any questions, please do not hesitate to contact us. We will also be more than happy 
to help in the completion of the BR19 or print one off if you don’t have internet access.  

It was reported this week that the number of requests for a State Pension statement has increased by 
40% over the last 6 months which shows just how confused many people are about these changes. We 
would therefore recommend that none of you suffer in silence, we will be happy to help clarify how 
you may be impacted by the changes.  

Changes to Inheritance Tax 

Another area that is discussed in many of our meetings is Inheritance Tax (IHT). Whilst we know that 
Inheritance Tax isn’t an issue that some of you have, or choose to be concerned about ,we thought we 
would provide some details of it in this letter especially given some of the changes that are due to be 
implemented in the next few years. Inheritance Tax (IHT) is charged at a rate of 40% on any estates in 
excess of the Nil Rate Band, which is currently set at £325,000. For married couples, the Nil Rate 
Band can be transferred to the surviving spouse so in effect, many people have a combined Nil Rate 
Band of £650,000.  Even though this is a substantial sum of money, the Office of National Statistics 
(ONS) confirmed in April that the government is on track to receive a record high level of Inheritance 
Tax receipts this year.  

From next April, the government will start to phase in a main residence Nil Rate Band which will be 
added to the existing thresholds. This is to rise to £175,000 per person by April 2020. However, even 
though the government are espousing this as a tax cut, and a measure to make Inheritance Tax fairer it 
is not going to benefit everybody. For example, you can only use it to pass your main home to a direct 
descendent (direct descendants include children, grandchildren, step-children, adopted and foster 
children and, following a recent update to the Bill, now also includes a spouse or civil partner of a 
direct descendant or a surviving spouse or civil partner if they have not remarried or formed another 
civil partnership) unfortunately, other loved ones don’t count. It’s also worth noting that any other 



property you have isn’t eligible to be offset against the residential nil rate band. Furthermore, should 
house prices continue to rise, the additional nil rate band might not be enough to cover the value of 
your main home. 

Below is a prediction from the Office of Budgetary Responsibility on how Inheritance Tax is likely to 
grow in the next few years with the grey reflecting where receipts might be without the introduction 
of the main residence Nil Rate Band, and the blue showing the impact of the main residence Nil Rate 
on these figures. As you can see from the table, Inheritance Tax is going to be a growing headache for 
many and even with the introduction of the new allowance, the trend for estates which will be 
impacted by inheritance tax (IHT) remains ever upward. In large part this is because the main 
allowance of £325,000 has remained static since 2009. Therefore, you could argue that this new 
allowance is simply making up for the lack of increases we have had to the main nil rate band over the 
past 7 years.  

 

The one positive aspect of reviewing your inheritance tax situation sooner rather than later is that 
there are many practical ways in which the liability can be reduced over time. This can range from 
simply spending your hard earned money, to putting into place more structured arrangements to pass 
monies on to your chosen beneficiaries in order to make full use of your gifting and nil rate band 
allowances. We believe that this year alone, we have been able to shelter assets in excess of 
£3,000,000 creating potential inheritance tax savings for clients of almost £1,200,000. If this is a 
concern for you or if you have any queries on this area, again please let us know.  

Finally, as we announced in our last newsletter, Jody is due to go off on maternity leave in early June. 
It will remain business as usual though for all clients who are looked after by Jody, as Kevin is well 
briefed on all cases and will be in a position to assist anyone who might have queries or annual 



reviews due during this period. Over the years we have fostered a team approach to advising and we 
firmly believe that the more brain power we apply to reviewing your finances, the better the solution 
you will receive. Over the past eighteen months, our two key researchers – James and Jordon have 
played an increasing role in this process and they will also be on hand to answer any queries which 
might arise should either Kevin or Jody be unavailable. 

Hopefully this quarter’s newsletter has provided you with some food for thought and if you do have 
any queries, please do not hesitate to get in touch and we will be happy to help. That just leaves us to 
wish you all a very enjoyable summer and we will be back in touch again in early Autumn. 

With best wishes,  

 

Kevin Caple     Jody Banks 
Director.     Director.  

 

 

 

 

 

 

 


