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Wednesday 7th September 2016 
 
Dear  
 
Against the backdrop of a beautiful British summer, we have witnessed a very busy quarter. The 
impact on the British economy, following the leave vote, has taken many by surprise as we’ve 
witnessed very strong performance across most equity markets. To this end, we’ve included our views 
on this in our economic update below which is expanded upon further in our portfolio review 
newsletter, for all of our investors who benefit from this enhanced level of service. We’ve also 
included some information on the recent change to UK Interest rates, which we know will be very 
unwelcome for many of you and we’ve highlighted how this has impacted the area of annuities. 
Whilst we can’t do anything to change these issues in the short term, we have included some ideas on 
how to maximise the return you receive on cash holdings and highlight some of the alternatives to 
annuities for people looking to generate an income in retirement.  
 
Closer to home, we are delighted to have celebrated our sixth birthday in July and to have welcomed 
on board a new member of the team. As we enter our seventh year (how time flies!) we are very 
pleased to share with you a special offer by way of thank you for your continued support, and we are 
also offering a reduction in fees until the end of the year for any of you who have not yet looked to 
put into place a Lasting Power of Attorney (LPA). Please read on for more details.  
 
Looking first then to the economy;  
  
Brexit 
 
We are very pleased to confirm that our investment portfolios have weathered the storm of the EU 
Referendum particularly well. With the subsequent rally we saw across equity markets many of you 
have been pleasantly surprised when checking the value of your investment holdings. Whilst we 
imagine that you will all be a little tired of hearing about the UK leaving the European Union, we do 
feel that it is important to mention it again given that the impact of the leave vote is likely to continue 
on for some time yet.  
 
As you will be aware, so far the dire warnings of stock market collapse, increases to interest rates and 
economic crisis have not come to pass, with the only somewhat negative economic impact (which is a 
positive to exporters) being a fall in the value of the pound against other currencies and a decrease to 
the Bank of England Base Rate (a negative for savers).   
 
 
 
 
 



We would caution that it is still early days and the full impact of the result is unlikely to be known for 
many years. In the intervening period between now and the exit negotiations starting and the period 
leading up to the eventual exit, we expect to see considerable volatility in equity markets. We remain 
proactive in reviewing our portfolios to ensure that where possible your portfolios are constructed in 
such a way so as to reduce the effect of these ups and downs. You can rest assured that we will 
continue to monitor events closely and will continue to recommend suitable changes, as we have this 
quarter. 
 
Changing interest rates and the options for cash savers  
 
Two years ago it would have been almost unthinkable to be forecasting a further drop in our interest 
rates, but this quarter saw the first Base Rate change by the Bank of England in 7 years - reducing the 
rate from 0.50% to 0.25%. This is undoubtedly a reactive measure to fears that Brexit will trigger a 
slump in consumer confidence and investment causing the UK to enter into a recession in late 
2016/early 2017. 
 
Following the leave vote, this course of action was not entirely unexpected as the Bank of England are 
keen to be seen as proactive. The full effect of Brexit cannot possibly be known at this stage because 
‘Article 50’, the mechanism for a nation state to leave the European Union, has not been triggered. It 
is unlikely to be triggered until early 2017 and some might argue that this step is a little premature.  
 
A precursor to the change was the slump in the Purchasing Manager’s Index (PMI) to its lowest level 
since February 2013. The PMI is a measure of the health of the manufacturing sector in the economy 
and its fall will no doubt have caused concern. Evidence from property and other sectors also pointed 
to the Bank of England injecting stimulus into the economy and therefore this might be the reason that 
they decided to take action so swiftly. It also makes sense when you consider the alternative, which 
would be for the government to loosen the purse strings using Fiscal Policy (such as increasing 
spending on infrastructure) in order to provide further stimulus. One key reason why this hasn’t 
happened as yet is because the time lag to seeing any benefits is long compared to the relatively 
shorter time for a Base Rate cut to feed into the economy – fiscal action is the tortoise of economic 
policy, while monetary policy is the hare. 
 
As is always the case, some will benefit and others will be worse off as a result of this decision and 
unfortunately for the vast majority of our clients, you are again suffering as the impact is hardest felt 
by savers. Having already received low levels of interest on the money you hold in Banks and 
Building Societies over the last 7 years, we are already seeing interest rates on cash accounts fall 
further.  
 
As a consequence we would suggest that now is a very good time to review your bank and building 
society holdings and check that you are getting at least some return on your cash. With the recent 
announcement of the reduction in interest rates on the Santander 1,2,3 account from 3% to 1.5% 
(which has been a market leader and favourite of ours for many years) many of you will now no doubt 
be looking if there are any alternatives. Unfortunately, for any sizeable sums of money (£5,000 plus) 
it is very difficult to find returns on cash which exceed 1%. 
 
So what can be done? There are a couple of ways to look to maximise the returns you receive. One is 
to ensure that where you can you take advantage of the one off cash offers for switching bank 
accounts. A second is to secure a high interest return for a smaller sum of money (many banks for 
example will offer a very good return, say 5% on a small sum of c£2,000-£5,000) and then use these 
monies to feed some of the highly competitive monthly saving accounts. Given the ever changing 
rates available on bank deposits we have not quoted any specifics here, but we would suggest that 
websites such as www.moneysupermarket.com and www.comparethemarket.com are useful starting 
points for comparison.  
 



Our guidance remains unchanged that, despite such abysmal returns being available, always having a 
cash buffer for emergencies and those one off expenditures is a must! However, it is also worth 
looking to see just how much money you are holding on cash when returns are barely keeping apace 
with inflation and consider whether housing some of these monies in longer term investments might 
be appropriate. This is especially relevant for individuals who continue to build up surplus funds on 
deposit and have no fixed expenditure requirements for these monies. Again if you’d like to chat this 
through with us, please do get in touch.  
 
Annuities & alternative ways to generate an income from your Pension 
 
Annuity rates have also been adversely affected as a consequence of recent events. An annuity is a 
fixed sum of money paid to someone each year, typically for the rest of their life and is historically 
the most popular way for people to derive an income in retirement.  
 
In the days following the EU Referendum, annuity rates fell as a result of UK Gilt yields decreasing 
and this trend continued further when the Bank of England lowered the Base Rate and announced 
another round of Quantitative Easing (QE). In years gone by, when an annuity purchase was 
compulsory upon reaching age 75, this would have been a major problem for retirees looking to turn 
their hard earned pension pots into a meaningful income in retirement. However, we now find 
ourselves as close as ever to finding that the alternative of Income Drawdown has become the 
‘default’ option when putting into effect a retirement strategy.  
 
Income Drawdown allows retirees to take a portion of their pension fund as income while leaving the 
rest invested, allowing individuals greater flexibility and control. However, the strategy runs the risk 
of running out of money if retirees underestimate how long they will live for and withdraw too much 
money too soon. Recent data from the Association of British Insurers (ABI) showed some savers are 
doing just that and exhausting savings too quickly, with figures showing payouts reached £8.2bn in 
the year since Pension freedoms were introduced. 
 
Our former Chancellor, George Osbourne, will see the reduction in annuity rates as vindication of his 
decision to allow pensioners greater flexibility with their pension plans and to some extent we would 
agree that this flexibility is now reaping rewards for many clients. However, there are further 
challenges ahead if the current trend continues and pensioners withdraw money from their plans in an 
unsustainable manner. With this in mind, we work incredibly hard to ensure that wherever possible 
you take out funds from your pensions in a sustainable and tax efficient way. The tax element of 
withdrawals is often overlooked and we estimate that we have created savings of over £50,000 by 
simply adjusting the way in which income is withdrawn by looking at the timing of payments. 
Savings can also be created by looking to ensure that married couples withdraw funds from the 
pension fund which will attract the least amount of tax.  
 
Even though annuity rates are very low, an annuity should always be considered and will continue to 
be a viable option for those retirees who do not want to take any risk with their pension and want to 
guarantee an income for life. It is also often particularly attractive for individuals with health issues. A 
common fear for those considering buying an annuity is a perception that the insurance company will 
pocket the pension when the annuitant passes away, however there are more options now than ever 
when it comes to protecting annuity payments for a spouse or the children of the deceased. 
Fortunately, Income Drawdown has also become more attractive for those looking to pass money 
down to the next generation, with the remaining pension pot being available to pass on to anyone of 
the deceased’s choosing, tax free, if death occurs before the age of 75.  
 
Despite the bad reputation that pensions have, they continue to be the most tax efficient way to save 
for retirement. This is because they afford tax relief on contributions, tax free growth within the fund 
and because in the majority of circumstances, the pension is not counted as part of the estate on death, 
sheltering it from Inheritance Tax (IHT).  



We expect annuity rates to remain low for the foreseeable future and could decrease further if the 
Bank of England loosen Monetary Policy again in the coming months. This could result in the 
government consulting on decoupling annuity rates from those of Gilt yields, but there seems little 
sign of this happening at present. Instead the government’s priority is to set up a secondary annuity 
market to allow retirees to sell their guaranteed income back to a life office, where they feel that they 
did not receive sufficient value for money when purchasing the annuity in the first place. When we 
have news of how this might actually work in practice we’ll let you know!  
 
This is an area where we have a great deal of experience and our knowledge of pension and annuities 
is very strong. We like nothing more than putting together a plan to ensure that you build up your 
funds as tax efficiently as possible and then when it comes to taking the funds, withdraw these in a 
way which is appropriate to your attitude to risk and is as tax efficient and sustainable as possible. If 
you have any questions in this area or know of anyone who might benefit from our help – please get 
in touch.  
 
Exam Success 
 
Given that the pension and annuity landscape has changed so much over the past two years, keeping 
abreast of the changes and ensuring our knowledge is completely up to date is imperative. We are 
very pleased to report that last month we helped our Senior Paraplanner, James, celebrate successfully 
passing his Advanced Diploma Exam in Pension Planning. This is the highest possible level of 
qualification in Pension and Retirement planning, within the industry.  
 
We place a lot of importance on ensuring that our team continues to develop and improve their 
knowledge and assist them by offering funding and time to support their studies. To this end we hope 
to be reporting on more exam success before the end of the year.  
 
A new team member 
 
By now, many of you may have noticed that there is a new cheery voice answering your calls when 
you phone into the office. Isaac has now been with us for a few months and is settling in very well to 
his Internship with the business. Working four days a week, Isaac uses his fifth day to study for his 
Diploma in Financial Services and is keen to develop his career in the industry. We are very pleased 
to have him on board. In addition to helping with the day to day administration within the business, 
Isaac is also responsible for processing all new applications and will be keeping you up to date on 
how any new investments are progressing.   
 
Lasting Powers of Attorney 
 
Lasting Powers of Attorney (LPA) allow a person to appoint a third party (Attorney) to make 
decisions about their health and welfare, as well as finance and property, if they are no longer able to 
do so themselves. We are firm believers that people of all ages should have one as it will avoid the 
administrative burden of having to apply to the Court of Protection in order to deal with the affairs of 
someone who has lost capacity or who is unable to make a decision due to accident or injury. 
Applying to the Court of Protection is a long and stressful process as we can unfortunately testify.  
 
We also believe that they are very important, especially for older people and offer a service, via our 
Estate Planning arm, that can make the application for you if you so wish. We will ensure that the 
application is made properly and that it is registered with the Court of Protection. The Lasting Power 
of Attorney does not have to come into force straight away and can be registered with the Court of 
Protection, ready to be implemented if mental capacity is lost at a later date. Again this is something 
we highly encourage as typically the turn around time for registration is 10 weeks! If you register in 
advance, there is no wait at the time when you wish to have an Attorney act on your behalf.   
 



We offer this service via our sister company, Caple Banks Estate Planning. Caple Banks Estate 
Planning is not regulated or authorised by the Financial Conduct Authority. We are currently 
operating a reduction on our standard fee to arrange a Lasting Power of Attorney from £300 + VAT, 
to £250.00 + VAT. We believe this represents excellent value for money if the costs of applying to the 
Court of Protection, both financially and in time and effort, are to be avoided.  
 
Our sixth birthday & looking ahead 
 
Over the last eighteen months we have had more clients introduced to the business by yourselves than 
ever before and we have therefore decided that we would like to provide a reward as a small way of 
saying thank you for these recommendations. Therefore we will now be offering £100 of either Marks 
and Spencer or Waitrose vouchers to any client who introduces someone to the business who then 
goes on to become a client.  
 
The business celebrated its sixth birthday in July, which was a great opportunity to reflect on just how 
far we have come. The two of us started off with just the one office in Bristol and a small number of 
clients, with the aim of building a company which would deliver excellent quality service and peace 
of mind that your investments were being looked after. Six years on, we think we are consistently 
delivering upon this and we are very pleased to have expanded on many fronts. We now look after a 
much broader area having offices in Gloucester and Bristol and have built a great team of individuals 
around us who are also committed to ensuring your finances are well looked after. The Estate 
Planning arm of our business has also allowed us to develop an even more comprehensive offering as 
we can now look at all aspects of your financial and estate planning needs.   
 
However, we are not complacent and nor do we believe we get everything right! Over the coming 12 
months we have plans afoot to improve the accuracy of the information you receive via your client 
site and to continue to look to provide information to you in a way which is easy to understand and 
transparent. If you have any feedback for us in ways in which you think we might improve, we 
welcome your suggestions. 
 
That just leaves us to wish you a happy and healthy autumn. 
 
With best wishes,  
 
 
 
 
Kevin Caple    Jody Banks 
Director.    Director.  


