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Monday 13th March 2017  
 
Dear  
 
Well it would appear that spring has finally sprung! As we enjoy the promise of warmer days 
and lighter evenings we have taken the opportunity to conduct a ‘spring clean’ across our 
investment portfolios. Where we have identified that you may have an opportunity to use 
further ISA allowances, you will find enclosed the relevant paperwork with this letter to get 
this organised. We have also identified a way to make day to day administration more 
straightforward for our Trust clients, details of which we are pleased to enclose.  
 
For those of you who benefit from our portfolio review service, there is a full economic 
breakdown and details of the changes we are recommending this quarter to your investment 
portfolios. In addition to an update on last weeks somewhat uneventful Budget, there are 
changes afoot at Caple Banks and some fundraising activity we are pleased to share. In this 
climate of low interest rates and poor cash returns, we have provided further details on 
pension savings and offer some examples of how the generous tax reliefs might be of use. 
Finally, we are pleased to provide the latest tax tables for 2017-18 – which outline all of the 
main tax levels and allowances for the coming twelve months. Who says we never give you 
anything! Looking first then to last week’s Budget: 
 
Budget Update 
 
In contrast to the significant changes announced in recent Budgets, Philip Hammond’s first 
(and last) Spring Budget was somewhat uneventful. The only notable exception was a 
surprise move to increase National Insurance contributions for the self-employed and a 
reduction in the annual dividend tax allowance. 
 
The reduction in the dividend tax allowance was unexpected given that the allowance was 
only brought in last year. From April 2018, shareholders will now only be entitled to receive 
£2,000 of dividends tax free, more than halving the current allowance of £5,000. This will 
increase the tax liability of most directors and shareholders of private companies. Investors 
are also likely to be impacted where they have investment holdings in excess of £50,000, 
which aren’t housed in an ISA. This additional tax is somewhat difficult to mitigate, however 
where we see an opportunity to construct an investment portfolio to reduce the effect of this 
additional tax, we will of course do so.  
 
  



 
It was encouraging to hear that economic growth is expected to pick up in the short term 
before softening slightly. The Office for Budget Responsibility (OBR) upgraded its forecast 
for UK economic expansion in 2017-18 from 1.4% to 2%. 
 
Further forecasts on public borrowing were also positive with the expectation that borrowing 
will be lower than previously expected, following unexpectedly resilient economic 
performance in the wake of the Brexit vote. Public borrowing for 2016-17 is forecast to be 
£51.7 billion, compared with an earlier forecast of over £68 billion.  
 
All in all then, there was little to write home about, although it was encouraging to see both 
growth and debt levels reforecast. This year we will have a second Budget in the Autumn, 
which will also mark the start of the Budget taking place in October going forward. We very 
much welcome this change, as we anticipate that this will take the pressure off end of tax year 
planning!  
 
News at home 
 
We have a number of changes to report within the business this quarter, first of which is a 
revision to our working day. To fall in line with a lot of other financial institutions, from this 
month we are adjusting our working hours to 8:30am to 5:00pm.  
 
In other news, Jody has now returned to work from maternity leave and is currently working 
three days a week, on Mondays, Wednesday and Thursdays. She is in the process of catching 
up with all her clients and is looking forward to the year ahead. After successfully completing 
his Internship, we have decided to make Isaac a permanent, full time, member of the team. He 
will continue in his role as our Client Manager and is busy working hard in the background to 
pass his Diploma in Financial Services exams. 
 
We are also pleased to welcome Sasha Brown to the business. Sasha joined us at the start of 
the year in her role as Client Relationship Manager, a new role we have designed to help offer 
support on day to day queries raised by our clients. Sasha joins the business with a wealth of 
experience within financial services, having historically worked in both banking and 
discretionary fund management. In addition to being on hand to help with queries within 
Caple Banks, Sasha will also be taking a lead role in our sister company, Caple Banks Estate 
Planning.   
 
On a final note, it is with sadness that we announce that James (our Senior Paraplanner) is off 
to pastures new. James has been an invaluable member of our team over the past two years 
and he will be very much missed within the office. We wish him all the very best as he moves 
to an IFA practice near Bath, where he will be stepping across into the world of advising.  
 
Running to raise funds 
 
It looks like Kevin’s love of running has been catching and we were very pleased to report 
that Jordon has managed to secure himself a place in this year’s London Marathon. Jordon 
has been training incredibly hard and in addition to putting in the miles, he has also been busy 
raising funds for the charity he has chosen to sponsor this year – Parkinson’s UK. This is a 
cause that is close to Jordon’s heart and we have been pleased to sponsor him in helping to 
achieve his £2,000 fundraising target. If any of you would like to show your support, or find 
out more, details can be found at Jordon’s fundraising page 
http://uk.virginmoneygiving.com/jordonsargerson. 
 
 
 



 
Thoughts on Brexit and the UK economy 

Probably the question we hear most frequently at the moment relates to how we think the UK 
will fair on the back of the Brexit ruling. The UK economy has been surprisingly resilient in 
the wake of the Brexit vote. Consumers have kept on spending and with a few notable 
exceptions, companies have remained in situ. This is not the disaster that many were 
predicting. 

Figures revealed by the Chancellor in the Budget seemed to support this with significant 
revisions to growth forecasts for 2017, from 1.4% to 2.0%. Admittedly, it downgraded them 
for the following years, but has predicted that growth would re-converge in 2021. 

The UK has had a number of tailwinds. The political situation post-Brexit was swiftly 
resolved, the Bank of England was quick to act, the global economy has been improving and 
the consumer has proved remarkably resilient. These have all helped to ensure that the UK 
economy has recovered well. 

Equally, the UK’s Government debt problem isn’t quite as bad as it was. The cyclically-
adjusted trade deficit was revised lower from 3.3% to 2.6% of GDP. The Chancellor is in the 
process of trying to convert this to a ‘war chest’ of cash to defend the economy against any 
Brexit-related problems. This is all positive news and has helped ensure that the UK stock 
market has weathered the storm.  

However, it would be unrealistic to look only at the positives. From here, equities no longer 
look cheap, especially as much growth has been fuelled recently by the devaluation of the 
pound. There are a number of looming risks: business confidence and investment remains low 
and there are signs that recent consumer spending has been driven by rising debt levels. 
Unsurprisingly, many multi-asset managers remain cautious on the UK, believing that the 
risks may not be reflected in valuations. The weakness of sterling has flattered earnings and 
dividends for some companies, but that effect could evaporate quite quickly. What it would 
be worth noting is that whilst Brexit will no doubt have an impact on the UK economy and 
the performance of the FTSE, we are also coming to an end of a natural cycle of UK growth.  

Our in-house view is that it is easy to get pulled along with the pessimism and ignore the 
fundamental strength and resilience of the UK economy. Whilst trade deals remain in the 
pipeline and political uncertainty of how and when we exit the European Union abounds, we 
might be better placed focusing on the more predictable run of economic cycles when 
forecasting how best to position investments. With this in mind, our exposure to the UK 
remains strong across all of our investment portfolios given the long-term view our investors 
are taking with these funds. We also continue to deploy the only sure tactic to mitigate risk, 
by ensuring our portfolios invest in a broad spread of underlying investment holdings and 
gain exposure to a variety of regions and asset classes. A tactic that, to date, has ensured our 
portfolios perform well even during periods of investment downturn.   

Optimising Tax relief 
 
Over the years pensions have got somewhat of a bad press and we are noticing more and 
more frequently that the incredibly generous tax benefits of saving into a pension are often 
overlooked. We were very pleased to see that there were no changes made to the tax reliefs in 
the most recent budget and therefore we include here a quick recap of why pensions can be so 
beneficial.  
 
  



Firstly, as a rule of thumb, you can get tax relief at 20% on any savings you make into 
pensions up to the level of income you earn. What does this mean in practice? Well, 
effectively you write a cheque for £10,000 and the Government adds a further tax relief of 
£2,500, meaning that your pension immediately benefits from this uplift in value and a total 
of £12,500 is invested. The benefits are even greater if you are a higher rate tax payer as you 
can effectively claim back a further 20% (increased to 25% if you pay tax at the highest rate) 
via your tax return, providing a further £2,500 (rising to £3,000 if you are liable to tax at 
45%) in your pocket.  
 
For an investment of £10,000 the figures look like this;  
 
Rate of tax You pay Tax relief Total 

invested 
Further relief 
available  

Effective 
cost 

Basic Rate £10,000 £2,500 £12,500 - £10,000 
Higher Rate £10,000 £2,500 £12,500 £2,500 £7,500 
Highest Rate £10,000 £2,500 £12,500 £3,000 £7,000 
 
Added to this, your pension fund grows without any liability to tax and is usually not included 
in your estate for the purpose of assessing any liability to Inheritance Tax. If you die before 
75 your pension can be passed to your chosen beneficiary free of tax. If you die after 75 your 
beneficiary will inherit the pension and will be taxed on any benefits as they draw them at 
their own rate of income tax. For this reason, pensions can be an incredibly valuable tool 
when planning for retirement.  
 
We have already been in touch with a number of you who we believe could benefit greatly 
from giving further consideration to further pension contributions and we will continue to 
review this as part of our annual review service with each of you individually. In the interim, 
however, if you would like to talk this through with us in any more detail or see whether you 
might benefit from further pension contributions, please do not hesitate to contact us and we 
will be happy to help.  
 
As we approach the end of the current tax year if you have any questions in relation to your 
investment holdings with us, please do contact us. In the meantime, we wish you all a happy 
and healthy Easter.  
 
With best wishes, 
 
 
 
Kevin Caple      Jody Banks 
Director.     Director. 


