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Wednesday 19th August 2014  
 
Dear 
 
RE: SUMMER NEWSLETTER 
 
Traditionally the months of July and August have been our quietest months, however it most 
certainly hasn’t been the case this year! Needless to say, we have no complaints and we are 
very pleased to be announcing some additions to our team who, alongside Jordon, are proving 
invaluable in supporting us to grow the business and respond to the increasing demand for our 
services. 
 
To all of our new clients, a very warm welcome to our newsletter. We write out every quarter 
to provide an update on general market conditions, in addition to providing some insights on 
the business and providing topical updates on areas we think may be of interest. For our 
longer standing clients, as the business celebrated it’s fourth birthday last month – we thank 
you for your continued support and look forward to continuing to ensure we deliver the level 
of service and support you have grown to expect.  
 
In this quarter’s newsletter, as bank interest rates continue to be a disappointment for many of 
you, we have some food for thought on whether a review of your banking facilities might be 
worthwhile. There is a market update for all of those interested in how world economies are 
fairing and in response to a growing number of queries we have had of late on inheritance tax 
- we provide some background on the thorny issue of how your main property impacts upon 
your current allowance.  
 
Finally, for all of you who benefit from our portfolio review service, we are pleased to 
confirm that there are no changes to our investment portfolios this quarter. However, with the 
continued likelihood of an interest rate rise over the next 12 months and a number of changes 
occurring to markets worldwide, we are keeping our eye on a number of investment funds and 
do anticipate making changes at our next quarterly review in December. Please keep your 
eyes peeled for this. As always, if you have any questions or you’d like any further 
information on the topics discussed in this quarter’s newsletter please do not hesitate to get in 
touch.  
 
Market update 

Over the course of the last few months we’ve seen a continuation of positive results in many 
markets. However, there does remains a degree of uncertainty surrounding markets generally 
which is, in part, being fuelled by world conflicts. Violence escalated between Gaza and 
Israel while the ongoing conflict in Ukraine was exacerbated by the Malaysian Airlines crash, 
which was followed by fresh sanctions against Russia from the US and the European Union. 
Investor sentiment received a further knock after it emerged Argentina had defaulted on its 
debt and over the last week we have seen coverage of the most recent crisis in Iraq take an 



increasing front seat in national politics. The effects of these geopolitical issues has been 
mixed.  

In the US, the Dow Jones Industrial Average (a measure of 30 large US companies) breached 
17,000 points for the first time, fuelled by upbeat investor sentiment and encouraging 
employment data. The US economy rebounded during the second quarter, expanding at an 
annualised rate of 4%. July also saw the US Federal Reserve announce its programme of asset 
purchases is likely to finish in October, stoking speculation about the timing of an increase in 
interest rates.  

According to the International Monetary Fund, economic growth in Europe is showing signs 
of recovery although there are some concerns that financial markets might be a little too 
upbeat. For its part, the European Central Bank expects interest rates in the Eurozone to 
remain at 0.15% for ‘an extended period of time.’ The region’s rate of inflation continues to 
languish and dropped from 0.5% in June to 0.4% over July. Share prices in Europe 
experienced relatively high levels of daily volatility during the month and, over July as a 
whole, Germany’s Dax index fell 4.3% while the CAC 40 index in France fell 4%. In Japan, 
meanwhile, the Nikkei 225 index rose 3% over the month, although share prices were 
dampened towards the end by some disappointing corporate earnings data.  

Closer to home, the UK economy grew at a quarterly rate of 0.8% over the second quarter 
(equating to an annualised rate of 3.1%) to surpass its pre-crisis peak of 2008. According to 
research undertaken by Ernst & Young, however, the first six months of 2014 saw profit 
warnings from UK businesses reach their highest level since 2011 – a result of competitive 
pressures and a strong pound.  

Overall therefore, markets have faired well, but remain somewhat volatile. With programmes 
of quantitative easing coming to an end in the West, and interest rate rises generally on the 
horizon, we will continue to monitor the impact of the recent world conflicts on markets 
generally and keep you posted of any changes we advise.  

Time to review your bank account?  
 
Historically, statistics suggest that you are more likely to get divorced than to switch your 
current account to another bank! Whilst the average British marriage has a lifespan of just 
over 11 years; in comparison, the average relationship with your bank will survive for 17 
years! The question is, do the banks deserve such loyalty?  
 
When looking at client bank accounts, we typically observe two things. The first is that whilst 
many accounts have offered competitive interest rates or perks when the accounts were set 
up, these are steadily reduced as the account is held for longer periods of time.  The second is 
that whilst many people are likely to benefit from a switch, there is a widespread belief that 
the process is complicated, the benefits potentially minimal and that following a switch, there 
is likely to be errors in regards to future payments of standing orders or income.  
 
Whilst some of these concerns are valid, over recent years there have been a number of 
changes to the rules banks must adhere to when changing accounts, which have not been 
particularly well advertised to bank customers. The first rule change is that rather than the 30 
days banks previously had to transfer accounts to a new provider, banks now have only 7 
working days to make the change from one bank to another. Under the new system, the new 
bank must also do all of the legwork from notifying the old bank, to transferring existing 
standing orders and direct debits. As additional peace of mind, any payments to or from the 
old account will be automatically forwarded to the new account for 13 months. 
 



With only 6% of Britons changing their current account provider during the past two years, 
we would encourage you to give consideration to including yourself in this number. A quick 
glance at current accounts available today, reveal a number of banks offering £100.00 to 
switch for new customers (First Direct, Nationwide and the Co-op) in addition to some good 
long term solutions such as the Santander 1,2,3 account which offers a variety of cashback 
offers on household bills. Do be careful though as many of these accounts require certain 
conditions to be met and if there are account fees - these can be expensive. We would always 
encourage you to ensure that if you are paying ongoing fees on your current account that you 
are actually benefiting from any products or services being offered. This may seem obvious, 
but often when you do have a look at the small print the additional perks being offered have 
very tight terms and conditions.  
 
Finally just one more consideration to bear in mind, the Financial Services Compensation 
Scheme (FSCS) is an independent body that is in place to ensure that UK investors are 
protected against the collapse of investments, deposits and insurance providers. To date, the 
FSCS has never had to pay out compensation for the collapse of a major UK bank and indeed 
the UK government is unlikely ever to stand by and allow the failure of a British retail bank. 
We saw this demonstrated in 2008, when mortgage lenders Northern Rock and Bradford & 
Bingley were effectively nationalised by the government in response to signs confidence in 
both institutions was on the threshold of collapse. 
 
However, we do recommend that it is prudent to stay within the levels of the FSCS 
compensation applying to bank accounts which is up to £85,000 per person, per authorised 
bank or building society. A joint account will receive a maximum of £170,000. As a final 
note, this compensation level applies per institute and with a growing number of mergers and 
amalgamations it is worth noting that, should you have several accounts with the same bank 
or building society, or different banks or building societies that are subsidiaries of the same 
institution, you will still only receive the maximum amount of £85,000 per person, per 
institution. For more information, you can find banking groups’ different brand names at 
www.fca.gov.uk - or ring in and we will be happy to help. 
 
Introducing our new team members 
 
We are really pleased to announce not just one, but two additions to the team this month! 
Firstly, our apprentice Jade had been considering returning to study in September of this year 
having secured a place at University. However, after much consideration (and some gentle 
persuasion on our part!) we are delighted that Jade has decided to stay on and will become a 
full time member of the team from October onwards.  
 
In her new role as Client Manager, Jade will be taking a more active role in ensuring that all 
applications and client queries are handled swiftly. Jade is also planning on starting studying 
toward the Diploma in financial services alongside Jordon and we are looking forward to 
supporting the two of them as their knowledge and expertise expands. Jade has already 
demonstrated her considerable skills at helping assisting clients to access to our client site and 
has developed this role further by extending her support to answering any queries arising 
from correspondence you might receive from your investment or pension providers. This is an 
area Jade excels in and she is keen to continue to be a point of contact to assist you in any 
queries you might have that arise on a day to day basis.  
 
In addition we are delighted to welcome a new face, Andrina, to the team. Andrina is an 
experienced and incredibly well qualified Paraplanner – the name given in our industry to the 
experts who assist advisers like ourselves to generate the reports and supporting research 
required when preparing a recommendation. In addition, good Paraplanners are often very 
knowledgeable in more technical areas such as taxation and trusts and we are pleased that 
Andrina is no exception. In fact her knowledge in this area has already proved invaluable and 



we are looking forward to continuing to benefit from her support and assistance in these 
areas.   
 
Your home and the impact on Inheritance Tax  
 
As many of you will be aware, Inheritance tax (IHT) allowances have failed to keep pace 
with soaring house prices and many more people now have to consider the IHT legacy they 
are leaving to their beneficiaries. Each individual has an allowance of £325,000.00, which is 
doubled to £650,000.00 for married couples and civil partners, before any IHT is due on the 
estate. The value of your estate that exceeds this level, is liable to IHT on death at 40%. Often 
this means that the revenue inherits more of your estate than your chosen beneficiaries.  
 
So, what options do you have to avoid IHT if your home takes you close to, or over, the 
current allowance? Despite the urban myths, the one thing you definitely cannot do is simply 
sign your house over to your chosen beneficiaries and continue to live in it. This is called a 
'gift with reservation' and is ultimately inefficient for tax planning purposes as the house will 
continue to form part of your estate. The only way you could legitimately follow this route, 
would be to gift the property to your chosen beneficiaries and then pay a market rent whilst 
you continue to reside in the house. For many of you, having paid off your mortgage, this is 
unlikely to be a popular option. It also carries an additional risk that should you beneficiaries 
face any financial troubles in the future, the property could be used to settle any of their debt 
or be included in any divorce settlements.  
 
So what options do you have? You could sell, move out and rent or buy somewhere smaller, 
gifting the balance of your gain to your beneficiaries. This is called a potentially-exempt 
transfer (PET) and becomes IHT-free as long as you survive 7 years. If you have a big enough 
house, you could arrange joint ownership and live together in the house. That proportion of 
the house would become a PET and again, is IHT free as long as you survive 7 years. In our 
experience neither of these options are particularly attractive to many of you! The most 
common alternative is to look at ways in which the remainder of your estate might be 
invested in such a way so as to bring down the eventual liability on the estate. There are many 
ways to do this, from gifting monies, making arrangements for funds to pass into trust, or for 
those of you looking to retain greater control of your investments investing into vehicles 
which offer relief after holding periods of between 2 and 7 years. There are no easy ways to 
avoid IHT if a lot of your equity is tied up in your main house. However, you can at least 
maximise use of all the other allowances available to you and we will be happy to continue to 
help you to look at your options in this regard. 
 
With this in mind, please let us know if you would like a review of any aspect of your 
finances including the area of Inheritance tax. In the interim, we hope you continue to enjoy 
the last of the summer sunshine and we will be back in touch with our next update in early 
December.  
 
With kind regards, 
 
 
 
Kevin Caple      Jody Banks 
Director.      Director.  


