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Welcome

Welcome to the winter issue of . As an 
incredible year of financial change draws to a 

close, we take a look at the big issues that have taken 
place over the past 12 months.

The UK’s decision to leave the EU has had a huge 
impact on the nation’s finances and the knock-on effect 
is likely to be felt for years to come.

But even after such a turbulent year, this issue highlights 
how you could still make your money work harder.

In a day and age when a person is scammed every 15 
seconds, we take a look at why the importance of having 
sound financial advice from a trusted organisation has 
never been greater.

We reflect on how annuities have had a rough ride in 
recent times and why they may no longer be the safest 
bet for pension holders to arrange a retirement income. 
Along the same theme, we discuss how government 
changes have added to the challenges facing women in 
affording a comfortable retirement.

Finally, as interest rates fell to a nine-year low this year, 
we examine the alternative options for careful savers who 
have been hit for six by the low rates.

We hope this latest issue of             continues to 
inform and advise you on the important issues affecting 
us all and we look forward to bringing you more regular 
updates in 2017.

Best wishes

The  team
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A round up of the current financial stories.

The News in Brief

We cannot be held responsible for the content of external websites

A Grand Birthday Party

Shopping for birthday presents is a regular 
occurrence in all our lives – and it costs us almost 

£1,000 a year. 

September research by American Express found that, 
on average, British people spend £857 every year 
celebrating other people’s birthdays. We typically 
fork out £36 on a present and £41 celebrating the 
event, although this can rise by nearly 50% if it’s a 
milestone birthday.

And this cost is only going to rise for many, with 18% 
stating they expect to spend more than £117 extra 
on birthday presents over the next 12 months. These 
figures underline the importance of factoring in other 
people’s big days in your own financial budgeting, so 
you can continue to do your part in making it a special 
occasion for your nearest and dearest.
(Source: http://moneyfacts.co.uk/news/money/the-true-cost-of-happy-birthdays/)
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More than two-thirds of British adults have provided 
financial support to their families in some form, 

according to a September survey from OneFamily. 

Although one in five said it’s only the older generation 
who support the younger one, 13% stated that their family 
supports one another financially across generations and 
33% revealed that everyone helps everyone out  
when needed.

Mums are more generous than dads at offering financial 
support (55% compared to 46%). Sons have been the 
biggest recipients of help (28%), followed by daughters 
(26%), mothers (19%) and fathers (11%). In addition, 1% 
of grandmothers have benefited from financial help, but 
no grandfathers have received any support.

More worryingly, 48% of UK adults admit they are having 
to rely on family members for help with everyday  
financial costs.

Keeping It In The Family

Will Your Family Have To Pay 
Inheritance Tax?

Pension Savers Get Advice Boost

The decisions you make around using your pension 
could define your financial future – so it’s welcome 

news that the government is making it easier for you to 
get financial advice. In August the Treasury confirmed 
plans that were first aired in the March 2016 Budget, 
which will enable you to withdraw savings from your 
pension pot – tax-free – to pay for financial advice.

Known as the Pensions Advice Allowance, you will be 
allowed to take up to £500 from your pension to help 
pay for face-to-face financial advice, or to be used 
on an online advice service that provides you with a 
personalised retirement plan. The money must be 
transferred straight to the provider of the advice. 

The new allowance is set to be available from April next 
year. It is on top of the 25% that defined contribution 
pension holders can take from their pot, without paying tax.

T   he inheritance tax rules will start to be changed 
in 2017 – just at the point where record numbers 

of families are having to pay it. Office for Budget 
Responsibility figures project that more than 40,000 
estates will be subject to the tax this year.

In September Saga published figures showing that, so 
far in 2016, more than one in four properties sold were 
above the single person’s inheritance tax nil rate band 
of £325,000. This compares to 13% of properties sold in 
2009, the year the band was first set. Everything above 
your nil rate band is taxed at 40% when you die. Your 
home on its own could trigger a bill.

The government is introducing a new main residence 
nil rate band allowance from April 2017, to be phased 
in over the next four years. By 2020/21 the new main 
residence nil rate band will be worth £175,000 per 
person, after which it will then be increased each year 
in-line with inflation. However, the rules around the 
additional allowance are complex and not everyone can 
benefit from them.
The tax treatment depends on the individual circumstances of the investor and may be 
subject to change in the future. The Financial Conduct Authority does not regulate taxation and 
trust advice.

[Sources: http://www.telegraph.co.uk/news/2016/07/26/new-inheritance-tax-penalises-
28000-for-dying-early and http://home.bt.com/lifestyle/money/mortgages-bills/one-in-
four-homes-now-over-inheritance-tax-threshold-11364084959410] 

(Source: http://moneyfacts.co.uk/news/money/financial-support-runs-in-the-family/)



Stick or twist?  
How annuities could 
still play a role in  
your retirement
Until recently annuities were the most common way 
for pension holders to arrange a retirement income, 
but annuities have had a rough ride of late.
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The value of your investment can go down as well as up and you may not get back 
the full amount invested.

Accessing pension benefits early may impact on levels of retirement income and 
is not suitable for everyone. You should seek advice to understand your options at 
retirement.

These pensions do not include the same security of capital which is afforded with 
a bank or building society savings account.

Levels and bases of and reliefs from taxation are subject to change and their value 
depends on the individual circumstances of the investor.

The February 2014 statistics from the Financial Conduct 
Authority were damning. Despite 9 out of 10 consumers stating 
they understood the options available to them, 60% were taking 
the most straightforward option of sticking with their provider 
to arrange an annuity retirement income. What’s more, 80% of 
these people could have received a better deal elsewhere. The 
complexity and problems of the annuity market were obvious.

Under the old rules – which the government would change 
significantly a year later – you had to use at least 75% of your 
defined contribution pension to arrange a retirement income, 
which for most people meant an annuity. The annuity concept 
itself is a good one: you receive a guaranteed level of income for 
the rest of your life, which gives stability and security. 

Yet average rates had fallen significantly over the previous two 
decades, and as the FCA study showed, too many people were 
failing to shop around for the best available deal. 
The pension freedoms have ended the restrictions on how 

You might want to keep your pot invested for the first few years 
of your retirement, when you’re more active and likely to be 
spending more money on holidays, for instance. By speaking to 
a financial adviser and shaping an investment plan, you could 
make sure your money is exposed to the right level of risk for this 
stage of your life.

With this route you may then use your pot to arrange an annuity 
later in retirement, perhaps when you’re more settled and in need 
of the security. The downside is that rates might fall even lower 
than they are now, in which case you would have to settle for a 
lower income.

Another option you may wish to consider is to split your pension 
savings up and use a portion to purchase an annuity upon 
retiring. This may give you the best of both worlds: a guaranteed 
income and the opportunity to benefit from investment growth. 
Again, you could decide to convert all of your investment into an 
annuity later down the line.

“The first key point is that you no longer have to make definitive decisions  
with your pension upon retiring.” 

you could use your pension savings, so now you could keep 
them invested and draw an income, or withdraw the entire pot 
(paying income tax on three quarters of it). Meanwhile rates 
have continued to fall and, according to September research by 
Moneyfacts, annuities are on track for their worst ever year.

Is there any value in annuities? 

Yet despite all of these issues, the prospect of a stable and 
secure retirement income is still attractive for many people. 

Keeping your pension invested means accepting the risk that it 
can fall in value, which at the very least means keeping on top 
of how your money is performing. Withdrawing the full pot and 
placing it in a bank or building society savings account isn’t a 
sensible option when you consider the large resulting income tax 
bill and current low interest rates. So could annuities still have a 
role in your retirement?

The first key point is that you no longer have to make definitive 
decisions with your pension upon retiring. 

If you decide to purchase an annuity, make sure you avoid the 
mistakes of others. You don’t have to stick with your provider 
– you could shop around to see if you could get a better rate. 
There are different types of annuities with certain extra features 
that could suit your needs, so factor this in too. Asking a financial 
adviser for help is recommended. This way you could find the 
deal best-suited to your individual needs and circumstances. 
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More than one million people in the UK fell victim to 
a financial scam over the first half of 2016 – a 53% 
rise on the same period a year earlier. Fraudsters are 
employing ever-more sophisticated tactics to fool 
innocent people out of their money. 

This research, carried out by Financial Fraud Action 
UK, also found that nearly a quarter of financial fraud 
victims admitted the main reason they were duped 
was because the fraudster was extremely convincing. 
37% thought they were being scammed during the 
conversation, but proceeded anyway.

Types of financial scams

The scams take all manner of different forms. For 
example, the fraudster may contact the victim 
pretending to be from their bank and claim their 
account has been compromised. Others will pose as 
police officers and lie that the victim’s account is at 
risk, persuading them to hand over security details 
which allow them to raid the account. 

And it’s not just bank account related. 
Other common scams include offering 
you investments such as stocks that 
are either non-existent or virtually 
worthless. Many fraudsters adopt very 
pushy sales techniques to pressure 
you into making quick decisions 
without thinking them through. 

The pension freedoms introduced last 
year have also caught the attention of 
scammers, chiefly because defined 
contribution pension holders can now 
access their entire pot from the age 
of 55. 

According to figures from Citizens Advice, for the 
first year after the pension freedoms came into 
effect, 10.9 million consumers received unsolicited 
contact about their pension. In an experiment they 
ran, in which research participants were shown mock 
advice adverts, almost nine in ten (88%) consumers 
selected a pension advice offer containing pension 
scam warning signs.

 
 

What to look out for

The Financial Conduct Authority 
(FCA) has published very clear  
guidelines on how to detect a potential  
scam. For example, they emphasise that  
you should never respond to a cold call or 
unsolicited contact from an organisation.  
If someone unknown contacts you out of  
the blue with a great investment  
opportunity that sounds too good to be  
true, it probably is.

The FCA also has a register of authorised firms 
which are regulated to operate in the UK, on their 
website. So if you’re not sure if the company is 
genuine, you can check to see if they appear 
on it. Helpfully, the FCA also publish a list of 
unauthorised firms you can check. Be wary 
though that even if the company is not on the list, 

it doesn’t mean they are legitimate – 
the FCA might not yet be aware of 

its illegal operations.

If you think you have been 
scammed or someone has 
targeted you, you should 
report it immediately to 
the police and/or Action 
Fraud. You should also 
be wary that, if you have 

fallen victim to a scam, 
you may be targeted 

again by other fraudsters. 
Some even pretend to be 

able to recover lost money on 
your behalf.

Ultimately, the rise of scammers emphasises the 
importance of getting trustworthy help with your 
financial needs. A reputable company will never 
contact you out of the blue or adopt pushy sales 
tactics (indeed, you should report them if they 
do). When it comes to investing your money, 
you should always consider the help of a reliable 
financial adviser who you can be confident is truly 
acting in your best interests. 

Don’t get caught out
A person is scammed every 15 seconds in the UK, showing how important it is to 
make financial decisions with someone you can trust.

Almost  
nine in ten 
consumers 
selected a 

pension advice 
offer containing 
pension scam 
warning signs.
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Despite women outliving men by an average of five years, studies 
show that, when it comes to retirement, women are saving 40% 
less than their male counterparts, putting them at a significant 
financial disadvantage.

A 2015 Scottish Widows study found that only 52% of women are 
saving adequately for retirement. Of those retired, nearly one-third 
admit that the income they receive is less than they had expected.

There are a number of factors contributing to this outcome. 
According to a Labour Force Survey from the ONS, women are 
more likely than men to work part-time. In 2015, 41% of women 
said they worked part-time compared to just 11% of men. The 
same study attributed this to women shouldering the greater 
share of child-care. Paired with the gender pay-gap, which the 
Institute for Fiscal Studies (IFS) identified as 18%, this could 
explain why women are in a position to save less than men.

The state pension fall out 
And then there are the significant changes to the state pension, 
which have affected women far more than men. Until recently 
the state pension age (the age at which you qualify to start to 
receive the state pension) was 60 for women and 65 for men. It is 
currently in the middle of being increased to 67 for both women 
and men, which is a huge change for females. According to the 
Resolution Foundation thinktank, 2.6 million women were not 
given adequate notice about the changes, with some finding out 
at 58 that their retirement age would be 66 not 60.

This year also saw the government introduce the new flat rate 
state pension, which pays £155.65 a week compared to the 
previous amount of £115.95. But even this isn’t entirely good 
news for women. The qualification criteria to receive the full 
amount has changed. Whereas previously you had to have at 
least 30 years’ National Insurance contributions to qualify, this 
has since been increased to 35 years. 

A qualifying year is when you were making National Insurance 
contributions – usually achieved by being in employment. 
Because women are more likely than men to have taken 
extended periods of time off work to raise children, women are 
less likely to have contributed enough National Insurance to 
qualify for the full amount.

This issue is compounded by government computer problems 
which have caused thousands of people to miss out on 
thousands of pounds of state pension entitlement. Women 
who have taken three years off work to raise a family could be 
nearly £14,000 worse off as a result and Royal London estimates 
around 50,000 women could be affected.

What could you do? 
With women living longer than men, the need to have strong 
retirement finances is really important. If you’re getting towards 
retirement age and are unsure whether you will be affected by 
these state pension developments, it’s worth taking steps to 
find out.

With the state pension, the government could provide you with a 
statement of how many qualifying years you already have under 
your belt. If you are set to fall short of the 35 years needed to get 
the full amount, you could make voluntary contributions now to 
rectify this.

With your own finances, it’s worth speaking to a financial adviser 
to get a full picture of the type of retirement you are on course to 
achieve. They could review your existing pension pots and assess 
if you are paying in enough at the moment. This will allow you to 
make changes that could improve your retirement outlook.

The value of investments can fall as well as rise and you may not get back the full 
amount invested.

Mind  
the gap
Recent government changes have 
added to the challenges facing women 
in affording a comfortable retirement.
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A new low for interest rates
Interest rates have plummeted to new depths, and the long-term 
outlook is not promising for savers.

It would seem there is no light at the end of the tunnel for careful 
savers. After more than nine years of all-time low Bank of England 
base rates, August saw interest rates fall again to a new record 
of 0.25%. The consequences for high street savings accounts 
have been predictable, with interest rates falling in line with the 
base rate.

It’s hard to believe many experts began 2016 predicting that the 
base rate would rise this year. But after the somewhat unexpected 
British public vote to leave the European Union in June, the Bank 
of England has taken significant steps to address the resulting 
economic uncertainty. This meant cutting the base rate to 0.25%, 
as well as increasing its monthly quantitative easing programme 
(printing new money with the aim of stimulating growth). 

The Bank of England governor Mark Carney explained that the 
rate cut was taken “because the economic outlook has changed 
markedly”. Although the September monthly meeting to decide 
interest rates saw the base rate kept at 0.25%, some economists 
believe another rate cut will take place before the year is out.

Sharp decline 
Although low interest rates are great news for mortgage 
borrowers, the August rate cut is a further blow to savers. In 
spring 2016, savings rates plummeted to their lowest levels in 
history – and banks and building societies have reduced them 
even further following the base rate cut. 

This is especially problematic if you have long-term objectives 
for your money. According to September 2016 research 
by Moneyfacts, long-term fixed rate ISAs have fallen for 11 
consecutive months. The average long-term fixed rate (excluding 
ISAs) was 2.1% in October 2015, but had dropped to 1.34% by 
September 2016.

But it’s the wider trend that’s really worrying. Back in October 
2007, when the base rate was 5.75%, the average one-year fixed 
rate bond was paying 6.15%, according to Building Societies 
Association figures. In March 2009, when the base rate was cut 
to 0.5%, the average was 2.7%. And in August of this year the 
average rate was down to just 0.86%. The bottom line is that rates 
have been falling for years, and the recent base rate cut is only 
going to continue this pattern. 

Widening your options 
So if you have a pot of money sitting in a savings account that 
you’ve ear-marked for your future, it really is time to reconsider 
your options. If you’re in a position to commit this money for at 
least five years and willing to accept more risk, investing your 
money could be a way of achieving stronger returns. 

There are no guarantees this will happen, but the FTSE 100TM 
defied a mighty fall in the wake of the Brexit verdict and underlines 
the potential of stock market-based investments. What’s really 
important is to consider obtaining financial advice. That way, an 
expert could assess your situation and offer recommendations 
that are tailored to your circumstances.

With economists forecasting that low interest rates will remain the 
case for many years to come, ignoring this issue or hoping for the 
best could have negative consequences on your financial future. 
This problem may yet get worse before it gets better.

The value of your investment can go down as well as up and you may not get back 
the full amount invested.

These investments do not include the same security of capital which is afforded with 
a savings account.



UK people who were born in the 1980s have only 
half the wealth of those born a decade earlier at the 
same stage of life, according to the Institute of Fiscal 
Studies (IFS). 

In September the IFS published data showing 
that people in their early 30s have an average net 
household wealth of £27,000, made up of equity in their 
homes, the value of their pensions and other financial 
investments. Yet those who were born in the early 
1970s had accumulated household wealth of £53,000 
at a similar stage.

The IFS cited unfavourable pension rule changes and 
a drop in home ownership as the key drivers of this 
downturn. By their early 30s, at least 55% of those born 
in the 1950s, 1960s and 1970s had bought their own 
homes, but this has dropped to 40% for those born in 
the early 1980s.

And finally....

Source: 
https://www.theguardian.com/business/2016/sep/30/born-in-early-80s-then-youre-
half-as-wealthy-as-1970s-children-says-ifs

The content of moneyworks does not constitute advice or recommendations.
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Not so acceptable in the 80s
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