
In this issue…

www.fraserheath.co.ukAugust 2016 Edition

Helping you face the future with knowledge and confidence

Well If I told you in February that by July we would be out of Europe, have our second female prime minister, 
be behind Wales in FIFA world rankings and have won three Wimbledon titles, you might have thought that 
someone had been playing with my medication and yet here we are. 
 
It started when George Osborne’s budget on 16 March when did not deliver the expected review of tax relief 
on pensions, which he completely bypassed, and instead he surprisingly chose to improve rates for CGT and 
increase NISA allowances for next year whilst at the same time making further cuts to the benefit system. This 
seemed rather at odds to the public mood and the only measure which received support generally was his 
“sugar” tax announcement. Markets remained subdued throughout the Spring and the general consensus was 
that businesses were sitting on their hands ahead of the referendum in June which delivered a surprise that 
seemed to catch everyone on the hop, including the exit poll, investment markets and the key protagonists 
campaigning to leave. The pound suffered record falls but has since stabilised, albeit at lower levels, and 
markets generally recovered their losses with extraordinary speed as the BoE and then Chancellor immediately 
sought to re-assure markets that they would do all they could to stave off the UK falling into recession. At the 
middle of July markets were as high as they were in July 2015 as investors also realised that with deposit rates 
at virtually zero and possibility of property prices falling, exiting the markets offered no immediate solution and 
the stock market still looks the best place for longer term earnings. More on this in investment matters. 
 
Following David Cameron’s understandable immediate resignation and as expected challengers quickly 
fell by the wayside, Theresa May was crowned in short order and has certainly acted quickly in changing 
the guard, with very few cabinet members retaining their posts and the odd surprise in new appointments. 
“Keep your friends close and your enemies …….” Certainly decisive and let’s hope they quickly find their feet 
and are up for what looks set to be a time of challenges and opportunities. 

Meanwhile in our world, the implementation for our new back office system has been going well, although 
not without problems and we have had encouraging feedback following our review meetings with regard to 
the new style of valuation report. As you may recall, it is planned to give access to all your valuations through 
a secure portal but this is likely to be in the new year now as we try to iron out a few remaining gremlins. 
As those of you who have had your reviews this year, our portfolios have held up well in difficult market 
conditions but have all received a surprise boost following the Brexit vote. For those of you who subscribe 
to our investment meeting minutes, we hope these have kept you suitably informed and that our post Brexit 
emails have been helpful and reassuring. 

We have been having a busy summer, especially in the Para-planning department, where Miranda heads off 
on maternity leave and Helen and Sara have got married (not to each other!). Congratulations to all of them. 
We have also strengthened our back office team and expect further recruitment in the second half of the year. 
 
Enjoy the second half of the year which will be interesting on many fronts and if you are holidaying in Europe 
or America you may need a little extra cash !!   

Jim Collier
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It is safe to say that 2016 has been an eventful year so far! The big news 
Stateside is that we now know that Donald will take on Hilary to decide 
who will become the next President of the United States, the World’s 
most powerful person!! No doubt we will all be heartily fed up of the 
news coverage by the time we get to election day, 8th November 2016, 
but at this stage I have to confess to being rather more interested in US 
politics than ever before. Perhaps it is the personalities and back stories 
of the main protagonists or maybe just curiosity to see who the US 
electorate will vote into the White House, given that a sizeable percentage 
of US voters claim not to be willing to vote for either of them?! What is 
clear is that the outcome will be crucial for the fortunes of the global 
economy over the next five years or more. We cannot underestimate 
the importance of the World’s largest economy on the success, or 
otherwise, of our own investments. 

The outlook for profits for Corporate America is critical for the success 
of the global economy over the next few years. Given the rebound in the 
oil price and the halt in the rise in the dollar, one might expect that US 
corporate profits will improve. If this happens, companies will continue 
to hire staff and invest, which will result in stronger economic growth 
numbers. However, if profits do not rise, we could well see the opposite 
effect, which could result in a recession in the US. A global recession 
would not be too far behind in that scenario. 

Then there’s the fallout from Brexit, of course. Having witnessed the 
initial panic in the aftermath of the result being announced replaced by a 
realisation that little will change in the short term at least, markets have so 
far taken the shock well. However, we all realise that the tough negotiating 
and jostling for position will follow in the months ahead, once article 50 
has been triggered by the new Prime Minister’s government. Markets will 
no doubt react once this process is underway. The Bank of England have 
just cut interest rates to the lowest ever level and announced a package of 
additional measures to help stimulate the economy, holding good to their 
promise that they will do whatever is necessary to support the economy. 
In the meantime, active fund managers are identifying stocks that will 
benefit from the sharp fall in the value of the pound that the exit from the 
European Union has prompted and we certainly expect good active fund 
managers to be able to outperform their respective benchmark indices 
as a result. 

One sector of the UK market that has faced an immediate problem has 
been commercial property. As those of you who receive our investment 
meeting minutes will already know, a number of the largest UK commercial 
property funds have imposed temporary suspensions on buying or selling 
units, or reduced the fund price, while an orderly sale of property can take 
place. This is designed to ensure that, in such times of volatility when 
withdrawals outweigh investments, those investors who wish to remain in 
the fund for the long term are not disadvantaged by the actions of those 
who want to sell. We still believe commercial property has a place in a 
well-balanced portfolio for a long-term investor and so we look forward to 
the time when the funds reopen and we can resume investment for new 
investors and rebalance those who already hold the funds. 

What about China? Well, so far in 2016 we have witnessed a stabilisation 
of growth, with the Chinese government employing various measures 
to stimulate their economy. The authorities have also reduced the 
amount of active management of their currency, which has led to a 
stabilisation of foreign exchange reserves and a reduction of capital 
outflows. Commentators do expect the Chinese economy to continue 
to grow, albeit at a slower rate than in recent years but still better than the 
economies of their Western counterparts. 

So, taking account of all of these issues, what is likely to happen? The 
balance of opinion is that a global recession will be avoided because US 
corporate profitability will sustain their own and the global economy and 
that this will be backed by growth in China. The view is that the UK will find 
a way to exit the EU without the rest of Europe imploding and that growth 

throughout the UK and the Eurozone will continue, but at a slower pace 
than it might have been had the result of the referendum been to remain 
in the club. Whilst passive strategies have performed strongly in recent 
weeks as global indexes rose we remainconvinced that active managers 
will be able to deliver more stable returns than their respective benchmark 
indices by avoiding the stocks that will suffer as the exit process continues. 
Overall, we are cautiously optimistic about prospects for the coming year, 
but do expect a few more surprises along the way!          

Mark Fletcher

Pension News
Fixed Protection 2016

As a result of the reduction in Lifetime Allowance from £1.25m to £1.0m 
with effect from 6th April 2016, two new transitional protection regimes 
were introduced: Fixed Protection 2016 and Individual Protection 2016. 
It is also worthwhile noting that Individual Protection 14 (IP14) is still 
available and as such it should be considered for those who qualify 
and have pension provision valued above £1.25m at 5th April 2014 
(applications can be made up to the 5th April 2017)

Protection 2016 is aimed at anyone who doesn’t have primary, enhanced 
or FP12/14 LTA Protection, who expect their fund to be in excess of the 
reduced LTA at the point they crystallise their benefits.

In summary the main features and the major conditions are:

Fixed Protection 2016 - receive a £1.25million Lifetime Allowance

Not available to clients who, as at 5 April 2016, already have Primary, 
Enhanced, or previous Fixed Protection

There is no minimum pension value required to apply for Fixed Protection 
Contributions to all Defined Contribution schemes need to cease by 5th 
April 2016.

No further accrual allowed within Defined Benefit schemes after 5th  
April 2016, other inflationary increases up to CPI

If fixed protection is lost, the member needs to notify HMRC within 90 
days

On death prior to FP16 application, there is provision for an individual’s 
personal representatives to apply for FP16.

Losing Fixed Protection Fixed protection can be lost in the following ways:

If a new arrangement is started (except a permitted transfer);

If there is benefit accrual - see below; and/or

If certain transfers are made - see below.
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Benefit Accrual

Defined Benefit Schemes

The calculation of benefit accrual for defined benefit schemes for fixed protection 
is fundamentally different than the calculation for enhanced protection.

Accrual is limited to the higher of the following:

The sum of the rate of increase under the scheme rules at 9 December 
2015* and the relevant statutory increase, or

The higher of the CPI increases (the percentage by which the  
consumer price index for the month of September in the previous  
tax year is higher than it was for the September before that- or 0% if 
it is not higher) or the relevant statutory increase.

Continuous membership of an existing death in service scheme that provides 
no more than 4 times salary as a sum assured is generally not considered a 
benefit accrual but you should check with the scheme administrator.

An increase to a pension in payment is not a benefit accrual.

In order to apply for fixed protection please go to 
www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance

 Jim Collier

State Pension Age 66 for All by October 2020

There have been many changes to the State Pension system over 
recent years. Here’s a round-up of some of the key changes and how 
they might affect you.

The move to have the same State Pension age for women as men 
was speeded up in 2011. There was to be a more gradual transition 
when plans were announced to equal retirement ages in 1995 but 
now, within the next two years or so (November 2018), the earliest age 
women will be entitled to receive State Pension is 65 and then for all 
of us, age 66 becomes the earliest age that you will be able to claim 
your State Pension.

This acceleration of the delayed right to access your State Pension 
has been poorly communicated by the Government and has left many 
women in the position of not having had sufficient time to plan for the 
change. A campaign group called Waspi (Women Against State Pension 
Inequality) are campaigning for change and a smoother transition.

While this affects those born in the 1950s, younger readers should 
note that State Retirement age is under continuous review and will 
increase in line with improvements in life expectancy. It could mean that 
someone completing their A Levels today might have close to 60 years 
of working life before being eligible for their State Pension.

The New Single Tier State Pension

The New Single Tier State Pension was introduced for those hitting 
State retirement age after 5th April this year. Until then, we all built up 
an entitlement to the Basic State Pension and qualified in full after 30 
years of paying National Insurance contributions, and we also built up 
rights in the Additional State Pension..

The new system is just one payment that is higher than the old Basic 
State Pension and is £8,093.80 per year (if you have paid in for 35 
years or more). This compares with £6,203.60 under the previous  
Basic State Pension. If you had built up rights to an Additional State 
Pension under the old system which, when added to the old Basic 
State pension created a figure higher than the new State Pension, this 
will be protected. So some of you may still get a State Pension at a 
higher level than the new State Pension.

Others, however, may find that your State Pension will be less than 
the full new State Pension. This can occur if you have had a period of 
contracting-out under the old system and therefore have a separate 
pension pot built up already. This group mainly consists of people in 
defined benefit pension schemes who paid a lower rate of National 
Insurance as part of their membership of that pension, and also those 
who had a contracted-out rebate paid to their own Personal Pension. 
The Government have ensured that you don’t benefit twice.

For those not yet in receipt of State Pension but who no longer work, we 
strongly recommend that you obtain a State Pension forecast. You have 
the option to make Voluntary Contributions to buy added years in the 
State Pension and for some people this represents outstanding value 
for money, even if you have already paid in for 35 years. If your State 
Pension forecast indicates you are heading for less than £155.65 per 
week, contact your financial adviser who can help you assess whether 
to pay for Voluntary Contributions and when to do so.

State Pension Deferral

In April this year, the rate of increase awarded to those people who 
deferred taking their State Pension almost halved. Until then, people 
looking for a secure inflation proofed income for life and who had other 
funds available through work or savings, saw an increase in their State 
Pension of 10.4% per year for every year they deferred. This rate of 
increase was deliberately generous in an attempt to encourage UK 
citizens to continue to work and pay taxes. In practice, few people 
understood this benefit and it was typically only those clients with 
significant savings and informed financial advisers who took advantage. 
Consequently, this has returned to a mathematically neutral formula of 
5.8% for each year you defer.

Those of you who have deferred your State Pension should make sure 
that this continues to be the right option for you.

For clients now approaching State Pension age and considering 
whether to defer, this might still prove to be an attractive way of boosting 
your secure retirement income if you think you might live a long life. As 
you have to survive 17 years under the current rate of increase, it is 
more attractive to those of you who are fit and active with a history of 
longevity in the family than for those with reason to suspect that their 
lifespan might be shorter than average. Keep in mind also that if you are 
retiring under the new system that unlike the previous arrangement, no 
aspect of State Pension is inheritable by your spouse. So using joint 
assets today to allow one of a married couple to defer the State Pension 
might result in a poor outcome if that individual dies early. We can help 
you weigh up your State Pension options at the appropriate time.

Miles Hendy

www.fraserheath.co.uk

Pension News Continued

3



www.fraserheath.co.uk

Notebook

August 2016 Edition

Fraser Heath Financial Management Ltd
The Stables, Says Court Farm, 
Badminton Road, Frampton Cotterell, 
Bristol, BS36 2NY

Tel: 01454 327788
Fax: 01454 327799
office@fraserheath.co.uk
www.fraserheath.co.uk

Helping you face the future with knowledge and confidence.  
Visit our website or call us today for further information

Important: The information in this newsletter is designed to inform you about our company and our services. Ideas mentioned are not a 
recommendation. Any decision you reach based on reading our content is your personal decision and we accept no responsibility for any loss 
suffered. For a personal recommendation, please contact us. Fraser Heath Financial Management Limited is authorised and regulated by the 
Financial Conduct Authority. Registered in England 4357058.

Lifetime ISA 

The new Lifetime ISA is due be available from April 2017 but it was 
George Osborne’s idea and therefore there is a possibility it may never 
happen. However, on the assumption that it will, here are some of the 
key facts to consider :

It’s available for those between 18 to 40.

You can save up to £4,000 each year, and receive a government 
bonus of 25% on savings put in before age 50. – that’s a bonus of up 
to £1,000 a year.

You can use some or all of the money to buy your first home, or keep it 
until you’re 60 – it’s up to you. If it is to be used as a deposit the home 
must be valued at £450,000 or less.

The total amount you can save each year into all ISAs will also be 
increased from £15,240 to £20,000 from April 2017

Probate Fee

The government is planning huge rises in the probate fees charged 
when an individual dies and leaves property to their relatives in a bid 
to raise an additional £250m a year.  The flat £215 fee will be replaced 
with a new system of tiered charges that would result in some paying 
as much as £20,000 for estates worth more than £2m.

For estates worth between £500,000 and £1m the new fee will be 
£4,000, rising to £8,000 for those worth between £1m and £1.6m, and 
£12,000 for those valued at between £1.6m and £2m.

Proposed new probate fees before inheritance tax:

£300 for estates worth more than £50,000 and up to £300,000

£1,000 for estates worth more than £300,000 and up to £500,000

£4,000 for estates worth more than £500,000 and up to £1m

£8,000 for estates worth more than £1m and up to £1.6m

£12,000 for estates worth more than £1.6m and up to £2m

£20,000 for estates worth more than £2m  “

Michelle Lewis

Mortgage News

Post – Brexit: Now could be a good time to review your mortgage

In light of the recent Brexit result there has been a lot of speculation 
over whether house prices will fall and which way interest rates could 
go. In times like these it’s important to  remain calm, consider your 
options and avoid making decisions in haste. Many lenders have been 
introducing new mortgage products with record low interest rates and 
it appears the mortgage price war is continuing. A few lenders have 
started to lower 10 year fixed rate mortgages, which has sparked some 
discussion around longer-term interest rates.  You can currently fix for 
10 years from 2.49%  so if you are not planning on moving home in the 
medium term, you could take advantage of these longer-term deals but 
coming out of them usually comes with a hefty early repayment charge 
so you need to consider this in your decision.

Naturally, long term fixed rates are only appropriate in certain situations 
but there are many other options, so if you are planning a move or 
coming off a fixed term mortgage product it worth contacting the 
mortgage team at Fraser Heath Mortgage Services and speaking to 
Shaun or Chris – 01179-329797.

You should be aware that your home may be repossessed, if you 
are unable to maintain the payments on any loan secured on it.

Shaun Smith




