
It seems that every time I have started a 
newsletter over the last 18 months, there is 
a sense of surprise as to the events over the 
preceding months and this newsletter is no 
exception. 

In April, with the Brexit negotiations about to start 
and rumblings on the back benches, Theresa May 
decided to call a snap election. With a lead of 25 
points in the polls and the labour party seemingly 
in complete disarray, one could understand her 
rationale in seeking to strengthen her majority in the 
house, but what then followed was an extraordinary 
few weeks where the Tory (Theresa) manifesto and 
campaign tactics failed dismally to hit the mark and 
left the road clear for a resurgent Jeremy Corbyn 
to very nearly steal the show completely.  We are 
all well aware of the situation that has resulted and 
it has also meant a virtually complete retraction of 
Mr Hammond’s Budget that I reported in the last 
newsletter. 

One has to mention Brexit negotiations, as they fill 
virtually every news bulletin – there I’ve mentioned 
them ! – (more in Investment Matters).

Despite the above and the continuing soap opera 
across the pond and elections in the Eurozone, 
markets continue to prove resilient, despite growth 
forecasts for the UK having been downgraded 
for this year and next, increasing inflation and 
unsecured debt at record levels. The fact that the 
global economy is continuing to recover is helping, 
and the weakness of sterling also continues to 
flatter equity valuations. The BOE have again kept 
interest rates on hold and sight the “B” negotiations 
as good reason to do so, as there is understandably 
a real fear that any increase will slow the economy 
further.  

Since our last newsletter I am also happy to advise 
that we have taken on two further advisers to our team 
to help with the growing demand for our services and 
the encouraging number of client referrals. Indeed, 
the demand for financial planning advice has never 
been greater due to the increased complexities of 
pension legislation and more recently has in part been 
due to the heightened increase for advice regarding 
preserved defined benefit pensions, where transfer 
values have never been higher. This is a complex area 
and where dealing with an expert trusted adviser is 
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vital, as the consequences of getting the decision 
wrong can be enormous. We have strengthened our 
resources in this area as well. 

Firstly, Simon Porter has joined us after spending many 
years as a specialist in pensions and investments. 
He has worked closely with us for a long time in this 
capacity until we finally convinced him to join us as a 
financial planner. We were delighted he accepted as 
his many years in Financial Services will be a great 
asset to us.

We have also been joined by Chris McGonigle who 
has worked ‘Man and Boy’ in the Financial Services 
industry. Chris joins us having worked for Life 
Companies, Investment Houses and as a Chartered 
Financial Planner and Pension Specialist.  We are very 
pleased to have added someone to our team with so 
much relevant experience and who we have known 
for many years. 

On a lighter note, I am happy to report the safe 
return of the Common Oars who completed their 
momentous challenge of rowing round the UK 
completely unsupported. Unfortunately no new world 
record but the weather was against them most of 
the time. Congratulations to my nephew Oli and his 
comrades, Leo, Luke and Dan. Thus far the boys have  
raised over £40,000 for the charity and the sale of the 
boat will boost this further.  It’s not too late to support 
the charity  - NuVasive Spine Foundation – either by 
going to their Gofundme page or to the Common Oars 
directly. 

Jim Collier



“Hindsight is a wonderful thing….” is part of a famous quotation from the 
celebrated British poet, William Blake, and it is a common thought people 
have when something does not go according to plan. The full quotation 
is “hindsight is a wonderful thing but foresight is better, especially when 
it comes to saving life, or some pain!” Given the outcome of the General 
Election on 8th June, I am sure Theresa May wishes she had been 
blessed with foresight before she announced her decision to hold a 
snap election! It may well have saved her from “some pain” and would 
certainly have avoided the embarrassment she suffered at the hands of 
the electorate. Her position as Prime Minister looked in jeopardy at one 
point, but that particular crisis looks to have faded for now. 

Undoubtedly foresight would be an invaluable tool for us all as investors 
as this would allow us to take full advantage of the volatility that is a 
constant feature of the World’s stock markets. Many people have, of 
course, tried to call or predict the markets over the years and most have 
failed. The reason for this is that markets are imperfect, often driven by 

irrational fear or greed, and nobody possesses the power to see into 
the future. So instead we need to regularly pause and take stock of 
prevailing conditions, identify what is most likely to happen in the light of 
these and then invest accordingly. 

The biggest issue to have influenced markets so far in 2017 has been 
political uncertainty. Some of this uncertainty has been removed by the 
success of Macron in the French elections held in May. A victory for 
Le Pen would have resulted in great instability in France and, indeed, 
across Continental Europe, given her anti-EU stance and extreme 
political views. As it is, Macron was seen as the moderate alternative 
and markets reacted well to both the outcome and the margin of victory. 
Germany goes to the polls on 24th September, with Mrs Merkel hoping 
to secure a record fourth term as Chancellor. Pollsters are predicting that 
she will win convincingly, but then again, they have been known to get 
it wrong in the past! 

President Trump continues to grab global headlines with his erratic style of 
government. Controversy is never far away; his approval rating continues 

to worsen and it remains to be seen whether he will be impeached 
following the investigation into his election campaign’s ties with Russia. 
The revelation that his son, Donald Jnr, met with a Russian lawyer to 
discuss potentially damaging information about Hillary Clinton followed 
a month after it emerged that the President is under investigation for a 
possible obstruction of justice. The comings and goings of staff in the 
White House last month did nothing to help the administration’s image 
and it remains to be seen whether the President will be able to serve a 
full term.

From an economic perspective, there is a growing view that President 
Trump will not be able to deliver his promised tax reforms and this has 
created uncertainty in US equity markets in the last few months. Some 
commentators believe the US economy is flagging and really needs these 
tax reforms to reinvigorate it and give the government some credibility. 
In the meantime, the Federal Reserve has increased US interest rates 

twice so far this year, with 
another rate rise predicted 
between now and the end of 
the year. The suggestion is that 
the Fed are more optimistic 
about prospects for the US 
economy than some and so 
feel confident to press ahead 
with their plans to “normalise” 
interest rates. 

The Office for National Statistics 
recently announced that the 
rate of savings held by UK 
households is at its lowest level 
since records began in 1963. 
The report suggested that 
people are increasingly dipping 
into their savings to maintain 
spending at a time when prices 
are rising. This is clearly not 
sustainable and so the fear 
is that we may either see a 
marked slowdown in the UK 
economy if spending drops or 
a further increase in household 
debt levels. The latter scenario 
would be very challenging for 
the UK economy in the future 

as interest rates are expected to rise at some point, in the same way as 
they have done in the US.

The FTSE 100 Index of leading UK company shares has continued to 
make progress since the Spring, albeit at a more modest pace than we 
saw in the last quarter of 2016. We would not be at all surprised to see 
the UK equity market suffer a correction at some point in the coming 
year, given the uncertainty created by the ongoing Brexit negotiations. 
However, we remain confident that equities will continue to be the best 
performing asset class over the medium to long term, by which I mean 
five years or more, and so long-term investors should hold their nerve 
if and when the markets start to slide. Our confidence is reinforced by 
conversations we have with fund managers who often say that they can 
see plenty of good investment opportunities in the markets in which they 
are active. There is no doubt that change brings about opportunity and 
we fully expect to see considerable change, both at home and abroad, 
in the months and years ahead. 

Mark Fletcher

Autumn 2017 Edition

Investment Matters

2



widows and widowers of deceased lineal descendants. However, the 
children of a cohabiting partner would not be included and nor would 
siblings, parents or friends). 

Closely Inherited
Unlike the main Nil Rate Band relief, RNRB only applies on death – it 
cannot help with any lifetime gifting. An outright legacy to a ‘lineal 
descendant’ qualifies for the relief, but a gift to a trust for one or more 
lineal descendants does not. The gift must be “closely inherited”.  Indeed 
most trusts will not qualify for RNRB. There are some exceptions but 
care is needed with such issues. 

Downsizing Relief
There was concern that as the relief only applied to residences, people 
would be reluctant to sell up or downsize in later life, instead clinging 
on to excessively large properties so as to maximise the IHT reliefs for 
their children. “Downsizing relief” was introduced to reassure people that 
they would not be penalised for downsizing (after 8th July 2015 – the 
date when the measure was first announced). The calculations can be 
complicated but the principle is that the proceeds of sale of a former 
residence can also be used to found a claim for relief, with the figures 
adjusted to take account of variations between the date of downsizing 
and the date of death. 

Taper Threshold
There is an important proviso for wealthier estates.  The relief is gradually 
withdrawn, or tapered, for Estates worth more than £2,000,000. This 
works by reducing the relief by £1 for each £2 in excess of the two million 
pound threshold. 

Estates worth more than £2.2M would receive no relief at present.  

The taper threshold also applies to the value of the Estate on the first 
death, even if the relief is only claimed on the second death, having 
been transferred to the surviving spouse.  Thus, investigations may be 
needed regarding the value of old Estates. The main lesson here is that 
although lifetime gifts can be ineffective for ordinary IHT purposes (if the 
donor dies within 7 years) they can still be effective for the purposes of 
avoiding the taper threshold. 

This means “deathbed” gifting may be a useful way of increasing the 
RNRB allowance.

Life Interest Trusts ‘Trap’
A gift into an ordinary discretionary trust will not qualify for RNRB relief, 
even if all the possible beneficiaries are lineal descendants. This is 
not usually too much of a problem, as most trusts contain provisions 
allowing appointments out to the beneficiaries. As long as funds are 
appointed out to lineal descendants within two years, they can usually 
be ‘read back’ into the Will, as though the gifts had been made directly 
to the lineal descendants in the Will – which allows the extra relief to be 
claimed. However, with a life interest trust (see above under “closely 
inherited”), although the tax implications relate to the second death of a 
couple, the relevant Will belongs to the spouse who died first and if that 
was over two years ago, it may be too late to vary things after the event.

Summary
Overall, this is a welcome relief, but it is not as generous as first appears 
and care, or perhaps professional advice, is needed not to fall foul of the 
various traps and provisions.

Inheritance Tax remains “(controversially) a voluntary tax” but advice and 
planning continue to be an absolute necessity to ensure that the HMRC 
do not appear to be a favourite beneficiary of so many estates. 

Chris McGonigle
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Residence Nil Rate Band
Legislation 10 years in the making finally became law in April 2017, so 
naturally we handed the explanation of this one over to our new boy, Chris.

David Cameron and George Osborne first spoke of raising the 
Inheritance Tax (IHT) Nil Rate Band to £1million in 2007. Without wanting 
to sound political, the expectation at the time was that this would be a 
very popular measure, with large swathes of the country having both 
benefitted and been caught by increases in property values that had not 
been matched by a static £325,000 IHT Nil Rate Band. 

The Conservatives ideal that “it can only be right that when you’ve worked 
hard to own your own home, it will go to your family and not the taxman” was 
postponed by opposition to it during the Coalition Government and a period 
of austerity deemed necessary post the global financial crisis of 2008.

Much has changed between the ideal of £1million IHT Free to the legislation 
of today – but the Residence Nil Rate Band is still of considerable benefit 
to many, and is an opportunity that should not be wasted.

Care can and should be taken to ensure full benefit from these new 
provisions:

The Relief
The additional threshold is initially £100,000. This amount will climb 
by £25,000 each year until it reaches £175,000 in tax year 2020/21. 
When added to an individual’s ordinary Nil Rate Band (NRB) allowance 
of £325,000, this will increase their overall IHT allowance to £500,000.

Transferable RNRB
As with the ordinary NRB, couples can transfer their unused allowances 
to each other - which means that families will, in four years’ time, be able 
to inherit up to £1,000,000 without paying IHT. A claim for Transferable 
NRB (TNRB) can succeed as long as the relief was not used on the first 
death – even if the first death occurred long before the relief was even 
introduced.

Residence
Unlike the main relief, the new relief applies only to a person’s residence. 
It need not have been their principal residence but they must have lived 
there for a period while owning the property. (Note this is different to the 
rules for Capital Gains Tax)

Lineal Descendants
RNRB applies only if the residence is passed to “Lineal Descendants”. 
The rules favour the traditional nuclear family.

This includes children, grandchildren and remoter descendants (but will 
also include adopted children, stepchildren, foster children and even 



Conclusion
Taking the MPAA into consideration is particularly important for clients 
given changing retirement patterns and the fact that it is now common 
for pension contributions to continue after initial crystallisation. The 
reduction in MPAA could impact those who access benefits flexibly and 
then belong to a pension scheme where the employer pays more than 
the minimum required by auto-enrolment. It is important to take all of this 
into account when pension planning.

Simon Porter

Mortgage Update
Buy-to let mortgage rates continue to reduce

The buy-to-let market has seen some turbulent times, with significant 
tax changes, tougher affordability rules and more changes to come into 
force in September. Therefore, it is little wonder that many thought the 
buy-to-let mortgage market might show signs of strain and yet rates have 
continued on a downward path.

Product numbers have been bolstered since the dramatic fall in January, 
giving landlords looking for a mortgage deal today more choice and 
shows that providers are keen to recover and keep the market buoyant.

However, providers are now starting to gear up for further regulatory 
changes which come into effect from 30 September and lenders will 
have to apply stricter standards for landlords with four or more properties.

With the added uncertainty in the economy, landlords looking for a 
mortgage deal are likely to face a bumpy road for a while and anyone 
unsure of their options should seek to speak to a member of our 
mortgage team!   

On the housing front, house price growth has remained broadly stable 
which appears at odds with recent signs of cooling in the housing 
market with the number of housing transactions dipping to their lowest 
level for eight months in June, whilst in the same month, the number of 
mortgages approved for house purchase moderated to a nine month 
low according to the Nationwide Building Society.

However, a lack of homes on the market appears to be providing 
support, with annual house price growth remaining only just outside the 
3% to 6% range that has been prevailing for most of the past two years. 
This pattern looks set to be maintained in the near term, as recent data 
points to relatively sluggish levels of new buyer enquiries. At the same 
time Surveyors are reporting that relatively few properties are coming 
onto the market, whereby the number of houses on estate agents books 
is already close to thirty years lows.

Shaun Smith – Fraser Heath Mortgage Services
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Pension Changes

Government plans to push ahead with cut to 
Money Purchase Annual Allowance (MPAA)
Pension policyholders who flexibly access pension benefits from their 
Personal Pension and Money Purchase Pension arrangements are 
subject to a Money Purchase Annual Allowance (MPAA) that limits the 
contributions they can make to further pension arrangements once they 
start to draw benefits from their pension. The MPAA was introduced on 
6 April 2015 and was based on an amount of £10,000 per annum for the 
2015/16 and 2016/17 tax years.

Last autumn the government announced a reduction in the MPAA limit 
from £10,000 per annum to £4,000 per annum with effect from 6 April 
2017. However, this legislation was subsequently removed from the 
Finance Act 2017 due to the last minute general election in June 2017. 
The government has now confirmed that it still intends to proceed with 
the reduction to £4,000 per annum with effect from 6 April 2017 so we 
must now take this into account.

When does the MPAA apply?

The MPAA will only apply when a pension holder fully accesses their 
pension funds.

This includes the following scenarios:

• Taking an uncrystallised funds pension lump sum (UFPLS).

• Taking income, which exceeds max GAD limits from an existing 
capped drawdown policy.

• Entering into flexi-access drawdown from an existing capped drawdown 
arrangement OR entering into Flexi-access drawdown for the first time 
and subsequently taking income (most common scenario).

• When does the MPAA not apply?
The MPAA will not be applicable under the following 
circumstances:

• Continuing to take income from an existing capped drawdown 
policy where the income falls within existing GAD limits.

• Taking a pension lump sum when moving to a flexi-access 
arrangement but taking NO regular income.

• If you are receiving pension from a defined pension scheme.

• Taking lump sums under the small pots rules.


