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Happy New Year
A belated happy New Year to one and all and may 2013 be all 
that you hope for. 2012 was certainly a memorable year all round. 
The Queens Diamond jubilee, a fantastic Olympic Games capped 
by a miraculous victory for Europe in the Ryder Cup. It made you 
proud to be British once again and I’m sure we all have our own 
special memories.

In contrast, the weather was shocking and for the economy 
it was another disappointing year as the country grappled 
with stubbornly high borrowing set against a global economic 
slowdown. Thankfully however unemployment did not reach the 
predicted 3 million and has fallen steadily in sharp contrast to many of our European neighbours, especially 
Spain. Central Bank intervention has helped provide some stability more recently and this is refl ected in 
market values that have enjoyed a strong recovery over the last six months. We have more about the 
economic outlook in our Investment Matters section.

In our last two newsletters I have 
spoken about the Retail Distribution 
Review (RDR) and the changes it brings 
to all companies involved in Financial 
Services. By way of a reminder, the 
three principal aims of the FSA in 
carrying out this review were as follows:
• To improve the professional standards of advisers 
so as to ensure that you only receive advice from an 
appropriately qualifi ed individual.

• To increase transparency of the costs incurred for 
the advice and services you will receive.

• To provide clearer understanding about the advice 
provided.

We would like to think that we have satisfi ed these 
key principles for some time and as a result any 
change to how we work with you will be minor. As 
you would expect, all our advisers hold the required 
Statement of Professional Standing (SPS) certifi cate 
and this has to be renewed annually. However, and 
as predicted, the higher requirements and transition 
has not been as manageable for many fi rms and we 
have seen the number 
of advisory fi rms and 
individual advisers 
reduce signifi cantly at 
the start of the year 
and expect more 
casualties over the 
coming months

As you know, our advice has never been free but 
the way in which you pay for our services has now 
changed as commission paid by insurance and 
investment companies has stopped for all new 
transactions and adjustments.  Commission has 
now been replaced by “adviser charge” and can, 
in most cases, continue to be paid to us by the 
investment companies rather than an up front fee 
from our clients. For any new advice, the amount 
of the adviser charge and how it will be paid for 
will be agreed with you in advance, just as we 
have operated in the past, and therefore for the 
vast majority of our clients there will be no material 
change.

From the beginning of this year advisers must 
now declare whether they are “Independent” or 
“Restricted”. Fraser Heath will remain independent. 
This means that when advising you we will 
consider all the options appropriate to your fi nancial 
circumstances rather than limit the scope of our 
advice to certain products provided by a limited 
range of companies. This allows us to continue 
advising clients with specifi c or specialist needs that 
otherwise we could no longer accommodate.
One issue that will arise from the RDR is, we believe, 
increased bureaucracy from many of the companies 
with which we deal. As you know, providing a 
friendly, professional and effi cient service is at the 
heart of all that we do and so please forgive us if you 
fi nd us having to ask for extra paperwork from time 
to time to satisfy these new requirements.
 
Jim Collier 
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evidence is starting to appear, many key fund managers who make a living 
by investing in the region expect good returns from this area of the Globe 
over the next couple of years. They report being able to buy the shares of 
high quality businesses at much lower prices than they were before the 
Chinese slowdown began, which bodes well for returns from these funds 
when the wider market picks up in earnest.

In the UK we have seen healthy returns 
from many of the strong, blue chip 
companies and so one could expect 
their smaller and mid cap counterparts, 
which generally lag their big brothers 
and sisters as the economy emerges 
from a downturn, to do well over the 
next couple of years. That is not to 
say that larger companies have had 
their day, of course. We still favour 
the UK equity income sector, where 
the income paid is a solid base to 
the overall return. This approach is 
becoming increasingly popular and successful for global investing too, with 
many of the best-performing funds in 2012 belonging to the Global Equity 
Income sector.  

Commodities had a very poor year in 2012, in response to falling prices 
around the World prompted especially by the slowdown in China. However, 
the emergence of China is one of the key long-term investment themes 
and one should expect to see a resumption of growth in this area as the 
Dragon reawakens. 

We have, of course, also continued to closely follow sectors and markets 
and reacted to changing markets and conditions to reduce or remove poorer 
performing assets in favour of those we consider to offer the best prospects 
for growth in the future. This has resulted in several changes to our model 
portfolios invested through our Wealth Management Platform, prompted by 
the regular deliberations of our in-house investment committee.

We also spent much of the last year developing and refining new investment 
approaches so that we can offer our clients several ways of investing 
depending upon their preferences. We have therefore recently introduced 
Fraser Heath Blended Portfolios, which are actively-managed, risk-graded 
model portfolios where the day-to-day investment decisions are left to a 
combination of some of the most talented investment managers in the 
country. This strategy is particularly suitable for those clients we see less 
often, as it enables investors to take a less active role in their portfolios, 
secure in the knowledge that the experts are constantly looking to deliver 
the best return within pre-agreed risk parameters.

If you would like to know more about what Fraser Heath’s different 
investment approaches offer, and how they could benefit your portfolio, 
please speak to your usual adviser. 

Mark Fletcher
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2012......a year to remember for many reasons.... The 
Queen’s soggy, but uplifting, Diamond Jubilee, the 
fantastic Olympic Games, and the exhilarating Paralympics 
to name just three. But how did investors fare in 2012? 
By most measures it was a disappointing time in the 
equity markets. Fears about Europe, the slowdown in the 
Chinese economy and the US “fiscal cliff”, not to mention 
concerns about the anaemic “recovery” of our domestic 
economy, rather undermined confidence and we all know 
that a lack of this leads to uncertainty and so falling share 
prices. This was the backdrop for most of the first half of 
the year before two shafts of light appeared in July and 
December to brighten the gloom and suddenly all was well 
in the financial world again, or at least the outlook wasn’t 
as bleak!!

This light emanated from two sources...Europe and the US. Firstly, the 
widely-publicised pledge in July from Mario Draghi, President of the 
European Central Bank (ECB) to do “whatever it takes” to preserve the Euro 
and his follow-up plan for a new ECB bond-purchase programme helped 
bring the Eurozone back from the brink of break-up...for now! Secondly, 
the 11th hour announcement by leaders of the main political parties in 
the United States that they had reached an agreement and so avoided 
sending the US economy over the “fiscal cliff” (for now!) removed much of 
the uncertainty that had plagued markets in the early part of the year and 
enabled the markets to re-focus on earnings and profitability of companies 
rather than dwell on the big picture for a change. We saw markets recover 
some lost ground after Mr Draghi’s comments in the summer and then 
surge to 5 year highs in the last few weeks of the year and into early 2013 
in response to the improving outlook in the US.

The United States is arguably the most resilient economy in the World 
and should not be underestimated for one moment. Many of the World’s 
leading businesses are based in the US, as are many of the best embryonic 
companies. We would not be at all surprised to see data from the US 
surprising the market in a positive way in 2013, as Chief Executives of many 
companies get some of their confidence back and start investing some 
of the cash they have been hoarding in the last few years. Ben Bernanke, 
Chairman of the Federal Reserve, has followed a similar path to other 
Western central bankers and cut interest rates to the quick and so the 
prospect of sitting in cash for the long term is particularly unappealing to 
many businesses in the face of persistent inflation.  We like the US market 
on a medium to long term view, as do many of the fund managers with 
whom we are in regular contact.

Prospects for China and other Far Eastern markets improved as the 
year went by, with the consensus view now that the Chinese economy 
will experience a “soft landing”. Assuming this view is correct, and the 

Investment Matters

2



www.fraserheath.co.uk

3

Tax Year Changes  Auto Enrolment

Autumn Statement 

An increase to the personal tax 
allowance by £235 in April 2013 
means that you can now earn 
£9,440 without giving rise to a 
personal income tax liability. The 
government has pledged to make 
the first £10,000 of income free from 
income tax and this higher than 
average increase demonstrates their 
drive to achieve this. 

The amount which you can earn without paying the higher rate of 
income tax will also rise in April 2013 from £41,450 to £41,865. 

There will be a reduction to the additional tax rate for individuals who 
earn in excess of £150,000. The additional rate of tax will be reduced 
from 50% to 45% on 6th April 2013. 

Changes to Pensions

Contributions

There will be a reduction in the Annual Allowance from £50,000 to 
£40,000 from April 2013, but the good news is that the carry forward 
facility (that allows you to use up any unused allowance from the 
previous three tax years) is retained.      

Income

The GAD rate will be increase from 100% to 120% which means that 
the maximum annual income you can take from a capped Income 
Drawdown arrangement will increase significantly when a Drawdown 
review is triggered after 25th March 2012.

In addition to the increase in the rate the Government Actuary 
Department (GAD) use in calculating the income, gilt yields also rise 
to 2.5%. To put this all in perspective the impact on a male aged 60 
with an Income Drawdown fund of £100,000 is as follows - 

Maximum Drawdown income in Dec 2012 - £4,600 per annum 

Maximum Drawdown income post 25 Mar 2013 - £5,880 per annum 

Lifetime allowance

There will be a reduction in Lifetime Allowance (LTA) from £1.5m 
to £1.25m from April 2014. The Government are consulting on an 
exception to this change to protect people who will have pension 
assets valued between £1.25m and £1.5m at April 2014. This 
exception will be called ‘Fixed Protection 2014’. A likely feature of 
this exception will be that pension contributions must stop once it is 
applied for.  

Richard Ellis

You may have recently noticed radio advertisements as well as 
television commercials starring business gurus such as Theo Paphitis, 
Karen Brady and Nick Brewer. The objective of this campaign is to 
communicate the impending changes to workplace pension provision 
in the UK under Auto Enrolment legislation. Although the concept of 
“pension provision for all” should be commended in terms of seeking 
to address the issue of retirees in poverty, it really is not this simple. 

The process started in July 2012 for the largest UK companies. The real 
challenge will be for small to medium-sized businesses in understanding 
their obligations to their employees and the costs involved in providing 
statutory minimum pension contributions for all eligible staff. 

To put this in perspective, in November 2013, around 2,000 companies 
are required to establish a workplace pension scheme. In February 
2014, around 3,000 companies will do the same. By May 2014 it will 
be 12,000 companies a month. By 2018 an estimated 10 million UK 
workers should be saving into a pension for the first time.

The legal obligation to ensure any pension scheme meets the 
certification requirements, has appropriate investment governance and 
is administered effectively lies with employer. The Pension Regulator 
(TPR) has issued specific guidelines for employers detailing what will 
happen in the event of non-compliance. 

As we get closer to 2014, it is anticipated that pension administrators 
will become more selective over which workplace pension schemes 
they choose to accept. Where it may not be commercially viable for 
pension administrator to accept a pension scheme the government 
have positioned NEST as a low-cost alternative. NEST is an organisation 
selected by UK government to run and administer workplace pension 
schemes for the masses. It is our view that NEST will not be an 
appropriate solution for many businesses.

We believe that having discussions and making plans in excess of 
18 months from the date you are required to comply with the new 
legislation (known as your Staging Date) makes perfect sense. This 
way an appropriate plan can be considered factoring in business costs, 
staff communications, potential changes to employment contracts, 
administration and payroll deductions. 

 At Fraser Heath we have been very proactive with existing clients of 
ours to ensure that they understand their obligations and put plans in 
place to help them with the transition. The new legislation is not purely 
about having a pension scheme, it is about having the systems and 
processes in place so that you can comply with the new rules and de-
risk your business from potential enforcement action.

If you wish to discuss how these new rules will affect you we can 
provide an initial, no obligation, consultation at our expense to enable 
us to understand your circumstances and your needs. On provision of 
specific workforce data we can provide a full detailed report as to how 
the new rules will affect your business and the likely costs involved. We 
will highlight ways in which you can mitigate these costs and select the 
most appropriate employee benefit solutions for you from the whole 
of the market. We will of course provide an estimate of fees after our 
initial consultation.

Please do get in touch if you feel you would like to discuss your 
obligations as an employer under Auto Enrolment.



www.fraserheath.co.uk

Notebook

February 2013 Edition

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

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

Helping you face the future with knowledge and confi dence. 
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.

Follow us:

End of Tax Year Planning

Child Benefi t Changes

There are signifi cant changes to child benefi t which became effective 
from 7th January 2013. A tax charge is now levied where an individual 
earns more than £50,000 and is in receipt of child benefi t. The High-
Income Child Benefi t Charge (HICBC) is one percent on the benefi t 
paid for every £100 of income over this threshold and therefore 
removes Child Benefi t completely once an individual earns £60,000. 
If affected you can choose to stop receiving the benefi t or pay the 
HICBC. The tax charge is calculated through the self assessment 
process. There are ways in which those affected can reduce their net 
income to lessen or even remove the HICBC liability such as making 
a smart pension contribution or a charitable donation. Opting to stop 
receiving the benefi t should be carefully considered as it may mean 
losing other important benefi ts such as added years towards the state 
pension for non working spouses.

The 60% Tax Trap

If you have income in excess of £100,000 you are paying a marginal 
60% rate of tax on income between £100,000 and £113,000. This is 
because £1 of your personal allowance is 
lost for every £2 of income over £100,000 
with the personal allowance completed 
exhausted at £113,000. It is likely this tax 
charge can be avoided and your personal 
allowance retained through making a 
pension contribution at the appropriate 
level. Making the pension contribution will 
have the effect of reducing your income. 
An example would be an individual earning £115,000 and making a 
£15,000 pension contribution. If this pension contribution is made via 
a salary exchange exercise the equivalent tax saving rises to over 65%.

Fraser Heath Mortgage Market Review 

Congratulations to our colleague Chris Howard, who recently passed 
his Equity Release Exam and this will be a benefi t to all our clients, 
requiring this additional service, to have access to an in-house 
specialist.

There are signs that the market weakness of recent months may be 
coming to an end. House purchase and remortgage activity have 
picked up in the last few months and this refl ects improvements in 
European funding conditions more generally and Funding for Lending 
Scheme effects.

It is early days for the FLS and an important factor relevant to the longer-term 
impact will be the extent to which household demand - still constrained by the 
wider pressure on household fi nance - increases in response. While a dramatic 
improvement seems unlikely, the latest RICS survey, reporting the strongest 
reading for house buyer interest in nearly 3 years, has been interpreted as an 
encouraging sign by some commentators.

State Pension Reform

The complex state benefi ts system of graduated pension, state pension, 
S2P and pension credits will be replaced by a fl at rate pension of £144 
per week based on a 35 year National Insurance contribution record. 
It is proposed these changes will be effected in 2017. This should be 
welcomed as it provides greater transparency as to what the state will 
provide as a retirement income. As with any major legislative change there 
will be winners and losers. The Institute of Fiscal Studies have implied that 
those reaching retirement age after 2060 will be worse off - hold the back 
page! Most people understand that the state cannot prop up an ageing 
population at the current benefi t level.

Current Best Savings rates

We all know it is quite hard to get a consistently competitive rate of interest 
on cash savings especially as rates generally fell throughout 2012. This is a 
snapshot of the rates you should be achieving on various types of account 
and be especially aware when you are coming off a fi xed rate.

Online - Instant Access Deposit Accounts:

·    Post Offi ce Online Saver Issue 9 – 1.85% - 

    (inc 0.7% bonus for 12 months) - £1 min

·    Virgin Money Easy Access eSaver issue 5 - 2% - £1 minimum

Branch/Phone/Post/Online - Instant Access Deposit Accounts:

·    Post Offi ce Instant Saver - 2.1% - 

    (inc 2% bonus for 12 months) - £500 min

Instant Access Cash ISA

·    Barclays Loyalty Reward ISA - 2.28% - 

    (inc 0.25% bonus for 12 months) - £1 min

5 Year Fixed Rate ISA

·    Halifax 5 year ISA Saver - 2.50% - £500 minimum 

4 Year Fixed Rate ISA

·    Halifax 4 Year ISA Saver - 2.45% - £500 minimum 

3 Year Fixed Rate ISA

·    Halifax 3 Year ISA Saver - 2.40% - £500 minimum 

2 Year Fixed Rate ISA

·    Halifax 2 Year ISA Saver - 2.30% - £500 minimum 

 1 Year Fixed Rate ISA

·    Cater Allen Private Bank 1 year fi xed - 2.30% - £5,640 minimum

 Please note rates can change at any time. 

AOB

If you would prefer to receive our Newsletter electronically to an email 
account rather than in the post, please let us know.


