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WHAT DOES RETIREMENT PLANNING 
MEAN FOR YOU?

Retirement is often seen as the
end of one chapter and the 

beginning of the next. Planning 
for it isn’t just about getting your 
money organised, although that’s 
obviously very important. 

Depending on your circumstances, you may 
want to take the opportunity to completely 
change your lifestyle, move home, start a 
new business, travel the world, learn a new 
skill or simply put your feet up. And like all 
big projects in life, the more time you can 
invest in thinking it through, the better the 
outcome will be.

MANAGING YOUR MONEY
Getting financial planning advice before 
accessing your pension pot can go a long 
way to help alleviate financial worries 
later on in life. With longevity increasing, 
more people than ever will spend longer in 
retirement than previous generations.

The changes in legislation have given those 
about to retire far greater freedom when 
it comes to using their pension pot, but 
freedom brings with it greater individual 
responsibility. Low interest rates and periods 
of market volatility can make income 
planning for the future a difficult task without 
professional advice.

It is generally agreed that spending in 
retirement tends to follow a u-shaped curve. 
People often spend more money in the early, 
more active years of their retirement, with 
spending decreasing in the middle years and 
increasing again later in life when additional 
care and medical expenses are more likely to 
be required.

BUDGETING FOR  
YOUR LIFESTYLE
It makes sense to begin drawing up a budget 
for your retirement that covers your likely 
income needs. There are various factors 
to consider. You may have income from 
employment, equally you could choose to 
give up work altogether and tick off the 
items on your bucket list. You may decide to 
downsize from a family home to a smaller 
retirement apartment that is cheaper to run 
and means you can extract some equity to 
bolster your income. 

You may want to help children or 
grandchildren financially by paying for 
school fees or helping them with a deposit 
for a home of their own. You will also have 
to plan for a time when you might need to 
pay for help around the house, and for the 
likelihood of needing medical and nursing 
care in your later years. Taking professional 
advice can help by creating a roadmap for 
your financial future. 

The good news is that more of us are 
reaching our 100th birthday, but two 
million elderly people in the UK have a 
care-related need and it is estimated that 
four million will need daily help by 2029.

If you find yourself needing care, your 
local authority must calculate the cost of 
your care and assess how much you have 
to contribute from your own resources. 
Currently, anyone in England with assets 
over £23,250 must pay the full cost of 
their care. Different figures and eligibility 
rules apply in other parts of the UK.

Many people simply use their savings and 
investments to pay their fees, and we can 
advise you on the best way to do this. 
There are also property-related options 
such as equity release that can help you 
access the money tied up in your home, 
or a deferred payment agreement where 
your local authority helps with the cost of 
care and recoups the money when your 
property is sold. There are also specialist 
long-term immediate care plans that are 
purchased with a lump sum and in return 
pay a guaranteed income for the rest of 
your life.

Think carefully before securing 
other debts against your home. 
Equity released from your home 
will be secured against it. 

Your home may be repossessed if 
you do not keep up repayments. 

PAYING FOR LIFE WHEN 
YOU REACH 100
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DRAWDOWN – A POPULAR CHOICE,  
BUT ADVICE IS ESSENTIAL

Income drawdown is where
you leave your pension pot 

invested and take an income 
directly from it, instead of using 
the money in your pot to buy 
an annuity from an insurance 
company. As the rest of your 
pension pot remains invested, it 
will continue to benefit from any 
investment growth.
Since pension reforms were introduced in 
April 2015, more and more retirees have 
opted to take flexible withdrawals from 
their pension funds, and the Financial 
Conduct Authority has reported that 
drawdown has become much more 
popular, with twice as many pots moving 
into drawdown than into annuities.

UNDERSTANDING THE RISKS
Whilst drawdown offers great flexibility, 
there are risks that you need to be aware 
of. Unlike an annuity, the amount you 
could draw as income isn’t guaranteed. 
Your pension fund remains invested which 

means that you are exposed to share price 
movements as markets rise and fall. This 
makes it even more important to take good 
independent professional advice. Without 
it you could find your income level falls 
and you might even risk running out of 
money at some point. 

In drawdown, there are risks involved both 
in taking out too little and too much. If you 
draw too little you might not have sufficient 
to cover your living expenses, taking out 
too much could have tax implications and 
also restrict your remaining pension pot’s 
ability to provide an income throughout 
your retirement. This is where your 
financial adviser can provide valuable 
input, helping you plan your drawdown 
strategy and ensuring that it’s kept under 
regular review.

Although it’s no longer obligatory to take 
an annuity at retirement, they still have 
benefits to offer. It is possible to put a 
portion of your pension pot into an annuity 
to provide a regular guaranteed amount 
for the rest of your life. Some people 
choose to do this to ensure they cover their 
core living costs.

IS IT TIME TO LET THE ‘DOGS’ OUT?

From time to time the finance
pages publish lists of what 

are called ‘dog’ funds. You  
may have wondered what the 
term means and be concerned 
about what you should do if you 
find you’re invested in one of 
these funds.

Put simply, a ‘dog’ fund is one that is 
deemed to be performing poorly. All 
investment funds fall into sectors – for 
example, UK technology or global 
emerging markets. Classifying them under 
these headings means that it’s easier to 
make meaningful comparisons. They can 
be compared both against each other 
and against the average performance 
for all the funds in that sector. If a fund 
is consistently showing as being 10% 
below the sector average, then it can earn 
the ‘dog’ tag. However, it’s important 
to remember that companies producing 
these lists aren’t giving specific advice or 
recommendations and results are compiled 
using past performance.

REGULAR REVIEWS
Regular reviews can be the key to ensuring 
your investments are still right for you. 
Keeping a close eye on the performance 
of your assets will mean that under-
performing funds can be identified and, if 
necessary, changes made to your portfolio.

Revisiting your attitude to risk is an 
important part of any review process. 
Remember that the right funds for you to 
be invested in could change at different 
stages of your life. When you’re younger, 
you may want to invest in assets with a 
higher potential for growth but greater risk, 

because you have plenty of time to benefit 
from their long-term growth possibilities. 
As you get closer to retirement, your 
appetite for risk may alter and you may 
prefer more conservative investments  
that produce a steadier return and are  
less risky.

The value of investments can go 
down as well as up and you may 
not get back the full amount you 
invested. The past is not a guide 
to future performance and past 
performance may not necessarily  
be repeated.



PROTECTING THE ELDERLY  
FROM FINANCIAL ABUSE 

Scammers are increasingly
targeting older people, 

with many of the crimes they 
commit involving bank account 
fraud or the selling of bogus or 
unsuitable investments. Although 
cold calling is to be banned, the 
elderly can still be contacted in 
other ways, so it’s important that 
their interests are protected.

According to the Alzheimer’s Society1, 
850,000 people in the UK are living with 
dementia, with numbers expected to rise 
to over one million by 2025. The advice 
from charities caring for the elderly is that 
everyone should plan for a time when 
they might not be able to make important 
decisions about their finances or welfare.

HOW LASTING POWERS OF 
ATTORNEY (LPAs) CAN HELP
LPAs have become much more common 
in the last decade, not least because TV 

finance guru Martin Lewis has said that 
although he’s only in his 40s, he has taken 
this step, and believes everyone should 
think about using LPAs to safeguard 
themselves and their families. 

LPAs are designed to protect you if you 
lose the ability to make financial or care 
decisions on your own behalf. Making an 
LPA allows you to choose someone you 
know and trust, called your ‘attorney’, to 
make important decisions should you be 
unable to do so.

A SIMPLE PROCESS THAT 
PROTECTS YOUR INTERESTS
With a Property and Financial Affairs 
LPA, your attorney has the power to make 
decisions about money matters on your 
behalf if you are unable to do so. This 
includes financial transactions like running 
bank accounts, accessing and managing 
pensions and funds in drawdown, paying 
bills and selling property.

Your attorney(s) can be relatives or friends, 
your husband or partner, or a professional 
adviser. Without an LPA in place, if you 

were to lose mental capacity, your friends 
and family wouldn’t have the automatic 
legal right to step in and take decisions 
on your behalf. Instead, they would need 
to apply for Deputyship to the Court 
of Protection, an expensive and time-
consuming process. A little forethought 
could prove hugely beneficial.

If you’re looking to set up an LPA for 
someone living in Scotland, aspects of the 
agreement and document differ to the one 
for England and Wales.

1Alzheimer’s Society, Facts for the media, 2018

THE RISE OF THE PART-TIME PENSIONER

There was a time, not so long
ago, when many people’s 

lives fell neatly into three distinct 
stages – they were educated, 
embarked upon a career and 
then retired. The date at which 
people chose to retire was 
generally in line with their state 
retirement age, meaning 60 for 
women and 65 for men. 
Today, retirement no longer means clearing 
your desk on your 60th or 65th birthday 
and facing a future without work and the 
benefits that go with it.

Increasingly, people are adopting a 
more gradual approach to retirement 
and choosing to work beyond their state 
pension age, slowly cutting back the 
amount of time they spend at work, with 
some even choosing completely new  
career paths. 

‘Pretirement’, the process of gradually 
reducing the number of hours worked, 
is now a widely-accepted concept which 

generally begins in people’s 50s and can 
run into their 70s. Figures from the Office 
for National Statistics for December 2017 
to February 2018 show that just under 
1.2m people over the age of 65 were in 
work, and for the first time, there were 
more than 10m people aged over 50  
in employment out of a total workforce  
of 32.2m.

WHY PEOPLE CONTINUE  
TO WORK
The key reasons people adopt this 
approach include doing so because they 
enjoy the work they do, they’re fit and 

healthy and far too young to stop, they 
feel they still have something to offer their 
workplace, or because they need to do so 
to boost their retirement income. 

As the nature of retirement continues to 
change, it’s important to have the right 
retirement plans in place so that you can 
choose the path to full retirement that suits 
you best. Taking financial advice in the 
years leading up to retirement will ensure 
that when the time comes, you can make 
the best use of your savings and pension 
funds and select the best retirement income 
solution for your circumstances.
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It is important to take professional advice before making any decision 
relating to your personal finances. Information within this newsletter is 
based on our current understanding of taxation and can be subject to 
change in future. It does not provide individual tailored investment advice 
and is for guidance only. Some rules may vary in different parts of the UK; 
please ask for details. We cannot assume legal liability for any errors or 
omissions it might contain. Levels and bases of, and reliefs from, taxation 
are those currently applying or proposed and are subject to change; their 
value depends on the individual circumstances of the investor.

The value of investments can go down as well as up and you may not 
get back the full amount you invested. The past is not a guide to future 
performance and past performance may not necessarily be repeated. If 
you withdraw from an investment in the early years, you may not get 
back the full amount you invested. Changes in the rates of exchange may 
have an adverse effect on the value or price of an investment in sterling 
terms if it is denominated in a foreign currency. Taxation depends on 
individual circumstances as well as tax law and HMRC practice which 
can change.

The information contained within this newsletter is for information only 
purposes and does not constitute financial advice. The purpose of this 
newsletter is to provide technical and general guidance and should not be 
interpreted as a personal recommendation or advice.

If ever there is a UK tax that
needed a major overhaul, then 

Inheritance Tax (IHT) must be a 
prime candidate. Many families 
will therefore be delighted to 
hear that the Chancellor, Philip 
Hammond, has written to the 
Office of Tax Simplification 
(OTS) asking them to put 
forward proposals for the 
reform of IHT “to ensure that 
the system is fit for purpose and 
makes the experience of those 
who interact with it as smooth 
as possible.” 

His letter asked the OTS to look at the 
technical and administrative issues 
associated with IHT, the process of 
submitting returns and paying the tax. Mr 
Hammond also called for a review of the 
issues surrounding estate planning, and 
whether the current framework causes 
‘distortions’ to taxpayers’ decisions 
regarding investments and transfers. 

INCREASING PROPERTY PRICES 
GIVE RISE TO HIGHER IHT
In the 2016–17 tax year, HMRC raised 
a hefty £4.84bn in IHT, brought about 
largely by rising property prices that are 
seeing more and more families drawn 
inexorably into the tax net, despite doing 
nothing more than owning their own home.

IHT has certainly made several aspects of 
financial planning more complex. With the 

Bank of Mum and Dad currently a major 
source of funding for house purchases 
for first-time buyers, the operation of the 
seven-year rule is becoming a key issue 
that needs careful consideration in effective 
tax planning. The annual tax-exempt gift 
allowance of just £3,000 arguably needs 
a major overhaul, as does the out of date 
amount of £5,000 that can be given away 
to offspring on their marriage.

Since the advent of pension freedoms in 
2015, it has become more tax-efficient to 
pass on a pension than an ISA, meaning 
that some people have found themselves 
viewing their retirement savings in a whole 
new light. 

More controversial still was the recent 
introduction of the Residence Nil Rate 
Band (RNRB) which is both complex in its 
application and divisive in its outcomes. 
Former MP and now TV personality, Ann 
Widdecombe, was particularly incensed 
that under RNRB rules she wouldn’t be 
able to benefit by leaving her home to her 
niece, as the regulation only covered direct 
descendants, which she doesn’t have.

RAISING THE THRESHOLD 
ACROSS THE BOARD
Given the individual threshold for IHT has 
remained at £325,000 since 2009, many 
would argue that, rather than adding 
another layer of complication such as the 
RNRB, the simplest and fairest thing to 
have done would have been to increase 
the Nil Rate Band to a limit that bore some 
correlation with the rise in house prices. 
Hopefully, that’s one of many thoughts 
currently crossing the minds of the team at 
the OTS.

The Financial Conduct Authority 
does not regulate some forms of 
Taxation advice.

INHERITANCE TAX 
– WHERE ARE WE NOW?

At the start of the year, UK shareholders 
saw a sharp increase in dividends as 
global pay outs hit a record high. Global 
dividend pay outs soared 10.2% to 
$244.7bn, making it a record-breaking 
Q1 for shareholders across the globe.

According to investment firm Janus 
Henderson, dividend payments to 
shareholders in the UK in the first 
quarter of the year grew by over 21% 
to $18.7bn (£16.4bn) from $15.4bn 
(£13.5bn) in Q1 last year. The report 
outlined that this figure was lifted by a 
variety of factors, including: a special 
dividend from Sky, the addition of new 
companies to the index and British 
American Tobacco’s first quarterly 
dividend. Adjusted underlying growth, 
taking these factors into account, was a 
more modest 4.2%.

Continental Europe registered dividend 
growth of 3.9%, whilst an 8% increase 
in pay outs was experienced in the US, 
boosted by President Trump’s corporate 
tax cuts. In the first three months of 
the year, US companies increased 
dividend payments by 5.2% to a record 
$113 bn, with financial, healthcare 
and tech stocks recording the highest 
growth. Shareholders have benefited as 
corporate profitability rises.

DIVIDENDS RISE FOR 
SHAREHOLDERS

IF YOU WOULD 
LIKE ADVICE OR  
INFORMATION 
ON ANY OF THE AREAS 
HIGHLIGHTED IN THIS 
NEWSLETTER, PLEASE GET 
IN TOUCH.


