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The information contained within this newsletter
is for information purposes only and does not
constitute investment advice. It is not an offer to
purchase or sell any particular asset and it does
not contain all of the information which an investor
may require in order to make an investment
decision. Although endeavours have been made
to provide accurate and timely information, there
can be no guarantee that such information is
accurate as of the date it is received or that it will
continue to be accurate in the future.

I

n light of the COVID-19 lockdown, many people are asking: “How can I
keep my finances in order?” and “How can I prepare my wealth for the
longer term?” In this edition of our newsletter, our financial advisers share
some thoughts on six key areas pertaining to your financial plan, which
we’re sure you’ll find useful.
Our first article addresses the question of how to plug an income gap during
a crisis, with particular attention on leveraging your pension and other assets.
Next, we deal with the issue of how to invest during a down market - should
you stay the course with your strategy, or do hard times necessitate a change in
direction?
Thirdly, we examine how to integrate a will into your wider financial plan, before
turning our attention to the subject of critical illness cover in our fourth content
piece.
Finally, our last two articles focus on how taxpayers can get an optimal deal for
their finances in 2020-21, and how COVID-19 affects pension planning for the
near-term.
We hope you find this issue inspiring and helpful. If you have any questions on
these matters and wish to speak to a financial adviser, then we invite you to get
in touch with us via the contact information displayed at the back of this guide.
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• Providing educational or entertainment services
online
• Delivering goods to people who need them
• If you can source them, selling hard-to-find items
Of course, there is a fine line between providing a
much-needed service and exploiting the current
situation. Inflating prices or providing inferior
service will harm the business in the long term.

5 Ways to

Spend Less Money

PLUG AN

INCOME GAP
While the government have announced an unprecedented
level of financial support for those affected by Coronavirus,
many people are understandably worried about the impact
on their household income.

C

ompanies in a number of industries,
most notably hospitality and tourism,
are currently on ice, with no way of
earning money and often no way for
staff to work from home.

Other companies may not be suffering
the immediate effect, but could be impacted by lack
of demand, supplier issues and staff sickness.
Due to the exceptional circumstances, many workers
are unclear about their options, with employers not
faring much better. Most employment contracts
don’t have a clause covering what happens in
the event of a universal standstill due to a global
pandemic.
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Some fortunate people will have savings or
investments to fall back on, but it’s best not to
withdraw from invested funds at the moment unless
absolutely necessary. The market will recover at
some point, and taking money out now will have a
knock-on effect on future growth prospects.
So, what are the options for boosting your
household income?

What Can Your Employer Do?
If you are employed, but are unable to perform
your role due to the Coronavirus restrictions, the
government will support your employer so that you
don’t lose your job.

Your employer can claim 80% of your wages from
the government (capped at £2,500 per month) if the
following conditions are met:
• You must be kept on payroll with a job to go back to
• You cannot carry out any work while on furlough
• You must have been employed by the same
employer no later than 28th February 2020
Tax and National Insurance are deducted from the
payments as normal. Your employer can choose to
top up your salary to the full amount if they wish.
If you are self-employed, you can still qualify for the
government assistance, but it is likely to be June
before any payments are made. This scheme is
available for businesses with a turnover of less than
£50,000, and where at least 50% of income comes
from self-employment. Dividends are not currently
covered, but this may change.
If you have to work from home, you can claim a
tax-free allowance of £6 per week, either from your
employer or HMRC to cover the additional costs.

Claim Assistance from the
Government
If you are not able to work, and do not qualify
for furlough payments, you may be able to claim
Universal Credit. This can now be done over the
phone rather than requiring an interview at the Job
Centre.

Universal Credit payments have been increased
by £20 per month in additional to inflationary
increases. This takes the standard individual
allowance to £409.89 per month. Families with
children or those with disabilities will receive an
additional amount.

Get a Part Time Job
While some industries have ground to a halt during
the lockdown, others are thriving and desperately
need more staff. So if you are unexpectedly out
of work or need to top up your income, any of the
following may be an option:
• Supermarket worker
• Delivery driver
• Warehouse staff
• Home-based customer service
For those already in certain skilled professions,
demand is higher than ever. Healthcare,
pharmaceuticals and technology all require extra
people at the moment.
Of course, many of the available jobs are on the
‘front line,’ which poses an increased risk of catching
the virus or spreading it to others. Always put your
health first, and don’t take risks if you or members
of your household have medical issues or are
otherwise vulnerable.

Start a Business
If the above options are not open to you, or you
have a strong entrepreneurial instinct, you may
decide to pursue self-employment. While this
carries significantly more risk than the other options,
perhaps it is the only avenue available to you. You
might want to consider:

Of course, some bills are a fact of life, and it is
impossible to reduce your household expenditure
to zero. You will probably be spending more on
supermarket shopping and household utilities,
particularly if you have several people in the
house trying to keep up with school and work
responsibilities.
But there are several options for saving money
during the crisis, and certainly fewer options for
spending money:
• Banks are offering mortgage holidays and cutting
charges on debt.
• Petrol prices are extremely low at the moment.
But most people haven’t noticed as they don’t
actually need to go anywhere.
• Going out for dinner or drinks is no longer an
option. A few home cooked meals could save
hundreds during this lockdown.
• While a daily latte may no longer be an option,
many petrol stations and supermarkets have
Costa machines, offering a semblance of
normality at a slightly lower price.
• Clothes shops are closed, and there is little point
buying new clothes to stay at home.
• It’s unlikely that anyone will be booking holidays
for several months. Those with holidays booked
should receive a refund, credit or insurance
payout if plans are can-celled.
• Most gyms are allowing membership fees to be
suspended while they are closed.
• Cinemas, soft play centres, trampoline parks
and the various other indoor boredom-busting
options are no longer available. The money saved
on entertaining children will be astronomical.
However, the emotional toll of keeping them
happy at home is an en-tirely different cost.
The main thing to bear in mind is that this is a
temporary situation, and due to the incredible scale
of the crisis, more support than ever is available.

Please do not hesitate to
contact a member of the
team if you would like to
find out more.
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INVESTING IN A

DOWN
MARKET:
What Should You Do?
The market has been almost unrelentingly positive over the
past decade. There have been some small bumps, including
uncertainty over Brexit and Trump’s trade disputes, but
ultimately, the economy moved on.

S

o for many people, particularly those
who have only started investing in the
last ten years, the recent volatility has
been a little unnerving. Most financial
sectors have been impacted, with losses
of 10% - 30% in the main equity regions
and even higher losses within specific companies
and industries.
So, what has caused the recent volatility (aside from
Coronavirus), should you be investing, and what are
the best ways to protect your money?
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What Has Caused the Recent Market
Fall?
Coronavirus is certainly part of the problem, but it
doesn’t tell the whole story.
There have been three main impacts of the virus on
financial markets:
• Reduced investor confidence. This means that
fewer people are buying shares and many are
selling them. This reduces share prices. It is not

necessarily a reflection of the company’s longterm prospects, but of how investors view the
company at that particular time.
• Reduced demand. More people are staying at
home rather than spending money on products
and services. For many, this is not a choice but is
enforced by a reduced household income.
• Reduced productivity. Many of the companies
which are not impacted by lower demand are
affected by limited productivity. There are several
reasons for this, such as a reduced workforce
due to illness and isolation measures, problems
with suppliers and delays in getting products to
consumers.
While Coronavirus has dominated the headlines,
part of the market volatility has been caused by oil
price fluctuations, resulting from disputes between
Saudi Arabia and Russia. While this in itself may
have had a limited and short-term impact, the
coincidental timing worsened the market dip.
But the main reason for the market fall is quite
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simply that it was inevitable. Economic cycles create
peaks and troughs, with a major event leading to a
substantial decline (and often a recession) around every
ten years or so. Coronavirus is the catalyst, but if this
hadn’t triggered a drop, something else would have.
Investing does not mean avoiding the downturns, it
means planning around them.

When Will It Recover?
The short answer is we don’t know, and nor does anyone
else.
A bear market is defined as a market fall of at least 20%.
In the past 30 years, we have experienced four bear
markets. The longest of these started in March 2000, and
lasted for two and a half years. The financial crisis which
most of us remember most clearly started in October
2007 and lasted only 17 months.
Over the same timeframe, we have had three bull
markets, or periods of sustained growth. The shortest of
these lasted five years, and added 101.5% to investment
values. The most recent bull market has lasted from
March 2009 to February 2020, and has added over 400%
to valuations.
The current bear market is slightly different, in that it
has a single perceived cause (even if there are other
factors at work). It would be reasonable to assume that
things will start to recover when the virus has passed
its peak. More people will become immune and there
may even be a vaccine or better treatments available.
The economic shutdown can’t continue forever, and
while some industries face a dramatic decline (such as
high street retail) others are thriving (supermarkets and
online services). Some industries will suffer in the short
term, but will sharply bounce back once this is all over
(hospitality and tourism).
So while we don’t know when a recovery will occur,
we do know it will happen at some point. And in this
situation, more than most, there will be clear indicators
when the situation is starting to return to normal.

When Should You Invest?
There is no big secret to timing the market. Most of
the information available to investors has already been
acted on, and is priced into the market. This is why the
market dipped sharply at the start of the Coronavirus
crisis, but has remained fairly steady, even when we
moved towards a full lockdown. The expectation was
already there and had been acted on by investors.
If you have money to invest, the best time is now. By
waiting for the bounce-back to start, it is likely that you
will miss out vital growth early on in the recovery. While
there may be some short-term volatility, over a five, ten
or twenty year investment term, it is highly likely that the
eventual returns will be positive.
Another option is to make small, regular investments
such as monthly ISA or pension contributions. This is
a lower risk option, as it avoids committing too much
money to the market at one time. If the bear market
continues, this means buying more shares at reduced

prices, resulting higher gains when the market recovers.
As bear markets are a regular feature of investing, a
fall in market values is not a reason to put off your
investment until confidence returns.

What Should You Invest In?
While there may be speculation about which industries
and sectors will benefit most from the recovery, most of
this is noise and short-term thinking.

A strong investment
strategy depends on
remaining invested
for the long-term,
accepting that the rises
will offset the falls.
The reality is that we don’t know what is going to happen
and how this will affect any financial market over the
long term. While supermarket shares may look like a
strong prospect now, the next bear market could play
out very differently.
The best option is to hold a diversified portfolio across
a wide range of asset classes, industry sectors and
geographical regions. This provides the greatest chance
of benefiting from the upside, while spreading the risk
across your investments.

Should You Take Money Out?
When investments fluctuate, we refer to this as volatility.
This is completely normal and expected.
When you take money out during a downturn, this turns
volatility into an actual tangible loss. While you might
protect your money against further losses, the reality is
that by the time signs of a recovery appear, it will be too
late to benefit from it.
A strong investment strategy depends on remaining
invested for the long-term, accepting that the rises will
offset the falls.
For this reason, you should never invest more than you
can afford, and you should keep a healthy cash reserve
aside to cover any emergencies.

Please don’t hesitate to contact a
member of the team if you would like
to find out more about your investment
options.
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How to Integrate your Financial Plan with your Will

W

hile many clients understand the
potential of an investment plan, or
the tax-efficiency of a pension, estate
planning is a less exciting prospect.
No one wants to think about their own
mortality, and taking steps to plan for
death can seem like tempting fate.
But rather than dwelling on the negatives, this article
focuses on the opportunities. The main benefits of estate
planning are:
• More of your money will go to those you have intended
• There are ways to minimise tax
• Comfort in knowing that your loved ones are taken care
of
• Realising that the money you have worked for will leave a
legacy for many years beyond your own lifetime
When creating a financial plan for our clients, one of the key
points we address is the need for a Will.

Why You Need a Will
Making a Will is one of the easiest financial decisions to put
off, but it is also very simple to complete. The assumption
that your estate will be distributed according to your wishes,
even without a Will is all too common.
If you die without a Will, this is known as intestacy. The
rules of intestacy are complex and depend on your
family situation, as well as where you are in the UK. More
information can be found at:
https://www.gov.uk/inherits-someone-dies-without-will
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A number of factors would indicate that settling for
intestacy is not the best course of action. For example:
• You would like your spouse to inherit everything in the
first instance, with assets only passing to your children on
second death.
• If your spouse is financially independent, you may prefer
for your estate to pass directly to your children.

• You do not have a spouse or children and would like to
nominate relatives, friends or charities to receive your
assets.
• You are in a common-law relationship. Without a legal
marriage or civil partnership, your partner has no
automatic right to inherit.
• You would like your step-children to benefit.
• You would like to have some control over what happens
to your money after you die, for example by setting up a
Trust.
• You would like other wishes to be taken into account,
for example, care arrangements for children or funeral
arrangements.
Making a Will is particularly important if you have a less
than straightforward family situation, as it is very unlikely
the rules of intestacy will suit your circumstances.

How a Financial Plan Can Help
The main purpose of a financial plan is to determine how
much money you need, either from existing assets or future
income, to achieve everything you wish during your lifetime.
When you have worked hard for this money, it is worth
thinking about the kind of legacy you would like to leave
behind. Depending on where you are in your financial
journey, this may involve:
• Arranging life insurance to make sure your family are
provided for.
• Making regular gifts during your lifetime. Not only does
this help to minimise inheritance tax, but also allows you
to see your loved ones benefitting from the money.
• Setting up Trusts, using either existing capital or life
insurance benefits.
• Making gifts to charity, or even setting up your own
Charitable Trust.
When you have decided what is important to you during
your life, this can help to inform the bequests you make
within your Will.

Making Use of Trusts
Trusts can be set up during your lifetime, or be created on
your death as directed by your Will.
Lifetime Trusts should be undertaken as part of your wider
financial plan. They should take into account:
• How much money you can afford to give away.
• Your wishes, and the level of control you would like to
have over the Trust.
• Whether you need to retain any access to the Trust funds.
A few Trust structures allow this, but in general, the more
access you have to the money, the less effective the Trust
is for Inheritance Tax purposes.
• The source of funds for the Trust, whether this is a gift or
a life insurance policy.
• You can also set up Trusts via your Will. You might want to
do this for the following reasons:
• To set aside money for children who are not yet of age.
• To control who has access to the funds. This may include
your spouse, children, grandchildren and anyone else
you specify. If all of your assets pass to a spouse and
they then remarry, this places your children at risk of not
inheriting anything if their surviving parent dies. A Trust
can also protect funds if any of the beneficiaries get
divorced or are declared bankrupt.
• To control when the money is received by the
beneficiaries and if any conditions apply.
You can write a Letter of Wishes to direct your Trustees how
the money should be dealt with.

How Your Pension Can Help
While pensions are not specifically designed for estate
planning, they have the following benefits from a legacy
perspective:
• Pensions can be paid out to your beneficiaries free of tax
if you die before age 75. After age 75, the beneficiaries
will pay tax at their own personal rate, and can withdraw
the money flexibly as required.

• You can create an Expression of Wishes nomination to
inform your Pension Trustees what should happen to
your pension fund if you die. While the Trustees are not
bound by this, they will usually follow your wishes unless
there is a strong reason not to.
• Your Expression of Wishes can either follow the provisions
in your Will, or be entirely separate.
• A good financial plan will combine retirement income
planning and estate planning. For example, by drawing
on assets within the estate first (which would be subject
to Inheritance Tax) and preserving the pension, this can
reduce the amount of tax paid and increase the amount
available for your beneficiaries.

Top 5 Tips When Writing Your Will
When creating your Will, consider the following:
• Make sure your Will is securely stored, and that
your Executors know what to do in the event of
your death.
• If you leave at least 10% of your estate to charity,
your rate of Inheritance Tax reduces from 40% to
36%.
• Ask your legal adviser if a Trust would be an
effective way of administering your estate.
• Where possible, avoid nominating your solicitor as
Executor. This can work out more expensive, and
can result in a conflict of interests.
• While you are dealing with legal matters, you
should also have Powers of Attorney completed.
This allows you to make decisions about your
finances and care if you become incapacitated.

Please don’t hesitate to contact a member of the
team if you would like to find out more about
your estate planning options.
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No one likes to think about the worst happening. But a little early
planning can save years of financial hardship if tragedy does strike.

M

ost people are familiar
with life insurance.
Some mortgage
providers insist on it
and many employers
provide it for their staff.
It is, in most cases, simple and cheap to set
up. Anyone with liabilities or dependents
should have life cover.
Income protection is the next priority
for most people. This provides a regular
income if you are unable to work due to
illness. It’s a little more expensive than life
cover, and a bit more complicated due to
the options available. But many people
face a chronic illness or disability at some
point in their lives. The news has endless
stories of people who have suffered
through the Universal Credit claims
process. So, while many people are not
aware of income protection cover, most
agree that it is worth having once the facts
have been explained.

DO I NEED
CRITICAL
ILLNESS
COVER?
10

Critical illness is the final piece of the
puzzle. Many people have it alongside
their life cover, but are not entirely sure
why, or if the cover amount is enough.
Others may not be aware of the benefits,
or believe it is too expensive, given the
likelihood that it will probably (hopefully)
never pay out.
We have prepared this guide to explain
what critical illness cover is, when it might
pay out and why you need it.

What is Critical Illness Cover?
A critical illness policy pays out a lump
sum on diagnosis of a serious illness.
Each insurer has a list of the conditions
covered and the level of severity. The
more comprehensive the cover, the more
expensive the plan will be.
Critical illness plans can be set up to cover
one person or a couple.
If the conditions for a claim are met, the
sum assured will be paid out whether you
are affected for life by your condition, or
whether you are back at work in a few
months.
When you set up a critical illness policy,
your application will be underwritten. This
means that the insurer will use medical
evidence to decide whether or not they
can offer you cover, and if your premium

will be at the standard rate. As well as your
medical history, the insurer will look at your
family history, lifestyle and occupation to
assess your application.
There are a few different types of cover
available:
• Decreasing term – this is usually
attached to a mortgage protection
policy. The level of cover reduces over
time in line with your mortgage.
• Level term assurance – the sum
assured remains the same throughout
the term.
• Whole of life – some critical illness
policies are designed to provide cover
throughout your life. As there is a
strong chance that such a policy would
pay out at some point, these plans
are usually very expensive and the
premiums often increase with age.
• Proportionate benefit – certain insurers
tier the level of cover depending on
the severity of the condition. The sum
assured is the maximum that would
be paid out, either as a single sum
resulting from a very serious illness,
or a number of payouts arising from a
series of less severe conditions.
Some plans offer other benefits in
addition to the standard cover, for
example:
• Children’s cover
• Medical support or counselling
• The option to maintain your cover,
even if you are unable to pay the
premiums.

Do I Need Critical Illness
Cover?
It is usually worth taking out some level of
critical illness cover if you can.
Critical illness cover can benefit you in the
following ways:
• Critical illness cover can help to pay
the bills if you are temporarily unable
to work. It avoids using up your
emergency funds or going into debt at
an already stressful time.
• A critical illness plan can be used to
pay off debt, easing the financial
burden if you become seriously ill.

can be used to pay for adaptations to
your home or lifestyle, making things
easier as you adjust.
• If you also have income protection
cover, the critical illness plan can cover
the immediate essentials during the
deferral period. If you have critical
illness cover, you can set up income
protection with a longer deferral
period. This will reduce your premiums.
Although bear in mind that some
conditions may be allowable for an
income protection payout, but are not
covered under a critical illness plan. It
is always best to have an emergency
fund in place.

How Much Cover Do I Need?
The amount of cover required will depend
on your circumstances, but these factors
may help you decide:
• How much debt do you have, and
would this be affordable if you were
unable to work?
• How many dependants do you have?
Are you the main or sole earner?
• Do you have an emergency fund in
place?
• What can you afford to spend on
protection premiums, balanced with
your other commitments and financial
objectives?
A good financial planner will be able to
help you work out a suitable level of cover.
Important Points to Check
If you already have critical illness cover,
and it was taken out some years ago,
check the conditions covered. Medical
advances mean that an illness that would
have been life threatening 20 years ago is
no longer as serious. A modern policy may
not offer the same level of cover as the
insurer no longer deems some conditions
to be ‘critical.’
In some cases, a plan can include critical
illness and life cover. A critical illness
claim may use up the plan benefits in full,
leaving nothing if the insured person later
dies. This is particularly important in the
case of joint policies.
If it’s within budget, it is usually preferable
to insure life and critical illness separately.

• For longer-term conditions, the cover

Please don’t hesitate to contact a member of the team if you would like to find out more
about family protection.
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partner (providing the partner is
a basic-rate taxpayer), reducing
the household tax bill by up to
£250.
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• Personal Savings Allowance
– you can receive tax-free
interest on your savings. The
amount is £1,000 for basic rate
taxpayers and £500 for higher
rate taxpayers. This allowance is
not available to additional rate
taxpayers.
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• Starting Rate for Savings –
interest of up to £5,000 may be
paid free of tax, providing this
forms part of your total income,
up to a maximum of £17,500.
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• Dividend Allowance – you can
earn dividends of up to £2,000
per year from your own company
or investments without tax
liability.

Use Your ISA Allowance
You can contribute up to £20,000
per year to an ISA. All income and
growth is free of tax, and you can
withdraw your money at any time
without tax or penalty. Depending on
your circumstances, you may wish to
contribute to a Cash ISA, Stocks and
Shares ISA or even a Lifetime ISA.

0
2
/
2020

If you don’t use your ISA allowance
in a given tax year, you can’t carry it
forward to the next year.
Regular, monthly contributions
are the best way to use your ISA
allowance, for the following reasons:
• Your savings form part of your
budget and take priority over
discretionary spending. It’s likely
that you’ll save more than if you
wait until the end of the tax year
to decide.
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T

he new tax year is
almost upon us. This
is the busiest time
of year for financial
services companies,
as investors rush to
make last minute ISA and pension
contributions.
Although, with the recent uncertainty
surrounding Coronavirus and oil
prices, others are adopting a ‘wait
and see’ approach before putting
any more money into the market.
Regardless of what is happening in

the economy, a sound financial plan,
maintained for the long-term is the
best way of achieving your goals.
There is never a perfect time to
invest. As with planting a tree, the
best time is 20 years ago. The second
best time is now.
Fortunately, there are several tax
advantages available, which mean
it is still worth investing even during
periods of volatility. By starting your
2020/2021 tax planning now, by this
time next year you can relax, knowing
your finances are in hand.

Structure Your Income
Efficiently
Everyone has a tax-free personal
allowance of £12,500 per year,
although this is reduced for anyone
earning over £100,000. But there
are several ways to make the most
of your tax-free income, or even
increase it. For example:
• Marriage Allowance – a lowerearning spouse can transfer up to
£1,250 of their tax-free personal
allowance to their higher-earning

• You can benefit from ‘pound
cost averaging.’ Rather than
trying to time the market, you are
investing throughout the year.
Even if the market falls, this can
work to your advantage as your
monthly contribution will buy
more shares at a cheaper price.

Make Pension
Contributions
Pensions are one of the most
tax-efficient ways to save for the
future, but many investors are not
fully aware of the tax treatment.
Early planning not only helps you
take advantage of the benefits, it
also ensures that you don’t fall into
certain tax traps.
Here are some ways in which you can
make the most of your pension:
• Opt into your employer’s
pension scheme. The reduction
in monthly net income will
be relatively small compared
with the boost received to your
pension.

Fortunately,
there are several
tax advantages
available, which
mean it is still
worth investing
even during periods
of volatility.
• Higher and additional rate
taxpayers should check that
they are receiving full tax
relief on their contributions.
If your contributions are paid
by salary sacrifice, this will
happen automatically. If you pay
personally, or via the ‘net pay’
method, you will need to reclaim
the tax relief, either via your tax
return or by contacting HMRC.
• Making pension contributions
can result in a lower income,
and therefore a lower tax band.
This is attractive for higher
rate taxpayers, particularly so

for those earning £100,000 £125,000, as it can save tax at an
effective rate of up to 60%.
• You may be able to carry forward
your pension contribution
allowance from previous tax
years. Contribution allowances
are complex, particularly for high
earners, so it is always best to
seek advice if you are planning
substantial contributions.
• You can contribute up to £3,600
gross (£2,880 net) for a nonearning spouse or child. They will
still receive 20% tax relief despite
having no taxable income.
• Take financial advice before
taking benefits from your
pension. This can help to reduce
or avoid tax penalties, as well as
making sure your income is set
up in the most efficient way.

Use Your Capital Gains
Exemption
If you sell any investments, other
than those held within an ISA or
pension, capital gains tax may be
due on any profits. While this may be
unavoidable, there are a few ways to
minimise your liability:
• Use your £12,000 exemption
each year. This can be done by
changing funds, rebalancing
your portfolio, or transferring
money from taxable investments
into your ISA. By doing this, you
avoid large gains rolling up and
becoming taxable when you need
to withdraw money.
• You can transfer assets to a
spouse without a capital gains
tax liability. You then have two
annual exemptions (£24,000) to
set against gains.
• Certain investments allow you
to defer tax on gains realised
from other investments, or avoid
CGT altogether if you hold the
investment for a certain period.
These investments are very
high risk, and should only be
considered after taking advice.

Please do not hesitate to contact a member of the team if you would
like some help deciding which type of life cover is best for you.
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C VID-19

What it means for pensioners
From early on in the Coronavirus pandemic, it has been
apparent that older people are more vulnerable to the
disease. The over-70s and anyone with underlying health
conditions have been advised to isolate as far as possible.
We are not medical experts, and would urge you to follow professional
advice. But aside from the health impacts, pensioners may also be affected
by the financial, social and economic consequences of the disease itself, as
well as attempts to contain it.
How Your Pension Might Be Affected
If you currently receive a pension, you may be concerned
about the security of your income given the volatility
in the economy. Some pensions have guarantees or
safeguards attached, although the application of these
can vary.

Annuities
14

If you receive an annuity from an insurance company,
this is guaranteed for life. Companies are only allowed
to offer annuities if they have sufficient financial reserves
to cover the payments. Depending on the terms agreed
at outset, your annuity may include inflation-linking,
capital guarantees, or a pension for your spouse if you
were to die.
Annuity providers have struggled in recent years, as
Pension Freedoms have led to reduced demand for a
guaranteed, but inflexible, retirement income option.

If the annuity provider does fail, pensions in payment
are protected by the Financial Services Compensation
Scheme (FSCS). The scheme will cover 100% of your
annuity income with no upper limit.
So if you rely on an annuity for your pension income,
you are in a reasonably secure position.

Scheme Pensions
If you receive a scheme pension from a former
employer’s defined benefit pension scheme, your
pension is also guaranteed for life.
But employer schemes can be more vulnerable to
insolvency. Most of these schemes were set up many
years ago when life expectancy was much lower and
interest rates were higher. Schemes are having to take
more financial risk to grow the scheme funds and be in a
position to cover all their responsibilities.
If the scheme is underfunded, the employer is

15
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The last financial crisis reminded us that
banks were not infallible. If your bank fails,
the first £85,000 is protected by the FSCS. This
applies per individual, so a joint account can
hold up to £170,000 and still benefit.

responsible for covering the extra costs. This may
be difficult in the current climate, particularly if the
company is in one of the hardest-hit sectors.
Some schemes have offered their members the option
to transfer out of the scheme, although this is not an
option if you already receive a pension. It does help
improve the scheme’s financial
position for its remaining
members, however.
If you receive a scheme pension
and your former employer (and
therefore the pension scheme)
becomes insolvent, the company
has various options to try and
restore stability to the scheme. If
these fail, the scheme can enter
the Pension Protection Fund (PPF).
The PPF will cover your scheme
pension in full if you have already
reached your normal retirement
date.
If you have not yet reached
retirement age, the PPF will cover
up to 90% of your pension, up to
an overall cap, which depends on
your age. For example, at age 60,
the cap is £34,749 .

16

Drawdown
If you receive your income from a pension drawdown
plan, you may have noticed some fluctuations in your
fund value. While it may be a year or two before the
value is recouped, your financial adviser can help you
manage the risks. For example:

While not
directly related to the
Coronavirus, bank
interest rates are at
an historic low point,
with the Bank of
England Base Rate
dipping to 0.1%. This
will affect savings
rates, meaning that
your cash holdings
may not keep their
value when adjusted
for inflation.

For public sector schemes, your
pension benefits are covered by
the government. The scheme may
be ‘funded’ by an investment
pot, or ‘unfunded,’ and paid for
by the contributions of current
members. These schemes are the most secure, although
existing members are at risk of further government cuts,
particularly in the aftermath of what is proving to be a
very expensive crisis. Retired members are not likely to
be impacted.

diversified, and don’t take money out unless necessary.

•

By ensuring the fund is
aligned with your attitude to
risk.

•

By keeping aside a
reasonable amount in cash.
This means that any short-term
expenditure can be covered
and that you don’t need to dip
into your invested funds at a
low point in the market.

•

By managing withdrawals in
line with your cashflow plan.
While it may not be possible for
you to stop taking money out of
your pension, perhaps you can
reduce the withdrawal amount,
or even just avoid increasing it
for a few years.

Most importantly, you should not
take money out of the market
at a low point unless absolutely
necessary. You may miss out on
the best days of the recovery,
impacting your long-term returns.
When investing, we expect the
highs and the lows.

Your Savings and Investments
It is likely that your investments will also be experiencing
some volatility at the moment. Again, the best option is
to stick with the investment plan, ensure your portfolio is

While not directly related to the Coronavirus, bank
interest rates are at an historic low point, with the Bank
of England Base Rate dipping to 0.1%. This will affect
savings rates, meaning that your cash holdings may not
keep their value when adjusted for inflation. It is worth
shopping around for the best rates, even considering
higher-interest fixed-term deposits if you don’t need to
access the money for a while.
The last financial crisis reminded us that banks were
not infallible. If your bank fails, the first £85,000 is
protected by the FSCS. This applies per individual,
so a joint account can hold up to £170,000 and still
benefit. Temporary high balances of up to £1 million (for
example from selling a property) are also covered.
It’s worth spreading your money amongst multiple
banks if you can. Remember that the compensation
applies to banking groups, not single brands. So if you
hold money with HSBC and First Direct, or Halifax and
Bank of Scotland, for example, this only benefits once
from the compensation scheme.

Embrace Technology
Pensioners may be in a more secure financial position
than the working population, many of whom currently
can’t work but still need to earn a living.
But if you are not working or home schooling, it can be
difficult to deal with the boredom and loneliness. The

new isolation measures mean that many of our hobbies
and social activities are no longer available to us.
It is more important than ever to stay connected to the
world, and technology allows us to do that. For example:
• Using FaceTime and Skype to keep in touch with
friends and family.
• Taking online courses or learning new skills. For
example, there are several recipe videos and art
tutorials on YouTube. For more intellectual topics,
various higher education institutions, from the Open
University to Harvard, offer free online courses.
• Following online fitness videos.
• Reading eBooks on a Kindle or tablet now that the
library is closed.
• Arranging online deliveries – priority slots are
available from supermarkets if you fall into one of the
vulnerable categories.
• Watching your chosen films and TV series on
streaming services, rather than relying on broadcast
TV.
• Keeping in touch with your local community through
Facebook pages. This can allow you to access help if
you need it, or to help others if you can.
Please don’t hesitate to contact a member of the team
if you would like to find out more about your retirement
options.
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Please do not hesitate to contact a member of the team if you would like to
find out more about Inheritance Tax Planning.

Need help to see the big picture?

Call us to talk to a member of the team

0345 241 1808

Money Advice & Planning Ltd
1st Floor St. Andrew’s House, 385 Hillington Road, Hillington Park, Glasgow, G52 4BL
Tel: 0345 241 1808 Website: www.mapfinances.co.uk
Money Advice & Planning Ltd are authorised and regulated by the Financial Conduct Authority.
IMPORTANT
The information in this guide has been prepared to help you become aware of information which may be relevant to you and which you may wish to discuss with your financial
or other professional adviser. However, the information is only general information. It is not intended to be personal advice, it does not take account of your circumstances or
requirements and shall not be regarded as financial, legal, tax or other professional advice. Every effort has been made to make sure that the information in this guide is accurate
and up to date. Tax legislation and rules, and how they are applied, may change and may depend on your individual circumstances. No responsibility or liability can be accepted for
errors or omissions in this guide. The value of Investments may can go down as well as up and you may get back less than you originally invested. You must not rely on the information
in this guide in making, or choosing not to make, any decisions, and no liability is accepted for any reliance placed upon it by any person. If you are in any doubt about how you
should act, you must seek advice from a suitably qualified financial or other professional adviser.
Published by CreativeAdviser Ltd, 35 King Street, Bristol, England, BS1 4DZ. Company Registration No: 8788170.
Disclaimer: This guide does not constitute financial or other advice to any person. The publisher has no liability to any person for any errors or omissions in this guide, nor for any
reliance placed upon it.

