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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.

F

inancial planning has understandably been dominated lately by the
pandemic and subsequent lockdown. With social distancing and isolation
measures now almost lifted, this issue of Invested Interests takes a look at
some of the far-reaching implications that these have had upon people’s
wealth and finances. Our first piece takes a look at the economic damage that
COVID-19 has wreaked upon the UK economy and what the prospects are going
forwards. Our second article then looks at the implications this has had upon
pensions, with specific attention given to the question of whether this now
means that early retirement is no longer viable.
Our third article then steps outside of the pandemic for a breath of fresh air,
examining the subject of Socially Responsible Investing (SRI) and how you might
adopt this approach into your own portfolio. Our fourth piece then focuses on
entrepreneurs, directors and the self-employed, tackling the important subject
of tax planning for business owners. Article five then explores how financial
protection is relevant and changes according to different life events, whilst the
sixth and last piece examines the new “Stamp Duty Holiday” announced by the
Chancellor earlier in July 2020 – specifically asking how this might affect both
your finances and the market as a whole. 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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THE ECONOMIC

DAMAGE
OF COVID-19

T

he world was not
prepared for a
pandemic. Jobs have
been lost, businesses
have closed and others
have had to fundamentally change
their model to survive.
The government support packages
have helped many, but they are a
temporary solution and costs will
need to be recouped.
As we enter our fourth month of
restrictions, there is light at the
end of the tunnel. New cases of
the virus and the daily death rate
are reducing. The freedoms we
once took for granted are being
gradually restored.
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But the world has changed, and
emerging from lockdown will
simply be the starting point of
adjusting to our new reality.

Hospitality and Tourism
Restaurants, pubs, hotels, tourist attractions and airlines
have been amongst the hardest hit by the crisis. The
projected global revenue from tourism has dropped by
37% from the original estimate, and 35% from the 2019
total1. Europe has been the worst hit, with a forecasted
drop of 41% compared with 2019 revenues2. With doubts
looming over summer travel plans, a recovery is unlikely
to be imminent.
While the strict lockdown measures are coming to an
end, so is the government support. Businesses will need
to adapt to survive in the new climate. The problem is
that with social distancing comes additional costs and
reduced capacity. The profit margins in the restaurant
business were not particularly high to begin with. If
customers must be separated by unused floor space, this
will cut into revenue even further.
But on the positive side, businesses are adapting and
innovating. For example:

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.

The Ailing High Street
Local high streets are declining, with more people
flocking to retail parks and purpose-built shopping
centres. Footfall does not always equal profit, as while
supermarkets and coffee chains may be thriving, shops
selling clothing and household goods have been
struggling for many years.
Retail was already in trouble, as online shopping has
taken over and there is more choice and competition
than ever. Debenhams, Oasis, Warehouse and Laura
Ashley have been some of the most recent casualties.
While the Coronavirus did not cause these problems, it
has certainly accelerated them, with many businesses,
already under pressure, forced to close their doors for
several months.
The new social distancing guidelines will extend the
impact, as if customers are required to stand in long
queues and cannot touch or try on the goods, they may
simply decide to stay at home.
The changes to society will mean that the traditional high
street continues to struggle. But there are some ways in
which retail businesses can continue to survive:

• A restaurant in Amsterdam has introduced mini
greenhouses to keep diners socially distanced3.

• Expand online operations, improve delivery services,
and make returns easier for the customer.

• An Italian design company has introduced an airline
seating plan with the same capacity, but using a
combination of screens and seat positioning to
separate travellers4.

• Combine online with real-world service, for example
website bookings and click and collect.

• Of course, these solutions require resources and
infrastructure. In a more low-tech move, a restaurant
in Germany provides hats with two-metre pool
noodles attached, to make diners more aware of their
surroundings5.
Other businesses are introducing one-way systems, glass
screens and online reservations to keep customers at a
distance. Restaurants and even some pubs have added
takeaway and delivery services.
It is inevitable that international travel will be temporarily
impacted, but perhaps the upside is that more people
will holiday at home, supporting the local economy.

• Focus on excellent personalised service, for which
online shopping is no substitute.

Consumer Activity
Of course, business innovation only goes so far if
customers are not willing or able to spend money. Job
losses will undoubtedly increase as the furlough scheme
ends and many small business owners have lost their
source of income.
Lockdown has also caused people to re-evaluate their
priorities, and think about how they are spending their
time and money. Individuals have had to adapt as well
as businesses, and as the restrictions are lifted, many
leisure activities may not be as appealing.

1. https://www.statista.com/forecasts/1103426/covid-19-revenue-travel-tourism-industry-forecast
2. https://www.statista.com/forecasts/1103431/covid-19-revenue-travel-tourism-industry-region-forecast
3. https://edition.cnn.com/2020/05/07/world/dutch-restaurant-reopen-greenhouse-trnd/index.html
4. https://www.springwise.com/innovation-snapshot/social-distancing
5. https://www.image.ie/life/the-future-of-restaurants-the-weird-and-wonderful-social-distancing-innovations-restaurants-are-trying-197092
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Businesses may find that they have to adjust to serve a
new kind of consumer, who places a higher emphasis on
health, family time, sustainability and value for money.

The Industries Thriving
During lockdown, certain goods were in major demand6,
for example:
• Sport and exercise equipment
• Food, including baking supplies
• Reading matter and entertainment services
• Electronics
Some of this was temporary, as people sought to fill
their cupboards and their time during a short-term
crisis.
Longer-term, spending habits will settle down, but the
following are likely to stay relevant:
• Online services for remote working

• Food delivery services
People will always need to eat, work and be entertained,
so while the method may change, the demand will
remain.

What Happens Next?
We may have a few difficult months or years ahead of us.
For the economy to thrive again, businesses must adapt
to stay relevant, not only to manage social distancing
requirements, but also to serve customers with new
needs and priorities.
The economy is cyclical, and while the pandemic may
be the catalyst for a recession, it would have happened
anyway. We have seen recessions before and it’s clear
that people and businesses can be remarkably resilient.
There may be some hardships along the way, but the
global economy will survive the crisis. There are too
many interests at stake for there to be any other option.

• Online entertainment such as gaming and video
streaming
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• Online shopping

Please do not hesitate to contact a member of the team if you
would like to find out more.
6. https://www.bbc.co.uk/news/business-52066454
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HOW
FINANCIAL PLANNING
& MENTAL HEALTH
ARE LINKED
Taking care of your mental health is always important, but never
more so than during a pandemic. As we are separated from loved
ones and daily routines, many people are finding themselves
understandably anxious and depressed. Those with pre-existing
mental health conditions may also find it more difficult to access
the support they need.

M

ental health problems are gradually
gaining recognition and acceptance.
It is one of the leading causes of
ill-health, and one in four of us will
suffer from a mental illness at some
point in our lives1.

But even so, only one in eight adults with a mental
health problem are receiving treatment. Most people

don’t find it easy to talk about their mental health. This
is worsened by the fact that those with mental health
difficulties often still face doubt, discrimination and
blame for their problems.
Those with money concerns face many of the same
issues, so it is no surprise that financial planning and
mental health are interlinked.

1. https://www.financialreporter.co.uk/features/putting-mental-health-centre-stage-in-2020.html
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How Your Finances Can Affect Your
Mental Health
Financial stress can be a major contributor to mental
health problems. For example:
• Worrying about debt or running out of money.
• Being unable to make beneficial lifestyle changes
due to a lack of time or resources.
• Having to stay in a toxic workplace because you need
the money.
• Remaining in a difficult or abusive relationship due
to financial dependence.
• Being unable to take time off work even if you really
need to.
• Avoiding socialising and becoming more isolated.
• The stress of dealing with banks, debt collectors and
the benefits system.
• Money worries can impact on self-esteem.
All of these factors can be stressful at the best of
times. They can be devastating for someone already
struggling.

How Your Mental Health Can Impact
Your Finances
The relationship between finances and mental
wellbeing is cyclical. Those having difficulties with
their mental health often find there are financial
consequences. For example:
• Not opening bills or dealing with issues as they
arise. This can lead to further anxiety and worsen the
problem.
• Compulsive overspending as a distraction or
comfort.
• Feeling unable to cope with financial matters and
letting things spiral out of control.
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How Financial Planning Can Help
While financial planning doesn’t have all the answers, it
can help you take control of your life and address some
of your anxieties.

Talking Things Through
The process of creating a financial plan involves a great
deal of discussion about our clients’ lives, families,
jobs, and their aspirations for the future. We learn to
understand what they value most and what they fear
losing. We aim to bring clarity and peace of mind into
what can sometimes be a complex financial situation.
Simply talking about your problems and worries can
be extremely beneficial. A good financial planner is
always ready to listen, but it’s also worth discussing
any problems you have with your friends or family.
You never know, they may be facing similar issues, or
even better, have overcome them, and can share their
knowledge.
However, sometimes this is not enough, and if you are
really struggling, or are having destructive thoughts,
you should contact your GP or the Samaritans (link
below).

Planning for the Worst
When you think about money, what is the worst thing
that you envision happening? Bereavement, ill-health
and redundancy can all have a catastrophic impact,
both personally and financially.
Contingency planning is a vital part of financial
planning. For example:
• Everyone should have an emergency fund. Even if
you can only save a small amount each month, or if
you need to sell some of your belongings, it is worth
trying to build up a nest egg. This can give you one
less thing to worry about if something unexpected
does happen.

• Financial protection is also important. This can pay
out a lump sum or income in the event of death,
serious illness or long-term ill-health. While it
cannot compensate for the loss of a loved one or a
devastating life change, it can help to make things a
little easier at a very difficult time.

Setting Goals
Thinking about the life you would like to have in the
future can be an excellent incentive to improve your
financial situation. Without a clear goal, it is easy to lose
your way.
Start with small, easily achievable goals that you can
attain in a matter of months. They do not even need to
involve money. Learning a new skill or trying a hobby for
the first time can be just as beneficial for your mental
health. Over time, you will build on your self-esteem
and can start to envision the longer term future.
Eventually, the goals that once seemed insurmountable
(like planning for retirement) will look much more
realistic.

Clearing Debt
Remember, clearing debt is not a goal, it is a means
to an end. Debt may have allowed you to buy a
house or a car, or simply to keep your family fed for a
month. Whether the money was used for pleasure or
necessities, is not shameful to be in debt and it should
not be stigmatised.
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Create a realistic plan to clear your debt (there is help
available for this – see the links below), treat it as a
regular bill and forget about it.

Please don’t hesitate to contact a
member of the team if you would like
to find out more.

Where to Find Help
Below are some links to
organisations who may be able to
help:
General Advice and Guidance:
citizensadvice.org.uk
moneyadviceservice.org.uk
stepchange.org
Help with Benefits:
turn2us.org.uk
trusselltrust.org
Help with Debt:
nationaldebtline.org
Emotional Support:
samaritans.org
The best investment you can make
in your financial future is yourself.
Taking care of your health, both
physical and mental, is the first step
towards achieving your goals.
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Socially responsible investing was, at one time, a niche area.
Many fund managers provided one or two token ‘ethical’ funds,
which usually offered lower performance and higher charges than
a comparable mainstream fund.

SRI
A SHORT GUIDE TO

SOCIALLY
RESPONSIBLE
INVESTING
10

But things are changing. For many
investors, fairness and sustainability is no
longer considered a barrier to profit, but a
basic minimum requirement.

What is Socially Responsible
Investing (SRI)?
SRI seeks to invest in companies which
create a positive impact.
A socially responsible investor will usually
incorporate Environmental, Social and
Governance (ESG) factors when choosing
companies for investment. Suitable
companies may focus on, or have strong
credentials in any of the following:
Environmental
• Innovation in the area of renewable
energy, reducing carbon emissions and
the reliance on fossil fuels.
• Clean and sustainable recycling, or
coming up with new ways to repurpose waste products.
• Pollution reduction and waste
management.
Social
• Upholding human rights and not
exploiting the local communities in
which they operate.
• Positive working conditions and fair
labour practices.
• Strong consumer rights and customer
service.
Governance
• Business practices which are fair and
ethical, and have a positive impact on
the local area and other businesses.
• Diversity and equality from senior
management level downwards.
• Commitment to health and safety of
workers.

What is it Not?
SRI is slightly different from ethical
investing. An ethical portfolio tends
to screen out companies considered
harmful to society, for example weapons
manufacturers or heavy polluters.

Investors’ perception of an ethical
approach can also vary. For example,
some may feel more strongly about
alcohol and gambling, while others
prioritise animal welfare.
While there are good reasons to opt for
an ethical investment, the portfolios are
inevitably less diverse than a mainstream
fund. By excluding a range of companies,
performance potential can be impacted.
An SRI portfolio aims to invest in
companies which create more good than
harm in the world. The fund manager
will seek companies with a positive
track record in some, or all of the ESG
factors mentioned above. While this
may naturally exclude many ‘unethical’
companies, it does not necessarily
guarantee that every company chosen
has perfect credentials in every area.
However, by investing in the companies,
and demonstrating demand for SRI,
fund managers can influence companies’
business practices.

Why SRI?
There are several reasons that an investor
might wish to apply a socially responsible
mandate to a portfolio. For example:
• Concerns about climate change
and pollution, leading to a desire to
invest in environmentally sustainable
companies.
• Wishing to invest in companies which
operate fairly and uphold human rights.
• A belief that in the current
environment of greater corporate
accountability, companies operating
sustainably and fairly will be more
profitable than their competitors.
• An interest in science and innovation.
Scientific breakthroughs are essential
in combating climate change and
improving healthcare.
The motivation to invest sustainably
is no longer purely ethical. Investors
now recognise that SRI investing is not
only mainstream, but that it can offer
considerable advantages.

Stock Selection
While the holdings within the individual
funds are diverse, two common threads
appear:
• Technology
• Healthcare and pharmaceuticals
Many investments have suffered due
to the Coronavirus crisis, but clearly the
technology sector has thrived. It is not
difficult to see why, as more people rely
on computers and apps to stay connected
with work and family.
While Covid-19 may be a current priority
for the healthcare sector, it is already a
fairly robust industry. People are living
longer, but not necessarily healthier lives,
increasing the requirement for care and
medication.
These two industries do not automatically
qualify as ‘socially responsible.’
Consideration must be given to the
individual companies. For example, a
technology company may offer excellent
working conditions, diversity at board
level and considerable philanthropic
achievements – but be less than
transparent when it comes to taxation. A
pharmaceutical company might have a
shaky track record on animal testing, but
be committed to improving.
The role of the fund manager is to assess
the positive impact the companies bring
to society, whether this outweighs any
negative factors, and how they compare
to other companies in the sector.

Growth Potential
Socially responsible investing does not
mean compromising in terms of growth.
At the time of writing, five of the top
ten performing funds (within the Mixed
Investment 40%-85% Shares index) over
a five year period fall into sustainable or
socially responsible categories1.
Clearly, SRI investing is no longer a niche
area, and is worth considering within a
mainstream portfolio.

Please don’t hesitate to contact a member of the team if you would like to find out more about your investment options.
1. https://www.trustnet.com/fund/price-performance/o/ia-unit-trusts?sector=O%253ABALMAN&tab=fundOverview&sortby=P60m&sortorder=desc
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Where Would You
Like to Be?

Is Early
Retirement
Going to
Have to
Wait?

The next step is to consider how
much you expect to spend in your
retirement. This may vary over the
years, but it helps to have an idea.
You can start by thinking about the
kind of lifestyle you would like –
does it involve spending time in the
garden and seeing family, or you
do imagine a more luxurious way of
life filled with travel and hobbies?
Consider:
• Your basic everyday expenditure,
including food and bills
• Less regular expenditure such
as car purchases and household
maintenance
• Discretionary expenditure, for
example holidays and activities
• Any gifts you would like to make
• One-off expenditure, e.g. buying
a caravan or adding an extension
to your home.

How a Financial Plan
Can Help
It’s fairly simple to work out how
much you have, but how can you
be sure that it’s enough? There are
online tools available, or alternatively
a few sums on a spreadsheet can
help give you an idea.

A

fter the (more
or less) steady
market growth
over the past five
years, the recent
volatility has
come as a shock
to many investors.
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The economy is cyclical, and
downturns are a feature of investing.
We have to assume they will occur,
just as we understand that they are
usually followed by a recovery, during
which any losses are more than
recouped. It’s impossible to predict
the timings, but over a lifetime of
investing, it’s reasonable to assume
that short periods of volatility will be
ironed out.

But a comprehensive financial plan
goes several steps beyond this to
ensure you are placed in the best
possible position for your retirement.
It will take into account your current
situation, goals, and objectives, and
answer the many questions you may
have about your future. For example:

But what if you are planning on
retiring this year? If your investments
have been impacted, this might alter
your plans.

• Cash in the bank – it often makes
sense to withdraw this first, as
it leaves other investments with
more time to grow.

The lead-up to retirement is the
ideal time for a financial review,
irrespective of world events.

• Investments such as ISAs, shares,
investment accounts and bonds.
While pensions are the obvious
funding source for retirement, it
can be more tax-efficient to take
income from a variety of sources.

• How much can you afford to give
away?

• Any properties that will be sold or
rented out.

• Are your current investments
suitable and competitively
charged?

Where Are You Today?
The first step in planning for your
retirement is to work out the assets
and income you will have available.
You should include:
• Pensions, both money purchase
and defined benefit. If you are
fortunate enough to have a
defined benefit pension, the
recent volatility won’t have
impacted the value.

• Your State Pension. You can find
out how much you are due to
receive at https://www.gov.uk/
check-state-pension
• Any other income you receive,
such as company dividends.

• How much can you afford to
spend each year?

• What level of return do you need
on your investments, and how
much risk do you need to take to
achieve this?

• Could your investments be more
tax-efficient?
When the answers to these questions
are known, a strategy can be created
for your retirement plan. This should

combine a suitable asset allocation
with tax-efficiency and value for
money to provide the best chance of
achieving your retirement goals.

There are
online tools
available, or
alternatively a
few sums on a
spreadsheet can
help give you
an idea.
But a
comprehensive
financial plan
goes several
steps beyond
this to ensure
you are placed
in the best
possible
position for your
retirement.
What Can You Do Next?
If you do find that you are not yet in
a position to retire with your desired
lifestyle, this is not the end of the
conversation. You may simply need
to make some adjustments, for
example:
• Reduce your planned
expenditure.
• Rather than increasing your
spending every year with inflation,
aim to review your expenditure

every five years or so. You may
find that you naturally spend less
on some things anyway.
• Work part-time for a few years,
or even set up a home-based
business. If you can cover your
expenditure during this time, this
gives your invested funds more
time to grow.
• Increase the risk level, and
therefore the growth potential on
some of your investments. This
should only be considered if you
have other funds you can draw
on in the short-term. Higher risk
investments are more volatile and
may lose money if taken out too
early.
• Downsize your home and invest
some of the proceeds.
Of course, retirement is rarely a
single event nowadays, as many
people opt to reduce hours or switch
to less demanding roles as they get
older. Perhaps an adjustment to your
work-life balance is a reasonable
alternative to early retirement.
One of the benefits of a financial
plan is that it can help you to define
your priorities. Once you know what
you need to do to achieve early
retirement, it should become clearer
just how important this is to you.
The pandemic may have affected
your invested funds, but you will
probably also find that you are
spending less on discretionary
items. While this can even out on the
financial side, you might also want to
think about how you will spend your
time if you retire now. If a world cruise
or a lavish party are on your agenda
for retirement, waiting until next year
could bring a more satisfying end to
your working life.

Please don’t hesitate
to contact a member
of the team if you
would like to find
out more about
retirement planning.
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When you own a business, your personal financial plan
should be at the heart of every decision you make.
Once you know how much money you need for
everyday life and your long-term aspirations,
you can consider how your business plan can work
alongside your financial plan to provide you with
the lifestyle you require.

An essential

14

TAX PLANNING
GUIDE
FOR BUSINESS OWNERS

T

he success of your business will depend on
the quality of your product, your reputation
in the market and an appropriate pricing
strategy. Sensible tax planning can help to
maximise your profits and ensure that your
hard work pays off.

Which Business Structure?
There are three main business structures:
• Sole trader
• Partnership
• Limited company
Sole traders and partners are taxed personally on
business profits. The rates of tax range from 20% - 45%
(19% - 46% in Scotland) and there is no option to defer
taking profits in order to reduce your tax bill. National
Insurance is payable in addition.
There is also usually no separation between the business
and your personal affairs, which can be bad news in the
event of bankruptcy or if someone takes legal action

against you. Some limited liability partnerships offer a
degree of protection, but legal advice is recommended.
A limited company is a completely separate entity, so
there is some separation of personal and business
assets. Income can also be structured more taxefficiently (see below).
The main disadvantages of a limited company are:
• Increased reporting requirements
• Higher costs. For example, most companies require
the services of an accountant.
However, all but the very smallest of businesses are likely
to see a saving via the limited company structure.

Drawing Your Income
A limited company provides greater flexibility when
it comes to structuring your income. Most company
directors take a basic salary within their tax-free
personal allowance. The rest of their income is drawn via
dividends, or a share of the company’s profits.
While dividends are declared after the deduction of

15
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Pensions are possibly the most taxefficient method of saving for retirement.
While many business owners think of
their business as their pension, there are
strong reasons in favour of using both.

Corporation Tax, the first £2,000 of dividend income
is free of tax. Shares can be allocated between
spouses (or even gifted to children) to maximise this
allowance. The remainder is taxed at 7.5% for basic-rate
taxpayers, 32.5% for higher-rate taxpayers and 38.1% for
additional-rate taxpayers.
This is slightly more tax efficient than drawing profits on
a self-employed basis. But there are two other benefits
that make an even bigger difference:
• Self-employed income is subject to National
Insurance at a rate of 9% on earnings between £9,501
and £50,000 (2020/2021 tax year). Income above this
level is charged at 2%. Dividends are not subject to
National Insurance Contributions which can result in
a significant saving. Even better, providing you draw a
salary of at least £6,240, you will accumulate NI credits
and build up entitlement to the State Pension.
• Dividends are only taxed when you actually declare
them. In a particularly profitable year, it’s possible
to hold back some of the earnings and pay the
dividends in a later year.
Company directors can also use director’s loans to
take income tax-efficiently. For example, if you invest a
significant amount in a company, you can reclaim what
you are owed, without tax liability, as the company starts
to generate a profit.

16

Allowable Costs
Most business owners understand that they can claim
for costs against their tax bill. Supplies, stationery, and
services such as IT and accountancy are all eligible. As
your business grows, rental expenditure and staff costs
are also allowable.

Some other allowable costs are:
• Interest on business loans
• Life insurance for yourself and your employees
• A mileage allowance of 45p per mile for business
travel (25p per mile above 10,000 miles)
• Company events, such as a Christmas party (capped
at £150 per person)
• Costs incurred by working from home
Capital allowances are also available on investment in
the company, for example, on machinery, vans, and
computer equipment.
Certain items are not allowable, for example:
• The cost of getting to work
• Entertaining clients
• Childcare
• Fines

Maximise Your Pension
Pensions are possibly the most tax-efficient method
of saving for retirement. While many business owners
think of their business as their pension, there are strong
reasons in favour of using both. For example:
• Pension contributions are an allowable business
expense.
• Unlike personal contributions, company contributions
are not limited by your earnings. However, they must
be deemed reasonable, and ‘wholly and exclusively
for business purposes.’ A director making a £40,000
pension contribution from a profitable company
would most likely be allowable. Making the same
contribution for a part-time employee, who also

happens to be a family member, probably wouldn’t
be.
• A pension allows you to build up wealth outside the
business, which cannot be accessed by creditors if
the business becomes insolvent.
• Certain types of pension scheme can also make loans
to the sponsoring employer, or be used to purchase
commercial premises. This is a complex area and
advice is strongly recommended.
• During the transition to retirement, it can be efficient
to combine pension income with dividends to make
the most of tax allowances.

However, Entrepreneur’s Relief means that CGT is
capped at 10% on the first £1 million of lifetime gains
from business sales.

Passing the Business On
You may prefer to pass the business on to your children.
This will normally benefit from ‘holdover relief.’ This
means that no Capital Gains Tax is payable at outset,
but if your son or daughter eventually sells the business,
they will pay CGT on your gain as well as their own.
The business can be passed on as an outright gift, or by
gradually transferring shares over time.

Business Succession

Remember, gifts remain within your estate for
Inheritance Tax purposes until seven years have elapsed.

Eventually, you will need to think about what will
happen to the business when you no longer wish (or are
no longer able) to run it.

If You Die

Depending on the route you take, there are various tax
reliefs available:

Selling the Business
When you dispose of an asset, including a business, you
will pay Capital Gains Tax on the gain you have made.
Capital Gains Tax is normally charged at a rate of
10% for basic rate taxpayers and 20% for higher rate
taxpayers. When selling a substantial asset like a
business, most of the gain would usually fall into the
higher rate tax bracket.

If you die, the business can usually be passed on to
the next generation with 100% Business Relief from
Inheritance Tax.
Remember that Business Relief will be lost if you sell the
business. There are some options for reinvesting the
proceeds that will continue to qualify, however these
are usually relatively high risk, and are not suitable for
everyone.
Business taxation is a complex area and some of
the reliefs available are subject to a lengthy list
of conditions. It is recommended that you seek
professional advice.

Please don’t hesitate to contact a member of the team if you would like to find out
more about your tax planning options.
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Income Protection
Income protection provides a tax-free monthly income if
you can’t work for health reasons. A wide range of options
is available, for example:
• Cover amount – you can choose your cover level, but
this will be capped, usually at 50% - 75% of your gross
salary.
• Deferred period – you can opt for a deferred period
ranging from one month to one year. Shorter
deferred periods make the plan more expensive. The
optimal deferred period will depend on how long
your employer would pay you for if you were ill, as
well as how much you have in savings to cover any
short unpaid periods of illness.
• Term – you can choose the expiry date of the plan,
normally to coincide with your planned retirement age.

How Does

FINANCIAL

PROTECTION
Change for Different Life Stages?

W

• Indexation – you can choose for your cover (and
premium) to increase with inflation.
• Age rating – you can select a plan which increases the
premium every year with your age. This is normally
cheaper at outset, but more expensive over the long
term.
• Your plan may offer increase options so that you can
update your cover amount if your salary increases in
the future.
As income protection can be one of the more expensive
insurances, it is worth setting this up as early as possible.
Premiums will only rise as you get older, particularly if you
develop any health issues.
While a full-term, indexed plan with maximum cover and
guaranteed premiums provides the most comprehensive
protection, budget should also be taken into account. A
lower level of cover is better than no cover at all.

Protecting Your Mortgage
hile financial protection products
are not particularly complicated,
the range of options available can
sometimes be a little daunting.

How can you decide which type of
cover you need, how much to insure
for, and which optional extras to include?
Your protection needs will depend on several factors, such
as:
• Your family situation
• Your debts and other commitments
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• Payment period – a full term plan will pay a benefit
either until you recover, or until the plan expires.
Shorter payment terms (usually from 1-5 years) are
also available and are often cheaper.

• Your budget
While every situation is different, most people find that
their requirements evolve over time. A young professional
with no dependants has very different needs from a
retired person who wants to pass on wealth to their
family.

In this guide, we look at the various life stages and the
types of protection that may be most suitable.

When you buy your first property, you will need to ensure
that the mortgage can still be covered even if something
happens to you.

Starting Out

Life Cover

When you are starting out in your career, you probably
don’t have too many responsibilities. Most young
professionals rent their homes, so don’t have a mortgage
to worry about. They probably don’t have anyone
depending on them financially. The average age for
buying a property in the UK is 321, and the average age
for having a first child is 30.6 for mothers and 33.6 for
fathers2.
This doesn’t mean that people in their twenties don’t
need financial protection. There are still bills to pay and a
retirement to save for.
The main financial risk for a young professional is
the possibility of becoming ill and unable to work.
Fortunately, there are ways of addressing this risk.

1. https://www.finder.com/uk/first-time-buyer-statistics#:~:text=The%20average%20age%20of%20a,people%20aren%E2%80%99t%20able%20to
2. https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/livebirths/bulletins/birthcharacteristicsinenglandandwales/2018

A life insurance plan will pay out a lump sum in the event
of your death.
Most mortgage protection plans decrease every year, on
the assumption that the mortgage will also reduce.

Critical Illness
A critical illness plan will pay out a lump sum if you are
diagnosed with a serious illness. The condition must be
specifically covered by the policy.
Critical illness can be bought on its own, but it can be
better value to include life cover as well.
Remember that most life with critical illness plans will
pay out on first event only. If you receive a lump sum in
respect of a critical illness, no additional benefits can be
paid if you subsequently die.

Time to Review
As your outgoings increase, it may also be worth checking
that your income protection plan provides enough cover
and that it offers the best value.

Supporting Your Family
If you have a family to take care of, it is unlikely that
protecting your mortgage alone will be enough. You
should also consider:
• Lost earnings
• Childcare and educational costs
• Additional help at home
• The possibility that your partner may not be able to
work, or that their health may decline later in life.
Time to Review
When you have a family, it’s often a good idea to
substantially increase your life cover to ensure that your
family will be financially comfortable if anything happens
to you. It may also be worth reviewing your critical illness
cover.
You should also consider placing your life cover in trust.
This means that any payout will be outside your estate,
and can be distributed to your beneficiaries more quickly.

Leaving a Legacy
As your mortgage is cleared and your children become
more independent, financial protection may become
less of a priority. But financial protection could still
benefit you if:
• You would like to ring-fence an inheritance for your
family, and are concerned that your own capital will
be eroded by care costs. A whole of life plan placed in
trust could serve this purpose. It is no longer possible
to arrange insurance to pay care home fees. This
means you will need to cover the costs personally if
your assets are valued at over £23,250.
• You have a large Inheritance Tax liability and would
like to make sure the money is available to pay it
without reducing the value of your estate. Again, a
whole of life plan could achieve this.
• You have recently made a large gift and would like
to ensure that the Inheritance Tax can be covered if
you die within seven years. A Gift Inter Vivos plan is
a short-term life insurance policy designed to expire
when the gift is completely out of your estate.
Time to Review
At retirement, you may find that you are paying for
insurances you no longer need. You might also feel that
a whole of life plan suits your requirements more than a
soon-to-expire term assurance.

Retirement is an excellent time for a full
financial review.
Please don’t hesitate to contact a member
of the team if you would like to find out
more about your protection options.
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We’re always happy to chat!
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.

