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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.

W

ith 2021-22 now upon us, bringing a fresh tax year,
there are new opportunities to take advantage
of your allowances and put more hard-earned
money back into your pocket. Our first article
explores some ideas on how to achieve this over
the next 12 months. The economy also continues
to struggle with COVID-19, even as society slowly re-opens. One
concern is that recovery could bring higher inflation along with it. In our
second piece, we discuss what this might mean for your investments.
Also in this edition, our third piece offers some reflections on ethical
investing (ESG) and whether 2021 will hold new opportunities for
investors interested in this sphere. Article four then directly answers the
question: “How much should I save for retirement”, offering insights on
how to steer towards your goal.
Finally, article five unpacks how annuities work (products that grant a
lifetime retirement income) and article six offers some tax information
for landlords who have been facing challenges in recent years due to
tightening restrictions and pandemic rules. 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 newsletter.
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The end of the tax year is usually peak season
in financial planning. Using ISA allowances,
topping up pensions, and utilising capital gains
exemptions all move to the top
of the to-do list.
But the start of the new tax
year is the ideal time to refresh
your financial plans.

So, what should you be
prioritising in the new tax year?
Re-Visit Your Goals

FINANCIAL
PLANNING
in the
4

NEW TAX YEAR

The first step in any financial plan is to establish
what you would like to achieve. This may have
changed since last year, for example:
• Maybe you have already achieved some of
your goals.
• Your family situation might have changed,
for example, welcoming new members, or
children becoming financially independent.
• You may need to provide additional financial
support for dependants or elderly relatives.
• Perhaps your employment or business
situation has changed, for example,
redundancy, a new job, or selling a business.

Moving funds or shares into an ISA is
considered to be a disposal for Capital Gains
purposes, so it’s always worth checking the tax
position first.
There may also be stamp duty payable on
moving assets from one wrapper to another.
This should be weighed against the risks of
selling the investments first, and missing out
on potential growth while the transaction
completes.
There is no need to wait until the end of the tax
year to top up your ISA. In fact, there are several
good reasons why earlier is better:
• Your money will be sheltered from tax for an
additional year.

• There may be health considerations to take
into account.

• You can benefit from up to an extra year of
potential investment growth.

Your situation is constantly evolving and your
financial plan needs to keep up. The new tax
year is a great time to revisit your goals, assess
your priorities and decide on next steps.

• You can avoid the last minute rush to fund
your ISA next April.

Top Up Your ISA
You can contribute up to £20,000 to your ISA
in the current tax year. This can be invested in
cash, stocks and shares, or a combination of
both.
You can make a cash contribution, or if you
have existing investments, you can arrange a
‘bed and ISA’ instruction. This means that your
investments will be moved into your ISA without
being sold.

If you don’t have the capital available to make
the full contribution, why not look into starting
(or increasing) regular contributions?
Regular investing benefits from ‘pound cost
averaging.’ This means that you buy into the
market at different price points every month.
When the market is high, you benefit from
growth. When the market is low, you benefit
from cheaper prices and can buy more shares
for your money. This can help to smooth out
some of the risks of investing.
Regular investing also helps to build good
habits and financial discipline.

5

SPRING 2021 ISSUE

Use Your Capital Gains Exemptions
Whenever you sell an investment (and even sometimes
when you give it away), the profit you make on the
disposal is assessed for Capital Gains Tax.
You can realise gains of up to £12,300 (£6,150 for a Trust)
before a tax liability occurs.
There are several ways to optimise CGT planning in the
new tax year:

reduce your tax liability.
• If your earnings have increased above £240,000 per
year, you may be affected by the tapered annual
allowance. It’s worth checking this and adjusting your
contributions if necessary.
• The Lifetime Allowance is frozen at £1,073,100 for
the next five tax years. You may want to check how
close your pension value is to this limit. With careful
planning, it might be possible to reduce the impact
of any Lifetime Allowance charge.

• Sell some of your investments to realise gains up
to the level of your annual exemption. You
If you are planning to retire, or already taking
can use the proceeds to top up your ISA,
an income from your pension, it’s a good
buy different funds, or take a regular
idea to re-visit your income requirements
Please
withdrawal. By using your exemption
in the new tax year, particularly as your
every year, you avoid large gains
do not hesitate to
other income, expenditure, or tax
rolling up in the future, potentially
position may have changed.
contact a member
creating a major tax liability when
of the team if you
you need to withdraw money.
• Transfer some assets to your spouse
before selling. This is not considered
to be a disposal for CGT purposes,
and you now have two exemptions
(£24,600) to set against gains.

would like to find out
more about financial
planning.

• Sell any funds that have incurred losses,
providing this is in line with your investment plan.
Any gains realised at a later date will be set against
losses, potentially reducing your tax bill.

Make the Most of Your Pension
Pensions are one of the most tax-efficient investments
you can make, although this applies only up to a point.
Over-funding your pension can result in tax penalties.
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The new tax year is a good time to re-visit your pension
contributions and make sure you are on track for a
comfortable retirement. For example:
• Consider increasing your contributions, particularly
if you have received a pay-rise or your expenditure
has reduced. Small annual increases can make a big
difference to your eventual pension pot.
• If your income has pushed you into a new tax band,
increasing your pension contributions can help to
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HOW TO
SHIELD YOUR
PORTFOLIO
FROM
INFLATION
As the economy starts to take tentative steps
towards recovering from the pandemic, inflation has
become a key area of concern.

Plan for Gifting

Normally, when you make gifts,
they remain within your estate for
seven years, and will factor into your
Inheritance Tax calculation if you die within
that time.

There are a few exceptions to this, for example,
regular gifts from surplus income and charitable
donations.
In addition to this, you can give away up to £3,000 per
tax year. This can be carried forward to the next tax year,
but is then lost if it is still unused.
This means that a couple who have made no previous
gifts can give away up to £12,000 in the new tax year, and
this is immediately outside their estate for Inheritance
Tax purposes.
While this may be a small benefit in the context of a
substantial estate, over time, and in combination with
other reliefs, large savings can be made.
A financial adviser can help you make a positive
start to the new tax year by making the most of your
reliefs, allowances, and exemptions.
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n a stable economy, we expect
prices to rise by a modest amount
every year. The Bank of England and the
US Federal Reserve target an inflation rate
of 2% per year. At this level, businesses prosper,
employment levels are high, consumer spending is
positive and investors have more confidence.

But when prices rise too quickly, there are
consequences. Essential goods and services
become more expensive, and wages don’t always
increase at the same rate. Household finances become
stretched and unemployment can rise as companies
look to cut costs.
Inflation is also one of the factors to take into account
when constructing an investment portfolio.

How Inflation Can Affect Your
Investments
High inflation can erode the real value of your money.
If you have £10,000 in the bank earning no interest,
an inflation rate of 4% means that it will only be worth
£9,600 in a year’s time. Over a lifetime, this can result in
significant losses when you adjust the value for inflation.
When investing, it’s important to consider the ‘returns
above inflation’ as well as the monetary returns.
Most people want their investments to grow in value,
as this makes the risk of investing worthwhile. But when
inflation is taken into account, a return of 5% per year
might only equate to 2%-3% in real terms.
In an environment where inflation sits at a steady rate of
2%, you will need to earn at least this amount in interest
to avoid losing value. With interest rates at an all-time
low point, it’s almost impossible to achieve this without
investing at least some of the money.

Take Some Risk
To achieve investment growth above inflation, it is
usually necessary to take some risk. This can be daunting
if you have never invested before. But remember,
inflation is also a risk, and by aiming for a no-risk
portfolio, you are actually more likely to lose money in
real terms. The longer the investment period, the greater
the impact of inflation.
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Taking a measured, appropriate amount of risk with
your investments can increase returns. The key is to plan
carefully, and avoid investing too much in one area.

Diversify Your Assets
High inflation can affect assets in different ways. For
example:
• Cash loses value in real terms.
• Interest rates are usually pushed higher to make
saving more desirable than borrowing and spending.

When prices rise too quickly,
there are consequences.
Essential goods and services
become more expensive, and
wages don’t always increase
at the same rate.
• Existing
fixed
interest
securities will
fall in value as the
interest rates become less
competitive and demand falls.
• Index-linked investments become
more appealing and can rise in price.
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more the peaks and troughs will even out. Aiming for a
5% annual return (or a 3% real return) does not mean
the portfolio is likely to grow at this rate every year. It may
lose 10% in year 1 and gain 17% in year 2. The end result
is the same, but only if you keep your resolve and stay
invested.
Trying to time the market is usually futile. It’s impossible
to predict world events or how they will impact all of the
investments in your portfolio. Any information that’s
already in the public domain will be priced into share
values already. So if you are reading about it in the news,
it is already too late to benefit.
But even more crucially, you never know when a share
has reached its highest or lowest point. If you sell during
a dip, you might miss out on the recovery. Buying back
into the market at a later date will then cost more.
Over time, making these decisions is not only counterproductive, but takes a lot of time and energy.

Plan your Income Strategy
If you are retired, or need to take an income from your
portfolio, there are a few steps you can take to protect
your funds from inflation:
• Plan withdrawals in advance so that you are not forced
to sell investments during a downturn.
• Keep a cash buffer to cover any emergencies and
planned spending.
• Make a budget and keep your spending under
control.
• Withdraw the natural income yield from your portfolio
before you dip into the capital.
• Make a cashflow plan so it’s clear how much you can
afford to spend. This will need to be stress-tested,
regularly reviewed, and adjusted as needed.
A financial adviser can help you work out how to achieve
your goals, while taking inflation into account.

• Asset-backed investments (for example,
property or commodities) tend to hold their
value, as their worth is based on something tangible
rather than simply supply and demand.
• Companies producing basic necessities tend to thrive
during periods of high inflation.
• Shares with high dividend yields increase in value, as
generating an income becomes more desirable.
• ‘Growth’ shares may be lower yielding but have strong
expectations of returns. Smaller companies and
tech businesses often fall into this category. Growth
shares tend to reduce in value during periods of high
inflation, as their cashflow and income yields are not
as steady.
So while we have a good idea of how inflation will impact
different investment types, this is not necessarily a magic
bullet in terms of deciding which assets to invest in. For
example:
• Inflation rises and falls, and isn’t always predictable.
• The measure of inflation relies on historic price trends
rather than a fixed moment in time.
• Inflation can vary on a global scale, meaning that UK
and overseas assets are impacted differently.
• Inflation is one of many economic factors that will
affect your investments.
The key is to invest in as wide a range of assets as
possible. This means that if some of your investments
lose money as a result of inflation (or for any other
reason), others should increase, or at least hold their
value.
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Invest for the Long Term
Successful investing does not only depend on what you
choose to invest in, but how long you invest for.
Statistically, a diversified portfolio or a multi-asset fund
will increase in value. There will be some volatility along
the way, but the longer you hold the investment, the

Please do not hesitate to contact a member of the team to find out more about
investment planning.
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ESG
INVESTING
WILL 2021 BE
THE YEAR OF GREEN?

Sustainable investing has moved on from the traditional
‘ethical’ model. This method screened out companies
operating in areas such as arms dealing, tobacco, or
gambling. However, ethical views are subjective,
and funds of this type tended to be treated as
the exception rather than as a mainstream
investment option. Ethical funds were
often more expensive than their
standard counterparts, offered
limited investment choices, and
could not realistically align
with the views of every
investor.

10

SPRING 2021 ISSUE

ESG investing has taken
this model and evolved,
resulting in a variety of
investment options to suit
most investors.
What is ESG Investing?
ESG stands for Environmental, Social
and Governance. These describe
some of the factors that may be
taken into account by fund managers
when deciding whether to invest in a
company.
ESG investing takes a more positive
and inclusive approach to stock
selection. Funds with an ESG mandate
aim to invest mainly in companies
which have a positive effect on society.
The companies selected will have
strong credentials in one or more of
the following areas:
Environmental
• Limiting waste and using resources
effectively.
• Reducing pollution.
• Innovation in technology and green
energy.
• Preserving natural habitats.
• Promoting the humane treatment of
animals.
Social
• Prioritising employees’ health,
safety, and welfare.
• Treating staff fairly and promoting
equality.
• Dealing ethically with consumers.
• Contributing to the local community.
• Supporting charitable causes.
Governance
• Diversity and equality at all levels.
• Transparent leadership and financial
management.
• Avoiding illegal activity.
A company may score highly in
several of these areas, but fall down in
others. The objective is not to invest
according to strict criteria, but to seek
out companies which have an overall
positive impact.
Equally important is the investment
potential of these companies. ESG
investing does not unconditionally
screen out companies with one or two
red flags. Instead, the fund manager
will weigh up the positive with the
negative, and select companies with

strong growth or income prospects.
Investors can also use their voting
rights to influence company policy.

Why Now?
There are a number of reasons why
ESG investing has taken off in recent
years, and is set to keep up the
momentum in 2021:
• Increased awareness regarding
climate change and pollution.
• Less social acceptance of wasteful or
unethical practices.
• The sectors which are most suited
to ESG investing have remained
profitable throughout the
pandemic, for example, technology,
healthcare, and the financial sector.
This has increased the level of
interest and confidence in these
sectors.
• On the other hand, the pandemic
has restricted certain industries,
such as travel. Furlough and home
working have led to fewer cars on
the road. We are already seeing
reduced emissions, and many
people are questioning whether
life can (or should) go back to its
previous frantic pace.
• Companies now have published ESG
scores from a range of independent
bodies. This means that at a glance,
you can tell if a company has strong
ESG credentials. Not only does
this make it easier for the investor
to assess the company, but it also
makes unethical practices more
difficult to hide.
As awareness of ESG investing
increases, so does the demand. This
leads to wider availability, and more
acceptance of this investment style into
the mainstream.

Reasons to Consider
Sustainable Investing
You may wish to consider adopting an
ESG approach to your portfolio for any
of the following reasons:
• You are concerned about the
environment, climate change, or
human rights violations.
• You wish to support companies
acting responsibly.
• You would like to contribute to
efforts encouraging companies to
improve their behaviour.
• You like the idea of investing

in innovative companies and
participating in technological
breakthroughs.
• You believe that companies which
continue to waste resources and act
irresponsibly will be less profitable in
the long-term.

Investment Options
If you would like to invest sustainably,
there are a number of options
available:
• Invest directly in shares. While
researching companies is easier
that it has ever been, dealing in
individual shares can take a lot
of work. Prices can be volatile,
and frequent trading is usually
counterproductive.
• Invest in sustainable multi-asset
funds. This is a cost-effective option
which means that the heavy lifting
of stock selection, monitoring
and rebalancing is taken care of
behind the scenes. However, you
can’t control the fund manager’s
investment choices, and you may
find that some of the companies
chosen do not match your personal
values. Funds are better suited to a
general sustainable approach rather
than strict exclusion criteria.
• Invest in a bespoke portfolio.
Again, the day to day running of
the investment is handled by a
professional fund manager. The
manager will take your views into
account and can even exclude
certain companies if you wish. This
type of portfolio can be expensive
and usually only offers value for
money on larger investment values.
• If you are looking for a less volatile
investment option, the new Green
Savings Bonds set for release in
2021 could meet your requirements.
These will be offered by National
Savings & Investments, and will
be used to fund environmentally
friendly projects. Full details have
not yet been released.
ESG investing has now moved firmly
into the mainstream, and could be a
worthwhile choice for your investment
portfolio.
Please don’t hesitate to contact
a member of the team to find out
more about sustainable investment
planning.
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HOW
MUCH
SHOULD YOU SAVE

FOR RETIREMENT?
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We cannot predict investment growth, and returns are
unlikely to accrue in a steady pattern. Your fund will go up
and down, and you may even lose money in the short term.
But if history is any indication, a diversified basket of shares
or a multi-asset fund will usually grow in value over the
longer term. The more risk you take (i.e. the more you invest
in volatile assets such as shares), the greater the potential
reward.
The longer you invest, the more likely it is that you will benefit
from the upside and smooth out the short-term volatility. This
is particularly true if you make regular contributions.
The less risk you take with your pension, the more you will
need to contribute, particularly over a longer timescale.
A diversified investment plan which takes an appropriate
amount of risk relative to your retirement plans, timescale,
and contribution level will give you the best chance of
achieving your goals.

Your Life Stage and Priorities
The earlier you start planning for retirement, the easier it will
be.
Let’s assume that you want to build up a retirement fund of
£500,000, and expect to achieve investment returns of 5% per
year. With 40 years of working life ahead of you, you would
need to save £337 every month.
However, if you wait 10 or 15 years to start planning, you
will need to save a lot more. With 25 years to build up your
retirement fund, you would need to contribute £854 per
month.
The problem is that earlier in life, you will probably have other
priorities, such as getting on the property ladder or providing
for a family. This takes up mental energy as well as money,
and retirement can seem a long way off.

We all know that we should be planning for retirement. The
State Pension is a useful starting point, but would fall short of
providing a comfortable retirement for most people.

W

orkplace pensions can partially bridge
this gap. These require a minimum level
of contribution from both the employee
and the employer. But over the course
of a working life, it’s possible to build up
multiple pensions, and to lose track of
the amount you have accumulated. There may even be gaps
in your contribution history.
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When planning for your retirement, consider:
• How much you will need to pay your essential bills and
expenses.
• The cost of hobbies, travel, and luxury items.
• Any lump sum expenditure, for example home
improvements or gifts.

Without a cohesive plan, it’s difficult to work out if your
retirement plans are on track, and if you are contributing
enough.

Once you know how much you would like to spend in
retirement, a financial planner can help you work out how
much you will need to have in your retirement fund to achieve
this.

There are a number of factors you should consider when
deciding how much to save for retirement:

Investment and Risk

Your Goals
The first step of any financial plan is understanding what you
are trying to achieve. What does a comfortable retirement
mean to you? For some people, this can involve travelling the
world and taking up new hobbies. Others are happy with a
simpler lifestyle and spending more time with family.

Your retirement income will depend on the pension pot you
build up. This, in turn, will depend on the amount you save
and the investment growth you achieve.
Over 25 years, if we assume that you contribute £500 per
month to your pension, you could build up a fund of around
£250,000 if your investments grow at a rate of 4% per year.
However, at a growth rate of 7%, your retirement fund could
be worth closer to £400,000.

Our tips for getting started are:
• Make sure that you have an emergency fund in place and
that you are not spending more than you earn.
• Aim to clear consumer debts as soon as possible, as
these are expensive and don’t add value. Mortgages and
student loans are a lower priority.
• If you are employed, make sure you join your workplace
pension scheme. Your employer will need to contribute
and you will also receive tax relief.
• Start with a modest contribution but commit to
increasing this, for example by 5% per year. You will barely
notice the increase, but it will make a huge difference to
your pension pot at retirement.

Tax Efficiency
Pensions are an extremely tax-efficient way of saving for
retirement.
For every £80 you contribute personally, a further £20 will
be credited in the form of tax relief. This takes the gross
contribution to £100.
Higher and additional rate taxpayers can claim further relief
through Self-Assessment.
Pension contributions can also effectively reduce your taxable
income, taking you into a lower tax band.
Employer contributions are an allowable expense for
Corporate Tax purposes, which can make funding your
pension through your business an effective option.

However, there are some limits on contributions and
exceeding these can result in tax penalties:
• You can receive tax relief on personal contributions of
up to £3,600 per year (gross) or your annual earnings if
higher.
• Personal and employer contributions are further limited
by the annual allowance, which is currently £40,000. If
you don’t use your full annual allowance, it can be carried
forward by up to three tax years.
• Anyone earning over £240,000 will have a reduced annual
allowance.
• Your annual allowance will be reduced to £4,000 if you
have taken income from a money purchase pension. The
carry forward option is also removed.
• Your total pension pot will be measured against the
Lifetime Allowance. This is currently £1,073,100, with tax of
up to 55% payable on any excess.
If your pension savings are limited by taxation restrictions,
remember there are other options. You can also save for
retirement using ISAs, investment accounts, and bonds.
A financial adviser can recommend the most tax-efficient
structure for your retirement plans.

Without a cohesive plan,
it’s difficult to work
out if your retirement
plans are on track, and
if you are contributing
enough.
Income and Spending Patterns
Your income and expenditure may vary throughout
retirement. For example:
• Many people retire gradually, and require their pension
income to supplement a reducing salary.
• It’s usual to spend more in the earlier years of retirement
when you are still fit and well.
• Spending often slows down later in life, although may
increase again if care is needed.
• You may have a company pension scheme with a
specified retirement age and fixed income amount. If you
want to retire earlier, or need to vary your income, you will
need to plan for the additional flexibility.
• Depending on your age, you may receive the State
Pension as late as age 68 under current proposals. Most
people want to retire earlier than this, in which case
further planning is required.
A financial plan and cashflow model can help you decide how
much you need to save for retirement.

Please don’t hesitate to contact a member of the
team to find out more about retirement planning.
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A Short Guide
to Annuities

SPRING 2021 ISSUE

• It can be paid either in advance or in arrears. For example,
if you opted for an annual annuity paid in arrears, you
would receive your first payment one year after the
contract started. The payment would be higher than if
you had opted for an advance payment, as the insurance
company has had more time to invest the money.
Adding a spouse’s pension or inflation linking to your annuity
will make it more expensive, resulting in a lower income. So
while an index-linked annuity would increase every year, the
starting amount would be much lower than if you opted for a
level annuity.
The basis of your annuity is fixed at outset and cannot be
altered later if your circumstances change. However, annuity
contracts come with a cancellation period, which means that
you can change your mind in the early days of the contract.
The cancellation period is normally 30 days, but it’s best to
check this with the provider before you proceed.

Factors that Can Affect Your Annuity Rate
Your annuity rate will depend on the following:
• Your age.
• Any options added.
• Your health or lifestyle.
• Guaranteed annuity rates included within your existing
pension.
Annuity rates tend to increase with age, simply because the
insurer expects to pay out for a shorter period.
Additionally, if you have medical issues or are a smoker, you
could receive a higher annuity rate due to a reduced life
expectancy.
Since 2012, annuity rates must be calculated on a unisex basis,
so your rate will not be affected by gender.

With Pension Freedoms, and the increasing popularity of
drawdown, annuities have become side-lined. But an annuity
can offer valuable guarantees, and could still have a place in your
retirement plan.
In this guide, we explain the main features of an annuity to help you
decide if it could be for you.
How Does an Annuity Work?
When you reach retirement, you will have the option to
use some of your pension fund to buy an annuity. This
is a kind of reverse insurance contract – the annuity
provider receives a lump sum from your pension, and
in exchange provides you with a guaranteed regular
income.
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A lifetime annuity will pay out this income for the rest of
your life.
A fixed-term annuity provides a guaranteed income for
up to five years. This will normally use up a portion of your
pension fund, with the remainder staying invested so that
you can review your options at a later date.
Most pensions will give you the option to take 25% of
your fund as a tax-free lump sum. Usually the annuity

purchase amount will be taken from the remaining 75%.

It is always worth shopping around for the best rate based on
your own situation, rather than simply accepting the income
offered by your pension provider.

What Are the Benefits?
There are several benefits to buying an annuity:
• Certainty over your monthly income.
• Your pension would no longer be subject to investment
fluctuations.
• They are simple to manage once set up, with no
requirement for regular reviews.
• They can provide your spouse or partner with a
guaranteed income in the event of your death.

Annuity payments are taxed at your marginal rate.

Potential Disadvantages

What Options Can Be Added?

Of course, annuities are not always suitable. Some possible
downsides are:

You can include different options within your annuity, for
example:
• A spouse’s pension to be paid out if you die.
• Capital guarantees so that some of your pension fund
would be returned to your estate if you were to die
within 5 or 10 years.
• Index linking so that your fund keeps up with
inflation.
• Your income can be paid monthly, quarterly, or
annually.

• Annuities are inflexible. Once they are set up they cannot
be changed.
• You cannot withdraw a lump sum, change your income
amount, or switch the income off temporarily.
• If you have opted for a spouse’s pension, it’s not possible
to change this even if your spouse dies before you.
• Your pension fund could not benefit your children, unless

you add capital guarantees and die within the first five or
ten years (depending on the guarantee selected).
• No possibility of benefiting from future investment
growth.
• No control over your tax bill.

When Are Annuities the Best Option?
An annuity might suit you if:
• You require a fixed, regular income.
• You do not want to expose your pension fund to
investment risk once you retire.
• You have other funds that you can use to provide flexibility
or cover lump sum expenses.
• You do not want to pass your pension fund on to your
children.

What Else Can You Do with Your Retirement
Fund?
Of course, annuities are not the only option and do not need
to be used in isolation. Some other possibilities are:
Flexi-Access Drawdown
This allows you do draw money from your pension as and
when you need it, combining tax-free cash and taxable
income. This can help to keep your tax bill under control and
means that the money you don’t need immediately is kept in
a tax-efficient pension wrapper.
If you place your funds in drawdown now, there is nothing
stopping you from buying an annuity later in life. This can
improve the rates available, particularly if you develop any
health issues. Of course, rates change all the time, so there is
no guarantee that they will be higher in the future.
Uncrystallised Pension Fund Lump Sum (UPFLS)
This is the process of taking a lump sum from your pension,
comprised of a 25% tax-free lump sum and 75% taxable
income. You can take your entire pension pot in this way, but
it could be more tax efficient to phase the withdrawals over a
number of years. Remember that the 75% will be taxed at your
full marginal rate and may push your income into a higher tax
band.
Combination
If you need a fixed amount each month to pay the bills, you
could use part of your pension pot to buy an annuity. This
makes sure the essentials are covered, while allowing the
remainder of your fund to continue growing. Any ad hoc
or luxury expenses can be covered by taking flexi-access
drawdown from your invested pot.
Do Nothing
If you don’t need an income right away, it can be efficient
to leave your fund invested. Pensions benefit from tax-free
investment growth and can be passed on to your beneficiaries
in full if you die before age 75 (or taxed at their personal rates
if you die after 75).
If you can live on your other income, cash, and investments
for a while, there is no need to rush
into making any decisions. Your
options remain open to you when you
are ready.

Please don’t hesitate to contact a member of the team to find out more about your retirement options.
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A 2021 Tax Guide for Landlords

I

n recent years there have been
a number of changes to the
tax landscape for buy-to-let
properties. This means it is
now more expensive and less
tax efficient to be a landlord,
particularly if you are also a higher
rate taxpayer.
In this guide, we look at the current
tax position for landlords as well as
the changes that have been applied
in the last few years.

Stamp Duty
When you buy a property, you
normally need to pay stamp duty
based on the value.
The standard rates for England and
Northern Ireland are:
• 0% on the first £125,000
• 2% on the next £125,000
• 5% on the next £675,000
• 10% on the next £575,000
• 12% on the remainder (affecting
properties worth more than £1.5
million).
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A stamp duty holiday applies until
July 2021, which means that the 0%
stamp duty band has been extended
to £500,000. The threshold will
then be reduced to £250,000 until
September 2021 before reverting to
normal rates.
The rates, terminology, and the rules
around the temporary relief are
different in Scotland and Wales.
The rates are also different for
commercial property. The stamp
duty holiday doesn’t apply on
commercial purchases, but the

rates are generally lower than on
residential property.

Stamp Duty Surcharge
If you are buying a residential
property in addition to your main
residence, a stamp duty surcharge
will normally apply. The rate is 3% in
England and Northern Ireland, and
4% in Scotland and Wales. This is
charged on top of the standard rate
of stamp duty. It applies whether
you are buying a second home or a
property to let.
Properties worth under £40,000 are
exempt from the surcharge.
The surcharge cannot be avoided
if your declared main residence is
abroad. In fact, a further 2% will
be added to the stamp duty bill for
overseas buyers, taking the total
surcharge to 5% in addition to the
standard rates. This means that an
overseas buyer could pay stamp
duty at a rate of up to 17% on the
highest band of the most expensive
properties.
The stamp duty holiday does not
apply to the surcharge, although
landlords can still benefit from the
temporary relief in respect of the
standard rates.
The stamp duty surcharge is a major
factor in the decision to become a
landlord or to add to your property
portfolio.

Income Tax and Pensions
The current tax position is as follows:
• You can deduct allowable
expenses from your rental income

to arrive at your taxable profits.
• The expenses must be wholly
and exclusively for the property
rental business. This could include
maintenance and repairs, utility
bills, insurance, professional
fees, and mileage incurred in the
running of the property business.
• Improvements and other items of
capital expenditure cannot be set
against rental income.
• Your profit from property rental
is added to your income for the
year, and taxed accordingly.
• You must keep records and
receipts of your expenditure.
• Alternatively, you can claim an
allowance of £1,000 per year.
While this is a simpler approach
that requires less paperwork,
it’s unlikely to cover all of the
expenses incurred in a typical
property business.

a State Pension solely through
a buy-to-let business. You may
want to look into voluntary
contributions to keep your record
up to date.
• Similarly, rental income is
not taken into account when
calculating your allowable
pension contributions. If your only
income comes from your property
business, your tax-relievable
pension contributions will be
limited to £3,600 per year (gross).

Capital Gains Tax
Capital Gains Tax (CGT) will normally
be payable when you sell property
and make a profit. This works as
follows:
• CGT applies to any property that
is not your main residence.

• Before April 2017, it was possible
to claim mortgage interest as an
allowable expense.

• If the property was your home
at any point, you can claim relief
against the period in which you
lived there, as well as the final 9
months of ownership.

• However, measures were
gradually introduced to limit tax
relief on mortgage interest for
landlords.

• You have an annual exemption of
£12,300. This is the amount of gain
that can be realised before you
start to pay tax.

• Currently, you can claim a tax
credit equivalent to 20% of your
mortgage interest. This means
that higher rate taxpayers will pay
more tax than under the previous
regime.

• You can also deduct the costs of
purchase, sale, improvements,
capital expenditure, and
professional fees from your
taxable gain.

• Property rental income is not
subject to National Insurance
contributions. However, this
means that you cannot build up

• After any deductions, reliefs and
exemptions, the rates of tax are
18% for a basic rate taxpayer and
28% for a higher rate taxpayer.
These are higher than the rates on

other types of investment. If the
gain takes your total income over
the higher rate threshold, you will
pay the higher rate of CGT on that
portion of the gain.
• The tax will apply even if you give
the property away or sell it to a
family member for less than it
is worth. In these situations, the
disposal value is deemed to be
the market value.
• The exception is if you give the
property to a spouse or place it
in joint names. This is ignored for
CGT purposes, and jointly owned
properties can benefit from two
annual exemptions. However the
‘base cost’ for the CGT calculation
will be the amount you paid for
the property, not the value when
you made the gift. The tax savings
should be weighed up against
the legal costs of changing the
ownership of the property.

Should You Set Up a
Property Company?

earnings. The company can
contribute up to £40,000 per year
to your pension (subject to certain
exceptions) providing this is
deemed reasonable by the Local
Inspector of Taxes.
• The company is a separate legal
entity, which can offer you some
protection.
However:
• The stamp duty surcharge will still
apply on residential purchases.
• If you already own the properties,
you may need to pay CGT and
stamp duty in order to move
them to a company structure.
• A trading company can benefit
from Business Relief, which can
reduce Inheritance Tax. A property
company would not qualify.
Tax advice is recommended if you
are considering investing in property
or setting up a property company.
There may be other investments that
suit your circumstances, are more
tax-efficient, and are easier to sell.

If you plan on acquiring multiple
properties, it may be worth setting
up a property company.
This has the following advantages:
• Mortgage interest is allowable for
Corporation Tax relief.
• You can structure your income in
the form of salary and dividends,
which can be more flexible and
tax-efficient.
• You can make pension
contributions from the business,
which are not limited by your

Please don’t hesitate
to contact a member
of the team to find
out more about
investments and tax
planning
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Need freshly picked
investment advice?
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.
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