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More than 17,000 clients are engaged with the Succession proposition, 
and over £10.5bn of funds under management are entrusted to our 
Wealth Planners (some of whom are pictured on the front cover), based 
on the principles of value, trust and excellence. 

Your Wealth Planner is there to make sure your investment strategy is fully 
aligned with your attitude to risk and our innovative approach to cashlow 
planning aims to ensure that you don’t run out of money throughout your 
life.  There is an interesting debate as to whether Robo Advisers – algorithm 
powered automatons – could ever replace the need for the personal 
touch of a Wealth Planner.  Technology has always had a role in delivering straightforward advice 
solutions to the masses.

Are we are at a crossroads in the evolution of the inancial services profession? Read more about 
this on page 13.

Investing in different ways to suit different stages and priorities in your life is an important principle 
of wealth planning.  With an ageing population, the inancial priorities and attitudes to risk of 
two 60-year-olds are likely to not only differ from each other, but will be very different from any 
other point in their lives.  It is our job to ensure your investment strategy relects this and is why 
cashlow planning is so important to what we do.  Read more on page 09 about how you can use 
cashlow planning to map your resources to your long-term goals.

Part of the wealth planning process is working with key investment partners in the design and 
delivery of your investment strategy.  We brought together these investment experts at the 
Succession Economic Forum this month, to discuss the state of the economy in 2015, and what 
we can expect in the year ahead.  The full video is available on the Succession Group website 
(www.successiongroup.co.uk) or go to page 04 for a snapshot of the discussion.

The anticipated FED interest rate increase was the subject of a great deal of discussion over the year.  
It has been billed as the beginning of a return to normality and the decision by America’s central bank 
to wean the US economy from the life support of low-interest rates had been welcomed around the 
globe with Japan’s Nikkei 225 jumping 2%, Hong Kong’s Hang Seng up nearly 1% and China’s Shanghai 
Composite gaining 1.5% as a result. 

As we move into 2016, we will be focusing on your tax year-end planning, making sure you have 
fully optimized the beneits available in this current year.  Our strategic partner Vestra Wealth 
highlights some of the items for your wealth planning agenda on page 14.  If you wish to discuss 
how any of the issues detailed in this issue of Success Magazine affects your inancial plan, please 
contact your Succession Group Wealth Planner or call us on 01752 762140.

Simon Chamberlain

Group Chief Executive
Succession Group

WelcOMe tO
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FROM GROUP CHIEF EXECUTIVE, SIMON CHAMBERLAIN
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The investment experts discuss the big investment 
themes of the year and debate whether next year 
heralds more of the same.

DO YOU HAVE 
THE CASH TO SPLASH? 
A look at how cashlow modelling can be an 
important tool to map your current resources to 
your long term goals.

YOU MISSED IT! 
IT WAS THE BEST OF TIMES
AND THE WORST OF TIMES... 
From Seven Investment Management.

IT’S JANUARY: 
TIME TO CALL THE LAWYERS
Christmas always exerts a strain on relationships, 
Success Magazine highlights how those newly 
divorcing should not neglect their retirement 
provision as assets are divided.
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From BMO Global Asset Management.
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THE ROBO-ADVISERS 
Is it possible that one day your inancial adviser will 
be replaced by a robot?
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SUCCESSION
ECONOMIC ROUND TABLE 2015

The event was chaired by independent 
risk and research expert Ken Rayner, 
who sits on Succession’s Investment 
Committee.  The full discussion can 
be viewed on the Succession Group 
website (www.successiongroup.co.uk).

When asked what was the biggest event 
for the world economy in 2015, China, 
Greece, the “will they, won’t they” debate 
over interest rate rises and tumbling oil 
prices dominated the conversation.

Tom Sheridan, CEO Seven 
Investment Management said:  Interest 
rate increases dominated the headlines 
but over time, when we look back at 
2015, we will realise it is the Trans-Pacific 
Partnership that has been the biggest 
event in global economics. 12 countries 
took seven years to negotiate this 
including US, Canada, Japan, Australia and 
we think that this will have very enduring 
positive benefits for the world and world 
trade, in particular.

John Redwood, Global Investment 
Strategist, Charles Stanley Pan 
Asset cited the collapse of energy 
and commodity prices continued 
throughout most of the year following 
the Saudi Arabia’s decision to carry 
on pumping oil when there was 
already far too much of it in the world 
market.  He said:  It was designed to 
put pressure on the Americans to make 
them collapse their shale gas and oil 
activity.  They didn’t manage to do that 
– it just led to a continuous decline in 
commodity prices.

Thankfully Charles Stanley Pan Asset 
believed commodities could remain 
ver y weak, so that meant investing 
less in emerging market countries that 
contain a lot of commodity producers, 
and investing in the countries that 
are using them. We also looked at the 
positions of bonds and interest rates 
because it meant inflation is going to 
stay lower for longer.

Tom Wicks, Senior Portfolio Manager 
at Vestra Wealth added:  This energy crisis 
has been an effective tax cut to consumers. 
It has destabilised the Middle East. Further 
knock-on effects include sovereign wealth 
funds having to redeem large amounts of 
assets, and there is a whole multitude of 
different ways this energy crisis affects the 
global economy.

Alan McIntosh, Chief Investment 
Strategist at Quilter Cheviot, said: 
December’s US rate rise is pivotal 
because it will be the first rate rise in 
eight years. Lower commodity prices, 
lower inflation, seems counter intuitive. 
We also have the repercussions of 
Emerging Markets’ debt, a lot of which 
is in the US dollar. Although much of this 
is forecastable, we don’t yet know the 
unintended consequences of this.  Europe 
is going in the opposite direction, and it 
is the first time since 1994 that we have 
divergence in European and US interest 
rate policy. 

SucceSSIOn GROuP InVIted InVeStMent MAtRIx PARtneRS – the InVeStMent 
exPeRtS WhO MAnAGe MORe thAn £3tRIllIOn OF FundS – tO dIScuSS the BIG 
InVeStMent theMeS OF the yeAR And deBAte WhetheR next yeAR heRAldS 
MORe OF the SAMe.
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Anthony Willis, Multi-Manager 
Team Fund Manager with the Bank of 
Montreal, agreed that Europe has been 
interesting in 2015.  He said:  In the first 
half of the year everyone was distracted 
by Greece.  Now it is Germany opening 
her borders to Syrian migrants and the 
political consequences of that decision. It 
is interesting that Europe is moving from 
being a free trade area to somewhere that 
is closing its borders again.

David Copsey, Executive Director and 
Portfolio Manager – Global Portfolio 
Solutions, Goldman Sachs commented:  
Europe’s recovery is pivotal.  We recognise 
the political challenges and the longer-
term questions that still exist, but we 
have seen a fundamental recovery in 
growth, falling unemployment and, most 
importantly, low commodity prices, which 
will be very beneficial.

Alastair Irvine, Product Specialist 
at Jupiter Merlin, said:  The slowdown in 
China had a more significant effect on the 
rest of the world, and we don’t understand 
how long it is going to take before it fixes 
itself.  We do not understand or believe 
the numbers that come out of China, and 
we saw the major impact of this in August 
when on top of cutting rates, they devalued 
the currency.  The markets were spooked 
for six weeks.

Jason Collins, head of SEI’s European 
Investment Team said:  Many people 
misunderstood China’s motivations. The 
devaluation sparked fears of a currency 
war, which will have ripple effects 
throughout the Emerging Markets. I 
think we know that this was China 
attempting to reform, to open markets 
up to international forces and also 
re-engineer the economy away from 
being capital investment-led economy to 
more of a consumption economy. As this 
rebalancing occurs, there will be plenty 
more scares and volatility that will pop 
out and hit the headlines. I also think 
that this ongoing rebalancing will have 
impacts on economies and markets for 
some time.

Alan McIntosh added:  The currency 
devaluation was not a response to weak 
exports but a demonstration to the IMF 
that they will move the currency according 
to market forces.

Tom Sheridan commented:  The 
growth that we have seen this year 
in China is equivalent to the GDP of 
Australia, and so we are not looking at 
a major slowdown, but slower growth 
rates.  At 7IM, we were very quick to point 
out that there were two other factors 
influencing the numbers and influencing 
the headlines as well.

The strength of the dollar has meant that 
world trade statistics, which are quoted in 
dollars for non-dollar economies, look a lot 
smaller. So you have a situation when the 
volume of oil barrels going into Korea looks 
like it has decreased by 30% on a dollar 
basis when they are up by 4 or 5 % based 
on the number of barrels. 

The other issue is the decline in the price of 
oil. When we look at trade contracting and 
take into context the cost of the dollar and 
oil in actual units, we will find that world 
growth is still expanding.

Alistair Irvine added:  For so long we have 
effectively devolved responsibility to China, as 
the marginal consumer of global commodities 
- over the last five years the Chinese have 
consumed 50% of the world’s iron ore output.  
It is the over-reliance of the single economy, 
propped up by cheap credit.  If the supply side 
doesn’t adjust, we have a problem we never 
saw coming in the way it manifested.

John Redwood then raised the issue of 
Japan.  He said:  People keep saying there 
is no growth in Japan. No. There is very little 
growth in the output of Japan because of 
the falling population.  Compared to the 
US, and taking Japan’s falling population 
into account, it has been performing 
very well, but you do obviously need to 
understand the figures.
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Biola Babawale, Sovereign Analyst at 
Vanguard, commented:  There has been 
a movement regarding China’s demand 
slowing down, and this has had an impact 
on commodities. One of the questions 
for us is ‘is there a new growth model for 
Emerging Markets that is less dependent on 
commodities and more so on intra-emerging 
market demand?’ China is a key concern for 
us, with scares in August and a potential hard 
landing (which for us is less than 4% annual 
growth).  At Vanguard, we do not see China 
going into a hard landing situation, but there 
is potential for policy mistakes.

We could argue that even though China 
is attempting to open its capital account, 
the fact that we had such a significant 
intervention in the capital markets in China 
is what is making the Chinese currency 
take a step back.   We see China as very 
important for the world economy but also, 
it could become a major concern.

WHAT WILL BE THE 
CHALLENGES IN 2016?

Tom Sheridan advised:  Look for the 
markets with lower valuations - Asia, 
Europe.  Be very careful of the currency 
implications, in particular following the 
actions of the FED.

Take the medium to longer-term view. 
We don’t think China is collapsing.  We 
do think the global economy is gradually 

recovering with the overhang of lower capital 
expenditure.  In that environment, which is a 
little bit slower than we would like.  It will be 
alright. There will be bumps along the road 
but stay the course.

Anthony Willis said:  A lot of people 
think ‘New Year, a new sheet of paper’ and 
it’s important that as professional investors, 
each and every day we reassess the 
environment and make sure our portfolios 
are positioned for the market forces that we 
see now, as well as the long-term. 

David Copsey said:  There will be 
increasing headwinds from high valuations 
in risk markets such as equities, but we 
still think there are opportunities and 
some great chances to make returns. 
People haven’t forgotten 2008, but 
there are some great opportunities. A 
tightrope balance between catastrophe 
and positivity is healthy for the economy.   
There will be an increase in volatility, but 
it will present some great opportunities 
so invest on fundamentals.  Do your 
homework and there will still be some 
good returns to be had.

Tom Wicks added: We are in a slow 
growth world. 2016 will be no different, but 
there will be pockets of growth. Companies 
like Facebook, Google, Amazon; these 
companies aren’t going to stop growing at 
10/20/30% just because Europe’s barely 
growing. There are structured tailwinds 

to some of these companies, and if you 
can find a good active manager who can 
handle these stocks well, then there’s a lot 
of money to be made. The key question 
on everybody’s mind is Emerging Markets 
and when to increase exposure there. 
Divergence is something we all need to be 
aware of – divergence between interest 
rates in the US and Europe and the UK, 
and divergence in growth 2016.

John Redwood furthered the 
discussion by adding: It’s a low-return 
world, unfortunately.  We have had the 
best of the gains in the markets recovering 
from the crash of 2008/09. We think that 
bonds are dear, and it’s going to be very 
difficult to make money in bonds. There’s 
probably more to go for in shares.  The 
really big decision that lies ahead for all 
asset managers is commodities, and I am 
certainly not ready to say buy commodities 
yet.  That could be a call we need to take 
over the course of next year or we might 
still be discussing it, this time, next year. 

It’s too early to tell how those markets 
are going to develop but the apparently 
cheaper parts of the world economy are in 
those commodity producing areas and so 
have more pain to suffer before that looks 
like a good bet. 

One asset category that we haven’t 
mentioned yet which we still like is property.  
You have had good gains already, certainly 

Tom Sheridan
CEO 
Seven Investment Management

Ken Raynor
Investment Director 
Rayner Spencer Mills Research Ltd

Tom Wicks
Senior Portfolio Manager 
Vestra Wealth

John Redwood
Global Investment Strategist 
Charles Stanley Pan Asset

Alan McIntosh
Chief Investment Strategist 
Quilter Cheviot
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in the United Kingdom where there is a 
fierce competition now for commercial 
and residential property – we tend to do it 
through real estate investment trusts through 
our portfolios, but also property unit funds 
and so forth. And while you had big returns 
on those so far, there could be reasonable, 
positive returns over the next year again on 
those assets.  People need to remember that 
if we carry on with zero inflation, if you’re 
hoping your investment manager is going 
to give you a 3% real return, then all you’re 
looking for is a 3% return, and that would be 
a reasonable outcome.

Alastair Irvine then commented:  
At Jupiter Merlin, we are very active 
managers and long-term investors. We 
want people to get wealthy slowly. We’re 
not going to bet the farm and dump your 
money and lose half of it the next year. 
We don’t work like that. 

We also don’t subscribe to the idea that 
the world changes just because it’s 1 
January - life just carries on. There are 
tactical considerations that we have to 
make.  Whether it’s next year or into 2017, 
depending on what happens to the supply 
side in commodities, we’re going to have 
to make that asset allocation call into 
commodities and energy, and that also 
leads into emerging markets based on the 
considerations also about the dollar. 
In terms of threats, there is the somewhat 
indecisive nature of what is really happening 

in China; there is still quite a divergent-based 
opinion by those who think China is broadly 
under control, versus those who think that 
China is going to be in for a hard landing, 
in which case we’re all going to have to 
reconsider where we are coming from.

Anthony Willis said: Regarding 2016, 
we are looking for the year where we do 
see some positive returns from equities.  
It looks the most attractive asset class 
versus fixed income that looks expensive, 
and certainly versus risk reward within 
fixed income. 

We are going to have a lot of the same 
things that we’ve had this year. Nothing 
really changes on 1 January, but a lot of 
the themes that we’ve seen this year, such 
as the markets moving on every word 
from Janet Yelland and Mario Draghi, are 
likely to continue.

The other thing we’ve got to think about 
next year is politics.  We’ve had hints of 
this with Greece, and we have the US 
presidential election next year as well as 
the issues surrounding the UK’s potential 
referendum on BREXIT, which will dominate 
the domestic agenda. Markets are going to 
continue to be distracted by political noise 
and noise from the central bankers. 

One subject we haven’t talked about 
is earnings, particularly in the US.  The 
earning cycle looks as though it may 

have peaked and so what is going to be 
the driver for markets to move higher 
next year?  You need to separate the 
economics and the markets.

A positive year but a lot of noise and 
more volatility, he concluded.

Biola Babawale said:  For us at 
Vanguard, our tagline for 2016 is ‘what is 
certain is uncertainty’. We will continue to 
worry about China, US rates, Europe and 
whether it is going to strengthen, more ECB 
policy easing, whether the Bank of England 
is going to raise rates – all of these things 
are very uncertain.  

Our advice will be don’t overreact to 
market news in your investment decisions. 
You have an asset allocation that you have 
chosen to weather through these storms.  
Stick to that asset allocation because 
you’ve made it for the long-term.

Finally, Alan McIntosh concluded: 
Challenge your orthodoxy and question why 
you don’t invest in certain markets as much 
as you validate what you do invest in.  In a 
low-growth world, we will pay a premium 
for flexibility.  The income return is still 
important for many investors particularly 
in a higher yielding market such as the 
UK, and there will be challenges there.  We 
are a resilient species, seeking opportunity 
and will find the best risk-adjusted returns 
wherever we see them. ■

Anthony Willis
Investment Manager 
F&C multi-manager team, 
part of the Bank of Montreal

Alastair Irvine
Product Specialist 
Jupiter Merlin

David Copsey
Executive Director & Portfolio Manager 
Global Portfolio Solutions,
Goldman Sachs

Jason Collins
Head of European Investment Team 
SEI

Biola Babawale
Sovereign Analyst 
Vanguard
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Succession Self Invested

Personal Pension 
take control of your retirement savings with 
investment expertise that matches your goals 

and aspirations, for a rich and rewarding experience.

For more information about the Succession SIPP 
contact your Succession Group Wealth Planner on

01752 762140  

Visit our website:

the value of investments and the income from them, can go down in value as well as up, so you could get back less than you invest. it is therefore 
important that you understand the risks and commitments. this advertisement is for information purposes only and does not constitute advice or a 

personal recommendation. if you are unsure of how suitable an investment is for you, please seek personal advice from our financial planners.
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DO YOU HAVE 
THE CASH TO SPLASH?

Succession Group uses cashflow modelling to take into account 
your assets – including pensions, savings, investments and property 
– less your debts – any mortgages or loans – and also incorporate 
your income and expenditure. The cashflow model will then project 
this forward year by year, using assumed rates of inflation and 
growth, to build a long-term picture of your overall finances. 

Increasingly for Succession Group clients, cashflow is becoming a vitally 
important tool in assessing how much is needed to meet long-term 
savings goals.  And, importantly, cashflow modelling can help you judge 
whether those goals are realistic given your existing commitments. 
Once this picture is clear, it is possible to adjust those goals accordingly.  

Cashflow modelling comes into its own when it is used for scenario 
planning. What would happen if you retired earlier, or later?  
Succession Group’s Financial Planners help clients make financial 
decisions from whether to move house, gift money, buy a new 
kitchen or a sports car, take a different job or consider the impact of 
illness or long term care on their finances. This can be enormously 
reassuring, especially if you want to stress test your situation. 

Cashflow models are living documents and will be regularly adjusted 
over time. They will need to incorporate changes in interest rates, 
and stock or bond market performance, and will change in line with 
your circumstances, including marriage, children, house move and 
inheritance. 

A flexible cashflow plan has become particularly important with 
the changes in pension legislation. Fewer retirees will now take 
an annuity, which can mean that cashflow can be more variable in 
retirement. Investors may need to keep a closer track on how and 
when they derive their income. 

Here we demonstrate how cash flow models can be used for different 
scenarios. They are a vital tool in helping us plan your finances. ■

ONE CLIENT – THREE POSSIBLE OUTCOMES...

Retirement lived to the full. World cruise to celebrate
retirement, three cruises each year throughout life.

Spent too much too soon, need we say more...

Ordinary living expenses only. Client failed to live the life
that could have been lived, inheritance tax to pay.

WhIle It IS OFten eASy tO PlAn yOuR IdeAl RetIReMent, It IS nOt AlWAyS AS eASy 
tO WORk Out WhetheR yOuR GOAlS ARe ReAlIStIc: the GOlF SuBScRIPtIOn? 
nO PROBleM.  A FeW hOlIdAyS? ceRtAInly. But A hOlIdAy hOMe? OR A yAcht? 
cAShFlOW MOdellInG cAn Be An IMPORtAnt tOOl FOR yOu SucceSSIOn GROuP 
WeAlth PlAnneR tO MAP yOuR cuRRent ReSOuRceS tO yOuR lOnG-teRM GOAlS.
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so when are the best and worst times and what 
happens if you miss them? so are we all trying to 
be too clever? and can we really time the market?

So whether showing off or just being very clever, doesn’t there 
always seem to be some clever clogs who says he anticipated 
some news, political or even stock market event. Whether they 
actually did or not is often open to question, or more to the point 
did they actually do anything about it, like tell anyone or did they 
invest or sell something.

Of course there are always those doomongers who will tell that 
the “end is nigh” for investment assets like property or certain 
types of shares, and of course one day and at some stage they 
will be right. I often think back to Tony Dye, the analyst with 
Phillips & drew, who quite rightly identiied the ‘dot-com’ mania 
and boom of the late nineties as an unsustainable bubble of hot 
air. He bravely shouted against the mob as a true contrarian (as 
opposed to those who criticise from the edge and pretend to be 
brave) and sadly lost his job just before his predictions came true 
and the whole “tMt” (technology Media & telecom) ediice and 
fashion fad collapsed into smoldering inancial ashes.

In the investment world, I suspect the most common question 
asked is whether the ‘market’ is going to go up or down. Well 
why wouldn’t you? After all it must just be possible that you 
were talking to the only investment analyst with the astrological 
powers to foretell the future. Of course the reality is far more 
likely that you will end up either with someone who will tell you 
the truth and say “actually I don’t know” or someone who will 
blag to you about his apparent expertise and make it up, just 
to inlate his ego. So this reminds me of some numbers which 
I think reveal the danger, or is it stupidity of trying to guess or 
gamble your way to investment success. I found some data 
covering the quite broad US index, the S&P 500, which as the 
name implies covers 500 companies. With this Index we can 

measure its success over a period and see the impact of what 
happens if you missed some of the key dates. For this, I have 
taken a period from 1st January 1995 through to 31st December 
2014, which is made up of 5,036 trading days in the market.

Now over that period if you had invested a nice round sum 
of $10,000 and left it alone you would have ended up with 
quite a healthy sum at the end of that period of $65,475.13, 
which works out as an annualised return of 9.85%. However, 
during that time if you had been ducking and diving out of 
the market and managed to miss the best 5 days (out of 
5,036 remember) your returns would be some 39% less at 
$43,435.75. Let me take this a little further. Supposing you 
had been out for a while and managed to miss the best 40 
days then what would have happened? Well in fact you would 
have lost money and seen a return of -101.54% leaving you 
with less than you started with at $9,143.46.

So what happens then if I look at some of the worst days? 
Well if I take out the 5 worst days over that period, then your 
annualised return rises to 12.24% and your value increases to 
$100,688. Then to follow the same pattern, let me take out the 
40 worst days and the result is even more staggering. Your 
$10,000 would have now risen to an annualised return 
of 22.19% giving you a huge $550,011.

Of course given that you don’t know when any of those days 
are going to be, the calculations are somewhat academic, but 
you can certainly say that you can’t afford to miss the great 
days. We would all be better off if we just stayed where we 
were and left the money invested.

Well at least you would have made a proit of over $55,475.13 
on top of your original $10,000, without having to suffer all the 
pain and angst of deciding when it was the right time to buy or 
sell. So it’s not trying to time the market that is important, but 
rather time in the market. ■

YOU MISSED IT! 
IT WAS THE BEST OF TIMES
AND THE WORST OF TIMES...

SEVEN
Investment Management

The information and opinions expressed herein are the views of the authors.



The division of pension assets will be of 
greater concern to some couples, notably 
those approaching retirement. In these 
cases, the pension pot will be larger and 
the need for provision more immediate. 
The rise of the ‘silver separators’ was 
highlighted in research by the International 
Longevity Centre, which showed rising 
divorce rates in the over-60s.

Nevertheless, it should not be neglected 
by younger divorcees either. The most 
common age for divorce is the early forties 
when people may have already built up 
a reasonably chunky pension pot. Even at 
this relatively young age, it can be difficult 
to re-build sufficient retirement provision. 
Research from Prudential shows that 
divorced retirees can expect to receive 
significantly less than their still-married 
peers. Both sides need to ensure that they 
have adequate provision for their old age. 

The pension goes into the pot with the 
rest of the couple’s assets to be divided. 
However, equality is not always easy to 
achieve. Lawyers may look for income 
parity rather than a straight split of assets. 
If one side is much younger than the other, 
achieving an income of, say, £10,000, may 
require a far larger pot. 

The most common way to allocate the 
pension is by off-setting. The owner of 
the pension takes the whole lot, and the 
remaining spouse is given assets of equal 
value – such as property or cash.  

Another option is pension splitting: this was 
introduced in 2000 and is a means to split 
the pension fund between the spouses. 
One spouse is allocated a chunk of the 
other’s pension savings, which they can 
either take or place in another scheme or 
leave invested. 

Earmarking is less often used. This is when a 
portion of the pension fund is ‘earmarked’ 
for the other spouse, who becomes 
entitled to it when they retire. 

Pension splitting can be an emotive 
process. Often, one side believes 
that they deserve to reap 
the full rewards from having 
worked and saved all their 
lives. The other side may 
believe that they, in 
turn, have contributed 
significantly to the 
running of a household 
and also deserve a 
comfortable old age. 

Couples will also need to obtain a 
realistic valuation for a pension. This is not 
always straightforward. Equally, the value 
of pension assets will vary with market 
conditions. An independent report into a 
pensions’ valuation costs money, but can be 
a means to reassure both sides that they 
are not being cheated. This pension sharing 
report is also required by lawyers on both 
sides to determine the correct split. ■

IT’S JANUARY: 
TIME TO CALL THE LAWYERS
CHRISTMAS ALWAYS ExERTS A STRAIN ON RELATIONSHIPS. PROVOKED BY EVERYTHING 
FROM THE ENFORCED JOLLITY TO THE PRESENCE OF TESTING RELATIVES, JANUARY 
REMAINS THE BUSIEST MONTH FOR DIVORCE LAWYERS. WHILE MOST PEOPLE’S FIRST 
THOUGHT IS HOW TO SPLIT THE FAMILY HOME, THOSE NEWLY DIVORCING SHOULD 
NOT NEGLECT THEIR RETIREMENT PROVISION AS ASSETS ARE DIVIDED.

www.successiongroup.co.uk  11
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GAME CHANGER

The information and opinions expressed herein are the views of the authors.

6th april 2015 saw fund fundamental changes to the pension landscape.  in 
this article, bmo provide a reminder of the changes and explore some of the 
key things that you now need to consider. 

  IN SUMMARY 

  Now: 

	 •	You	can	access	your	deined	contribution	pension	
beneits	from	the	age	of	55.	

	 •	Any	remaining	funds	on	your	death	can	be	paid	
  tax free on death before the age of 75. 

	 •	You	will	have	the	right	to	free	guidance	on	your	
  pension choices. 

  But 
	 •	Advice	on	the	course	of	action	that	is	right	for	
  you will be even more necessary.

FLEXIBLE ACCESS TO YOUR PENSION
 
The reforms apply to anyone aged 55 (or over) looking to access 
their deined contribution pensions.  Of course, it is still possible to 
buy an annuity and now there is more lexibility in the way in which 
income from annuities can be paid. You can also continue to take up 
to a quarter of the value of your pension savings in cash tax-free. In 
addition, we now all have the option to take some or all of the rest 
of our pension savings in cash subject to income tax at our marginal 
rate(s).  And, it is now possible to drawdown pension savings either as 
a single lump sum or as a series of lump sums at times to suit. 

CHANGES TO THE TAXATION 
OF DEATH BENEFITS 

Under the new rules, someone dying below the age of 75 will be able 
to pass their pension or its lump sum value on to anyone completely 
tax-free. For someone who has already reached 75, the position is not 
so straightforward. If their pension is passed on to their beneiciaries 
as a lump sum it will be liable to a 45% tax charge. Ultimately, the 
Government want this type of lump-sum payment to be subject 
to tax at the beneiciary’s marginal rate rather than a 45% lat rate. 
they hope to introduce this change by April 2016. If a beneiciary 
wants to take the deceased’s pensions as an income, not a lump sum, 
and the death was after age 75, the income paid will be taxed at the 
beneiciary’s marginal income tax rate. these tax changes will also 
apply to a type of annuity known as a Value Protected Annuity. 

THE INVESTMENT DILEMMA

The investment strategy that you adopt in the years far ahead of and 
approaching the point at which you expect to start drawing from your 
savings should be heavily inluenced by the amount and form of beneits 
that you intend to take. If it is unlikely that you will buy an annuity initially 
then your approach should relect this. In many cases, this is likely to 
mean greater exposure to investment markets on an ongoing basis – a 
situation relecting the extended investment horizon.  Of course, as well 
as seeking options capable of generating growth over the long-term, 
you are likely to have to consider options with scope for generating an 
income to meet immediate living expenditure.  It all depends on what 
your needs are when you start drawing down on your pension pot and 
how you think your needs might change in the future.  

Together with your Succession Group Wealth Planner, you can then 
plan a portfolio and investments to relect those needs and commit 
to a clear and regular review so that changed circumstances and 
needs can be relected. 

APPROPRIATE STRATEGIES 

there is no simple or unique formula for most eficiently drawing 
down money from your savings. And it’s perfectly possible to, in effect, 
segment your overall savings into separate pots for different needs 
and then invest accordingly. It may be prudent for example, to have 
products designated for long-term growth, income generation or 
simply as cash for immediate needs. Here it would make sense to take 
into account all your investments and throughout the process due 
consideration should be given to your individual risk proile relecting 
factors like your ‘capacity for loss’.

THINKING IN STAGES 

unfortunately, there is no one-size-its-all solution to investing deined 
contribution pensions savings during the transition into retirement and 
beyond. Needs change and there is a lot to be said for looking at this 
period in three stages. In the irst stage, it’s likely that more lexibility 
over drawing of income may be needed. In the second stage, income 
levels are likely to be more stable. And in the third stage income 
levels may need to increase to cover, for example, care fees. Adopting 
an investment approach that relects these changing needs with 
appropriate levels of security would seem to make sense. ■

This article is based on our understanding of legal and tax regulations and practice at the 
time of writing. It has been produced for information only and should not be construed as 
investment advice. No action must be taken or refrained from being taken based on this 
article alone. It is essential that you take inancial advice in relation to any of the areas 
covered in this article.
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The past year has seen a number of 
‘robo-advice’ propositions emerge and 
the concept is already popular in the US. 
However, the term itself is something 
of a misnomer. Real financial ‘advice’ as 
defined by the regulator, will always require 
a human element. Robots – or more 
specifically, online algorithms – may be able 
to provide ‘guidance’, but they are unlikely 
to be able to provide true advice. 

It is possible for a computer algorithm to 
capture various pieces of data about an 
individual’s financial situation and appetite 
for risk. In doing this, it can provide a 
recommended ‘risk profile’, which in turn 
can be matched to a series of investment 
portfolios. This will contain a balance 
of equities and bonds, according to an 
investor’s needs. 

However, this approach has its limitations. 
Succession Group’s own experience is 
that people do not fit into neat investment 

boxes. Equally, people can misread their 
risk tolerance. We find people are prone 
to taking too little risk, keeping large parts 
of their portfolio in cash, which may make 
them feel safe in the short-term, but will 
leave their long-term savings vulnerable to 
the ravages of inflation. 

We believe that people often benefit 
from a careful and nuanced explanation 
of the risks they are taking and the 
types of scenario they may face. For 
example, before embarking on a savings 
plan, it is important to appraise current 
cash flow, and how much might be 
needed in retirement. This cannot be 
done easily by computer.  

It is also difficult for a computer to appraise 
your current circumstances; while they may 
be able to note down your salary, they will 
not be able to recognise that you fear for 
your job because you have a new boss. 
These subtleties are vital for the way you 

plan your finances and need a human eye 
to recognise them. 

We also believe that our clients benefit 
from someone keeping them honest, 
ensuring that they keep up with their 
savings. Equally, it is always worth knowing 
there is someone on the end of a phone 
for reassurance when markets fail, as they 
occasionally will. 

In the end, robo-advice may not be 
cheaper and the loss of investment 
flexibility can be important. That said, 
we also recognise that investment 
advice needs to progress, to harness 
new technologies and engage with new 
generations of investors in ways that appeal 
to them. We recognise that technology, 
particularly platforms, have a place in the 
delivery of financial advice. However, we 
would still argue strongly for the necessity 
of a real person to help people make the 
right financial decisions for their future. ■

IS It POSSIBle thAt One dAy yOuR FInAncIAl AdVISeR WIll Be RePlAced By A ROBOt? 
the teRM ‘ROBO-AdVIce’ IS GAInInG cuRRency, And ItS AdVOcAteS SuGGeSt It IS A 
MORe eFFIcIent And cOSt-eFFectIVe WAy tO delIVeR FInAncIAl AdVIce. cOuld thIS 
Be the cASe? SucceSSIOn GROuP BelIeVeS StROnGly thAt, ultIMAtely, huMAnS StIll 
hAVe A VAluABle ROle tO PlAy In the delIVeRy OF AdVIce.

THE RISE OF THE ROBO-ADVISERS
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Pay the maximum amount you can afford into 
your ISA

UK residents over the age of 18 can invest up to £15,240 each 
year or £30,480 for a married couple or civil partnership. Not an 
insigniicant sum being sheltered from Income tax and capital Gains 
Tax (CGT). Remember also that parents can fund a Junior ISA or 
Child Trust Fund with up to £4,080 per child – for a family of four this 
means that a total of £38,640 can be invested tax eficiently before 
the 6th April 2016.

Enterprise Investment Schemes (EIS)

Investments made into qualifying companies may qualify for income 
tax relief which for 2015/16 is 30% on a maximum annual investment 
up to £1m for “qualifying” individuals. Spouses and civil partners each 
have their own £1 million entitlement. Additionally, any gain made 
on qualifying EIS shares are exempt from CGT on the basis that 
they have been held for a minimum period of three years. A note of 
caution however. EIS are higher risk than many investment choices 
and professional advice is absolutely essential before you invest. You 
may also want to consider Venture capital trusts as part of your tax 
planning but again advice is critical and don’t let the tax tail wag the 
investment dog!

Income Tax

For individuals with higher incomes, for example between £100,000 
and £121,200 be aware that the personal allowance is reduced by 
£1 for every £2 of net income over £100,000 creating an effective 
tax rate of 60%! Making pension or charitable contributions can 
help reduce taxable income and therefore restore some or all of 
the personal allowance. More generally, strategies around changing 
taxable income into a non-taxable or tax deferred form by the use 
of ISAs and Investment Bonds, giving higher yielding assets to a lower 
taxpaying spouse or civil partner and deferring or reducing income 
where appropriate all have a part to play.

Dividend Income

For those individuals in receipt of dividend income, be aware that 
its tax treatment from the 6th April 2016 is changing with the 

introduction of the £5,000 dividend “allowance”. Inevitably, when 
there is a change of this magnitude there will be winners and losers 
and advice is essential to calculate the outcome from this reworking 
of the tax rules. For example, if you are receiving a signiicant 
amount of dividend income from your own family business, it 
might be prudent to bring forward any dividend payment into the 
2015/16 tax year. But it may not. Each case needs to be considered 
on its own merits. Similarly, if you have an investment portfolio 
producing taxable dividends then speak with your Succession 
Group Wealth Planner as to how you can mitigate any possible 
adverse tax consequences resulting from this change.

Capital Gains Tax

For individuals holding investments outside tax eficient wrappers 
“snipping” any gains within the available CGT Annual Exemption of 
£11,100 (£22,200 per couple) and thereby generating a “tax-free 
income” is worth considering. Rolling gains within your CGT annual 
exemption into an ISA, so called “Bed and ISA” can make tax sense. 
The CGT annual exemption is available to individuals, including minor 
children, but any unused exemption cannot be carried forward.

It is also worth remembering that CGT rates (18% if you are a basic 
rate taxpayer and 28% if you pay tax at the higher rate) remain 
considerably lower than headline income tax rates (20%/40%/45%).

General Planning

Pension contributions remain tax year sensitive and the annual 
allowance for individuals (and employers) is set at £40,000. It is also 
possible, in certain circumstances, to “carry forward” any unused annual 
allowance from the three previous tax years. However, from 6th April 
2016 “high earners” with taxable or adjusted net income in excess of 
£150,000 will ind their annual allowance tapered away to potentially 
£10,000. Speak to your Succession Group Wealth Planner if you feel 
you may be affected as the rules are complex. Lastly, if you are looking 
to reduce your estate to below the Inheritance Tax threshold then 
consider gifting assets now and use the statutory allowances provided. 
It always makes sense to use the tax year-end for general housekeeping 
by reviewing wills and expression of wish forms for any death-in-
service payments, making sure that these important documents 
accurately relect your intentions in the event of death. ■

“PLANS ARE OF LITTLE IMPORTANCE 
  BUT PLANNING IS ESSENTIAL”
     by david lane 
      Business Development Technical Director, Vestra Wealth llP

effective year-end tax planning does not just happen, it takes thought 
and expert advice. to give you some food for thought, here are some ideas 
where you can engage with your succession group wealth planner to 
take advantage of some of the opportunities available.

This document is for information and illustrative purposes only and is for use of the recipient. . This document is considered to be a general market 
or informational commentary and does not constitute any type of investment or other professional advice, it is not a personal recommendation 
and does not take into account the particular investment objectives, inancial situations or needs (including tax) of individual clients. this document 
is not intended and should not be construed as an offer, solicitation or recommendation to buy or sell any speciic investments or participate in any 
investment (or other) strategy. You are recommended to seek advice concerning suitability of any investment from your adviser. Investors should 
be aware that past performance is not an indication of future performance and the value of investments and the income derived from them may 
luctuate and you may not receive back the amount you originally invested.
the information and opinions expressed herein are the views of Vestra Wealth llP and are based on current public information we believe to be 
reliable but we do not represent that they are accurate or complete and should not be relied upon as such. Any information herein is given in good 
faith, but is subject to change without notice.

(Winston Churchill)

The information and opinions expressed herein are the views of the authors.



As life evolves, so do your goals for tomorrow 

and your inancial requirements to meet them.  
With constantly changing markets and so many 
investments to choose from, it’s important to 
plan how you’re getting there. At Jupiter, we 
are committed to active management, seeking 
to deliver market-beating returns over the long 
term. We give our fund managers the freedom 
to ind opportunities that they believe could offer 
superior returns, and encourage them to invest 

with conviction. We emphasise accountability 
and give them the responsibility to deliver.  To see 
how Jupiter’s active investments could make your 
money work harder for tomorrow’s goals, please 
talk to your Succession Group Wealth Planner.

Past performance is no guide to the future.  Market 
and exchange rate movements can cause the 
value of an investment to fall as well as rise, and 

you may get back less than originally invested.



this magazine has been written for information purposes only and does not constitute advice or a personal recommendation. it does not take into account the 
particular	investment	objectives,	inancial	situations	or	needs	of	individuals.	The	information	and	opinions	expressed	in	the	articles	are	those	of	the	relevant	authors	
and based on information which they believe to be reliable. they do not represent that they are accurate or complete and they should not be relied on as such. any 
information is given in good faith but is subject to change without notice. no liability whatsoever is accepted by succession group ltd.
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