
A ‘BUDGET FOR THE 
NEXT GENERATION’? 
We look at this year’s Budget and highlight the most important points for you.

The Chancellor gave a boost to savers and investors in this year’s Budget, but 
continued to snub property investors. He also announced sweeteners for small 
businesses, paid for by higher taxes on multi-national corporations and the closing 
of tax avoidance loopholes. 

CAPITAL GAINS TAX
The surprise measure of the Budget was a reduction in the rates of capital gains tax (CGT) from 28% to 20% for higher rate tax payers and 18% to 
10% for basic rate tax payers, but – importantly – these reductions do not apply for gains on residential property. This represents another blow for 
second home-owners and buy-to-let investors, already hit by a rise in stamp duty land tax from April 2016.

Action point: Low CGT rates may not last, so it is worth reviewing any investments held outside an ISA or pension that are sitting on 
substantial gains, potentially realising those gains while rates are low. If you want to remain invested, it may be possible to ‘bed and ISA’ or 
‘bed and Sipp’ those investments.

FURTHER BOOST FOR ISAs
The Chancellor continued to show his support for the ISA structure. The ISA allowance will rise from £15,240 in the 2016/17 tax year to £20,000 in 
2017/18 for all investors. However, the Junior ISA allowance is to remain at £4,080 in the 2016/17 tax year. 

A surprise move saw the Chancellor announce that those aged between 18 and 40 will be able to open a new ‘Lifetime ISA’, where they can shelter up 
to £4,000 a year as part of their overall £20,000 allowance. They will receive a 25% boost on their annual contribution from the Treasury up to the age 
of 50. The proceeds from the Lifetime ISA can be put towards a first home (value up to £450,000) or set aside for retirement from age 60. If retirement, 
investors can get their money back pre-60 but they lose the government contribution and associated returns and pay a 5% surcharge.

Action point: The addition of the new Lifetime ISA and boost in the maximum annual ISA allowance may suggest that the Chancellor is 
gearing up for major reforms on pensions in the future, perhaps after the EU referendum; in the meantime higher rate tax payers should 
maximise contributions where possible, remaining mindful of the decrease in the Lifetime Allowance (from £1.25m to £1m) and the reduction 
in the Annual Allowance for individuals with ‘adjusted’ income of over £150,000pa. On a more positive note, it means the average family 
under the age of 40 can now shelter over £48,000 from tax in ISAs alone (2 x Standard ISAs and 2 x Junior ISAs).

PERSONAL TAXATION
The Chancellor raised the threshold for higher rate tax from £42,385 to £45,000, taking a small but significant minority out of that bracket. The start of 
the 2016/17 tax year also brings in new rules on dividends, including a £5,000 tax free allowance for everyone.

Action point: It may be worth reviewing how investment income is distributed within a family to make sure both the new higher rate limit and 
dividend exemption are used efficiently – higher payments to non-earning spouses, for example, or children. 

CLIENT NEWSLETTER



Drake Building 
15 Davy Road 
Plymouth Science Park 
Derriford 
Plymouth 
Devon PL6 8BY 
 
Tel: 01752 762140

Tribune Court 
2 Roman Road 
Bearsden 
Glasgow, 
Scotland 
G61 2SW 
 
Tel: 0141 942 6060

www.success iongroup.co.uk      -       info@success iongroup.co.uk

Connery House 
Repton Place 
White Lion Road 
Amersham 
Buckinghamshire 
HP7 9LP 
 
Tel: 01494 358 000

OWNER MANAGED BUSINESSES/SELF EMPLOYED
Corporation tax is falling – from 20% in this tax year to 17% from 2020. Class 2 National insurance contributions will be  abolished for self employed 
individuals from April 2018; the Chancellor said changes to Class 4 were under review as a means to ensure that the self-employed remain entitled to 
state pension and other contributory benefits. 

Stamp duty land tax is being changed to a ‘slice’ system for commercial property (as exists for residential property). For property under £150,000 no 
tax will be payable, 2% will be charged between £150,001 and £250,000; and 5% above £250,000. This will include commercial property held in Self 
Invested Personal Pensions (SIPPs) and Small Self Administered Pensions (SSAS). 

Action point: With corporate tax rates falling between now and 2020, employers should consider the merits of making pension contributions 
now, where possible to take advantage of higher tax relief currently available. Equally, where there are plans to put commercial property into 
a pension scheme, this should be reviewed to ensure efficiency in light of the changes to stamp duty land tax.  

INHERITANCE TAX (IHT)
Although the Chancellor made no new changes to inheritance tax in this Budget, it is worth a reminder of the changes coming up. The new main 
residence nil rate band will start to be introduced from 2017, while pensions have attracted increasingly favourable tax treatment since the last budget.

Action point: Although the extension of the ISA rules is welcome, unlike pensions ISAs form part of your estate on death and are therefore 
potentially liable to IHT. Again, it is worth reviewing your IHT position to ensure that you have structured your estate in the most tax efficient 
manner.

SOME EXTRAS
- INSURANCE PREMIUM TAX ROSE 0.5% TO PAY FOR FLOOD DEFENCES

-  HELP TO SAVE – UP TO 50P FOR EVERY £1 SAVED FOR THOSE ON LOW INCOMES/UNIVERSAL CREDIT

- £1,000 TAX FREE ALLOWANCE FOR THOSE SELLING GOODS AND SERVICES ONLINE

UNTOUCHED
It may be as interesting to note those areas the Chancellor left alone. Specifically, there were no changes to salary sacrifice, the tax free lump sum, 
VCTs/EISs and no further hit to buy to let. That doesn’t mean they will remain untouched permanently and investors should take advantage of these 
benefits where possible. 
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