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Whatever your politics, the recent referendum results were significant 
in that more people voting for Brexit than anything else in the history of 
British democracy according to the Times.

In the immediate aftermath of the vote, with fears of a constitutional 
collapse, the stockmarket reacted exactly as expected – resetting and 
resettling against the backdrop of new risks and opportunities.

Long term investment planning
For those investing in order to achieve future goals, taking a longer term reasoned view on the 
implications of the Brexit vote is much more important. Read our special report on page 5.

Earlier this month, the Bank of England announced new measures designed to boost the UK 
economy and mitigate the uncertainty caused by the vote. Market volatility is the nemesis of the 
long term investor, potentially triggering an emotional response to exit when the markets fall, 
and reinvest when they recover. Read more about the risk of market timing from SEI on page 15. 

Greater certainty around investment returns
In this era of low interest rates, poor annuity rates and longer retirements, clients are increasingly 
seeking greater certainty around investment performance and exposure to risk.  Succession 
Group has launched its DFM solution, expanding the range of investment options available to 
you. Uniquely, the service defines the risk profiles to suit your requirements and manages the 
investment to a strict set of criteria covering performance, volatility and maximum loss.

Effective tax planning
Protecting your wealth after your death is just as much a priority for your Succession Wealth 
Planner as helping you live the life you desire without the fear of running out of money.  Now 
your Succession Wealth Planner can help with the paperwork to ensure the protection and 
direction of your wealth will be properly documented. Just this month, newspapers have 
reported how family trusts have helped the heirs of one of Britain’s richest men avoid multi 
£billion death duties.

If you wish to discuss how any of the issues detailed in this magazine affects your financial plan, 
please contact your Succession Wealth Planner or call us on 01752 762140.

Simon Chamberlain
Group Chief Executive
Succession Group

WELCOME TO

SUCCESS
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At Goldman Sachs Asset Management, we 
understand that investors have different goals 
when it comes to investing their money, while 
also needing to remain nimble in order to 
capitalise on opportunities and build wealth.

Whether investors are looking to preserve, 
enhance or create wealth; we believe our Multi-
Asset Wealthbuilder Portfolios can help achieve 
these goals1. 

A single investment in one of the funds allows 
investors to access a broad team of investment 
professionals, focussed on delivering these 
goals. From the 60 person dedicated Multi-
Asset team looking at the overall asset 
allocation decisions, to the 2,000 investment 
professionals, based in 34 locations around the 
world2, which support the team with local 
market expertise and selecting securities, once 
you defi ne your goals, we’ll do the rest.

Building Wealth: Defi ne your goals, we’ll do the rest

For more information, please contact your Succession Wealth Planner.
1

 There is no guarantee that these objectives will be met. 
2

 Data as December 31, 2015.
The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. In the United Kingdom, this material is a financial promotion and has 
been approved by Goldman Sachs Asset Management International, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority. Confidentiality No part 
of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any person that is not an employee, 
officer, director, or authorised agent of the recipient.  ©2016 Goldman Sachs.  All rights reserved. 137149.GPS.OTU  
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The EU Referendum created a moment of 
extraordinary political upheaval resulting in 
a new Prime Minister, an initial currency dip 
and unnerved global markets. 

Investors globally were wrong-footed by 
events as, once again, exit polls called it wrong.

The most immediate threat following the 
leave vote is that the uncertainty during the 
build-up and immediately after the vote is 
extended over the period of negotiation to 
leave the EU, and what effect this will have 
on the UK and global economy. This creates 
short-term volatility, as has been seen 
already in banking, house building shares and 
the flight to safer assets. 

In the medium and long-term we may also 
see a lack of investment by UK and, more 
importantly, global companies, which has 
a deeper economic effect. There will be 
continued debate as to what will happen 
to the currency and interest rates and 
what effect this will have in the short and 
long-term.

For many investors, Friday morning, post-
referendum, was about short-term noise, 
market reaction and sentiment.  For those 
investing in order to achieve future goals, 
taking a longer-term reasoned view on 
the implications of the Brexit vote is much 
more important. 

For you as clients, Succession has always 
looked to outline a longer-term perspective 
on both investment markets and the global 
economy.  Your Succession Plan looks to 
develop a longer-term strategy that goes 
beyond short-term events, building on 
conservative assumptions.  There will clearly 
be a period of uncertainty going forward 
but how long this lasts will depend on the 

speed at which the UK can re-shape its 
trading arrangements with not only Europe, 
but the rest of the world.

One of the most important effects, which 
was anticipated if the leave campaign won, 
was on the UK currency. The fall in Sterling of 
over 11% at its worst (in a day) is the most 
dramatic since the currency was allowed to 
float.  In fact the previous record was just 
over 4% on Black Wednesday in 1992 when 
the UK left the ERM mechanism.  It will only 
become clear over the next few weeks and 
months whether such a dramatic decline will 
have any effect on either banks or corporates.

Within the stock market, bank stocks and 
some other financials showed declines of 
around 20%, as did domestically exposed 
UK names such as house builders.  The 
more international FTSE 100 Index where 
a greater proportion of earnings are 
generated overseas fared better than the 
domestically-orientated Mid 250 Index.  

Banks globally were hit, not just in the UK, 
with the Euro Stoxx Bank Index falling by 
around 17%. Across the world, banks need 
higher interest rates to normalise returns 
on equity and increase profitability from 
depressed levels, but the prospect of this 
has moved further away.  The US stock 
market also suffered a significant decline of 
over 3.5% in local currency terms, both due 
to uncertainty and the negative effect of a 
stronger US currency.  Havens, in times of 
uncertainty, such as gold and the Japanese 
Yen increased in value.  

This vote pitched both the UK and the 
world into a period of both political and 
economic uncertainty. The general outlook 
is more difficult to translate at an individual 
client level, given the fact that each situation 

will be different, but we can surmise that all 
investment solutions will experience periods 
of volatility now and in the months ahead as 
the issues are explored and debated. 

It is sensible to see this as an opportunity 
to review Your Succession Plan with your 
Succession Wealth Planner. It should also be 
emphasised that the need to keep a longer- 
term perspective on any investment decision 
is paramount soon after an event of this 
type rather than having a knee-jerk reaction.  

Despite Brexit, we feel that a slower global 
growth environment was already in place 
and that this will only be exacerbated by 
the referendum result in the UK, meaning 
you need to take time to review this in the 
context of Your Succession Plan. 

More specifically, all portfolios with 
investments in Sterling will have seen a bigger 
effect than those in foreign currencies such 
as the Dollar for example and any holdings 
hedged back to Sterling will also have 
been further affected. Your investments are 
diversified by asset class and currency to take 
account of unexpected market events such 
as this and hold fixed interest and alternative 
assets to protect against extremes. It is clearly 
too early to make any concrete predictions as 
there are so many elements to resolve in the 
lengthy exit process.
 
Whilst events of this type always appear to 
be spectacularly dramatic at the time; their 
overall effects are smoothed out in the long 
run. So while the process unfolds, we believe 
you should maintain your focus on the longer- 
term before making any snap decisions based 
on the referendum result. You may however 
wish to review Your Succession Plan with 
your Succession Wealth Planner to ensure 
your plan is on track. 

BRITAIN HAS SWEPT AWAY 50 YEARS OF FOREIGN POLICY BY VOTING TO LEAVE THE EU.  SIMON TAYLOR, CHAIR 
OF THE SUCCESSION INVESTMENT COMMITTEE CONSIDERS THE ECONOMIC RAMIFICATIONS FOR INVESTORS.

BREXIT: 50 YEARS 
OF FOREIGN POLICY 
SWEPT AWAY
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If you want to invest your money in 
something safe for the longer-term, these 
bond rates too have been flattened by the 
extraordinary monetary policies adopted. 
A large proportion of the world’s rich 
country Government bonds now offers the 
saver a negative yield - you effectively pay 
them for the privilege of owning the bond. 
The Japanese and European Central banks 
have fixed short term interest rates at a 
negative figure. It drives many savers to accept 
a bit more risk and to hold more in shares. 

That’s why we think it’s a good idea to 
worry about the costs of investing. In a low 
return era, keeping down the investment 
costs helps. It means you get to retain more 
of the low returns on offer. The Charles 
Stanley Pan model of investing mainly uses 
index tracking exchange traded funds to 
keep down the costs of management and 
to eliminate the extra costs and risks of 
individual share picking. In these market 
conditions many investors will decide they 
need to accept a bit more volatility in value 
of the portfolio to get a better return. 

Shares offer a higher running income on 
average than advanced country bonds or 

deposits. If you have saved money you 
do not need for the bills in the next few 
years and can afford to live with the fact 
that the value of shares can go down for 
periods as well as up, investing in shares 
should bring you a bit more reward in 
the longer-term.

In these conditions, there are also 
opportunities in different share markets. 
Last year Japan did well. This year, so far, 
emerging markets have returned to form. 
Although yields are low by historical 
standards and shares quite expensive 
compared to the past, there are phases 
of optimism and enthusiasm for particular 
share markets. As the return on cash is so 
low and the income on good quality bonds 
so poor, we have to expect shares to look 
dearer as well. 

Should we worry about these strange 
valuations? It is a good idea to query 
why shares are dearer than for much of 
the past, and to understand that bonds 
are a lot dearer than during most of the 
last 50 years. All the time inflation stays 
around zero, savers at least can enjoy the 
fact that what they earn on their savings 

is a real return. It makes a big difference 
not needing to make 4-5% just to keep 
up with price rises. It is also the case that 
all the time two of the world’s largest 
central Banks are creating extra money 
and buying bonds to keep rates down, 
bonds are likely to remain dear. The UK 
is clearly in no hurry to put rates up, and 
the USA has slowed its path to more 
normal interest rates after the adverse 
reactions to the first small step along that 
road. 

Our mantra at Charles-Stanley Pan has 
been lower for longer for many months.    
It looks as if low rates, money creation 
and official bond buying are with us for 
longer. With that comes low income 
returns across most savings. Keeping 
costs down and keeping investment 
fairly simple can help the saver in such 
conditions.  

THESE ARE NOT GREAT TIMES FOR SAVERS.  ADVANCED COUNTRY GOVERNMENTS HAVE SETTLED FOR 
ULTRA LOW INTEREST RATES, LIMITING RETURNS IF YOU WANT TO KEEP YOUR SAVINGS ON DEPOSIT.

By John Redwood
Charles Stanley Pan Asset

WHAT 
SHOULD 
A SAVER DO?
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A new Discretionary Fund Management (DFM) solution, 
managed to strict growth and volatility targets, and designed 
to deliver a greater certainty of return, has been launched to 
Succession Group clients, as part of our comprehensive wealth 
planning process.

It expands the range of investment options already available to 
you, with 12 new model portfolios, managed by some of the 
UK’s leading fund managers.

Each portfolio has been designed to cater for different 
investment aspirations and tolerances to risk to help deliver 
a successful investment experience for all Succession Group 
clients. Ongoing oversight to monitor the performance of the 
Succession Model Portfolios is carried out by a specialist Model 
Portfolio Review Committee, which closely observes and 
actively monitors our chosen fund managers – and will change 
them if necessary - to help ensure your investment remains on 
target over the longer term.

Delivering peace of mind
Our focus is to deliver financial clarity, certainty, and the peace 
of mind that you can live the life you desire without the fear of 
running out of money.

By understanding what you want to achieve, how much risk 
you are comfortable with, your relationships, your lifestyle and 
all the other personal factors that make each of us different, 
we build an investment strategy that is individual to you.  The 
new Discretionary Fund Management service means your 
investments can be managed more closely, in accordance with 
a strict set of criteria covering performance, volatility and 
maximum loss.

Achieving your goals
Your Succession Wealth Planner already has the flexibility to 
source investment solutions from the whole market.  Now, your 
Planner is able to match more closely your attitude to risk and 
meet your complex needs for growth or income.

The day-to-day management of investments in the new model 
portfolios will be carried out by some of the industry’s most 
highly regarded and successful fund managers from established 
investment houses, 7IM and LGT Vestra. They provide both 
knowledge and proven ability, complementing each others’ style, 
to enrich the diversity of your investment with models from 
defensive to adventurous.

The control and ownership of the services and solutions that 
are essential to achieving your financial goals is an important 
advantage. Further information is available from your Succession 
Wealth Planner.

NEW
DISCRETIONARY
FUND MANAGEMENT 
SERVICE MEETS 
CLIENTS’ INVESTMENT NEEDS
IN THIS ERA OF LOW INTEREST RATES, POOR ANNUITY RATES AND LONGER RETIREMENTS, CLIENTS ARE 
INCREASINGLY SEEKING GREATER CERTAINTY ABOUT THEIR INVESTMENTS.  SUCCESSION GROUP NOW OFFERS 
A SOLUTION TAILORED FOR YOUR NEEDS.

Succession Investment 
Committee believes that the 
launch of this exciting range 
of investment solutions is a 
welcome addition to what 

was already one of the widest 
selection of investment 

options available.

WHAT 
SHOULD 
A SAVER DO?
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One of the first discussions your Succession Wealth Planner will 
have had with you is to assess your views on risk. For many advice 
processes, this discussion is heavily based on investment risk that 
is a risk versus return discussion in which the adviser looks to 
understand what tolerance you have for the amount by which 
your portfolio value will vary over time. However, while such an 
approach does make you focus on that specific issue, there is a 
danger that concentrating in the main on one type of risk could 
cost you dearly in the long run. Not taking enough investment 
risk can mean that you may not achieve your financial goals. This is 
known as goal risk. 

Investors actually face a number of risks when investing:

Instead of starting our conversations with investment risk, 
Succession and 7IM together subscribe to a goal-focused process. 
The most important part of your financial plan is what you want to 
achieve and when. The advice process you then go through looks 
something like this:

This determines the investment return you need to achieve your 
end goals, which in turn determines how much investment risk 
you actually need to take. By turning the conversation around, 
the investment solution selected will better match your needs 
both now and in the future OR you may decide that you need to 
moderate your end goals…in light of the discussions about your 
tolerance for risk.

While there may have to be trade-off between what level of 
investment risk you are comfortable with versus what level you 

Seven Investment Management LLP is authorised and regulated by the Financial Conduct Authority. 
Member of the London Stock Exchange. Registered office: 55 Bishopsgate, London EC2N 3AS. Registered in England and Wales No. OC378740.

INCREASING THE CERTAINTY OF 
ACHIEVING YOUR LONG TERM GOALS
By Robert Hardy
Seven Investment Management

IN THE LAST EDITION OF SUCCESS MAGAZINE, SUCCESSION GROUP HIGHLIGHTED HOW THEIR CASHFLOW 
MODELLING WAS AN IMPORTANT TOOL TO HELP YOU MAP WHAT MONEY YOU RECEIVE LESS WHAT MONEY 
YOU PAY OUT,  TO BUILD A LONG-TERM PICTURE OF YOUR OVERALL FINANCES. THE MODELLING ALSO ASSESSES 
WHETHER YOUR ASPIRATIONS ARE REALISTIC BASED ON YOUR CURRENT FINANCIAL SITUATION. SINCE 2009, 
SEVEN INVESTMENT MANAGEMENT (7IM) HAS WORKED WITH THE SUCCESSION GROUP TO COMPLEMENT THAT 
CASHFLOW MODELLING WITH OUR PARTICULAR APPROACH TO MANAGING MONEY - TO AN EXPECTED RETURN.

need to adopt to achieve those future goals, at least you can make 
an informed choice.

We are absolutely not advocating that everyone should take the 
maximum amount of investment risk. We are saying you should 
take the minimum amount of risk needed to reasonably hope to 
reach your goals and that this may be more than you initially feel 
comfortable with. Having these conversations will mean that you 
understand what else you will need to do in order to achieve 
your goals if changing your investment risk is not something you’re 
prepared to do.

So when Seven Investment Management talk about managing 
money to an expected return, what does that mean? The graph 
below aims to explain what it is and how we do it.

Using the 7IM Balanced Portfolio as an example, the graph shows 
that there is a 90% chance that the actual return will lie between 
the yellow and red lines over the different investment periods.

Cumulating this up over time, the variation in expected returns 
narrows the longer you are invested. So, on this chart, we are not 
showing the expected return and its range over each year, but over 
the multiple years you stay invested.

Makes sense?

www.successiongroup.co.uk08
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The temper of the country must be 
increasingly distrustful as inheritance 
tax (IHT) receipts have reached record 
levels with over £4 billion raised in tax 
in 2014/15i. On the basis that IHT can 
be a "voluntary tax" it is so impor tant 
to put in place the right planning, and 
for that to work you need time and you 
must take the right advice. IHT is not a 
simple tax to mitigate and it is easy to 
make costly mistakes.  

What triggers a charge to 
inheritance tax? 
The first step in any IHT plan is to sensibly 
calculate the value of your estate which 
includes your cash and investments, 
property all the way through to furniture, 
artwork, car etc. If your estate on death 
plus any gifts made in the previous seven 
years is worth more than the nil rate band 
of £325,000 then there will be a charge to 
IHT. Remember that the £325,000 nil rate 
band applies to individuals. Married couples 
and individuals in a civil partnership have a 
nil rate band of up to £650,000. 

Additionally, from 6th April 2017 the 
government will be introducing the 
"residential" nil rate band which will be 
initially worth £100,000 per individual 
which can set against the value of the family 
home where (and if) this is left to a "direct 
descendant". The rules are particularly 
complex and professional advice is essential. 

Once you have established your net worth 
for IHT purposes what planning can you take? 

Your will 
If you do not have a will then seriously 
consider making one. Having a will in 
place means that your estate side-steps 
the intestacy rules which are complex 
and come into force where there is no 
will. Where intestacy prevails legislation 
lays down how your estate should be 
distributed. This is unlikely to be how you 
would like your estate to be treated so 
it is important to take the right action to 
prevent this happening. Equally, if you have 
a will in place then review it, particularly if it 
is an old will. Pound to a penny it probably 
no longer reflects your wishes and will 
need amending. 

Exemptions 
The exemptions set out in legislation 
can over time be extremely effective. 
For example, you can give away up 
to £3,000 per annum (known as your 
annual exemption) which is immediately 
free from IHT. You can also go back 
one year and bring forward any unused 
amounts from the previous tax year. 
You also have a small gifts exemption 
of £250 which can be given to as many 
people as you like. If you decide to use 
these exemptions then make sure you 
document them properly so that your 
personal representatives administering 
your estate have the necessary evidence 
to submit to HMRC. Another increasingly 
important exemption is making gifts from 
excess income. To qualify for this exemption, 
gifts need to be made out of “income” 
as opposed to being capital, and must 

not affect your standard of living. Once 
again clear and accurate record keeping is 
essential. 

Further planning 
Once the fundamentals are in place 
what other options are available? Firstly, 
it is possible to make outright gift/s to 
individuals. Known as a “Potentially Exempt 
Transfer/s” you need to survive seven years 
from the date of making the gift/s for the 
value to fall outside your taxable estate. 
Remember, for any gift of this nature to 
work, there must be “no strings attached”. 
Gifts to charity can also be effective and 
where you gift at least 10% of your net 
estate then the IHT tax charge for your 
remaining estate reduces to 36%. You can 
also consider taking out life insurance to 
cover any IHT liability. This is designed to 
pay out a sum assured equal to your IHT 
liability. Do speak with your Succession 
adviser as this type of planning needs to 
be set up correctly and premium levels 
can vary widely. There are also more 
complicated schemes using trusts and 
business property which can also be 
effective in the right circumstances. 

Effective IHT mitigation does take time 
to work. Make or check your will, use the 
statutory exemptions, keep accurate records 
and plan. Do not leave it too late, take 
action, and, above all, seek guidance from 
your Succession adviser.

HMRC: HMRC Tax and NIC Receipts 
March 2016

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, financial 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 specific 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 fluctuate 
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. 

David Lane 
Business Development Technical Director

INHERITANCE TAX
ROY JENKINS IN 1986 OBSERVED THAT INHERITANCE TAX “ IS BROADLY SPEAKING A VOLUNTARY TAX PAID 
BY THOSE WHO DISTRUST THEIR HEIRS MORE THAN THEY DISLIKE THE INLAND REVENUE”. 
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TRUST 
IN ME
WHEN YOUR WHOLE LIFE IS AHEAD OF YOU, IT IS ENTIRELY UNDERSTANDABLE THAT INHERITANCE PLANNING IS 
NOT A TOP PRIORITY.  BUT TAKING ACTION NOW WILL PROTECT YOUR LOVED ONES FROM THE REPERCUSSIONS 
OF SORTING THROUGH YOUR AFFAIRS.

Protecting your wealth after your death is just as much a priority for 
your Succession Wealth Planner as helping you live the life you desire, 
without the fear of running out of money.

We can help you ensure that your wishes for the protection and 
direction of your wealth will be carried out recognising that as you 
enter later life your thoughts may start to focus on passing your wealth 
on to your children and or grandchildren.

You may be looking for help in understanding the impact of gifting 
cash or assets to your beneficiaries to help them in achieving their 
own financial objectives.   

You may also be considering providing a tax-free lump sum to your 
beneficiaries on your death, so that they have the ability to settle any 
inheritance tax without having to sell assets within your estate.

Your Succession Wealth Planner will be able to provide you with 
sound data to give you the confidence to make those decisions.
 
Making a will
Your first priority is to draft or review your will.  We recognise you 
have worked hard to build your wealth and that a failure to organise 
your affairs correctly, could result in the Taxman becoming one of the 
largest single beneficiaries of your estate. 

Your Succession Wealth Planner can now help you draft your will, 
ensuring your wishes are properly communicated and that your estate 
is divided according to your wishes.  

Without a will to clearly stating your preferences, the rules of intestacy 
will be invoked.  According to the Citizen’s Advice Bureau, this means 
only married or civil partners and some other close relatives can 
inherit under the rules of intestacy. 

Start your estate planning 
Living until you are 100 years old doesn’t come cheap.  You have 
almost certainly discussed the impact of Later Life Planning on your 
finances with your Succession Wealth Planner, so it may be you have 
less to worry about than you think.

But the best way to avoid IHT is to die with too little in the way of 
assets to be obliged to pay it. But that could be a challenge when your 
assets typically include:

l Your pension(s) 
l Your Death in Service benefit(s)
l Your life cover proceeds
l Your savings
l Your investments
l The money in your bank account
l Your vehicles
l Your other possessions

Your Succession Wealth Planner will work with you to ensure efficient 
tax planning is in place, so that the wealth you have spent a lifetime 
accumulating reaches your children, grandchildren and other relatives, 
rather than ending up in the wrong hands!

When your assets are distributed via your will (if you have one) to your 
chosen beneficiaries, these assets are then considered to be part of 
the beneficiary’s estate and would be at risk of attack from any future 
divorce settlements, creditors and or taxation.

With the strategic use of Trusts, you can ensure that your children and 
grandchildren are able to benefit completely from the inheritance you 
want them to receive, and at the same time offer protection to the 
family home, and other assets, from being lost to attack from any future 
divorce settlements, creditors, taxation and the costs of Long Term Care.

Do you really want to leave it all to chance?  With the help of your 
Succession Wealth Planner you, like many of our existing clients, could 
with the correct use of Trusts avoid these potential financial disasters.

This would ensure that your assets are protected from attack and 
immediately available to your loved ones after you are gone.

Nothing should be considered in isolation, because there could be 
unintended consequences and future liabilities.  Your Succession Wealth 
Manager will be able to give a clearer picture of the different scenarios 
from Your Succession Plan.

Former Prime Minister Gordon Brown saw IHT as a voluntary tax, 
saying there are so many ways to avoid it.  

If you aim to take advantage of the “voluntary” nature of IHT, it 
is essential to do your tax planning in good time, contact your 
Succession Wealth Planner.
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People who died without a willThe TV presenter’s £1.18m estate was 
handed over to her elderly father.  A reported 

£250,000 was due in inheritance tax.
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Jamaican singer/songwriter 
left nine children but no will, sparking 

a series of bitter lawsuits on his death.
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The comedian and actor died unexpectedly 
leaving no will which meant his family 

faced a huge tax bill on his £1.2m estate. 
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prompting a lawsuit by his biological son.
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In a statement, the OBR said: “We are required to base 
our forecasts on whatever is current Government policy 
at the time. So in addition to incorporating any new tax 
and spending measures, we will need to take on board any 
information on the trade arrangements the government 
wishes to pursue.

“This would affect prospective trade volumes, migration flows 
and the size of any remaining financial contribution to the EU, 
all of which would have consequences for the public finances.”
The OBR will assess the impact of the vote to exit the EU on 
public finances, GDP, prospects for the labour market and any 
knock-on effects for inflation.

On Monday, Standard & Poor’s stripped the UK of its triple-A 
credit rating following the vote.  Economists are now downgrading 
their forecasts for UK growth, and a possible recession has been 
forecasted unless a quick deal with the EU can be done.

In July, economists, Chief Executives and Information Officers 
from Succession Group’s key investment partners will be meeting 
to consider the economic highlights of the last six months and 
consider the events and circumstances likely to effect the market 
for the rest of the year.

A full report will be published in our Succession Group newsletter. 

OFFICE FOR BUDGET 
RESPONSIBILITY POSTPONES 
ECONOMIC FORECAST REPORT

THE OFFICE FOR BUDGET RESPONSIBILITY HAS CANCELLED A JULY PUBLICATION DETAILING ITS LONG-TERM 
ECONOMIC FORECASTS IN LIGHT OF THE EU REFERENDUM RESULT.  THE OBR WILL INSTEAD GIVE A MEDIUM-
TERM FORECAST IN NOVEMBER OR DECEMBER, LIKELY TO BE ALONGSIDE THE AUTUMN STATEMENT.
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LIVING THE DREAM
WE MAY NOT BE ABLE TO TURN BACK THE CLOCK, BUT PSYCHOLOGISTS ARE AGREED THAT CREATING 
AND ENJOYING NEW AND UNIQUE EXPERIENCES WILL MANAGE TO SLOW THE PASSING OF TIME.          
MD EDWINA LUMSDEN SHARES HER THOUGHTS ON TRAVEL, AND EXPLAINS WHY THOSE BUCKET LIST 
PLANS SHOULD BE PRIORITISED.

I am intrigued by the ability of psychologists to create a huge study 
out of something that appears to be self-evident and enjoy reading 
the many theories about why time appears to pass faster as you 
get older.   Apparantly the memories we create in youth are more 
detailed and lasting because early years are packed with new and 
exciting first-time events.  Later, when the years pass in a blur of 
repetition, everything appears to speed up. 

I think we all agree on the need to slow down the racing years.  
And those ponderous psychologists have the answer.  They say 
that if we create new and unique experiences, live more in the 
present, and hold a positive perception of the future, we will 
manage to slow time back down to those days when it seemed 
like Christmas was a lifetime away.     

The solution is well within your grasp -  travel! And in a ‘gather 
ye rosebuds’ frame of mind, I suggest that all those ‘one day’ plans 
should be brought immediately to the top of your list.  After all, 
who knows what tomorrow may bring.

Travel creates special memories and is a great thing to do with 
your family and friends. Planning an adventure is a truly exciting 
experience and almost as rewarding as the break itself.   And now 
it is possible to travel in style to even the most remote locations.  

Mundy Adventures has created a collection of fascinating journeys 
by sea to locations that are virtually inaccessible any other way 
allowing you to explore, way off the beaten track, and delight in 
the glories and treasures of our beautiful planet. 

How about going to see polar bears 
roaming through the Arctic ice?  

Departing for the remote archipelago of 
Svalbard, you can push through to ice right 

to the edge of the northern icecap. 
Next stop the North Pole! 

A visit to Borneo’s orang-utans,
with exclusive access to 

Dr. Biruté Mary Galdikas,
who has devoted 45 years to 
their study and the chance to 

experience first hand how 
orphaned Orangutans are 
being taken care of in the 
Orangutan Care Centre at 

Camp Leakey. 

Imagine relaxing on a 
sandy beach surrounded by 

dinosaur-like marine iguanas, 
or snorkelling with a friendly and 

curious sea lion.
In the Galapagos Islands you can do 
exactly that, and your parents and 

children will relish the opportunity to
join you in witnessing nature

close-up and fearless.

Artic IceBorneo Galapagos

FOR MORE INFORMATION ABOUT 
MUNDY ADVENTURES CONTACT 

EDWINA ON 020 7399 7670
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When Britain’s new pension freedoms were announced, some people 
feared retirees would blow their pension pots on fast living.
That did not happen. According to HMRC* figures, after the initial gold 
rush of withdrawals when the reforms came into force in April 2015, 
the amount taken from pension pots dropped. 
Nearly £2.7 billion was withdrawn in the second and third quarters 
of 2015 combined. But it fell to £1.6 billion in the six months covering 
the fourth quarter of 2015 and first quarter of 2016. Over this time, 
the average withdrawal amount has fallen, too, from £10,876 in the 
first six months to £6,113 in the second six-month period.

*Source: HMRC - Knowledge, Analysis & Intelligence (KAI), Pensions Flexibility as at 27th April 2016

Pensioners respond to new rules
Pension reforms in 2015 removed the requirement to buy an annuity with 
accumulated pension savings. Annuities are a contract in which a retiree 
exchanges their pension pot for a secure lifetime income from an insurance 
company. Annuities are valuable because they can alleviate concerns about 
outliving pension savings or having to worry about investments. 
Some retirees, however, believe current annuity rates are unattractive 
and resent forfeiting their capital to the annuity provider so are opting to 
retain control of their pensions. 
Some are leaving their pots invested so that they can grow until needed 
or to manage withdrawals more tax efficiently. Capital is at risk, however, 
and an investor could run into difficulties if they draw too much income 
or the pension pot performs poorly.
Some are choosing to spend other savings in retirement, such as 
individual savings accounts (ISAs), before liquidating pensions.
Pensions can also serve as a form of family trust fund, leaving any remaining 
nest egg to dependents. Your pension normally sits outside your estate for 

PENSIONS, BUT NOT AS WE EXPECTED
PENSIONS ARE HAVING TO WORK HARDER. DOES THIS CALL FOR A NEW INVESTMENT STRATEGY?

Average amount of each withdrawal

£10,876
Average amount of each withdrawal

£6,113

£2.7 billion

£1.6 billion

Before entering into an investment agreement in respect of an investment referred to in this document, you should consult your own professional and/or investment adviser. 
Any investment will be made solely on the basis of the information contained in the Prospectus and where relevant the Key Investor Information Document. 
Past performance is not a guide to future performance. The value of an investment and the income from it can fall as well as rise and you may not get back the amount originally 
invested. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may change if those circumstances or the law change. Nothing in this article should 
be construed as advice.
If you invest through a third party provider you are advised to consult them directly as charges, performance and terms and conditions may differ materially.
Issued in the UK by Henderson Global Investors. Henderson Global Investors is the name under which Henderson Global Investors Limited (reg. no. 906355), Henderson 
Fund Management Limited (reg. no. 2607112), Henderson Investment Funds Limited (reg. no. 2678531), Henderson Investment Management Limited (reg. no. 1795354), (each 
incorporated and registered in England and Wales with registered office at 201 Bishopsgate, London EC2M 3AE) are authorised and regulated by the Financial Conduct Authority 
to provide investment products and services.

inheritance tax purposes. It can be passed on tax free if you die before 75 
and at the beneficiary’s marginal tax rate if you die after that age.

These possibilities mean savers and retirees might want to review their 
investment strategy.

Using multi-asset during the accumulation phase
Traditionally, investors took more risk with their pension when younger 
and saving – known as the accumulation phase – moving into less 
volatile bonds as they grew older.
This was known as ‘lifestyling’ and was designed to protect retirees 
against losing a large chunk of capital just before ceasing work.
Low bond yields are making this a less attractive option while more fluid 
pension timescales mean retirees are looking at how to diversify risks 
and support greater longevity. 
A multi-asset fund could be the solution. These funds invest in a mix 
of assets, such as shares, bonds and property funds. This diversified 
approach could help a pension perform well over different timescales 
and be less susceptible to economic shocks. 

Using multi-asset during the decumulation phase
The decumulation phase is when you are retired and spending your 
capital instead of saving.  Pension pots need to be invested to provide 
enough income, and to outrun inflation, especially if you are planning to 
pass wealth on.
Multi-asset funds can again be useful. Managed by experts who allocate 
across asset classes and funds they spread risk and can help to deliver an 
appropriate asset mix for your risk appetite. 
Everyone is different: our financial circumstances and goals vary. That is
why funds often come with a risk rating, so you can work out whether
they are appropriate for you. If you are not sure of your risk appetite, a
financial adviser can help.

How investment needs might change during retirement
Studies show that you typically spend more money early in retirement,
and less as you age. However, you may want money later for long-
term care. Many of us underestimate how long we are going to live 
and therefore how long our money must last.*
Your investment mix may need to change in different phases of
retirement. It is important to review your investments regularly to ensure 
they meet your requirements. An adviser could help to decumulate your 
assets in a tax efficient manner. Do not assume liquidating your pension is 
the best step if you need income – other solutions may be appropriate.
Retirement is for a long time. The right investment strategy and advice 
should help make it the best.
*Source: International Longevity Centre - UK (ILC-UK): Understanding 
Retirement Journeys: Expectations vs reality as at 1st December 2015

For more information contact your
Succession Wealth Planner
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A	  Few	  Days	  Can	  Make	  a	  Big	  Difference	  

This	  hypothetical	  example	  is	  for	  illustrative	  purpose	  only.	  The	  FTSE	  100	  is	  an	  index	  of	  the	  100	  most	  highly	  capitalised	  UK	  
companies	  listed	  on	  the	  London	  Stock	  Exchange.	  An	  investor	  cannot	  invest	  directly	  in	  an	  index	  and	  they	  do	  not	  include	  sales	  
charges	  or	  operating	  expenses	  associated	  with	  an	  investment	  in	  a	  fund	  which	  would	  reduce	  total	  returns.	  Past	  performance	  
does	  not	  guarantee	  future	  results.	  	  Source:	  SEI,	  FactSet	  	  

How	  can	  a	  Goals	  Based	  Approach	  Help?	  

Adopting	  a	  Goals-‐Based	  Approach	  can	  save	  investors	  from	  making	  rash	  decisions	  

A	  Few	  Days	  Can	  Make	  a	  Big	  Difference	  

This	  hypothetical	  example	  is	  for	  illustrative	  purpose	  only.	  The	  FTSE	  100	  is	  an	  index	  of	  the	  100	  most	  highly	  capitalised	  UK	  
companies	  listed	  on	  the	  London	  Stock	  Exchange.	  An	  investor	  cannot	  invest	  directly	  in	  an	  index	  and	  they	  do	  not	  include	  sales	  
charges	  or	  operating	  expenses	  associated	  with	  an	  investment	  in	  a	  fund	  which	  would	  reduce	  total	  returns.	  Past	  performance	  
does	  not	  guarantee	  future	  results.	  	  Source:	  SEI,	  FactSet	  	  

How	  can	  a	  Goals	  Based	  Approach	  Help?	  

Adopting	  a	  Goals-‐Based	  Approach	  can	  save	  investors	  from	  making	  rash	  decisions	  

Nobody ever got on a rollercoaster 
expecting a smooth ride 
It’s the same with investing. Over long periods of time, the 
financial markets can be remarkably steady but in the short run, 
sharp spikes in share prices is normal. This volatility triggers a 
bumpy ride for investors – some of whom may be tempted to 
pull out of their investments and wait for the market to regain 
its footing. But is moving assets from your current portfolio 
to what you think are more stable, “safer” investments really 
a good idea? Amid such uncer tainty, what can you do to keep 
your cool and avoid making potentially costly, emotionally-
driven decisions?

First, Remember Why You Invest
Like many investors, you may have begun your investment 
programme with the intent of achieving any number of long-
term and shorter-term goals – such as enjoying a comfortable 
retirement, sending your children to university, buying a second 
home or supporting your current lifestyle. You have invested to 
steadily build and preserve wealth over decades. Your long-
term strategy did not include trying to jump in and out of 
the market based on its short-term performance. Brief and 
explosive spur ts of volatility, both positive and negative, is the 
norm. But an impulsive investor who abandoned the market 
during one or more of its sharp downturns may have missed 
strong, ensuing rebounds.

Second, Understand the Risk of ‘Market Timing’
When it comes to investing, what’s the biggest risk of all? For 
many investors, the biggest risk is the risk of losing money. 
Because losing money can provoke a powerful reaction, some 
investors turn to market timing: buying or selling based on 
future price predictions. However, choosing when to invest, or 
“time” the market, is difficult. Investors who attempt to time 
the market may run the risk of missing periods of exceptional 
returns. For example, using the FTSE 100 Index as a proxy for 
the domestic equity market, if an investor missed just the best 
10 days during a 20- year period, over half of the profits would 
be lost. Missing the best 20 days eliminated almost all of the 
profit. Missing the best 30 days produced a -1.45% return, and 
missing the best 40 days extended the loss to -3.13%. While 
market timing can seriously diminish long-term performance, 
if market volatility isn’t managed properly, volatility provides 
professional investors with the opportunity to buy and sell on 
behalf of their clients at attractive prices.

THE RISK
OF MARKET TIMING

A Few Days Can Make a Big Difference

This hypothetical example is for illustrative purpose only. The FTSE 100 is an index of the 
100 most highly capitalised UK companies listed on the London Stock Exchange. An investor 
cannot invest directly in an index and they do not include sales charges or operating expenses 
associated with an investment in a fund which would reduce total returns. Past performance 
does not guarantee future results.  Source: SEI, FactSet 

How can a Goals Based Approach Help?
Adopting a Goals-Based Approach can save investors from making 
rash decisions.

A goals-based approach to investing is designed to meet a wide 
variety of investors’ financial goals to help manage investment 
risk, limit volatility and potentially maximise returns in various 
market environments. It can help you reduce emotionally-driven 
decisions that may be detrimental to your long-term investment 
success and help you invest according to your individual needs 
and time horizons. 

Contact your Succession Wealth Planner to learn more 
about SEI’s goals-based investing solutions.

Important information: 
This document is intended for information purposes only and must not be construed as investment advice. Past performance is not a guide to future performance. 
The value of an investment and any income from it can go down as well as up. Investors may not get back the original amount invested. 
Issued by SEI Investments (Europe) Ltd which is authorised and regulated by the Financial Conduct Authority. 
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Active asset allocation is the key
Asset allocation is simply the blend of assets that a fund manager 
chooses for a portfolio. It is this blend, rather than the selection of 
individual company shares, that ultimately drives the risk, and therefore 
the returns, of a multi-asset portfolio. Some academics believe up to 
90% of an overall portfolio return is driven by asset allocation. 1

The ‘active versus passive’ debate is now old hat. What 
matters most is meeting the investors’ overall investment 
objective. A multi-asset solution that actively manages 
its asset allocation carries a number of key benefits 
over other options such as model portfolios or static 
allocation multi-asset funds.

The benefits of active asset allocation
Some funds operate with a ‘static’ asset allocation; they 
set a static percentage allocation and stick to it passively, 
blind to changing market conditions and never making 
active decisions. The same is true of model portfolios 
where the asset allocation tends to be static over time, 
based on long-term assumptions. Dynamically managing 
the allocation of the Multi-Index Funds range means the 
portfolios can be adjusted in light of unfolding market 
conditions to help protect them from deteriorating 
prospects in one asset class or take advantage of improving conditions 
in another. The Multi-Index funds uses a highly diversified ‘top-down’ 
approach, building portfolios from a range of positions across multiple 
asset classes and managing these actively over time. 

The last decade has witnessed wars, geopolitical uncertainties, market 
bubbles, an emerging Chinese superpower, a massive financial crisis and 
central bankers engaging in unprecedented monetary experimentation. 
This has resulted in a rise in correlations between and within asset 
classes. All this and more has brought top-down views to the top of 
the investing agenda.

The figure opposite shows how individual asset class performance has 
frequently moved from top to bottom and vice versa. The figure also 
shows that markets can follow trends. For instance, in a period with 
reasonable economic growth, such as 2004-2007, economic growth-

sensitive assets like emerging markets do well. In a market downturn, 
such as 2008, these assets fall to the bottom. Static asset allocation, no 
matter how sophisticated, can never take account of these types of 
market movements.

In addition, a multi-asset solution which is static in its asset allocation can 
drift across risk profiles over time, as the volatility of asset classes will 
change over time. Investing in funds such as the Multi-Index Fund range, 
which is active in its asset allocation, should give investors and/or advisers 
peace of mind that the chosen fund will aim to consistently stay within a 
desired risk target and not drift outside of this over time. This means that 
not only will an investor get initial suitability, but also ongoing suitability.

The risks of fund picking in model portfolios
Model portfolios are pre-set portfolios with a specific set of targets and 
objectives, for example 50% equities, 50% bonds. The underlying fund 
holdings can either be managed actively or via index funds. Financial 
advisers may often pick a number of different funds to populate their 
model portfolios for their investors. Fund picking within model portfolios 
can often obscure the amount of risk within each component.

LOW-COST, SIMPLE, ACTIVE 
AND RISK-TARGETED; KEEPING MULTI ASSET INVESTING RELEVANT
THIS ARTICLE DISCUSSES ‘ACTIVE ASSET ALLOCATION’ – ONE OF THE FOUR PILLARS OF A SUCCESSFUL 
MULTI-ASSET FUND INVESTMENT.

For example, a model portfolio may stipulate an allocation to UK 
equities, perhaps based on the historical return/return profile. 
However, we know many actively managed UK equities funds have 
greater exposure to mid-cap stocks than the FTSE All Share as they 
typically have more conviction in adding value in this area.  This gives a 
mismatch between this risk return profile and the underlying fund that 
has been selected. 

A unified active asset-allocation-focused, multi-asset solution, however, has 
no such hidden component level risk. It allows for portfolio adjustments, 
in light of market conditions, to maximise returns within the fund’s risk 
parameters. At the same time it avoids the type of portfolio drift that 
occurs with static asset allocation, giving an investor assurance that the 
solution selected remains suitable, both now and on an ongoing basis.

For more information contact your 
Succession Wealth Planner

The value of an investment may fall as well as rise. Investors may get back less than they invest. Details of the specific and general risks associated with the funds 
mentioned are contained within the Key Investor Information Documents.
Legal & General (Unit Trust Managers) Limited. Registered in England and Wales No.1009418. Registered office: One Coleman Street, London EC2R 5AA. Authorised 
and regulated by the Financial Conduct Authority. We are members of The Investment Association.

1Does Asset Allocation Policy Explain 40, 90 or 100% of performance? 
Roger G. Ibbotson and Paul D. Kaplan, Financial Analyst Journal, January/ February 2000.
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In general terms, smaller pots are generally being taken as cash, 
with larger funds used to buy retirement income. The balance of 
retirement income solutions has changed with drawdown growing 
in popularity after pension freedom. However annuities have made 
a comeback with sales increasing, and the most recent ABI data for 
the final quarter of 2015 shows more customers bought an annuity 
than entered drawdown.

It’s interesting that, despite the huge popularity of pension freedom, 
annuities are still very much a key part of the market. And this is 
backed up by Retirement Advantage research showing customers at 
retirement place equal weight on the need for flexibility and certainty. 

This mix of desire for certainty and flexibility will clearly vary 
from customer to customer. But it will also fluctuate through a 
customer’s retirement, as their circumstances and attitudes change. 
Which is why a retirement solution which gives the ability to adapt 
to changing needs is so important.

That has led to the development of new hybrid solutions. Now 
you can allow people to have the both certainty of an annuity and 
the flexibility of drawdown within one wrapper. The beauty of this 
is the make-up can vary from customer to customer, and adapt 
over time as their circumstances alter.

At one end of the spectrum, all of the money can be invested into 
the annuity element. So it looks and feels exactly like a traditional 
annuity. The benefit is the additional flexibility the hybrid offers, 
which means as customer needs change, the benefits can adapt in 
a way a traditional annuity was simply not designed to do.

Customers can reduce or even stop the income they receive 
from the annuity at any time. Any surplus annuity income is 
reinvested within the drawdown element to be used at a later 
date, and as it stays within the pension wrapper no tax is payable 
until it is withdrawn. At a later date the customer can choose to 
start receiving some or all of the annuity income again. This gives 
tremendous flexibility and control to adapt retirement income to 
suit a customer’s individual circumstances, and their changing needs 
as they navigate their way through later life. 

HYBRID SOLUTIONS: 
USING THE NEW WAVE OF PRODUCTS TO PROVIDE 
CERTAINTY AND FLEXIBILITY IN RETIREMENT
Andrew Tully 
Pensions Technical Director, Retirement Advantage

WE ARE NOW MORE THAN A YEAR INTO THE PENSION FREEDOM EXPERIMENT, WITH THE LATEST 
INFORMATION SHOWING NEARLY A QUARTER OF A MILLION PEOPLE HAVE TAKEN ADVANTAGE OF THE 
NEW FLEXIBILITY. HOWEVER, THE MASSIVE DASH FOR CASH WHICH WAS ENVISAGED A YEAR AGO HASN’T 
MATERIALISED, AND THE NUMBERS OF PEOPLE WITHDRAWING THEIR WHOLE POT HAS FALLEN EACH 
QUARTER, REFLECTING THE INITIAL PENT UP DEMAND. 

There is also much more control and flexibility when the 
customer dies. With standalone annuities, death benefits are paid 
immediately following death, with no opportunity for tax planning. 
Hybrid solutions are written under drawdown rules which gives 
tax control over death benefits. Annuity death benefits, such 
as guarantees of up to 30 years and value protection, are paid 
into the beneficiary’s drawdown account. Money can then be 
withdrawn by the beneficiary when and if it suits. This allows 
annuity death benefits to be passed to family in a tax-efficient way 
that isn’t possible within a standalone annuity.

At the other end of the spectrum, the hybrid can also be used just 
like a traditional drawdown. This is perhaps with a view to gradually 
phasing the purchase of some guaranteed income as the customer 
gets older. Each annuity takes into account age and health at the 
time it is purchased, and each can be set up with different attaching 
benefits to suit a customer’s changing needs. This allows customers 
and advisers to de-risk as time passes if the customer’s capacity for 
loss reduces.

Hybrid solutions have developed to meet the needs of those 
taking benefits under the new pension freedom rules. They have 
huge flexibility which meets the desires which people have to 
access their funds and pass wealth onto family. And they allow 
advisers to control tax, both for customers during retirement 
and beneficiaries in receipt of death benefits. As well as offering 
certainty for those who need it, through the simplicity of annuity 
income guaranteed for life. Certainty and flexibility, all within one 
simple pension solution. In short, everything you need to help your 
clients prepare for retirement.
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At Vanguard, we like to talk about goals, balance, cost, and 
discipline. A lot of times, people forget about the discipline piece, 
but when markets get volatile, that’s when discipline becomes most 
important. You need to rely on all of the things that you thought 
about before you invested, when times were calmer, to help you 
ride through those periods where they’re not.

You also need to regain the confidence that you’ve got the right 
plan. In many cases, that may mean your plan doesn’t change at all. 
You just have a renewed sense of confidence about what you’re 
doing and why it makes sense. In some cases, in working things 
through with a professional, with somebody who knows the 
business and knows investments, you may need to make a change 
and get yourself in a better place.

Investors sometimes make the mistake of thinking they can 
somehow take their emotions out of the equation. We can’t. 
Investors are human beings. Actually, there are some things about 
your emotions and your reactions that can be helpful.

In a time of volatility, when you’re getting nervous, it may get you 
the motivation that you need to reach out and make a call – 
maybe to a trusted professional adviser – to review your plan and 
your strategy, and make sure you’re in the right place. Sometimes 
just hearing another voice and walking through a plan can give you 
the confidence that you need to stick through a difficult time. 

Not being able to sleep at night is not a situation that anyone 
wants to be in with their investments, and it’s really one that can’t 
go on too long. So I think, maybe the best advice, is to get through 
the night in whatever way you can. Have a shower and a cup of 
coffee in the morning, and then sit down and take a look at your 

plan. If you need to, reach out and talk to a professional. Speak 
with an adviser who can help you. It’s important to have a second 
opinion in these circumstances. 

Everybody would like to be able to pick the narrow segment or 
sector that’s doing really well and only be invested in that. But it’s a lot 
to expect and really tricky to do. You just can’t do that before the fact.

That’s why diversification is one of the most powerful and 
important concepts in investing. But it’s also important not to put 
too much faith in it and its ability to protect completely against 
loss. We know it can’t do that. It can help to mitigate loss. So for 
example, even in an environment where you look around and you 
feel like everything is headed down, what you’ll find in a broadly 
diversified portfolio that holds both some domestic exposure as 
well as some international exposure is that there are parts of the 
market that are doing well, and you’re much better off for having 
diversified into those in your portfolio. 

Our view is equities always have a place in a well-diversified, 
balanced portfolio. They’re the only asset class that really offers 
broadly diversified exposure, along with a higher rate of return 
than what one can get from instruments that have a lower level 
of risk. While risk is definitely a part of equity market investing, it’s 
an important part. It generates a return that retirees and other 
investors can use, even with a short horizon. 

Market downturns are part and parcel of equity investing. There’s 
almost no way to fully innoculate an investment portfolio against 
them. The question is how you react to those circumstances when 
they occur. You’ve got to have a balanced reaction. You’ve got to 
maintain perspective and remember why you were invested in the 
first place. 

The thing to do, in terms of making up for lost time, is much more 
about savings decisions than it is about investment decisions. 
People need to consider whether to take on significantly more risk 
or whether they can reduce spending and part with some of the 
things they may be accustomed to in order to get back on track. 

Important information
Vanguard Asset Management, Limited only gives information on products and services and does not give investment advice based on individual 
circumstances. If you have any questions related to your investment decision or the suitability or appropriateness for you of the product[s] 
described in this document, please contact your financial adviser

This document is designed for use by, and is directed only at persons resident in the UK.

The material contained in this document is not to be regarded as an offer to buy or sell or the solicitation of any offer to buy or sell securities 
in any jurisdiction where such an offer or solicitation is against the law, or to anyone to whom it is unlawful to make such an offer or solicitation, 
or if the person making the offer or solicitation is not qualified to do so.  The information in this document does not constitute legal, tax, or 
investment advice. You must not, therefore, rely on the content of this document when making any investment decisions.

The material contained in this document is for educational purposes only and is not a recommendation or solicitation to buy or sell investments.
The value of investments, and the income from them, may fall or rise and investors may get back less than they invested.
Issued by Vanguard Asset Management, Limited which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2016 Vanguard Asset Management, Limited. All rights reserved. VAM-2016-05-19-3599

HOW NOT TO BE YOUR 
OWN WORST ENEMY
John Ameriks
Head of Quantitative Equity Group, Vanguard

INVESTORS ARE MOST LIKELY TO TAKE MISSTEPS 
WHEN THE MARKETS ARE VOLATILE. ONE PROBLEM 
IS THAT PEOPLE BEGIN TO FEEL THAT THEY HAVE 
MORE CONTROL THAN THEY ACTUALLY DO, AND 
THEY FORGET THEIR PLANS.
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Property is a tangible asset which people understand. Prices are 
going up, and the demand for rental accommodation outstrips 
supply In a low-interest rate economy, buy-to-let remains an 
attractive income generator which explains why earlier this year, 
the number of buy-to-let investors peaked at 1.75m.  In the 
rush to beat the Stamp Duty hike on second homes, landlords 
accounted for £13.5bn of buy-to-let loans between January and 
March, according to figures published by the Bank of England.

It was an increase of more than 75% on the same period in 2015.  
But the Council of Mortgage Lenders’ lending figures for April 
showed the number of loans fell to 4200 compared with 28,700 in 
March and 8,600 in April 2015.

The beginning of the end for buy-to-let?

Commentators agree that in the past year, this Government has 
declared all-out war against Britain’s growing army of private landlords.

The National Landlords’ Association has highlighted “The steady 
upward ratchet of taxation on landlords over the past year shows 
that The Chancellor of the Exchequer is determined to bear down 
on the private rented sector”.

The multi-faceted assault includes:

Tax relief on mortgage payments
Today, landlords claim tax relief on their mortgage interest at 
the rate they pay income tax. From 2017, higher earners will be 
stripped of this tax advantage.  Over a four-year period, the rate 
that can be deducted from what they owe HMRC each year 
will reduce from 45% to a maximum of 20%, regardless of their 
personal tax bracket.  This removal of Finance Costs – announced 
in last year’s Summer Budget – has been widely criticised and is 
currently the subject of a crowd-funded Judicial Review.

Wear and tear
Until April this year, landlords were able to deduct 10% of their 

rental income to allow for general ‘wear and tear’. Now landlords 
can only deduct the actual cost of improvements when calculating 
taxable profit.

Stamp Duty surcharge
After 1 April, landlords have to pay an additional 3% surcharge on 
the standard rate of Stamp Duty, potentially adding many thousands 
of pounds to the property purchase cost.

Bank of England crackdown
Bank of England fears that the buy-to-let market will overheat has 
led to further consultation and measures to contain the market.  
The report is expected this Summer and is likely to include a cap 
on the rental income ratio stress test.

Buy-to-let mortgage regulation
Many are calling for regulation of buy-to-let mortgages to give 
landlords the same protection as private buyers seeking finance.  
The classification of landlords has been the issue: Are landlords 
professional business people, responsible for business-based 
decisions without the need for restrictive regulations?  Or are they 
amateurs, who require protection from unscrupulous lenders?

Many Succession Group clients are professional landlords with a 
carefully considered property portfolio as part of their investment 
strategy.  For those affected by the tax changes, doing nothing is not 
an option.  Whether the solution lies in selling up, or incorporating 
as a business, professional advice is essential to avoid costly 
mistakes. Capital Gains Tax, stamp duty, and other taxes could be 
prohibitively expensive.

If there has ever been a time for landlords to review your full 
financial situation, with independent wealth planning advice, it is 
now. Talking to your Succession Wealth Planner will help you fully 
understand the impact of the changes, whether action is necessary, 
and how your financial plan will be affected.  Our commitment 
is to manage your assets to deliver peace of mind, whatever the 
economic scenario.

BUY TO LET INVESTMENT ROSE DRAMATICALLY IN THE FIRST QUARTER OF 2016, AND THE NUMBER OF 
LANDLORDS APPLYING FOR MORTGAGES OVERTOOK FIRST TIME BUYERS FOR THE FIRST TIME SINCE 2008. 
IN THE CALM AFTER THE STORM, SUCCESSION’S MORTGAGE TEAM CONSIDERS “WHAT’S NEXT” FOR 
PROFESSIONAL BUY TO LETTERS?

WHAT’S NEXT
FOR PROFESSIONAL 
BUY TO LETTERS?
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