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Welcome To The LATEST Edition

Welcome to the seventh issue of our Client magazine, Wealth Perspectives. In the 
following pages, Industry experts from leading Pension and Investment companies 
share their views on the issues that affect your finances.

Keith Carby, Chairman and CEO of CAERUS Capital Group, 
explains why the proposed changes to the pension rules  
will mean that careful planning is needed to ensure  
you make the most of your accumulated pension fund.

Simon Brett, Chief Investment Officer at Parmenion,  
looks at the key events that have shaped the markets in  
the last six months.

Nicola Robinson, Corporate Communications Manager  
at Parmenion, looks at the fundamentals of Investing,  
in the second of a series of articles.

Martin Haggart, Technical Development Manager at Aegon, 
looks at key changes to pension rules introduced in the Budget.

Stuart Bate, Business Development Manager at LV=, looks  
at the opportunities available from flexible drawdown plans.

Finally, Richard Purcell, Head of Technical Marketing at 
PruProtect, Considers why you should be planning, now, 
if you wish to pass on your wealth to future generations.

If you wish to discuss your finances or any of the issues raised in this edition,  
please do get in touch.

Best wishes

Partners: Colin Burke & Sandra Taylor 

Taylor Burke Partnership Colin BurkeSandra Taylor

Colin Burke

Sandra Taylor
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IF YOU WISH TO DISCUSS YOUR FINANCES OR ANY OF THE ISSUES RAISED IN THIS EDITION OF
WEALTH PERSPECTIVES CALL 0845 603 3288 OR EMAIL INFO@TAYLORBURKE.CO.UK

Parmenion combines its discretionary Investment management expertise with its own powerful platform 
technology in the creation of sophisticated Investment solutions.

Please note, this information is for indicative purposes only.
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PENSION

flexibility

Savers should  
be free to buy  
a Lamborghini  
if they wish.

Pensions Minister, Steve Webb
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In the March Budget, George Osbourne, announced 
a raft of changes to pension legislation that took 
many by surprise. The Chancellor’s proposals 
end compulsory annuitisation and effectively offer 
much more flexibility to the way pension funds can 
be used. 

Many commentators have 
predicted there will be an 
increased use of pension 
drawdown as people leave 
their cash invested and 
take a portion each year 
as income. Others predict 
a boom in buy-to-let as 
Investors put their pension 
money into property as an 
alternative to annuities. 

On the whole, the changes 
have been welcomed, 
especially amongst Investors, although some 
have raised concerns over savers squandering 
their money. Pensions Minister Steve Webb was 
famously quoted as saying that savers should be free  
to buy a Lamborghini if they wish – but that if  
they “squander” the money in this way, they’ll only 
have the state pension to live on. 

The basic premise still remains, that a pension is 
a pot of money built up over your working life to 
provide funds that are meant to last you throughout 
your retirement. The range of options for providing 
that income has just increased - significantly. 

Although the new options for using a pension 
undeniably bring many benefits for Investors,  
in some ways they also complicate matters.  
When you access your money and what you do with 
it will need to be considered carefully as both will 

have tax implications. For example, with  the most 
basic Lamborghini costing at least £125,000, 
if you did want to buy one and took the money out 
of your pension fund in one go, you would  
also be saddled with a tax bill of at least £31,127* 
whereas taking the same sum out over a period of 

years would mean you pay 
less, or no tax. 

Your Financial Adviser will 
be able to explain to you the 
details of the new pension 
legislation and also help you 
plan how much money you 
need to Invest in your pension  
and how and when to 
take your pension benefits 
to provide the retirement 
lifestyle you desire.

Keith Carby 

Chairman 
and CEO 

CAERUS 
Capital Group 

* BASED ON NO CHANGE TO THE 2014/15 TAX ALLOWANCES. ASSUMES, NO OTHER INCOME AND THAT £125,000 IS DRAWN FROM A PERSONAL 
PENSION, WITH 25% OF THIS BEING A TAX FREE LUMP SUM.

Plan how much 
money you 
need to save in 
your pension.

PENSION FLEXIBILITY
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Globalisation is a wonderful thing, or is 
it? Much of the economic world is joined 
together and whilst few doubt its overall 
benefits e.g. increased trade, more recent 
developments hint of some adverse effects 
as we discuss in this article.

Commentary 
Market

China and its financial system may determine 
the future path of stock markets in 2014

The Chinese economy appears to determine 
the progress of emerging markets. And it is 
the health of the Chinese banking system 
and levels of debt that has been a particular 
cause for concern. Post the financial crash 
of 2008, the Chinese government was 

keen to avoid any loss of momentum to its 
economy. Hence it encouraged its banks 
to continue lending, with the monies often 
being Invested unwisely. Stories abound 
of overcapacity, factories producing goods 
that cannot be sold and empty apartment 

6



IF YOU WISH TO DISCUSS YOUR FINANCES OR ANY OF THE ISSUES RAISED IN THIS EDITION OF
WEALTH PERSPECTIVES CALL 0845 603 3288 OR EMAIL INFO@TAYLORBURKE.CO.UK

blocks that cannot be sold. It is feared 
this overcapacity will lead to bad loans 
as companies cannot repay them and in 
March the first default occurred.

Eventually a bad loan has to be written 
off by a bank, depleting its reserves, 
weakening the banking system, perhaps, 
and potentially leading to weaker economic 
growth. As China has been a primary driver 
of the emerging market story over the 
past decade, it is unsurprising emerging 
markets have been lacklustre over the past 
quarter. (MSCI Emg Markets down 1.08%. 
Source: FE).

The Chinese government has forecast 
7.5% growth this year, a more than healthy 
figure compared to the rest of the world, 
albeit slightly down on the figure of 7.7% 
for both 2013 and 2012. The objective is 
to deliver a more balanced economy, one 
more dependent on rising incomes and 
domestic demand rather than an export 
led economy. Allowing some companies 
to fail is perhaps all part of this process, 
introducing some risk to Investors. Whether 
this transition can be achieved smoothly is 
a moot point, and may well determine the 
prospects for the emerging market asset 
class for the rest of the year.

Perhaps more worryingly, China may revert 
to exporting its way out of trouble. That 
may spell bad news for Europe and its still 
struggling economies. Surprisingly Europe 
has been the best performing equity 

market over the past year. Either Investors 
are overlooking its deep seated economic 
problems and think they are getting better. 
Or perhaps valuations in the United States 
are too expensive, and with the uncertainty 
in emerging markets, Europe may be the 
default Investment. Although the euro 
crisis is going through one of its periods 
of being out of the headlines, and there 
are some tentative signs of recovery, the 
major worry for Europe at the moment 
is deflation. Continuously falling prices 
are a problem for any economy (witness 
Japan trying to revive its economy with 
Abenomics) but for a geographical region 

within a currency union it could be fatal. 
If people and companies witness falling 
prices, they tend to stop spending and 
investing. And with peripheral Europe 
(the likes of Spain and Greece) having to 
restore competitiveness via real cuts in the 
standard of living, any meaningful recovery 
may be delayed if deflation takes hold.

Emerging Markets have also become less 
attractive as the prospect of a rise in US 
interest rates gets closer. Whilst it is a 
positive sign that the US economy needs 
less monetary life support, any rise in 
interest rates makes Emerging Markets a 
less attractive Investment proposition. 

Meanwhile, at home, the economy is 
reviving but perhaps in an old fashioned 
way. The rise in house prices, helped by 
the government “help to buy” scheme, 

is leading to a more confident consumer.  
If this leads to the consumer again taking 
on too much debt and running down 
savings then perhaps it is back to boom 
and bust. Real growth in incomes (via 
falling inflation) since 2008 may also spur 
growth. Talk of rebalancing the economy 
away from the consumer and into greater 
trade seems to have been side-lined.  
A moribund Europe does not help export 
markets. And after all, governments have 
elections to win and spending always 
makes voters feel better.

Given the interlocking relationships 
described above, and uncertainty, it is not 
surprising that the MSCI World Index was 
up a lacklustre 0.09% in the first quarter. 

Before stock markets can advance in any 
meaningful manner, more clarity may be 
required on growth prospects in China, 
the speed and magnitude of interest rate 
increases in the United States and the 
UK, and the further easing of political  
and economic concerns across Europe.

The Chinese government has forecast 
7.5% growth this year, a more than 
healthy figure compared to the rest  
of the world.

Simon Brett 

Chief 
Investment 
Officer

Parmenion 
Investment 
Managers

MARKET COMMENTARY
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Nothing in life is without risk and in the case 
of investing, this risk relates to the amount 
of uncertainty there is about the return an 
Investment may deliver. 

INVESTINGof
FUNDAMENTALS
The

Asset Allocation
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Asset Allocation is the most common technique for managing 
Investment risk. It involves spreading Investments across broad 
asset classes which all react differently to market-moving events, 
thereby reducing overall Investment risk. 

How different Asset Classes perform 

When considering risk, average annual returns over the stated 
periods can be misleading. These single figures give an illusion  
of a consistent return profile where, in reality, returns do not 
accumulate smoothly.

There are degrees of risk and regardless of how much risk you are willing  
to take, there is an effective tool that can be utilised to control Investment risk.

Gilt and Equity Returns

The diagram, above, displays the annual return of Equities and 
Gilts each year since 2000. A good year’s performance may 
precede a bad year and vice versa, with Equity and Gilt returns 
varying significantly every year. The long-run average returns from  
Equities have been greater than from Gilts and Cash. However, average 
returns can disguise some large performance fluctuations each year. 

With these asset classes rising and falling, the possibility of loss is 
ever present – and the wider the fluctuations, the greater the chance 
of loss. These fluctuations illustrate the uncertainty of Investment 
returns. We define this uncertainty as risk. Many professional fund 
managers strive to predict which asset class will perform best every 
year. However, history tells us this is a difficult game to win. 

Asset Class Returns over the Long Term

The table below shows how each asset class has performed over 
ten years. It underlines the difficulty of consistently predicting which 
asset class will perform best and when. 

When viewing this data alongside your Investment timeline, 
you’ll see how much your choice of asset classes might affect 
your ability to achieve your short, medium and long term goals. 
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1Yr to Q3 2000 23.9 9.6 12.6 7.5 60.0 6.2

1Yr to Q3 2001 -28.5 -20.8 7.3 6.3 -17.2 5.6

1Yr to Q3 2002 -23.4 -20.8 9.9 8.9 6.1 4.2

1Yr to Q3 2003 20.4 16.7 10.3 2.7 5.9 3.8

1Yr to Q3 2004 7.6 15.7 17.1 3.8 34.4 4.4

1Yr to Q3 2005 23.5 24.9 17.6 8.2 29.2 4.9

1Yr to Q3 2006 8.9 14.7 20.7 3.7 -25.3 4.7

1Yr to Q3 2007 13.3 12.2 7.3 0.6 4.1 5.7

1Yr to Q3 2008 -14.4 -22.3 -18.1 6.8 28.8 6.2

1Yr to Q3 2009 12.0 10.8 -19.3 11.2 -38.2 2.5

1Yr to Q3 2010 9.5 12.5 22.6 7.3 5.8 0.7

1Yr to Q3 2011 -4.0 -4.4 8.7 7.8 4.1 0.8

= Best Performing = 2nd Best Performing

= 3rd Best Performing = 4th Best Performing

= 5th Best Performing = Worst Performing

Source:  Lipper November 2011. 
Bid to bid total basis with income re-invested.

THE FUNDAMENTALS OF INVESTING: ASSET ALLOCATION
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asset, forcing up the price and consequently lowering the future 
return potential. 

Risk Management

Managing risk within an Investment portfolio is essential. 
Financial Advisers build Investment portfolios that they can 
tailor to Investors’ risk requirements and return expectations. 
This allows people to invest with the confidence that they 
will achieve each goal on their Investment timeline. Many 
Financial Advisers use respected academic theories to build 
portfolios tailored to Investors’ goals. These solutions provide 
the optimum mix of assets to ensure individuals receive the 
highest possible return for the level of risk they are willing and 
able to accept. 

In 1990, Harry Markowitz, a pioneer of Investment theory, 
received a Nobel Prize. His work introduced a concept 
known as Modern Portfolio Theory (MPT). MPT introduced a 
new way to construct Investment portfolios. It showed how 
Investments can be blended to reduce a portfolio’s overall 
risk. Most portfolios feature a range of different asset classes. 
That’s because asset class values do not necessarily rise and 
fall together. For example, in 2011, although Equities fell by 
3.47%, Gilts rose by 15.57% (Source: FE Analytics annual 
returns to 31/12/2011).

How the Asset Classes have performed 

When discussing risk and return, return is the gain or loss produced 
by an Investment. The more variable the returns from an asset class 
have been historically or the more uncertain the projections for its 
future returns are, the more risky it is. We use ‘standard deviation’ 
(also called “volatility”) to measure the historic variability of different 
asset classes and use this as a guide to risk. The relationship 
between risk and return can be summarised as:

•  Low risk – less volatile asset classes generally 
have lower returns, be they gains or losses.

•  High risk – more volatile asset classes may 
experience large gains or large losses.

Over the past 20 years, as for the bulk of the last century for 
which we have data, asset classes’ return ranking has tended to 
correspond to their risk ranking. If returns are generally positive, 
the highest risk asset classes tend to have performed best, while if 
returns are generally negative, the lowest risk asset classes are likely 
to perform less badly than higher ones. However, over time periods 
where returns have fluctuated, there may not be a sequential pattern 
of returns rising as risk increases.

This association of risk and return is to be expected: if high returns 
for low risk were on offer, lots of Investors would flock to buy the 

if high returns for low risk were on offer, lots of Investors would flock to buy the asset, 
forcing up the price and consequently lowering the future return potential.
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Portfolio Performance

The remarkable effect of combining different Investments is inherent 
in every portfolio created. As highlighted in the graphs, below, 
the portfolio investing 100% in Equities produced a strong 
annualised return of 7.92% a year. However, it also had the highest 
risk of 18.10% measured by volatility. The Gilt portfolio produced 
the lowest return at the lowest risk. The effect of Modern Portfolio 
Theory is obvious in the returns from the combined portfolio. 

The portfolio comprising 50% Equities and 50% Gilts produced 
an average return of 7.82%. This return is slightly lower than the 

7.92% of the Equity-based portfolio and the underlying volatility has 
dropped significantly by 44% from 18.10% to 10.05%. Within the 
fourth portfolio, which includes Property, there is a striking change in 
risk. With a return of 7.60%, risk measured by volatility reduced to 
8.07% – an impressive 54% lower than the 100% Equity portfolio. 

Modern Portfolio Theory shows that combining assets in different 
proportions enables Investors to manage risk in their portfolios. 
For any given level of risk, the potential for return can be optimised.

Nicola Robinson 

Corporate 
Communications 
Manager

Parmenion 
Investment 
Managers

THE FUNDAMENTALS OF INVESTING: ASSET ALLOCATION
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Many of those who retire with DC pensions, 
particularly those with modest pots, have 
little choice but to purchase an annuity. 
Current market conditions, low interest 
rates and increasing life expectancy have 
led to annuities being perceived as offering 
poor value for money.

On 19 March, the Chancellor announced 
radical changes to pension tax rules for 
members of DC pensions with effect from 

April 2015, with a package of interim 
changes taking effect from 27 March. 

The Government wants to give members 
of DC pensions complete freedom in their 
retirement choices, offering such individuals 
the ability to decide how to take benefits that 
best suits their circumstances. 

As proposed, those reaching age 55 from 
April 2015 (age 57 from 2028) will be given 

full access to their DC pension funds rather 
than being forced to buy an annuity. It will still 
be possible to take up to 25% of any unused 
funds as a tax free lump sum, but individuals 
will then have a number of options available 
in respect of the remaining funds:

•  To buy an annuity

•  To take the entire DC pension savings 
as a lump sum, subject to income tax 

In recent years the Government has focused its attention on the accumulation phase of 
pensions, with auto-enrolment expected to lead to many millions of individuals saving more 
for retirement within defined contribution (DC) pensions. The Government has now turned 
its sights to the way retirement benefits can be taken from these types of schemes.

Budget
2014
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at their highest marginal rate in the year  
of withdrawal

•  Withdraw part (without limit) of their DC 
pension savings whenever they wish, 
again, subject to income tax at their highest 
marginal rate in the years of withdrawal.

It’s intended that the existing maximum 
income drawdown limit will be abolished 
in April 2015 and there will be no further 
distinction between capped and flexible 
drawdown. The Government is also to 
revise the tax charge on drawdown funds 
payable as lump sum on death, currently 
set at 55%, which it has acknowledged as 
being too high.

This new benefit flexibility is proposed only 
for those individuals with DC pensions and 
the Government looks set to move quickly 
to ban transfers from unfunded public 
sector defined benefit (DB) schemes into 
DC schemes to avoid a strain on the public 
purse. The Government is consulting on 
whether to impose a similar ban on funded 
private sector DB schemes. 

Individuals should be aware that the more 
they withdraw, the more likely it is that their 
fund will run out and that taking more of 
the pot, earlier, will accelerate when tax is 
paid. The Government believes the new 
single-tier state pension, which comes into 
force in April 2016, will mean individuals 
are unlikely to fall back on means tested 
benefits in retirement.

From April 2015, pension providers and 
trust-based schemes must guarantee to 
offer free, impartial, face to face guidance to 
individuals at the point of taking retirement 
benefits. The guidance will not be classed 
as ‘advice’, although one outcome from 
such guidance may be for individuals to 
seek regulated financial advice. As it stands, 
this guidance would be offered ‘per pot’. 
However, those with multiple pension pots 
or a mixture of pension and non-pension 
assets will almost certainly want detailed 
help with their total assets. 

The Government is consulting on the April 
2015 proposals until 11 June 2014, but 
mainly on points of detail and no major 
change of policy direction is expected. In the 
meantime, before the new rules commence, 
a number of interim changes have been 
introduced from 27 March, including:

•  The maximum income drawdown limit for 
capped drawdown rises to 150% (from 
120%) of the equivalent annuity, from 
the start of the next drawdown year on or 
after 27 March 

•  Those individuals with £12,000 
of secure regular pension income 
now meet the ‘minimum income 
requirement’ for flexible drawdown, 
if their scheme offers this facility

•  Those with up to £30,000 (rather than 
previous £18,000) in pension funds now 
qualify to take all their funds as lump sum 
under trivial commutation rules from age 
60 (up to 25% of unused funds will be 
tax free)

•  Up to three sets of small pots up to 
£10,000 (each) can now be taken as a 
lump sum on the grounds of triviality from 
age 60 (up to 25% of unused funds will 
be tax free)

There’s widespread agreement that the 
April 2015 proposals will reduce the 
attractiveness of annuities for many. While 
some people may choose to take their entire 
pension pot in cash and suffer the resultant 
tax hit, it is likely there will be an increase 

in demand for drawdown, withdrawing 
income over a series of years at the most tax 
efficient times to avoid crossing into higher 
and additional rate tax thresholds. There’s 
also likely to be interest in other types of 
retirement savings products, for example 
those offering guaranteed levels of income 
for life to meet secure income needs.

Many questions will immediately spring to 
the minds of those affected. Will my existing 
scheme offer this new benefit flexibility 
(not obligatory) or will there be a need to 
transfer? When is the most tax efficient time 
to take benefits? In what form are benefits 
best taken? How do I protect what I’ve 
got? What level of guaranteed income do 
I need? and so on. And in the immediate 
term, individuals who are considering their 
retirement options right now need to ask 
themselves if it’s better they delay their 
decisions until after April 2015 when this 
new retirement flexibility will be available. 

The April 2015 proposals for DC pensions 
are very positive and should be welcomed, 
but it will be more important than ever that 
individuals engage early and seek financial 
advice to get ready for their retirement, 
taking into account a wide and expanding 
range of retirement benefit choices. 

Martin Haggart

Technical Development 
Manager (Pensions)

Aegon

The Government wants 
to give members of 
DC pensions complete 
freedom in their 
retirement choices.

BUDGET 2014
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Flexible 
Drawdown
– providing a new perspective on retirement.

Did you know that flexible drawdown could offer you a wider 
range of financial and tax planning opportunities?
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Assuming you’ve met the Minimum Income Requirement (MIR) of 
£12,000, drawing a retirement income over a number of tax years 
(rather than all in one go) could be a very tax efficient option.

For example, consider the case of Mr Townsend, aged 60 who has 
secured pension income during the current tax year (2014/15) 
of £12,000 – enough to now satisfy the MIR.

He has an additional pension fund (after taking his tax free cash) 
of £100,000 – this is what he would use for flexible drawdown. 
Taking the full amount during the current tax year might mean 
paying some tax at the higher 40% rate. But by taking the 
£100,000 over a number of years (and therefore staying below 
the threshold for 40% tax) means some significant tax saving.

For the purposes of this calculation, let’s assume that tax rates and 
allowances remain as they are now for the next five years.

1.  Taking the flexible drawdown income all  
during this tax year.

So let’s look at how much tax would be payable over the next five 
years if Mr Townsend takes all of his flexible drawdown income 
in the tax year 2014/15, including tax on the secure income 
(£12,000) over the next five years, to make a valid comparison. 
For simplicity we are assuming that Mr Townsend has no other 
taxable income.

Tax payable in each tax year

In this scenario Mr Townsend receives a total of £160,000 of 
income, £60,000 of secure pension income taken as £12,000 
a year (to meet the MIR) and £100,000 of flexible drawdown 
income this year.

2.  Spreading the flexible drawdown income evenly  
over the next five tax years.

So let’s now look at how much tax would be payable over the next five 
years if Mr Townsend takes the flexible drawdown income evenly over 
that period, again assuming he has no other taxable income.

In this scenario Mr Townsend receives a total of £160,000 of 
income, £60,000 of secure pension income taken as £12,000 a 
year (to meet the MIR) and £20,000 of flexible drawdown income 
during each of the five years.

Tax payable in each tax year

That is an income tax saving of £16,427 achieved by spreading 
income over a five year period.

Clearly, the longer the time period over which income is spread, 
the lower the overall tax bill. However, this example highlights how 
with sensible planning great outcomes can be achieved.

Tax Year 2014/15 2015/16 2016/17 2017/18 2018/19

Secure income £12,000 £12,000 £12,000 £12,000 £12,000

Flexible drawdown 
income

£100,000 Nil Nil Nil Nil

Total income £112,000 £12,000 £12,000 £12,000 £12,000

Tax bill £36,827 £400 £400 £400 £400

Total Tax Payable £38,427 (24.01%)

Tax year 2014/15 2015/16 2016/17 2017/18 2018/19

Secure income £12,000 £12,000 £12,000 £12,000 £12,000

Flexible drawdown 

income

£20,000 £20,000 £20,000 £20,000 £20,000

Total income £32,000 £32,000 £32,000 £32,000 £32,000

Tax bill £4,400 £4,400 £4,400 £4,400 £4,400

Total Tax Payable £22,000 (13.75%)

Stuart Bate MSc

Business Development 
Manager  
(Strategic Partnerships)

LV= Retirement Solutions

Taking the full amount during the current tax year might 
mean paying some tax at the higher 40% rate.

FLEXIBLE DRAWDOWN – PROVIDING A NEW PERSPECTIVE ON RETIREMENT.
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The stealthiest 
of them all?

INHERITANCE TAX:

THE FINANCIAL CONDUCT AUTHORITY DOES NOT REGULATE TAXATION AND TRUST ADVICE
16
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There are famously two certainties in 
life: death and tax. Neither are things we 
like to think about much, but perhaps 
it’s the combination of the two – 
Inheritance Tax (IHT) – that we give the 
least thought. We’ve long had “stealth 
taxes” which are so called because they 
go relatively unnoticed. But inheritance 
tax could be the stealthiest of all taxes. 
That’s because your potential tax bill can 
grow unnoticed each year, and the final 
bill won’t be known in your own lifetime. 

Just how stealthy is  
inheritance tax?

Inheritance tax is charged at a rate of 
40% on the value of your estate that is 
above the current threshold amount of 
£325,000 for individuals. For married 
couples, they can potentially combine 
their thresholds to £650,000 when 
leaving money to their dependents.  
So you might think that the threshold 
amounts are pretty high and that you  
(or rather your dependents) will not 
need to pay inheritance tax. However,  
in spring 2014 the average London 
house price reached £362,699 1,  
so based on this alone many will  
already be above the threshold and 

1.  NATIONWIDE HOUSE PRICE INDEX, Q1 2014 – HTTP://WWW.NATIONWIDE.CO.UK/~/MEDIA/MAINSITE/DOCUMENTS/ABOUT/HOUSE-PRICE-INDEX/Q1_2014.PDF

2.  CHESTERTON HUMBERTS, 2013 – HTTP://WWW.CHESTERTONHUMBERTS.COM/GLOBAL/CHESTERTON_HUMBERTS_PROPERTY_FORECAST_2014-2018.PDF

could have a potential inheritance tax bill 
of just over £15,000.

But with predictions that the London 
housing market is growing on average by 
9.7% per year2 for the next few years, and 
the tax threshold frozen at £325,000 until 
at least 2018, then according to our IHT 
calculator the IHT bill could be five times 
higher at just over £80,000 by 2018.

What does it mean for me?

Of course, everyone’s circumstances are 
different. For example, you may not have 
an IHT bill, today. But this shows that 
circumstances can change in a short 
space of time, and a small bill could grow 
very quickly into a large bill. So if you 
have dependents, then it might be worth 
giving some thought to how much of your 
hard earned money they could be left with 
after the tax man has taken his share. 

There are also a number of things you can 
do to reduce your potential IHT bill, such 
as gifting money to your dependents while 
you are alive, or taking out a Whole of Life 
insurance policy that will pay out a cash 
lump sump when you die to help offset 
any potential IHT bill.

What next?

There are a number of calculators 
available, like PruProtect’s IHT 
calculator, that can help estimate 
what your IHT bill could be, and how 
it can change over time. If you think 
you might be liable to IHT then it’s 
important to consider independent 
financial advice to understand what 
your options are in helping you protect 
your wealth for your dependents. 

Richard Purcell

Head of Technical Marketing 

PruProtect

That’s because your potential tax bill can grow  
un-noticed each year, and the final bill won’t be  
known in your own lifetime. 
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LEADING INDICATORS

 

United Kingdom Stock Markets 3 months 6 months 1 year
FTSE 1001 5.45% 3.78% 7.63%

FTSE 2501 1.43% 5.30% 15.34%

FTSE All Share1 4.70% 3.99% 8.92%
Source: Financial Express Analytics 8 May 2014

American Stock Markets 3 months 6 months 1 year
NASDAQ 1001 -0.60% 5.16% 19.92%

S&P 5001 5.03% 7.14% 17.47%
Source: Financial Express Analytics 8 May 2014

European Stock Markets 3 months 6 months 1 year
CAC 401 6.11% 4.72% 13.54%

DAX1 1.52% 4.05% 15.90%

DJ Euro Stoxx1 6.70% 6.42% 17.42%
Source: Financial Express Analytics 8 May 2014

Other Stock Markets 3 months 6 months 1 year
Hang Seng1 1.39% -3.47% -2.68%

MSCI Emerging Markets1 4.76% 1.20% 2.24%

Nikkei1 -2.06% 0.55% -0.85%
Source: Financial Express Analytics 8 May 2014

Gilts 3 months 6 months 1 year
FTSE British Government 10 – 15 years1 1.34% 2.97% -3.98%

Source: Financial Express Analytics 8 May 2014

Property 3 months 6 months 1 year
Halifax Property Index1 1.43% 3.06% 7.27% 

IPD UK All Property1 2.70% 7.56% 13.39%
Source: Financial Express Analytics 8 May 2014

Savings 3 months 6 months 1 year
Moneyfacts Instant Access1,2 0.16% 0.33% 0.67%

Moneyfacts 90 days notice1,3 0.20% 0.41% 0.85%
Source: Financial Express Analytics 8 May 2014

Inflation  
UK Consumer Price Index 1.43%

Source: Financial Express Analytics 8 May 2014

Interest Rates  
Bank of England 0.50%

Source: Financial Express Analytics 8 May 2014

Notes

1  Gross return Bid-Bid, annualised  
(ending 8 May 2014)

2  Moneyfacts Average of instant access accounts,  
£10,000 invested, total return, gross

3  Moneyfacts Average of 90 day notice accounts, 
£10,000 invested, total return, gross.

19



• The articles in this publication are for information purposes only. They do not intend to address your individual requirements and therefore no person or corporation 
should act upon the information without seeking professional advice • The value of investments can fall as well as rise and you may get back less than the amount 
you invested • Levels, basis and reliefs of taxation are subject to change • Your Financial Adviser might not be able to advise on all the products mentioned in this 
magazine and you may need to seek the advice of other specialist professional advisers for which there may be an additional cost.

Taylor Burke Partnership is an appointed representative of CAERUS Financial Limited, Building 120, Windmill Hill Business Park, Swindon SN5 6NX which is authorised and regulated by the Financial Conduct Authority.

We are always delighted to hear from you, to contact us please phone or email:

Call us on: 0845 603 3288   Send us an email to: info@taylorburke.co.uk
Address: Whelan House, 30 Marlborough Road, St Albans, AL1 3XQ
www.taylorburke.co.uk


