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The story so far

A recent Organisation for Economic Co-operation
and Development (OECD) outlook, cautioned, ‘as
restrictions begin to be eased, the path to economic
recovery remains highly uncertain and vulnerable
to a second wave of infections. With or without a
second outbreak, the consequences will be severe
and long-lasting.’ With business activity frozen
in many sectors, confidence has understandably
been undermined.
With lockdowns now easing in some regions and
economies beginning to reopen, many major
indices have rebounded from the lows reached in
March as the pandemic took hold.

On home shores
In the UK, recent ONS data highlighted the UK economy contracted in April by 20.4%,
the largest monthly contraction on record. The OECD data showed the UK is likely to be
one of the hardest hit major economies due to its service-based nature. The Bank of
England’s Monetary Policy Committee (MPC) recently increased the size of its bondbuying programme to help fight the coronavirus-induced downturn. The MPC expressed
in their minutes, that the fall in global GDP in Q2 will be less severe than expected and
there are signs that services output and consumer spending are picking up.

Other regions
As concerns about a second spike of infection surfaced in the US in June, Steven Mnuchin,
US Treasury Secretary, ruled out shutting down the US economy again. International
Monetary Fund data for the 19-country Eurozone, revealed growth across the bloc
contracted by 3.8% in Q1. As lockdown measures eased, European markets have rallied,
but should there be a 'second wave' of Covid-19 infections it will dampen optimism.
Output in China contracted during Q1, the first recorded contraction since at least 1992.
Chinese authorities will not be establishing growth targets this year. The country faces
significant challenges, with a struggling economy and rising international hostility.

Uncertain times, keep talking
Uncertainty surrounds the future spread of the virus and the success of efforts to
develop a vaccine and therapies to counter it, making it challenging to predict the path
for the global economy.
A well-defined investment plan, that considers your personal circumstances, can help
you weather market storm. Volatility is a timely reminder to keep your investments
under regular review. We want to reassure you that we understand the challenges you
may face and are here to support you.

The value of investments and any income from them can fall as well as rise and you may
not get back the original amount invested.
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Little did we know, as we entered
a new decade, what was in store
for the global economy in 2020.
Around the globe, the Covid-19
pandemic has inflicted a huge
human cost. The response,
and the measures to reduce the
spread of the virus have inevitably
had a significant impact on global
economic activity.

Pensions

Are you approaching
retirement?
Since pensions freedoms were introduced in 2015, there are many more options available to
retirees. Sudden retirements used to be the norm. People would stop work completely one
day and be fully retired the next, perhaps receiving a regular income from an annuity. It is
now possible to take a more gradual journey into retirement - making use of this flexibility in
how you draw funds could be sensible in times of uncertainty.

Consider your timescales
If your planned retirement is 5 to 10 years away, there is a reasonable time for your savings to
recover from the recent market volatility, but you should still take action:
— Review your retirement age.
— Consider increasing your pension contributions.
— Talk to us about your attitude to risk and appropriate fund switches.
If you have less than five years to retirement, your pension pot may not have been exposed to
market volatility as much as you think. You may have benefited from a lifestyle option on
your pension which is designed to ‘lock in’ investment growth as you approach retirement,
by switching funds to less risky assets. This option is not suitable for everyone, particularly if
you intend to keep your pension pot invested and use income drawdown to give you an
income in retirement.
If you are retiring this year and your pension pot has taken a hit, you could consider delaying
retirement until markets recover, but this may not be an option for everyone.

Advice is key
One of the biggest risks in uncertain times is to act in haste and make rash decisions.
Getting financial advice is crucial in making the right decision. We can help you consider all
your options, including reviewing whether any other assets could be used to provide an
income, so that your pension stays untouched.

The value of investments and any income from them can fall as well as rise and you may not
get back the original amount invested.
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If you are nearing retirement, you
may have been particularly worried
about the impact of recent market
volatility on your pension assets and
perhaps you are reassessing your
retirement plans. There are several
things to consider if you are planning
to retire, which will depend very much
on your own circumstances.

2020/21

tax year know your numbers
Here are a few figures worth knowing:
Personal taxation
At the Budget, the Chancellor’s main change to personal taxation was an increase in the
National Insurance threshold to £9,500, which will save most workers around £100 each year.
The Personal Allowance was frozen at £12,500, while the £50,000 higher-rate threshold remains
unchanged in parts of the UK where Income Tax is not devolved.

Pensions
One of the key attractions of paying into a pension is the tax relief available, 20% for basic rate
taxpayers, 40% for higher rate and 45% for additional rate taxpayers. The Annual Allowance for
pensions in the 2020/21 tax year remains at £40,000.
From 6 April the Annual Allowance will begin to taper for those who have an income above
£240,000 – the £200,000 allowance plus the £40,000 you can save into a pension. It means that
for every £2 of adjusted income that goes over £240,000, the Annual Allowance for that year
reduces by £1. The minimum Annual Allowance reduced from £10,000 to £4,000, affecting those
with an income over £300,000.
The Lifetime Allowance – the maximum amount you can have in a pension over a lifetime –
increased on 6 April to £1,073,100. Increases to State Pensions since 6 April see the new
single-tier State Pension rising to £175.20 and the older basic State Pension increasing to
£134.25 per week.

Savings landscape
A major announcement for savers at the Budget was a substantial increase in the JISA (Junior
Individual Savings Account) allowance and Child Trust Fund annual subscription limit from
£4,368 to £9,000. The ISA (Individual Savings Account) allowance, including the Lifetime ISA
allowance if used, was left unchanged at £20,000. ISAs represent a tax-efficient way of saving or
investing and the JISA is a great way of building up funds for your child.

IHT thresholds
For individuals, the current IHT nil-rate threshold is £325,000, and £650,000 for a married
couple or civil partners. Beyond these thresholds, IHT is usually payable at a rate of 40%. The
main residence nil-rate band, which applies if you want to pass your main residence to a direct
descendant, increased to £175,000 on 6 April.

Planning pays
Tax planning involves taking sensible steps to reduce the amount of tax you pay. Whilst
tax-efficiency can play a vital part in successful saving and investing, it’s important not to make
it the sole driver of your savings or investment decisions, or to steer you away from achieving
your core goals.
The value of investments and any income from them can go down as well as up and you may not get
back the original amount invested.
HM Revenue and Customs practice and the law relating to taxation are complex and subject to
individual circumstances and changes which cannot be foreseen.
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Whilst we would all probably
agree that paying tax goes towards
providing the important services
we all rely on, no one needs to end
up paying more than their fair share.
Each year, the government announces
the tax allowances and exemptions
that we are entitled to and it makes
sense to maximise their use in
meeting our individual financial goals.

