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Saver / Investor / Employee / Employer 

Pension fund fee caps 

A growing number of advisers and financial planners are introducing self-imposed fee 

caps as regulatory pressure forces a sharper focus on portfolio costs. Research published 

at the end of 2017 found controlling investment fees is one simple way investors can 

improve their net returns; the simple theory being that paying less for funds leaves a 

bigger net return. It said that while no quantitative factor alone can ensure 

outperformance, low cost continues to be the most effective quantitative filter that has 

been shown, with some consistency, to improve performance. The introduction of Mifid II 

last year has forced asset managers to be more transparent on fees. Asset managers 

have been reducing fund costs, while wealth managers, IFAs and financial planners have 

made strides to lower the cost of portfolios to end clients. Passive strategies have 

subsequently started to become the core of some portfolios to lower headline costs, but 

some advisers are going further and implementing self-imposed investment fee caps. 

However, The Association of Investment Companies has recently said pension rules 

designed to bear down on workplace pension investment costs discriminated against 

investment companies that can produce higher returns but come with higher charges or 

performance-related fees. 

 

Saver / Investor 

Question marks over the sustainability of dividends on UK stocks 

For dividend investors with exposure to the UK stock market, the first quarter proved yet 

another bountiful period as recent data from Link Asset Services showed. Shareholder 

rewards in that period hit fresh record highs of £19.7bn, but the financial services firm’s 

UK Dividend Monitor report showed not all London-quoted shares are equal. In 

particular, the survey showed that stocks from the FTSE 100 embarrassingly outshone 

the mid-caps during quarter one as, after excluding the effect of exchange rates and 

supplementary dividends, payouts from the Footsie rose 2.6% in the three months to 

March. Mid-cap payouts, by comparison, fell by 2.5%. There’s plenty of reason to expect 

some of the FTSE 100’s big hitters to continue impressing as 2019 progresses and 

probably beyond too. However, some commentators warn that dividend growth is 

slowing and company profits may peak this year. 

  



 

 

 

Saver / Investor / Employee / Employer /Retiree 

Lifetime ISA and other retirement considerations 

One of the first things you should do if you’re serious about saving for retirement is open 

a tax-efficient savings/investment account that’s designed for retirement saving. Some 

of the options available to consider are the Personal Pensions, the Stocks & Shares ISA 

(Individual Savings Account), and the Lifetime ISA. All of these accounts enable you to 

hold a broad range of investments including stocks, funds, and ETFs while sheltering 

capital gains and income from the tax man. With cash ISA’s only holding cash, low 

interest rates and the impact of inflation over time reduce the potential suitability for 

long term retirement planning. 

Even if you have a workplace pension in place, opening a SIPP or an ISA to save a little 

more for retirement could turn out to be a great move in the long run. Next, look to take 

advantage of the generous bonuses that the government is handing out to those who 

are willing to save for retirement. So, for example, the SIPP comes with 20% tax relief 

for basic-rate taxpayers. This means if you pay in £800, your contribution will be topped 

up by HMRC to £1,000. Similarly, the Lifetime ISA also comes with attractive bonuses. 

Pay in £1,000 and you’re account will be topped up to £1,250. Finally, spend some time 

thinking about your asset allocation. This is the mix of different assets in your portfolio. 

This step is really important as it will have a big impact on your overall returns. For 

example, if 90% of your money is sitting in cash earning 1%, your wealth isn’t going to 

grow at a high rate. 

Past performance is no guarantee to future returns and you may get back less than 

invested.  

 

Retired / Estate Planner 

Long term care concerns 

Baby Boomers are those born in the post-war period between 1946 and 1964. Many are 

now reaching retirement, with the final members turning 55 this year. They are the last 

generation to receive ‘gold-plated’ final salary pension schemes and have been the 

major beneficiaries of the housing boom. However, research showed that nearly four in 

ten (39%) of this generation say concerns over future care costs will hold them back 

from spending more in retirement. Three in ten (30%) say ensuring they have enough 

money for care costs is important to them. In spite of various attempts to address the 

cost of care, most people are still responsible for picking up the tab for care costs, which 

can be as much as £50,000 per year for residential care. The average is £32,344. The 

state will help for those whose income and asset fall below a specific threshold, currently 

between £23,250 and £28,000 depending on where you live in the UK. For those 

receiving residential care, assets include the family home unless a spouse or other 

dependents still live there. 

  



 

 

 

All 

Home insurance and the cost of loyalty 

Loyal home insurance customers who stick with the same provider for six years or more 

are driving the profits in the sector, analysis from Citizens Advice suggests. The charity 

said loyal customers are paying an average annual premium of £325 for their sixth year 

of insurance – nearly double that of new customers (£172). The latest research suggests 

that home insurance providers tend to make their profits from those customers who 

remain loyal for six years or more. But the Association of British Insurers (ABI) said that 

whether or not a firm makes a profit depends on “many factors” and companies have 

committed to review premiums charged to customers who have been with them for more 

than five years. It said after six years, a loyal customer could typically expect to have 

paid a total of £1,596 – £500 more than someone who spends every year as a new 

customer with their insurer, paying £1,032 on average. 

 

All  

Brexit boost to UK economy? 

The struggling UK economy is getting a boost from Brexit stockpiling. UK GDP grew 

0.3% in the three months to the end of February, the Office for National Statistics said 

last week. Economists polled by Reuters were expecting an expansion of 0.2%. 

Economists said the faster pace of growth was partly due to manufacturing businesses 

stockpiling materials and parts that would be harder to acquire if Britain crashes out of 

the European Union.  The Office for National Statistics said that it had seen evidence that 

manufacturers were engaged in stockpiling as the original Brexit deadline approached. 

Economists expect there was even more stockpiling last month ahead of the original 

Brexit date of March 29. Howard Archer, chief economic adviser to the EY ITEM Club, 

pointed to a survey that showed manufacturing activity spiked to its highest level in 13 

months in March. It got a substantial lift from producers and their clients stockpiling 

inputs and finished products at a record rate to guarantee their supplies in case of a 

disruptive Brexit. Contrarily KPMG raises the interesting point that whatever view 

businesses take of the UK’s decision to leave the European Union, they would have been 

forced to confront supply chain transformation sooner rather than later. And that may 

turn out to be a very positive thing. 

  



 

 

 

All 

HMRC questioned over IR35 

MPs have warned the UK government to pay close attention to the effect IR35 tax 

reforms will have on the private sector and questioned the efficacy of HMRC's status-

checking tool. Amid much controversy, the government rolled out changes to IR35 – or 

off-payroll working – rules in the public sector in 2017 and plans to do the same for the 

private sector in 2020. It shifts responsibility for determining tax status from the 

contractor to the business that hired them. The aim is to close loopholes that allow 

people working through personal service companies to avoid tax contributions, which the 

government says will cost some £1.3bn by 2023-24. However, the regulations has been 

widely criticised for being confusing, hard to implement effectively and linked to people 

leaving contracting jobs in the public sector. And in a debate in Parliament late last 

week, MPs said the government didn't appear to have learnt lessons ahead of the private 

sector rollout and had failed to incorporate them into an ongoing consultation. MPs 

warned that people were unlikely to go to HMRC for extra guidance, that poor application 

of the rules could damage contractors and the UK economy, and that it placed an extra 

burden on businesses recovering from the credit crunch and racing to prepare for Brexit. 

 

Saver / Investor / Retired / Estate Planner 

Probate rule change will see death tax on AIM shares 

Shares that investors believed to be completely tax-free on death will be hit with 

effective death duties under controversial new rules to increase probate fees by 3,770%. 

The change will mean the cost of applying for legal permission to wind up someone's 

estate will increase from the current flat fee of £250, or £155 with the help of a solicitor, 

to £6,000 for the largest estates. Smaller estates will pay less, based on a sliding scale, 

and estates worth less than £50,000 will pay nothing. The changes were expected to be 

introduced in the new tax year, but have been delayed. They will be brought in as soon 

as time is found to introduce them formally in the House of Commons. 

  



 

 

 

All 

Divorce reforms 

As reported in the wider press, the Ministry of Justice has announced ground-breaking 

changes to our current 50 year old divorce laws. Proposals for changes to the law are 

intended to reduce hostility for the family involved. They will include: 

 Retaining the irretrievable breakdown of a marriage as the sole ground for 

divorce 

 Replacing the requirement to provide evidence of a ‘fact’ around behaviour or 

separation with a requirement to provide a statement of irretrievable breakdown 

 Retaining the two-stage legal process currently referred to as decree nisi and 

decree absolute 

 Creating the option of a joint application for divorce, alongside retaining the 

option for one party to initiate the process 

 Removing the ability to contest a divorce 

 Introducing a minimum timeframe of 6 months, from petition stage to final 

divorce (20 weeks from petition stage to decree nisi; 6 weeks from decree nisi to 

decree absolute). 

 

 

 

 

The content of this newsletter is for information only. It does not represent personal 

advice or a personal recommendation and should not be interpreted as such. Please do 

not act upon any part of it without first having consulted an Independent Financial 

Adviser.  
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