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All 

Custom Union to make Britain poorer 

Britain’s economy will be around 3% poorer over the long term if it leaves the European 

Union and retains a customs union with the bloc, the option favoured by the opposition 

Labour Party, academic forecasters predicted this week. The National Institute of 

Economic and Social Research (NIESR) said the long-run loss after 10 years, compared 

to staying in the EU, would be equivalent to around 800 pounds per person per year. 

The main driver is that leaving the EU for a customs union will make it more costly for 

the UK to trade with a large market on our doorstep, particularly in services which make 

up 80% of our economy. A customs union would allow goods to flow across the border 

more easily than if Britain left the EU with no deal at all, but it would not guarantee 

frictionless trade and would limit Britain’s capacity to strike its own free trade deals.  

NIESR’s report did not look at the option favoured by Prime Minister Theresa May, which 

would see a looser EU trading relationship than a customs union. 

 

All 

Tax implications of an ageing population 

Taxes will keep rising for years to come to cover the cost of caring for Britain's ageing 

population, Philip Hammond has warned. Despite success in the long battle to defeat the 

budget deficit, the Chancellor said the tax burden - already its highest in more than 30 

years - will rise further. Higher earners in particular should brace for a bigger bill to HM 

Revenue and Customs as Mr Hammond said “grumbling” from the rich should be taken 

as a sign of success. “The trick in any tax system is to get the balance right. If taxpayers 

who are paying large amount of tax weren’t grumbling, we wouldn’t have got it right,” 

he told MPs on the Treasury Committee. The tax-take last year hit 34.6% of national 

income, or gross domestic product, the Office for Budget Responsibility said. That was 

the highest level since Harold Wilson was Prime Minister in 1970 reflecting the 

inescapable reality that as the population ages, the pressure on public services and 

spending increases. 

  



 

 

 

All 

House prices up or just erratic? 

House prices are up 5% over the past year, according to Halifax, which recorded a 

dramatic jump in property inflation last month. But the lender said the property market 

remained 'subdued', as experts cautioned that Halifax's house price index was continuing 

its erratic 2019. Annual house price growth leapt from 2.6% in March, with Halifax 

reporting that the average UK home cost £236,619 in April - some £16,195 more than a 

year earlier. April also marked the 10-year anniversary of the house price low following 

the financial crisis. Property prices have risen £81,956, since April 2009 when the 

average price was £154,663. Halifax said the sharp 5% annual rise recorded in April was 

down to a comparison with 'particularly low' growth in house prices last year.  The 

lender's figures found prices also grew 1.1 % last month, reversing a fall of 1.6% in 

March, which was later revised down to 1.25%. Highlighting the index's volatility, that in 

turn followed a record 5.9% house price bounce in February. The index has seen a 

weaker pace of growth over the last three years, which is consistent with the easing of 

transactions volumes and housing market activity reflected in RICS, Bank of England and 

HMRC figures. Estate agents have said that the property market has picked up since the 

gloomy end of 2018, with buyers attracted by the more keenly priced properties that 

have been put up for sale as the Brexit saga rumbles on. Experts were quick to blame a 

lack of supply and low mortgage rates for supporting prices, however, rather than any 

underlying strength in the property market. 

 

Saver / Investor 

Outflows continue from UK funds 

Outflows from UK open-ended funds continued in March, with investors pulling out £5 

billion continuing the negative trend seen over the last 12 months. The total outflow for 

these UK-domiciled funds is now set at nearly £30 billion since April 2018. According to 

research by Morningstar, Brexit is causing noise in flow data as investors move assets 

from UK-domiciled funds to Luxembourg – or Ireland – domiciled equivalents. UK and 

European equity markets are also particularly out of favour with investors, who withdrew 

£1.3 billion from these in March. As the previous Brexit deadline loomed, March did see 

money market funds preferred by investors over other asset classes, as they bucked the 

trend of outflows for the month. Given the uncertainty about Brexit, it is no surprise that 

investors have chosen to move assets into lower-risk funds. More positively, money 

market funds saw inflows of £555 million throughout the month. Fixed income also had 

inflows of £337 million, offering the only ray of light at an otherwise gloomy time for 

long-term investment funds. 

  



 

 

 

Retiree / Estate Planner 

Equity Release reaches record numbers 

Last year, a record £3.94bn was raised by 83,000 homeowners over the age of 55. Yet 

the figure could surpass £5bn in 2019 after figures released this week by the Equity 

Release Council showed the strongest start to any year on record. Harnessing the huge 

appreciation in property prices might be filling the pensions gap for older generations, 

but it can also dash the inheritance hopes of the next — and politicians are also eyeing 

housing equity as a means of funding social care. Although Equity Release rates are 

coming down, experts point out that it’s important to be aware that these rates are still 

very high compared to both traditional mortgages, and also the Bank of England base 

rate (the rate at which it charges lenders when they borrow money). Along with high 

interest rates, some products have high arrangement or exit fees, and generally offer a 

bad deal. 

A lifetime mortgage can end up costing more than three times what you borrow after 20 

years, according to calculations from consumer group Which? In the worst-case 

scenario, you could even end up owing more than the value of your house, though 

reputable providers have a “no negative equity” guarantee. Home reversion schemes 

can also be terrible value, with some demanding more than 70% of your home’s value 

for just a 20% advance. It’s also worth being aware that if you release equity from your 

home, you may not be able to rely on your property wealth later in life to fund long-term 

care or pass on an inheritance. As ever, If you are considering equity release, make sure 

you seek independent financial advice. 

 

Saver / Investor / Retired / Property Owner 

The buy-to-let tax squeeze 

Landlords of UK buy-to-let property have responded to the government squeezing their 

returns by selling assets, triggering a bumper 18.6% rise in capital gains tax payments. 

Data released by HM Revenue & Customs this week revealed the CGT tax take hit a 

record £9.2bn in the 2018-19 financial year, up from £7.8bn in the previous 12 months. 

CGT applies to gains made from the sale of assets such as second properties and stocks 

and shares. All taxpayers have an annual CGT exemption of £12,000. Above this 

amount, lower-rate taxpayers pay 10% on capital gains and higher and additional rate 

taxpayers pay 20%. However, people selling second properties pay CGT at 18% if they 

are a basic rate taxpayer or 28% if a higher or additional rate taxpayer. Analysts 

attributed the hefty rise in CGT receipts to property taxes changes in the past two years 

that have led buy-to-let landlords to sell assets. Landlords are, in effect, being caught in 

a very effective pincer movement from the taxman. From one side the higher rate tax 

relief on mortgage interest is gradually being phased out and making letting out 

properties less profitable. From the other side, landlords looking to sell buy-to-let 

properties are being squeezed with an extra 8% capital gains tax. 



 

 

 

Employer / Employee 

The loan charge problem 

In a report recently released by Contractor UK, it was revealed that 69% of UK 

contractors have admitted that HMRC’s retrospective loan charge is having a detrimental 

effect on their mental health. The loan charge relates to disguised remuneration 

schemes, whereby workers were paid via loans rather than salary, and, as a result, did 

not pay income tax on their earnings. From Friday 5 April, the 50,000 contractors who 

previously avoided NI and income tax using schemes that paid them largely in loans now 

face charges. A matter of contention is that while contractors are expected to pay the 

full amount, the companies that advertised these loans will receive no penalty. Over half 

(56%) feel that these companies should, at least in part, pay the charges contractors 

have been faced with. Many commentators believe the current plan will potentially put 

people out of their homes and, worse than that, the loan charge has been allegedly 

linked to a number of reported suicides. While the suggestion of an increase in the 

number of suicides is purely alleged, it is undeniable that pressure from HMRC is causing 

significant strain for a sector already struggling in this current climate. In fact one 

watchdog probing HM Revenue & Customs over the suicide of a person facing the 

controversial loan charge has recommended the tax authority carry out further 

investigation. 

 

 

 

 

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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