
 

 
 

 

Technical Update  No. 42  7th October 2019 

 

 

Investor / Saver / Retired 

Avoiding online investment scams  

It is hard to get accurate data on the extent of pension fraud, but it is certainly a serious 

problem. Which.co.uk research showed that the average loss for those affected is 

£82,000. The factors it identified as making people vulnerable included accepting cold 

calls (23%); interest in pursuing high returns in esoteric investments (23%); gaining 

access to their pension early (17%); and seeking guaranteed returns (13%). These are 

definitely things to avoid however, there are other signs to help you spot fraudulent 

investments. Start by looking out for unrealistic returns or advisers pretending that risks 

don’t exist. No investment can avoid the constraints our global system places on 

investments. The highest return you can reasonably expect is 7 to 8% a year, but this 

means you will be exposed to 100% stock market returns. In a bad period, an 

investment such as this could fall by 30 to 50%. Anyone who promises you returns at 

this level or higher without high risk is probably lying. Next you should investigate the 

people. They should also appear on the FCA register as regulated individuals and their 

career history will be detailed. There are a couple of other shortcuts that can help you. A 

well-known and profitable company has a lot to lose from bad practice and is therefore 

unlikely to do it. Where there isn’t a recognised brand you can always ask to visit their 

office. You should expect to see an established operation and many full-time members of 

staff. Most fraudsters will either be very short-term operations where your money 

disappears with the people involved or they will be longer-term but offering unrealistic 

returns by using new money to pay off old investors (effectively a Ponzi scheme). If you 

can spot these signs you should be able to avoid most scams. 

  



 

Investor / Saver / Retired / Parent 

Don’t forget the Child Trust Fund 

When it comes to saving money, many people will chose to put some aside for their 

children’s future. However, a Child Trust Fund set up by the Government could mean 

children already have up to £1,000 in the bank. Although many will save money for their 

children’s future, one scheme means their child could already have up to £1000 in a 

Child Trust Fund.  This is a fund set up by the Government which automatically gives 

children a sum of money at different stages in their lives.  The money is deposited 

automatically and it can be claimed when children reach a certain age. On top of this 

basic payment, low income families received double payments each time and could have 

as much as £1000 saved per child. Even if parents did not open a Child Trust Fund 

account, they will still be able to access the money as the Government will have 

automatically opened the account and deposited the money on the child’s behalf. This 

benefit applies to all children born between 1 September 2002 and 2 January 2011 and 

only applies to those who are eligible for child benefit. The money is available to access 

when the child turns 18-years-old. At this stage, the savings can either be reinvested 

into a similar adult ISA or can be used to fund immediate expenses such as university 

fees. 

 

Investor / Saver  

Crypto crackdown 

Investigations into cryptocurrency firms by the UK Financial Conduct Authority (FCA) 

have surged by three-quarters this year, as the agency tightens the rein on the crypto 

sector. According to research from Pinsent Masons, an international legal firm, active 

investigations into cryptocurrency firms have surged to 87 companies in 2019 from just 

50 a year prior. The rise in investigations reflects the FCA’s increasingly hands-on and 

no-nonsense approach to enforcing the law in the cryptocurrency market. For 

cryptocurrency businesses acting lawfully these statistics will be encouraging – they 

want bad actors pushed out. The FCA’s crackdown on businesses operating on its 

regulatory perimeter will instil a degree of confidence that products reaching consumers 

are less likely to be scams. Still, crypto scams are incredibly prevalent, often ramping up 

within bull cycles as more eyes get drawn to the sector. It's become such an issue on 

Twitter that the platform recently launched a new policy to help shut down what they 

term, "money flipping schemes." This particular scam urges unsuspecting investors to 

send a relatively small amount of crypto in return for a much larger reward; with 

scammers often using a fake celebrity account as bait.  Incredibly, an estimate from the 

city of London police suggests that investors lose around £74,000 per day due to various 

cryptocurrency rackets. 

  



 

All 

House price growth lowest in six years 

House price inflation in the UK has stagnated since the Brexit vote amid ongoing 

uncertainty and political turmoil. In a signal of Brexit's negative impact on the housing 

market, September was the worst month for house price growth in the UK for more than 

six years, according to mortgage lender Halifax. After increasing by 1.8% year-on-year 

in August, house prices rose by just 1.1% last month. Month-on-month, house prices fell 

by 0.4% in September after growing by 0.2% in August. Not a single one of the UK's 

biggest cities saw annual property growth edge above 5% in August for the first time 

since 2012. According to a new index published by property website Zoopla, the market 

is in the process of adjusting to more realistic pricing. At the time of the referendum in 

2016, the Halifax index was indicating house price growth of about 8% a year. But with 

the economy largely struggling and the outlook highly uncertain, experts suspect that 

house prices will remain soft in the near term at least. 

 

Investor / Saver 

The march of ETFs 

Institutional investors have shown high preference for Exchange Traded Funds (ETFs) 

and Fund of Funds (FoF) over other category of mutual fund schemes in the past three-

four years. Of the total investments in ETFs and FoFs, at the end of August 2019, close 

to 93% has come from institutional investors and a meagre 7% from individual 

investors. Institutional investors include banks, insurance companies, Employees’ 

Provident Fund Organisation (EPFO) and other domestic institutions. As well as lower 

charges, at times when it is difficult to identify alpha or returns higher than the 

benchmark in active funds due to slowdown, investment in ETFs becomes a prudent 

choice. The European ETF retail market has long lagged its US counterpart. While there 

are no solid statistics on ETFs by client type, the consensus among industry players is 

that more than 80% of ETF assets in Europe are in the hands of private banks, wealth 

managers, pension funds, hedge funds, and other types of institutional investor. While 

the European retail investor community is relatively untapped by ETF providers, most 

agree they could play a key role in the growth of the market looking forward. 

Commentators think the major barriers to retail uptake in Europe have been education 

and technology. Both of these are slowly being broken down. 

  



 

Retired / Property Owner 

Continuing equity release fears 

Thousands of homeowners in their 50s used high-interest equity release loans last year 

to unlock cash from their properties. But experts have warned that interest payments 

could erode the total value of the properties leaving retirees unable to downsize and with 

no inheritance to pass onto children. The products are growing in popularity, but 

financial experts are concerned that people are accessing equity release too early and 

some are calling for the minimum age to be increased to 60 or higher. Although 

borrowers are given a table to show the exact amounts involved, many will not attach 

importance to this. It is only when they have died, and the family come along to find the 

inheritance is much reduced, that complaints will occur. Advisers encourage family 

members and potential beneficiaries to be involved from the outset to avoid this time-

bomb. With longer life expectancies, the time available for debts to increase is longer 

than it used to be so debts will be higher. 

 

All 

Stamp duty take down 

The Treasury's stamp duty haul has fallen by more than at any point in the past decade, 

as fears of Brexit continue to hit the struggling housing market. Stamp duty receipts 

from residential property fell by more than £900m in 2018-19 to £8.4bn, figures 

released by HM Revenue & Customs show a 10% decrease.  It marks the largest drop 

since the financial crisis decimated house prices in 2008 and follows on from almost 10 

years’ of steady increases.  It comes as house price growth has slowed to the lowest 

level in years, just 0.7% according to the latest figures from the Land Registry. Prices in 

the South East and North East have fallen by 2% and 2.9% respectively.  Purplebricks is 

calling on Boris Johnson to follow through on his Stamp Duty promises. Purplebricks says 

this would bolster the UK economy by £6bn and bring around 130,000 more homes on 

to the market each year. Johnson has previously said he would raise the Stamp Duty 

threshold – where it starts to be paid – from £125,000 to £500,000, and cut the highest 

rate of Stamp Duty from 12% to 7%. Almost a third (29%) of UK home-owners say 

Stamp Duty is the number one factor which would stop them from purchasing a new 

home, according to research commissioned by Purplebricks. If the proposed changes to 

Stamp Duty materialise, 90% of people moving home wouldn’t have to pay Stamp Duty 

and 15% more properties would come on to the market each year. Although Stamp Duty 

receipts would decrease by around £3bn there would be an overall net boost to 

government revenue of around £1bn due to associated spending and increased economic 

activity. 

 

  



 

Investor / Saver / Retired 

State pension age changes: MPs say Pension Credit should be extended to 

1950s women 

Women affected by the controversial state pension age increases should be entitled to 

access Pension Credit as compensation for the financial hardship they are facing, cross-

party MPs have said. Labour's Carolyn Harris and Tim Loughton, a Conservative MP, said 

they would not rest until we get justice for all women affected by these changes. It 

comes after two women who took the Government to court over the changes, which 

have increased women's state pension age from 60 to 65, lost their landmark legal fight. 

About 3.8 million women born in the 1950s have been affected by increases to the state 

pension age, which are aimed at equalising it with that of men’s. The retirement age will 

move to 66 for both sexes by 2020, ahead of further increases in the coming decades. 

The women claim they were not given adequate notice of the changes to prepare for 

extra years without their pension - although the Department for Work and Pensions 

(DWP) maintains they were "clearly communicated". The situation, the women say, has 

left them financially struggling in their early sixties, or having to work far longer than 

expected.  

 

Investor / Saver / Retired / Employer / Employee  

Pension allowance charges increase 

The number of savers hit by pension allowance charges has rocketed in the past year, 

new figures show. More than 37,000 people were hit with annual allowance charges in 

2017/18, double the number recorded in the previous year, according HM Revenue and 

Customs (HMRC). The data shows that 26,550 people have reported contributions worth 

£812 million over the annual allowance. This means that on average, those above the 

allowance face paying tax on an excess contribution of around £30,600. Pension experts 

have blamed the rise in breaches on the taper introduced in 2016. This meant that 

anyone earning over £150,000 had the amount they can save into a pension each year 

reduced. Twice as many people were hit with an annual allowance charge in 2017/18 

compared with the previous tax year, with hundreds of millions snatched from the grasp 

of savers. The culprits behind this spike in pension tax are thought to be the taper, 

which lowers the annual allowance for high earners, and the money purchase annual 

allowance (MPAA), which penalises those who take taxable income from their retirement 

pot. 

 

 

  



 

Thresholds, percentage rates and tax legislation may change in subsequent Finance Acts 

and reliefs from taxation are subject to change. The FCA does not regulate tax advice. 

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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