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MORTGAGES - BANK OF
ENGLAND TIGHTENS THE RULES

Home buyers are set to face stricter borrowing
tests when applying for a mortgage, following
the introduction by the Bank of England of
tighter restrictions on lenders. Lenders will
now be required to make sure that borrowers
can manage repayments at an interest rate of
around 7%, which in many cases is far higher
than the rate borrowers are currently likely to
be charged.

The Bank of England has made this move
due to its concerns that families have been
encouraged by record low interest rates to
increase their borrowing. Borrowers will now
need to show that they have enough slack in
their household budget to cope with making
larger monthly repayments if interest rates
start to rise.

However, as many lenders have been
operating under strict mortgage criteria for
some years now, the general view is that

this may not be the stumbling block to new
mortgages it might appear. The Bank has
estimated that if these rules had been in
operation in 2016, it would only have reduced
mortgage approvals by less than 0.5%.

A mortgage is a loan secured against your
home or property. Your home or property
may be repossessed if you do not keep up
repayments on your mortgage or any other
debt secured oniit.

PROPERTY PRICE
CORRECTION COULD
HURT BABY BOOMERS

Some experts are predicting that
the residential property market
is heading for a price correction,
and while this spells good news
for those would-be buyers who
have all-but despaired of ever
owning their own home, it could
mean less cash in retirement for

the baby-boomer generation.

BRIDGING THE PENSION GAP

With house prices remaining high, many older
people are thinking about their finances in
retirement and find themselves wondering
how much their own property might be worth.
Those who bought large homes some years
ago, to raise their families, look increasingly
likely to consider accessing the value tied up
in their property in their later years. Many are
earmarking this equity to bolster their pension
income, or to pass on to younger generations
who may be considering their own house-

buying plans.

With increasingly large amounts of money tied
up in property, The Telegraph reported that
the total value of the housing wealth owned
by the over 55s in England is more than the

GDP of Italy. The estimated total value of
these properties comes to a staggering figure

of approximately £1.5 trillion.

However if, as some experts predict, there
could be a price correction of somewhere
between 20 and 40%, then in simple terms,
this would mean that there is a lot less value
available to access.

Using equity release, a couple in their mid-60s
might realistically expect to draw around 25%
of their housing equity as cash. So, if property
values were to fall by as much as 40%, this
would mean there would be far less cash
available to provide an income or pass on to
younger family members. This could mean
that the bank of mum and dad, or grandma
and grandpa could find itself running short

of funds.

POSSIBLE OUTCOMES

If house prices were to fall substantially, then
clearly there would be several outcomes.
Many borrowers could find themselves in
negative equity, where they have borrowed
more than their property would then be
worth. Those entering the market for the first
time would at last be able to afford to buy
somewhere to live, and require less by way
of deposit to do so. However, older people
could be forgiven for finding the prospect of
a price drop less appealing.

Equity Release will reduce the value you
have in your home and may work out more
expensive in the long term than downsizing
to a smaller property.



INSURANCE FOR PHOTO-
GRAPHIC EQUIPMENT

Photography is a pursuit that's widely enjoyed
by many, and it can also be expensive.

That means you'll want to be sure that

your equipment is properly insured against
damage, theft or loss.

There are specialist policies available offering
up to £20,000 of cover for loss or damage

to any make or type of photographic and
associated equipment, including video and
digital cameras or camcorders, unexposed
films, negatives or transparencies.

COVER AT HOME OR AWAY

Most people choose to insure against risks
at home, on holiday and other trips. Typical
policy features can include new for old
cover, theft from an unattended vehicle,
replacement hire, personal accident and
public liability cover.

The British Insurance Brokers’ Association
(BIBA) is urging travellers to make sure they
get the right insurance cover in place for any
valuables they take on holiday, and to be
aware that many policies don't cover high-
value items that are checked-in with airlines.
Its list of items that may not be covered if in

a suitcase in the hold includes photographic
equipment and accessories, so it makes sense
to keep these valuable items with you.
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BUY-TO-LET LANDLORDS FACING NEW CHALLENGES

Lenders say that buy-to-let
landlords tend to fall into two
categories. There are those with
spare cash who see property
as a good investment option,
and perhaps bought a couple
of properties to provide some
additional income. Then there
are those with a portfolio of
four or many more properties
which they manage and run on
a professional basis.

REDUCTION IN TAX CONCESSIONS
In 2015, then Chancellor George Osborne
introduced measures to ‘level the playing
field’ for first-time buyers by reducing the
many tax benefits available to buy-to-let
landlords, deterring more from entering the
market and encouraging some to sell their
properties. In addition, higher rates of stamp
duty were introduced on the purchase of
additional properties.

Landlords accustomed to claiming tax relief
on mortgage interest payments at 40% or
45% will see their relief restricted to the

basic rate of 20% once the changes are fully
implemented in 2020. In the 2017-18 tax
year, the deduction from property income will
be restricted to 75% of finance costs, with
the remainder being available as a basic-rate
reduction. In addition, the 10% wear-and-tear
allowance has been removed, and only costs
incurred can be deducted.

LIMITED COMPANY STATUS
Following the changes, many landlords with
bigger buy-to-let portfolios set up limited
companies to hold their properties. This
means that profits are taxed at 19%. Limited
companies aren't affected by the change in
tax rules, so mortgage interest remains fully

deductible against tax.

However, research shows that only
landlords who own four or more properties
are likely to gain from this move. This is in
part because limited company mortgage
products are only available through a

small number of lenders, meaning that the
rates charged are often higher than those
available to personal borrowers, and more
liable to change with market conditions. Plus,
many lenders operate under significantly
different criteria when lending to limited

company borrowers.

MARKET REACTION

Many would-be landlords have been deterred
from entering the market, especially in central
London, and some landlords are considering
selling their properties before the tax changes
come into full effect in April 2020.

From 30 September, the latest set of
requirements from the Prudential Regulation
Authority will impact loans to buy-to-let
landlords with four or more mortgaged
properties. Mortgage lenders will be required
to undertake a full analysis of the landlord’s
entire property portfolio as part of their
lending criteria. This looks likely to lengthen

the mortgage application process and may

give rise to additional application fees.

A mortgage is a loan secured against your home or property. Your home or property
may be repossessed if you do not keep up repayments on your mortgage or any

other debt secured on it.
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LIFE INSURANCE -
MILLENNIALS LISTEN UP

Today's 18 to 35-year-olds are having a tough
time in comparison with previous generations.
With employment prospects likely to be less
certain for millennials it's realistic that they
could have a number of different jobs during
their careers. The traditional life stages, such
as owning a home and having a family, are
generally being reached much later. With
property prices high and wages relatively
stagnant, millennials often find themselves
postponing these big decisions until they are
well into their 30s. Property rental is a growing
trend across all age ranges, with 8.5 million

people opting to rent in the UK today.

The traditional stages of life that served as
prompts for previous generations aren't
occurring. Ultimately this means that millennials

are less likely to be considering life insurance.

REASONS TO ACT NOW

The reasons to be thinking about life insurance
are numerous and compelling. Signing up for
life cover at a younger age could make a huge
difference to the affordability of premiums. The
older you are at the start of your policy, the

higher the premiums are likely to be.

Rising personal debt is another good reason
to start thinking about a protection policy.
Young adults are often burdened with student
loans, credit card debts and personal loans.
By arranging life cover there would be funds
available if the unexpected were to happen.
This would ensure that family members

wouldn’t need to worry about your debts.

OTHER TYPES OF COVER WORTH
CONSIDERING

There are two other types of insurance

cover that millennials should think about,
income protection and critical illness. Income
protection replaces a percentage of your
income should you become ill or unable to
work for longer than the ‘deferred period'.

It means you can continue to pay your bills
until you are able to return to work. Critical
illness cover pays out a lump sum if you are
diagnosed with a serious illness, as defined in

the policy.
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TACKLING THE UK'S SAVINGS GAP

An ageing population poses
considerable issues for any
economy. Nowhere is that truer
than here in the UK. According to
the World Economic Forum (WEF),
the UK should be preparing right
now for a workforce composed

of 80-year-olds and be imposing
faster rises in pension age to avoid
a £25tn pensions savings gap from
opening up.

The WEF has likened the global pensions
crisis to the threat of climate change in its
capacity to have a major impact on the lives

of many people.

The causes of the gap aren't hard to find:
falling birth rates, an ageing population and

a widespread disinclination or inability to
save, head the list. The gap is defined as the
shortfall in the amount of money needed by a
pensioner to maintain their income at a figure
equal to 70% of their pre-retirement earnings.
If pensioners haven’t accumulated enough
money in their workplace, private and state

pensions, then the gap will widen further.

Interestingly, the WEF report said that the UK's
lifetime allowance, which caps tax relief on

pension contributions, should be scrapped as
it was in danger of sending the wrong signal
by encouraging the belief that there is only so

much you should contribute to your pension.

PENSION PLANNING

Retirement should be enjoyed rather than
endured. Whatever age you are now and
however near or far away from retirement you
may presently be, you are strongly advised to
keep your retirement plan under regular review,
and to contribute as much as you possibly can

to your pension throughout your working life.

Here are three simple steps that will help you

avoid falling into the pensions gap:

® Speak to us about arranging a regular
review to ensure your retirement plans

remain on track

Consider topping up your contributions
whenever your financial circumstances allow;
remember, within limits, they attract valuable

tax relief

e Know your state pension age and get a

forecast of how much you'll receive.

A pension is a long-term investment. The
fund value may fluctuate and can go down.
Your eventual income may depend on

the size of the fund at retirement, future
interest rates and tax legislation.
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STATE PENSION CHANGES LEAVE MILLIONS OF WOMEN

WORSE OFF

Over one million women are now
worse off by an average of £32

a week due to changes made to
the state pension, according to
recent research by the Institute for
Fiscal Studies. The study identified
that the phased increase in the
state pension age for women was
saving the government billions,
but having a significant effect

on household incomes. A large
number of the affected women
are worse off each week by the full
amount of their previously forecast
state pension.

CONTINUING TO WORK

As a direct result of the changes, many women
have remained in work. However, the research
highlights that the extra wages earned by
those who have remained in work, have only
partially offset the potential pension income
they would have received.

So basically, many women are working when
they weren't expecting to be and are still
worse off than if they had received the state
pension to which they were told they would

be entitled — until the changes were initiated
at short notice a couple of years ago. The
campaign group Women Against State Pension
Inequality (WASPI) was created as a result of
this situation.

WHY INCREASE THE SPA?

The state pension age (SPA) was increased by
the government in response to the challenge

the public finances face in paying pensions for

longer as life expectancy increases.

A spokesperson for the DWP (Department

for Work and Pensions) commented: “Women
retiring today can still expect to receive the
state pension for over 24.5 years on average —
which is more than any generation before them,
and several years longer than men. By 2030,
more than three million women stand to gain an
average of £550 per year as a result of the new

state pension.”

THE IMPORTANCE OF
TAKING ADVICE

Approximately seven million people in their
late 30s and 40s are likely to be affected by
planned further rises in pension age, to 66,
67 and eventually 68, affecting both men
and women. As a result it's particularly
important that younger workers are aware

and plan accordingly.

In the UK, a massive number of people rely
on the state pension to supplement their
retirement income. So, if the change in
pension age is likely to affect your finances,
getting good advice as early as possible in
your working life will help you get a full
picture of the amount you will have to live on

in retirement.

Careful pension planning throughout your
working life can help ensure you have a
financially-comfortable retirement.

A pension is a long-term investment. The
fund value may fluctuate and can go down.
Your eventual income may depend on

the size of the fund at retirement, future
interest rates and tax legislation.

The value of investments and income from
them may go down. You may not get back
the original amount invested.

DON'T BE CAUGHT BY THE
LATEST ONLINE SCAM

Financial commentator and TV presenter
Martin Lewis has been quick to condemn a
fake advertisement that claimed he had made
money out of a risky form of investment known
as 'binary trading’. He hasn't invested in this
type of scheme, and would never recommend
it to others, particularly as it isn't regulated by
the Financial Conduct Authority.

WHAT IS BINARY TRADING?

Binary options are simply a form of fixed-odds
betting that involves placing bets on whether
the price of something will rise or fall below a
certain amount. So, those sucked into these
schemes aren't buying or selling the gold, oil or
stocks or other commodities involved, simply
betting on whether the price will go up or
down over a given period, often as little as five
or ten minutes.

Binary option traders often advertise on social
media. They provide links to professional-
looking websites that tend to be based outside
the UK. Some scammers claim to have a UK
presence, often a prestigious central London
address. Many of these sites suddenly close
customers’ accounts and refuse to pay back
any money.

It is important to take professional advice before making any decision relating to your personal finances. Information within this document is
based on our current understanding and can be subject to change without notice and the accuracy and completeness of the information cannot
be guaranteed. It does not provide individual tailored investment advice and is for guidance only. Some rules may vary in different parts of

the UK. We cannot assume legal liability for any errors or omissions it might contain. Levels and bases of, and reliefs from, taxation are those
currently applying or proposed and are subject to change; their value depends on the individual circumstances of the investor. No part of this
document may be reproduced in any manner without prior permission.

The value of investments can go down as well as up and you may not get back the full amount you invested. The past is not a guide to future
performance and past performance may not necessarily be repeated. If you withdraw from an investment in the early years, you may not get
back the full amount you invested. Changes in the rates of exchange may have an adverse effect on the value or price of an investment in

sterling terms if it is denominated in a foreign currency.

Information is based on our understanding of taxation legislation and regulations. Any levels and bases of, and reliefs from taxation, are subject

to change.

A mortgage is a loan secured against your property. Your property may be repossessed if you do not keep up the repayments on your mortgage

or any other debt secured on it.

The value of investments and income from them may go down. You may not get back the original amount invested.

Tax treatment is based on individual circumstances and may be subject to change in the future.
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