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We search
widely.

Murray International Trust
ISA and Share Plan

Plotting a path between defending your capital
and generating a good income needs an expert
sense of direction.

At Murray International Trust, we know how to explore
the world searching for those companies that may
deliver the right combination of capital preservation
and income generation. And because we insist on
meeting every company in whose shares we look

to invest, you can be confident we are guiding you

to potentially the best investments we can find.

Please remember, the value of shares and the
income from them can go down as well as up and
you may get back less than the amount invested.
No recommendation is made, positive or otherwise,
regarding the ISA and Share Plan.

The value of tax benefits depends on individual
circumstances and the favourable tax treatment for
ISAs may not be maintained. We recommend you seek

financial advice prior to making an investment decision.

Request a brochure: 0808 500 4000
murray-intl.co.uk
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SCOTTISH MORTGAGE INVESTMENT TRUST
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WANTED. DREAMERS, VISIONARIES
AND REVOLUTIONARIES.

Visionary entrepreneurs offer opportunities for great wealth creation. The Scottish Mortgage Investment Trust
actively seeks them out.

Our portfolio consists of around 80 of what we believe are the most exciting companies in the world today. Our vision
IS long term and we invest with no limits on geographical or sector exposure.

Our track record as long-term, supportive shareholders makes us attractive to a new breed of capital-light businesses.
And our committed approach means we can enjoy a better quality of dialogue with management teams at transformational
organisations. Over the last five years the Scottish Mortgage Investment Trust has delivered a total return of 143.1%
compared to 106.9% for the sector®. And Scottish Mortgage is low-cost with an ongoing charges figure of just 0.37%™*.

Standardised past performance to 31 December®

Scottish Mortgage 13.3% 16.5% 41.1% 4.6% 24.8%
AIC Global Sector” 9.1% 23.5% 26.4% ~1,8% 24.5% T%grds
AWeighted average.
Smtlhllnlnrw

Past performance is not a guide to future returns.

Please remember that changing stock market conditions and currency
exchange rates will affect the value of the investment in the fund and
any income from it. Investors may not get back the amount invested.

BAILLIE GIFFORD
For a farsighted approach call 0800 917 2112 or visit us at www.scottishmortgageit.com

A Key Information Document is available by contacting us. Long-term investment partners

*Source: Morningstar, share price, total return as at 31.12.19. *Ongoing charges as at 31.03.19 calculated in accordance with AlIC recommendations. Details of other
costs can be found in the Key Information Document. Your call may be recorded for training or monitoring purposes. Issued and approved by Baillie Gifford & Co
Limited, whose registered address is at Calton Square, 1 Greenside Row, Edinburgh, EH1 3AN, United Kingdom. Balillie Gifford & Co Limited is the authorised Alternative
Investment Fund Manager and Company Secretary of the Company. Balillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority (FCA).
The investment trusts managed by Baillie Gifford & Co Limited are listed UK companies and are not authorised and regulated by the Financial Conduct Authority.
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DISCLAIMER

Money Observer publishes
information and ideas which
are of interest to investors.
It does not provide advice

in relation to investments or
any other financial matters.
Comments published in
Money Observer must not be
relied upon by readers when
they make their investment
decisions. Investors who
require advice should
consult a properly qualified
independent adviser. No
company within the group
of companies of which
Money Observer forms a
part, and no employee of any
such company, accepts any
liability for any loss suffered
by any reader or user of

our websites. The price of
shares and investments and

the income derived from
them can go down as well

as up, and investors may not
get back the amount they
invested. Changes in rates
of currency exchange may
have an adverse effect on
the value, price or income of
investments. Statements as
to past performance of any
Investment are not a guide
to future performance. The
levels and bases of taxation
can change, and if you are in
doubt you should seek advice
from a properly qualified
independent adviser. In some
cases it may be difficult for
you to sell or realise your
investment or to obtain
reliable information about
its value or the extent of

the risks to which you are
exposed.
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The aim of

® our income hunters:
PROFITS
again and again.

VER THE YEARS, our
income hunters have proved
their mettle. In times of plenty.

And again when times are lean. Now
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they're joined in the hunt by a new team of
bond experts. As, once again, new specialists
add to the hunters’ combined knowledge.
¥ | You see, no one seeks to understand the
behaviour patterns of the income Profit
quite like the Artemis hunter. As we have

said before. (And no doubt will again.)
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artemisfunds.com  investorsupport @artemisfunds.com 0800 092 2051

[ssued by Artemis Fund Managers Limited which is authorised and regulated by the Financial Conduct Authority. For your protection calls are usually recorded.
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Editor’'s Comment

Investors
switching
to hands-
on route

en years ago, who’d have predicted
that the number of online accounts
belonging to direct investors (those
without a conventional adviser)
would more than double in three
years, and rise by 800,000 - 16%
— over the course of just 12 months?
Yet those are the findings of a sur-
vey of the direct online investing market recently released
by consultancy Boring Money. It found not only that direct
investor numbers have rocketed, but that the past year
alone has seen a 20% rise in assets under administration
(AUA) for online providers dealing directly with investors.
The survey looked across the whole online direct invest-
ing landscape, including platforms such as interactive
investor, robo-advisers such as Nutmeg, and online ser-
vices offered by asset managers, banks and life companies.
Indeed, that increasing diversity says a lot about why this
surge in self-directed investors is taking place.

REGULATORY TRANSFORMATION

So what’s behind it? Have we suddenly become a nation
of committed, engaged Isa and Sipp investors with a keen
interest in the balance, diversity and quality of our port-
folios and a well-thumbed copy of Money Observer always
to hand? Sadly, no. The reality is that this shift is largely a
reflection of changes in government policy and rules.

First came the Retail Distribution Review, the financial
watchdog’s overhaul of the way financial advisers work and
are remunerated, which led, among other things, to the end
of commission-based investment sales. As a result, many
advisers shifted their attention to wealthier clients prepared
to pay a fee for investment advice, or closed their doors
altogether —leaving smaller investors to fend for themselves
or take their chances with the emerging band of online
providers offering a simple ‘robo’ advice service based
around a choice of passive funds for different risk profiles.

Over the past three years robo-advice appears to have
consolidated its position massively, with growth of 465%.
However, as Holly Mackay, chief executive of Boring
Money, points out, that’s “more about how small it was
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three years ago than how much it has grown”. Nonetheless,
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the most successtul robo-providers are clearly going some
way towards filling the advice gap: Nutmeg, for example,

Another major governmental driver is the phased intro-
duction of auto-enrolment since 2012, which requires all
many cases that has taken the form of a conventional occu-
pational scheme, there has also been growth in specialist
example, caters for smaller firms with a skilled digital work-

R force: “They can get the app
Smaller investors
like an Isa,” says Mackay:
Meanwhile, the broad
to fend for themselves s
an environment where we all take greater responsibility for
freedoms of April 2015 marked a step change in that direc-
tion, and they have been followed by further measures —
introduction of the Lifetime Isa in 2017, for example.

So it’s unsurprising that well-established investment plat-
over the past three years. That is also where the average
account size is largest. Clients with Hargreaves Lansdown,
£80,000, while accounts across the rest of the platform
field average just under £50,000.
ditional financial advisers is likely to become increasingly

marginal unless they reinvent themselves in a big way. Yet
: h}} investors less likely to end up in limited-choice or passive
R ¢ of investment information and ideas. Money Observer evi-

B dently has its work cut out for the foreseeable future.

now has 80,000 customers, according to the survey:
employers to offer staft a workplace pension. Although in
platforms supporting auto-enrolment. True Potential, for
and manage their pensions
have been left
direction of travel has been
funding and managing our long-term future. The pension
the hiking of the tax-free Isa allowance to £20,000 and the
forms have seen significant growth too, with AUA up 50%
the largest player, boast an average account of more than
"Two conclusions are clear from all this. The role of tra-
\ there’s an ever-greater need — particularly among engaged
£\ ® robo-offerings — for informed, impartial, accessible sources
Faith Glasgow

moneyobserver.ed@moneyobserver.com
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BAILLIE GIFFORD EUROPEAN GROWTH TRUST

THE BAILLIE GIFFORD
EUROPEAN GROWTH TRUST
WAS FORMERLY THE EUROPEAN

. L, INVESTMENT TRUST
\UiL\EI\\I'I\ﬂﬁ\IIH\HIIHHHIHHH NERRE RN RRRRRRRE

A NEW ROUTE
INTO EUROPE.

The Baillie Gifford European Growth Trust brings our wealth of
experience in European investing to the investment trust sector.

Our European managers look for exceptional growth companies. They want
to identify the big winners across the continent. Investments will be high
quality businesses, possibly founder-managed, with strong competitive
positions and credible prospects for long-term earnings growth.

Please remember that changing stock market conditions will affect the value

of the investment in the trust and any income from it. Investors may not get
back the amount invested.

Are you looking for growth potential across Europe? BAILLIE GIFFORD
call 0800 917 2112 or visit us at www.bgeuropeangrowth.com |

A Key Information Document is available by contacting us. Long-term investment partners

Your call may be recorded for training or monitoring purposes. Issued and approved by Balillie Gifford & Co Limited, whose registered address is at Calton
Square, 1 Greenside Row, Edinburgh, EH1 3AN, United Kingdom. Balillie Gifford & Co Limited is the authorised Alternative Investment Fund Manager and

Company Secretary of the Company. Baillie Gifford & Co Limited is authorised and regulated by the Financial Conduct Authority (FCA). The investment
trusts managed by Baillie Gifford & Co Limited are listed UK companies and are not authorised and regulated by the Financial Conduct Authority.
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high set to
Increase

apital gains tax receipts
(CGT) are at a record high,
having risen by 18% over
the past two tax years
(2017/18, 2018/19) from
£.7.8 billion to £9.2 billion.
The government’s tax
squeeze on buy-to-let landlords 1s behind
the increase. Various government meas-
ures introduced over the past couple of
years have made buy-to-let property less
appealing, and one of the rule changes
having a particularly profound impact
was the phasing out of tax relief on buy-
to-let mortgage interest in 2017.

As a result of returns diminish-
ing, many small private landlords have
decided a rental property portfolio is no
longer worth the hassle — but those who
have sold since 2017 have incurred an
8% ‘second property’ surcharge on stand-
ard rates of CGT. In turn, this has led over-
all CGT receipts to rise to record levels.

RESIDENCE EXEMPTION

In the 2019/20 tax year, there will be no
surprises if CGT receipts rise further, fol-
lowing a further rule change from April
this year. This will negatively impact
landlords who had previously lived in the
rental property they are selling.

As things currently stand, provided that
the property has at some point been their
only or main home, landlords are exempt
from paying tax on capital gains accrued
during the final 18 months of ownership,
under the ‘principal private residence’
exemption. From April 2020, though,
this exemption period will be cut to nine
months, meaning an extra nine months
of gains will be subject to CGT. According
to analysis by accountancy firm RSM, this
change 1s expected to raise £470 million

for the Treasury over five years.

In cases when a landlord at some point
lived 1n a property that i1s now being
rented out, CGT 1s only applied on the
amount the property rose in value when
they were not living at the property.

Accountancy firm Moore points out
that the new restrictions will poten-
tially have a significant effect on the
CGT liabilities of ‘acciden-
tal’ landlords: individu-

moved home but retained a

previous home to let — per- latest tax relief
haps because they cannot  CUts are likely to

find a buyer at theirdesired pe the final straw”’
JONATHAN GREEN

price or would like to ren-
ovate before selling. Under
the new rules, those buying
a new primary residence before selling
the old one will need to ensure the sale of
the old property takes place within nine
months to avoid a potential CGT charge.
Landlords are expected to sell up
ahead of this rule change. According to
Jonathan Green, a partner at Moore, the
impact of these changes on small port-
folio investors and ‘accidental’ landlords

“For some small
als and families who have landlords. the
¥

may further restrict the supply of rental
property in the long term. He adds: “For
some small landlords, the latest tax relief
cuts are likely to be the final straw, push-
ing them out of the market.”

HOW THE TAX WORKS

CGT is charged on profits from the sale
of assets including shares, funds, second
homes or buy-to-let properties, business
premises, paintings and antiques worth
over £6,000, with the rate dependent on
the individual’s income and the type of
asset sold. Lower-rate taxpayers pay 10%
tax on capital gains, and higher and addi-
tional rate taxpayers pay 20%. The only
exception is for people selling second
properties, including buy-to-let invest-
ments. Capital gains on investments

are taxed at 18% for basic-rate taxpayers
and 28% for higher and additional-rate
taxpayers.

However, every year you can take
advantage of your capital gains tax
allowance. In 2019/20, you can realise
gains of £12,000 before you have to
start paying CGT.

Kyle Caldwell

HOW EIS SCHEMES CAN REDUCE A CGT LIABILITY

your CGT liability is to
invest in an Enterprise
Investment Scheme (EIS). There
are two aspects to this. First, If
you already have a CGT liability

O

from the sale of another asset, you high-risk and it may not be easy CGT bills much more manageable.”
can postpone it by investing the to realise your investment at short In addition, the EIS offers a 30%
equivalent amount in EIS shares; notice. This is a complex areaand  income tax credit to investors who
any capital gain from that sale, up  you should take financial advice. buy shares in EIS-eligible compa-

to the amount invested, will be

ne of the ways to reduce deferred until the EIS is cashed in.  development at private equity
Secondly, provided you hold the investment firm Growthdeck,

EIS for at least three years, there is adds: “A huge number of people
no tax to pay on any capital gains  are paying CGT bills earlier than
when you dispose of it. However,  they need to. For those with signif-
the investments held in an EIS are  icant taxable gains, EIS can make

Gary Robins, head of business nies and hold them for three years.

MONEYOBSERVER.COM ¢ MARCH 2020 9



INVESTMENT NEWS

& Bulletin

% Paul Spencer, manager of the Franklin
UK Mid Cap fund, is stepping down at the end
of June. Richard Bullas, who has co-managed it
since September 2013, will take full charge. A
decision will be made before Spencer’s exit as
to whether this Money Observer Rated Fund,
selected as the start of 2020, will be retained.

1w The M&G Property Portfolio fund will
remain suspended, according to its latest

update. Since its suspension in early December,

the fund has raised £70.4 million through asset
sales, while a further £172.2 million is said to
be either under offer or in solicitors’ hands.
However, the £2.36 billion fund’s cash position
sits at just 4.8%.

% The Woodford Income Focus fund
re-opened on 13 February. In December it was
announced that Aberdeen Standard Invest-
ments will take over its management. It will be
managed by Thomas Moore and Charles Luke.

% The Investment Association has delayed
the inclusion of exchange trade funds (ETFs) in
its fund sectors, which was initially slated for
the first quarter of 2020. The reason for the
delay is unclear, and no new date has been set.

n® New figures from the Investment
Association have revealed that 2019 was a
record-breaking year for passive fund sales. A
total of £18.1 billion was invested, beating the
previous record of £10.8 billion in 2017. In stark
contrast, a net total of £3.2 billion was with-
drawn from active funds in 2019.

i For those who missed out on our
Investment Trust Handbook 2020 giveaway,
a free eBook version is available from the

Harriman House website: harriman-house.com/

ithb2o20

————————————————————————————————————————————————

Model portfolios
update

Of our 12 model portfolios, all the growth-

focused options achieved positive total returns
over the month to 13 February, compared with

just one in the income-oriented one, Hotel.
None beat the FTSE World index.

LEADER

The front-runner was the short-
term growth, medium-risk choice
Alpha, up 2.1% on the back of
strong returns from the Fundsmith
and Royal London Sustainable
Diversified funds. None of its
holdings lost value over the month.

LAGGARD

Trailing the pack was Lima,

the growing-income, higher-risk
portfolio, which fell in by 1.4%. It
was held back by Utilico Emerging
Markets, which lost more than 6%
in the month to 13 February.

________________________________________________

10 MARCH 2020 ¢ MONEYOBSERVER.COM

Woodford investors

counting their losses as
first payments received

nvestors in the LF Woodford Equity
Income fund have received the first
of the fund’s capital distributions,
together with a first indication of
the sizeable capital losses they will have
to stomach. Link Fund Solutions, the
fund’s administrator, has now formally
moved to wind up the fund, and inves-
tors received their first payment at the
end of January.

Payments to investors are based on the
number of units or shares they have, and
also the share class they are in. Investors
have received between 46p and 58p per
unit, depending on the share class they

Winners and losers 1n
fight for investor cash

nvesco had a year it will want to
forget, with investors pulling a total
of £9.3 billion out of the fund group’s
various UK-domiciled funds in 2019.
The figures, published by Morningstar,
show that Invesco saw the largest fund
outflows of all fund groups over the year.

In close second place was Aberdeen
Asset Management, which saw a total of
£8.2 billion worth of investors’ money
head for the exit. M&G was in third place
with £7.5 billion.

Much of those outflows can be traced
back to particularly unpopular funds
in each group. For example, Invesco
Global Targeted Returns and Invesco
High Income were responsible for half
of Invesco’s outflows. Meanwhile, ASI
Global Absolute Return Strategies was

hold. These figures are significantly
below both the initial unit price of the
fund at launch (1oop) and the current
unit price (around 76p per share, depend-
ing on the share class).

On the basis of the A Sterling
Accumulation share class returning
almost 58p per unit to investors, and with
a fund unit currently being worth 78p,
investors have received roughly 74% of
the fund’s current value in this first capi-
tal distribution. It is not clear how much
more they will get.

The capital returned to shareholders
has come from the sale of the fund’s
liquid assets, a task given to asset man-
ager BlackRock. The remaining part of
the portfolio is 1n illiquid, unlisted
assets which have seemingly yet to be
sold.

According to Ryan Hughes, head of
active portfolios at AJ Bell: “It is a hugely
challenging task to sell the illiquid hold-
ings in a timely fashion, and investors
still remain in the dark as to how long
they will have to wait for the remainder
of their money, as well as how much they
are actually likely to get back.”

Tom Bailey

responsible for the vast majority of
Aberdeen Asset Management’s outflows,
with a total of £7.3 billion being pulled out
of the fund.

The fund with the second-largest out-
flows was M&G Optimal Income Fund,
at £3.2 billion — accounting for 40% of
M&G’s total outflows of £7.5 billion.

The fund groups with the largest
inflows included both Vanguard and
BlackRock. The latter topped the list, with
inflows of £6.9 billion, while Vanguard
was in third place with £5.7 billion worth
of inflows. Much of this was the result
of the continued shift by investors from
active funds to passive funds, with 71%
of inflows going into passive funds at
BlackRock and 96% at Vanguard.

Tom Bailey

§ MORE BAD NEWS FOR INVESCO: THE INVESTMENT MANAGEMENT FIRM TOPS BESTINVEST’S LATEST ‘DOG FUNDS’ LIST
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SAD MONTH

«—7; 10 MILLION WORKERS

>=~  Around one in three of the UK’s
"= 32.8 million workers expect their
employer to put a freeze on their pay
this year, according to research by the
Scottish Friendly.

Month of mergers
1n fund and online
platform Space 4-\ A new 50p coin marking the UK’s

withdrawal from the European
Union entered circulation at the end of
January. But given the large number of
colns 1n circulation, collectors will not
be able to make a mint.

wo notable mergers were
announced shortly before
Money Observer went to press:
Jupiter Asset Management will
be joining forces with fellow fund man-
ager Merian Global, while online broker
interactive investor has agreed a deal to
acquire The Share Centre.

Jupiter’s purchase of Merian Global

TSNAVIVA

The insurer issued an apology to
several thousand customers, after
mistakenly calling them all Michael. The
firm said a “temporary technical error”
led to the incorrect emails.

will make it the second-biggest fund
house in the UK, with assets rising from
f£45 billion (as at end of September 2019)
to around £65 billion.

According to Darius McDermott,
managing director of Chelsea Financial
Services, while there 1s some crossover
between the fund ranges “this has the
potential to be a good fit, particularly
as the senior management of Merian
(including respected fund manager
Richard Buxton) have already indicated
that they are committed to joining Jupiter
and will be shareholders, bringing addi-
tional stability to the deal.”

Meanwhile, interactive investor,
Money Observer’s parent company, will
acquire 300,000 customer accounts
with assets under administration of
over £6 billion from The Share Centre.
Online broker interactive investor cur-
rently has over £30 billion of assets under

administration, over 300,000 customers
and more than one million users.

The acquisition comes hot on the
heels of interactive investor’s purchase of
Alliance Trust Savings (June 2019) and TD
Direct Investing (June 2017).

Commenting on the offer, Richard
Wilson, chief executive officer of inter-
active investor, observes that the deal
“brings further scale and the opportunity
to deliver enhanced value, service and
customer experience to an enlarged cus-
tomer base.”

He adds: “The firms’ shared values and
combined strengths reinforce interactive
investor’s position as a leader 1n the retail
investment services marketplace. With
our fair flat fees we have built a strong
and compelling alternative to percent-
age fees, 1n a business that puts the cus-
tomer first.

Kyle Caldwell

r -

ETFE

Watch

V4

THE CHURCH OF ENGLAND is launching
its own custom passive index to invest its pen-

sion savings in climate change-friendly firms.
The new index, named the FTSE TPI Climate
Transition Index, aims to capture company

alignment to the Paris Climate Agreement. The

Church will invest an initial £6o0o million of its

clergy’s £2.8 billion retirement savings pot in it.

According to the Church, the index will favour
companies with targets alighed with the Paris

Agreement on climate change. Those that do not
have such targets will either be underweighted

or excluded. Interestingly, however, it will not
exclude all fossil fuel companies.

————————————————————————————————————————————————

’%‘ A 7.1% DECLINE IN UK DIVIDEND PAYMENTS FOR 2020 HAS BEEN FORECAST BY FUND ADMINISTRATOR LINK GROUP
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RETIREMENT NEWS

One 1n four

pension savers
have ‘lost a pot’

round one 1n four pension
savers under the age of 55
 have lost track of a pension
\ pot from previous employ-
S sment, according to new
research The study, which polled 2,096
adults, was carried out by pension
advice firm Profile Pensions.

It found that almost 24% of savers
may have lost track of a pension with a
previous employer. Those aged 25-34 are
most likely to have lost track of a pen-
sion, with 29% reporting that they have
lost track of a pension and 10% saying
they may have.

Michelle Gribbin, chief investment
officer at Profile Pensions, says: “With
auto-enrolment and people working for
longer, pension savers have more pen-
sions than ever to keep track of. Profile
Pensions 1s proud to have reunited
many people with their forgotten pen-
sions, but we believe the government’s
pensions dashboard is the ultimate
long-term solution to the unfolding
missing pensions crisis.”

Across 3,713 pensions reviewed by
Profile Pensions between January and
October 2019, the average value of miss-
Ing pensions located by the company
was £23,000. The firm estimates that 1.6
million pension pots are currently miss-
ing in the UK, which it calculates to be
worth £37 billion in total (1.6 million x
£23,000).

To track down a missing pension,
make use of the government’s free pen-
sion tracing service: findpensioncon-
tacts.service.gov.uk. Enter the name of
your former employee to get a contact
number for the company or organisa-
tion. You will need to quote your PAYE
number, details from an old payslip or
your pension policy number.

Kyle Caldwell

. nce again, speculation has

)\ been mounting that the

' government may be con-

' sidering ending higher-rate
* pension tax relief in the

approachmg 11 March Budget.

Ahead of the November 2018 Budget,
rumours swirled that changes to pen-
sion tax breaks and allowances, and
more specifically a cut to higher-rate
pension tax relief, were on the cards.

In the event, there was no

cut. Neither was there
a mooted more rad-
ical change to
pensions in

Expectation rising of
cut to tax relief on
pension saving

a«\*

and efficient”. Under consideration was
the introduction of a flat rate of pension
tax relief set at 20% for all earners. This
would negatively affect higher earners,
as they would no longer receive 40% tax
relief on pension contributions.

Other tax reforms under considera-
tion relate to inheritance tax, entrepre-
neur’s relief and capital gains tax.

The Treasury told the Financial Times:
“We don’t comment on speculation. All

taxes are held under review,
and any changes are
announced by the
Chancellor in the
Budget.”

the form of a If pension tax
flat rate for relief is tink-
pension _) ered with or
tax relief, a reformed, the
Imove previ- Conservative
ously con- Party risks
sidered by \\ upsetting its
former chan- ) traditional
cellor George \ v, voters. On the
Osborne. \ other hand, the
According government has
to the Financial an 80-seat majority,
Times, ex-Chancel- so it has a mandate
lor Sajid Javid, speak- to implement changes.

ing before he resigned,

was weighing up reforms to pen-

sion tax relief to ease pressure on public
finances and make the tax system “fair

————————————————————————————————————————————————————————

ANNUITY WATCH

Annuity rates remain in the doldrums. However, :
most people should ensure they have secure
income to at least cover their basic living costs, |
according Patrick Connolly, a chartered financial '
planner at Chase de Vere. He says: “This secure income Is |
likely to come from a combination of the state pension, final |
salary pension schemes and lifetime annuities.”

________________________________________________________________________________________

LATEST RATES FOR £100,000 PENSION

Age 60 65 | 70 75
“Income at start of 2020 £4,258 | £5105 | £6,001 £7,145
" Income now £4,137 | £5,002 | £5,983  £7114 |
Change (£) 21 | 103 | I8 | 31
- Change (%) =l 2 il 04

. Note: Based on a single-life, non- mcreasmg annuity guaranteed for five years
- and paid monthly. Source: Hargreaves Lansdown, as at 6 February 2020

L e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

What’s more, having won
seats 1n a number of working-class
Labour strongholds in the Midlands
and across the north of England in the
general election, the party may look to
change a system that currently favours
the wealthy.

Sean Jones, a financial planning
consultant at James Hambro & Co,
says: “Pensions look like the fiscal equiv-
alent of a big, juicy apple hanging within
easy reach, just waiting to be plucked.
You may want to take a bite while you
still can.”

However, Steven Cameron, pensions
director at Aegon, cautions that changes
to pension tax relief would be challeng-
ing to implement. He says: “The three
biggest areas of complexity relate to
the tax treatment of employer contri-
butions, how to avoid a ‘salary sacri-
fice loophole’ and how to apply such an
approach to defined benefit schemes.”

Kyle Caldwell

W J ACCORDING TO PENSION FIRM PORTAFINA, MILLENNIALS EXPECT AN AVERAGE INCOME OF £35,648 IN RETIREMENT
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COMPANY NEWS

Profit to be found 1n
a sector most funds
steer well clear of

t takes patience and nerves of steel
for investors to go against the crowd
and conventional wisdom. Take the
unfashionable UK retail sector, for
example. Disruptive technological
change has challenged it, and the mes-
sage for businesses is simple: adapt or
die.

It is perhaps no surprise then that
most UK fund managers don’t talk up
retail businesses. They tend instead
to steer clear or remain underweight.
However, some managers believe this
out-of-favour sector offers some
compelling value.

Fred Mahon, co-manager of Church
House UK Equity Growth fund, is one of
them. While popular opinion deems the
high street to be dying as Amazon hoo-
vers up, he argues that even retailers with
big high street presences can be winners.

He says: “ID Sports stands out as a shin-
ing example of a retail business that has
continued to grow despite a tough envi-
ronment, thanks to its strong supplier
relationships, its proactive approach in

oney Observer has
teamed up with interac-
tive investor to launch
a new podcast for fund
1nvestors, with new
episodes available twice a month. Editor
Faith Glasgow and deputy editor Kyle
Caldwell will take turns presenting the
Funds Fan podcast. They will be joined
by guests to discuss the latest fund news.
A listener question will also be tackled
1in each episode, so if you have a fund-
related question for them, please get in

|
.,

closing underperforming stores and its
practice of promoting from within.

“Elsewhere, Greggs, which admittedly
may not strictly be a retailer, has plenty
of high street shops and has enjoyed a
record-breaking year on the back of
successful innovations such as its vegan
sausage roll.”

Another fund manager finding oppor-
tunities in the sector 1s Kartik Kumar,
co-manager of the Artemis Alpha
Trust. The portfolio’s top holding is Sports
Direct, which accounts for 7.8% of assets.

Kumar says: “When I look at compa-
nies, I grade them on three things: the
attractiveness of their core business, the
value in their share price and the degree
to which their management team adds
value. Putting all these factors together
and bearing in mind that analyst cover-
age of some retailers is notably lacking,
there are opportunities to be found. I
believe the disruptive force of technologi-
cal change will result in the strong
getting stronger and the weak weaker.”

Kyle Caldwell

Don’t miss the new Funds Fan pod

T el
s i il T o

Tl N
-

KYLE CALDWELL (LEFT) AND TOM BECKET 48

touch by emailing moneyoberver.ed@
moneyobserver.com.
In the third episode of the Funds Fan

Dividend
danger zone

Zone screen is Senior, an engineering

solutions provider. The company designs
and manufactures technology components and
systems for use in aeroplanes and vehicles.

Senior’s main problem has been its cus-
tomers. In particular, it counts US aerospace
company Boeing as its largest customer and
produces airframes and engine tubes for
Boeing’s MAX jets. Boeing purchases contrib-
uted 10% of Senior’s sales in 2018, so the air-
craft manufacturer’s troubles have spilled over
and affected Senior.

Most damaging has been Boeing’s decision to
suspend production of its troubled 737 MAX jet,
following concerns about its safety. This has hit
Senior and its share price hard.

On top of that, as Simon McGarry, a senior
equity analyst at Canaccord Genuity Wealth
Management, points out, Boeing is slowing
production of its other aeroplanes. He adds:
“Boeing’s problems may in time impact
the wider Boeing supply chain that Senior
depends on.”

Another large customer, Spirit AeroSystems,
has also run into trouble recently and
announced a large number of layoffs.

These problems have led to Senior issuing a
series of profit warnings recently. As a resulit,
the firm’s dividend looks to be seriously under
threat. Tom Bailey

T he latest addition to our Dividend Danger

podcast, Caldwell, together with Tom
Becket, chief investment officer at Punter
Southall Wealth, and staff writer Tom
Bailey, discussed Nick Train blaming his
fund’s recent woes on Neil Woodford,
whether open-ended property funds are
right for retail investors and the impact of
the coronavirus outbreak on markets.

In the final episode of Money Observer’s
Share Snippets video series, fund man-
ager MarKk Slater reveals the three types
of income stocks the Slater Income fund
invests in: https://bit.ly/2vorgke.

.
=== THE UK’S ECONOMY WAS STAGNANT IN THE LAST THREE MONTHS OF 2019, WITH GDP GROWTH COMING IN AT 0%
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Easy Moncy
SAVINGS NEWS

Beware the
hype over
easy access

asy access accounts are getting
increasingly complicated. Savers
are required to trawl through a
host of terms and conditions

to see how and when they can get their
hands on their money, or if their rate will
plummet after 12 months.

Investec Bank research shows that of
the top 20 easy access accounts ranked by
the rate paid, only six come without with-
drawal restrictions, penalties if you make
more than the allocated number of with-
drawals, or a short-term bonus where the
rate plummets after 12 months.

Andrew Hagger, a savings expert at
Moneycomms.co.uKk, says: “It’s disap-
pointing that many ‘best buy’ so-called
easy access deals come with strings.

Savings providers seem to be looking for
new ways to play the best-buy tables.”

Nearly a third of the top-paying 100
accounts come with limited withdraw-
als. Virgin Money’s Double Take E-Saver
at 1.31% and Yorkshire BS’s One Year
Limited Access Saver at 1.3% are both
near the top of the best-buy tables. With
Yorkshire, you can only make withdraw-
als on one day a year, when you can make
as many as you want. The rate only lasts
for 12 months, after which you are shifted
into another account with a lower rate.
With Virgin Money you can make only
two withdrawals a year.

Britannia’s Select Access Saver 11 pays
1.3% and lets you make four withdrawals
a year. If you make more, the interest rate
tumbles to just 0.3%. With Post Office
Online Saver at 1.32%, the rate drops to
0.55 after 12 months.

Money Observer does not include
accounts with complicated terms and
conditions in its star buys. Sylvia Morris

there 1s unlikely to be a proper cash Isa
season this year, with some big banks
instead opting to slash their rates.
Between February and April, banks
usually launch new accounts with top
rates to attract last-minute savers keen
to use up their annual tax-free Isa allow-

STAR BUYS

~« Marcus by Goldman
Sachs: 1.35%, minimum £1,
online account, no bonus or
withdrawal restrictions

“« Cynergy Bank Online Isa:
1.29%, no bonus, minimum
£1, online account

¢ Ford Money Flexible
Cash Isa: 1.27%, no bonus,
minimum £1, online account

ance before the tax-
year end on 5 April, or
early birds looking to
stash their new allow-
ance as soon as possi-
ble after the reset. But
this year none of the
big providers, includ-
ing Barclays, Halifax,
Lloyds, Nationwide,
NatWest, HSBC and
RBS, plan to offer

new deals. Instead, three big banks —
Co-op Bank, NatWest and RBS — have
announced cuts on their easy access cash

[sa Interest rates.

You have until 5 April to use your
£20,000 cash Isa allowance for this tax
year. If you don’t use it, you lose it, as you
cannot carry it over. You will get another
£20,000 allowance on 6 April to use by

5 April 2021.

The big banks are awash with cash, so
there 1s no point in them paying higher
rates. A knock-on effect is that smaller
banks and building societies can get away
with paying less too.

Isa season savers in
line for big letdown

avers are set to be disappointed
by the cash Isa rates on offer as
we approach the end of the tax
year. Experts have warned that

Anna Bowes, director at Savings
Champion, says: “Rates in general are
falling and Isa savers will be victims of
these cuts. There is no sign of an Isa sea-
son yet, and it is unlikely that one will
emerge.”

Kevin Mountford, chief executive at
savings platform Raisin UK says: “Big
banks take advantage of savers’ inertia.
Savers should look to maximise their
returns both on this year’s Isa money and
on cash Isas they already hold.”

The big banks hold £152billion of our
cash Isa money, more than half of the
£.293billion total. However, NatWest and
RBS cut rates to both new and existing
customers in February, while Co-op Bank
says it has taken the “difficult” decision
to cut its rates from 22 April. The Co-op
Cash Isa’s rate will tumble from 0.56% to
a lowly 0.25% for all savers.

NatWest and RBS hit loyal custom-
ers by cutting rates on larger holdings
where savers have built up Isa balances
over the years. The NatWest rates have
fallen to 0.5% on balances of between
£25 000 and £50,000, and 0.75% on
higher amounts. The bank already pays a
pittance on smaller sums: 0.2% on up to
£10,000 and 0.35% on up to £25,000.

Meanwhile, rates on National Savings
& Investments accounts and bonds will
be cut from 1 May, and the chances of
winning a premium bond prize will be
lowered. Sylvia Morris

To receive a weekly round-up of the best
savings rates, sign up to our free newsletter:
moneyobserver.com/newsletter

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

NATIONWIDE IS TO REPAY £900,000 TO THOUSANDS OF CUSTOMERS AFTER BREACHING OVERDRAFT RULES

---------------------------------------------------------------------------------------------------------------------------------------------------
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BEST BUYS FOR SAVERS IN CASH ISAS, TAXABLE AND MONTHLY INCOME ACCOUNTS

_ Min-  |Rate Compen- ) Min-  Rate Compen-
Provider - Account imum % sation** Contact Provider Account iImum % |sation** Contact

CASH ISA RATES MONTHLY INCOME ACCOUNTS _

EASY ACCESS CASH ISA RATES EASY ACCESS CASH ISAS - INTEREST IS TAX-FREE

Virgin Money ( Int) (F) (2) | Double Take E Isa 14 £1 1.31 | shared |virginmoney.com E Virgin Money ( Int) (F) (1) Double Take E Isa 14 £1 1.30 | shared |virginmoney.com
Leeds BS (B) (2) Double Access Isa £5,000 [1.30 own 0345 0505075 ' Ford Money (Int) (Int) (F) |Flexible Cash Isa £1 1126 | own |fordmoney.co.uk
Leeds BS (Int) Ltd Ed Online Acc Isa £1,000 |1.30 own |leedsbuildingsocetycouk , Shawbrook Bank (Int) Easy Access Cashlsa7  £1,000 1.20| own | shawbrook.co.uk
Yorkshire BS (Int)(F) (2) 1YearLtdAccesslsaSvr2.  £100  |1.30 | own | ybs.co.uk . Notes: (1) Limited withdrawals allowed.
Cynergy Bank (Int) Online Isa £1 1.29 | own | cynergybank.co.uk E FIXED-RATE CASH ISAS - INTEREST IS TAX-FREE |
Ford Money (Int) (F)  |Flexible Cash Isa £1 127 own fordmoney.co.uk ' Ford Money one year £1 136 | own |fordmoney.co.uk
Market Harb'BS (1) (B/int) Cash Isa £100 | 1.25 own | 01858 412250 ' Charter Savings Bank one year £5,000 134 | own |chartersavingsbank.couk
Family BS (B/P/Int) 'Market Tracker Cash Isa 2 £500 1.23 | shared | 0333 014 0141 . Shawbrook Bank one year £1,000 |134| own |shawbrook.co.uk
Shawbrook Bank (Int) | Easy AccessCashlsa8  £1,000 | 121 own  shawbrook.co.uk  Paragon Bank one year . f500  1.34| own |paragonbank.co.uk
Sainsbury’s Bank (T/ Int) Cash Isa £500 | 1.21 | own | 0500 405 060 : Aldermore Bank two years £1,000 |1.44| own | aldermore.co.uk
EASY ACCESS CASH ISAS WITH BONUS* | ' Ford Money two years | £1 '1.44 | own |fordmoney.co.uk
Post Office Money Online Isa | £1 '1.25 | shared | postoffice.co.uk . Shawbrook Bank two years £1,000 1.44| own |shawbrook.co.uk
FIXED-RATE CASH ISAS . Aldermore Bank three years £f1,000 1.54| own aldermore.co.uk
Oaknorth Bank ‘one year £1,000 | 1.41| own |oaknorth.com . Shawbrook Bank three years £1,000 | 1.49| own | shawbrook.co.uk
Loughborough BS (1)  |one year £1,000 140 own 01509 610707 E Newcastle BS to 24 February 2023 f500  1.44| OWN | 0345734 4345
Ford Money one year £500 1.37 | own |fordmoney.co.uk : EASY ACCESS INTERNET ACCOUNTS - BEFORE TAX
Charter Savings Bank |one year ~ £5,000 |135 own | chartersavingsbankcouk | Virgin Money (1) Double Take E Saver 14 £1 1.30 | shared |virginmoney.com
Shawbrook Bank one year £1,000 [1.35| own shawbrook.co.uk . Paragon Bank Easy Access £1 '1.20 | own | paragonbank.co.uk
Clydsdale Bank to 26 February 2021 £10 1.26 = shared 0800 2224 26 E Shawbrook Bank Easy Access 19 £1,000 |1.20| own |shawbrook.co.uk
Yorkshire Bank t0 26 February 2021 | £10 [ 1.26 | shared 0800 20 2122 ' EASY ACCESS TELEPHONE AND POSTAL ACCOUNTS - BEFORE TAX
Virgin Money to 15 February 2021 £1 1.26 | shared 0345 606 7685 ' Kent Reliance Easy Access 36 £1,000 | 1.19 \ OWNn | 0345 122 0022
Leeds BS Eto 30 June 2021 £100 126 | Oown 0345 050 5075 : Investec Bank Easy Saver £10,000 | 1.19 \ own |investec.com
Metro Bank one year £1 125 OwWn | 0345 080 8500 . EASY ACCESS BRANCH-BASED ACCOUNTS - BEFORE TAX
Newcastle BS to 24 February 2021 £500 1.25 | OwWn 0333920 4908 E Kent Reliance Easy Access 36 . 11,000 1.19 \ own \ 0345 122 0022
Oaknorth Bank two years £1,000 |1.50 own oaknorth.com ' Newcastle BS 'Easy Saver £1 0.90 \ own }”0345 734 4345
Aldermore Bank two years £1,000 |1.45 own |aldermore.co.uk ' Notes: (1) Limited withdrawals from your capital allowed each year.
Ford Money two years £500 |1.45 own fordmoney.co.uk . FIXED-RATE BONDS - BEFORE TAX
Shawbrook Bank two years £1,000 |1.45 | own |shawbrook.co.uk . Atom Bank (1) one year £50 1.64 | own | atombank.co.uk
Aldermore Bank three years £1,000 |1.55 own aldermore.co.uk '\ Charter Savings Bank one year . £5,000 | 1.54| own | chartersavingsbank.co.uk
Oaknorth Bank i_t1ree years ~ £1,000 | 1.51 own | oaknorth.com Ford Money one year £500 1.54 | own | fordmoney.co.uk
Paragon Bank three years £500 1.50 own | paragonbank.co.uk Shawbrook Bank one year . £1,000 154 | own |shawbrook.co.uk
Coventry BS |t0 31 May 2025 £ 1.75| own | 0800 1218899 Metro Bank 18 months £500 | 1.59| Own |0345 080 8500
Principality BS |f|ve years £500 170 | OWN | 0330 333 4000 Masthaven Bank 18 months £500 1.49 | own | masthaven.co.uk
Notes: (1) You cannot transfer other cash Isas into this account. (2) Limited withdrawals allowed. Atom Bank (1) two years £50 1.79 | own | atombank.co.uk
Ford Money two years  £500 1.64 | own |fordmoney.co.uk
EASY ACCESS INTERNET ACCOUNTS Shawbrook Bank two years £f1,000 163 own |shawbrook.co.uk
Marcus by Goldman Sachs | Online Savings £1 1.35 | shared marcus.co.uk Atom Bank (1) three years £50 1.79 | own | atombank.co.uk
Virgin Money (1) 'Double Take E Saver 14 £ 1.31 | shared |virginmoney.com Masthaven Bank three years . £500 1.70| own |masthaven.co.uk
Yorkshire BS (1) 1Year Ltd Acc.lsaSaver2  £100 130  own ybs.co.uk Notes: (1) Only available through bank’s app
Family BS Online Saver £100 1.26 | shared | familybuildingsodetycouk
Aldermore Bank Easy Access 11 £1,000 125 own |aldermore.co.uk CURRENT ACCOUNTS :
AA Savings (2) Member Saver £100 1.21 | shared theaa.com ﬂé’: Monthly Rate paid on
EASY ACCESS INTERNET ACCOUNTS - WITH BONUS* Account month Rate fee balance up to
Saga |Ea55f Access Savings | £1 | 135  shared |saga.co.uk Nationwide (1) FlexDirect £1,000/5.00| n/a £2,500
Post Office Money Online Saver 44 | £1 1132 | shared | postoffice.co.uk TSB (3) Classic Plus £500 150 | n/a £1,500
Notes: (1) Limited withdrawals allowed. (2) Only available to AA members. Santander 123 Account  £500 |1.00] £5 £20,000
EASY ACCESS TELEPHONE AND POSTAL ACCOUNTS Bank of Scotland (2) Classic Account £1,000/1.00| n/a £4,000

Co-op Bank (1) BritanniaSlct AccssSvrnl £500 1.30 | shared 0800132304 Notes: (1) The 5% rate applies for 12 months only, after which it falls to 1%. (2) You earn 2% on

Family BS Market Tracker Saver| £500 | 1.29 | shared 0333 014 0141 any balance between £4,000 and £5,000. (3) Rate from 2 May 2020.

Kent Reliance Easy Access 36 £1,000 [1.20 own 0345122 0022 General notes:

NS&I Income Bonds £1 115 gov't | nsandi.com *Rate includes a fixed-rate bonus that is typically paid for the first 12 months after you open the account.
* **Under the Finance Services Compensation Scheme (FSCS) most providers operate under their own

EASY ACCESS TELEPHONE AND POSTAI' ACCOUNTS WITH BONUS licence, which means you have up to £85,000 of cover (£170,000 on joint accounts). A few share a

5aga ‘ Easy Access Savings | £] 11.35 | shared | 0800 028 1701 licence with others in the same operating group. Here you only have one lot of cover on your money

spread across the institutions that share a licence. A handful of foreign banks offer compensation under
their home scheme rather than through the FSCS. Where they do so, we have indicated this. B: Branch-
based account. F: The cash Isa is flexible. Int: Internet-based account. L: Account only available to those

Notes: (1) Limited withdrawals allowed.
EASY ACCESS BRANCH-BASED ACCOUNTS

NEWbUf},’ BS (2) (L) Welcome to NEWbUF}*’ £50 1.50  own 01635 555 700 living in the building society’s operating area or those living outside who have been members for a cer-

Co-op Bank (1) BritanniaSld AccssSvrnil - £500 1.30  shared 0800132304 tain number of years. P: Postal account. T: Telephone account. The Flexible Cash Isa lets you take money
) o : | out of your account and replace it in the same tax year without the payment counting towards your over-

Fam'!y BUIidlng__ Society __BraHCh Saver 2 ! £l 121 shared 10333 014 0141 all Isa allowance. Rates as at 17 February 2020

Kent Reliance 'Easy Access 36 £1,000 (1.20| own |0345122 0022

Notes: (1) Limited withdrawals allowed. (2) Maximum investment £3,000, not available to exist- 'RISK-FREE INVESTMENTS*

Ing members.

FIXED-RATE BONDS o Rate

Atom Bank (2) one year £50 | 1.65| own  atombank.co.uk SttoLin:  Minimum | (%)
Ikano Bank (1) ‘one year £1,000 |1.56 Swedish ikano.co.uk VARIABLE RATES — EASY ACCESS -
Charter Savings Bank ‘one year £5,000 |1.55 own | chartersavingsbank.couk NS& Income Bonds £5(,J0 U‘?S**
Ford Money ‘one year £500 1.55  own | fordmoney.co.uk piit In‘vestment plcoup : Sh1
- : =22 - 2 NS&I Direct Saver | £ 0 el
Metro Bank 518 months £500 1.60 | own 10345 080 8500 NS&I (1) Direct Isa £ 0.90
Masthaven Bank 18 months f500 |1.50 | own |masthaven.co.uk NS&I (1) Junior Isa £ 375
Atom Bank (2) two years £50 1.80  own atombank.co.uk GOVERNMENT SECURITIES (2)
ICICI Bank two years £1,000 [1.70| own |raisin.co.uk 2-year gilt (2) 1.5% Treasury 2021 0.59
lkano Bank (1) two years £1,000 |1.66 Swedish|ikano.co.uk 3-year gilt (2) 4.0% Treasury 2022 | 0.43
Atom Bank (2) three years £c0 1.80 own | atombank.co.uk 5-year gilt (2) 5.0% Treasury 2025 0.41
United Trust Bank three years ~ £5,000 |1.80 own | utbank.co.uk 8-year gilt (2) | 1.25% Treasury 2027 __ 043
Ikano Bank (1) three years £1,000 |1.76 Swedish ikano.co.uk 12-year gilt (2) 4 25:’” Treasury 2032 0.89
Aldermore Bank five years £1,000 |2.00| own aldermore.co.uk :n;lex::lnllzeg g':{ : L 870//;:" ":jdeﬁ “?‘:kild = -- ; g;
United Trust Bank five years £5,000 [2.00 own |utbank.co.uk NEEAINSEC B 2:370 NUEXTNREE 2024

Notes: *With National Savlngs. & Investments your money is 100% guaranteed by the government.
Any money invested in gilts is also guaranteed by the government. **Rates from 1 May. (1) Tax-free.
You cannot transfer your existing cash Isas into the Direct Isa. (2) Redemption yields.

Notes: (1) Your money is covered up to £85,000 by the Swedish compension scheme. (2) Only
available through bank’s app.
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Lasy Moncy

PERSONAL FINANCE

he Financial Conduct Authority
(FCA) has urged financial advis-
ers to address four areas of FCA
concern that are leading to poor
outcomes for consumers.

UNSUITABLE ADVICE

On this front, the principal problem
relates to defined benefit (DB) pension
advice. Last June the FCA found that

FCA takes aim at financial
advisers over their failings

seven out of 10 DB transfer requests are
being approved by financial advisers, a
figure that drew strong criticism from
the regulator.

The FCA's stance on DB pension
transfers — a sensible one - is that the
default position should be that a trans-
fer 1s probably not in a person’s best
interests.

In a letter to financial advisers, the
FCA reiterated its stance that it expects
advisers to “start from the assumption
that a pension transfer is not likely to be
suitable for your client”. It added: “You
need to ensure you have identified and
are managing the risks associated with
DB transfer business. This includes any
conflict of interest caused by your charg-
ing structures.”

SCAM PROLIFERATION

Significant numbers of consumers are
still being targeted by fraudsters,
despite the government’s January

2019 ban on cold-calling in relation to
pensions. The ban does not cover scam

calls from abroad, so it i1s difficult for the
authorities to track down and punish
overseas scammers. The FCA has urged
financial advisers to continue to help
prevent scams and report firms or
individuals they deem suspicions.

COMPENSATION FAILINGS

Some financial adviser firms have
inadequate financial resources to pay
compensation to clients. They may not
hold professional indemnity insurance,
for example.

CHARGE TRANSPARENCY
A final area of concern relates to charges.
The FCA says it will continue to assess the
financial outcomes for retirees who have
taken advantage of the pension freedoms
in recent years. Meanwhile, it has called
on advisers to ensure that the advice they
provide is suitable for individual clients,
costs and charges are disclosed clearly,
and the advice they give 1s in the best
interests of their clients.

Kyle Caldwell

TAX RATES AND RELIEFS FOR 2019/20

income tax

Basic rate (20%) on first £37,500 after
allowances. Higher rate (40%) on
Income over £37,500 (after allowances).
Additional rate (45%) on income over
£150,000.

Scotland (since April 2018): 0% to
£12,500; 19% on £12,500-£14,549; 20%
OoN £14,550-24,944, 21% 0N £24,945-
£43,430; 41% 0on £43,431-£150,000;
46% over £150,000.

Personal allowance: £12,500. This
Is subject to the £100,000 income limit,

and is reduced by £1 for every £2 above
this level.

Marriage allowance: Where one
partner has income below £12,500, they
can transfer £1,250 of their personal
allowance to higher-earning spouse
(providing they only pay tax at the basic
rate), reducing spouse’s tax by up to
£250 per tax year.

Married couple’s allowance:
Available if at least one partner born
before 6 April 1935. Tax cut by £891.50
per tax year.

Dividend allowance: £2,000. Above
this, basic-rate taxpayers pay 7.5%.
Higher rate 32.5%. Additional rate 38.1%.

(B THE AMOUNT THAT GOES TO A SPOUSE IF THEIR PARTNER DIES INTESTATE HAS RISEN FROM £250,000T0 £270,000

Personal savings allowance:
Basic-rate taxpayers get £1,000. Higher
rate £500. Additional rate £o.

Pension contributions relief
20% basic rate; 40% higher rate;

45% top rate. Max annual allowance:
£40,000. Reduced £1 for every £2 of
Income over £150,000. Maximum life-
time allowance (amount that can be
drawn from pension pot penalty-free):
£1,055,000

Individual savings accounts

Maximum annual contribution:
£20,000, split any way between cash,
stocks & shares and innovative finance.

Junior Isa: £4,368.
Help to buy Isa: £2,400.
Lifetime Isa: £4,000

Capital gains tax

Basic-rate taxpayers: 10% (18%
on residential property gains).
Higher-rate taxpayers, plus

trusts and estates: 20% (28% on
resid prop and certain other gains).

Individual annual exemption:
£12,000. No CGT on sale of main home
where conditions met.

Entrepreneurs’ relief: up to f1om
— gains taxed at 10%.

Stamp duty land tax (SDLT)
in England and Northern
Ireland

Payable on main property
purchase, according to propor-
tion of price falling in each rate

band: Up to £125,000: nil. £125,001-
£250,000: 2%. £250,001-£925,000: 5%.
£925,001-£1.5m: 10%. Over £1.5m: 12%.
Second property buyers pay 3% above
SDLT rates above.

National Insurance

contributions

Class 1 employees: Nil on first £166
of weekly earnings. 12% on £166-£962.
Extra 2% on weekly earnings over £962.
Class 2 self-employed: Flat rate £3/
wk where earnings exceed £6,365/yr.
Class 3 voluntary: Flat rate £15/wk.
Class 4 self-employed: 9% on prof-
Its between £8,632 and £50,000 a year,
and 2% on earnings over £50,000.

Inheritance tax
Nil on first £325,000. 10% tax

Source: Blick Rothenberg

on excess of estates over £325,000.
Residential nil rate band (RNRB) £150k
when main residence is passed to direct
descendant; tapered on estates over £2
million. Unused nil rate band (NRB) and
RNRB allowances can be transferred on
death to the estate of surviving spouse
or civil partner. IHT rate falls to 36% if
10% of estate is left to charity.

Potentially exempt transfers

(PETS): If they fall outside the NRB,
gifts made within seven years of death
are chargeable at a percentage of the
full IHT rate: o0-3 years: 100%. 3-4 years:
80%. 4-5 years: 60%. 5-6 years: 40%.
6-7 years: 20%. Over 7 years: nil.

Annual gift exemption: Gifts of

up to £3,000 each tax year. You can carry
any unused allowance to the following
year, but it expires if not used that year.

Gifts between spouses and

to charities: exempt, as are marriage
gifts within certain limits and regu-

lar gifts made out of surplus income.
Charities claim on donations at 20%
gross income. Higher-rate taxpayers
receive higher-rate relief.

16 MARCH 2020 ¢ MONEYOBSERVER.COM




NEW INVESTOR

Ethical conduct: a
checklist for novice

green Investors

here are many different inter-
pretations of what used to be
badged as ethical investing —
and surprise, surprise, some
Iinvestment managers interpret it to their
advantage. What's more, there is a lot of
additional terminology to get to grips
with. As well as ‘ESG investing’ (which
takes into account environmental, social
and governance factors), there are
terms such as ‘positive tilt’ and
‘impact investing.

If you are consid-
ering ESG 1nvesting,
it s vital to do your
research to ensure you
understand what the
positive-sounding terms
sprinkled across websites
and brochures actually mean.

For those on the lookout for
an investment that backs envi-
ronmentally focused companies,
and comfortable with the idea of an
investment trust, there are two specific
trust sectors: environmental and renewa-
ble energy. However, it is difficult to iden-
tify trusts in mainstream sectors (such as
those that invest 1n UK or global shares)
that have a general ESG slant. With funds,
though, it is easier for investors to pick
out ESG options, because companies such
as investment research firm Morningstar
flag these up.

Heroes and villains. The traditional
approach has been to screen out the ‘bad
guys’ — fossil fuel, alcohol, porn, tobacco,
weaponry and gambling firms, for exam-
ple — and that’s still a common starting

point for many green funds. However,
some fund managers will take a ‘best
in sector’ approach, which means they
might include a fossil fuel company, for
example, in their fund if 1t 1s actively try-
ing to do good and has, say, carbon emis-
sion reduction goals. See what I mean
about things being nuanced when it
comes to ESG?
: Beware greenwashing.
Greenwashing refers to the
practice among fund man-
gers of trying to present

what 1s actually a pretty

mainstream fund

or approach as
green. The prac-
tice was high-
lighted in the
February issue
of Money Observer
(page 50). Some investment
groups — Royal London, Liontrust and
Stewart Investors, for example — have an
ESG approach that is more deeply embed-
ded than that of others.

Getting started. If you are exploring
ESG options, Money Observer has just pub-
lished its annual guide, Your Fund Choices
2020 - a directory of high-quality invest-
ment funds, trusts and exchange traded
funds — which includes ESG choices.

Little by little. As Greta Thunberg has
has said: “No one 1s too small to make
a difference.” Just as individuals have a
choice over what they buy or boycott, by
being selective about what they invest in,
they can exert power that should not be
underestimated. Nina Kelly

——————————————————————————————————————————————————————————————————————————————————

JARGON BUSTER:

Uncrystallised funds pension lump sum (UFPLS)

COMPOUNDING

t’s a hideous term
<INFLATION |that wwr b

re-brand, but for some
reason this was the name annuity with it.
given to a pension strat-
egy that allows individ-
uals to withdraw ad hoc
lump sums directly from
their defined contribu-
tion pension from age 55,

without ‘crystallising’ the
pension by moving it into
drawdown or buying an

There is no tax to pay
on the first 25% of each
chunk withdrawn, but
the remaining 75% will
be taxable at your mar-
ginal rate.

Prudent

parent

he government has put forward a new
10-year plan to help transform the
nation’s financial health by getting
more people to save regularly. One of
several targets on the table is to increase the
number of children receiving financial educa-
tion at school by two million, to 6.8 million.

While such a move is welcome, the gov-
ernment also needs to tackle the way schools
have dealt with financial education since it
was introduced into the national curriculum
more than five years ago. The vast majority of
schools have opted to integrate financial edu-
cation into lessons on other subjects rather
than teach it on its own, treating it as a side-
line rather than fully embracing it.

There are some great money educators, as
our sister magazine Moneywise has recognised
in its personal finance teacher of the year
awards, but | think the onus is on parents to
do their bit too. Obviously, given that | have
been writing about personal finance for a
decade, | am relatively well-placed to pass on

some wealth wisdom. When the time comes,
here are the top tips | will be giving my son as
part of our ‘money chat’, which is essentially
the personal finance equivalent of the ‘birds
and the bees’ talk, although less awkward for
all involved.

Top of the list would be attempting to
teach the power of compound interest and
how it is a friend of savers and investors, and
a foe of borrowers. It’s a tricky concept for
adults to understand and appreciate, never
mind kids, but one idea | have is to ‘reward’
my son with a ‘bonus’ if he opts to save his
pocket money rather than spend it all at once.

Another key message | will pass on to my
son is to avoid debt, although not in the case
of a student loan (which is a graduate tax) or
a mortgage to put a roof over his head. | am
thinking more about debts such as personal
loans and spending on credit cards - although
it is sensible to have one credit card and pay it
off each month to boost your credit score and
provide a bit of financial flexibility. Learning
how to budget, building a rainy-day fund and
avoiding leasehold property (I'm speaking
from experience here) will also be on Prudent
Parent’s syllabus.

Kyle Caldwell
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- ALITTLEUNFAIRTO
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© ALLIANCE TRUST

Your call for a clearer system for identify-
ing sustainable closed-ended funds
(editor’s comment, February) is welcome,
but the comment about Alliance Trust
seems a little unfair. Federated Hermes
(formerly Hermes EOS) has been hired

to add a further layer of expertise to an
already rigorous investment process that
was 1n place to assess ESG factors.

As you may know, Federated Hermes
1s a leading stewardship provider work-
ing on behalf of investors in 13 countries
responsible for approximately £634 bil-
lion in assets under advice, which pro-
vides it with significant leverage during
its engagement activities. Its dedicated
team of engagement and voting spe-
clalists enables long-term asset owners
such as ourselves to achieve their fidu-
ciary duty and be more active owners of
companies.

As you say, there is a lot of confusion
about definitions and terminology, which
makes funds difficult to categorise, but in
the absence of anything similar from the
AIC, the Investment Association’s frame-
work is quite helpful. It breaks providers/
funds down 1nto five categories: steward-
ship, ESG integration, exclusions, sus-
tainability focus, and impact investing.
By that yardstick, the old Alliance Trust
was towards the sustainable/impact end
of the spectrum. Today’s Alliance Trust is
in the ESG integration camp, so quite dif-
ferent from the previous regime.

Far from “jumping back on the band-
wagon’, as an investment trust, we
think Alliance Trust 1s in the vanguard
of attempts to achieve more systematic

A\

\\

Z-. WOODFORD WIND-UP
¢ TAX CLARIFICATION

I'm looking for guidance on how the
winding up of Woodford Equity Income
should be treated for tax purposes. I

\\

expect this is a subject quite a few of your

readers will also need to understand.
Let’s suppose I paid 120p for some
units, I receive 60p for each of those

1T he cost used cannot be deducted again in

future, and the original base cost 1s reduced

accordingly to calculate future capital gains/
losses on subsequent distributions. A part-
disposal may not arise if the amount distrib-
uted is small’— under the tax rules, small
means 5% or less than the original value of

shares, or a distribution of less than £3,000.

You need to comp!ez‘e these calculations care-

units from the January payment, and the  fu/ly, as you may still have capital gains tax

estimated total payment will eventually
be 85p per unit. Would I, for this tax year,
put this down as a loss of 60p per unit
(120p-60p), a loss of 35p per unit (120p-
85p) or something else?

In future tax years, 1if money 1s
returned beyond the ‘sale price’ that I've
used (so 60p or 85p), would that go down
as a gain in that later tax year?

Richard Murrant, by email

Nimesh Shah, a partner at Blick
Rothenberg, replies: 7¢ winding up
of the company is complicated and every
shareholder should take their own aduice,
as everyone will have different outcomes
depending on their exact circumstances

and shareholder history. I would expect the
Woodford Equity Income fund to publish
guidance notes about the UK tax treatment
for affected shareholders.

In broad terms, capital distributions
received on the liquidation/winding up of a
company arve regarded as part disposals’ for
capital gains tax purposes. For each part-
disposal, a capital gain or loss could arise,
depending on the exact figures and history.
The capital gain/loss is calculated under a
prescribed formula set out in the tax rules,
which is as follows:

Proceeds is the distribution received. T he
cost to deduct from the proceeds in order to
calculate the capital gains 1s calculated as
A/ A+ B x Cost, where A is the amount
received for the part-disposal (i.e. the distri-
bution), B is the market value qf the remain-
ing asset, and Cost is the amount the asset
was acquired for.

fo pay gf the amount You receive is more than
the cost of the original shares.

\

Z! CGT RULES FOR UK
""" NON-RESIDENTS

For tax purposes, I am resident in
Australia, where I have been living since
1974.

I have some M&G investment funds
that I have held in one form or another
since 1983. If I were to sell these shares,
would I be subject to CGT and/or with-
holding tax, and how much would I

A\

have to pay? Would M&G act on behalf
of HMRC and retain the tax payable, or
would it deposit the gross proceeds from
this sale in my UK bank account?

Joseph Zekan, by email

Dr Laura Sant, director and inter-
national tax specialist at Carthy
Accountants, part of expertsforex-
pats.com, replies: Capital gains tax

15 not charged on the sale of shares for UK
tax non-residents, as long as they remain
non-resident for a period of at least five
years. As things stand, the only exception to
this would be if you were making an indirect
disposal of UK property or land by selling the
shares (which is unlikely to be the case with
an investment portfolio). This is because you
need to have a holding of at least 25% in the
company that holds the UK land and prop-
erty as an investment.

Therefore, if you dispose of your invest-

integration of ESG factors into investing.
Mark Atkinson, Alliance Trust

 ment portfolio, this will be outside the scope of
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was interested to read Valerie
I Clack’s question (Your Money,
February) about cautious invest-
ment ideas in later life, as | had a
similar situation with my mother. In
my opinion, there’s no such thing as
a ‘low-risk’ stock market investment
— just investments that go down less
in the bad times but also go up less
In the good times.
My solution was to keep a

RELIABLE RECIPE FOR
'RETIREMENT INVESTMENT SUCCESS

reasonable amount in cash and then
Invest for growth, as | had always
done. When markets were good,

we would cash in some gains; when
markets dropped, my mother would
use the cash | had already banked. If
we had a surplus, we would plough
it back into the market if valuations
were low. Obviously, we avoided
very volatile investments, but by
Investing for growth, we managed to

to HMRC. MG will pay you the gross
proceeds from the sale of the shares. From

a UK tax perspective, i1ts an ideal situa-

tion. However, it is worth speaking with an
Australian tax adviser about your Australian
tax obligations before you dispose of the shares,
because the Australian tax authorities would
have a right to tax these gains.

Z. IS A LACK OF DIVERSITY
ALWAYS A DANGER?

We often read that it makes good sense
to maintain a diverse portfolio. Indeed, it
does, but I am guilty of not falling in line
on this.

Now that I am in my 80s, my main
interest is to create income rather than
growth. Hence, I hold 10 of the 12 renew-
able energy investment trusts listed in
Money Observer, which form about 65%
of my total portfolio.

They are all paying dividends in
excess of 5%, and only one of them, US

B\

Increase our capital significantly.
As retirement often lasts a long
time and no one knows how long
they will live, reducing exposure
to growth stocks may significantly
reduce the ability of any investor to
produce the good returns they may
need. | feel that my approach
yielded good results, and | would
recommend it to others.
Mrs JP Urquhart, by email

Solar Fund, is showing a capital loss at
the moment. My initial investment in
Bluefield Solar is now up by 37%.

I am well aware that several of them
trade at a high premium to NAV, but I
would have thought that NAV in these
Instances 1s not as easy to establish
as NAV in, say, an equity trust. I also
understand that government renewa-
ble energy subsidies have been greatly
reduced or eliminated, so that producers
are left to stand on their ‘own two feet.

We are told that renewable energy 1s
the future — so could one of your experts
please tell me what the downside 1s, 1f
there is one, and whether my portfo-
lio 1s vulnerable because of its lack of
diversification?

Neville Lloyd, by email

Ben Yearsley at Shore Financial
Planning replies: 7ere are various points
raised in this letter, and it s an oppor-
fune time to talk about them, as JP
Morgan has recently released a report
«  on the renewable energy sector.
1 here are a few things to bear
in mind about renewable energy.
Subsidies have largely been ended for
new projects, but existing projects still

recerve subsidies. However, one key reason why
subsidies have been abolished is that the cost of
new renewable energy projects has fallen so far
that such ventures no longer need subsidies to
make them financially viable. As a result, new
projects will continue to come on stream.

1he reader mentions that the pricing of the
underlying investments is not as transparent
as 1t 1s with a straightforward equity fund.
1hats true, and on that basis, it is as easy
to overstate the NAV as understate it. With
unquoted holdings, you only know what an
asset 1s really worth once you have sold it.

1he key driver of these renewable trusts is
the future price of energy. The recent report

from JP Morgan says power prices will
gradually decline over time, but most renew-
able trust managers predict gradually rising
prices. If prices do fall over time, the current
INAV will look too high. I'm not saying I
agree or disagree with [P Morgans report,
Just that, as with every investment, this isnt
a one-way bet.

I like the sector and have been a long—term
investor, but given the sector’s performance
over the past few years, I would be looking
fo diversify away into other income-
producing areas.

After looking carefully at the

environmental trade-offs of »

the different options avail- x‘b
able, Money Observer has
switched the material used Y

for wrapping subscription ‘ " y,
copies and issues with a sup- =

plement, from polythene to
fully compostable bagging
made of potato starch.

Please add it to your garden
compost or use it to line your
food waste caddy. Please
don’t put it out for recycling
or throw it away.

COMPOST

We'd love to hear from readers who have a long-term favourite invest-
ment they feel has done them proud over the years. Drop us a line
at moneyobserver.ed@moneyobserver.com.
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INCOME SPECIAL

FUND CHOICES FOR A

HELEN PRIDHAM revisits  iiioue sore busincsses may

the three 2019 Rated Fund

W Isa Income portfolios, and
updates them for 2020

cut back payments if their earn-
ings decrease, other firms will
increase their dividends as their
profits grow. Investing through
the right funds and trusts means

your money is in the hands of

nincreasing
number of
people rely on
their savings
to generate
extra income,
particularly
in retirement.
In the past, bank, building society or
National Savings accounts would proba-
bly have played

the key role in their portfolios, but the
low interest rates currently on offer
mean these accounts generate minimal
income.

Nowadays, one of the best ways to
enhance your income is to put part of
your capital in investment funds and
trusts — although that does mean upping
your risk profile. These funds provide
better immediate income — many pay
yields of 3% or more. What’s more, they
offer capital growth potential over the
medium to long term, which can protect
against inflation.

Some investors are still nervous of
stock market investments, but it is
important to bear in mind when invest-
ing for income that dividend payments in
general are more stable than share prices.
Share prices often fluctuate because
of factors beyond companies’ control,
but dividends are set by the companies
themselves.

Over the years, average dividend

Dividends are
gencerally stabler
than share prices

managers who can seek out the
companies best-placed to maintain their
dividends.

Indeed, many funds and trusts have
long records of increasing their income
payments in all stock market conditions.
Investment trusts in particular are well-
placed to smooth out their dividends, as
they can hold back some of the income
they receive in the good times to under-
pin their dividends when the going gets
tough. More than 40 investment trusts

have paid out an increasing income for
IO years Or more.

At least a quarter of Money Observer’s
Rated Funds describe themselves as
income funds or list paying an income as
one of their primary investment objec-
tives. They normally distribute income
at half-yearly or quarterly intervals,
although some funds pay monthly. But
the amount of income paid is not guaran-
teed, so while we expect our Rated Funds
to perform well and pay investors regular
and, in many cases, increasing income,
we would recommend holding a portfolio
of several funds, as this spreads your risk

across different managers and fund types.

The two main Rated Fund categories of

dividend-paying funds are UK Equity
Income and Global Equity Income,
which invest in higher-yielding UK and
overseas shares respectively. There are
also geographical income specialists that
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