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YEAR TO DATE MARKET PERFORMANCE 
as at 17/02/2014 

 
  FTSE 100     0.18% 
  FTSE All Share    0.49% 
  Dow Jones Industrial -2.19% 
  S&P 500    -0.26% 
  Nikkei 225   -11.65% 
  Hang Seng   -3.25% 
 
  1-Yr Gilt Yield   0.38% 
  5-Yr Gilt Yield   1.70% 
  20-Yr Gilt Yield  3.35% 

Welcome 
Welcome to the February issue of IQ Insight, our quarterly      
newsletter. This publication is aimed to provide you with topical 
articles that we feel may be of interest. We welcome all         
feedback, both good and bad, along with suggestions over      
subjects you would like to see in future issues. 
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IQ are proud to announce that Managing Director, James 

Espin has been voted one of the Top Rated Independent   

Financial Advisers (IFAs) in the UK on consumer ratings site 

VouchedFor. 

James was featured in The Times, Independent and Mail on 

Sunday as a result of his achievement. 

The accolade, which was awarded thanks to support from his 

satisfied clients, is great news for locals looking for help  

planning their finances. 

“I’ve been an independent financial adviser for seven years, 

having worked in financial services for a total of 11 years and 

being recognised as a Top Rated Adviser in the UK is an 

amazing feeling” says James. “Financial advice is all about 

helping people to make the most of their hard earned 

money.  In today’s testing times it is more important than 

ever that people plan for the future.  Speaking to an adviser 

can save you thousands, be that getting the right investment, 

pension,  annuity or making the right decision with your    

savings.  Is being dependent on the incredibly low rates     

offered by high street banks a good idea?” 

Adam Price, Founder of VouchedFor comments:  “Selecting a 

financial adviser to trust with your finances is a big decision.  

You need to trust them implicitly.  With over 7000                 

independent financial advice firms in the UK, and over 20,000 

advisers the choice can seem overwhelming.  Having a Top 

Rated adviser like James Espin on the doorstep is undeniably 

a great asset but don’t just take our word for it.  There is a 

raft of positive feedback about James on VouchedFor.  Read 

what his clients have to say and see for yourself!” 

James was selected as a result of clients reviewing and rating 

his services on consumer ratings website VouchedFor.co.uk.  

The site, which enables people looking for financial advice to 

find a recommended IFA, works like TripAdvisor.  You can 

search for an adviser free of charge based on location and 

services provided.  Advisers are then listed based on client 

reviews giving those seeking advice confidence that the     

adviser can be trusted. 



The UK’s economic recovery has continued to 
gain traction although some headwinds       
remain. In particular, low wage inflation 
continues to undermine domestic confidence 
while, further afield, concerns remain over 
the long-term global effects of the US 
Federal Reserve’s decision to start winding 
down its economic stimulus measures. 
 
The UK economy grew at an annualised rate 
of 1.9% during 2013, boosted by strong       
activity in the services and manufacturing 
sectors. Business confidence in the services 
sector reached its highest level for almost 
four years during January, according to 
Markit , while employment growth in the   
services sector “remained marked”. The     
National Institute of Economic & Social 
Research expects the UK economy to expand 
by 2.5% in 2014 and by 2.1% in 2015,          
supported by strong consumer spending 
and “continued buoyancy in the housing    
market”. Meanwhile, Ernst & Young’s ITEM 
Club has predicted growth of 2.7% this year, 
and 2.4% next year, and the International 
Monetary Fund has upgraded its 2014       
forecast for the UK to 2.4%. 
 
The Bank of England’s Monetary Policy     
Committee (MPC) left UK interest rates at 
0.5% for yet another month in February, 
meaning rates have remained at an all-time 

low of 0.5% for almost five years . The rate of 
unemployment did fall to 7.1% during 
 
the three months to September 2013,           
approaching the 7% threshold at which      
policymakers have said they will review UK     
interest rates, but the MPC still sees “no     
immediate need” to raise rates, even if the 
rate of unemployment falls to 7%.   Policy-
makers also believe that “the headwinds to 
growth associated with the aftermath of the 
financial crisis would persist for some time 
yet”.  
 
Elsewhere, Ernst & Young’s ITEM Club         
considers that UK interest rates should        
remain at 0.5% until average earnings start to 
recover, warning: “The continued slide in real 
wages is a weak spot in the recovery.” 
 
The pace of growth in UK house prices 
slowed down during the three months to  
January, but remained strong, according to 
mortgage lender Halifax , supported by an  
ongoing shortage of available properties. 
Prices rose at an annualised rate of 7.3% in 
January, compared with increases of 7.5% in 
December and 7.7% in November. The          
average price for a UK house broke 
through the £175,000 barrier while           
transactions during 2013 topped one million 
for the first time since 2007. 

UK ECONOMIC 
UPDATE 
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manager’s ‘Transfer Request Form’: closing one 
ISA and reinvesting the proceeds in another is 
viewed as a withdrawal and, once you withdraw, 
you lose all tax benefits on the money taken out. 
 

Although transferring is a relatively straightfor-
ward process, it is important to remember that 
any investment – particularly in shares – is likely 
to be for the long term. Consequently, you need 
to be sure your existing investment is really not 
right for you, rather than switching just because 
of a short-term downturn in markets. Before 
shifting your portfolio, remember any transfer 
will incur charges that will need to be weighed 
up against the potential benefits so do make 
sure you seek expert advice first. 

IT’S ISA SEASON! 

It’s your tax-free savings allowance but use it or lose it! 

INVESTMENT IDEAS 

Individual Savings Accounts (ISAs) are tax-efficient vehicles that allow individuals to save without paying 
income tax or capital gains tax. The maximum ISA contribution of £11,520 can be invested entirely in a 
stocks & shares ISA in the tax year 2013/14, while up to £5,760 of this amount can be saved in a cash-only 
ISA.  
 

You only receive one ISA allowance each tax year and, since it cannot be carried over, if you do not use it, 
you will lose it. The annual ISA allowance increases to £11,880 for 2014/15. Up to £5,940 can be placed in 
cash, and the balance into stock and shares.  
 

Plenty of investors wait until the last minute to use their allowance but there is no reason to delay. In 
fact, investing early allows you to gain maximum benefit from the associated tax breaks Start your         
research as early as possible and speak to us about all your options. 

How much tax do I really pay on ISA investments? 
 

Income or capital gains generated by any ISA           
investment will not incur tax after they have been 
paid to you. Similarly, no tax is paid on interest 
earned within your cash ISA or on interest pay-
ments from corporate bonds or gilts held within 
stocks & shares ISAs.  
 

You do not even have to declare the existence of 
your ISA on your tax return. However, tax of 10% 
will be deducted from all dividends and 20% from 
any interest earned on uninvested cash within a 
stocks & shares ISA before either is paid out. This 
cannot be reclaimed. 

ISA transfers: How do you move on? 
 

Sometimes, having owned your Individual Savings 
Account (ISA) for a few years, you might notice that 
the underlying investments no longer give you what 
you need. Alternatively, you might wish to switch to 
another provider with a wider choice of funds       
because your circumstances have changed. How 
can you shift your investment without jeopardising 
the tax benefits? 
 

You can transfer the value of your ISA to a different 
manager whenever you like. However, subscriptions 
to a stocks & shares ISA can only be transferred to 
another stocks & shares ISA, whereas subscriptions 
to a cash ISA can be transferred to another cash ISA 
or to a stocks & shares ISA. Once you have decided, 
you must enact an official transfer using your new 

What if I open two ISAs in the same tax year? 
 

Unfortunately HM Revenue & Customs makes no 
allowance for human error – a second ISA opened 
during the same tax year as an earlier application 
will become fully taxable. You cannot nominate 
the second ISA as your preferred account for the 
year under any circumstances. This is particularly 
relevant for regular savers as the first payment   
after 6 April automatically opens a new ISA for the 
new tax year. If you wish to stop and/or move your 
investment before the new tax year starts, ensure 
you provide instructions well in advance or you 
might find yourself stuck for another year. 



Call us on  

01522 837211  

As life expectancy in the UK continues to    
increase, financial planning is becoming      
increasingly important. If you are thinking of 
saving for retirement, then you might        
consider a pension to be the best way to     
ensure you have enough to live on when you 
are older. However, this is not the only way to 
achieve your retirement goals, and Individual 
Savings Accounts (ISAs) can provide a 
particularly useful solution. 
 
Pensions and ISAs are taxed differently. Your 
pension payments will qualify for tax rebates 
up front at your highest rate of income tax 
(subject to certain limits) after which, once 
you have taken out your tax-free lump sum, 
the income you receive will be taxable. ISA 
contributions are made out of taxed income, 
however, although any withdrawals are       
tax-free. Also, it is important to remember 
your pension income counts towards your 
personal tax-free allowance while your ISA 
withdrawals do not.  
 
As such, the choice between pensions or ISAs 
could seem to boil down to the relatively 

So... Pension or ISA? 

straightforward question of rates. If someone 
receives higher rate tax relief on their pension 
contributions, but only pays lower rate tax on 
their income at retirement, pensions appear to 
make the most sense. Meanwhile, for those 
whose income may be greater in        retire-
ment, the opposite appears to be true.  
The reality, however, can be less clear-cut.  
 
The tax rebates on pension contributions are          
important as they add value up front –           
investors welcome the effect of compounding 
on their portfolios, which helps to influence 
the size of annuity that can be bought. Equally, 
if you eventually decide to buy a pension      
annuity, those payments are guaranteed for 
life, whereas withdrawing the equivalent from 
an ISA can be less predictable. Pensions offer       
additional attractions –  employers can pay 
into a company or stakeholder pension 
scheme, and the annual contribution limits for 
pensions are much higher than for ISAs. 
 
 
 
 

It’s one of the most commonly asked questions so we try to answer it. 



BEST BEHAVIOURBEST BEHAVIOURBEST BEHAVIOUR   

Investors are strange creatures: 

they wait until the market has 
risen before they put money in 
and then sell out when the  
market has plunged - or worse, 
hold on to a floundering stock, 
waiting for it to get back to the 
value they paid for it. 
 
Why do we behave irrationally? 
We would not wait for the price 
of our morning coffee to go up 
20% before buying it, so why do 
we do this with investments? 
Why do we panic when markets 
drop, even though we knew it 
would happen? And why do we 
become attached to lame ducks 
when selling them and moving 
on would get our money back 
quicker?  
 
Many theories abound: go back 

as far as the 18th century and 
economists such as Adam Smith 
were seeking an explanation of 
why  markets behave as they 
do. One that has gathered force 
of late is behavioural finance. 
 
Behavioural finance suggests 
people often make decisions 
based on so-called rules of 
thumb, rather than after         
rational analysis. Technically 
referred to as heuristics, it      
involves understanding that the 
way a problem is presented can 
affect the outcome (a process 
called framing). Therefore,   
market inefficiencies are not 
the only way to explain         
outcomes that go against       
rational expectation. 
 
Two of the most influential  
psychologists in the field are 

ON ON ON    

YOUR YOUR YOUR    

Daniel Kahneman and Amos 
Tversky who, in 1979, published 
a paper comparing models of 
rational economic behaviour 
with decision-making during 
times of risk and uncertainty. 
Their theories sought to explain 
anomalies in the way investors 
and financial markets react. 
 
These theories help explain 
how we all got pulled into    
phenomena such as the       
technology boom (mostly too 
late to make any real money), 
despite the irrational theories 
that tend to support them. 
They also help explain why we 
sell out of a falling market, just 
when our loss is at its greatest, 
and why we hold on to ‘loved’               
investments long after they 
have started to go wrong. And 
it is why we shy away from 
markets that have under       
performed, despite indications 
of great potential. 
 
Increasingly, asset managers 
are using pricing models to take 
behavioural biases into           
account, as they believe it gives 
them an advantage. If you      
understand these theories, you 
could have that advantage too. 

BEHAVIOURAL FINANCE 
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It is understandable that so many of us put 
off the task of making a Will. It makes us think 
about our mortality and consider things 
which we hope will never happen. However, 
without one, you might be surprised to find 
out how easy it is for your assets to be        
distributed in an undesirable way. The exact 
rules of distribution depend where in the  
British Isles you live as some details differ   
between Scotland, Ireland and England & 
Wales. However, if you are not married, for 
example, the law is united in saying your  
partner may get nothing. Without a marriage 
certificate, your children and parents will 
benefit instead. 
 
Even if you are married, there are many good 
reasons for making a Will. First and foremost, 
it allows you to take positive decisions over 
who gets what - including friends, friends' 
children, charities and local societies who are 

WILL I? WON’T I?WILL I? WON’T I?WILL I? WON’T I?   

entitled to nothing without your say. You can 
also decide if ex-partners - or perhaps more 
importantly, ex-partner's children - should be 
helped out. And, if your estate is greater than 
£325,000 (£650,000 for married couples), a 
Will can help you plan to reduce your          
Inheritance Tax liabilities.  
 
In thinking like this, making a Will can actually 
become a positive, rather than negative      
experience. Considering such things in         
advance can help your peace of mind and     
ensure that all your family and friends will be 
looked after in exactly the way you want 
them to be. 
 
At IQ, we work with trusted legal partners 
throughout the county to ensure you get the 
best possible service. Please let us know if 
you would like more information or to         
arrange a meeting. 

 

Useful info: 
 
Auto Enrolment 
www.thepensionsregulator.gov.uk/automatic-
enrolment.aspx  
 

FCA 
www.fca.gov.uk 
 

Web 
www.iq-fa.co.uk 
 
 
 

 
 
 
 
Find us on.... 
 

Twitter 
@moneymadeclear 
 

Facebook 
facebook.com/iQ-FinancialAdvice 
 

LinkedIn 
linkedin.com/in/jamesespin 
 

Only 30% of UK adults have made a will. Don't leave things to chance. 

ESTATE PLANNING 

The Financial Conduct Authority does not regulate Will Writing and some forms of Inheritance Tax Planning. 

http://www.thepensionsregulator.gov.uk/automatic-enrolment.aspx
http://www.thepensionsregulator.gov.uk/automatic-enrolment.aspx

