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Welcome
Welcome to the June 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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PENSIONS

Pension freedoms.......
Freedom or paralysis?
It’s now over 2 months since the introduction of the
new pension freedom rules and according to media
reports, around 60,000 over-55s have accessed their
funds, unleashing over £1bn of retirement cash in the
process.
What is more concerning is that there are increasing
numbers of reports of people trying to access their
funds, only to be told by their pension provider that
they must take advice from a financial planner before
they can get their hands on their own money.
Whilst on face value this sounds like insurers trying to
make life difficult in order to protect their own
interests, the truth of the matter is more complex.
Although the new flexibility is proving to be very
popular with people who now plan to use the money
for many reasons other than to provide an income in
retirement, the increase in the claims culture in this
country has led to both pension providers and financial
advisers to be increasingly worried over the potential
for the freedoms to come back and bite them in years
to come.
It cannot be that inconceivable that there will be people
who will draw their pension as cash, fritter it away and
then realise that they cannot afford to retire as they had
hoped. The proliferation of Claims Management
Companies looking for their next free lunch as the PPI
furore fades away can only serve to accelerate the
inevitable claims that are bound to follow. As a result,
many pension companies are only prepared to pay out
pensions where a regulated financial adviser has
provided advice – therefore absolving the company of
any future liability when it all goes wrong.
At IQ, we have had many clients approach us
following this exact situation but I’m afraid at this
point, things do not get any simpler. The guidance we
have received so far from professional bodies and our
own indemnity insurers is that, whilst we are free to
provide the client with the advice they require, if we
feel the correct advice for a client’s circumstances is to
not encash their pension then we should not help the

client to do so. The Financial Ombudsman
has indicated that doing so could leave the
adviser’s business liable for a claim of
compensation.
The common solution is to suggest the client
signs a disclaimer, taking individual responsibility for their actions and absolving the
provider or adviser of any liability.
Unfortunately, as yet there is no suggestion
from the powers that be that this would hold
its weight when challenged by a future
complaint. Until such a time as a standardised
disclaimer is agreed by all parties, there will
continue to be an increasing number of
disgruntled over-55s. It can only be a matter
of time until this gets resolved and therefore
if you are caught in a similar situation, it may
be worth holding back until a definite path
becomes clear.

We are expanding!
Due to increasing demand for our
advice services, both in terms of
financial planning and also advice in
relation to wills and trusts, here at IQ
we are soon to have another adviser
joining our team!
This will allow us to offer advice to a
greater number of clients than possible
at present and will also broaden our
reach to clients in North Lincolnshire
and the Wash.
We hope that this addition to our team
will reinforce our position as your first

choice for anything financial.

ECONOMIC UPDATE

GREECE
UNCERTAINTY DRAGS ON
European share indices were pulled down
during May by concerns over Greece’s
inability to reach agreement with its international creditors. Share prices also experienced
significant daily volatility. Greece’s situation
was still uncertain by the end of the month,
fuelling fears that imminent debt repayments
might not be met.
The month saw the Eurogroup urge the Greek
authorities to achieve “a successful
conclusion in a timely fashion” while a
spokesman from the International Monetary
Fund (IMF) reiterated that, although talks with
Greece remained ongoing, “work still needs to
be done”. The IMF emphasised that,
ultimately, Greece’s international creditors are
aiming for “the full recovery of the Greek
economy (and) everything has to add
up”.
Although there had been some discussion
around the possibility that Greece might
“bundle” all the payments scheduled for June
into a single payment, the IMF confirmed that
Greece had not requested this “rarely used”
option. The Athens Composite index ended
May 0.3% higher, but suffered considerable
volatility.
The European Commission now expects
economic expansion in the euro area to be
slightly stronger than previously predicted
during 2015, despite the continued uncertainty
surrounding Greece’s financial future. The
body increased its growth forecast for 2015
from 1.3% to 1.5%, citing the positive effects
of a lower oil price, a weak euro, “supportive”
European policies and steady global economic

growth. A spokesman said Europe’s economy
was “enjoying its brightest spring in several years
but more needs to be done to ensure this recovery
is more than a seasonal phenomenon”.
The eurozone’s economy posted its strongest
quarterly growth since 2013 during the first three
months of 2015, expanding at a quarterly rate of
0.4%. Germany’s growth of 0.3% was somewhat
disappointing but France recorded a better-thanexpected expansion of 0.6%. Italy’s economy
moved back into the black, but Greece slid back
into recession. Germany’s Dax index fell 0.4%
over the month, while France’s CAC 40 index

fell 0.8%. Switzerland’s economy contracted at a
quarterly rate of 0.2% during the first three
months of 2015, curbed by the strong franc’s
dampening effect on exports. The SMI index
dropped on the news, but rose by 1.8% over May
as a whole. Growth in the eurozone’s factory
output lost momentum during April, although it
remained positive overall. The slowdown was led
by Greece and France, whereas Spain and Italy
continued to expand.

Q&As
We receive lots of questions
from our clients.
Here we answer just a few....

Question: What is the best way for me to save for the future? My priority is caring for my
disabled daughter.
Details: Hello, I'm interested in independent financial advice, especially with respect to pension planning
and providing for a disabled daughter. I'm 50 and would appreciate advice on what is the best way to save
money to ensure my daughter is provided for in my old age. I have a pension which is worth £300,000 and I
make regular monthly contributions. Should I be looking at property, ISAs, NISAs to provide for her long
term care?
IQ Answer
ISAs for your daughter are a good option as these offer simplicity, no
fixed costs, tax free growth and complete access. These can be
invested, held in cash or a mixture of both. If your daughter is under
18 you can contribute up to £4,080 a year into a Junior ISA, and if she
is aged over 18 then you could contribute £15,240 a year into an ISA.
However, if state benefits are a concern, i.e. you want to ensure that
any provision you make for your daughter does not affect her entitlement to means tested state benefits or
local authority assistance, then it would be wise to consider establishing a discretionary trust for her
benefit. This can also be used if you need to retain control of your daughter's financial affairs.

Question: I have been automatically enrolled into the 'people's pension' and am paying
in 7% of my salary, with my employer paying in another 3%. Am I doing enough? Is
People's Pension the best option?
Details: I'm 25 if it helps. There's a crazy amount of information on this topic and most of the information
I’ve read seems biased towards banks or other providers who want my money regardless of whether it's
the best option or not! I'm looking for a concise, unbiased source to explain this complex area to me.
IQ Answer
It’s good to see you remained enrolled in your company pension scheme; far too many people decide to
opt out especially at your age. You are also contributing more than the statutory amount so that is a
great first step. If you want to know whether this is enough, you can use a retirement planning calculator
to forecast your income into retirement based on your existing pension provision and current level of
contributions.
Should this process identify a shortfall you can take steps to make further contributions now. However, if
you continue to contribute 10% of your salary each year until your state retirement age of 68 then you
are likely to be doing enough. This of course depends on your salary and your living expenses but I
appreciate that 40+ years is a long way to look into the future.
I fear that whether People’s Pension is the best option is a moot question as your employer will likely
only give you this choice. However, they do have a 5 star Defaqto rating which is the best you can get
and have been providing workplace pensions for over 30 years so I am sure you are in good hands. I
suggest you speak to them to find out a bit more information to include your investment options and
associated charges whilst making sure your investment selection is aligned with your tolerance to risk.

ESTATE PLANNING

FAMILY TRUSTS
What are they and should every will have one?
A Family Settlement Asset
Trust (FSAT) is a discretionary
trust usually coupled with a life
interest used to protect assets
which may be property, cash,
bonds and so on. It is usual for the
settlors (those who create the
trust) to reserve the right to use
the assets (for example, occupy
property) or have income from
them. In these cases, such a right
of occupation or right to income is
know as a Gift with Reservation of
Benefit.
So what does this actually mean in
practice and what are the benefits
of this particular type of trust?
Lets take a look at why an FSAT
may be a worthwhile option;

the bereavement of their life
partner. They may struggle to
make decisions alone that
previously they would have taken
jointly. However, with an FSAT the
trustees can take decisions with
regard to the property, its maintenance and repairs. The survivor is
not alone.
The Big Spender
A surviving spouse may be
reckless with money and indifferent to property up keep. In
extreme cases they may get into
debt or even bankruptcy and the
family’s assets are swallowed up
by creditors. With an FSAT, the
assets are ring fenced within the
Trust.

Over 5% of males and 7% of
females are diagnosed with
dementia/Alzheimer’s
These illnesses prevent sufferers
from taking decisions. They lose
capacity. This means that they
cannot make decisions, sign
documents, maintain property etc.
Property may fall into disrepair
and the individuals wellbeing can
be detrimentally impacted as a
result of their living conditions.

The 2nd Marriage
The surviving spouse may be
persuaded to make a new will or
may not even get round to making
a new will on re-marriage at all.
This means assets may go to the
new spouse without taking into
account the interests of the
previous family. But with an FSAT,
the re-marriage of a surviving
spouse is irrelevant, the assets are
protected and sideways
dis-inheritance is avoided.

Vulnerable Adults
When a spouse dies, the survivor
may become vulnerable following

Care Fees
If a surviving spouse ultimately
goes into care, the Trustees could

opt to rent out the property and
utilise the rental income to top up
care fees providing more control
to the family regarding the standards of care their loved one will
receive.
The creation of any Trust requires
careful consideration and Trustees
should be aware of their duties
and obligations regarding the
careful, but not necessarily burdensome, administration of the
Trust. This type of Trust goes hand
in hand with other Estate Planning
solutions such as Lasting Powers
of Attorney. The FSAT is designed
to protect the property during the
settler’s lifetime. The LPA is
designed to protect the individual
during their lifetime.
Not all Estate Planning takes
effect upon death and lifetime
planning can have a significant
impact on the wellbeing of loved
ones lives whilst they’re still with
us.

Need more information?
Drop us a line at
info@iq-fa.co.uk

Call us on
01522 837211

TAX-FREE SAVINGS

YOUR ISA
QUESTIONS ANSWERED
We look at some of the more common ISA questions we receive
Q: What if I open two ISAs... in the same tax
year?

Q: How much tax do I really pay on ISA
investments?

A: 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.

A: 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 payments from corporate bonds or gilts
held within stocks and shares ISAs. You do not
even have to declare the existence of your ISA
on your annual tax return. However, tax of 10%
will be deducted from all dividends and 20%
from any interest earned on uninvested cash
within a stocks and shares ISA before either is
paid out, and this cannot be reclaimed

2015/16 limits for ISAs
Allowances for Individual Savings Accounts (ISAs) have again been increased for the current tax year. The
introduction of the ‘New ISA’ (NISA) from 1 July 2014 saw substantial reforms to the ISA system that
provide greater flexibility and more choice for investors. Under the new system, savers can invest their
entire £15,240 allowance for the 2015/16 tax year into cash, stocks and shares, or any combination of the
two. Moreover, investors can transfer their ISAs between providers as often as they like (subject to their
providers’ rules).
Do not forget one of the golden rules of ISA investing – if you do not use it, you lose it – so make the most
of each year’s allowance. Please note that levels and bases of, and reliefs from, taxation are subject to
change.

Useful info:
Auto Enrolment
www.thepensionsregulator.gov.uk/automaticenrolment.aspx
FCA
www.fca.gov.uk
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