
Heath House, 156a Sandridge Road, St Albans, Herts, AL1 4AP
Tel: 01727 899244

Email: info@aquawm.co.uk  Web: www.aquawm.co.uk
Aqua Wealth Management Limited is Authorised and Regulated by the Financial Conduct Authority.

THE BUDGET: WHAT 
WAS IN IT FOR YOU?
This year’s Budget was aimed at Britain’s 
“makers, doers and savers” and there were 
certainly a few bombshells in what has been 
called the best-guarded Red Book in years.  

The Chancellor announced tax changes affecting defined 
contribution pension arrangements, which look to scrap 
compulsory annuity purchase altogether and allow savers 
unlimited access to their pension pots. The finer details of 
this change will no doubt appear over the coming months. 
Essentially, it provides retirees with more choice but making the 
right one will undoubtedly require advice.
 
Assessing the new opportunity, experts have tipped a buy-
to-let boom as people increasingly see rental property as a 
viable source of retirement income through to a flourishing 
multi-asset fund sector. ‘Lifestyle’ funds, a common default 
strategy for those buying an annuity, have had their suitability 
called into question. ‘Lifestyle’ approaches gradually reduce 
risk through their asset allocation as savers move from the 
accumulation phase (building up your retirement pot) into that 
of decumulation (income drawdown). 

But if savers are more inclined to withdraw larger lump sums 
earlier, no longer fearful of hefty tax penalties, alternative 
strategies might be more suitable, such as using a multi-asset 
vehicle or entrusting your portfolio to a risk-targeted model 
portfolio designed to generate income, for example.

There are many investment options to research and significant 
tax implications that must be understood. The funds industry 

may see this as an opportunity for product development, aimed at 
would-be annuitants.

In few other Budget speeches has the importance of financial 
advice been so explicit, with Osborne promising that “everyone 
who retires on these defined contribution pensions will be offered 
free, impartial, face-to-face advice on how to get the most from 
the choices they will now have.”

Under closer scrutiny that will more resemble government 
guidance than “advice” and will be paid for by fees, rather than 
“free” but it highlights the importance of a helping hand to guide 
you through the saving and retirement maze. 

A more flexible ISA regime, Junior ISA threshold lifted to £4,000, 
peer-to-peer loans included in the ISA allowance will all further 
boost UK personal savings. But as always with investing, a solid 
understanding of the inherent risks is necessary to make the most 
of the new landscape.

Like the advent of a new year, the Chancellor’s budget typically 
prompts thoughts of making sure our financial plans are still on 
track. For most people, the budget usually results in a few minor 
tweaks. The changes announced in this year’s budget mean that 
many of us are likely to need a more thorough review.
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There are many mortgage options and the right one for you will depend 
upon your personal circumstances. A mortgage adviser can talk 
you through the pros and cons of fixed rate, variable or discounted 
mortgage. Whether regular payments and the ability to budget more 
accurately is important, or the flexibility of paying off chunks and 
reducing your overall interest rate if this were an option, they’ll be able 
to point you in the right direction. 

At today’s low interest rates, fixed rates are a great choice for some 
– especially if you think that interest rates are likely to rise over the 
coming months and years. If you can’t opt for a fixed rate right 
now, perhaps a tracker would be more appropriate, with the added 
bonus of the option to repay or exit early, if your financial situation 
changes.

Don’t forget, it’s not just the repayments you need to consider, but the 
cost of any arrangement, booking or valuation fees to show a truly 
like-for-like comparison. Also, consider any early repayment charges 
or exit fees. The mortgage world is changing quite rapidly and new 
arrangements are continually coming to market. Speak to a mortgage 
adviser about your circumstances – whether you’re after a remortgage, 
a second home or taking the first step onto the housing ladder, they’ll 
be best placed to find you the most appropriate deal.

Buy to Let mortgages are not regulated by the Financial Conduct Authority

MORTGAGES, ON 
THE UP?
In its strongest start to the year since the nadir of 
the credit crunch, the UK mortgage market seems 
to be showing signs of life. In its latest monthly set 
of data, the Council of Mortgage Lenders – whose 
members represent 95% of retail mortgage lending 
in the UK – said gross mortgage lending was 
£15.5bn in January, a 33% increase on the previous 
year’s figure. They said monthly approvals for home 
purchase averaged 70,000 for the final three months 
of 2013 – the strongest figure for six years.
  
Assistance schemes like the Government’s Help to Buy programme 
have been thanked in part for the surge in activity and some 
believe the strong gross figures suggest the UK housing market’s 
health is improving. With an improving economic backdrop, falling 
unemployment, better consumer confidence and still-low interest 
rates, all the factors are in place for a healthy housing sector. 

With recent estimates suggesting state residential 
care facilities are underfunded to the tune of £700m*, 
a reliance on government to look after you or your 
elderly relatives is increasingly unrealistic. 

The difficulties facing the sector, coupled with the heightened 
emotions frequently associated with looking after ill or fragile 
relatives could test even those in quite privileged positions. 
Conservative MP Peter Bone was recently exposed as facing 
criminal investigation over claims of £100,000 benefits fraud in a 
dispute over his mother-in-law’s care home fees. The case hit the 
headlines and long term care returned to everyday conversation.

State care is a means-tested benefit, with different thresholds 
depending on where you live. Excluding your home, your 
personal assets need to be valued at a certain level, above 
which you are expected to pay for your own care requirements. 
Whilst the threshold figure varies across the UK, in England it 
is currently £23,250 whilst Scotland is much more generous. 

Campaigns are in place by charities like Age UK to raise the thresholds 
and a government consultation is underway regarding imposing a 
£72,000 cap on lifetime care costs per individual and help reduce the 
likelihood that people have to sacrifice their homes in order to release 
funding. The details have not yet been released but reform looks set to 
come in from next year. 

The industry is heavily involved in the consultation period, which may 
result in new product development with specific care funding objectives. 
Currently, common routes include the purchase of an ‘immediate needs’ 
annuity, which pays a guaranteed income for life in exchange for a 
one-off lump sum, or a basic or enhanced annuity,  equity release or 
other regular savings vehicles. With more flexible pension savings 
arrangements having been announced, having an effective plan and 
knowing how much and when to start putting it into effect is vitally 
important.   

Like many things financial at the moment, this is an area undergoing 
change. And, like all things financial, if you or a relative are likely to be 
affected, getting to grips with the current situation and figuring out how 
much needs to be set aside is better done sooner rather than later. Your 
financial adviser can help.

* Source: Independent Age, November 2013.

TAKE CARE: KEEPING IT 
IN THE FAMILY
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Annuities have never attracted as many
newspaper headlines as they have recently. First, 
the review by the industry regulator, the Financial 
Conduct Authority, reported in Feb 2014 that – as 
many critics had thought for years – most people 
weren’t getting best value from their incumbent 
pension provider and would be better off 
shopping around.

Then came Chancellor George Osborne’s new rules threatening 
the annuity market as he introduced a series of tax changes, 
effective in 2015-16, increasing access to pension pots and 

reducing taxation which meant that “no one will have to buy 
an annuity”. Meanwhile, in the 2014-2015 tax year, the 
minimum income requirement for flexible drawdown is cut 
from £20k to £12k and other drawdown allowed up to 150% 
(was 120%) of ‘GAD’ benchmark annuity.

Annuity rates have halved in the last 10 years and while 
historically seen as the main option, providing a steady and 
reliable income in retirement, the returns are low and a long 
survival is usually needed in order for retirees to regain 
their investment. Hence the FCA review, which found 80% of 
people who bought an annuity would have been better off 
shopping around and buying one elsewhere, referred to as 
the ‘open market’ option, which supposedly would have given 
an average of 10% higher rate than their existing provider.

Wills were once perceived as only something to worry about if you were very old and very rich. Having our 
financial affairs in order brings a huge comfort regardless of life-stage or degree of wealth, yet still only around 
a third of UK adults have written a Will.

Why bother? First and foremost, a Will ensures that after you’re 
gone, your assets fall into the right hands, relieving family members 
of having awkward discussions about money and letting them 
grieve in peace. The more technical aspect of a Will ensures you 
don’t overpay on inheritance tax – although this complex area is 
one where specialist advice is crucial to making the best decisions. 

While you can write your own Will, legal advice reduces any risk 
of misinterpretation and it’s a sensible inclusion in your broader 
financial plan – part of getting your house in order, if you like. With 
that in mind, remember Wills are not just the domain of the elderly.

Because life is full of uncertainties, especially if you have a family, 
you might consider writing a Will far earlier than you believe is 
relevant, so you can rest assured your loved ones will be taken 
care of in the way you’d hoped. It’s never too early and you 
can always write a new one if circumstances change at a later 
date. With even the slightest complexity, from running a business 
or holding property overseas, to having a second spouse and 

multiple dependants, legal advice is strongly recommended before 
preparing your document. 

The witnessing, signing and dating is as important as the contents, 
otherwise the Will is rendered invalid. Don’t forget about 
safekeeping – tell your spouse or partner, a close friend or the 
person you appoint as your estate executor of the whereabouts of 
your Will, just in case.

Discussions about Wills come with many myths, such as the 
husband or wife of anyone who dies intestate will automatically 
receive the entire estate – not necessarily the case and ‘common 
law’ partners don’t resonate with HMRC, regardless of the length of 
relationship. 

Remove the risk. Take the right advice and use the opportunity to 
make some very important decisions while you still have the chance.

Will writing is not regulated by the Financial Conduct Authority

LIFE AFTER ANNUITIES

WILL YOU, OR WILL YOU NOT?
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While very wealthy individuals have taken advantage of income drawdown 
options for years and low earners will likely rely on state benefits, those in the 
‘middle’ will likely face the biggest-ever change to their pension arrangements. 
They now have more choice. This is only a good thing if you make the right choice 
– the need for advice is paramount. 

Whilst buying an annuity is no longer mandatory, they may still be the right choice 
for some. They exist in many different forms, such as investment-linked, joint 
life and impaired life or enhanced annuities (which may be appropriate if you 
have a particular health condition or are a smoker). Variable (or flexible income) 
annuities may grow in popularity as savers still want a level of security but don’t 
want to lock in income levels, but these introduce greater investment risk.

It’s important to remember that annuities are now just one option and with 
an increasingly varied landscape to navigate, we urge you to seek out good 
financial advice.



It is important to take professional advice before making any decision relating to your personal finances. Information 
within this newsletter is based on our current understanding of taxation and can be subject to change in future. It does not 
provide individual tailored investment advice and is for guidance only. Some rules may vary in different parts of the UK; 
please ask for details. We cannot assume legal liability for any errors or omissions it might contain. Levels and bases of, 
and reliefs from taxation are those currently applying or proposed and are subject to change; their value depends on the 

individual circumstances of the investor.

The value of investments can go down as well as up and you may not get back the full amount you invested. The past 
is not a guide to future performance and past performance may not necessarily be repeated. If you withdraw from an 

investment in the early years, you may not get back the full amount you invested. Changes in the rates of exchange may 
have an adverse effect on the value or price of an investment in sterling terms if it is denominated in a foreign currency.

Think carefully before securing other debts against your home. Your home may be repossessed if you do not keep up 
the repayments on your mortgage. A fee may apply for mortgage advice and, if applicable, you must ask your adviser 
for details before making any decision relating to a new mortgage as the actual amount will depend on your personal 
circumstances, but the typical amount is 1% of the loan value (on a typical £100,000 mortgage, this would be £1,000).
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HOW STRONG IS 
THAT SAFETY NET?

We all want to look after the ones 
we love. So how do you provide 
that financial safety net, designed 
to catch your nearest and dearest 
in tough times?

If you’re the main breadwinner, you have 
a responsibility to ensure that your family 
is protected should you die or find yourself 
unable to work. Your financial adviser 
will look at your earnings, savings and 
liabilities such as outstanding debts or 
future costs that will need to be met. While 
your mortgage repayments may already 
be covered, do you want or need to do 
more? Would you rather a lump sum was 
paid out, or should your policy deliver 
regular income? 

Level term assurance pays out a lump sum 
if you die within the term of the policy 
and is one of the more basic types of 
cover. It will suit the simpler needs of most 
mortgage borrowers with dependants. 
Decreasing term insurance policies tend to 
be geared to a mortgage, designed to pay 
out less over time as the amount of capital 
outstanding reduces.

If regular income is more important, you 
might want to look into family income 
benefit (sometimes called family income 
protection). At the lower-cost end of the 
spectrum, these policies pay out a regular 
amount over a decreasing term, mainly 
because the financial impact tends to be 
greater more immediately, with pressure 

easing as children grow up and time 
passes. This type of cover suits those reliant 
on the main breadwinner’s salary and who 
would prefer a regular income.  

Whole-of-life policies are becoming 
increasingly popular with those concerned 
about inheritance tax (IHT) but are usually 
more expensive because they tend to 
provide cover for longer and will, by 
design, result in a valid death claim in most 
instances. If IHT is on your agenda, you 
may prefer ‘second death’ life cover, rather 
than single life or a ‘joint life, first death’ 
plan, which ceases when the first of the two 
people insured dies.

If it’s not death, but illness that keeps you 
awake at night, then look into critical illness 
insurance (CII). However, as a particularly 
exclusion-filled area of the market, it is 
vital you fully understand the cover you 
buy. CII pays out a one-off lump sum if 
you are diagnosed with one of the specific 
medical conditions or injuries listed on the 
policy. Severity-based cover is becoming 
more common, with commensurate staged 
premiums for heart attacks, strokes, certain 
cancers and multiple sclerosis generally 
covered.

A lower-cost option, with potentially more 
scope if you can’t work for a period, is 
income protection insurance. This provides 
a regular payment for the length of time 
you are unable to work and you can put in 
multiple claims throughout the policy term.   

NEWS BITES
The National Audit Office and Public 
Administration Select Committee have 
concluded that investors in last year’s Royal 
Mail flotation got their shares at a bargain 
basement price. The shares were priced at 
330p but closed at 445p on the first day of 
trading. They stood at 563p on 31 March.

Key elements of the official Mortgage Market 
Review take effect on 26 April. Lenders 
face stricter requirements to reduce the risk 
of over-borrowing. They must check loan 
applicants’ income, assess ability to meet 
future rate rises and vet plans for eventual 
repayment of interest-only mortgages.

Exactly one year on from its creation, 
the Financial Conduct Authority became 
responsible at the start of April for regulating 
payday loan companies, other credit 
providers and debt management firms. FCA 
chief Martin Wheatley promised a tough 
regime with a curb on repeated loan rollovers.
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