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Spring Budget

The context and headlines from
Phillip Hammond's ﬁrst (and
last) Spring Budget.

The £1m Inheritance
Tax allowance

An allowance that will add
£175,000 to each parent’s main
residence nil-rate band.

Buying for the ﬁrst
time?

Getting onto the property
ladder may seem like a
daunting process, but there is
help available.

Achieving your
ﬁnancial goals

The value of high-quality
ﬁnancial advice in an
increasingly complex world.

Surviving the loss of a
key person

The loss of a key person from a
small or medium-sized
business can have a dramatic
effect.

Time for an upgrade

Products like critical illness
insurance have changed, so it's
important to make sure your
cover hasn't become outdated.

Pensions for stay-athome parents

We look at some practical ways
full time parents can save for
their retirement.

General

Spring Budget
The backdrop to Phillip Hammond’s Spring Budget was very
much dictated by the events between March and November
2016. In what proved to be his last Spring Budget, George
Osborne performed a range of financial gymnastics to hang onto
his one remaining borrowing target, the elimination of the budget
deficit by 2019/20.
If you need further
information on how you
will be affected personally,
please get in touch.

Even before the Brexit vote, that goal was looking
unlikely to be reached. By July it – and Mr Osborne
– had been abandoned. Although Mr Hammond talked
early on about a “fiscal reset”, he wisely waited until
the Autumn Statement to reveal new numbers. These
markedly increased government borrowing over the
coming years and replaced Osborne’s projected
£10.4bn surplus in 2019/20 with a £21.9bn deficit.
That projected increase in borrowing was more a
recognition of post-referendum reality than any new
policy initiative. Helpfully, it did give the new Chancellor
some wriggle room: £12.2bn was added to the 2016/17
borrowing target, making it that much easier to hit and
setting a higher baseline for 2017/18 onwards.
However, the latest calculations from the Office for
Budget Responsibility (OBR) suggest that not only will
the Chancellor undershoot the revised 2016/17 target
by £13.4bn – more than the November increase – he
will also see marginally lower borrowing in the next
three years than previously forecast.

One reason for the improved outlook is that the
OBR has increased its growth forecast for 2017
from the 1.4% it saw in November to 2.0%, the
same adjustment as the Bank of England made
in its Quarterly Inflation Report. Economic growth
further out is modestly reduced in the OBR’s latest
projections. 2016 produced economic growth of
1.8%, marginally lower than the Autumn Statement
estimate of 2.0%.
Inflation, running at 1.8% on the CPI measure (and
2.6% on the old RPI yardstick), is expected to reach
2.4% this year and 2.3% in 2018. While working-age
benefits generally remain frozen, the government
finances still suffer because of increased borrowing
costs on index-linked gilts. However, the government
remains able to borrow 10-year money via the
conventional gilts market at a rate of about 1.25%
– just as well with over £55bn needing to be borrowed
in 2017/18.

So what did emerge from the
Spring Budget?
Much of the answer is to be found in the
previous year’s Autumn Statement but,
as ever, there were a few surprises, both
good and bad:
• A rise of £500 in the personal allowance
to £11,500 for 2017/18.
• A £2,000 rise in the higher rate threshold
for 2017/18, to £45,000, clawing back a
small part of the under-indexation of earlier
years. However, this will not apply fully to
Scotland, where the higher rate threshold
for non-savings, non-dividend income has
been frozen.

• A £200 increase in the capital gains tax
annual exemption to £11,300.
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• A reduction in the tax-free dividend allowance
to £2,000 from 2018/19, just two years after
its introduction at a level of £5,000.

Mortgages

Buying for the first time?
For first time buyers, getting onto the property ladder may
seem like a daunting process, but there is help available.
If you want to discuss how we
can help you to get on to the
property ladder, please get
in touch.

With demand outstripping supply in many areas, the
average UK house price has been pushed beyond the
reach of many of the UK’s estimated 335,750 first time
buyers. A report from The Land Registry (based on
data from November 2016) shows an annual price
increase of 6.7%, taking the value of the average
UK property to £217,928.
When you consider that first-time buyers would
typically put down around 20% against their first
home, it’s no wonder that finding a sufficient deposit
is becoming increasingly difficult – especially for
those currently renting. In fact, one of the major
lenders reported the average first-time deposit has
more than doubled since 2007 to more than £32,000.
If you're struggling to save a large deposit you may be
able to find a mortgage rate of 90% or 95% – provided
you can meet the lender's affordability criteria.

The bank of mum and dad

Meanwhile research by the Social Mobility Commission
has found an increasing proportion are turning to their
parents for help buying their first home. In fact, over a
third of first-time buyers in England (34%) are relying
on the bank of mum and dad, compared to one in five
in 2010.

The ‘bank of mum and dad’ has been a useful financial
foot-up for many, but what about parents who want to
help their kids but don't have savings?

Government help

Although the Help to Buy: mortgage guarantee scheme
ended in December 2016 the Help to Buy: Equity Loan
is still available. The Government lends you up to 20%
of the cost of your newly-built home, so you’ll only
need a 5% cash deposit and a 75% mortgage to make
up the rest. Equity loans are available to first time
buyers as well as homeowners looking to move.
The home you want to buy must be newly built with
a maximum price tag of £600,000.
Other initiatives to help first-time buyers include The
Help to Buy: ISA which helps you boost your savings
by 25%. For every £200 you save you receive a
government bonus of £50. The maximum government
bonus you can receive is £3,000.
Sound mortgage advice can take the complexities
out of the home-buying process and maximise your
chances of getting an affordable mortgage.

Your home may be repossessed if you do not keep up repayments on your mortgage.

335,750

first time buyers
in the UK

£217,928

average value
of a UK property

x2

first-time buyer deposits
doubled since 2007

34%

of first time buyers
rely on parents
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At a glance:

Protection

Surviving the loss of a key person
If something happened to you, your co-owners or employees,
could your business survive?

• 40% of businesses would cease trading in less than
a year of the death or serious illness of a key person
• 63% of sole traders would cease to trade immediately
• 46% of new businesses (less than two years old)
would cease to trade immediately
The loss of a key person within a small or mediumsized business can cause unexpected costs and
disruption. Not only would the business have to fund
the cost of recruiting and training a replacement,
but it would also risk suffering from a:
• loss of profits
• loss of important business contacts
• loss of knowledge and expertise
• Customers and suppliers losing confidence
in the business

Business protection insurance can
help mitigate or even avoid these
risks altogether
As a business owner, you should know there are
three main types of business protection: Key Person
Insurance, Shareholder Protection Insurance and
Business Loan Protection.

For further information
or advice on setting up a
business protection policy
please get in touch.

•K
 ey Person Insurance – provides a lump sum
to the business on the death of an important
member of the business.
•S
 hareholder Protection Insurance – provides a
lump sum that will allow remaining shareholders
to buy the shares of a deceased shareholder.
•B
 usiness Loan Protection – provides a lump sum to
help a business pay any outstanding business loans.
Deciding on the right type of cover depends on the
circumstances involved and the events the business
wants to insure the key person against.
People are the biggest asset to any business and
Business Protection Insurance is designed to keep
your business trading should the worst happen.
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According to research by Legal and General,
if a business suffered the loss of a key person:

Pensions

Pensions for stay at home parents
Could you survive on £8,000 a year or
less, in retirement?
If you’ve given up work to look after your family, you’ll
be among those least likely to save for retirement
simply because you have no income.
And when it comes to the State Pension, you’ll usually
need at least 10 qualifying years on your National
Insurance to qualify. In other words, for 10 years and
more, one or more of the following applied to you:
• you were working and paid National Insurance
contributions
• you were in receipt of National Insurance credits,
for example if you were unemployed, ill or a parent
or carer
• you were paying voluntary National Insurance
contributions
If you have between 10 and 35 qualifying years you’ll
receive a proportion of the new State Pension. You’ll
need 35 qualifying years to get the full new State
Pension of £159.55 per week. If you have 10 qualifying
years you’ll get £44.50 and for 20 qualifying years
you’ll get £89 per week.
So, as a full-time parent, you need to ask yourself
‘could I survive on £8,000 a year, or less in retirement?’
If you answered ‘no’ there are some practical things
you can do now to save for your future retirement:

Workplace pension

If you were working and have taken maternity leave
or paternity leave (by taking advantage of shared
parental leave) and were enrolled in the workplace
pension scheme you should stay in it. Your employer
will continue to make contributions into your fund for
the duration of your parental leave and in some cases
you can continue making contributions if you can afford
to do so.

Private personal pension

If you don’t have a workplace pension you could
open a private personal pension and if you are a
basic rate tax payer you will have your contributions
topped up by 20% for a Basic Rate tax payer. So,
if you invest £800 in to a pension you will have it
topped up to £1,000.
If you are a full-time parent and your partner works
you may want to consider asking them to pay in to a
pension for you. If your partner pays into your pension,
you automatically get tax relief at 20% if your pension
provider claims it for you.
The value of your investment and any income
from it may fall as well as rise. You may not get
back the amount you originally invested.
HM Revenue and Customs practice and the law
relating to taxation are complex and subject to
individual circumstances and changes which
cannot be foreseen.

Child Benefit

Your years as a parent still qualify towards your state
pension. As long as you are registered for child benefit,
and your eldest child is under 12, you will get National
Insurance (NI) credits for the time at home.
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To find out more about your
or your partner’s pension
options please get in touch.

Investments

The new £1m Inheritance
Tax allowance
In the wake of the 2015 General Election, the Conservative Party
confirmed it would deliver on its Manifesto promise that parents
could pass their property up to the value of £1m to their children
free of Inheritance Tax, thanks to a new ‘family home allowance’.
An estate will also be entitled to
the RNRB when an individual has
downsized to a less valuable home
or sold or given away their home
after 7 July 2015, provided the
deceased left the smaller residence
or assets of equivalent value to
direct descendants.

The allowance is called the
Resident’s Nil Rate Band (RNRB)
and takes effect in April 2017.
By 2020/21 it effectively adds
£175,000 to each parent’s nil-rate
band (currently £325,000) in
respect of their main residence,
bringing the total that may be
transferred IHT-free on the second
death to £1m.

The RNRB allowance

The maximum amount of RNRB
will increase every tax year
as follows:

Basic rules

An estate will be entitled to the
RNRB if:
• the individual dies on or after
6 April 2017
• they own a home, or a share of
one, so that it is included in their
estate for Inheritance Tax
• their direct descendants, such as
children or grandchildren, inherit
the home or a share of it

Tax year at death

RNRB

2017/18

£100,000

2018/19

£125,000

2019/20

£150,000

2020/21

£175,000

For later years, the amount of the
RNRB will increase in line with the
Consumer Prices Index.

• the value of the estate is not more
than £2m (estates valued at more
than £2m the RNRB (and any
transferred RNRB) will reduce by
£1 for every £2 over the £2m
taper threshold. This means that
in the tax year 2020 to 2021, an
individual would not be entitled to
the RNRB if their estate is worth
more than £2,350,000.)

Any unused RNRB can be
transferred to the deceased’s
spouse / civil partner’s estate. This
can also take place if the first of the
couple died before 6 April 2017
(even though the RNRB wasn’t
available at that time).

The definition of direct
descendant
For RNRB purposes, a direct
descendant of a person is:

• a child, grandchild or other lineal
descendant of that person
• a spouse or civil partner of a
lineal descendant (including their
widow, widower or surviving
civil partner)
• a child who is, or was at any time,
that person’s step-child
• an adopted child of that person
• a child who was fostered at any
time by that person
• a child where that person is
appointed as a guardian or
special guardian for that child
when they’re under 18
HM Revenue and Customs practice
and the law relating to taxation are
complex and subject to individual
circumstances and changes which
cannot be foreseen.
Contains public sector information
licensed under the open
Government Licence V3.0.

Example case studies

• The maximum available RNRB in tax year 2020
to 2021 is £175,000.

Mrs B dies in the tax year 2020 to 2021 leaving a
flat worth £100,000, and other assets of £400,000
to her son. She leaves the rest of her assets of
£500,000 to her husband; these are exempt for
IHT purposes.

• The RNRB that applies is £175,000 (the lower
of the home value or £175,000)

• The maximum available RNRB in tax year
2020 to 2021 is £175,000.

• The Inheritance Tax Nil Rate Band (NRB) is
£325,000

• The RNRB that applies is £100,000 (as it is
the lower of the home value or £175,000)

Mr A dies in the tax year 2020 to 2021 and leaves
a home worth £300,000 and other assets worth
£190,000 to his children.

Estate value

£490,000

Less RNRB

£175,000

Remaining estate value

£315,000

Less NRB

£315,000*

Value that IHT is due on

£0

*£10,000 of NRB is unused and can be transferred
to spouse.

• The Inheritance Tax Nil Rate Band (NRB)
is £325,000
Estate value

£500,000

Less RNRB

£100,000*

Remaining estate value

£400,000

Less NRB

£325,000

Value that IHT is due on

£75,000

*£75,000 of RNRB is unused and can be transferred
to spouse.
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If you would like to discuss
the impact of Inheritance Tax
on your financial planning
please get in touch.

General

Achieving your financial goals
We lead complex lives in an increasingly complex world.
As financial planning experts we can help you better
understand your financial challenges, goals and needs,
and help you find appropriate ways to meet them.

Mortgages

With so many mortgage lenders offering products on
the high street and online, it can be tempting to cut out
the middle man. But when you’re making such a huge
financial commitment, professional guidance can be
invaluable, particularly if your needs are out of the
ordinary. As well as arranging your mortgage we can
also recommend specialist professional services that
can help with other elements of your home-buying
process, including solicitors and surveyors.

Protection

When using comparison sites and direct insurers, how
can you be sure their “off-the-peg” solutions meet your
specific needs? Using our expert product knowledge
we can help you find the most appropriate solution
for you. Whatever your particular need – be it income,
family, mortgage or business protection – we can
access high quality products from a range of
handpicked providers; providers we have selected
because they are proud to stand behind claims when
it matters the most.

Investment planning

As well as your pension, you may have opportunities
to invest lump sums – such as an inheritance or
bonus – but are unsure about how to do this. As
with all areas of financial planning, it pays to have
a clear objective or vision. We can talk you through
the important things to consider and help you create
a balanced and diversified portfolio, taking into
account your financial goals, attitude to risk, and
any appropriate tax planning.

Retirement planning

The responsibility to create a comfortable retirement
is falling increasingly on the individual, and the
new pension regulations, whilst bringing welcome
freedoms, introduce additional complexity to your
at-retirement choices.
The right financial plan could help secure a more
comfortable retirement – not just for you, but also for
your loved ones and heirs. We can help you navigate
the complexities of the new rules. Knowing what can
be achieved and establishing the right strategy as
early as possible can help you prepare for the future.

Inheritance Tax Planning

Passing our hard-earned wealth to loved ones often
forms a big part of our ambitions. The right forward
planning can help you maximise your heirs’ inheritance
by minimising tax liabilities. We can help you put the
right structures in place.
HM Revenue and Customs practice and the law
relating to taxation are complex and subject
to individual circumstances and changes which
cannot be foreseen.
The value of investments and any income from
them can fall as well as rise. You may not
get back the amount originally invested.

Your home may be repossessed if you do not keep up repayments
on your mortgage.
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Your needs in any and all of
these areas will change over
time, and regulatory changes
can impact the effectiveness
of any structures already
in place. That's why we
recommend regular reviews
to ensure your plans remain
on track.

Even a seemingly straightforward financial goal can
involve numerous decisions and a lot of time and effort
getting it right. Whether it’s buying a home, investing
for the future or protecting the people and things you
cherish, we're here to help you make the right choices
for your needs. Here are some of the services we
provide, which our clients have told us they value
the most.

Protection

Time for an upgrade?
Have you upgraded your mobile phone in the past two years?
If the answer’s yes, your choice may have been driven by a change in your
needs or wants. Perhaps you opted for a better deal, a different contract, or a
handset with new features that weren’t available with your previous model?

We can review your needs
and make sure you have
the right cover in place.
To arrange your review,
please get in touch.

When it comes to updating your phone TV or
even your car we all want to feel like we’re getting
a good deal.
The question is: why don’t more of us do this
with items like the financial products we pay for
every month?

Are your current arrangements still
right for you?
Take critical illness insurance as an example.
If you have a critical illness policy:
• When did you last update it?
• Does it still provide the cover you need?
• Does it continue to provide the benefits and
features you need?

When your needs change, it makes
sense to update things

Life may have changed since you last bought
or reviewed your critical illness insurance cover.
You may have had children, moved house, or
your income may have changed.
This means that even though you have a critical
illness plan in place, it might not offer you the level
of cover you’d need if the unexpected happened.

Insurance innovation

It’s not just mobile phone companies that compete
to offer the most innovative products – insurance
companies are constantly updating their products
to reflect customers’ changing needs too.
Given that more of us are living longer and surviving
serious illnesses like cancer it is perhaps unsurprising
that products like critical illness insurance have
changed in recent years. For instance, many insurers
have introduced greater flexibility and extended their
cover to cater for a wider range of illnesses. Some
have even introduced completely new products
offering partial pay-outs, or for an additional cost,
allow you to claim for non-critical illnesses and injuries.

Protect your loved ones

Critical illness insurance can help you cover mortgage
or rent payments, treatment, or any home alterations
you may need to make as a result of an unexpected
critical illness – so it’s important your cover remains
up-to-date.

01132 555762
janice.brooke@openwork.uk.com
www.brookeﬁnancial.co.uk
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Brooke Financial
Suite 7
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However, it might also provide cover for certain
conditions which may not be available on a new plan.

