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Investment

Don’t lose
out to
inflation

Putting your hard-earned cash into savings
accounts may not be the most efficient way
to make your money work for you.
If you’ve been placing your cash into a savings account over the past
decade, you might be surprised to find that your money could now be
worth less now than when you first put it away. According to research
from AJ Bell, if you’d put £10,000 into a cash ISA 10 years ago, it would
now be worth £9,772 even when accounting for interest.
So why is this? Inflation is currently outpacing interest rates, with the
latest figures showing that it reached 0.7% in January. Meanwhile, the
Bank of England (BoE) base rate has stayed at 0.1% since March 2020 and
doesn’t look likely to rise any time soon.
The BoE base rate influences how much banks can charge people to borrow
money or what they pay on savings. As a result, the current situation is bad
news for savers as it reduces the spending power of their money. Yet it’s
good news for some borrowers – for example, those with a fixed-rate
mortgage benefit from inflation as it effectively reduces their debt.

What is inflation?
Inflation is the rate at which prices for goods and services increase, affecting
what you can buy for your money. The most common estimate is the Consumer
Prices Index (CPI) measured by the Office for National Statistics (ONS).
It looks at the prices of thousands of things people spend money on, from
cinema tickets to bikes, computers and TVs. It’s important to remember that
inflation is only an average rate that looks at certain products, so it affects
households in different ways.
One of the BoE’s key roles is to ensure that inflation stays at a target of
around 2%. So if inflation falls below this level, the BoE is likely to cut
interest rates to lower the cost of borrowing and encourage spending.

What’s the alternative to cash?
If you’d used your whole cash ISA allowance each year and put in the
maximum of £127,320 since 2011, it would now be effectively worth only
£124,857, according to AJ Bell. Yet if you’d put the same amount into an
average global stock market fund, it would now be worth £196,079 after
accounting for inflation.
This means that if you’d started putting your money into a stocks and shares
ISA at the same time, you’d be much better off than if you’d stuck with a
cash ISA. Despite this, many people still hold onto their cash because of the
security and convenience it offers. While it’s important to have access to
some cash for your short-term needs, it makes sense to invest your money
when thinking about the long term so you don’t lose out to inflation.

What about junior ISAs?

An ISA is a medium to long term investment,
which aims to increase the value of the money
you invest for growth or income or both. The
value of your investments and any income from
them can fall as well as rise. The value of
investments and any income from them can
fall as well as rise and you may not get back
the original amount invested.

So although investing does come with its own risks, you’re likely to achieve
higher returns than if you leave your money in a cash savings account. If
you’d like to find out more about investing, a financial adviser can talk you
through your options and help you find the most appropriate solutions for
your circumstances.
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A junior ISA is a useful way to save or invest for a child under the
age of 18. When they turns 18, the account can be converted to an
adult ISA. There are two types available: a junior cash ISA or a junior
stocks and shares ISA. As with an adult cash ISA, putting the money
into a junior cash ISA means it may not grow as quickly as inflation.
Alternatively, the returns from a junior stocks and shares ISA
depend on the performance of the underlying investments.

Mortgages

Get the best out of
your BTL mortgage
Many fixed mortgage deals will be
approaching the end of their term
this October, so it’s a good idea to
review your buy-to-let mortgage.

If you have a BTL mortgage already and its fixed interest
rate term is coming to an end, you may be thinking about
switching products or providers to gain a better deal.
Here are some other things to look out for:

With interest rates still at low levels and demand for rental
properties increasing around the country, investing in a
buy-to-let (BTL) is a popular choice for many.

• Examine all of your options into the type of product
to suit your investment going forward. A financial
adviser is best placed to help you with this.

A BTL mortgage is a specific type of product for those
who want to buy a property with the intention of renting
it. Because of this, there are different terms and rules
around a BTL mortgage (compared to a regular mortgage
for a property the buyer intends to live in.)
 ith a BTL mortgage, the anticipated rental income
•W
is taken into account when the lender calculates how
much you can borrow.
•A
 BTL mortgage could suit investors with enough equity
to put down a deposit of at least 20% of the value of the
property (but some lenders could require up to 40%.)
• Your credit record is closely scrutinised with a BTL
mortgage, as with a regular mortgage application.
Interest rates for BTL mortgages are usually
higher than a regular mortgage.

 on’t forget to research any fees and charges around changing
•D
your product too, as these could be higher than you expect.
•W
 hen changing products, you may be asked about your
property’s rental income history in order to assure any new
lenders that you are able to keep up with mortgage payments.
•S
 how that you have sufficient savings to cover any gaps in
rental periods when your property could be unoccupied.
• For your own peace of mind, having a cushion of savings
available to cover any essential repairs is important.
If you are looking to remortgage your BTL property or
are thinking about transferring your mortgage to a
different provider, our advisers can help you find a
product that best suits you.
Some buy to let mortgages are/is not regulated by
the Financial Conduct Authority.

YOUR PROPERTY MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE
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Buy to let basics

Things to remember

Investment

Working out how long your pension pot will
need to last – as life expectancy rises – is
worth thinking about sooner than later.

Life expectancy is going up. The Office for National
Statistics offers an online calculator which gives
an estimate of life expectancy – and with it an
idea of how many years people will need their
pensions to sustain them.

What’s your number?
The ‘Class of 2021’ report from Standard Life
Aberdeen lays out how much value an average
pension pot needs – around £366,000 if you multiply
the average annual amount retirees surveyed said
they would spend (£20,000) by 20 years of postretirement time. A third said they had less than
£100,000 saved.

Retirees need more than they think
The survey reported that two thirds of retirees were
at risk of running out of money post retirement. Along
with people living longer (on average, people aged 55
today will live to their mid-to-late 80s) there is the
issue of rising inflation which raises the cost of living
as years go by. Volatility in the investment markets
also adds to the concern for people approaching
retirement when it comes to pensions.

How to plan for the years ahead
Those surveyed did have plans to tackle this issue,
however. Half of the those surveyed aimed to reduce
the amount of money they spent on a day-today basis
in order to save for retirement. Other considerations
include downsizing their home and seeking part-time
work after retirement in order to generate an income.
There is concern among almost half of those
surveyed about being financially ready to finish
working in the coming year. Yet many are aware
of the need to be prepared when it came to
their finances post-retirement, making any
necessary adjustments – ideally with help
from a financial adviser.
Keeping track of workplace pension plans and
thinking about consolidating them into one pot
might be a good place to start planning towards
the goal of making your retirement as financially
worry-free as possible.
Our financial advisers can help you review
your pensions and advise on how to make
the most of your pension.
The value of investments and any income from
them can fall as well as rise and you may not
get back the original amount invested.
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Can your
pension
sustain your
retirement?

The lockdown caused many people to reassess their
lifestyles, which for some meant choosing early
retirement. But what retirees have found is that
pension pots are not matching the period of time
needed to enjoy a comfortable life.

General

people think they don't
have sufficient wealth
to seek advice

14
in

think advice is for those with
savings over £100,000

34
in

of those who have sought
advice have savings and
investments of less
than £100,000

The value of advice
Throughout our lives, we face having to make
financial decisions that can have a major impact
on our wealth, as well as determining whether we
meet our goals, and can protect ourselves and our
families from unexpected events. A carefully
thought-through financial plan can make a positive
difference, no matter what stage of life you’re at.
Isn’t expert advice only for the wealthy?
Certain life events, such as buying your first home, having a baby or retirement, will
tend to prompt people to seek advice.
And don’t think that professional financial advice is only for the very wealthy or is only
useful when it comes to making complex investment or pension decisions. Even a
seemingly straightforward financial goal could involve numerous decisions and
having to make a choice from a range of different products and providers.
Research has found that two in five people think they don’t have sufficient wealth to
seek advice and over a quarter (27%) think advice is only for those with savings over
£100,000. The reality is that 77% of those who have either sought advice or who
currently have an adviser, have savings and investments of less than £100,000,
compared to just 5% with more than £500,000.

Is it worth seeking financial advice?
Over the years, research has produced some interesting findings that highlight the
benefit of taking advice when making financial decisions.
When assessing financial returns, one study found that individuals who receive
financial advice were likely, on average, to receive 4.4% more per annum in net
returns. This was through a combination of financial planning, tax advice,
preventing behavioural mistakes and rebalancing portfolios.
Elsewhere, another study highlighted that receiving professional financial advice
over a five-year period (between 2001 and 2006), resulted in a total boost to
wealth (in pensions and financial assets) of nearly £48,000, a decade later.

The real value of advice
Good financial outcomes are obviously important, but the true value of financial
advice can be measured in different ways. As well as saving you time, working
with a trusted financial adviser can give you the peace of mind and reassurance
that things are in hand.
No two clients will have the same requirements, so it’s vital you obtain sound
financial advice tailored to your individual needs. That’s where we can help, with
tailor-made advice which helps to add value, whatever stage of life you’re at.
The value of investments and any income from them can fall as well as rise and
you may not get back the original amount invested.
Past performance is not a reliable indicator of future performance and should not
be relied upon.
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