VIEWPOINT
JANUARY
Please enjoy reading our newsletter. If you
would like to discuss any of the articles
further, please do not hesitate to contact us.

PA RT O F

Suite 7, West 44, Richardshaw Lane, Pudsey, Leeds, West Yorkshire, LS28 7UR
| BrookeFinancial.co.uk | 0113 255 5762

Investments

2021 Outlook

The healing process
The coronavirus pandemic made conditions particularly
challenging for investors throughout 2020. After a year when
everything seemed to change, what’s likely to drive the global
economy and financial markets in 2021?
These are the five themes we believe will influence our investment
decisions the most as we navigate the evolving environment..

1. The world economy is in recovery mode.
We believe the pandemic will recede this year and the global
economy will heal gradually. To help understand how industry
sectors are likely to perform, we can divide them into three
segments that:
— benefited from the lockdowns;
— suffered and are vaccine dependent; or
— were only partially impacted but sensitive to the policy response.
From a geographical perspective, some regions have
contained the spread of the virus more effectively than others
and are bouncing back more rapidly. Many Asian countries
have avoided prolonged lockdowns. With the recovery heading
in the right direction, we’re confident about the outlook for
company profits and stock market returns.

2. Inflation is absent but there are risks.
We expect inflation to pick up in 2020 but not dramatically.
The pandemic has forced unemployment higher and created
spare capacity in the economy. those who have saved most
during the pandemic are more likely to reduce debt or top up
their pensions than spend.
We do not expect the tide to meaningfully turn for the assets
that have benefited from low inflation – notably government
bonds and growth companies. With yields already at record
lows, new buyers of bonds receive only a small income and
the potential for capital gains appears slim. Similarly, in equity
markets, we believe better investment opportunities lie
outside growth companies.

3. Globalisation has become more regional.
Although the health crisis has challenged globalisation, there
have been some developments in regional integration. For
example, Australia, New Zealand and 13 Asian countries,
including China, signed the Regional Comprehensive Economic
Partnership in 2020. In the US, Joe Biden’s economic team
has indicated it wants to engage with the rest of the world in
a more cooperative way.
From an investment perspective, we believe Asian emerging
markets are best positioned to prosper in this environment. Many
are increasingly self-reliant, moving away from exporting goods to
developed markets. They offer a rich source of successful
businesses across a range of sectors, from luxury goods to
innovative technology and financial services companies.

4. Tech firms face regulatory challenges.
The companies whose fortunes have been most obviously
lifted by the pandemic conduct their business over the
internet. While they have the potential to keep growing their
earnings by entering new markets and launching innovative
products and services, policy and regulation can have a
significant impact on their business models.
Another issue for the large firms is market saturation and
whether they have enough room to continue growing in order
to justify their valuations and the potential for further share
price gains. However, we continue to believe the technology
sector provides opportunities to invest in companies with
disruptive business models that are revolutionising their
industries, and addressing changing consumer needs.

5. Building back better
The pandemic has put environmental concerns and social
inequalities in the spotlight, and policymakers have responded
by declaring the recovery can improve the world by “building
back better”. For example, the EU has earmarked around a
third of its €750 billion recovery fund to fighting climate
change. Other regions have made similar commitments.
There are lots of ways we can gain exposure to companies that
have the potential to benefit from government spending
packages and policies designed to support a sustainable
recovery. Although we don’t select the investment managers in
our portfolios based on their ESG credentials, we do expect that
they will integrate these risks and rewards into their processes.
If you have any question about what these themes might mean for
you please get in touch.
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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Following a particularly challenging year
for investing, we’ve identified five themes
we’ll be watching closely throughout 2021.

General Insurance

Are you insured to
work from home?

Although the Association of British Insurers issued a
statement in the early months of the pandemic stating
that office-based workers would not need to contact
their insurer if working remotely during lockdown,
things may now have changed. A recent survey
revealed that more than two in five homeworkers
have not reported to their home insurance company
they are now working remotely – potentially
invalidating their policy.

What if I continue to work from home?
You may need to contact your insurer if you continue to work from home, or are allowed to
return to the office but choose to work from home several days per week, to tell them that
your working patterns have changed.
In addition, if you are now receiving business clients in your property instead of the office, you’ll
likely need to check with your insurer for this, too. You may not be covered for certain aspects of
your policy, such as loss of money or theft.

Will my work laptop be covered?
Your own home insurance policy is unlikely to cover business equipment such as laptops,
tablets and other devices. You should check with your employer to see whether their
business insurance covers equipment away from the office.

What about health and safety?
All employers are legally required to have employers’ liability insurance, which covers their
legal liability if employees suffer an injury during the course of their work. While some
policies extend automatically to remote working, others don’t – so have a word with your
employer to ensure they’re covered in case you have an accident while working from home.

If in doubt – check!
If you’re in any doubt, check with your insurer – you don’t want to risk invalidating your policy!
Meanwhile, if you’d like to review your home insurance needs, just have a chat with us – we can
review a wide range of policies and recommend the one most suited to your circumstances.
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We all know that remote working
has soared since the onset of the
pandemic, with 30% of the
population still working exclusively
from home during the week ending
29 November 2020. But with
millions of workers taking to their
home offices, their kitchen tables
and – let’s face it – their sofas, are
they adequately insured?

Mortgages

Specialist mortgages
and your holiday let
If you’re in the market for a holiday let
and need a specialist mortgage,
what should you be aware of?
When might you need a specialist mortgage? The clue is in the
name – if your situation is different from the normal criteria of
a traditional mortgage, then a specialist product could be the
answer. This especially applies to people in the market for a
holiday let.

When do you need a specialist mortgage?
A specialist mortgage could apply if you’re buying a high value
home or already have a home and want a second charge
mortgage in order to carry out renovations. They could also suit
those who are self-employed, looking for a holiday or buy-to-let
(BTL) property or people who do not meet the standard criteria
for a mortgage. Whatever the reason, seek financial advice from
an expert in the specialist mortgage field to find the best deal
for your situation.

Holiday lets
When it comes to a mortgage for a property you intend to use as
a holiday let, your regular income is considered in terms of the
loan value, regardless of the amount you estimate might come
in from the eventual rental. This is to ensure you can afford the
mortgage payments during times when rents ar not coming in, or
when you are using the property. Although staying there yourself
is one of the advantages of a holiday let, you can’t live there on a
permanent basis as it would affect the terms of the mortgage.
Some specialist mortgage products for holiday lets offer a
maximum loan-to-value (LTV) of a certain amount for the
mortgage. So, if your holiday let costs £200,000, and the LTV
from the specialist product is 70%, then you will be able to get
a loan of £140,000 from your lender and your deposit would
need to be £60,000.
Lenders have their own criteria, which could include the following:

Holiday let vs buy-to-let
You might think that there is little difference between
a holiday let mortgage and a buy-to-let mortgage (BTL),
but there are a few. A BTL mortgage will contain different
conditions and requirements, such as the need for an assured
shorthold tenancy being in place (AST).
Using a BTL property as a holiday letting – without informing
your lender – is a breach of the agreement and could
undermine your mortgage contract and credit rating. The
main difference between the two types of mortgages is how
the loan size is calculated, and the estimates of rent the
properties will receive. A holiday let will tend to bring in less
rental income due to its seasonal nature.
Furnished holiday lets come with tax advantages that BTL
properties do not.1 They are treated as a business, which
means you can claim capital gains tax relief on any profits.
Owners can also claim capital allowances to cover the cost of
furnishings and furniture, and equipment such as refrigerators
and washing machines.

There are more allowable expenses for a holiday let,
compared to a BTL, including:
letting agents’ fees
accountants’ fees and certain legal fees
mortgage interest
building and contents insurance
maintenance and repairs to the property
utility bills, council tax, ground rents and
service charges.

•A
 pplicants need to be over the age of 21 and in stable
employment.
• Your main income should not come from another rental or
investment.

Speak to a financial adviser to work out what’s best for your
situation if you are looking for a specialist mortgage.

•B
 orrowers will need to prove their income exceeds a certain
amount annually.

Some specialist mortgages are not regulated by the Financial
Conduct Authority.

• A minimum deposit (usually around 25% of the property value).
•R
 ental projection from a holiday letting agent may be
required, covering off-peak seasonal periods and highdemand times of year.

YOUR PROPERTY MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE
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•T
 he rental property itself must meet certain criteria
(for example, being located within the UK and functioning
as a single-family dwelling).

