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Mortgages

Turning ‘generation rent’
into ‘generation buy’
New 95% mortgage scheme to help first-time buyers

The government is hoping to turn ‘generation rent’ into ‘generation
buy’ with the help of a 5% mortgage deposit scheme launched
on 19 April.
Following the outbreak of the coronavirus pandemic, many
lenders withdrew low-deposit mortgages. In just under a year, the
number of 95% mortgages available to first-time buyers fell from
391 to just three. It’s hoped the scheme will give lenders the
confidence to offer low-deposit mortgages again by taking on
some of the risks involved.

What is the 5% deposit scheme?
First announced in this year’s Budget, the programme offers
first-time buyers or current homeowners the chance to secure a
95% loan-to-value mortgage on homes worth up to £600,000. It’s
available on both new-build and existing properties.
The government hopes the scheme will provide an affordable
route to home ownership by helping people who may be renting
but are unable to save for a deposit.
Buyers will still only be able to borrow in proportion to their
income, typically a multiple of 4.5. As a result, the scheme will
particularly benefit buyers in lower-value housing markets such as
northern England and Scotland.

What does loan to value mean?
Loan to value is the percentage of the property value
you’re loaned as a mortgage – in other words, the
proportion you're borrowing. For example, if you have a
95% mortgage on a house worth £200,000, you would put
down £10,000 (5%) of your own money as a deposit and
borrow the rest (£190,000).

What’s the catch?
There are a few conditions that you’ll have to meet under the
scheme. You’ll need to:
— Buy a property to live in – second homes and buy-to-let
properties aren’t eligible.
— Apply for a repayment (not interest-only) mortgage
— Pass standard affordability checks, including a loan-to-income
test and credit score assessment.
It’s worth considering the fact that the higher proportion of the
property price you borrow, the higher the amount of interest you’ll
repay on your mortgage. So it might be good to take a step back
and figure out if you can save for a little longer and borrow less.
Speak to your financial adviser about how the 5% mortgage
deposit scheme could help you get on the property ladder.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON A MORTGAGE.
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Lenders are now offering a governmentbacked 95% mortgage scheme to help more
first-time buyers onto the property ladder.

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.

Buy to let basics

• Don’t forget to research any fees and charges around changing
your product too, as these could be higher than you expect.

• With a BTL mortgage, the anticipated rental income
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.

• When 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.
• Show 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.
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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.)

Things to remember

Pension

Preparing emotionally
for retirement

What will you do with your life, you might find yourself
asking? How will you fill the long daytime hours? How
will you manage without the comfort of your routine?
Where will you find your purpose, if not from work?

Planning – it’s not just financial
Whenever we talk about retirement, it’s all about the
pension. If you have enough in your pension pot when
you retire, you’re all set, right?
Many retirees simply aren’t prepared for how
significantly their life will change, and many, while not
missing work per se, will certainly miss the sense of
purpose it offered. And, with life expectancy on the
rise, it’s daunting to contemplate the next 20 to 30
years without any of the structure around which
you’re used to organising your life.

‘Reinvent’ yourself
A European study funded by the Erasmus program
argues that we should start preparing for retirement
as early as 50. Suddenly stopping work after spending
a lifetime focused on your career, it argues, can be the
catalyst for depression and other mental health
issues. That’s why we need to ‘reinvent’ ourselves in
our 50s by discovering new passions and interests,
improving our mental and physical health, and
generally forging a life for ourselves outside of work
in the run-up to retirement.
So, what steps can you take to prepare for
a happy retirement?

Happy, healthy, whole
Retired or not, you’ll still want and need similar things in life: a sense of
purpose, social interaction and activities that interest and stimulate you. With
this in mind, here are our tips for preparing for a fulfilling retirement:

Wind down in stages – rather than going from full-time to retired
overnight, why not try reducing your hours first, giving you the
fulfilment of work combined with the free time to pursue other
interests?
Exercise your body – and your mind – experts have long extolled the
virtues of exercise for our physical and mental health. Getting into
the habit now could really help your emotional state when you retire.
Be a social butterfly – in addition to solitary hobbies and interests,
joining groups and clubs can help you develop social networks
outside of the workplace.
Get a furry friend – as well as keeping you company indoors,
a pet (such as a dog) will give you an incentive to get outside
in the fresh air.
Don’t neglect your pension – while preparing emotionally is a big
part of retirement, the money still has to be there to allow you to
live life to the fullest.
Would equity release be right for you? A way of supplementing your
retirement income using the value tied up in your home, although
not right for everyone, we can help you explore your options.

We do the finances, you do the rest
That’s why we’re here! We can help you sort out the financial stuff to provide
you with the resources to spend your retirement free from money worries,
so you can concentrate on enjoying your later years. Why not give us a call?
You will need to take legal advice before releasing equity from your home
as Lifetime Mortgages and Home Reversion plans are not right for everyone.
This is a referral service.
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

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE.
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You’ve retired from work, you’ve
waved a cheerful goodbye to your
colleagues and you’re ready for the
rest and relaxation you so rightly
deserve. It’s exciting! For a couple
of weeks. Then the doubt sets in.

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 Insurance

Home insurance
add-ons explained
The cover provided by a home insurance policy can vary
depending on the insurer. You can usually ‘add-on’ extra
cover for an additional cost. These optional extras allow you
to tailor your policy to your own individual circumstances,
so you only pay for the cover you need.
Personal possessions used away from home
Many people mistakenly assume home insurance will cover their belongings both in and
outside the home. You will usually need to add personal possessions cover (sometimes
known as an all-risks extension) to your policy to ensure portable items, such as mobile
phones, musical instruments and laptops, are protected away from the home. Items may
also be covered when abroad with this add on – usually for up to 60 days a year.

Accidental damage
Accidental damage provides cover for accidents around the home. Adding this cover
to your contents insurance will protect you for life’s little mishaps like spilling red wine
on your cream carpet, or a toddler wreaking havoc with a paintbrush.
If you add accidental damage cover to buildings insurance, you will be covered for
accidents such as drilling through a water pipe or cracking a bathroom washbasin.
Note that general wear and tear isn’t usually included.

Legal expenses

High-value items
Not all standard contents policies
will automatically cover high-value items
and there may be restrictions on the
amount of cover provided.

Musical instruments, jewellery
or other possessions worth more than a
specified cover limit may need to be listed
separately on the policy.

For expensive gadgets such as high-end
laptops and tablets, you may need to buy
separate gadget insurance.

Another optional extra for the majority of home insurance policies is legal expenses
cover. This pays for the cost of legal proceedings should you need to go to court
if a claim is disputed by any of the parties involved.

Home emergency cover
This add-on will pay for emergency callouts and repairs if, for example,
your boiler breaks down or a pipe bursts. Cover can vary between insurers,
so you should check carefully, but it will often cover boilers and central heating,
drains, plumbing, electrical faults, replacement locks and pest infestations.
The amount you can claim for boiler repairs may be lower than with standalone
boiler cover.

What to consider
Before adding any of these extras to your policy, check the small print carefully
to see whether you’re happy with any exclusions or cover limits. In some cases,
you may prefer to buy a standalone policy that offers more comprehensive cover.

OW2935 Exp. 16/09/2021

If you’re unsure which add-ons are right for you, get in touch
and we can help you find the right policy.

Investments

Should we be
concerned about
rising inflation?
Most economists expect inflation to pick up over the next
few months as lockdown restrictions ease and shops
and restaurants reopen. But is this a cause for concern?
As lockdown measures begin to lift, financial markets are making their adjustments
in anticipation of a rise in inflation, with bond yields picking up (meaning prices
have fallen) and stock markets rotating from defensive sectors into cyclicals.

What is inflation?
Put simply, inflation measures the change in the prices of goods and services. If it rises
then it takes more of our cash to buy things. We all experience inflation in our daily
lives, from filling up our cars with fuel, buying groceries or using public transport.
In the UK, the official measure of inflation is the Consumer Prices Index. It’s
published by the Office for National Statistics (ONS), which monitors what people
are spending their money on, using a basket of everyday goods and services.
The ONS adjusts the basket from time to time to reflect our changing spending habits.
During lockdown, there was a shift with products like hand sanitiser and hand wipes
being added, and items like white chocolate and ground coffee dropping off the list.

Inflation is all an illusion… or is it?
It’s easy to ignore the impact of inflation on your finances. Most people’s spending
habits this month compared with the same time a year ago would probably stick to
the same patterns – regardless of inflation at the time – because the differences
seem small and therefore wouldn’t affect the way they spend.
If you’re trying to save money though, it’s worth remembering that with interest rates
currently lower than the rate of inflation, the real value of any cash savings is falling. In
other words, the cost of living is increasing at a faster rate than your savings are
growing, which means the spending power of your money is actually falling.

How will inflation affect investments?
Many people in the UK are preparing to spend the cash they’ve saved over the past
year when the lockdown ends and shops, restaurants and entertainment venues
reopen. Activity is likely to return to pre-pandemic levels and the expectation is
that inflation is likely to pick up. Some economists are worried about inflationary
pressures. In addition to this is the effect of government stimulus packages on the
economy, which would provide another tailwind.
However, experts believe it’s likely to be a short-lived phase and should not pose a
longer-term challenge to fixed income or equity markets. The Bank of England does
foresee inflation rising towards the 2% mark, but believes it will be a temporary
phenomenon. Continuing deflationary forces like ageing demographics, technological
innovation and global supply chains cast doubt over predictions of a new era of inflation.

One of the best ways to ensure your investments are given the strongest opportunity
to navigate the effects of inflation on financial markets is through a global, multiasset portfolio that’s actively managed by a professional team of investors.
Speak to a financial adviser to find out more.
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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Ultimately if you want to beat inflation in terms of finding some good returns on
your savings, investing is the best option at the moment – due to cash savings
rates being at such low levels.

General

25
in

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

14
in

think advice is for those with
savings over £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.

in

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

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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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.

