
 

NEWSLETTER                                        2010/01 

Welcome to our first 
newsletter of 2010 which sees 
the current economic situation 
really not much different from 
2009. Hopefully, we are now 
over the worst of the winter 
weather but can the same be 
said for the UK economy? 
Like the weather, it has been a 
bleak few months but are 
there signs of any “green 
shoots”? 
 
STOCKMARKET 
 
Shortly before Christmas, the 
FTSE Index exceeded 5400 but 
has subsequently fallen to 
around 5100. Some “experts” 
continue to be cautious, fearing 
that we may have a “double 
bounce” or “W” effect, with the 
Index possibly falling again 
significantly before we see a 
sustained recovery. As the 
timing of selling and buying is 
difficult, we continue to 
advocate taking the medium to 
long term view. 

PENSIONS 
 
Pension contributions are still 
one of the most tax efficient 
ways of investing, either on your 
behalf through your employer 
who will be saving corporation 
tax or through personal 
contributions which have tax 
relief of 20% added, and then a 
further rebate of 20% if you are 
a higher rate tax payer. Don’t 
forget that the minimum age for 
drawing a pension is going up 
from 6 April 2010 to age 55. 
 
From April 2011, higher rate 
relief will not be available on 
pension contributions made by 
individuals whose annual 
income exceeds £150,000. In 
addition, measures have been 
introduced for those individuals 
with an annual income of 
£130,000 or more who increase 
their annual contributions on or 
after 9 December 2009 in 
anticipation of the change and 
who make annual contributions 
in excess of £20,000 per annum.  
 
Please ask us for details. 

SAVINGS 
 
If you have received your 2009 
bank/building society interest 
statements then you will be very 
aware of the poor returns. Rates 
are showing no signs yet of 
improving, so we continue to 
suggest that you look at one and 
two year fixed rates, the most 
competitive being around 3.6% 
and 4.1% respectively. Any 
longer term and you may be at a 
disadvantage if rates rise. 
 
For business accounts, 
historically these have always 
been lower than personal 
accounts, but please ask us for 
information on these. Currently, 
it may be possible to secure 
2.35% on a one year fixed rate. 
 
ISAs 
 
With the end of the tax year 
approaching, now is the time to 
review your ISAs to ensure you 
are maximising your allowances. 
For the over 50s, from 6th 
October 2009 the limit increased 
to £10,200 of which a maximum 
£5,100 can be held in cash, with 
the remainder held in Stocks and 
Shares. The under 50s still 
remain at £7,200 or £3,600 each 
but this age group will also see 
an increase to £10,200 from 6 
April 2010. 



 

ANNUITIES 
 
Just recently, we have had a 
couple of clients consult us on 
their pension plans which they 
took out many years ago. They 
were pleasantly surprised to find 
that these policies had 
guaranteed annuity rates in 
excess of 9% per annum, 
compared to the current Market 
rate of approx 6.5% for someone 
aged 60 to 65. We would be 
pleased to review your pension 
plans and advise on your 
options. We also offer the “open 
market option” to look at 
securing the best annuity rates 
for you and, in the past few 
months, these rates have 
remained steady. There are also 
enhanced rates for those with 
health or lifestyle issues.   
 
 
INHERITANCE TAX 
(IHT) MITIGATION 
 
You will be aware that the nil 
rate band, currently £325,000 
for an individual, has been 
“frozen” at this figure for the 
2010/11 tax year. Therefore, it 
continues to be important that 
you utilise your annual gift 
exemption (£3,000 each). In 
effect, for each £3,000 you gift, 

you are potentially saving 
£1,200 tax (£3,000@40%), and 
you do not have to survive seven 
years. There are also other small 
allowances available. 
 
Investment into the AIM 
(Alternative Investment Market) 
has not been mentioned in 
previous newsletters, and I 
would like to draw your 
attention to their attraction for 
possible inheritance mitigation. 
These schemes rely upon the 
generous tax treatment of 
business assets which are 
exempt from Inheritance Tax 
after two years by virtue of 
qualifying for 100% business 
property relief (BPR). 
 
You retain the asset in your 
estate but it is not chargeable to 
Inheritance Tax on your death. 
AIM investments are regarded 
as higher risk but “capital 
protection” can be included at a 
cost. 

EQUITABLE LIFE 
 
We continue to monitor the 
situation for clients, and you 
will not be surprised to learn 
that little has happened in the 
past year. We will keep you 
informed if there are any 
significant developments. 
 
NORWICH UNION 
 
The re attribution cheques were 
posted out in November and 
most clients seemed to have 
accepted this, so are not entitled 
to any other “payouts. This has 
no effect upon their existing 
Aviva investments/pensions. 
  

 
This information does not 
constitute advice and may not 
suit all financial circumstances. 
 
David Carr, Director, E C 
Financial Services Limited 
 
February 2010 

We continue to offer an initial 
meeting free of charge to review 
your financial situation. It may 
be that some aspect mentioned 
above applies to you, in which 
case we look forward to hearing 
from you. 


