
 

NEWSLETTER                                        2010/02 

Welcome to our Summer 
newsletter, and at the least the 
recent weather has been more 
cheery than the economic 
situation. So, what apart from 
the small matter of a new 
Government, has changed in 
recent months, and what is 
likely to happen in the near 
future? We feel the biggest 
cloud on the horizon (which 
will affect almost everyone) is 
the likelihood of (more) 
changes to pensions and in 
particular to annuities. Please 
read  on  fo r  f u r ther 
information, and we make no 
apology for concentrating on 
this in some depth. 

STOCKMARKET 
 
This all sounds familiar, with 
the FTSE Index still at around 
5100 level, although since 
February it has been up to 5400 
and as low as 4850. Source: 
Financial Times. The so called 
experts are still divided on what 
is likely to happen, so we 
continue to advocate the 

medium to long term view, over 
at least five years. Incidentally, 
the Index is still a long way 
from its peak of 6950 in 
December 1999. 

 
PENSIONS 
 
The recent Budget announced 
proposals for maximum pension 
contributions of between 
£30,000 - £40,000 per annum 

with tax relief at the individual’s 
marginal rate, maybe 50% for 
some. This will only really 
impact on those higher earners 
who are making sizeable 
pension contributions. 
 
Moving onto the next stage, 
having funded your pension 
scheme, then the question is 
how to draw your retirement 
benefits. Firstly, the minimum 
age was raised to 55 from April 
2010 and, between your 55th and 
75th birthdays (there is a 
proposal by the Government to 
increase this to age 77), you can 
normally take up to 25% of the 
fund value as a tax free lump 
sum, and use the remainder to 
provide a taxable income. This 
is a complex area and we 
recommend you seek financial 
advice. 
 
Conventional annuities are still 
the best option if you want 

(Continued on page 2) 

SAVINGS 
 
Many of you have been 
contacting us, particularly over 
the past eighteen months, for 
information on savings rates, 
and we will be pleased to 
continue to hear from you. 
Recently, there has been a lot 
of publicity about poor savings 
rates offered by the biggest 
banks and building societies (as 
low as 0.1%) and you should 
continue to review the rates 
you are receiving. Currently, 
the highest variable rate is 
around 2.5%, the best one year 
fixed rate is 3% and maybe 
3.75% for a two year fixed rate. 
Despite there being no change 
in the base rate, savings rates 
have fallen in the past six 
months. 



 

certainty of income for the 
remainder of your life but, in 
recent years, not only have 
pension fund values fluctuated, 
causing some to defer taking 
their annuity until the value has 
recovered, but annuity rates 
have been falling steadily. 
 
There is further bad news as a 
result of something called 
Solvency II. This is following an 
EU directive aimed at improving 
the solvency of the European 
insurance industry. Companies 
will be required to have 
appropriate capital adequacy to 
support outstanding risks and 
liabilities and so will need a 
significantly larger proportion of 
lower risk debt. The price for 
this is a lower yield and hence a 
lower annuity rate. Therefore, it 
is expected that Solvency II will 
gradually erode annuity rates 
over the next two/three years. 
On the other hand, an increase in 
the base rate would have a 
positive effect on annuity rates, 
although long term bond rates 
are taken into account. 

The final piece of bad news is 
for those in final salary scheme 
pensions. These are increased in 
line with inflation each year. 
Currently, these schemes use the 
Retail Prices Index (RPI) 
currently 5.1% as their measure 
of inflation but in the last few 
days it has been announced that 
from January they will use the 
Consumer Prices Index (CPI) 
which is 3.4% at present. 
Currently it is unclear if this is 
from 2010 or 2011. Therefore, 
on this basis, there will be lower 
increases to pension payments 
and the impact will be greater 
for those deferred members who 
are not yet drawing their 
pension. Source: The Sunday 
Times 11 July 2010. 
 

The articles featured in this 
publication are for your general 
information and use only  and 
are not intended to address your 
pa r t i cu la r  requ i rements . 
Although endeavours have been 
made to provide accurate and 
timely information, there can be 
no guarantee that such  
information is accurate as of the  
date it is received or that it will 
continue to be accurate in the 
future. Level and bases of and 
reliefs from taxation are those 
currently applying and are 
subject to change.  No 
individual or company should 
act upon such information 
without appropriate professional 
advice after a thorough 
examination of their particular 
situation. 
 
David Carr, Director, E C 
Financial Services Limited 
 
July 2010 

(Continued from page 1) 

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

If you think this information is 
of use to a friend or colleague, 
why not forward on. 

* STOP PRESS * 
Have you considered the premiums you are paying for life insurance? A client had been paying £61.50 per month for 
£170,000 cover. We were recently able to re-broke this so the new monthly premium is now £35.90, a saving of £4,600 
over fifteen years.  


