


The divide between the many generations of
today has never been more pronounced. As a
Gen X-er myself, the use of technologies doesn’t
come to me as intuitively as it does to younger
generations, and [ also sometimes feel there’s
clearly a divide in the vocabulary we use....
which sounds a bit demure, I know.

When it comes to money, the narrative is quite similar. The existence
of different views doesn’t necessarily mean some people are right
and others wrong, but rather that people see money in different ways
for different reasons.

But in the vast universe of financial choices that people could possibly
make, financial education is the common ground that should define
the boundaries of choice.

Doing the right thing

Whatever generation you are part of, the harsh reality is that today’s
wealth is highly concentrated on individuals in or approaching
retirement (or the boomers). One of the consequences of this
concentration is the need for passing on wealth as efficiently as
possible, using whatever resources are available at the time.

According to the Institute of Fiscal Studies, the government’s revenue
from inheritance tax is set to rise from £7bn a year to £15bn a year
within a decade. This is because more recent generations of retirees
are richer than previous generations.

A common concern among many individuals who are thinking about
passing on wealth is how their wealth will be used by their recipients,
who are typically family in the younger generations. The best way of
ensuring the money passed on is in good hands is to ensure the
recipient has the knowledge to make sensible decisions about wealth.

The easiest way to accomplish this is to adopt a long-term strategy,
and not necessarily a difficult one: to share views about wealth to
younger generations. And there are many ways of talking about the
value of money and any other wealth matters.

2plan Newsletter — Edition 46 — 2024

Talk about it

There’s no good time like the present to start a conversation about
money if you haven’t already.

There are mechanisms devised to transfer wealth, all of which are
subject to specific taxation rules (inheritance tax is one example).
The tax landscape can be quite complex, depending on the
instruments individuals use to pass on wealth. Tax rules can also
change quickly — both being reasons why seeking professional
financial advice is important.

In this process of transferring wealth, it's important to involve your
family — listen to them, communicate your intentions and the reasons
for the choices you've made.

Do you have a pension? Tell them why you've saved into it. An ISA?
Help them understand the benefits of tax-friendly tools.

An additional benefit of speaking to your loved ones about your wealth
plan is that it avoids any surprises on the downside and any potential
family conflict that could arise.

Investing time in talking will enable future generations to be more
critical about how to spend and save money.

Having a conversation with your loved ones about your financial
goals could help you and your family understand:

e The importance of saving money
e Daily spending and budgeting

e Financial products such as loans, credit cards, mortgages,
insurance, and their use

e Planning for retirement — pensions and other tax-friendly tools

Author: 7IM

" As of October 2023. Source: https://ifs.org.uk/articles/inheritance-tax-raises-ps7bn-
year-it-needs-reform

Please note that this article is intended for educational purposes only. Tax rules are
subject to change and taxation will vary depending on individual circumstances.



Autumn Budget 2024:
winners and losers

Chancellor of the Exchequer Rachel
Reeves outlined the Government’s
financial plans for the next five years.
The measures, which will raise up to
£40 billion for public finances, aim to
“restore economic stability” and put
“more pounds in people’s pockets'.

On 30 October 2024, Chancellor of the Exchequer
Rachel Reeves announced the UK Government’s
Autumn Budget alongside the Office of Budget
Responsibility’s economic and fiscal forecast.

The measures aim to raise more than £40 billion
in taxes, plugging an alleged £22 billion black hole
in public finances left by the previous government.
Reeves committed to drive economic growth, but
also said that the Government wouldn’t borrow

to fund current spending whilst maintaining the
Bank of England’s inflation target of 2%.
Commenting on the Budget, Reeves said: “This Government was given
a mandate to restore stability to our economy and begin a decade of
national renewal. To fix the foundations and deliver change through

responsible leadership in the national interest. That is our task, and I
know we can achieve it.”

So, what are the potential impacts of these new measures? Below we
outline who stands to benefit from these changes and who might be
negatively affected. Let’s start with the positives.

The Winners
The NHS

The Chancellor pledged to significantly increase public spending on
the NHS. Reeves promised a £22.6 billion increase to the “day-to-day”
budget of the NHS alongside a £3.1 billion boost to its capital budget
over the next two years. The Chancellor commented that this would
be the “largest real term increase in NHS spending outside of COVID
since 2010.”

Sustainable transport and energy

Reeves also announced that the National Wealth Fund would be used
to invest in key areas like gigafactories and green hydrogen plants
across the country. Meanwhile, over £2 billion will be invested in
supporting the automotive sector’s transition to electric vehicles.

Property developers

Funds for the Affordable Homes Programme will increase to £3.1
billion to help Labour deliver on its promise to build over 1.5 million
homes. Reeves said the Government would hire hundreds of new
planning officers and make reductions to Right to Buy discounts,
putting more money into the pockets of local councils. This news could
incentivise investment in the UK’s property market and make it easier
for property developers to build new homes in the UK.

Drivers

Reeves confirmed that the freeze on fuel duty will continue for another
year, meaning drivers could save approximately £60 a year at the
pumps. The freeze will cost £3 billion a year, but the Chancellor was
clear that she wanted to ease “the burden on motorists”. This move
could help relieve the fiscal pressure on delivery drivers, couriers and
supply chains throughout the country.



Young and low-income workers

The Chancellor announced that the Government is increasing the
National Living Wage for workers aged 21 or over by 6.7% to £12.21
an hour (which could be worth up to £1,400 a year for a full-time
worker) and increasing the National Minimum Wage for 18-20-year-
olds by 16.3% to £10 an hour. Reeves also confirmed that National
Insurance won't be increasing for workers. Increases to the National
Living and Minimum Wages are intended to provide much-needed
support to those on the lowest incomes.

Small businesses

The employment allowance for business will increase from £5,000 to
£10,500, reducing the National Insurance liability of small businesses.
The Chancellor said that this would mean around 865,000 would pay
no National Insurance in 2025, providing welcome relief for SMEs who
are struggling to retain an effective workforce and attract applicants
without a hit to their profits.

The Losers

Employers

Reeves confirmed that employers’ National Insurance contributions
will increase to 15% from April 2025. The Government is also reducing
the threshold at which employers start paying National Insurance
from £9,100 to £5,000 per year. Furthermore, the Chancellor
announced that the current freeze on income tax thresholds would
end in four years. From 2028, personal tax bands will be updated in
line with inflation.

These changes will have a direct impact on British employers, but
they could also have a knock-on effect for employees. Many
businesses use savings on National Insurance to fund pension
contributions or employee benefits. If the increased burden of
National Insurance contributions proves too harsh, employees could
lose these benefits as a result.

New businesses and investors

The Chancellor announced an increase in the lower rate of Capital
Gains Tax (CGT) from 10% to 18% and the higher rate from 20 to
24%. She noted that, even with these increases, the UK will still have
the lowest capital gains tax rate of any European G7 economy. But
some analysts argue that the move could alienate investors and even
decrease tax revenue overall if investment is pulled from UK startups.
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Foreign investors

Reeves also announced sweeping changes to the tax status for
non-domiciled high-net-worth individuals operating in the UK. The
Chancellor said that Labour would “abolish the non-dom tax regime,
and we will remove the outdated concept of domicile from the tax
system from April 2025.”

The government is also set to extend the Temporary Repatriation Relief
to three years with the aim of bringing billions of new funds into the UK.
The independent Office for Budget Responsibility estimates that this
could raise £12.7 billion over the next five years.

Second homeowners

The Stamp Duty land tax for owners of second homes (known as the
Higher Rate for Additional Dwellings) increased to 5% from 31 October
2024. The Chancellor said that the move is designed to “support over
130,000 additional transactions from people buying their first home or
moving home over the next five years.” However, this increase could
have an impact on landlords, property developers, and the owners of
holiday homes and other rental properties.

Private schools

All education, training and boarding services provided by private
schools will now be subject to VAT at the standard rate of 20% from 1
January 2025. Private schools also won’t be able to claim back VAT on
the supplies and services they pay for.

What'’s Next?

The Autumn Budget contained several key changes that are
likely to have significant impacts on individuals and businesses
across the UK. There’s a lot of information to process and it may
not be immediately clear how the changes set out in the Budget
will affect you. If you have any questions about whether you
are a winner or a loser from the Autumn Budget, and how it will
affect you and your finances, please get in touch.

Author: 2plan



You're not legally obliged to get life insurance for a mortgage,
but some lenders may consider it a precondition for letting
you borrow money to buy a home. For many homeowners,
having financial protection in place makes sense. If you own a
property, a mortgage is likely to be the biggest debt you leave
behind should the worst happen, so having a policy in place
can help give you peace of mind.

Average UK house prices were £289,723 as of July 2024*
—with prices this high, a lot of homeowners will have a
mortgage to pay, so it’s understandable that people want to
spend any spare income wisely. However, if you have children,
a partner, or other dependents living with you who rely on
you financially, taking out mortgage life insurance could be
considered important expenditure.

Life insurance is important to consider when buying a house
as a couple. If you're buying your home with your partner,
your mortgage repayments could be calculated on the basis
of two salaries. If you or your partner died while your
mortgage loan was still outstanding, would one of you alone
be able to keep up the regular mortgage repayments?

Life insurance can help by paying out a cash sum if you die
during the length of your policy, which can be used to help pay
the remaining mortgage — this is what ‘mortgage life
insurance’ usually refers to, meaning they can continue living
in your family home without worrying about the mortgage.

It is a common misconception that life insurance is only
relevant to homeowners. While it’s true that renters are less
Vi likely to take out life insurance, that doesn’t mean you don’t
need life insurance if you don’t have a mortgage. If you're a
tenant, think about the financial impact of the loss of your
salary if you were no longer around. If you live with your
family, could your loved ones afford the rent in your absence?
What about other costs like household bills or childcare costs if
you have a family. In essence, life insurance is always worth
considering if other people rely on you financially, it’s not just
for those with a mortgage.

Please remember that life insurance is not a savings or
investment products and have no cash value unless a valid
claim is made. A home is so much more than an asset, and
whatever type of life insurance you choose, paying a small
monthly premium can help your family carry on living there
if you are no longer around.

Key 3

Please speak to your financial adviser about the options
available to you for Life Insurance and more.

*UK House Price Index (data.gov.uk)

Legal & General Assurance Society Limited. Registered in England and Wales
No. 00166055. Registered office: One Coleman Street, London, EC2R 5AA.



If you would like to discuss any of these topics in

more detail, please feel free to contact me to make an
appointment. If you have friends, family members or
colleagues who you think would be interested in these
topics, please pass this newsletter to them.
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