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NEW WATCHDOG WILL TAKE SWIFT ACTION TO SORT OUT ANY PROBLEMS, WARNS GOVERNMENT

‘Toxic’ financial products could face temporary bans
Financial products considered unsuitable for consumers could face temporary bans under powers to be
awarded to the new financial regulator, the government has said.

intervene swiftly, and tackle
head-on the ‘point of sale advantage’ that credit providers
had.”
The new regulator, which
will replace the Financial Services Authority next year, will
have the power to institute an
immediate referral to the Office of Fair Trading in instances where competition issues are affecting consumers,
he said.
Mr Hoban added: “Under
our new regime, we expect

the FCA to take the initiative
when it comes to tackling
competition issues that cause
consumer detriment.
“Let’s be clear, the FCA will
be less prepared to see detriment occur, and more willing
to step in and prevent it from
happening, than has been the
case to date.”
Mr Hoban said that where
it spotted a problem with a
product, the new body will be
able to impose a temporary
ban with immediate effect for

up to 12 months. It will also
have the power to disclose the
fact that disciplinary action
against a firm or individual
has commenced.
In another move to help
speed up the process of dealing with possible problems,
consumer organisations
such as Which? will be able to
complain directly and provide evidence to the FCA,
which will be required to
make a public report of its
subsequent investigation and

In the“past 10
years consumers
have suffered from
mis-selling

past 10 years consumers have
suffered from mis-selling and
‘toxic products’ on a grand
scale.
“The powers for consumer
groups to raise particular
issues directly with the
regulator and to insist
on prompt consideration
of them will mean that
problems with products
can be tackled earlier and
people will finally get the
speedy and fair redress they
deserve.”

Mark Hoban, financial secretary to the Treasury, added
that in future the new financial watchdog, the Financial
Conduct Authority (FCA),
would intervene far earlier to
resolve potential problems
such as mis-selling of payment protection insurance
(PPI) and other “toxic” prod-

ucts. In a speech to a conference hosted by consumer
group Which? Mr Hoban
said: “Taking the example of
payment protection insurance: In this scenario the
stronger competition duty
and powers we envisage for
the FCA would have allowed
it to take targeted action to

Homeowners
worry over
getting
a new loan

Careful planning can help lift
burden of paying for your care

ONLY a third of homeowners
are confident they would be
able to take out a new mortgage during the coming year,
with others worried they
would fall foul of banks’
tough lending criteria, a survey has found.
Around 30% of the UK’s
mortgage holders plan to
either move home or remortgage during the coming 12
months, according to research by broker Legal &
General Mortgage Club and
the Association of Mortgage
Intermediaries.
Just a third of these people
are confident they would
qualify for a new loan, with
25% concerned that they do
not earn enough to borrow
the amount they want, while
20% think they do not have a
big enough deposit. A further
10% said they thought bad
credit issues would stop them
from getting a mortgage, including 3% who had defaulted on non-secured debt and
2% who had fallen behind
with their mortgage during
the past year.

DEPOSIT

The study also found that
60% of people looking to take
out a mortgage have a deposit
or equity stake of less than
25% of their home’s value,
while 34% have less than 10%
to put down and 13% have no
equity at all. Only 17% of current best-buy mortgage products are available to people
with deposits of 10%, and interest rates on these deals
average more than 5%.
Ben Thompson, managing
director of Legal & General
Mortgage Club, said:
“Lenders prefer to choose the
borrowers with the highest
deposits, incomes and credit
scores. A typical applicant applying direct for a best rate
product available, and for
which required credit scores
are extremely high, runs the
risk of a refusal and damage
to their credit record.”

Offer of free
financial
health check
A FREE financial health
check has been launched to
provide people with a personal action plan to help
them make the most of their
money.
The Money Advice Service
is running the test, which
takes less than 10 minutes to
complete, through its website.
People who take the test
will be asked a series of multiple choice questions, looking at their attitudes to money and their financial
aspirations, and their answers will be used to create a
personal action plan.
The plan will suggest ways
people can stay on top of their
money on a day-to-day basis,
as well as helping them to
make sure they have enough
emergency savings and that
they can cope with a change in
their circumstances.
Gerard Lemos, chairman of
the Money Advice Service,
said: “The Money Advice Service is the money equivalent
of a reliable satnav. We help
people to see where they are
now, and then we help them
get from A to B by the best
route for them.”

”

set out the steps it plans to
take within a given time period.
Which? chief executive Peter Vicary-Smith said: “In the

FIVE WAYS OF MEETING THE COST OF PROVIDING FOR YOU IN YOUR OLD AGE
BY MARK CHRISTIE

Meeting the cost of care in your old age, whether
in your own home or a nursing home, is becoming a growing issue.
As life expectancy booms,
more of us can expect to require some form of care in
our latter years.
The average cost of residential care in Scotland is
£25,064 a year and, if nursing
care is also required, this rises
to £31,616, although it’s not
uncommon to see this figure
reach £40,000.
In Scotland, anyone with
assets above £22,750, including the value of your home, is
required to meet these costs.
Only when your total assets
are below £14,000 will the
local authority fully foot the
bill. The Scottish Government provides some help to
the tune of £156 a week for
personal care and up to £71 a
week for nursing care, depending on your circumstances.
However, this clearly leaves
a huge shortfall. So what can
you do? Here are five ways to
plug the gap:
● Buy an impaired annuity
In return for a one-off lump
sum, a guaranteed income is
paid for as long as the policyholder lives. This is paid
directly to the care provider
and is, therefore, free from
income tax.
It’s advisable to factor in
some form of inflation-proofing, taking into account care-

cost increases over the last
few years at the actual residential or nursing home being considered. Most plans
will return a percentage of
the lump sum if death occurs
within six months, but it’s
also possible to extend the
level of capital protection beyond this.
● Use existing savings
Many people will be forced
to dip into existing savings
and investments to meet any
shortfall in care costs – making capital erosion hard to
avoid. There are things you
can do to limit this, though.
Make sure your investments
are well diversified, use all
available tax allowances and
take steps to reduce investment costs, such as buying
into low-cost passive funds.
● Beware “asset deprivation”
Many schemes over the
years have proclaimed to be
able to remove your home
from the potential costs of
long-term care. Very few of
these work, and most – if not
all – will fall foul of something
called “deliberate asset deprivation”, deliberately depriving the local authority of
an asset that could be used to
fund care costs.
There are, however, some
circumstances where a prop-

Mortgage market
picks up a little
CONCERNS OVER ECONOMY CONTINUE
THE mortgage market improved slightly in May, official
figures have shown, but still
remained muted as concerns
over the state of the UK economy lingered.
The number of mortgages
approved for house purchase
rose by 1% in May to 45,940,
the Bank of England said.
The string of bank holidays
was blamed for a slump in
activity in
April as the
extra days off
distracted
people from
moving or remortgaging,
but May’s figu r e f o r a pprovals was
still lower
than in March. The number
of approvals for remortgaging also increased marginally,
by nearly 2% to 20,491, as the
threat of an imminent rate
rise receded. Net mortgage
lending rose slightly compared with the previous
month but remained muted
at £1.1billion which, while up
from £1billion in April, remained low compared to
long-term averages.
The figures were in line
with data reported by the
Council of Mortgage Lenders
(CML), which showed a rise

in activity in May. The CML
said a total of £11.3billion was
advanced during May, up
from £10.1billion in April,
and also 1% higher than a
year ago. Howard Archer, of
IHS Global Insight, said continuing muted mortgage approvals in May reinforced a
belief that modest falls in
house prices were likely over
the coming months. He said:
“It is notable
that mortgage
approvals in
May were still
below March’s
level, given
that they were
likely held
back to a limited extent in
April by the
extra bank holiday for the
royal wedding and by the later Easter.”
Brian Murphy, of independent mortgage broker Mortgage Advice Bureau, said the
crisis in Greece was spooking
mortgage markets abroad.
He said: “The UK economy is
still in intensive care while
the property market, with the
exception of London, is
falling further into the red.
Throw in the ongoing drama
that is Greece and it’s no surprise that prospective buyers
are ultra-cautious.”

It’s no“
surprise
that prospective
buyers are
ultra-cautious

”

Women
‘unaware’
of pension
changes
WARNING OVER
RETIREMENT PLANS
A FIFTH of women approaching retirement expect to receive their state
pension when they are 60
despite the fact they will
have to wait at least another five years, research
has suggested.
Around 21% of women
aged between 50 and 53 do
not realise they must wait
until they are 65 before
they are eligible for the
state pension, while the
age at which they qualify
for it could be pushed back
even further to 66 if new
proposals come into force,
according to charity Age
UK.
The group said the research showed many
women were not aware of
the changes to their state
pension age made in 1995,
let alone the current proposals contained in the
Pensions Bill.

ADAPT

It warned that these proposals did not give women
enough time to adapt their
retirement plans, and it is
calling for people to be given a minimum of 10 years’
notice about any changes
to the state pension age.
Women born between
April 6, 1953 and April 5,
1960 are being hit twice by
plans to increase the age at
which they get the state
pension.
Plans to increase women’s state pension age in
line with men’s have been
accelerated from 2020 to
2018, while the government also plans to further
increase the age at which
people become eligible for
the benefit to 66 by 2020 –
six years earlier than previously planned. If the
Pensions Bill is passed,
330,000 women will have
to wait for between 18
months and two years
longer before they can
claim the state pension.
ADVICE: Mark Christie . . . Many will be forced to dip into existing savings and investments to meet any shortfall in care costs

erty can be excluded from
means testing. These include
if your spouse or partner still
lives in the home and if a
relative aged over 60, disabled or a minor aged under
16 is dependent on the person
in care.

● Release equity
Rather than sell your home,
you could release equity from
it or raise a debt against it.
While many equity release
schemes now include a negative equity guarantee – that
the debt cannot be greater

than the value of your home –
the costs can be high, so consider such a move carefully,
taking independent advice.
● Call on your family
Your family might be able
to help – returning a helping
hand from when you helped

your children through university or on to the housing
ladder.
● Mark Christie is a
director of Carbon Financial
Partners. He can be
contacted on Aberdeen
(01224) 619215.

Social smokers urged to fully kick habit Hard times
mean 6m
don’t have
savings

MORE than three million
Britons class themselves as
“non-smokers”, but admit to
having the occasional
cigarette or having a “puff" of
someone else’s cigarette.
This emerged in new research by Sainsbury's Life
Insurance.
Life insurance manager
David Cook said: “It's interesting quite how many
Britons regard themselves as
non-smokers, but are in fact
social smokers. We'd urge
anyone who finds themselves
in this camp to go that extra
inch and fully kick their
habit.
“If someone classes themselves as a non-smoker when
taking out a life insurance
policy, but in fact is having
the occasional cigarette while
in a social situation or to help

Stub out the habit and get cheaper life insurance premiums

combat stress, they need to
ask themselves whether their
‘non-smoking status’ is really
valid.
“To qualify as a non-smoker

and to receive cheaper
life insurance premiums,
someone has to have
been nicotine-free for
12 months.”

OAPs ‘anxious’ over rising cost of living
NEARLY three-quarters of
Britain’s older people are
worried about the rising cost
of living, a new report
claims.
According to the report,
from life insurer Aviva, the
proportion of over-55s expressing a concern over rising
prices fell from 83% in February to 73% in May, even
although their real incomes
fell sharply over the past
year.
The life group says the rising cost of living has caused

people to adapt their spending habits and prioritise their
income in retirement, which
has made some of them less
concerned about a slow economic recovery.
An effort to reduce borrowings has cut average debts
from £19,878 to £17,112 since
February with reductions in
the amount owed on credit
cards, personal loans, overdrafts, store cards and hire
purchase.
The over-75s were the
group most seriously affected

by higher prices as their
monthly income has dropped
from £1,416 last May to
£1,178 in the same month this
year.
Clive Bolton, Aviva’s “at retirement” director said while
the over-55s were under
pressure from the rising
cost of living “it is encouraging to see a pic ture
emerging of a group showing
determination to tackle
this by paying down outstanding debts and boosting
regular savings”.

SQUEEZED household incomes mean one in 10 Britons
has no savings while a third
have been left with too little
cash to cope with an emergency, new research claims.
Some 13% or 6million people have no savings, according to research by NS&I, the
government-backed lender,
while a quarter added they
expected to save less in the
next three months.
The survey found only 26%
of people set themselves a
savings goal – with most who
do saving for a holiday at 37%,
a house at 35%, retirement at
21%, a car at 21% and their
children’s future at 19%.
The research found that on
average people in Britain set
aside £100.24, or 8.3% of
their monthly income each
month, with men saving a
little more than women.
Tim Mack, savings
spokesman at NS&I, said
pressures on disposable incomes often prevented people setting aside as much as
they would like, although he
added there were encouraging signs among the young,
with many more 16 to 24year-olds committed to saving than the 35 to 44-year-old
age group.

Shortfall
of £13.5bn
in benefit
schemes
DEFINED benefit pension
schemes sank back into
the red last month as the
cost of providing future
benefits increased, new
figures have shown.
The UK’s 6,533 defined
benefit schemes, including
final salary pensions, had a
collective funding shortfall of £13.5billion at the
end of the month, compared with a surplus of
£2.3billion at the end of
April, according to pensions safety net the Pension Protection Fund.
The deterioration in
schemes’ financial position was caused by an increase in the liabilities
they face outstripping a
rise in the value of their
assets during the month.
The value of pension
schemes’ assets crept
ahead by just 0.1% in May,
as rising returns on bonds
and property managed to
offset falls in equities seen
during the month.
But liabilities jumped by
1.7%, to be 11.5% higher
than a year ago, due to
lower gilt yields, upon
which future pension costs
a r e b a s e d . Pe n s i o n
schemes are also in a
worse position than they
were in May 2010, when
their deficit stood at
£4.4billion, although
some of the deterioration
is due to the introduction
of new accounting rules.
Most companies have
now closed their final
salary pensions to new
members, after investment volatility and rising
life expectancy made the
schemes more expensive.

