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Questions & answers
■ I am making monthly
savings to a low-risk
investment portfolio for
my child and receiving
regular interest on the
portfolio. Is it true that I
may be liable for income
tax despite the holdings
being in my child’s
name? – U.Y., Portlethen.
Kevin Mackenzie, a
financial planner at
Acumen Financial
Planning, said: Yes. If the
investment portfolio is
receiving more than £100
per annum of interest, the
interest will be taxed as if

it is the parent’s income,
rather than the child’s.
This is only the case for
gifts made to children
from parents; a gift from
grandparents or other
family or friends does not
fall under the same ruling.
■ I’m an offshore worker,
working for myself. I’m
looking for income-
protection insurance
which will pay out if I’m
off sick. Will my job
prevent me from getting
cover? – P.G. Ellon.
Mr Mackenzie said:
Thankfully, most insurers

understand the nature of
offshore work a lot better
these days. Terms for
cover will depend on the
nature of your duties, but
most occupations can be
insured. Depending on
how much time you spend
offshore, you may qualify
for the same terms as an
office worker would.
■ I’ve heard you can buy
life cover that pays out a
monthly income, rather
than a lump sum. Is this
a good idea? – W.A.,
Stonehaven.
Mr Mackenzie said: For

some people this type of
cover, known as family
income benefit (FIB), can
be a very good idea. In the
event of a claim, the
beneficiary (often the
spouse) receives a tax-
free monthly income from
the insurance company for
the remainder of the term.
In most situations it is
income that the spouse
requires, rather than a
lump sum. Such cover
should be combined with
a policy that will pay off
any outstanding mortgage
as a lump sum.

BoE move bad news
for retirement cash
Annuities: QE putting squeeze on bond yields
BY GORDON WILSON

Quantitative easing (QE)
might not mean much to
many of us.

While it may be the shot
in the arm the economy
needs, it is potentially dev-
astating for anyone draw-
ing benefits from a pension
scheme or anyone about to
retire.

We have had people
coming to us for advice
where theyhaveseenan in-
come reduction of up to
60% where their income-
withdrawal plan has come
up for review; this can be
catastrophic.

QE accounts for a signif-
icant amount of this loss.

So what is QE?
Having reduced the base

interest rate to as low as it
can go, the Bank of Eng-
landhashadto triggerPlan
B in an attempt to stimu-
late the economy. Plan A
was to cut interest rates in
the hope that this would

get money back in the
handsoftheconsumerwho
would start spending
again, rather than saving,
and boost the economy.

QE began with the bank
injecting £75billion into
the economy in March
2009, followed by £125bil-

lion in the same year. Last
October saw the introduc-
tion of another £75billion
and, then earlier this
month,afurther£50billion
saw the total to date rise to
£325billion.

In effect, the bank prints
money although it is done
electronically. It uses this
new-found cash to buy
bonds held by banks and fi-
nancial institutions, which
puts money in their coffers.
This should in turn mean

DEPRESSED: Quantitative easing potentially devastating for those drawing benefits from a pension scheme

“Annuity rates
have fallen by
around 25%”

they find lending money
easier, which should mean
the money reaches our
pockets which we then
spend and the economy
gets a lift.

So why does this mean
pensioners lose out?

An unintended conse-
quence is that, in buying all
these government bonds, it
increases their price which
in turn depresses the yield
(the interest rates) that
these financial instruments
pay. The yield is a key de-
terminant in the calcula-
tion of the income you de-
rive from a pension be it
from an annuity (where
you exchange your pension
fund for a guaranteed in-
come for life) or income
withdrawal from a fund
that remains invested. If
the yield is low, then the in-
come you can get from a
pension fund will be sim-
ilarly low.

According to Saga, since
QE was introduced in 2009,

annuity rates have fallen by
around 25%, affecting more
than 1million pensioners. It
has therefore never been
more important to carefully
consider your pension op-
tions at retirement but
some simple things are of-
ten overlooked.

Everyone with a pension
fund is entitled to an open-
market option. This allows
you to shop around for the
best annuity rate, yet most
people retiring choose the
easy option and elect to go
for the annuity offered by
the pension provider; sel-
dom the best option. It is
also possible to secure
higher rates on an “im-
paired-life” basis if you
have any health issues, are
overweight, smokeordrink
excessively.

Your postcode can even
result in a better rate.

■ Gordon Wilson is
managing director of
Carbon Financial Partners

Time
to take
stock of
finances
We are nearing the end
of the 2011-12 tax year
and this is a good oppor-
tunity to review your fi-
nances.

Individual savings ac-
counts provide very
worthwhile tax savings.

April 5 is also the
deadline for pension
contributions and so, if
you are thinking of top-
ping up your self-in-
vested personal pension
(Sipp),nowis the timeto
take advice. Sipps offer
capital gains, income
and inheritance tax ben-
efits. Tax relief on contri-
butions is available at
your marginal rate of
tax; 20% will be claimed
by your Sipp provider,
with further relief, if
due, claimed via your
self-assessment return.

Investments do not
have to be held in a tax
wrapper to benefit from
tax relief. Investors can
secure profits in their
own name enabling
them to utilise the

£10,600capitalgainstax
(CGT)allowance.Theal-
lowance is individual so
married couples can
take advantage of the
fact that transfers of
shares between spouses
are free of CGT and two
allowances could be
utilised if required.

Remember “don’t let
the tax tail wag the dog”.
The most important el-
ement to investing is to
make sure your invest-
ments are well thought
out. If you can enhance
returns by investing to
take advantage of tax al-
lowances and reliefs
then that is beneficial
but it shouldn’t be
paramount in the deci-
sion-making process.

If you decide not to
make any changes to
where and how your in-
vestments are held, do
not just ignore them. If
you want real success
you have to identify your
objectives and regularly
review your investment
performance.

■ Emma Plumpton is an
investment manager with
the Grampian branch of
Redmayne-Bentley

“Don’t let
the tax tail
wag the dog”

SAVINGSWhy not seek out dividend
yields from farther afield?
Funds: Analyst looks at alternatives to broaden income portfolio
The scope of UK equity in-
come funds is limited, with
50% of all UK dividends
coming from only nine
companies.

AndrewJohnston,a fund
analyst at Brewin Dolphin
Investment Management,
identifies three key region-
specific funds for investors
looking for income and
some diversification.
● Asia (excluding Japan) –
Asia, traditionally known
for its capital growth po-
tential, has firmly em-
braced the dividend cul-
ture. This is a reflection of
the strong financial posi-
tion of companies and
countries in Asia and an in-
creasing focus on share-
holder returns.

Having suffered their
own financial crisis in 1997,
Asian companies and gov-
ernments went through
the deleveraging then that
the west is struggling with
now. Payout ratios on div-
idends are about 40% of
earnings and were as high
as 60% in 2008-09.

Brewin Dolphin favours
Newton Asian Income,
which provides an increas-
ing and consistent annual
distributionandhascapital
growth potential. As an in-
come fund it will naturally
lean towards the defensive,
whichshouldbereassuring
given the volatility of the
Asian markets which fluc-
tuated between -1.8% and

+15.9% in 2011. It was one
of the top performers last
year with a growing divi-
dend since its launch in
2006. It now yields about
5.65%.
● Europe–continentalEu-
rope looks good value com-
pared with the UK and
America on a dividend-

yield basis, with more than
4% available at present.
The region has a wide
range of diverse companies
and, in 2010, was respon-
sible for 22% of the world’s
stocks yielding more than
3%.It ishometoavarietyof
global brand leaders, many
of which sell directly into

some of the world’s fastest-
growing economies.

Brewin Dolphin favours
Ignis Argonaut European
Income fund. With the ex-
ception of 2011, the fund
hasproducedanincreasing
annual dividend since
launch in 2005, and now
yields 5.7%. It was defen-

sive during the downturn
in 2008 and yet outper-
formed the index that year.
The aim of the fund is to
provide an income in ex-
cessof theyieldof theFTSE
All-world Europe exclud-
ing UK, currently 4.2%.
● North America – divi-
dend payments, histori-

cally, were taxed at a far
higher rate than capital
gains in the US, penalising
companies that returned
value to shareholders
through dividends.

There has also, in gen-
eral, been more of a ten-
dency to provide remuner-
at ion in the form of
options; thereby encourag-
ing management to focus
more on capital apprecia-
tion rather than returning
excess earnings to share-
holders. With the S&P 500
yielding justover2%atpre-
sent itmaynotbeashighas
the UK, Asia, or European
markets, however, as the
world’s largest economy it
provides access to some of
the more dominant fran-
chises and innovators
across a broad spectrum of
sectors.

Brewin Dolphin favours
JPM US Equity Income
fund which aims squarely
at companies with sustain-
able dividend yields. It has
a target yield of 1% above
the S&P 500, currently
yielding 3.1%.

Overall, with investors
dependent on a relatively
few UK blue-chips for in-
come, notoriously high-
lighted in 2010 by the BP
disaster, investors could
make use of income oppor-
tunities in international
markets, although they are
not without their own par-
ticular risks.

WALL STREET EXPOSURE: Brewin Dolphin favours the JPM US Equity Income fund

Mondial says travel insurance
claims written in the stars
New research has found
that Taureans make the
most expensive travel in-
surance claims, but are
only the third most likely
to claim on their policy.

In contrast, Capricorns
have the lowest claim
costs but are the most
likely to make a claim.

Mondial Assistance UK
has analysed its latest
travel claim records to re-
veal some interesting pat-
terns according to star
sign. Capricorn, Gemini
and Taurus are the top
three signs most likely to
make a claim on their
travel insurance.

Scorpios have the low-
est number of claims and
the second lowest claim

costs, making them the
safest travellers. Ben
Smart, travel director of
Mondial, said: “We advise
everyone, whatever their
star sign, to make sure
they take out travel insur-
ance which meets their in-
dividual requirements, to
ensure they’re covered for
life’s uncertainties.

“It is also essential that
travellers let their insurer
know at the point of pur-
chasing insurance if they,
a family member or a
travelling companion have
an existing medical condi-
tion which could require
treatment during the time
they’re away, or even cause
them to cancel their holi-
day. Many people assume
that this would be cov-
ered, yet the reality is that

many travel insurance
policies exclude pre-exist-
ing medical conditions.

“Those who take the
risk and travel without in-
surance could face some
alarming medical bills,
should things go wrong.
Our research and claim
analysis shows even the
simplest problems can see
the cost of medical treat-
ment run into hundreds
of pounds. Treatment for
an insect bite could cost
over £300, while a
headache can cost a stag-
gering £580 to treat, and
medical attention for
seemingly straight-for-
ward heatstroke or a bro-
ken arm could run into
thousands of pounds, po-
tentially costing a lot
more than the holiday.”

BY IAN FORSYTH

BY EMMA PLUMPTON

Rate Period Max Fee Incentive Redemption
LTV

DISCOUNTED VARIABLE RATES
Leeds BS 2.80% for 2 years 75% £199 Free valn. Remtgs free legal fees. No HLC 1st 2 years
Furness BS 3.29% for 3 years 80% - £250 rebate. 1st 3 years

Remortgages free valuation (max £335)
Remortgages £150 towards legal fees. No HLC.

Scottish BS 3.49% for 3 years 80% - Flexible option. Remortgages refund 1st 3 years
valuation. Remortgages free legal fees
or remortgages £150 rebate. No HLC

FIRST TIME BUYERS (variable unless shown)
HSBC 3.84% D for 2 years 90% - Free valuation. No HLC 1st 2 years

Skipton BS 5.99% F to 30.4.15 95% £195 No HLC To 30.4.15
HSBC 4.99% for term 90% - Free valuation. No HLC None

SHORT-TERM FIXED RATES WITH NO EXTENDED REDEMPTION TIE-IN
Yorkshire BS 2.94% to 28.2.14 75% £495 Flexible option. Free valuation. To 28.2.14

Remtgs free legal fees. HP £250 rebate.
No HLC

HSBC 4.49% to 31.5.14 90% £599 Remortgages free legal fees. To 31.5.14
No HLC

Yorkshire BS 3.19% to 28.2.15 75% £495 Free valn (max £335). Remtgs free legal To 28.2.15
fees. Flexible option. HP £250 rebate. No HLC

LONGER-TERM FIXED RATES WITH NO EXTENDED REDEMPTION TIE-IN
Post Office 3.59% to 31.3.17 75% - Free valuation. £300 rebate. No HLC To 31.3.17
first direct 4.99% for 5 years 90% - Free valuation. Remtgs free legal fees. 1st 5 years

No HLC

The Co-operative Bank 4.79% to 30.4.22 75% £999 Flexible option.Remtgs free legal To 30.4.22
fees. Remtgs free valn. No HLC.

VARIABLE RATES
HSBC 2.49% for term 60% - Free valn. Remtg free legal fees. No HLC None
first direct 2.89% for term 75% £499 Remortgages free legal fees. No HLC None
HSBC 4.59% for term 90% £599 Remtg free legal fees. No HLC None

VARIABLE CURRENT ACCOUNT AND OFFSET MORTGAGES
first direct 2.99% for term 65% £499 Remortgages free legal fees. No HLC None
Coventry BS 3.49% for term 75% £499 Free valn (max £670) & remortgages free None

legal fees. No HLC
Clydesdale Bank 4.59% for term 85% £999 Remortgages free valn & remortgages None

free legal fees. No HLC

REMORTGAGES
first direct 2.59% V for 2 years 75% £499 Free legal fees. No HLC. None

Yorkshire BS 3.19% F to 28.2.15 75% £495 Free valuation. Free legal fees To 28.2.15
Flexible option. No HLC.

HSBC 2.89% V for term 70% - Free legal fees. No HLC None

CREDIT CARDS
Card Type Introductory - Purchase Standard Rate Interest Min

Monthly PA Until Monthly APR Free Period Inc
M&S Money MasterCard 0.00% 0.0% 1st 15 months 1.24% 15.9% § 55 days -
Tesco Bank Clubcard M’Card 0.00% 0.0% 1st 15 months 1.313% 16.9% § 51 days £5K
Halifax All In One M’Card 0.00% 0.0% 1st 15 months 1.385% 17.9% § 59 days -

LLeennddeerrss’’ ssttaannddaarrdd rreeddeemmppttiioonn ccoonnddiittiioonnss mmaayy aallssoo aappppllyy aatt aannyy ttiimmee.. IInncceennttiivvee ooff ffrreeee lleeggaall ffeeeess mmaayy oonnllyy bbee aavvaaiillaabbllee tthhrroouugghh
lleennddeerr’’ss nnoommiinnaatteedd ssoolliicciittoorr.. AAllll rraatteess aanndd tteerrmmss ssuubbjjeecctt ttoo cchhaannggee wwiitthhoouutt nnoottiiccee aanndd sshhoouulldd bbee cchheecckkeedd bbeeffoorree ffiinnaalliissiinngg aannyy

aaggrreeeemmeenntt.. NNoo lliiaabbiilliittyy ccaann bbee aacccceepptteedd ffoorr aannyy ddiirreecctt oorr ccoonnsseeqquueennttiiaall lloossss aarriissiinngg ffrroomm tthhee uussee ooff,, oorr rreelliiaannccee uuppoonn,, tthhiiss iinnffoorrmmaattiioonn..
RReeaaddeerrss wwhhoo aarree nnoott ffiinnaanncciiaall pprrooffeessssiioonnaallss sshhoouulldd sseeeekk eexxppeerrtt aaddvviiccee..

AASSUU == AAcccciiddeenntt,, ssiicckknneessss aanndd uunneemmppllooyymmeenntt iinnssuurraannccee.. BB++CC == BBuuiillddiinnggss aanndd ccoonntteennttss iinnssuurraannccee.. FF == FFiixxeedd rraattee.. DD == DDiissccoouunntteedd rraattee..
NN == NNeeccttaarrccaarrdd hhoollddeerrss oonnllyy.. VV == VVaarriiaabbllee rraattee.. UU == UUnneemmppllooyymmeenntt iinnssuurraannccee §§ == AAlltteerrnnaattiivvee tteerrmmss oorr ccaarrdd pprroodduuccttss mmaayy bbee ooffffeerreedd

aaccccoorrddiinngg ttoo ccrreeddiitt ssttaattuuss.. HHPP == HHoouussee ppuurrcchhaassee.. FFTTBB == FFiirrsstt ttiimmee bbuuyyeerr.. HHLLCC == HHiigghheerr LLeennddiinngg CChhaarrggee..
FFIIGGUURREESS CCOOMMPPIILLEEDD OONN:: FFeebbrruuaarryy 1166 22001122

MONEYFACTS Mortgage and Card Selection

TOP FIVE Overdrafts

Citibank PLUS CURRENT G 16.9% Nil 29.8% £25 pm £500
first direct 1ST ACCOUNT A 15.9% Arrangement Fee N/A N/A £250

£25 per request
Halifax REWARD CURRENT N/A £1 per day E N/A £5 per day Nil

Lloyds TSB CLASSIC 19.28% £5 pm 19.28% £5 pm D £10
Metro Bank PERSONAL CURRENT 15.0% Nil 15.0% Nil Nil

Account Buffer
Authorised

FeeEAR
Unauthorised

FeeEAR

APR
FIXED MONTHLY PAYMENT ON £5K FOR 3 YEARS

No Insurance

Marks and Spencer Money 6.0% C, H £192.58 1yr to 7yr Yes
Tesco Bank 6.1% C £193.02 1yr to 5yr Yes
Sainsbury’s Finance 6.1% C, N £193.03 4yr to 5yr Yes
Nationwide BS 6.4% C £194.35 1yr to 5yr Yes
Santander 6.9% C £196.56 1yr to 5yr Yes

C = APR dependent on credit rating. D = Existing customers or those opening a current account.
H = Applicants must be aged 30 or over or a home owner. N = Nectarcard holders only.

No InsuranceAPR

Term

Term

Redemption
Penalty

FIXED MONTHLY PAYMENT ON £10K FOR 5 YEARS Redemption
Penalty

Int Free O/D

Sainsbury’s Finance 7.8% C, N £155.61 1yr to 3yr Yes
Metro Bank 7.9% D £155.82 1yr to 5yr Yes
Tesco Bank 8.3% C £156.68 1yr to 5yr Yes
Post Office 8.4% £156.91 1yr to 7yr No
Santander 8.6% C £157.33 1yr to 5yr Yes

A = Funding of £1.5K per month required. B = Plus £25 daily unplanned borrowing fee. Daily unplanned borrowing fee charged where the
amount borrowed at the end of the day exceeds £25 buffer. C = Transferred current accounts charged at zero % on authorised overdrafts

for 6 months. D = Plus £5 daily fee charged for overdrafts of £10.01 to £24.99, £10 for overdrafts of £25 plus, maximum 8 daily fees per
month. E = Authorised overdraft tiered fee: £1 to £2.5K - £1 per day, £2,501+ - £2 per day. No charge on transferred accounts for 120 days.
F = Transferred current accounts fee free for authorised overdrafts for 12 months. Limit £5K. G = Funding of £1.8K per month required. H
= Transferred current accounts charged at zero % for authorised overdrafts for 3 months. M = Funding of £500 per month required. P =
Funding of £1K per month required. T = Plus £20 additional charge per day if overdraft increases. X = Offset/pooled facility available.

TOP FIVE Unsecured personal loans

Capricorn, Gemini and Taurus “top three signs most likely to make a claim”


