FINANCIAL
”VY-E.WPOINT

MAP 4‘\,/V/A'RREN & AsSOCIATES

AUTuMN 2019

From stralghtforward solutn ! n‘gre complex

planning talk.to us ab,q.ut your mvesfpent choices.

-,

M P WARREN
S

12 Fore Street, Chudleigh, Newton Abbot, Devon, TQ13 OHX
enquiries@mpwarren.com | 01626 853500 |




General Insurance

Nobody knows what is around
the corner. Accidents can and do
happen and the most commonly
reported household claim in 2018
was for Accidental Damage. It's
therefore wise to check what is
included in your insurance policy
to help protect the valuable items
in your home.

Standard contents insurance usually protects
you if you have possessions stolen, destroyed or
damaged. Accidental damage on the other hand,
isn’t typically included in contents insurance

but may be an optional add-on to your standard
policy. It covers you for unforeseen events that
cause damage to your belongings.

We have all heard of stories of red wine being

spilt on new cream carpet, and kids breaking TV
screens with a games console controller gone
awry. There are also those more ‘comical stories’ of
toddlers painting the sofa with nappy rash cream,
puppies rather enthusiastically playing with TV
cables or mugs of tea being dropped in the
bathroom and smashing the toilet. Insurance
doesn’t have to be for significant claims; it’s also to
protect against these types of life’s little mishaps.

It’s probably worth taking a few minutes to
consider your day-to-day needs and it’s definitely
worth checking what your insurance policy
covers as you may already have accidental
damage in place. And if you don’t, you might
want to consider arranging accidental damage to
ensure your valued belongings remain protected.

Five expensive
and weird
pet-related
insurance claims
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Tortoises torching homes
Clare was relaxing at home when she
smelt smoke. She saw flames coming

from another room and realised that her
two tortoises had knocked over their heat
lamp and started a blaze. Luckily her pets
were unharmed and she had home and
contents insurance to cover the damage.
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Destructive dog

Lee was watching his daughter’s

puppy when the neighbour’s cat
strolled through the garden. The dog
charged straight towards the cat and

through the patio door. Lee had

accidental damage cover which meant
he could claim to replace the
shattered glass.

mc
Cat-astrophe
Faye returned home from work to find
some of her favourite antique ornaments
smashed on the floor. Sitting amid the
chaos was her neighbour’s cat who had
climbed in through an open window. The
cat, like many in Instagram videos, had
knocked the items over. Faye's contents
insurance was able to cover the cost of
the broken ornaments so she could
replace them.

Painting paws
lan was doing some DIY and adding a
coat of paint over some marked walls
while his wife was out walking the dog.
When they returned the dog excitedly ran
through the house, through a paint tray
and onwards through the lounge leaving
‘painty' paw marks all over the carpets.
After cleaning the dogs paws lan was able
to claim on his home insurance to have
the carpet replaced.
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Hungry husky
Lisa took her hearing aids out to clean

them. She placed them on the coffee
table whilst she went to collect clean
water and a brush. When she was out of
the room her dog was sniffing around the
table and mistook the hearing aids for
treats. Lisa had already planned ahead
and made sure her hearing aids were
covered under her home insurance
and she was able to successfully
make a claim.



Protection

You're not average

What does average look like?

Information released by the Office for
National Statistics shows the average
British man, Mr Average, is 38, will
live to 85 and earns £31,103. The
average British woman, Ms Average,
is 40, will live to 88 and earns
£25,308.

The LV= risk reality calculator

gives you a rough idea of your risk of
being unable to work for two months
or more, suffering a serious illness,
and death.

Running the details of Mr and Ms
Average through the calculator
uncovers some startling statistics of
what life might look like for them
before retirement at age 68.

What might be in store for you before the age of 68? (Based on
anon-smoker, according to population and industry statistics)

33% risk of being unable to work for 2+ months

17% risk of suffering a serious illness

5% risk of death

40% likelihood of any of the above happening

46% risk of being unable to work for 2+ months

13% risk of suffering a serious illness

4% risk of death

51% likelihood of any of the above happening
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These statistics highlight the importance
of all of us taking responsible steps to
mitigate the financial impact these risks
may have on you or your family. While we
can’t wrap ourselves up in cotton wool we
could consider Income Protection, Critical
Illness Cover and Life Insurance policies
as part of a protection portfolio.

Income Protection

Income Protection pays out a regular monthly income to you should you be unable to work due
to aninjury orillness.

Critical Illness Cover

Critical Illness Cover pays a one-off lump sum on diagnosis of any of the serious illnesses specified
in the policy terms.

Life Insurance

Life Insurance can pay a one-off payment or a regular income to your partner or dependents when
you die.

If this has given you some food for thought, and you’d like to learn more about your risk,
visit https://riskreality.co.uk/openwork.



How will changing working

patterns affect your pension?

The sooner you start saving,
the healthier your pension pot
is likely to be when you need to
draw on it.

But what happens to your pension
planning if your working hours
reduce, or stop?

First things first

If you join a company you may be enrolled
into their workplace pension scheme which,
in most cases, your employer will also pay
into. The self-employed, on the other hand,
should set up a personal pension, which
come in the form of a basic personal
pension, stakeholder pension,

or Self Invested Personal Pension (SIPP).

Workplace pension schemes will have
minimum contribution levels, but you
should save more if you can. In fact, some
commentators suggest that if you take the
age you start your pension and halve it,
that’s the percentage of salary you

should save each year.

What’s more, as your earnings increase it
makes sense to save more into your pension
if you can afford to. There's no limit on how
much you save, but there are limits on the
amount of tax relief you’ll receive.

What if your working patterns change?

If you reduce your hours your contributions
may also reduce, so you’ll need to consider
how that impacts your retirement planning.

Working part time won't affect your state
pension entitlement providing you earn at
least £166 per week. Entitlement depends
on your National Insurance contribution
history and if your part-time earnings are
lower than the threshold you might be able
to pay voluntary class 3 NI contributions

to plug the gap.

If you need to take time off work, you

and your employer will carry on making
pension contributions if you’re taking paid
leave. The same applies for maternity and
other paid parental leave.

If you’re taking maternity leave and not
getting paid, your employer still has to make
pension contributions in the first 26 weeks
of your leave (Ordinary Maternity Leave).
Whether they continue making contributions
after that will depend on their maternity
policy, so it pays to check.

To.find out how much
your retirement might cost,
it’s helpful to ask yourself:

» When do you want to retire?
» What do you want from your retirement?

« How will your spending habits change?

« Would you move, or stay in your current home?

+ Will you continue doing some form of paid
work after retirement?

« Will you be entitled to the full State Pension?

Whether you’re employed, self-employed, part time
or full time, please get in touch with us to explore your

pension planning options.
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The value of investments and any income from them can fall as well as rise. You may not get back the amount originally invested.
HM Revenue and Customs practice and the law relating to taxation are complex and subject to individual circumstances and changes
which cannot be foreseen.




Mortgage

Considerations for
first-time buyers

Being a first-time buyer can be daunting. Not only are you about

to make one of the biggest financial decisions in your life, but you’ll
probably also have family members and friends offering their ideas
on the right house, mortgage, lender conveyancer and even removal
company for you.

We’ve put together some ideas to try and take away some of the stress
and confusion and give you confidence to move through the home
buying process as smoothly as possible.

Get the right advice Know your budget

Of course we’re going to say that - it’s what we do! We’ll review your Your hard-saved deposit and monthly
circumstances and look at your income, debt, day-to-day outgoings, mortgage repayments aren’t the only
employment and the size of your deposit, to assess what you can expenses you need to be mindful of
afford to borrow now and in the future. We’ll talk you through the when buying your first home:

types of mortgage we think are right for you and the lenders who

offer them.

Some lenders will charge for a valuation fee
to help them establish how much they are

Save as much as possible
prepared to lend you.

Buying a house is going to be expensive so it’s important to
save, save, save and save some more to get yourself in the

best positi ible.
est position possible You’ll also need to factor in the cost of a

survey (depending on the type of property
you’re buying and the lender you choose to
go with you might need a basic mortgage
valuation, a homebuyer’s report or a full
structural survey).

Many lenders will accept a minimum deposit of 5% of

the cost of the house you’re buying, but aim higher. The
bigger your deposit the smaller the mortgage (and monthly
mortgage payments) making you more attractive to a lender.

Talk to us and we can help with practical financial

advice on your first and future home purchases. In Scotland you also need to budget for
Land and Buildings Transaction Tax and
in Wales you’ll need to budget for Land
Transaction Tax. If you live in England

or Northern Ireland, you won’t pay any
Stamp Duty Land Tax on properties
worth up to £300,000.

You’ll also need to pay your solicitor or
conveyancer for any legal work and local
searches they do on your behalf.

Your home may be
repossessed if you do not
keep up repayments on your
mortgage




Mortgages

‘Mortgage prisoners’ may
be able to remortgage

You may have heard the
term ‘mortgage prisoners’
but not know exactly what
it is. Mortgage prisoners
are those who are trapped
in their current mortgage
deal and are unable to
remortgage or move.

How did Karen and Richard
become mortgage prisoners?

"Unfortunately my work
circumstances changed last

year, meaning Karen and | can't
pass the affordability check. If we
were able to switch we could save
a lot of money by having a lower
interest rate."

The Financial Conduct Authority (FCA) has estimated around 150,000 borrowers are stuck
as ‘mortgage prisoners’. Some of the main reasons are —

— A change in circumstances, such as credit issues or a lower income
since they bought their home.

— Not meeting the affordability rules which changed in the 2014
Mortgage Market Review

— Negative equity - which could be due to the 2007/08 financial crisis

Being stuck on your current mortgage deal can be a costly frustration. Those that come to the end
of their existing deal may be moved onto a lender’s Standard Variable Rate which can be expensive,
with average rates higher than many available deals. In some cases, this could be more than double
the rate of interest.

There may be hope on the horizon...

After a campaign by a group of ‘mortgage prisoners’, who originally mobilised via social media,
the FCA has proposed plans to help people move to a cheaper deal.

Customers who are both up-to-date with payments and looking to remortgage without additional
borrowing will be given a more appropriate affordability assessment to assert whether they can
afford the new loan. This will make it easier to find the right mortgage for their needs. The FCA

is also asking lenders to work with more innovative tools to help customers better identify what
mortgages they may qualify for.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE




Protection

Did you know...?

@ Gender pay gap
Pensions for women are £7500
less than mens on average and
yet on average women live for
three years longer than men.

() Anation unprepared
for retirement
Over half of the British population
admits to either not saving for a
pension or not saving enough for
the retirement that they would like
to live.

@ The rise of pensioners
In 1901, there were ten people
working for every pensioner. By
2050 it has been predicted that
there will be one pensioner to every
two workers.

The value of your investments can fall
as well as rise, and you may get back
less than you invest.

HM Revenue and Customs practice
and the law relating to taxation are
complex and subject to individual
circumstances and changes which
cannot be foreseen.

Ing your
contributions

As you approach retirement, you probably want to know when

you can afford to stop working. Having worked hard throughout
your career you deserve to enjoy your retirement without having to
worry about your finances. It may be worth reviewing your pension
contributions to make sure you are taking advantage

of the incentives offered by the government and your employer.

Make the most of tax relief...

The government tops up your pension contributions in the form of tax relief at your highest rate of
income tax to encourage you to save. Basic rate taxpayers receive tax relief of 20%, while higher rate
and additional rate taxpayers can claim back 20% and 25% respectively through their tax returns.

..and understand employer contributions

Since 2012, employers have been legally obliged to automatically enrol employees in a pension
scheme, although you can opt out. As an incentive, employers top up employee contributions. The
government increased the minimum contribution to 8% from April 2019 - at least 3% from
employers with employees making up the balance. It is worth remembering that the employee’s
contribution includes tax relief.

Are you saving enough?

There are no fixed rules about how much you should contribute to your pension because of course
everyone’s circumstances are different. However, one rule of thumb is to take the age you started saving
and divide it by two to give you the percentage oftyour salary which you might wish to put away each
year. So, if you'set up your pension at the ag'e of 30, you could aim to pay in 15% of your salary.

Stick within the limits

There are rules covering how much you can contribute, and you could face a hefty tax bill if you break them.
The annual allowance for the 2019/20 tax year is £40,000 or your full salary (whichever is lower), although it
is tapered for anyone earning over £150,000. You can.carry forward any unused annual allowance from the

previous three years. j

There is also the lifetime allowance - the maximum-amount you can withdraw from a pension scheme.
Itis currently £1,055,000 and likely to increase with inflation. It’s probably wise to keep a close eye on the
value of your pension if it starts approaching this limit.

Deciding Whether or not you can afford to retire is a significant con5|derat|on andsoit makesggod sense




Protection

Income Protection claims

You might believe you’d be more likely to call on your
income protection policy later in your working life,
but data from protection insurer, The Exeter, show
their average claimant was 40, and on certain
products, just 33.

Income protection is designed to pay an income if you're
unable to work as a result of an accident, illness, or, with
some policies, unemployment. The benefit usually kicks
in after what's called a deferred period and can last until
you're able to return to work or you retire.

Cover for physical, and non-physical conditions

Every year, one million workers will have to stop work due to prolonged
sickness or injury, but the number having to take a break because of mental
health issues is sadly growing. As well as revealing the surprisingly young age
of some of their claimants, The Exeter said that mental health-related issues
were accounting for a growing number of its claims; reaching 10% in 2018.

The Association of British Insurers (ABI) had previously reported that mental
health was the most common cause of claim on income protection policies
in 2017; perhaps unsurprising given that one in four of us in the UK will be
affected by a mental health problem in any given year.

Whether your reason for claiming on your income protection policy
is physical or mental, having cover in the first place is crucial
- especially if you have a mortgage or people who rely on your income.

Income protection tips

Check if your employer provides cover as part of your
employee benéefits. If so, how much do they provide
and for how long?

If you need to take out separate cover, don't leave it
too long; the younger you are, the cheaper the policy.

Make sure the cover you take out complements your
existing cover. For instance, if your work policy ends after
six months, choose a six-month deferred period.

If you're self-employed, you might consider a shorter
deferred period since you'll have no employer's cover.
You might have savings that could see you through
the first few weeks or months of being unable to work.

If you’d like to find out

more about the features and
benefits of income protection,
please get in touch.




