
Pension freedoms 
to be extended 
to annuities
The Chancellor has announced that 
the government will extend its pension 
freedoms to around 5 million people 
who have already bought an annuity.
From April 2016, the government will remove the restrictions on  
buying and selling existing annuities to allow pensioners to sell the  
income they receive from their annuity without unwinding the original 
annuity contract.

Pensioners will then have the freedom to use that capital as they  
wish – just as those who reach retirement with a pension pot can 
do under the pension freedoms announced in the 2014 Budget.  
This means they can either take it as a lump sum, or place it into 
drawdown to use the proceeds more gradually.

Pension reform: The next chapter
The new flexibilities build on the radical pension reforms that came  
into effect on 6 April, which allow people to make their own, informed 
choice about what they do with their savings in retirement.

Currently people wanting to sell their annuity income to a willing buyer 
face a 55% tax charge, or up to 70% in some cases. The government  
will remove this charge, so people are taxed only at their marginal rate. 

Consultation underway
The government has launched a consultation on the measures  
that are needed to establish a market to sell and buy annuities.It is  
expected that for the great majority of customers, selling an annuity  
will not be the right decision. However a minority of individuals may  
want to sell an annuity to: 

• provide a lump sum for relatives or dependants 

• pay off debts

•  respond to a change in circumstances (eg. getting divorced  
or remarried)

•  purchase a more flexible pension income product instead

To ensure people are in a position to make an informed decision, the 
government will be working with the Financial Conduct Authority (FCA)  
to introduce appropriate guidance and other consumer protection 
measures. This may include extending Pension Wise, the free service  
that helps consumers understand how to use their pension pot at the  
point of retirement.

Contains public sector information licensed under the Open Government  
Licence v3.0. 

HM Revenue and Customs practice and the law relating to taxation are  
complex and subject to individual circumstances and changes which  
cannot be foreseen.
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If you’re saving for retirement, or considering taking your 
retirement benefits in the near future, please get in touch to 
discuss your options. 
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Three forces that can  
drive up inflation
In their most recent meeting in July,  
members of the Bank of England Monetary 
Policy Committee noted that in the three  
months to April 2015, the total average pay  
for UK workers had increased by 2.7% 
compared with a year earlier. Private sector  
pay also increased by 3.3% over the same 
period, similarly well above expectations.

By the same token, job growth in the UK  
has also been remarkably steady with two  
years of gains in employment and matching 
declines in the unemployment rate. 

Consumers have more money to spend,  
more people are in work and companies  
are hiring. Typically, these three forces  
working together have tended to drive  
up inflation in an economy and there is  
no reason to think this time things will  
be different. 

The value of investments and any income  
from them is not guaranteed and can fall  
as well and you may get back less than  
you originally invested.

UK inflation has been  
decreasing, but recent  
economic data suggests  
this could change.

Inflation is no longer the bogeyman  
it once was. According to the UK  
Office for National Statistics (ONS),  
the Consumer Price Index (CPI),  
a measure of how much things cost, 
has been on a broadly declining  
trend since mid-2011.

Cheaper food prices have been partly 
responsible for this but just as significant  
was the oil price collapse from the end  
of 2014, as the cost per-barrel tumbled  
to a six-year low. For consumers this has  
been good news. 

Inflation: A turning tide?

Contribution of food and motor prices to the annual CPI rate of inflation:  
January 2007 to June 2015 

Source: Office for National Statistics, July 2015

UK Employment and unemployment rates

Source: ONS, Financial Times: Rise in both wages and unemployment  
puzzles economists, 15 July 2015

12
-m

on
th

 in
fla

tio
n 

ra
te

 (%
)/ 

co
nt

rib
ut

io
n 

to
 th

e 
in

fla
tio

n 
 

ra
te

 (p
er

ce
nt

ag
e 

po
in

ts
)

Unemployment rate (% of labour force)

Food & Fuel

Employment rate (% of all aged 16-64)

Other goods & services CPI

-2

1

2

3

5

4

6

Ja
n-

07

Ja
n-

15

Ja
n-

14

Ja
n-

13

Ja
n-

12

Ja
n-

11

Ja
n-

10

Ja
n-

09

Ja
n-

08

20
15

20
14

20
13

20
12

20
11

705

716

727

738

749

-1

0

C
O

P
E

N
10

52
 E

xp
. 1

7/
06

/1
6 

Bright Blue Wealth hello@brightbluewealth.com 01932 579700 

Investors seeking to beat a rising tide 
may want to consider ways of 
protecting against inflation now. If 
you’d like us to review your savings 
and investment strategy, please get in 
touch. 



From next year, students could  
face record bills when it comes  
to supporting their educational 
ambitions, with many parents  
being asked to help pick up  
the tab.

A university education can be a valuable advantage  
for young people entering today’s increasingly  
competitive job market. But the cost of attaining  
a degree now comes at a significantly higher cost  
than in previous decades. 

Tuition fees hit record high
Consumer body Which? estimates the cost of  
a three-year degree outside of London (including  
tuition fees, accommodation and living expenses)  
is typically between £35,000 and £40,000. 

A 2014 report from The Institute for Fiscal Studies  
paints an even starker picture. It suggests students  
will leave university with an average debt of £44,035  
– a figure estimated to be nearly £20,000 higher than  
under the old system, which ended in 2012.

Student maintenance grants  
to be scrapped
Students from households earning up to £42,620 
per year were, until now, able to subsidise their  
living costs with a student maintenance grant. 

This funding will be scrapped from August 2016  
and replaced with a loans system. For new full-time 
students in England starting their courses from 
August 2016, the maximum amount of support will  
rise by £766 to £8,200 a year (up to £10,702 for those  
studying in London) depending on your circumstances. 
However, it will only apply to students with household 
incomes of £25,000 or less per year.

Number of teenagers combining  
study and work plummets
Evidence also suggests fewer students are combining 
part-time work with their studies, increasing the financial 
burden on many parents even further.

A report from the UK Commission for Employment and 
Skills reveals that the number of 16 and 17 year-olds 
combining part-time work with their studies has halved  
over the past 20 years, from just over two-fifths (42%)  
in 1996 to less than one-fifth (18%) in 2014.

Conversely, the number of young people participating  
in full-time education has grown substantially, from 2.1 
million in 1996 to 3.2 million in 2014 – an increase of  
50% - creating greater competition for each job opportunity. 

Planning for a changing landscape
With costs rising and further changes on the horizon,  
the importance of a robust financial strategy to support  
your children’s (or grandchildren’s) further education  
has never been greater.

Investing for children rather than yourself is subject to  
a specific set of rules. These can vary depending on the 
ownership, tax status and term of the investment, so it 
makes sense to seek advice before making any investment 
decisions. And, as with most investments, the sooner you 
put plans in place and begin saving, the better.

Student finance changes 
highlight spiralling study costs

If you would like to find out more about investing 
for your children's future, or would like to review 
your wider investment strategy, please get in 
touch. 

Bright Blue Wealth hello@brightbluewealth.com 01932 579700 
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Chertsey 
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01932 579700 
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Younger generation lacks  
pension understanding
Government research has found  
that many young adults fail to 
understand the value of saving  
for retirement, the details of the  
State Pension, and how the  
pensions system works. 

When asked ‘Do you need to find  
out more about saving for retirement?’, 
53% of 22-34 year-olds said they did. 
This is compared to 44% of those aged 
35-49 and 30% of those aged 50-64.

Meanwhile, pupils quizzed by the Pensions Minister,  
Steve Webb, during a visit to their school, offered  
some surprising answers. Seven out of 10 of the  
teenagers asked thought the government would  
provide most of their income when they retired,  
while eight out of 10 thought they would retire  
in their mid-60s. 

Expectations of how much income would be provided 
varied between £9 per week to £800 per week.

Automatic enrolment
Pensions are more relevant to young people about  
to enter the world of work than ever before, thanks  
to the introduction of auto enrolment. This compels  
employers to automatically enrol workers from age  
22 into a workplace pension. Those aged 16-22  

can opt in, provided they earn more than £10,000  
(2014 to 2015) a year. Figures show that automatic 
enrolment into workplace pensions is playing a major  
role in reversing the decade-long decline in private  
sector pension saving. Young people working in the  
private sector showed the largest increase in the  
proportion saving into a pension, growing more than  
any other age group – 30% of those aged 22 to 29  
saved in 2013 compared with 24% in 2012.

It is never too early to start saving
Pension planning should be an important part of  
everyone’s financial plan. There is no minimum age  
for a personal pension, although contributions to a  
child’s plan are currently limited to £3,600 per tax year. 
It’s never too early to start saving so, if you don’t have a 
pension in place, it might be time to consider your options.

Contains public sector information licensed under the Open 
Government Licence v3.0.

If you, or a family member, need help 
understanding pensions, please get in touch. 
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