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DON’T BANK ON US

David Ball

For 2 years since we started producing our own newsletter the time seems
to have flown by. Trying to compose an editorial comment which carries
authority and a smile has, at times, been difficult. 

An Election and a new style of Government are bringing an influence of rationalisation at best and severe

cuts at worse.

We are now seeing examples of mainstream clearing banks tightening their hold over existing debt, pursuing

covenants with an enthusiasm designed not only to charge more, but in some cases pressing for recovery.  

It appears that a grade “A” client is measured not only by its ability to service debt but also its ability to pay

inflated rates of interest.  The picture of Oliver Twist asking for more is not greeted with a scowling and

incredulous response, but more likely the sweet smile of “Oh yes sir, as long as we can move your debt to

LIBOR plus 3%!”

Our soundings from a broad range of clients are that they have never been so wary of their financiers and

that they are making every effort to keep on their right side.

I believe that a sense of balance and proportion is required as in the future, when financial matters become

more relaxed, those directly affected i.e. the client and the general public, tend to have long memories.  If

both Government and banks alike beat out the sense of adventure from the public at large it will be many

years before the financial system returns to normal. 

My last words written in early summer spoke of changes ahead and judgment to be made with the benefit

of time.  Observations today are that the new Government is still making their case and in most situations

their plans for the future.  They must not become guilty of “over egging the pudding”.

David Ball

This publication is for general guidance only and does not constitute financial advice. If you do require specific advice relating
to your personal circumstance please contact us.  



tax relief on pensions

Chris Ward
dip PFS
Assistant
Pensions
Manager

The Coalition Government has been true to its word and simplified the
proposals put forward by the previous Labour Government for higher-rate
tax relief for the 2011/12 tax year.

Following a consultation process, the Government announced on 14 October 2010 that the Annual Allowance,

which in effect limits the amount of tax privileges available on pension savings in any one tax year, would be

reduced from the current figure of £255,000 to £50,000 from 6 April 2011, until the 2015-16 tax year at

the earliest.

Whilst a reduction in the Annual Allowance was of little surprise, the level of it perhaps was, with the reduction

detailed at the last Budget being thought likely to be in the region of £30,000 to £45,000.

Despite concerns in the industry that the Government would look to cap tax relief, they further announced that

full tax relief would continue to be granted on personal contributions at the individual’s marginal rate up to the

Annual Allowance.

Legislation will also be introduced to carry forward any unused Annual Allowance from the previous three tax

years.  Whilst this was largely included to allow smoothing of accrual spikes for Final Salary and Defined

Benefit arrangements, where accrual must be measured on a 16:1 conversion basis, it will apply to SIPP,

SSAS and other Defined Contribution arrangements.  This will potentially allow for SIPP and SSAS contributions

in excess of £50,000, where contributions over the last three tax years have been less than £150,000.

Tax charges for exceeding the Annual Allowance, following any carry forward relief available, will be tailored

to recoup the marginal rate of tax relief from which an individual has benefited, with the Government

confirming that they would be further consulting on how this could be paid directly from the receiving pension

arrangement, rather than from an individual’s income.

The Government has also taken the opportunity to reduce the Lifetime Allowance, which is the effective

maximum for an individual’s total pension arrangements in their lifetime without triggering certain tax charges.  

From 6 April 2012 the Lifetime Allowance will be reduced to £1.5m, from £1.8m, with the tax charges payable

on any excess remaining unchanged.

Those with existing Primary and Enhanced Protection should be unaffected by the change and the

Government is consulting on the introduction of a ‘Pension Growth Protection’ for those with pension pots

currently in excess of £1.5m, but less than £1.8m, which could result in the application of a cap of £1.8m

with no further benefit accrual.  Further details will follow.

Whilst I have attempted to include the pertinent parts of the Government’s announcement in this article, a

more detailed note is on the Resources section of our website www.boolers.co.uk and your consultant will

be able to provide specific advice in connection with the changes.

This article is based on our interpretation of the current law and HM Revenue & Customs practice, which is subject to change.

www.boolers.co.uk



FUND UPDATE

Andrew White

In our Spring newsletter, I discussed our approach to generally retaining
investment funds that had good management teams and excellent long term
track records, even if they suffer bouts of underperformance.  

I highlighted the short term underperformance, relative to the All Share Index, of the Invesco Perpetual

Income fund and am pleased to report that the fund has had a much better last six months.  It has

outperformed its peers in the form of the UK Equity Income sector such that its twelve month performance

is now identical to that of the broader All Share Index at 13.1% (Source – Financial Express, bid to bid basis,

income reinvested, 12 months to 30 September 2010).  

This is in spite of the fact that the manager invests on a relatively cautious basis, a style which would not be

expected to perform well if UK equities perform strongly over a short period.  

Neil Woodford remains one of the most successful and highly rated UK Equity fund managers and we expect

him to continue to provide good returns to investors under different market conditions over the long term, along

with other highly rated fund managers. Although he is a naturally cautious investor, he has stated on several

occasions in recent months that he sees good value in many sectors of the UK equity market at present.
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VIX
Volatility in investment markets is something we often mention in
discussions with and reports to clients, but what do we actually mean by
this term?

The volatility of a market, fund or particular share is often measured by the Standard Deviation over a

particular period of time.  In general terms, this is a measurement of the movement away from the average

value of whatever is being analysed. In investment terms, the larger the standard deviation, the more variable

the rate of return. Such a measurement is therefore often used to convey risk.  

The VIX index is a commonly used measurement of the risk in investment markets at any particular time.

Specifically, it is the ticker symbol for the Chicago Board Options Exchange Market Volatility Index and was

first formulated in 1993 (although historical data has been calculated back to 1986).  It is a measure of the

implied volatility of S&P 500 Index (a US Stock Market Index) options.  It is the market’s expectation of

volatility over the following 30 days and is calculated using a range of option prices.  

Because the Index is forward looking, it is often known as the Fear Index as it is a measure of what investors

expect to happen over the following month.  A VIX value of more than 30 normally indicates significant

volatility in investment markets, while one of less than 20 indicates calmer market conditions.  

Between 1990 and October 2008 the average VIX level was just over 19.  There were periods of more than

average volatility in the intervening years, most notably in October 1997 (VIX = 35; Asian economic crisis),

August 1998 (VIX = 44; Russian/Ruble crisis) and September 2002 (VIX = 40; general declines after Dotcom

bubble and September 11th attacks).  

However, the events of October 2008 saw a new high with a level of 60 confirming the extreme market conditions

witnessed at that time.  Whilst there was a marked fall in the index level over the following few months, the value

remained over 50 until early April 2009.  It was at that time that share prices, and indeed those of many other

types of asset such as high yield corporate bonds, began to recover from their very low points.

The VIX index currently reflects the continued recovery and strength of equity markets in the meantime.

Although this summer saw VIX rise well above 30, reaching a peak of 45 in May as equity markets reacted

to events in Greece and other southern European countries, the index on 15 October 2010 stood at 19, i.e.

very close to its 20 year average.  

Whilst volatility is not necessarily a bearish sign, investors do not like such conditions as they demonstrate

significant risk in the market, whether on the downside or indeed the upside. The current VIX level is therefore

encouraging given the turmoil in investment markets over the last couple of years.  We believe that the UK equity

market continues to represent good value for investors on a 3-5 year view and that the combination of the two

provides a confidence boost for UK investors. This applies to those who are already invested but also those who

may be looking to add to their current positions as the return on deposit monies remains at all time lows.  

Andrew White



INVESTMENT UPDATE
It has been another interesting
few months for financial markets.
The summer months saw markets
fall back after a positive start to
2010.  Whilst we tend to see lower
trading volumes in the summer,
weaker than expected economic
data led to concerns over a
double dip recession.

Financial markets and shares/equities in

particular have rallied over recent weeks on the

back of both strong company and economic data.

However, stalling economic growth is a concern for

the major economies and the US Federal Reserve

has recently announced a further $600 billion of

Quantitative Easing through to March next year.

From an investor’s view point, interest rates

remain stubbornly low and are likely to be for some

time and therefore investors continue to look for

alternative investment opportunities.  With 10 year

Gilts currently yielding 2.8% and the FTSE All Share

Index yielding 3.2%, there is significant demand

for the opportunity to achieve real returns above

inflation.  It is very unusual to see equities yielding

more than gilts and this situation generally has not

been seen since the 70’s. This gap is likely to

reverse back over time and adds further argument

to the value in equity markets currently.

Overall we remain positive for equity markets over

the medium term and we may well see further

strength through the fourth quarter, as is often the

case towards the year end.  This is especially the

case given the competitive dividend yields

available.  Good quality UK Equity Income funds

are yielding around 4.5%, net of the 10% tax credit

which satisfies the income tax liability for basic

rate tax payers, with good quality Corporate Bond

Funds yielding around 4%, net of 20%.  

We believe that equities are looking attractive and

offer good value when compared with cash and

fixed interest. The combination of competitive

dividend yields and the potential for capital growth

are very appealing for investors prepared to accept

the risk of investing in this type of asset and

prepared to commit monies for investment over a

reasonable period of time.

There is no doubt that we are in a period of

subdued and some would say anaemic economic

growth.  This does still present opportunities for

true stock-picking fund managers aiming to

outperform their respective benchmark indices.  

Gavin O’Neill dip
PFS
Investment
Manager

“Overall we
remain positive
for equity
markets over the
medium term.”



REGULATION UPDATE

Sarah Bailey APFS
Compliance
Manager
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The Regulator is Dead, Long Live the Regulator?

On the 16th June 2010, George Osborne

announced sweeping changes to the financial

services regulation system within the UK.  The

reforms were anticipated following the bank crisis

that occurred in 2008.  In future, responsibilities

will be clearly apportioned rather than being

shared out as per the current tripartite system

involving the Bank of England, Financial Services

Authority and the Treasury.  

Whether the changes will be sufficient to avoid a

repeat of the financial crisis remains to be seen.

Although a clear demarcation of roles and

responsibilities is a good start, a new regulator

must have the right people driving change forward.  

City bankers are already protesting about bonus

structure reforms.  As I am writing this article,

several of the City’s most senior bankers are

lobbying global regulators in Washington for an

international bonus standard, stating that

restrictions are already causing recruitment

difficulties to the sector from the US and Asia.  This

year, bankers’ cash bonuses are predicted at

around £7bn, pre-tax of course, as the Chancellor

is making sure the Treasury get a hefty slice!  In

fact, the Government’s share will actually be

greater than the bankers, which will undoubtedly

prove more palatable to the public.   

Although the Financial Services Authority will not

continue in its current form, the FSA’s Chief

Executive, Hector Sants, will stay at the helm to

see through the transition to a new prudential

regulatory authority.   He believes that unless firms

address the issues of culture and ethics, the FSA

will not be able to prevent another crisis of this

magnitude from occurring again, and will never fully

restore the trust of society in the financial system.

The FSA is certainly not sitting quietly waiting for

the changes, but is ensuring the completion of its

major projects; the Treating Customers Fairly

initiative and the Retail Distribution Review, by the

end of 2012.  Nor is it a regulator afraid of baring

its teeth to those who fail to comply.  News of

major fines levied against financial heavyweights

litter the papers on a regular basis, such as the

£5.6m fine that Royal Bank of Scotland will have to

pay for failing to have adequate systems and

controls in place to prevent breaches of UK

financial sanctions.  

We are strongly in support of both the Treating

Customers Fairly and Retail Distribution

Review projects.  

Treating our clients fairly and
consistently has always been
central to our culture.  We do not
see this as a one off exercise and
are always looking for ways to
improve our services and products.  

If you would like to know any more about the firm’s

TCF or RDR work, or any other aspect of the firm’s

regulatory compliance work, then please contact

Sarah on 0116 2407075  

Our Compliance Manager, Sarah Bailey, talks about the current issues
with regard to the regulation of Financial Services.



NO INTEREST
Cast your minds back to September 2008, a time which saw the beginning
of the banking crisis and the subsequent nationalisation of some of our
high street banks. 

Since that time, the availability of credit in any form has become increasingly difficult to obtain, whether it
be mortgage lending or development opportunities.

The banking sector’s main priorities have been the continued re-building of their balance sheets and as a
consequence the rates of interest available to savers remain derisory.

We at Boolers are only too well aware of the problems encountered by savers as under pension scheme
management we have total cash balances in excess of £56 million.  

That is why we have tailored an account, in partnership with Investec Bank, that enables us to have a
streamlined opening process, internet access, as well as the ability to pay a more attractive interest rate.  

Termed a 30 Day Notice Account, it is able to accept deposits of £25,000 or more and, due to the notice
period, an attractive interest rate of 2% gross is payable.  

Investec Bank Plc has a strong balance sheet and liquidity position and detailed below are the key points in
connection with this.  

•Core Tier One Capital adequacy ratios have strengthened to over 12.3%, far in excess of the 
regulatory minimum of 6%.*

•Liquidity in excess of £4.8 billion of cash and near cash to support the bank’s activities.*
•A leverage ratio of approximately 14 times lower than all other mainstream UK banks.*
•UK lending fully funded by custom or deposits with no reliance on wholesale funding.
• Investec Bank has received an institutional certificate to grant it access to the UK Government 

Credit Guarantee Scheme. 
• Investec Bank is not participating in the Government Recapitalisation Scheme as it was deemed 

to have a sufficient core tier one capital adequacy ratio by the Government.  

*Source: All information provided by Investec Bank plc.  Correct as at 27 September 2010.

We have already placed significant deposits with Investec, as the company has been on the Boolers Banking
Panel for over a year.  We have taken the opportunity of enclosing a fact sheet in connection with the account
and anybody interested in opening one, or receiving additional information on our Banking Panel, should
contact their usual Boolers representative.

In order to cover our costs in establishing and maintaining the Investec Bank accounts, without having to ask
for additional fees from you, we receive a quarterly payment from Investec Bank based on the total client
balances held, equivalent to an annualised figure of 0.2% for client balances between £5m-£10m, 0.3% on
client balances between £10m-£20m and 0.45% for client balances over £20m.

Paul Quaid



HELPING YOU PROTECT YOUR BUSINESS

Michelle Mason
Financial
Consultant 
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BUSINESS PROTECTION 

Most businesses understand the
need to manage the risks they face
every day.  

They insure their premises, equipment and stock
against fire, flood and theft.  They insure their
vehicles.  But many don’t stop to think what would
happen if they lost their most important asset – their
people.  Protecting your business is vital in today’s
market conditions.

Many small and medium sized businesses rely on
certain key people such as sales managers, whose
contacts and relationships with customers make
sure sales remain on target and the business is
profitable.  Without these people the business
could suffer serious financial loss or even cease
trading altogether.

And it’s not just about the loss of profit a business
could suffer.  What would happen if one of the
owners died or suffered a critical illness?  Who
would take their place in the boardroom?  Would
that person have the skills necessary to fill the
role?  Would they want to?

Business Protection is designed to protect
businesses against the effects of losing one of
their key people or one of the owners through
death, critical illness or even temporary disability.
The business protection gap is currently around
£1.1 trillion in sums assured. (Source – Office for

National Statistics 2009.)

SHAREHOLDER PROTECTION

The loss of a partner, member or

shareholding director can have a major

impact on the success of a business in

terms of ensuring continued control for

the remaining owners.

Thought also needs to be given to the effect on
the dependents of a deceased owner, or the
position of a critically ill owner who might wish to
leave the business.

On the death of a shareholding director, their share of
the company passes to their estate. The deceased’s
dependents may have no real interest or experience in
the business. They will probably need cash at such
a time and may wish to sell these shares quickly. 

If the owner of a limited company becomes critically
ill or dies their family may wish to sell their shares
of the business to either a competitor or some
other unsuitable buyer.  If the owner was the
majority shareholder, then control of the business
would be lost.

Alternatively, the owner’s family may wish to
become involved in the business, which may be at
best disruptive or at worse unacceptable to the
other new owners. A majority shareholding allows
the new owner to appoint themselves as a director
and remove other directors, gaining day to day
control of the business.

In these circumstances, the remaining shareholders
will need sufficient capital to secure ongoing control
of the business, without being forced to borrow the
required sum to purchase these shares. The
advantage of this assurance is that it can provide
funds for this purpose at just the right time. This
removes any worry that the deceased’s shares may
have to be sold to someone outside the business. 

Shareholder protection allows Directors to make
provision for such a possibility and ensures: 

• The business stays in the hands of the 
current Directors 

• A fair value is paid for the shares 
• Costly loans are avoided 
• Quick payment for the relatives of the 

deceased Director 
• Company does not fall into outside hands 

A trust can be set up to ensure that any payment
made is not subject to inheritance tax or probate.
For more information, please contact your advisor.

“Many don’t
stop to think
what would
happen if they
lost their most
important asset
– their people.”



NEW ARRIVALS

We are pleased to welcome the following two members of staff;

RACHEL WAGSTAFF

Rachel joined the Compliance Team in September as Assistant Compliance Manager.  She has over 8 years’

experience within the Financial Services Industry, including over 3 and a half years within a Compliance role,

most recently at PKF Financial Planning Ltd in Birmingham.   

DOMINIC GRAY

Dominic has worked in Financial Services for almost 10 years, within a variety of roles, including as a

Financial Sales Consultant and Investment Advisor for Canada Life UK Ltd.  He joined the busy SIPP Team

in May this year, as an Account Executive, after deciding to focus on a career in Self Invested Pensions.   

MARRIAGE

Many congratulations to Sarah and David on their wedding in September.  Sarah returned to work after a

relaxing honeymoon in the Maldives.  We just have to get used to calling her Sarah Makosch, rather than

Sarah Middleditch!  

CHARITIES AND SPONSORSHIP

MACMILLAN COFFEE MORNING

This was the fifth year that Boolers have hosted a coffee morning for staff and local businesses to raise

funds for those living with cancer.  As always, the home baked cakes proved extremely popular, and we were

delighted with the total raised; £237.20.

JEANS FOR GENES

The charity is now in its 15th year of raising money for children with genetic disorders and Boolers have taken

part for the last 3 years.  This year staff raised £58.00 for this cause.

BREAST CANCER CAMPAIGN

October was Breast Cancer Awareness month and Boolers joined in Breakthrough Breast Cancer’s ‘Wear it

Pink Day’ on 29th October.  Staff raised £72.00 by holding a pink dress down day, selling pink cakes and

holding a pink-themed quiz (with the prize being a bottle of pink champagne!)  

SPONSORSHIP AND DONATIONS

Boolers have also supported the following local and national charities and causes; Help for Heroes, Outward

Bound Trust, Derbyshire Crimebeat, Treats, Air Ambulance, NSPCC. 

OFFICE NEWS

Sarah Bailey APFS
Compliance
Manager
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ADDING GENUINE VALUE TO BOTH PROTECT AND

ENHANCE OUR CLIENTS’ WEALTH.


