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Spring Forward
WWee ssttaatteedd tthhee oobbjjeeccttiivveess ooff tthhiiss nneewwsslleetttteerr iinn oouurr ffiirrsstt ppuubblliiccaattiioonn.. IItt iiss ttoo ttrryy aanndd
kkeeeepp cclliieennttss iinnffoorrmmeedd aanndd iinn ttoouucchh wwiitthh oouurr bbuussiinneessss.. 

You will imagine we have been working very hard, not only supporting existing clients but also working with new
clients over the last 6 months.

The business is divided between investment advice and pension advice and for many, our services are a
combination of both either to private wealth or pension fund management. 

Our objective is to give a consistent message and we cling firmly to our beliefs that the ongoing management of
financial products delivers the best result for the client.

Is it too early to suggest that markets have bottomed and business sentiment has started to stabilise?  Classic
sound bites such as “you cannot save your way out of a recession” are just starting to ring true.

For many sectors substantial damage has been done and this will take many years to recover.  The construction
industry as a whole is staggering from one break even job to another.  Financial services, principally bankers, are
showing to us that they are willing to lend but the terms and quantum of any loans are quite severe by reference to
what was available only 12 months ago.

My message is, as it has been for the last few months, that this year will be a success if we mark time and that we
should not expect any strong recovery in values on investments until the turn of the year.  To sell out now seems an
illogical move.  Alternative investments provide either a hidden risk in return for a high yield or exceptionally low
rates of return from deposit accounts.  To maintain a portfolio and to re-structure it with the best advice available
gives the opportunity to take part in the recovery as and when it occurs.

This last sentiment is drawn from experience over many years.  The pain of the last 12 months or so will only ease
for those who have the courage of the conviction of investing in the first place.

We will write later in the year and I would hope to deliver a strong message of better times ahead at that point.  In
the meantime, I think it is fair to say that the patient has just been taken off life support.

DDaavviidd BBaallll
Senior Partner

DDaavviidd BBaallll
Senior Partner

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.  



Out of the woods?
Bank nationalisations. Rights issues. Profits warnings.
Dividends cuts.  Retailers in administration. Turmoil in
the financial sector. Forced selling of shares. House
price falls.  Rising unemployment. Sharply declining
global GDP and international trade. Oh, and let us not
forget the recent Budget, “Building Britain’s Future”
(aka rectifying errors of the past).

These are just some of the issues that financial markets
have contended with over the last 6 months or so and
continue to be affected by. All of them have played a
part in the pricing of all types of asset and will remain
uppermost in investors’ minds for some time to come.

However, whilst it appears true that we were pretty
close to the edge of the breakdown of the financial
system last October, let us not fall into the media trap
of assuming that the whole world is coming to an end.
Certainly we are now in a new economic phase and it
will take some time for our economy, as well as
others, to return to a sound footing and for asset
prices to approach their previous higher levels.  

Whatever one’s politics and opinions on whether
action was taken later than it should have been,
and/or whether Mr Darling’s growth projections for
2010 are way too optimistic, Quantitative Easing i.e.
the printing of money, is undoubtedly starting to have
a positive effect on economies. The Bank of England
is on course to achieve its target of buying £75bn of
assets by early June, mostly through the purchase of
gilts, and this is having a very positive impact on
liquidity and the credit markets.   

As far as equities are concerned, perhaps the most
supportive reason for believing that the equity investor
is not dead was an article in one of the major broad
sheets in early March suggesting just such a picture.
The UK equity market has since rebounded from its
low on 3 March and increased by almost 20% (Source:
Financial Express - FTSE 100 – income excluded).

Although it is still very early days and markets are
likely to remain volatile, we hope (believe?) that 2009
will be a better one for equity investors generally.

There are several “green shoots” that suggest this. At
the opposite end of the spectrum to the conditions
mentioned in the first paragraph, the banks now seem
in a reasonable position to come out of the crisis and
many people who are still in work are better off
because of very low interest rates.  Sterling weakness
means that our goods have become cheaper to
overseas importers and UK companies, and their
assets, become more attractive to overseas investors.  

Investors may just be starting to see a painful global
recession, rather than a long and drawn out
depression, and are almost drawing some comfort
from a clarity of the economic situation and an
understanding of the action being taken to try to sort it
out.  We are seeing some recovery in stocks,
particularly outside of the larger and more liquid end of
the market, and as advisors we have ourselves seen
investors return to the market when they had
previously refused to.  

We are clearly not yet out of the woods.  However, a
consolidation of both the market and economic
positions may have occurred and perhaps some
progress in all areas can at last start to be made.
Sentiment always plays a very significant part in
financial markets; let us hope it has started to change
for the better.  Once things have started to settle down
and investors have more certainty over the level of
dividends from the market generally, they will be
attracted back into equities as income will continue to
be a requirement for many - something that is no
longer available by holding large amounts on deposit.

AAnnddrreeww WWhhiittee
Partner

AAnnddrreeww WWhhiittee
Partner



Portfolio 
Design & Investing for Income

Cash
- Capital is protected
- No protection against inflation
- No potential for capital growth if the interest is spent
- Potential loss of capital for investments of over 

£50,000 with one banking institution
- Potential depletion of capital if it is being used to 

supplement income
-- TTyyppiiccaall IInnccoommee 00..22%% ggrroossss ppeerr aannnnuumm

Source Halifax Websaver Account 30.4.09

Gilts
- Considered to be low risk but capital can reduce
- With gilt funds income can go down as well as up
- Income may not keep up with inflation
-- TTyyppiiccaall IInnccoommee YYiieelldd wwoouulldd bbee 33..88%% ggrroossss ppeerr aannnnuumm

Source Financial Express 30.4.09 excluding initial charges

Corporate Bonds
- Can provide a high income and capital growth
- These must be viewed as part of a long term 

investment strategy
- The quality of Corporate Bonds varies significantly 

from AAA grade bonds through to Sub Investment 
Grade Bonds or Junk Bonds

- Default risk can mean anything from an issuer 
missing one interest payment to an issuer going into
liquidation and the corporate bond having no value.

- Inflation risk in that the income levels may not 
increase with inflation

-- TTyyppiiccaall IInnccoommee YYiieellddss ccaann vvaarr yy ffrroomm 55..22%% ggrroossss 
ppeerr aannnnuumm uupp ttoo 99%% ggrroossss ppeerr aannnnuumm
Source Financial Express 30.4.09 excluding initial charges

Equities
- Historically this is the only asset class that has 

provided returns and income that have not only kept 
up with inflation but exceeded it

- Very much a long term investment
- Values can fluctuate significantly both positively 

and negatively
-- IInnccoommee TTyyppiiccaall AAnnnnuuaall YYiieellddss oonn UUKK EEqquuiittyy 

IInnccoommee ffuunnddss 66..88%% 
Source Financial Express 30.4.09 excluding initial charges

PORTFOLIO DESIGN
When constructing a portfolio to generate income a
major consideration is making the investments in the
most tax efficient manner. There are various ‘wrappers’
available to enhance the income available. The most
commonly used is the annual Individual Savings
Account (ISA) allowance, which has been further
improved in the recent Budget. From 6th April next year
the annual allowance is increasing to £10,200, with
those aged 50 and over being able to benefit from
October this year. Fixed interest funds, such as gilts
and corporate bonds, offer completely tax free income
within the ISA wrapper. Equity based funds have no
further income tax liability other than the 10% tax credit
deducted at source, which is non-reclaimable.

The income yield figures we have highlighted in the
following table illustrate the competitive income yields
currently available from well established funds in the
various sectors discussed earlier. Our role as
investment managers is to research the whole
investment fund market-place and select funds and
fund managers with the ability to generate competitive
returns within their respective peer groups. We base
our research around various factors, part of which is
historic performance analysis and part understanding
the management and risk of the funds. The outcome is
a blend of management styles and fund management
groups with the aim of delivering  above average returns
in line with your objectives and overall risk tolerance.

CCaatthhyy SSaannssoomm
Chartered 
Financial Planner 

GGaavviinn OO’’NNeeiillll
Investment Advisor
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With record low interest rates and volatile investment markets many of our clients are seeking guidance on how to
maximise their income but also manage their risk.

Investment Choices
There are many different opportunities for investment, but fundamentally there are 4 main, liquid asset classes:-

• Cash      • Gilts      • Corporate Bonds      • Equities

Looking at each one in turn to identify the typical levels of income available today and the associated risks is the
best way of matching the client’s risk profile to the portfolio changes.

Other asset classes exist such as property and commodities, although access to capital and/or capital may be
restricted. We are happy to discuss these specialist areas if required. 



Summary

There is no doubt that generating income is difficult.
However gilts, corporate bonds and equities are all
generating reasonable levels of income and will play
an important role for anyone seeking an income
stream. Income levels vary from 0.2% right up to 9%
gross, but of course the risk also increases in line
with the higher income levels as can be seen from
the chart.

Holding a balance of assets always has and continues
to reduce your risk and sourcing the top performing
funds undoubtedly will provide you with a superior
investment portfolio.

CCaatthhyy SSaannssoomm AAFFPPSS
Chartered Financial Planner  

GGaavviinn OO’’NNeeiillll
Dip PFS  
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Annual Income Comparison

Jupiter Corporate 
Bond Fund

Artemis Income 
Fund

Past performance is not an indication of future returns. The value of investments can go down as well as up, as can the
income derived from them.

RRiisskk



BUDGET 2009 
Restrictions to Higher 
Rate Tax Relief of Pensions

A strong feature of the 2009 budget has proven to be
the restrictions for tax relief on pension contributions
for high earners.  These are changes are allied to the
increase to 50% Income Tax that will apply to earnings
over £150,000 with effect from 2010.

The changes date from 22 April and are immediate.
There are fundamental alterations to how tax relief is
calculated and more importantly how income is
assessed when looking at the new £150,000 limit.
For the future, all income deemed to be relevant
counts towards the £150,000 threshold.  This will
include rents, interest, dividends and distributions
from settlements.  

Importantly personal contributions in excess of
£20,000 made by an individual are also added to the
income calculation in assessing the tax relief available
on any pension input.  

Employer contributions appear to be exempt but time
will tell as comments from the Revenue are digested.  

The calculation basis also incorporates the two
preceding tax years, therefore any reduction in income
will have an overriding assessment against the
immediate past.

Action/Warning
Before making a pension contribution, I would urge that
you consult with ourselves for clearance of the tax
position. Any calculation will undoubtedly also involve
support from your tax advisor and will need to
investigate the 2007/2008/2009 income years as
part of the process.

We are deeply concerned that for the future this
legislation could create a personal tax charge as a
result of substantial pension contributions.

“Anti-forestalling” Measures
The Government’s intention to restrict tax relief for
those earning in excess of £150,000 will take effect
from 6 April 2011.

However to prevent individuals making excessive
contributions prior to this date a “Special Annual
Allowance Charge” of 20% will be applied, effectively
reducing the higher rate of tax relief back to basic rate
tax relief on pre April 2011 contributions.

There are exemptions, the prime one being an
allowance of £20,000 per annum as a mix of both
employer and employee contributions and any regular
contribution pattern established before 22 April can be
protected, regular means more frequently than quarterly
as input payment.  

A-Day
The A-Day provisions introduced in 2006 are still
active.  However they now interact with the new
regulations announced in the 2009 Budget.  Larger
contributions than £20,000 per annum will be possible
for certain individuals but the overriding message is
that great care is needed in planning these
contributions for the future.  Therefore the need to talk
is greater than ever. For those seeking extra
information, please contact your advisor.

DDaavviidd BBaallll
Senior Partner

This is based on our current understanding and interpretation of legislation and tax law which is subject to change.

DDaavviidd BBaallll
Senior Partner
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• From 6 April 2011, individuals earning £150,000 or more will have their tax 
relief restricted.

• Relief will be tapered so that for those earning £180,000 or more, tax relief
will be restricted to 20%.

• ‘Anti-forestalling’ measures also restrict higher rate tax relief for certain
individuals from 22 April 2009.

• The majority of individuals are not affected by these measures.  These 
include those earning less than £150,000 or with pre-existing salary 
sacrifice arrangements or with total pension contributions remaining at
less than £20,000 per annum.



BOOLERS SNIPPETS

Relaxation of SIPP
lending rules by HMRC

One of the unintended consequences of A-Day was
to “trap” many SIPP and SSAS members within their
existing arrangements due to commercial property
rules.  Before A-Day it was possible to borrow up to
75% of the purchase price of the commercial
property, but post A-Day this was severely restricted
to a limit of 50% of the fund.  On moving the member
was threatened with “severe tax consequences”.
Many individuals found they were unable to
restructure their loans to get better terms and so
were effectively stuck in non-competitive
arrangements.  However, there could be some good
news on the horizon, as the HMRC has relaxed their
terms so  that a replacement or renegotiation of
existing borrowing will not result in a penalty unless
the total amount borrowed increases. 

Professional
qualifications

Boolers have always supported our employees in
achieving professional qualifications and are pleased
to congratulate Maria Bagshaw and Cathy Sansom for
their recent achievements.  

• Maria, SIPP Team Leader, has become a Member of
The Personal Finance Society by Diploma. 

• Cathy has completed her studies to the highest 
professional level, and is now a Chartered 
Financial Planner 

Welcome to…

Amy Wood, who has joined our busy and expanding
SIPP team from Mattioli Woods, having spent 5 years
working within the pensions industry. 

Charitable works

The Partners and Staff participated in the Macmillan
World’s Biggest Coffee Morning for the fourth year
running, raising our biggest total to date - £236 - by
making coffee and baking and selling cakes to 
local businesses.

We have also organised events for the local children’s
hospice; Rainbows and Jeans for Genes.  

Also Cathy Sansom took part in the Shakespeare
Marathon on the 26th April. She completed the full
26.2 miles in 4 hours and 27 minutes and raised
£2230. These funds are being donated to the NSPCC
and The Rotary Club of Leicester. Cathy would like to
thank all her colleagues and clients who were so
generous in their sponsorship.

A Close Shave!

David Ball continued his support for good causes
having recently endured a “cut throat” shave alongside
Robbie Savage of Derby County in aid of Teen Pride
Appeal, Derby County’s chosen charity for 2009. 

NNiiggeell CClloouugghh,, RRoobbbbiiee SSaavvaaggee aanndd 
KKrriiss CCoommmmoonnss kkiicckk ooffff tthhee pprroocceeeeddiinnggss

SSmmooootthh ffiinniisshhiinngg ffrroomm DDeerrbbyy CCoouunnttyy SSttaarr,,
RRoobbbbiiee SSaavvaaggee aanndd DDaavviidd BBaallll

AA mmaarraatthhoonn aacchhiieevveemmeenntt:: 
AAnn EEllaatteedd CCaatthhyy aatt tthhee ffiinniisshh lliinnee!!



9 Grove Court, Grove Park, enderby, leicester  LE19 1SA
T: 0845 3473731 F: 0845 3473732  W: www.boolers.co.uk  

Boolers is a trading name of David Booler & Co which is authorised and regulated by the Financial Services Authority.  

Member of the Association of Member Directed Pension Schemes.  Member of the Association of Independent Financial Advisers.

We are committed to providing a
consistent service.  This commitment is

shared by all departments of the business.
The clear objective is to deliver the

highest quality advice and support to
both new and existing clients.

Our commitment is to maintain and
improve wherever possible our service

standards clinging firmly to the
principles of Treating Customers Fairly.


