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Investments 
When at the point of maximum pain the last thing 
you should do is sell panic or make any rash 
decisions. 
 
One of the simplest ways to avoid making a loss is to 
do nothing at all, but if you are in doubt please take 
advice. Investment in equity is a long term plan, and 
market falls are the price for long term out 
performance. 
 
2016 will see a continuation of last year’s trends 
with subdued economic growth, low inflation and 
loose monetary policy - all symptomatic of legacy 
high debt burdens and ageing demographics.  
 
The Federal Reserve should continue its policy of 
normalising interest rates as part of a broader 
commitment to financial stability but there is still a 
long way to go before end of cycle tight monetary 
conditions are reached.  
 
The benefits of lower oil prices feeding through to 
lower costs of energy and transportation costs, 
improving employment, falling debt levels and low 
servicing costs combined with reduced austerity and 
robust consumer confidence should enable the US to 
maintain above average GDP growth. Consumers will 
also be a key support for economic activity in the UK 
although the rate is slowing as fiscal drag increases. 
 
Uncertainty over ‘Brexit’ increases the potential for 
downside surprise and sterling weakening. 
Quantitative easing will support growth in the 
Eurozone and Japan but – with interest rates at or 
below zero and low bond yields - this policy may be 
reaching its effective limit. 
 
 Emerging economies will continue to struggle with 
structural challenges and higher US interest rates 
could trigger more disruption in countries with 
unsustainable debt burdens.  
 
 
 

 
 
The most important call for investors in 2016 is likely 
to be in commodities and associated assets where 
we remain cautious - despite the price falls – until 
there are signs of capacity reduction or a material 
uptick in demand. 
 
Bond yields should continue rising modestly 
particularly shorter-dated issues as accommodative 
monetary policies fade and yield curves flatten.  
 
Apart from commodities, we expect low single digit 
earnings growth and further merger and acquisition 
activity. Equity valuations are reasonable and there 
is scope for further expansion as investors continue 
to be attracted by yields in excess of those available 
from bonds.  
 

Flat Rate Pension Tax Relief 
It is possible that the Government will press ahead 
with plans to radically overhaul the pension tax relief 
system by implementing a flat-rate of between 25% 
and 33%. 
 
The Chancellor plans to change the current system 
which gives people tax relief on contributions 
according to their marginal rate of income tax, which 
means those paying higher rates of tax receive more 
relief, and instead provide tax relief to everyone at 
the same flat rate, according to the Financial Times. 
 
An announcement of changes to pensions tax relief 
is expected to be made in this year's Budget in 
March, though, according to the paper, changes 
would not come into force for another 12 months to 
give the industry time to adapt.  

 
Tax Free Cash 
There is some speculation as to whether this may be 
changed in the forthcoming March Budget. It is 
impossible to call either way, but if you are closer to 
drawing your pension, you may wish to consider you 
options now. 
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Annual Allowance 
From April 2016, the annual allowance (AA) is to be 
tapered for high earners and some high income 
individuals will face a cut in the amount of tax-
efficient pension saving they can make from 6 April 
2016. 
 
The standard £40,000 AA will be reduced by £1 for 
every £2 of 'adjusted income' where the individual 
has an income over £150,000 in a tax year, until their 
AA drops to £10,000. So those with income of 
£210,000 pa would see their AA cut by £30,000 pa. 
 
Not every individual fails the 'adjusted income' test 
will see their AA cut. 
 
There is a second test which can help some people 
who are caught simply because their pension 
exceeds £40,000 in the tax year. So, even if their 
adjusted income exceeds £150,000 their AA will not 
be cut if their ‘threshold income' is £110,000 or less 
for the tax year. 
 

Fixed Protection 2016 

Fixed Protection is designed to help those who have 
a pension fund that may be affected by the 
reduction in the lifetime allowance (LTA), from 
£1.25m to £1m from 6 April 2016.  
 
Fixed Protection can help those who have pension 
rights that already exceed, or are likely to exceed, 
the reduced standard LTA. Those who register for it 
will have a personal LTA of £1.25m - until such time, 
if ever, that they lose it or the standard LTA 
increases above £1.25m. 
 
The trade-off is that they cannot have 'benefit 
accrual' after 5 April 2016. 
 

Dividend Tax 

HM REVENUE & CUSTOMS has published a factsheet 
illustrating the overhaul of the way dividends are to 
be taxed from 2016. 
 
 
 

The move, announced in July's Summer Budget, 
wipes out the tax advantage of taking payment as a 
dividend. The tax credit applied to dividends is to be 
replaced with a £5,000 allowance, available to 
anyone with a dividend income, irrespective of their 
other earnings. 
 
Alongside the move, tax rates on dividend income 
will be increased to 7.5% for basic rate taxpayers, 
32.5% for higher rate taxpayers and 38.1% for 
additional rate taxpayers. 
 

The Main Residence Nil Rate Band 
Legislation introduced in Summer Finance Bill 2015 
should provide for an additional main residence nil-
rate band (MRNRB).  
 
This will be available if the deceased's interest in a 
residential property, which has been his or her 
residence, and is included in the estate, is left to one 
or more direct descendants on death. 
 
The value of the main residence nil-rate band for an 
estate will be the lower of the net value of the 
interest in the residential property (after deducting 
any liabilities such a mortgage) or the maximum 
amount of the band. 
 

We can HELP you! 
If you wish to review your current investments 
please seek advice. 
 
This year has seen some significant change to UK 
pensions. A UK pension scheme is now a very 
attractive long term savings plan that could redefine 
how you manage and take your income at 
retirement.  If you are thinking about retirement in 
the near future, it is wise to seek advice.  
 
Cansdales Ltd can guide you through complex areas 
by providing independent advice and solutions to 
many problems. We can also review your existing 
arrangements. 


