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Increasing your State Pension is 

a great investment 
 

The system of UK State Pensions and 

retirement ages have changed over the last 

few years. One of the key areas that we have 

recently been examining is the opportunity 

that some people have to increase their 

entitlement before they get to State Pension 

Age. A contribution of a few hundred 

pounds would be worth a few thousand 

when it returned to you. 

 

The new single state pension is £164.35 per 

week. A “triple lock” means that this is 

increased each year by the greater of: 
Inflation (CPI), Average Earnings or 2.5%. If 

you were not already at or above this level 

on the old pension system, you can continue 

to increase the pension by earning more 

than £113 a week or by making voluntary 

Class 3 National Insurance contributions. 

 

This means If you do not plan to return to 

work or you have gaps in the past it may be 

worth making up the contributions.  

 

Let’s look at this tax year as an example. 

Voluntary weekly contributions are £14.65. 

A full year of contributions of £761.80 earns 

an additional £4.69 of State Pension. This 

means it takes 3 years and 2 months to get 

back what you paid in. Remember that 

contributions are indexed, so they keep pace 

with inflation. A woman of 66 now has an 

average life expectancy of 89 years (87 for a 

man of the same age). This mean the typical 

return in retirement would be £5,609, well 

over seven times what was put in. 

 

One of the best features is that the money 

does not need to be contributed until six 

years after the tax year has ended so it is 

better to earn from your own money before 

paying it.  

 

This means that those looking to contribute 

for the 2012/13 tax year should look at 

doing this before the end of the tax year. 

The NI cost for this year is £13.25/pw or 

£689 for the whole year. 

 

The above information is simplified, and it 

helps to examine everything on an individual 

basis 

 
If you want to find out more about your 

current state pension forecast and topping 

up any shortfall, please contact us. 

 

Banks should treat fraud victims 

(more) fairly. 
 

It seems that ‘scams’ of all sorts are 

constantly in the news and that they growing 

in complexity and sophistication all the time.  

With one of the more sophisticated scams, 

‘authorised push payments’, victims have 

been blamed for their own loss by the banks.  

This isn’t a minor issue, victims lost a total of 

around £236 million to these push payment 

scams in 2017 alone. It is estimated that 

around £1 billion has been lost in this way 

since 2014. In many cases, banks have 

refused compensation to victims due to the 

victim’s ‘negligence’ in having authorised the 

payments. Individual victims have lost an 

average of £3,000 each to these scams. 

 

The Financial Ombudsman Service (FOS), 

which is the main arbiter of complaints about 

products and services in the UK’s financial 

services market, has instructed banks to 

provide customers with better protection in 

the form of the introduction of around the 

clock fraud detection lines and enhanced 

response times. 

 

Authorised Push Payment fraud is, in simple 

terms, a fraudster persuading a victim to 

transfer funds out of their own account and 

into one the fraudster has access to. 

 

Examples cited include victims who 

responded to ‘phone calls or e mails 

reporting to come from their banks by giving 

an authorisation code to ‘check security’, 

fraudulent payment requests from someone 

representing themselves as the victim’s 

conveyancer and asking for payment or a 

deposit etc. etc. 

 

Proposed new rules start to come into effect 
this month. 

 

Relevant bodies have produced a website – 

www.takefive-stopfraud.org.uk which 

explains how to protect yourself against this 

type of fraud and includes a useful video and 

self-test. 
 

Inheritance Tax hits new 

Heights 
 

In the 2017/18 tax year, some £5.2 billion 

was paid in inheritance tax (IHT). That’s 

£400 million more than in 2016/17 and the 

highest IHT ‘take’ on record. 
 

 

On one level, this isn’t a surprise, the ‘nil rate 

band’ – the amount of an estate which is not 

subject to IHT – has been frozen at its 

current level of £325,000 since the 

2009/2010 tax year while stock market 

investments and residential property have 

seen significant increases in the same period. 

 

But the introduction of the ‘main residence 

nil-rate band’ in April 2017 was expected to 

reduce IHT overall.  This ‘new’ relief served 

as an additional nil rate band of up to 

£100,000 (£40,000 reduction in IHT) where 

an estate exceeded the £325,000 nil rate 

band and the deceased’s main residence 
passed to a direct descendent (child, step 

child, adopted child and their lineal 

descendants).  The allowance was capped at 

£100,000 or the net value of the residence, 

whichever is the lower.  I’ve used the past 

tense as the main residence nil-rate band, it’s 

currently set at £125,000 and will increase in 

stages to £175,000 for the 2020/21 tax year 

after which it will be linked to CPI.  The 

allowance does taper downwards for estates 

of £2 million or more. 

 

Like the main nil-rate band, this residential 

band can be transferred to a surviving spouse 

if not used by the first to die. 

 

Given that the freeze on the main nil-rate 

band is now set to continue until the end of 

the end of the 2020/21 tax year, the value of 

the main residence nil-rate band is 

considerable, but it is a complex beast. 

 

Continued freezing of the main nil-rate band 

suggests that, despite increases in the 

residential nil-rate band, IHT liabilities will 

continue to rise.   

 

Philip Hammond has requested the Office of 

Tax Simplification to look into IHT to see if 

there are ways in which the process of 

assessing a potential liability, especially where 

gifts are made during lifetime, can be made 

more straightforward for tax payers.  So, we 

can expect some simplification even if that 

just makes it easier to calculate increased 

liabilities. 

No responsibility can be accepted for the accuracy of the information in this newsletter and no action should be taken in reliance on it without 
advice. Please remember that past performance is not necessarily a guide to future returns. The value of units and the income from them may 

fall as well as rise. Investors may not get back the amount originally invested. 

 

http://www.takefive-stopfraud.org.uk/
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Equities:

• July saw widespread gains across most equity markets; the Dow rose 5%, the S&P 500 
was up 3.7%, whilst European Indices also saw a strong performance, with the Dax Index 
up nearly 5% and the CAC 40 (France) up a massive 7.8%. Corporate earnings (and just as 
importantly, future guidance) were strong, and the US GDP number, at 4.1% annualised, 
encouraged optimism for the future. Most peripheral European markets (Italy, Spain etc.) 
were also up 2-3%, but other regions did not quite match these returns. Emerging Markets 
rose only 2%, (as many of the constituent currencies recovered from severe weakness in the 
previous two months), whilst the strength of the Yen held Japan back, with the TOPIX Index 
rising “only” around 1.3%. Ex-Japan, Asian markets also underperformed, gaining 1.5% in 
July. The FTSE All Share Index also lagged a little, returning only 1.3% on the month, (with 
politics once again intruding),  but the real fireworks were in China, where the (government 
orchestrated?) deprecation of the Yuan, which hit 13-month lows in July, spooked foreign 
investors in particular, with the CHINEXT Index (their version of NASDAQ), losing nearly 3% 
and in the process dragging down other regional Chinese bourses (Shenzhen for example, 
lost 2% on the month).

• Beneath the surface, however, things are stirring (again); both US Small Caps and the 
NASDAQ have risen for 4 months in a row, but high-flying Tech stocks saw big declines, 
(Netflix shares had their worst monthly returns since January 2016, Facebook since August 
2012 and Twitter ever), as investors seemed to fret over future growth prospects. At the very 
end of the month, however, they appeared re-assured by strong results from both Apple and 
Tesla. Nevertheless, using the US Russell Indices, Value outperformed Growth for the first 
time since March of this year, up 3.7% and 2.6% respectively (in USD terms). 

• Commodities fell almost across the board, but not for the usual, explicable reasons. The 
US Dollar Index was almost exactly unchanged on the month, whilst the on-going tariff 
spat between the US and China, Europe, Iran (and nearly everyone else!) should have led 
to rises on supply disruption concerns. But Gold declined by nearly 2%, Silver by 3.1%, Oil 
dropped 4.3% and Copper (traditionally seen as a bellwether for Global Growth) fell 4.4% 
in July. Oil had been strong in June, but most others had seen price falls in the previous 
month. Speculative (i.e. Hedge fund) positioning may be a factor in the metals, as these 
investors now have all time high net short positions in Gold and almost as aggressively 
negative weightings in Silver. But amid all the trade war manoeuvrings, one would imagine 
that shortages are more likely than surpluses, making these price moves somewhat hard to 
reconcile.

• Despite the deluge of negative headlines over trade, Emerging Markets and the Dollar, the 
S&P 500 didn’t move more than 0.8% on any day in August, which made it the “quietest” 
month since 1967. It rose 3.3% on the month, in stark contrast to nearly every other regional 
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market, as strong growth, low inflation and falls in unemployment pushed the Index still 
higher, back towards all-time highs. Europe too, saw stronger growth with Eurozone GDP 
up 2.2% for Q2, alongside still low inflation figures but it didn’t help, as the election of a 
less pro-EU Italian government and worries over the large European bank exposures to the 
Turkish economy, whose crisis escalated  once again, led to 3.2% falls in the German Dax 
Index, -4.65% in France and an out-sized 8.43% fall in the Italian MIB Index. The FTSE All 
Share Index also fell (2.76%) as investors became increasingly worried about the course 
of Brexit negotiations; the pound fell, despite the BOE decision to raise rates by 0.25% to 
0.75%. Further afield, Japan fell by 1%, (trade), Asia ex-Japan fell by 0.6%, whilst Emerging 
Markets dropped 0.5%, as the strength of the US Dollar hit sentiment; Turkey was the 
highest profile victim of this, but Latin America was also weak, with perennial debt defaulters 
Brazil and Argentina falling 10.5% and 23% respectively. In contrast, Thailand and Korea, 
both of whom boast strong current account surpluses and FX reserves closed the month 
positively, suggesting that the market is differentiating between “good” and “bad” economic 
management. Chinese shares also fared badly, as trade conflicts appeared to intensify; the 
authorities attempted to push the Yuan lower (to offset the perceived effect of tariffs on their 
export competitiveness), but it only succeeded in raising fears of capital flight - the Shanghai 
Composite fell 4.42% on the month, while the CHINEXT (Nasdaq) market lost nearly 8%.  
Growth outperformed Value with the former +3.1% and the latter down 0.4%. 

• Commodities saw negative returns across both Agricultural and Energy  components. 
Copper, zinc, coffee and soybeans all were negatively affected by US Dollar strength, with 
precious metals particularly weak, with Gold down 1.8% and Silver a massive 7.2% on the 
month. As a result the ratio of Gold to Silver is getting close to the 84.5 level (one ounce of 
Gold is now 84.5x the price of one ounce of Silver- in July 2016, it was 65x). Oil rose slightly 
in September, on supply concerns, arising from the US decision to impose trade sanctions on 
Iran. 

• September saw initial weakness in US equities reversed by month end; the S&P 500 
managed a 0.2% gain, its 6th consecutive monthly rise, but NASDAQ and US Small Caps 
fell, the latter seeing its first down-month since February. There was dispersion too in 
Europe, with the FTSE All Share +0.7%, the French CAC 40 up 1.2%, whilst the German 
Dax was down 1% and the Italian market reversed a 7% gain to finish up only 1.9% as 
budget headlines spooked investors. Japan rose strongly as the Yen fell and EM markets also 
rebounded from previous losses as the Dollar stalled. In Emerging Markets, dispersion was 
also the name of the game, with the MSCI EM Index losing 0.85% on the month, but Turkish 
stocks surging 20% on the month, with Brazil (+6.64%) and Argentina (+4%) also benefitting 
from an abatement of the Dollars’ gains. The EM losers were in Asia, with the EM Asia Index 
-2% and Asia Pacific ex-Japan falling 1%, possibly as their “safe haven” status was reduced 
by gains in EM elsewhere. Last month’s beneficiaries of the currency turmoil, Korea and 
Thailand were mixed- the former was flat on the month, whilst the latter continued to gain 
(+2.8%). 

• US Tech outperformed Financials for the 5th consecutive Quarter, despite the rise in US 
rates as banks got hit (contrary to conventional opinion) on concerns about the effect of 
rising rates on their loan books - higher interest rates do help loan margins going forward, 
but investors may now be worried about the prospect of increased bad debt in the here and 
now. 

• As mentioned above, the Dollar’s declines helped commodities to the top of the leader 
board, with Oil (Brent crude) up 7% and WTI +6% as traders continued to buy on supply 
concerns arising from the planned US sanctions programme on Iran, but having risen for 5 
Quarters in a row, the longest string of gains for a decade, market participants appear to be 
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buying on momentum rather than fundamentals, as this is no longer “new” news. Gold fell 
again, to below $1200/ounce, whilst a late month burst of buying allowed Silver to close up 
on the month, leading to a large fall in the ratio of Gold to Silver down to 81.166 (i.e. one 
ounce of Gold buys 81.166 ounces of Silver). Copper too was strong (+5%) on hopes for 
more Chinese government stimulus measures, but Lumber futures fell again, to leave it down 
nearly 40% on the Quarter-is this an indicator of US housing market stress?

Bonds:

• As a result of the BOJ (Bank of Japan) announcement that it was going (to try) to relax its 
yield curve policy (to allow higher bond yields), global markets fell sharply late in the month. 
US bond yields rose around 11 basis points (0.11%) at the shorter end and 10 bps at the 
10-year maturity range, leaving the yield curve there flatter again, for the 5th month in a 
row and at levels last seen in August 2007. European bond markets more or less followed 
suit, with German Bund yields up 0.14%, with French OATS and UK 10 Year Gilt yields rising 
0.07%. Peripheral Eurozone markets fell slightly less than this, with Spanish Bono’s yielding 
8 basis points more and Italian BTPs seeing a 4bps rise, which might have been a surprise, 
as they are generally considered riskier than their German and French counterparts. Global 
Government bonds  were actually unchanged for the month, as Emerging Market bond saw 
strong returns, with price gains of nearly 2% on the month as they attracted buying interest 
after sharp falls in the previous two months, as EM currencies steadied a little. Corporate 
bonds did better, with High Yield doing best of all, rising 1.6% in Europe and 1.1% in the 
US, beating Investment Grade bonds, leading to a sharp reduction in corporate/government 
credit spreads. 

• In August, political and trade concerns saw investors buy bonds (alongside equities, as noted 
above); the US 10-Year Treasury yields fell 10 basis points to 2.86%, the  biggest fall in yields 
for 6 months, with the curve flattening again, to just 23 basis points, for the 6th consecutive 
month of decline. Ten-year German Bunds fell 11 bps, (to 0.33%), but Italian and Spanish 
yield rose, with the former rising from 2.72% to 3.23% as markets began to fret over the 
budgetary implications of the Genoa bridge collapse; Italian officials seemed under pressure 
to respond by increasing infrastructure expenditure, taking the country close to breaching 
EU budgetary rules. Spanish bonds appeared to fall in price in sympathy. Despite the rate 
hike, Gilt yields fell slightly, as the BOE appeared to rule out any more rises, as Brexit “no-
deal” concerns weighed on their thinking. In the Far East, Japanese bonds fell a little, as the 
BOJ “adjustments” to their yield curve control policy were relaxed a bit more; the market 
saw this as a signal for JGB yields to rise. EM Bonds saw a rise in yields, (and a price drop 
of 1.9%) as Argentinian and Turkish bonds fell sharply. Local currency (i.e. non-US Dollar 
denominated),  bonds lost 6.1% on the month; hard (US Dollar) bonds lost “only” 2%.  The 
South African, Russian and Brazilian bond markets also took a hit as EM contagion appeared 
to be spreading. EM foreign exchange volatility was at an all time high, surpassing both the 
2001 and 2008 crisis levels.

• Global Investment Grade bonds saw a 0.2% positive return in August, as US IG Bonds rose, 
offset by declines in Euro area corporates. In High Yield, US HY returned 0.7% in August, 
outperforming Investment Grade bonds, whilst European HY underperformed, once again on 
trade fears; Sterling HY was in line with IG, both rising around 0.5% in price. Corporate credit 
spreads generally widened over the month, as Government bonds outperformed in August.

• As the Quarter drew to a close, Bonds got hit hard, with the US 10 Year yield moving from 
2.86% at the start of the month to peak at 3.11% near its conclusion, finishing around 3.05%, 
down around 1% in price. Speculation revolved around the possibility, mentioned in our blog 
post of 21/9/18, that US Corporates, who had been investing in Bonds for their pension 

https://ebip.co.uk/blog/147-american-exceptionalism
https://ebip.co.uk/blog/147-american-exceptionalism


4

schemes had completed their purchases, leading to a sudden end to what seemed to be a 
perpetual strong bid for US Treasuries. In any event, German Bunds were also down (-0.9%) 
whilst Gilts fell 1.6% as global investors began, (belatedly), to accept that the Fed were 
indeed going to continue to raise interest rates, possibly as far ahead as 2020 (as per Fed 
Funds futures contract pricing). EM Bonds actually rose on the month, (+1.5%), helped by 
gains in Turkey mainly due to an easing of EM FX contagion risks. Local currency EM bonds 
outperformed USD denominated issues with the former up 2.4% on the month and the latter 
+2.25%, led by Latin America, which rose 3.2% on the month. 

• In credit, markets ended down slightly, with European High Yield once again outperforming 
Investment Grade bonds- it was a similar story in the US, with IG Bonds -0.2%, whilst High 
Yield rose 0.4%. This is the 4th consecutive month where higher risk has won out, with the 
gap between performance of the two sectors over the last 6 months widening notably. High 
Yield credit spreads therefore narrowed sharply, for reasons that are not clear- it seems a 
little late in the business cycle to be so aggressive, but investors appear to continue to be 
prepared to fund low grade credit companies, at levels above those seen in 2005-06; in 
addition, the proportion of “covenant lite” loans (I.e. those with weaker legal protection for 
lenders), has risen to 75% of ALL leverage loans. How this squares with the prospects for 
further rises in US interest rates and the consequent effects on Corporate cash-flows is still 
to be decided. But we will know soon enough.

https://www.zerohedge.com/sites/default/files/styles/inline_image_desktop/public/inline-images/2018-09-28_11-59-25.jpg
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Property:

• July saw a mixed pattern; Europe (ex-UK) was the best performing Property region, up 3.2%, 
while Asia (ex-Japan) rose by nearly 2% on the month, driven by a very strong +3.5% return 
from Hong Kong. Both Global and Developed markets saw gains of around 1.5%, held back 
by Japan and the UK (again) which lost c.0.5%. The UK Property sector has declined for 5 of 
the first 7 months of 2018. 

• In August,  there were two “outlier countries, whilst most other regions barely moved in 
price. The US saw a 3.58% return in the month, but the UK fell by 2%, (as noted above, the 
running total is now 6 negative months out of 8, driven mainly by falls in London property). 
Elsewhere, only Developed Europe saw a decent rise, driven by an enormous 6.43% monthly 
gain in Germany. Asia and Japan saw fractional losses (c.0.25% on average). The Global index 
saw a 1.61% return on the month, but the extent of the reliance on the US is highlighted by 
the fact that the Global Index ex the US return was -0.15%. 

• For September, Property prices fell sharply almost across the board; Europe was hit hard, 
(the Developed Europe Index fell 3.5%),  with Germany down nearly 5% on the month, while 
France saw falls of nearly 3%. US prices also fell considerably, (-3%) whilst Asia ex-Japan also 
dropped 3.7%. Only in Japan was there a small gain (+0.5%). The Global Composite Index fell 
2.7% in September, but ex-Europe the decline was 2.1% and ex-US it was -1.6%, highlighting 
the degree of price compression in Europe and the US.
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As of 30/09/2018Asset Class Commentary

UK & Europe
1 Month 3 Month YTD 1 Year 3 Year

FTSE All Share

FTSE Mid 250

FTSE Small Cap

S&P 500

NASDAQ Composite

MSCI Europe (ex-UK)

Dax

CAC 40

MSCI ACWI Ex USA

0.70% -0.82% 0.86% 5.87% 38.45%

-1.56% -1.78% 0.08% 4.92% 32.07%

0.24% 9.05% 14.69% 21.31% 87.52%

-1.03% 8.75% 21.86% 28.78% 109.37%

0.12% 1.96% 0.53% 4.70% 54.47%

-0.50% 3.03% 1.27% 1.35% 47.69%

1.23% 4.10% 6.79% 7.57% 64.96%

0.02% -0.09% 0.92% 5.12% 41.83%

-1.45% 0.23% -4.87% -3.51% 53.22%

Emerging Markets
1 Month 3 Month YTD 1 Year 3 Year

MSCI Asia Pacific (ex-Japan)

MSCI Emerging Markets

TOPIX

RTS

SENSEX

-0.86% 0.13% -4.23% 2.05% 64.77%

-1.59% -0.13% -2.24% 4.55% 69.14%

2.74% 4.66% 5.09% 13.22% 67.66%

9.25% 7.69% 12.15% 14.19% 104.91%

-8.58% -2.14% -2.84% 7.36% 45.69%

Other
1 Month 3 Month YTD 1 Year 3 Year

FTSE NAREIT Index

Gold

UK RPI

US 3 Month T Bills

Bitcoin

-2.67% 0.45% 2.91% 5.91% 45.40%

-1.59% -3.87% -4.60% -4.80% 23.80%

-0.18% 1.74% 5.09% 4.52% 19.11%

-5.69% 5.54% -50.85% 67.62% 3,772.01%

— — — — —

Bonds
1 Month 3 Month YTD 1 Year 3 Year

FT Actuaries All Stocks Gilts

FT Actuaries I-L Gilts

ICE BofAML Global Corporate

Ciঞ £ Corporate Index

FTSE WGBI GBP

Ciঞ 3-Month UK

-1.06% -1.22% -2.35% 1.45% 21.68%

-1.54% -1.73% -1.32% 0.62% 9.30%

-0.71% 1.67% 0.90% 1.52% 27.64%

0.06% 0.17% 0.46% 0.57% 1.57%

-1.34% -0.40% 1.09% 1.30% 22.11%

-1.01% -0.22% -2.19% -0.07% 16.84%

EBI (UK Bias)
1 Month 3 Month YTD 1 Year 3 Year

Vantage UK Bias Bond

Vantage UK Bias 20

Vantage UK Bias 40

Vantage UK Bias 60

Vantage UK Bias 80

Vantage UK Bias 100

-0.47% 1.09% 1.21% 4.88% 34.47%

-0.31% 0.35% 0.19% 1.76% 14.47%

-0.19% -0.06% -0.33% 0.10% 5.06%

-0.60% 1.72% 2.09% 7.61% 55.33%

-0.54% 1.42% 1.66% 6.28% 44.74%

-0.40% 0.74% 0.73% 3.38% 24.39%

EBI (Global)
1 Month 3 Month YTD 1 Year 3 Year

Vantage Global Bond

Vantage Global 20

Vantage Global 40

Vantage Global 60

Vantage Global 80

Vantage Global 100

-0.25% -0.10% -0.41% -0.13% 3.66%

-0.34% 0.72% 0.61% 1.91% 14.68%

-0.43% 1.55% 1.64% 3.97% 26.66%

-0.51% 2.37% 2.67% 6.05% 39.66%

-0.60% 3.19% 3.70% 8.15% 53.78%

-0.67% 4.02% 4.73% 10.27% 69.08%


