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Reviewing your 
pension contributions  

Protection

Did you know...?

   Gender pay gap 
Pensions for women are £7500 
less than mens on average and 
yet on average women live for 
three years longer than men.

   A nation unprepared  
for retirement  
Over half of the British population 
admits to either not saving for a 
pension or not saving enough for 
the retirement that they would like 
to live.

   The rise of pensioners  
In 1901, there were ten people 
working for every pensioner. By 
2050 it has been predicted that 
there will be one pensioner to every 
two workers.

The value of your investments can fall 
as well as rise, and you may get back 
less than you invest. 

HM Revenue and Customs practice 
and the law relating to taxation are 
complex and subject to individual 
circumstances and changes which 
cannot be foreseen.

As you approach retirement, you probably want to know when  
you can afford to stop working. Having worked hard throughout 
your career you deserve to enjoy your retirement without having to 
worry about your finances. It may be worth reviewing your pension 
contributions to make sure you are taking advantage  
of the incentives offered by the government and your employer. 

Make the most of tax relief…

The government tops up your pension contributions in the form of tax relief at your highest rate of 
income tax to encourage you to save. Basic rate taxpayers receive tax relief of 20%, while higher rate 
and additional rate taxpayers can claim back 20% and 25% respectively through their tax returns. 

..and understand employer contributions 

Since 2012, employers have been legally obliged to automatically enrol employees in a pension 
scheme, although you can opt out. As an incentive, employers top up employee contributions. The 
government increased the minimum contribution to 8% from April 2019 - at least 3% from 
employers with employees making up the balance. It is worth remembering that the employee’s 
contribution includes tax relief. 

Are you saving enough? 

There are no fixed rules about how much you should contribute to your pension because of course 
everyone’s circumstances are different. However, one rule of thumb is to take the age you started saving 
and divide it by two to give you the percentage of your salary which you might wish to put away each 
year. So, if you set up your pension at the age of 30, you could aim to pay in 15% of your salary. 

Stick within the limits

There are rules covering how much you can contribute, and you could face a hefty tax bill if you break them. 
The annual allowance for the 2019/20 tax year is £40,000 or your full salary (whichever is lower), although it 
is tapered for anyone earning over £150,000. You can carry forward any unused annual allowance from the 
previous three years. 

There is also the lifetime allowance – the maximum amount you can withdraw from a pension scheme. 
 It is currently £1,055,000 and likely to increase with inflation. It’s probably wise to keep a close eye on the 
value of your pension if it starts approaching this limit. 

Deciding whether or not you can afford to retire is a significant consideration, and so it makes good sense 
to regularly review how much you are saving and ensure you are taking full advantage of any incentives.  



Protection

Is joint life cover best for couples? 
If you want to help make sure your loved ones will 
have financial security if you pass away, life insurance 
cover is the answer. But, if you’re part of a couple and 
you both need cover, should you take out single 
policies, or a joint policy that covers both of you?

With a single life policy, the insurer would pay out on the death of the 
policyholder and the policy would then lapse. With joint life insurance, 
however, the cover will apply to both policyholders and would pay-out  
either on the first or second death, depending on how the policy is set up.

Before you decide whether to take out single or joint life insurance policies, 
you'll need to decide what type of cover you need, and this will depend on 
your circumstances:

•  Term Assurance: pays out a lump sum if you die within the agreed ‘term’ (ie. 
the amount of time you’ve chosen to be covered for). Term Assurance is 
typically taken out to protect a mortgage and, as such, can come with a level, 
or decreasing, sum assured - the latter reducing as you pay off your mortgage.

•  Whole of Life Insurance: pays out a lump sum when you die,  
whenever that is - as long as you’re still paying the premiums. 

•  Family Income Benefit Insurance: pays out a regular income, instead of a 
lump sum, to provide ongoing financial support for those who depend on you.

You could also add critical illness cover to your life insurance policy, which means 
you’ll get a pay-out if you’re diagnosed with a serious illness and your claim is 
accepted. The type of conditions covered can include cancer, heart attack and 
stroke and will depend on the insurance provider. 

Weighing up the benefits
Once you’ve agreed on the right type of cover, there are a number of other 
factors to consider to determine whether single, or joint life cover is best for 
you and your other half, including:

•  Cost: a joint life policy may be less expensive than two single life policies.
Level of cover - if your partner earns more than you you might want them 
to have a higher level of cover, since the financial impact of their death 
would be greater than yours. In this respect two policies may be better as 
they will have different sums assured.

•  Existing cover: either, or both of you may have existing life cover through 
your employer, or an existing plan. It's important to check what's already 
in place so that you have a true picture of your protection shortfall. You 
don’t want to pay for something that’s already covered.

•  Your relationship: It's not necessarily something you want to think about but 
some insurers include a separation benefit. This means if your relationship 
breaks down during the policy term, you could cancel it and start two 
individual policies without having to provide additional medical information.

If you're not sure whether single or joint life  
cover is best for you, or you'd like to review  
your existing cover, please get in touch.



In the early years this might translate into  
a surplus of toys or days out, but this stage 
eventually passes and thoughts turn towards  
the future transition from child to adulthood  
and beyond.

This longer-term perspective raises the question of how best  
to provide financial support through, what could be an expensive 
transition and inevitably this leads to a variety of issues:

•  Are there particular needs which should be targeted or is it  
more important to have money available as and when your  
child needs it?

• Which investments would be appropriate?
•  Is it possible to put some parental or other controls in  

place for when children can access the investment? 
• Which are the most tax-efficient investments?

Investing for the next generation

Investment

Investing for life’s key events
For today’s children, the path through the early years of adulthood  
might cost rather more than that of their parents - and grandparents:

Higher education may be seen to be more important for gaining a 
reasonable job, but it also comes at a much higher cost. Taking into 
account tuition fees, accommodation and living expenses, a 
three-year degree is likely to cost the poorest students more than 
£50,000 according to a 2017 Institute of Fiscal Studies report. Before 
1998, there were only grants and loans for tuition fees did not begin 
until 2006. Your generation may have left university with a bank 
overdraft, but the sum owing probably pales into insignificance 
compared to the five figure debts faced by today’s graduates.

Marriage is an increasingly costly staging post for those who choose 
it. According to the annual wedding survey by Bridebook.co.uk the 
average cost of a wedding in 2018 was just over £30,000! Despite the 
cost, two thirds of couples questioned in the survey admitted to 
either going over budget or having no budget at all.

Getting on the first rung of the property ladder is another growing 
cost for the next generation. According to research by Halifax, first 
time buyers are having to find record deposits, with the national 
average exceeding £33,000. It's no surprise people are having to 
leave it until later to buy their first home.

Once they have the degree, the job and the home (and the mountain 
of debt), there’s another long-term financing requirement which 
today’s children will encounter: retirement provision. 

Take expert advice
Two principles that apply to many aspects of financial  
planning are particularly relevant when thinking about children:

1.   The sooner you start the better, and the more scope  
there is for investments to grow (although there's still  
no guarantee that they will).

2.  Take expert advice before making any decisions.  
The right investment set up in the wrong way can  
be worse than the wrong investment set up in the  
right way. DIY planning is not to be recommended,  
given the potential pitfalls.

The value of your investments and any income  
from them can fall as well as rise and you may  
not get back the original amount invested.

If you want to help your child  
progress through this financial 
landscape, please get in touch. 


