
Newsletter: January 2021 

Plans for a New Year 

As we embark on a, hopefully, less peculiar New Year, some of our thoughts will turn to key 
financial decisions we may have to make over the coming months. 
 
To provide some structure to this Newsletter, we thought we would look at the three  
generations of our fictional family, the Smiths, and consider the financial planning priorities they 
may face over the coming year and beyond. 
 
We are assuming that the grandchildren are in their early 20s, thinking of gaining some  
independence and buying their own homes. 
 
The parents are in their late 50s/early 60s and are contemplating what retirement holds in store 
for them. 
 
The grandparents are in their 80s/90s and are worrying about their future health and the  
well-being of their family, especially so with the current pandemic. 



The grandchildren 
 

• A property purchase plan 
 
Most millennial homebuyers in Britain are  
supported financially by parents and family 
members. If BoMaD (the Bank of Mum and 
Dad) was an actual bank, it would be in the top 
10 mortgage lenders in the UK!  
 
So, it might be a good idea to think about how 
best to ask for a loan appointment with parents 
and grandparents? 
 
It would be sensible to formulate a plan before 
sitting down with relatives.  Show them that 
serious thought has been given to the savings 
and sacrifices that need to be made and be 
prepared to answer their questions. 
 
It would be a good idea to do your homework 
first with property websites and online  
mortgage calculators. With or without financial 
support from your family, identify what kind of 
homes are realistically within your reach.  
 
How much could you save towards a 10 or 15 
per cent deposit, and over what timeframe? 
Could you use the Lifetime ISA to boost your 
savings by 25 per cent? How affordable would 
the mortgage repayments be — and how do 
they compare with your rent? Do you need to 
work on your credit score? Would you be able 
to purchase by yourself or would a partner be 
involved? 
 
Having a property plan makes it much easier 
for your relatives to see how giving you some 
extra help could change these parameters. It 
would also be extremely helpful when you 
come to approach a financial institution, such 
as a bank or building society, to apply for a 
mortgage. 
 

• Be protected 
 
For many, buying a first home and taking out a 
large mortgage is the first point when the need 
to seriously consider the financial implications 
of dying prematurely or suffering a severe 
health issue. Clearly, having children will also 
prompt thought and action. 
 
 

In the event of premature death, what loans and 
liabilities will be outstanding? What will be the  
financial impact on loved ones, partners and 
spouses? 
 
In the event of serious ill health, what will be the 
impact on income? How will costs of living,  
including the costs of meeting loans and  
liabilities, be met? 
 
Life insurance can be surprisingly cheap for 
young adults, so it may be worth insuring for 
more than is needed currently in order to provide 
for future potential increases in loans and  
liabilities. 
 
There are many different types of health  
insurance and it is likely to be more expensive 
than life insurance, so it is important to identify 
the most important needs so that any health  
insurance solution can be tailored accordingly. 
 

• Don’t forget the long term (retirement) 
 
Whilst planning the purchase of a first home is 
certain to dominate the thoughts of a young 
member of the Smith family, they should not lose 
sight of planning for the long term and their  
retirement. 
 
All employers are now obliged to contribute a 
minimum amount towards their employees’  
pensions and many employers may contribute 
more than the minimum if the employee shows 
the same commitment to save towards their own 
retirement from their own earnings.  
 
It makes no sense not to take advantage of any 
additional contributions that the employer opts to 
pay. In addition, the impact of compound growth 
on the pension fund over such a long-term time 
horizon will be significant.  



The parents 
 

• Understand my budget 
 
Approaching retirement can be one of the 
more worrying financial planning stages of life 
because of the decision to stop working  
combined with the uncertainty of how long we 
may live. For many, the burning question will 
be “Will my savings provide for my needs for 
the rest of my lifetime?” 
 
As financial planners, we can help to answer 
this question but, first, it requires our client to 
have a clear and accurate understanding of 
their own budget. 
 
One of the difficulties we see many of our  
clients facing as they approach retirement is 
that they do not have an accurate idea of their 
expenditure. This is largely because their 
earnings have been more than sufficient to 
meet their outgoings. 
 
In order to feel more comfortable about the 
ability of your savings to meet your lifetime 
needs, we urge clients spend time, as they 
plan for their retirement, figuring out exactly 
what they do spend. 
 
As those of you who use our Personal Finance 
Portal on a regular basis will know, you can 
use the Open Banking facility to gain a really 
good understanding of your recent  
expenditure, which will help to inform your  
future spending needs. 
 
We are going to have a more detailed look at 
retirement planning in February’s newsletter 
so, for now, we will just ask the Smith family 
parents to gain as clear and accurate an idea 
as possible of their future spending needs. 
 

The grandparents 
 

• Understanding healthcare costs 
 
Understandably, this age group will have been 
emotionally rocked more than any other as a  
result of the coronavirus pandemic. 
 
 

For those in their 80s and 90s, the cost of 
healthcare during the remainder of their lifetime is 
going to be a major concern. 
 
The problems from a financial planning  
perspective are firstly, considering all of the  
possible scenarios that may occur and secondly, 
contemplating the cost of each one of these  
scenarios. For example, will one or both  
grandparents have to go into a nursing home 
and, if so, how long will they have to stay there 
and what will be the cost? 
 
So, what should the Smith grandparents do? 
 
The best way to deal with complex situations is to 
think through all of the possible alternatives and 
write them down. Then, for each given scenario, 
consider the most efficient financial solution and 
also write this down. 
 
For example, one scenario may be to move home 
into sheltered accommodation. In this event, the 
grandparents’ home could be sold and some  
equity possibly released to help pay unknown 
health costs which may arise in the future. 
 
Then, as events unfold, the grandparents will be 
better prepared for whatever fate throws at them. 
 

• Helping the family 
 
As referred to above, it is possible that the  
grandparents will be in the fortunate financial  
situation where they are fairly confident that they 
can cover any healthcare costs which may arise. 
 
This being the case, they may consider if they 
can afford to give away any of their wealth. 
 
Clearly, there are likely to be implications with  
regard to such things as Inheritance Tax but it 
would be worth the grandparents understanding 
what steps they can take in order to a) help their 
family, b) cover any possible care costs and  
c) mitigate their liability to Inheritance Tax. 
 
One thing to note for grandparents, with  
grandchildren or great-grandchildren under the 
age of 18, is that the maximum saving into a  
Junior ISA has increased to £9,000 per annum 
for the current tax year. 
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understand any of its contents we recommend you seek Independent Financial Advice. 
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Interest Rates 
(BOE base rate) 
  
  

  
  

0.75% 
  

  
  

0.1% at 
31/12/20 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
1.4% in 2019 

  
  

House prices 
up by 0.8% 
at 31/12/20 

  
  
Annual house price growth rose to a six-year 
high of 7.3% in 2020 

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7604.30 

  
  

6471.9 
at the close on 

31/12/20 

  
 
The FTSE 100 rose by 205.70 points in 
December. That is a rise of 3.28% but an  
annual drop of 14.89% 
  


