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Intergenerational wealth transfer – Part I 

Figures from the Centre of Economic and Business Research (CEBR) indicate that over the 
next decade in the UK £1 trillion is expected to pass to the next generation and over the next 
30 years, a staggering £5.5 trillion! 
 
At present, the average Inheritance Tax (IHT) liability is £179,000 and this is surely going to  
increase as a result of a) the above figures, b) the current freezing of IHT allowances, reliefs 
and exemptions and c) the fact that IHT legislation is currently under review (with the likelihood 
that the Treasury will want to increase the tax revenue from IHT). 
 
In this newsletter, we will talk to the grandparents of our fictional family, the Smiths, putting  
forward some thoughts for them to consider with regard to transferring their wealth, tax  
efficiently, to the next generations. 



Reasons for not transferring wealth 
 
What might prevent the Smith grandparents 
from seriously considering a strategy for  
transferring their wealth to their children and 
grandchildren, during their lifetime? 
 
1. Discussing personal wealth can be  

something of a taboo. It is quite likely that 
the Smith grandparents’ parents did not  
discuss their personal finances with their 
children, so why should they with their  
offspring? 

 
2. There will probably be a concern about  

whether they themselves will need the  
money in the future. No-one can predict 
what our individual care needs will be in  
later life and how much they might cost. As 
a result, there will be a tendency to keep 
control of funds for their own future needs. 

 
3. The grandparents’ views on their children’s 

and grandchildren’s financial awareness 
could be a factor. In addition to worrying 
about whether the money might be  
squandered and having little or no control 
over how funds are spent, they may also 
hold traditional views on youngsters making 
their own way in the world. 

 
Research suggests that only one in ten  
families have open conversations between 
generations about the transfer of wealth.  

Overcoming objections 
 
As a starter, it should be remembered that 
some beliefs may be so deeply entrenched 
that encouraging a meaningful conversation 
about transferring wealth could be a waste of 
time. Hopefully, this will only be the case in the 
minority of families. 
 
Assuming the Smith grandparents do not have 
entrenched views but are one of the families 
who have not had serious discussions about 
transferring wealth, how do we encourage 
them to do so. 

• First and foremost, we need to uncover  
potential benefits, which will motivate the 
grandparents to take action.  

• As their financial planners, we should be  
having review meetings with the Smiths  
grandparents every year and at each meeting 
we should be raising the subject of wealth 
transfer. 

 
• We need to consider what benefits there could 

be if the whole family used the same financial 
planner. We are bound to say this but it does 
make sense! 

Formulating a wealth transfer plan 
 
If we can motivate the Smiths to take action and 
encourage open conversation across the  
generations, how do we formulate a plan? 
 
Initially, we must ensure that all relevant parties 
(including ourselves as the financial planners 
and, possibly, the family’s other professional  
advisers) have an in depth understanding of the 
grandparents’ current situation and their future 
lifetime objectives. 
 
Most importantly, we need to gain as clear a  
picture as possible of the grandparents need for 
income and capital in the future. This is going to 
be difficult because, as mentioned earlier, it is  
impossible to accurately forecast what the future 
cost of healthcare might be.  
 
From experience, it is best to exaggerate the  
projected future costs to ensure the grandparents 
feel comfortable that they have sufficient financial 
resources to meet their future needs. 
 
Once a full understanding of the grandparents’ 
current situation and future plans is in place, it will 
be possible to identify any income and/or capital 
which we believe will be surplus to their future 
needs.  
 
We have now defined the amount of wealth  
available for potential transfer.  
 
The next step will be to consider how and why 
the wealth might be transferred. The Smith family 
can look at which members of the family might 
need financial support.  
 
The grandparents are likely to want some say in 
how the money might be spent and whether they 
are happy to make an outright gift or whether 
they would like to exercise some control in the 
future over the funds. 
 



If the latter is the case, we can look at the possibility of holding some of the wealth transfer in trusts, 
which can be managed and controlled by the grandparents. 
 
When considering how the wealth might be transferred, we would make sure that the family had an 
understanding of the key IHT exemptions and reliefs.  
 
For example, understanding that regular gifts from surplus income are immediately exempt and that, 
where gifts are from capital, the grandparents, as donors, would need to live for 7 years from the 
date of the gift for the transfer to be exempt, unless an exemption or allowance applies. 
 
Once these steps have been taken, a plan can be drawn up, implemented and then regularly  
monitored and reviewed going forward. 
 
Once a plan has been formulated, there is likely to be greater teamwork and understanding from all 
family members. Meetings can be organised on a structured basis to monitor and review the  
evolving circumstances and to carry out whatever changes are required.  
 
There is one final benefit we would like to take the opportunity to mention. Unfortunately, we see far 
too many examples of families breaking up as a result of squabbles over finances, which occur 
largely as a result of a lack of planning. We are confident that the ideas covered in this newsletter 
will help to reduce the chances of family fallouts and, if implemented correctly, will potentially help to 
save a considerable amount of Inheritance Tax. 
 
In next month’s newsletter, we will consider how the Smith parents and children might look to use 
and invest any wealth that is transferred to them by the grandparents. 
 



If you have received this email in error, please contact us on the email below with your correct details or removal request  
neilmiller@breedelliott.com 
 
The information contained in and transmitted with this email is confidential and/or privileged and intended only for the person 
to whom it is addressed. Any unauthorised use, retransmission, dissemination or action undertaken based on this information 
by persons, or entities other than the intended recipient, is strictly prohibited. 
 
The information contained in this newsletter is for information purposes only and does not constitute advice, if you don't  

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 
31/03/21 

  
  
The official bank rate is 0.1%. 

  
  
House Prices 
(Nationwide) 
  
  
  

  
  

House prices 
increased by 
7.3% in 2020 

  
  

House prices 
down by 0.2% 
in the month to 

31/03/21 

  
  
Annual house price growth 5.7%. 

  
  
UK Share Prices 
(FTSE 100) 
  
  
  

  
  

7542.40 

  
  

6727.50 
at the close on 

31/03/21 

  
 
The FTSE 100 rose by 244.07 points in 
March. 
  


