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Brexit: conscious uncoupling
Prime Minister Theresa May made history on 29 March as she began the official Brexit process by triggering Article
50 of the Lisbon Treaty in a letter to European Council President Donald Tusk.
The UK and the EU have two years to negotiate withdrawal terms, which will encompass issues such as the rights
of EU citizens in the UK and vice versa, and the UK’s financial commitments.
The timing of Mrs May’s letter was widely flagged; her wording was, however, carefully scrutinised. Her tone was
conciliatory, stressing a desire for the UK and the EU to enjoy a “deep and special partnership” and emphasising
the UK’s understanding that “the four freedoms of the single market are indivisible and there can be no “cherry
picking””.
The UK wants to agree the terms of its future partnership at the same time as it discusses its withdrawal. Mrs May
called for a “bold and ambitious” free trade agreement that covers “crucial” sectors such as financial services. If
the UK quits the EU without agreement, trade terms would default to World Trade Organisation rules.
If withdrawal negotiations are successful, the agreement has to be ratified by the UK and approved by the
European Parliament and at least 20 of the 27 member states. The European Parliament warned, however, that
trade relations could take “significantly longer” to determine, and the future framework would need approval from
every EU member state and the European Parliament.
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National Savings Guaranteed Growth Bonds
As announced by the Chancellor, the new NS&I bonds went on sale on 10th
April 2017.Â Â Issue 1 is a 3 year term paying 2.2% gross.
The interest is calculated daily and added to the Bond on each anniversary.Â
They are available to anyone over 16 and can be opened in your name or
jointly with another person.Â Features include:
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Available online only
Minimum Investment Â£100  Maximum Investment Â£3000
Fixed rate throughout the term
Part or full encashment during the term subject to a penalty equal to 90
days interest on the amount you cash in
Interest is taxable

UK inflation gathers pace
The UK’s headline rate of inflation rose above the Bank of England’s (BoE’s)
2% inflation target for the first time since September 2013 during February.
The annualised rate of inflation (as measured by CPIH) surged to 2.3% in
February, compared with 1.9% in January. In comparison, average wage
growth (excluding bonuses) for the three months to January 2017 slowed to
2.3%.
Higher prices for transport and fuel helped to drive up the cost of living;
meanwhile, food prices rose at an annualised rate of 0.3% following 31
consecutive months of annualised decline. The pound’s strength following
last summer’s Brexit vote has helped to push up import prices.
According to its most recent Quarterly Inflation Report, the BoE expects
consumer price inflation to reach 2.8% in the first half of 2018. The BoE’s
key interest rate reached an alltime low of 0.25% in August 2016, but
policymakers appear to be in no hurry to tighten interest rates at present.
The Office for National Statistics (ONS) has changed its headline measure
of inflation from the Consumer Prices Index (CPI) to CPIH, which includes
housing costs. It is worth noting that annualised CPI also came in at 2.3% in
February, compared with 1.8% in January. Nevertheless, according to the
ONS, CPIH has been 0.3 percentage points above CPI on average over the
past two years. Over the past decade, however, CPI has been an average
of 0.2 percentage points above CPIH.

Planning for inheritance
For the 2017/2018 tax year, the threshold at which you begin to pay
inheritance tax (IHT) starts at £325,000 (£650,000 for married couples
and civil partners), with an additional “main residence nilrate band”
(MRNRB) of £100,000 per person. However, a little planning can help
you to access various annual allowances and exemptions. Regular
gifts can be made from income without liability; small gifts can be
made annually to children and for weddings and larger sums can
become exempt if the donor survives seven years. Alternatively, you
can organise funding for beneficiaries to pay the IHT bill via an
insurance policy.

Fed raises its key interest rate
As expected, the US Federal Reserve (Fed) raised its key interest rate by onequarter of a percentage point to a
range of 0.75% to 1% at its March interestratesetting meeting.
This was the second increase in interest rates in three months; the Federal Funds rate hit nearzero levels in 2008 and
remained unchanged until the Fed raised its rate by 0.25 percentage points in December 2015 and again in December
2016 as the economic recovery continued to gain traction.
The Fed’s move was widely anticipated in the wake of an increasingly hawkish tone from the Federal Open Market
Committee (FOMC) and Fed Chair Janet Yellen. The decision was not, however, unanimous – nine Fed officials voted
in favour of tightening rates, while one policymaker voted for no change.
Ms Yellen said, “Even after this increase, monetary policy remains accommodative, thus supporting some further
strengthening in the job market and a sustained return to 2% inflation”. Although the Fed appears more confident
about the outlook for inflation, household spending, and business investment, future rate increases are still likely to
be “gradual”. Looking ahead, further rate increases are widely expected this year; the FOMC’s next meeting is
scheduled to take place in May.
In its statement, the Fed emphasised that officials will continue to monitor inflationary developments relative to its
“symmetric” inflation goal. Consumer price inflation rose at an annualised rate of 2.7% in February, while core
inflation – which strips out food and energy costs – rose by 2.2% year on year. Policymakers expect core inflation to
reach 1.9% this year and 2% in 2018 and 2019. Labour market data appears relatively encouraging and the rate of
unemployment fell to 4.7% in February.
The increase in the Federal Funds rate suggests that Fed officials are broadly optimistic about the economic outlook
and do not believe that higher borrowing costs will have a significant impact on consumer spending. Ms Yellen said
that a “modest increase” in the Federal Funds rate was appropriate “in light of the economy’s solid progress”. The
economy is forecast to grow by 2.1% in 2017 and 2018, moderating to 1.9% in 2019. Nevertheless, it is worth noting
that the Fed’s expectations for economic growth remain considerably lower than those of President Donald Trump,
who is aiming to return the US to an annualised GDP growth rate of 4%.

Mitigating CGT
When you profit from the sale of a qualifying asset, you are
considered to have made a 'capital gain'. Nevertheless, few people
pay Capital Gains Tax (CGT) in full, because a bit of planning can
minimise your liability. You can stagger sales across tax years to take
advantage of annual allowances. You can also split your investments
with your spouse to ensure you use both allowances. Individual
Savings Accounts are CGTfree on encashment and some individual
assets are also exempt, even if they are sold at a profit. Typically,
these include your home, your car, and UK Government bonds (gilts).

2017/18 limits for ISAs
Individual Savings Accounts (ISAs) are taxefficient vehicles that allow you to
save and invest without having to pay income tax or capital gains tax. They
can be a good way for people to start saving or to add to their existing
portfolio of savings and investments.
The ISA allowance for the 2017/18 tax year has risen from £15,240 to £20,000
in April 2017, offering a welcome additional incentive for savers – not only for
existing ISA investors, but also for those who might be new to taxfree saving.
You can also open a Junior ISA (JISA) for a child under the age of 18.
ISAs are provided by banks, building societies, asset managers, insurance
companies, and the stateowned National Savings & Investments (NS&I). You
can invest your entire ISA allowance into cash, stocks and shares, or any
combination of the two. Moreover, you can transfer your ISAs between
providers as often as they like (subject to your providers’ rules).
Even if you cannot afford to take advantage of the full annual ISA allowance,
it is still worth saving what you can via a regular savings plan, which can start
from as little as £50 a month. Do not forget one of the golden rules of ISA
investing – if you do not use it, you lose it – so make the most of each year’s
taxfree ISA allowance. Please note that levels and bases of, and reliefs from,
taxation are subject to change.
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The benefits of regular savings
In the complex world of investment, timing might appear to be crucial.
However – unless you are gifted with foresight – it is impossible to
secondguess the market. Nevertheless, there is a solution: by saving
regularly, investors can benefit from what is known as ‘poundcost
averaging’. This mitigates the risk of buying your entire investment at a
single price; instead, smaller sums are regularly invested at a variety of
different prices, reducing the risk of investing at the wrong time. Most
investment products offer regular savings schemes as an option,
including investment funds, Individual Savings Accounts (ISAs), life
assurance and pension plans.

