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01 
Reviewing your spending will clarify where  
your money is going and highlight potential  
areas to cut costs and make savings.

Despite a lot of noise about inflation and its 
impact on UK households, the good news is that 
your personal rate of inflation depends on how 
you spend your money. It won’t necessarily 
match the official inflation rate and so changing 
your spending habits can help bring it down.

For example, since much of the rise in prices  
has been caused by soaring fuel prices, your 
personal inflation rate may be lower than the 
average if you don’t drive or own a car. 

Energy prices have also risen significantly 
throughout 2022. However, if your home  
is especially energy-efficient, you may use  
less energy than an average household.  
This could bring your personal inflation  
rate below the average.  

You can use an online calculator – such as  
this one from the ONS website – to help you  
work out your personal inflation rate online.

02  

Higher interest rates mean increased borrowing 
costs. So, check the rates and see if you can 
reduce the interest you’re paying.

Focus on repaying credit card debt first.  
Credit cards typically charge high levels of  
interest and the negative compounding  
effects can be difficult to escape. 

If you have high credit card debt, transferring  
to a limited-period nil-interest rate account  
could help you repay the debt sooner. 

 

03
Around £160 billion in savings accounts pay less 
than 0.5% interest, so it’s worth shopping around 
for higher interest rates on your savings. 

Alternatively, Insignis can help you secure the 
best cash savings rates. 

As interest rates change, Insignis moves your 
money to secure optimal rates. The one-time 
sign-up is quick and easy to set up, plus you’ll 
never need to open or close another  
account again. 

04  

You may be tempted to dip into your pension  
or investments to tide you over but consider  
the long-term effect on your retirement plans.

Selling investments or drawing from your pension 
could leave you worse off in the long run,  
so assess every option before you act.

It’s important to continue to pay your future self 
first, too; be sure to maintain regular, tax-efficient 
contributions to your pension and ISAs.

05
Making rash financial decisions during the current 
crisis could jeopardise your long-term financial 
security. If you’re worried about the rising costs  
of living and what you can do to protect your 
short- and long-term financial plans, we can help.

5 practical ways 
to protect your 
money during 
the cost of 
living crisis

An ISA is a medium to long term investment, which aims to increase the value of the money you invest for growth or income or both.
The value of your investments and any income from them can fall as well as rise. You may not get back the amount you invested.
HM Revenue and Customs practice and the law relating to taxation are complex and subject to individual circumstances and changes which cannot be foreseen.
Tax concessions are not guaranteed and may change in the future. Tax free means the investor pays no tax.

Get in touch
If you’re worried about the rising cost  
of living and would like to discuss ways  
to protect your finances from the effects 
of inflation, we’re here to help. Please  
get in touch to arrange a time to chat.

Review your budget and 
personal inflation rate

Remember your  
long-term financial plan

Resist the temptation to dip  
into your investments or  
stop saving for your future

Manage debt 

Ensure your savings are  
working hard for you

With inflation at its highest level  
in 41 years and energy prices 
skyrocketing, the cost of living  
crisis has dominated headlines  
since inflation began to creep up 
from historic lows in mid-2021. 

While the Covid pandemic began 
the inflationary increase, this was 
further exacerbated by the war  
in Ukraine pushing up energy  
and food prices even further.

Following such an extended  
period of price rises, you may be 
concerned about your household 
finances and long-term plans.  
So, here are five ways to protect 
your finances during the cost  
of living crisis. 
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General

Start of the tax year checklist 
The new tax year on 6 April 
2023 marks a great time for 
your adviser to help you  
organise your money and  
make the most of the  
allowances available to you. 
A new tax year means annual allowances are 
back to zero and ready to be filled or topped 
up, to make the most of your money. 

This is a good time to work with your adviser 
and run through your existing pensions and 
investments and review the allowances 
available to you, as well as looking into 
opening any new forms of investment. 

With interest rates on the rise, your adviser 
is ideally placed to guide you through ways to 
grow your savings, depending on your needs.

Note: The following figures are applicable  
to the 2022/2023 tax year, which starts on  
6 April 2022 and ends on 5 April 2023.

ISAs

The maximum you can invest across your ISAs (if it’s a cash ISA, stocks and 
shares ISA or innovative finance ISA) is £20,000. For a lifetime ISA, the annual 
allowance is £4,000. 

Junior ISAs 

If you’re looking to put some cash aside for your children, Junior ISAs (JISAs) 
are a great option and often come with higher interest rates. In the new tax 
year, you can save or invest up to £9,000 in a cash JISA, a stocks and shares 
JISA, or a combination of the two.

Pension allowance

Your personal pension contribution allowance is £40,000, although it can 
be lower for higher earners and where pension savings have been flexibly 
accessed already. Any contributions you (or your employer) make receive tax 
relief from the government (based on your income tax band) of 20% or more 
– and the money in your pension pot will grow tax free.

Child’s pension

A child’s pension can be set up by a parent or guardian, but anyone can 
contribute. You can pay up to £2,880 in the new tax year into a pension on 
behalf of a child and the government automatically tops this up with 20% tax 
relief on the total amount contributed, taking the figure up to £3,600. 

Gift allowances

A financial gift is a great way of using tax-free allowances, and your adviser 
can help explain the options available.

Making a cash gift can help a loved one (and help with your estate 
planning). Everyone has an annual gifting limit of £3,000 that is exempt from 
inheritance tax (IHT). This is known as your annual exemption. If you fail to 
use it one year, you can carry it over to the next tax year (so if you didn’t use 
the gift last year you could give away £6,000).

It’s worth remembering that any gift you give, even to family members, could be 
subject to capital gains tax (CGT). CGT is the tax you pay on any profit or gain 
you make when you dispose of an asset, such as a second home or shares. If 
you gift an asset and it has risen in value compared to what you have paid for it, 
you could be liable to CGT. The CGT allowance for the new tax year is £12,300. 
This is the amount of profit you can make before CGT is applied.

Marriage allowance

If you are married you might be able to take advantage of the marriage tax 
allowance. It allows one half of a couple who earns less than the income tax 
threshold (£12,570) to transfer up to £1,260 to their higher-earning spouse 
(who must be a basic rate taxpayer).

Our financial advisers can help you make the most of your annual allowances 
now that we are into a new tax year. 

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

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



Investment

You should base financial decisions on logic and facts. But 
psychology can have a much larger effect than you think,  
and it can lead to you making decisions that aren’t right  
for you. Read on to find out more about what behavioural 
finance is and how it could affect you.

“Behavioural finance” was first coined in the 1970s  
by economist Robert Shiller and psychologists Daniel 
Kahneman and Amos Tversky. They used the term to refer  
to how unconscious biases and previous experiences  
affect the way people make financial decisions. 

It can be used to explain why investors can make  
knee-jerk decisions or invest in opportunities that  
aren’t in their own best interest. Rather than relying  
purely on facts, investors often have biases that  
affect how they react to certain situations.  

Finance bias can lead to “irrational”  
decisions through shortcuts

There’s a reason why people often make decisions based on 
biases: they can make the decision-making process quicker.

If you imagine how many decisions you need to make every 
single day, it’s easy to see why this kind of decision-making 
can be useful. From what to eat for breakfast to which way to 
travel to work, it’d take up all your time if you carefully went 
through the facts for each decision you make. So, you make 
shortcuts by using biases. 

However, while it can be a useful process in your day-to-day 
life, bias can have a negative effect when you’re making 
important decisions, including financial ones. 

The effect of  
psychology on investors

Behavioural finance covers five concepts:

The value of your investment can go 
down as well as up and you may not  
get back the full amount you invested. 
Past performance is not a reliable 
indicator of future performance.

1. Mental accounting
Mental accounting can be incredibly 
useful when you’re managing a budget. 
However, inflexibility could mean  
you miss out on opportunities.

The concept refers to how people may 
designate money for certain purposes. 
So, you may have different savings 
accounts for various goals. It’s a 
process that can help you manage your 
outgoings and work towards goals.

However, it can also lead to irrational 
decision making.

You may not dip into a savings account 
that you’ve allocated to buying a new 
car even when you face an emergency 
and it’d make sense logically.

How you receive the money may also 
affect how you use it. For instance,  
you may put off using money that  
was given as a gift in an emergency 
because you believe it should be  
used for something special.  
 
 
 
 

2. Herd behaviour
Herd behaviour is something that’s often 
seen in investing. When you hear that 
lots of people are selling certain stocks 
or buying a specific share, it can be easy 
to be led by this and follow suit. 

It can lead to you making decisions 
that, while possibly right for others, 
don’t suit you or your circumstances. 
It’s not just investing where herd 
behaviour can have an effect. You may 
be tempted to purchase an item after a 
friend has or choose a savings account 
because someone you know has. 

3. Anchoring
When you have some information, you 
may focus on this – anchoring your 
views to this data.

Setting a benchmark can be useful,  
but it can mean you don’t take in  
other information, especially if it’s 
contradictory.

So, you may hold on to investments  
even after the value has fallen  
because you’ve anchored its  
worth to a previous valuation.  

4. Emotional gap
Emotions often play a role in financial 
decisions. You may sell a stock because 
you fear that the price will fall,  
or make an impulse purchase  
because you’re happy.

Being comfortable with your financial 
plan is important, but an emotional 
gap can fuel irrational decisions as 
you’re more likely to overlook data.

5. Self-attribution
This concept refers to how investors 
are likely to have overconfidence in 
their abilities. 

You may believe you can reliably time 
the market to maximise profits when 
the markets are unpredictable. In this 
case, it’s common to see “wins” as 
being down to your knowledge, while 
“losses” are attributed to things 
outside of your control.

Unconscious bias may affect your 
decisions in ways you don’t expect.  
If you have any questions about your 
finances and the decisions you need  
to make, please contact us. 
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Make the most of your pension allowance

Most people are able to pay up to £40,000 a year into 
your pension, tax free although some exemptions may 
apply. If you don’t use this annual allowance, you can 
‘carry forward’ the previous three years’ worth of unused 
allowances providing you are still registered with the 
pension and have earned in the current tax year the 
amount you (or your employer) would like to contribute.

As you approach retirement, it’s  
important to be aware of the cost  
of living and how much income you’ll 
need to feel financially secure.
With the cost of living going up, people approaching retirement 
are finding their pension pots are not lining up with how much 
they’ll need in their later years. 

An online pension calculator can help start you off by giving 
you an idea of how much you’ll need to live comfortably. Your 
adviser is ideally placed to help you look at your own situation, 
finances and future income needs and work out a suitable 
plan to help you get to these goals.

Examine your assets with the help from an adviser

Everyone’s situation is different, depending on how much  
you have in assets, savings, and investments. However,  
there are some key issues to bear in mind to help things 
along, including the issue of rising inflation, which increases 
the cost of living as years go by.

Volatility in financial markets also adds to the concerns for 
anyone approaching retirement when it comes to how their 
pensions are performing. With expert guidance from your 
financial adviser, you’ll be able to make the most of your 
money for many years to come.

How to boost your pension and make more  
of your money

Of course, the earlier you start putting money away, the more 
time you’ll have on your side to grow your pension pot. But it 
can be hard when you’re still juggling mortgage debt, family 
outgoings and the general cost of day-to-day living. Even 
if you’ve opted out of your workplace pension or are self-
employed and don’t have one, it’s never too late to start  
your own personal pension.

We can take you through how a personal pension can  
benefit you and give you more control and flexibility  
around how much you put in, where your money is  
invested and how you can access it in retirement. 

Covering the cost of your  
retirement with confidence

Keeping track of workplace pension plans (if you do have them) 
and thinking about consolidating them into one pot might be 
a good place to start planning towards the goal of making your 
retirement as financially worry-free as possible. It’s a complex 
area, which your adviser can handle for you. 

It’s also worth remembering that if you defer or delay your 
State Pension, it will go up by 1% every nine weeks. That means 
if you’re entitled to £179.60 a week and deferred your pension 
by a year, you would get an extra £10.42 a week.

 
Our financial advisers can help you review your pensions and  
advise on how to make the most of your investments going  
forward into retirement.

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

HM Revenue and Customs practice and the law relating  
to taxation are complex and subject to individual  
circumstances and changes which cannot be foreseen.
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What is critical illness cover?
Whether you need critical illness 
protection depends on your situation  
as well as any existing policies you might 
already have in place. 
Critical illness insurance pays out a one-off, lump sum if you’re 
diagnosed with a condition or disability that is covered by 
your policy. It can be offered when someone applies for life 
insurance – as extra coverage. 

In a similar way to some life insurance plans, critical illness 
covers a set number of years. You can specify whether you want 
the payout to rise over the course of the term (so it keeps up 
with inflation) or the opposite – decreasing because your aim  
is to cover something specific like your mortgage. 

If you’re thinking about critical illness cover, it’s important to 
speak to your financial adviser who can help you decide how 
much cover you’ll need and how long the term should last. 

What does critical illness cover?

Products vary depending on the provider. Certain illnesses 
are covered as standard by most insurers, including, cancer, 
heart attack, stroke, organ failure, multiple sclerosis, loss  
of arms or legs and Alzheimer’s and Parkinson’s disease. 

Some providers may allow you to add additional illnesses  
to your policy, which you’ll pay more for. Your children could 
also be covered as part of your policy so it’s worth asking 
your adviser about these options if it’s something you’re 
keen to have in place. 

What does critical illness not cover? 

Although a diagnosis of a critical illness can mark the start 
of a claim in some policies, others may only begin to offer 
protection once your illness hits a certain level of severity. 
For example, if you are diagnosed with cancer, payments may 
only begin when permanent symptoms have been officially 
diagnosed. Additionally, not all types of cancer are necessarily 
covered by critical illness protection. 

It’s important to work with your financial adviser when 
reviewing a policy and all the small print before you commit  
to make sure you are sufficiently covered – and aware of areas 
not included. 

Pre-existing conditions 

Just like the life insurance application process, critical illness 
protection requires you to disclose any pre-existing conditions. 
If you don’t then your policy could be invalid.

Your adviser can search the market for a suitable plan, but 
you’ll probably have to pay more in premiums and there will 
likely be some extra exclusions. The price you pay will vary, 
based on things like age, occupation, state of health, lifestyle 
and how much coverage you need and for how long. 

Do you need critical illness cover?

There are things to consider if you’re worried about being 
diagnosed with a critical illness and the impact on your income 
and ability to keep up with bills (which would not be covered by 
state benefits when you’re unable to work). 

Your adviser will help you look at the following areas: 

•  Your employer’s coverage – is there any paid leave for illness 
or disability and for how long? 

•  Do you have an existing life insurance policy and if so, does  
it have any illness coverage included? 

•  Could you consider income protection insurance as an 
alternative to critical illness? 

•  Do you have sufficient savings and investments you could  
use in place of critical illness cover?

If you want to proceed, it’s important to work with your adviser 
to see how much protection you’ll need. This means looking 
at your monthly outgoings and how much you and your family 
require to live comfortably. You might want to add in any 
potential costs from medical treatment you may need.

During these important decisions it’s easy to lose track of the 
small details, which is why your adviser can help make the 
process easier for you and your family and give you some peace 
of mind. 

We can examine your needs and existing policies and then  
find you the right cover that protects your finances – and  
your family – should anything happen.
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How to protect your mortgage
Strengthening your ability to keep up 
with mortgage payments is important 
and will give you some peace of mind  
if your circumstances change. 
Life insurance is the form of protection most of us would 
name as one that could pay down or pay off a mortgage. Yet 
there are other situations (apart from death) that could mean 
it’s very difficult or even impossible to keep up with mortgage 
payments for an extended period – without the help from 
other types of coverage. 

Here are some protection policies you might want to have  
in place (alongside life insurance) to give your mortgage  
some security if you are unable to keep up with mortgage 
payments. Your adviser can help you work out the best  
option for your situation. 

Critical illness protection pays out a one-off, lump sum if 
you’re diagnosed with a critical condition or disability that is 
covered by your policy. It can be offered when you buy for life 
insurance, as extra coverage.

Income protection pays out a percentage of your monthly 
income if you are unable to work due to illness, an accident 
or disability. Depending on the terms, you’ll receive a regular 
income until you either return to paid work, retire, pass away 
or if the policy term comes to an end.

Mortgage payment protection insurance (MPPI) pays your 
monthly mortgage payments if you’re unable to make them 
due to an accident or illness.

What’s the difference between income 
protection and MPPI?

Income protection insurance is seen as more comprehensive 
than MPPI as it covers a proportion of your income and not 
just your monthly mortgage payments. It could also help to 
cover monthly bills aside from your mortgage. The period 
you’re protected with income protection tends to be longer  
than MPPI, too. 

Your adviser will help you find a policy that works for you 
and your needs, in terms of the length of cover you want 
and how much the premium might be. MPPI premiums 
could be lower than those for income protection and  
more affordable.

Our advisers are here to help if you’re  
looking for ways to protect your mortgage.
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Investment strategies as
you approach retirement

It’s usually a good idea to
start reducing the risk of
your pension fund as you
approach retirement. But
it’s important to strike
the right balance so you
can continue to power the
growth of your portfolio for
many years to come
as well as draw an income.
As we move through the different stages 
of life it’s important that our investment 
strategies adapt. Typically, your financial 
goals change when you retire. You may 
want a regular reliable income, which 
usually means you have to take less 
risk when it comes to investing. People 
nearing retirement traditionally switch 
savings out of risky investments and into 
safer assets to protect their portfolios 
from market downturns.

Reduce risk in your portfolio as 
you near retirement

Managing your portfolio’s risk level (the 
possibility of losing the money you invest) 
as you get older is important to ensure 
you meet your financial goals. Younger 
investors with longer timelines to 
retirement (typically 30 to 40 years) are 
generally encouraged to take more risk in 
their portfolios as if there are any market 
falls, they have longer to recover.

As you get older and approach retirement 
the more important it is to preserve the 
wealth you have accumulated. This is 

because as the timeline to retiring gets 
shorter, your portfolio has less time to 
recover in the event of a market decline.

So, it’s a good idea to lower the level 
of risk to reduce the possibility of your 
investments falling in value. In most 
cases, this means reducing exposure 
to equities and increasing exposure to 
lower-risk investments that produce  
an income such as bonds to shield your 
investments from the ups and downs  
of the market.

Why it’s important to diversify

Portfolio diversification is a way 
of reducing potential risks by 
spreading your investments across 
different assets, rather than having 
it concentrated in one place. By 
investing across different asset classes, 
companies, countries, and sectors, you 
can help reduce the impact of any major 
market swings on your portfolio.

While you can’t eliminate all investment 
risk, diversification can help smooth out 
any fluctuations that happen over time. 
For instance, stocks can earn  
more money than other asset classes, 
but they tend to be more volatile. 
Therefore, most financial professionals 
agree that as you approach retirement 
it is best to reduce the allocation to 
equities in your portfolio.

Government bonds are less likely to lose 
money than stocks and are seen as a 
better bet for retirement thanks to their 
predictability and income-generating 
potential. Bond prices are also not 

affected by the same market conditions 
that move stock prices. By shifting 
their investments out of stocks and 
into bonds, people nearing retirement 
can lower their risk and enjoy greater 
financial stability.

Finding the right balance

It’s always important to review your 
investments before any big life changes, 
which is particularly true if you are 
approaching retirement. With any 
decision about your investments, there 
are trade-offs. The greater the risk 
you are prepared to tolerate, the more 
potential there is for your investments 
to grow.

While reducing risk with bonds can help 
shield you from any downturns in the 
market, your returns could be lower.  
As you approach retirement, it’s 
important to strike the right balance 
between assets reducing risk in your 
portfolio so you can continue to power 
its growth for many years to come as 
well as draw an income.

A financial adviser can help you build a 
well-diversified portfolio appropriate for 
your risk tolerance and investment goals 
and adapt it, so the strategy always 
reflects your age and circumstances.

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

Investment


