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Mortgages

Update on
mortgage
payment
holidays

On 17 March 2020, as the country teetered on the
brink of lockdown, the Chancellor announced that
homeowners struggling financially due to
coronavirus would be able to take a three-month
mortgage payment holiday.

On 22 May the scheme was extended and widened to support
millions of homeowners:
— The deadline for applying for a mortgage holiday was to be
extended until 31 October 2020, potentially supporting borrowers
until January 2021
— Homeowners would be permitted to take a break of up to six
months, rather than just three
— Borrowers were now allowed to reduce their monthly payments in
exchange for a longer mortgage term, rather than stopping
payments altogether.

What does this mean for me?
The extended application deadline now coincides with the end of the furlough
scheme. This means, if your workplace makes you redundant as the furlough
deadline approaches, you will still be able to apply for a mortgage holiday,
giving you some breathing room while you search for another job.
One issue with the original scheme was that borrowers were likely to see their
monthly repayments increase immediately following the holiday period, as
the mortgage term remained the same. The new flexibility introduced into the
scheme means that you’ll now have the chance to extend your mortgage term
instead of stopping payments altogether, meaning that your outgoings will
remain more level (albeit over a longer duration).

Is a mortgage payment holiday right for me?
A mortgage payment holiday does not equate to free money. The capital
outstanding does not reduce, and interest will continue to accrue on your
remaining debt. This will make your repayments larger once the holiday
period ends or, if you’ve chosen to extend your mortgage term, you’ll end up
paying more interest than you would have across your original term.
The decision to apply for a mortgage holiday should therefore not be taken
lightly. If you think you can afford to continue making repayments, then it is
probably best to do so to avoid a longer-term impact on your finances.

Talk to us

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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If you are experiencing financial difficulties, talk to us before making the
decision to apply for a mortgage holiday. We can help you assess your finances
and assist you in creating a plan for getting through this difficult period.

Mortgages

Mortgage
affordability
in a postCOVID world

Back in March, the Bank of England slashed
interest rates to an all-time low of 0.1%, in a
bid to alleviate the severe economic pressure
caused by coronavirus. As the base rate cut
fed through to mortgage rates and with the
continuing pressure of a closed mortgage
market, lenders responded by withdrawing
mortgage offers, increasing rates and pulling
products from the market.
Between March and May:
— 2 ,656 mortgage products were withdrawn, many of which were high
loan-to-value (LTV) deals (i.e. those requiring a smaller deposit).
— 396 two-year fixed and 374 five-year fixed deals at 90% and 95%
LTVs were pulled from the market
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Lenders make a cautious return
As certain social distancing restrictions began to be lifted in May and
the property market reopened for business, lenders began
relaunching higher LTV deals and products aimed specifically at
first-time buyers, such as Help to Buy loans.
With the property market still in the early stages of recovery, it’s
worth being pro-active and following some of these tips to
maximise your chances of mortgage approval:
—S
 ave as much as you can – while many people are experiencing
financial difficulties during the pandemic, many of us are also
spending a great deal less than usual. Getting your deposit as
high as possible will increase your chances of mortgage success.
— Clear your debt – when considering your application, lenders will
look at any outstanding debt. Clearing as much debt as possible,
as well as closing any unused accounts, will increase lenders’
confidence in your ability to repay your mortgage.
—U
 nderstand your credit score – the better your credit rating, the
higher the likelihood you’ll be accepted for the best mortgage
deals. Understanding your credit rating and how to improve it is
key to moving forward with a successful mortgage application.
—K
 eep excellent records of self-employed earnings – providers can
be more nervous about lending to self-employed people, so having
excellent records of your earnings over the past two or three years
(depending on the lender) can really improve your chances.

We’re on hand to make sure you get a great deal for your
circumstances, and one that gives you the highest chance of
success. Whether you’re a first-time buyer or a second stepper,
we’re here to guide you through this difficult period.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE.
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Consult the experts

Pensions

Are you approaching
retirement?
Since pensions freedoms were introduced in 2015, there are many more options available to
retirees. Sudden retirements used to be the norm. People would stop work completely one
day and be fully retired the next, perhaps receiving a regular income from an annuity. It is
now possible to take a more gradual journey into retirement - making use of this flexibility in
how you draw funds could be sensible in times of uncertainty.

Consider your timescales
If your planned retirement is 5 to 10 years away, there is a reasonable time for your savings to
recover from the recent market volatility, but you should still take action:
— Review your retirement age.
— Consider increasing your pension contributions.
— Talk to us about your attitude to risk and appropriate fund switches.
If you have less than five years to retirement, your pension pot may not have been exposed to
market volatility as much as you think. You may have benefited from a lifestyle option on
your pension which is designed to ‘lock in’ investment growth as you approach retirement,
by switching funds to less risky assets. This option is not suitable for everyone, particularly if
you intend to keep your pension pot invested and use income drawdown to give you an
income in retirement.
If you are retiring this year and your pension pot has taken a hit, you could consider delaying
retirement until markets recover, but this may not be an option for everyone.

Advice is key
One of the biggest risks in uncertain times is to act in haste and make rash decisions.
Getting financial advice is crucial in making the right decision. We can help you consider all
your options, including reviewing whether any other assets could be used to provide an
income, so that your pension stays untouched.

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.
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If you are nearing retirement, you
may have been particularly worried
about the impact of recent market
volatility on your pension assets and
perhaps you are reassessing your
retirement plans. There are several
things to consider if you are planning
to retire, which will depend very much
on your own circumstances.

Investment

Investing for the long term
– lessons from the past

Market analysts and investors aren’t infallible, but when something like
COVID-19 strikes they get nervous because closed borders, flight bans
and lockdowns can pose a threat even to large companies, especially in
exposed sectors. Axed dividends and distressed rights issues are anathema
to the jittery; and the largest blue-chip companies aren’t immune. Little
wonder then that the 100 shares comprising the UK’s blue-chip share
index, the FTSE 100, rapidly lost about one-third of their combined
value before regaining some composure.

Lessons from history
Created in 1984 with a starting level of 1,000 points to provide a wider index
of leading shares quoted in London, the FTSE 100 largely superseded the
narrower Financial Times 30-share index launched in 1935. As a barometer
of economic outlook and corporate prospects, the FTSE 100 has gauged a
few storms over the past 36 years. A chart of its progress reveals
a plethora of spikes and dips, the starkest of which can be associated with
key events in recent financial history.
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Chart: FTSE 100 from inception to March 2020
https://tradingeconomics.com/united-kingdom/stock-market
Not the first FTSE 100 dip

After its launch on 3 January 1984, the FT’s new share index only slipped
very briefly below 1,000 points that year. It then made progress, sometimes
faltering, to hit 2,000 points by March 1987, by then buoyed by the effect
of the previous October’s ‘Big Bang’ modernisation of the London Stock
Exchange’s trading structure. Six months of further upticks followed and
the index broke through 2,350 in early October 1987. It would be two
years before that level was attained again.
On 19 October 1987, the Monday after The Great Storm ravaged Southern
England, global stock markets suffered a crash so severe that the day
became known as Black Monday. A tsunami of selling, much of it blamed
on new-fangled computer-program trading, rapidly took the FTSE 100
down to around 1,600, starting with an 11% drop on the Monday and
12% the next day.

The ascent of the 1990s
Share-price recovery was slow, hampered by a short UK recession in
1991-92 caused in part by high interest rates and an over-valued pound
associated with efforts to keep sterling within Europe’s exchange rate
mechanism. After Chancellor Norman Lamont took sterling out of the
ERM in September 1992, having spent billions and upped base rate to
15% trying to stay in, the index gained about 14% in six months.
As 1994 dawned, a decade on from its launch, the FTSE 100 stood at around
3,400; although then, as now, changes had been made to its constituent
shares as companies’ respective market capitalisations
waxed and waned. Concerns about the economy and tax plans dampened
sentiment and the index fell below 3,000 during the first half of 1994
before starting a five-year ascent to break the 6,000 barrier in the summer
of 1998. After a 500% rise in 14 years, what came next for the FTSE 100?

A 1,000-point drop
High interest rates and other threats to UK economic growth and even
talk of an impending recession brought a 1,000-point drop in the FTSE 100
in the autumn of 1998, almost all of it recovered by the year-end. General
bullishness continued through 1999, which ended with the index nudging
7,000. As the year 2000 unfolded, a combination of overvaluation,
epitomised by the rapidly inflating ‘dotcom bubble’, and a global
economic slowdown brought further investor jitters.
The bull market had marched the FTSE 100 up the hill; the ensuing
three-year bear market marched it back down again to around 3,600 in
the spring of 2003. The index would take another five years to climb back
above 6,500, where it was delicately poised for the next big shock: the 2008
collapse of US investment bank Lehman Brothers and the cascade of
failures prompting what became known simply as ‘the global financial
crisis’. By March 2009, the index was down around 3,500 again.

Long term trend
It was a long haul back from there for the FTSE 100 but, after gyrations
associated with various stages of the Brexit process, the start of 2020 saw
it comfortably above 7,000. News of a new virus outbreak in an unfamiliar
Chinese city seemed at first like a distant threat. As the outbreak turned
into a pandemic, global markets faltered again and the FTSE 100 headed
below 5,000 before recovering some of the loss. COVID-19 has brought a
reset of the blue-chip barometer, the FTSE 100 index.
Despite a variety of market shocks and rebounds, the index still has a long
term growth trend. It is important to remember that some market volatility
is inevitable; markets will always move up and down. As an investor,
putting any short-term market volatility into historical context is useful.
Financial advice and regular reviews are essential to help position your
portfolio in line with your objectives and attitude to risk, and to develop
a well-defined investment plan, tailored to your objectives and risk profile.
The value of investments can go down as well as up and you may not
get back the full amount you invested. The past is not a guide to future
performance and past performance may not necessarily be repeated.
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The emergence of COVID-19 brought a rapid end to the
drawn-out recovery of major stock markets from the share
price lows associated with the financial crisis a decade ago.
When the scale of the threat to lives and livelihoods became
apparent, market analysts and investors reassessed the
global economic outlook and corporate prospects; they
didn’t like what they saw and a wave of selling followed,
with inevitable consequences. Most share prices, and
thus stock indices, were impacted.

Protection

Look beyond
the price of your
protection policy
Most of us celebrate the start of life and pay tribute to the end of life,
but are we placing enough importance on everything in between?
If we’re lucky we’ll enjoy certain life events
like finding a lifelong partner, marriage / civil
partnership, having children, enjoying a career
and, ultimately, retiring. But how many of us
take out financial protection in the event our
plans go awry?

The second principle is particularly important when
you’re at a particular 'life' stage. Whether that's
buying a house, getting married, starting a family,
setting up in business, or all the above, protection
insurance will help to protect your loved ones and
your financial responsibilities.

Clearly life isn’t always plain sailing and we will
face obstacles and challenges to overcome.
When these challenges are more serious, for
instance if accident, illness or death strike,
protection insurance can help provide a
safety net.

But it’s important to look beyond the headlines
when taking out protection as many providers will
offer added-value benefits beyond an initial pay out,
that can really help you adapt and cope to
potentially life-changing circumstances.

And when it comes to protection, we hold
two firm beliefs:

1

It should form the foundation of
most people's financial plan.

2

Cover should be reviewed regularly
to make sure it continues to meet
your needs.

These additional benefits could be anything from
access to expert medical opinion, rehabilitation
to get you back to work as quickly as possible,
bereavement counselling, or even global treatment.
When using comparison sites and direct insurers,
care should be taken to make sure their 'off-the-peg'
solutions meet your specific needs. Using our expert
product knowledge, we can help find the right
solution with the right value-added benefits for you.
For more information or to discuss a protection
shortfall, please get in touch.
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