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HOW TO REDUCE YOUR
C A P I TA L G A I N S TA X L I A B I L I T Y
by Tony Byrne

Receipts from Capital Gains Tax (CGT) are expected to reach £9.1 billion in 201920. This compares with just £2.5 billion 10 years ago, highlighting the hefty tax
bills that investors could face when cashing in on their investments.
CGT is charged on the profits made when certain assets, especially investments, are sold or
transferred. In practice, share sales make up the majority of capital gains, followed by residential
property.
Everyone, including children, has an annual CGT exemption, which amounts to £12,300 in the
2020-21 tax year. This means that any gains realised within that amount incur no tax. Gains
over the annual exemption are charged at 10% (basic rate taxpayers) or 20% (higher and
additional rate taxpayers) depending on your other income except for residential property’s
gains which are taxed at 18% or 28% depending on your tax rate.
There is a further 10% rate of CGT known as entrepreneur’s relief, otherwise known as business
asset disposal relief. This relief was reduced from £10 million to £1 million of qualifying capital
gains by the Chancellor, Rishi Sunak, in the Budget on 11 March this year.
Use your allowance
The £12,300 is a “use it or lose it” allowance, meaning you can’t carry it forward to future
years. But remember that each individual has their own allowance, so a married couple can
potentially realise gains of £24,600 this tax year without incurring any tax liability.
In most cases, you can also transfer assets between spouses and civil partners tax-free, so it
might make sense to consider transferring holdings to a spouse in a lower tax bracket or one
who hasn’t used their allowance.
Offset any losses against gains
Gains and losses realised in the same tax year have to be offset against each other, and this will
reduce the amount of gain that is subject to tax. If your losses exceed your gains, you can carry
them forward to offset against gains in the future, provided you have registered those losses with
HMRC.
4

Capital gains in a fund
Investors in funds on wrap platforms such as Parmenion or Standard Life or the CCM Intelligent
Wealth Fund are not liable to CGT on any gains made when the fund itself sells holdings,
because this is the fund trading rather than you. There may be tax costs in other countries, which
are paid out of the fund’s ongoing charges figure or OCF.
However, you may be liable to CGT on any gains when you sell or otherwise dispose of your
shares in the fund, after taking your annual allowance into account.
Another thing to think about is the possibility that you may build up a large capital gain in excess
of the annual CGT exemption over time. To reduce this risk you can use your annual allowance
to sell at least part of the holding at the end of each tax year and then buy it back. By doing
this, you reset the cost of your holding at a higher level and so reduce the potential profit against
which your future CGT liabilities will be calculated.
Tax rules mean that you have to wait 30 days before you can buy the same holding back. So
if you’re not comfortable with this out-of-market risk, you could also consider investing in an
exchange-traded fund (ETF) offering similar exposure in the interim.
Other strategies include realising a gain in a general investment account and using the proceeds
to fund unused pension or ISA allowances. These are also known as ‘Bed and SIPP’ or ‘Bed and
ISA’ and are a potential way of moving your investments to a more tax- advantageous position.
5
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HOW TO REDUCE YOUR CAPITAL GAINS
TAX LIABILITY (...cont)
The term refers to a practice known as “bed and breakfasting” your capital gains. This is because
in the past you could literally sell your shares and buy the same ones back the very next day. The
timescale was so short, overnight, what it was the same length of time as staying in bed and breakfast
accommodation for one night.
Manage your taxable income levels
Since the rate of CGT you pay is dependent on your income tax band, reducing your Income Tax rate
can have a knock-on benefit on your CGT. A couple of simple ways to reduce your taxable income is
through pension contributions or charitable donations such as Gift Aid, for example.
Don’t pay twice
Another thing to bear in mind is that capital gains are wiped out on death, so your estate will pay
Inheritance Tax rather than CGT. Incurring CGT by selling assets later in life can effectively mean you
pay tax on the same asset twice. The proverbial own goal in tax terms.
Use your annual ISA allowance
It never ceases to amaze me how many high-net-worth investors I meet for the first time who don’t use
their ISA allowances. Some don’t realise that the current allowance is £20,000 per person and that all
personal capital gains are tax-free on ISA investments. Others simply don’t get round to it. However,
we have many clients with ISA portfolios of £500,000 or more, who have effectively removed all
concerns about CGT. That’s because we remind them to use up their annual £20,000 ISA allowance
every year.
EIS and SEIS
Investments such as the Enterprise Investment Scheme (EIS) and the Seed EIS allow you to re-invest the
proceeds of assets subject to CGT and defer the taxation on those capital gains potentially indefinitely
with good tax planning. These investments offer Income Tax relief at rates of 30% (EIS) or 50% (SEIS)
too. However, such investments are high risk and illiquid. Also unless you have a high enough income
to cover the reinvested proceeds of the capital gain, you won’t get the full Income Tax relief. So they are
not right for everyone.
Become non-resident
For an individual to avoid Capital Gains Tax it is usually necessary to remain non-resident for more
than five complete tax years where you leave the UK after 5 April 2013. This way you can avoid CGT
completely. It’s a pretty extreme strategy but if you have a large potential Capital Gains Tax liability,
and you were thinking of emigrating anyway, then this could be the strategy for you. However, do
make sure that you will not become liable to CGT in your new country. Do your research and look for
tax havens which have no capital taxation by which I mean CGT and Inheritance Tax. Two such tax
jurisdictions are on your doorstep – the Isle of Man and the Channel Islands. Otherwise you will have
scored an own goal.
If you’re liable to Capital Gains Tax, you can’t choose whether to pay it or not. However, with careful
planning there are sensible ways to make the best use of the available reliefs and allowances to reduce
your bill or even wipe it out altogether. As ever it is always important to take advice from a professional
before you take any action to save CGT. You know it makes sense.

6

HOW TO GET SURPLUS CASH IN YOUR
BUSINESS REALLY WORKING FOR YOU
Do you run a successful business?
Do you have a lot of surplus cash in your
business account earning little, if any,
interest? Are you interested in making
your money sweat? If so, read on.

include proof of corporate ID and address,
LEI registration number, Companies House
information, bank account details, accounts etc.
The list goes on and on.
In order to set up a stockbroker account a lot
of documentation is required. However, once
the account has been opened, life suddenly
becomes a whole lot easier. Shares and funds
can be traded easily.

In previous articles I have written about the
benefits of our cash management service for
businesses and company pension schemes,
especially Small Self Administered Schemes
which are ideal for owner managed SMEs.

Many SMEs have large surplus funds wasting
away in bank accounts earning little, if any,
interest. Sometimes these balances run into
the millions. If you wish to keep the money for
working capital that’s all well and good but why
not get your hard-earned money really working
for you? The best performing asset class over the
long term has always been shares. Not only do
shares produce capital growth but they also pay
dividends. For example, the current dividend
yield on the FTSE 100 Share Index is 3.62% and
that is despite dividend cuts since the coronavirus
pandemic started. So the income alone from
shares beats bank deposit interest significantly, let
alone the potential capital growth.

An alternative approach is to invest in shares.
This can be done either by investing directly into
individual shares via a stockbroker or into funds
where the fund manager manages a portfolio
of shares on your behalf. Unfortunately, this is
where the trouble starts.
Due to the various regulations regarding money
laundering and financial crime generally, there
are a number of hurdles to overcome first. Most
stockbrokers will not accept corporate accounts.
This appears to be because they have to carry
out lots of financial checks. Such checks
7
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IS NOW THE TIME TO STEP
ONTO THE PROPERTY LADDER?
At the time of writing, in early August 2020, the UK is gradually emerging out of
the coronavirus pandemic into the so-called “new normal.” How long it will take
to get back to normal, nobody knows. Judging by past pandemics in history it
seems likely that we will experience another one, two or even three new waves
of Covid-19 as pandemic resurgences are common. I, for one, certainly expect
this pandemic to last for at least another couple of years. Will we ever return to
normal? Somehow I doubt it.
Whatever your view of the government’s
handling of the crisis you cannot say it
hasn’t given a lot of financial support to the
economy in an effort to kick-start it again.
One of the potential beneficiaries of this
financial support is the first-time buyer. Why
is this?

Should you opt for a 5 year fixed rate
mortgage? Well, the choice of course is
yours, but with interest rates highly likely
to rise, a fixed rate mortgage gives you
certainty that you can afford the repayments
over the first five, critical years of your first
mortgage.

Well, for starters, the threshold for stamp
duty to apply has been increased from
£300,000 to £500,000. So first-time buyers
can now buy their first home for up to
£500,000 and avoid stamp duty altogether.

What about house prices? Well,
unfortunately, Rishi Sunak’s emergency
stamp duty holiday has sent property prices
up to an all-time high in the short term. The
average cost of a home in the UK increased
1.6% in July alone to £241,604, according
to latest figures from Halifax. That pushed the
annual rate of gain to 3.8% after four months
of falling prices. Britain’s biggest mortgage
lender said that property was in the throes
of a “surprising spike” driven by a wave of
demand since the end of lockdown.

Base rates have been reduced from 0.75%
to 0.1% which means that mortgage rates
are now very low for first-time buyers. For
example, if you were to buy your first home
for £250,000 and pay a 10% deposit
of £25,000 the monthly repayment on a
£225,000 mortgage for a 5 year fixed rate
mortgage would be £1,037 for the first 62
months at a fixed rate of 2.74%. For the
next 238 months the monthly repayment
would rise to £1,113 at a variable rate of
3.54%. These figures are from a well-known
High Street bank. You could, of course,
remortgage after 5 years if there are more
competitive rates available at the time.

Whether this rise in house prices is
sustainable is debatable. Personally I doubt
very much that house prices will remain high
for long because of my comments in the
first paragraph. If there is a second wave of
the coronavirus in the UK, house prices are
likely to suddenly fall again. Traditionally
valuations tend to fall in the autumn and
8

be the case, then buying a home now gives
you a fighting chance of securing the most
valuable asset of your life, inﬂation proofing
that asset and building your property wealth.

winter months anyway as buyers tend to
dwindle at this time of the year. So if you
were to get onto the housing ladder now
I expect you would be able to negotiate a
good price for your first home. The key is to
exchange contracts and complete your first
house purchase before 31 March.

Whether my prediction of inﬂation and house
price growth actually occurs or not, most
people would agree that it makes sense to
step onto the property ladder especially if
you are young. Why waste your money on
rent when you can spend it on your own
house instead? After all an Englishman’s
home is his castle, isn’t it?

Another reason for buying your first property
now is because inﬂation is predicted to
rear its ugly head again. Many expert
commentators have stated that this is very
probable at this stage of the long term
economic cycle. The last time we had such
a torrid time with the economy during my
lifetime wasn’t the 2008 great financial crisis
but in the early seventies when oil prices
quadrupled and caused a severe global
recession. Inﬂation soared and averaged in
the teens every year during the seventies.

So what are you waiting for? This is an
unprecedentedly good time to buy your first
home. You are unlikely to ever get such a
good chance to buy one so affordably, well
at least in terms of paying no stamp duty and
securing a low mortgage interest rate.
So don’t hesitate. Take this opportunity. Go
buy that first house. Set yourself up for life
and reject Generation Rent once and for all.
You know it makes sense.

The best assets to own were real assets such
as shares and property because they rose
strongly with inﬂation. So if history repeats
itself, and let’s face it that always appears to
9
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So despite the media reports about Millenials struggling financially to succeed in life the reality
is that today’s MIllenials look set to become the richest generation in history. The argument is
that because the Millenials generation is smaller than the baby boomers generation they will
become even wealthier.
However, this presupposes that baby boomers will all hang onto their wealth and pass it down
to the next generation. Of course this isn’t guaranteed to happen. History shows that on
average wealthy families’ entire wealth typically disappears after three generations. It is a
sobering thought.
This is where the importance of a financial planner comes into play. If you take advice from
your adviser you can ensure that your wealth transfers to your next generation heirs and
doesn’t get frittered away by them.

So how do you build intergenerational wealth? Here are a few tips.

WHY INTERGENERATIONAL
WEALTH PLANNING MATTERS TO YOU
Along with ESG, Environment, Social and Governance, investing, intergenerational
wealth planning is one of the most popular ﬁnancial topics in ﬁnancial planning today.
So what is intergenerational wealth management? Well it is about how families use
their collective wealth to support each other during their lifetimes.
In terms of the intergenerational transfer of wealth, older women – as surviving spouses to high
net worth men – are often the first to inherit family wealth. Indeed, the ‘older female investor’
is now a key wealth management persona for firms which take a more segmented approach
to their client bases. However, it is the intergenerational wealth transfer from so called baby
boomers to Millenials which is attracting the most interest today.
Why is this the case?
Unlike Millennials, baby boomers are the wealthiest generation in history – and will remain that
way until roughly 2030.
According to a wealth transfer report by the Royal Bank of Canada, when this group passes
on their assets to younger family members, analysts expect them to leave $4 trillion of wealth
to Millennials within the UK and North America alone. This “inheritance boom” will position
Millennials who have baby boomers in their families to receive record sums of inheritance.

10

1.

Invest in the stock market.

2.

Invest in property.

3.

Build a business to pass down.

4.

Take advantage of life insurance.

5.

Invest in your child’s education.

6.

Teach your children about personal finance.

7.

Create an estate plan.

8.

Write a will.

9.

Set up Lasting Powers of Attorney.

10.

Set a good example.

So what are we doing as a ﬁrm to encourage intergenerational wealth
planning with our clients?
We have a sister website called Wealth Magic on which we post blogs regularly aimed at the
younger generation. You can order a copy of my book Wealth Magic, a 97 Money Gems
guide and even an app. All are useful products for the Millenial generation. We regularly
invite clients to refer us to their family, friends and work colleagues. We encourage children to
become executors and attorneys to their parents. We are even planning to run webinars and
seminars for the children and grandchildren of our clients in the future.

11
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A S K T O N Y, T H E E X P E R T. . .
How do the US and UK markets
differ and how do you think they
will recover post coronavirus?
The UK and US stock markets are two of the most important and best regulated stock markets in the world.
Both are home to many of the best known companies in the world such as Amazon, Microsoft and BP to name
just three. However, that’s where the similarity ends.
The US stock market, the New York Stock exchange, consists of indices namely the Dow Jones, the S&P
500 and Nasdaq. The Dow Jones is an old index based on just 30 large companies quoted on US stock
exchanges. The S&P 500 or Standard & Poor’s 500 Index is a market-capitalisation-weighted index of
the 500 largest US publicly traded companies. Whereas the Nasdaq consists of mainly information
technology companies.
In the UK we have the London Stock Exchange and its two most important indices which are the FTSE 100
Share Index and the FTSE All Share Index. The former represent the 100 largest publicly quoted companies
in the UK whereas the latter is made up of all of the companies quoted on the LSE. There is also a secondary
stock market known as the Alternative Investment Market which consists of mostly smaller companies than
those quoted on the main market.
The US stock market is dominated by large technology companies. These companies’ shares have become
highly overvalued. For example Apple is now worth more than the entire FTSE 100 Share Index. Microsoft,
Amazon and Alphabet (Google) have combined value greater than the economy of Japan which is the third
largest economy in the world. Clearly none of this makes any sense. So the US stock market is highly overvalued currently on pretty much any metric you wish to measure it against.
On the other hand the UK stock market is very under-valued. The primary reason for this is the uncertainty
caused by Brexit. The coronavirus pandemic has had a harder impact on the UK than the US because large
technology companies do not dominate the UK stock market. Such companies have of course been the main
beneficiaries of lockdown. The UK is however the 6th largest economy in the world and it is home to many
world class companies.
So how will each stock market fare post coronavirus? Well it seems inevitable that the US stock market will
underperform the UK stock market and probably by a considerable margin if only because it is way overvalued currently. Also America has been the worst-affected country by the coronavirus yet share prices have
continued to defy gravity by not factoring in all of the bad economic news. The giddy heights of US share
prices epitomised by Tesla’s extraordinary share price rise have shades of the dotcom boom and bust cycle
which led to 3 consecutive years of stock market falls in 2000-2002.
There is an old saying that when the US sneezes the rest of the world catches a cold. So when the US stock
market has another big fall, and it is when not if, world stock markets will fall but I fully expect the US stock
market to fare far worse than other global markets especially the UK one.

12

13

AUTUMN 2020

WEALTH&TAX

NEWS

READ, WATCH, USE...
Y O U R B O O K , F I L M A N D A P P R E C O M M E N D AT I O N S

MEET TONY’S
MUM! - JOAN

Good vibes, good life - Vex King

Vex overcame adversity to become a source of hope for thousands of
young people, and now draws from his personal experience and his
intuitive wisdom to inspire you to:
- practise self-care, overcome toxic energy and prioritize your
wellbeing
- cultivate positive lifestyle habits, including mindfulness and
meditation
- change your beliefs to invite great opportunities into your life
- manifest your goals using tried-and-tested techniques
- overcome fear and flow with the Universe
- find your higher purpose and become a shining light for others

The Social Dilemma - Netflix
The Social Dilemma is a 2020 American documentar y film directed
by Jeff Orlowski. The film explores the rise of social media and the
damage it has caused to society, focusing on its exploitation of its
users for financial gain through sur veillance capitalism and data
mining, how its design is meant to nurture an addiction, its use in
politics, its effect on mental health (including the mental health of
adolescents and rising teen suicide rates), and its role in spreading
conspiracy theories such as Pizzagate and aiding groups such as
flat-earthers.
The film features inter views with many ex-employees of companies
such as Google, Instagram and Facebook.

Back in August, we welcomed Tony’s mother to the ofﬁce and we had
a great chat about Tony’s childhood, her life and lessons she learnt
and taught Tony about money.
Chloe: So Tony has mentioned to me before
a story about a five pound note and how it
formed his ideology of how to save and spend,
can you tell me about this?
Joan: So we were walking off of the Isle of
dogs and I found a £5 note on the ground
near the last building on the island, a pub,
which I quickly picked up. Tony must have
been about 8 years old at the time and we
didn’t have much money at all so we couldn’t
afford to drive or use public transport. Straight
away, Tony wanted to grab it and get on the
bus. I refused to take the bus that day, which
annoyed Tony a lot because he didn’t like the
walk. He couldn’t understand why I wouldn’t
pay for the bus considering we just found five
pounds, which was a lot of money to us back
then. Eventually, he got over his strop and we
got home.

Starling App

Chloe: Why didn’t you get the bus though?

Starling bank has a different different approach to old
school banking. The idea is to provide ever ything you
want from a full UK bank account but none of the stuff you
don’t. You get money management tools, a MasterCard
contactless debit card and 24/7 support. You are able
to set up savings goals and receiving instant spending
notifications. There are no transaction fees and free cash
withdrawals abroad. It’s easy to use!

Joan: I wanted to teach Tony that if you just
spent everything you got, you would never
have any money in the end and I knew if I
saved that money and it built up, we could
enjoy holidays and make memories. A lot of his
friends would have flash clothes and the latest
must haves but Tony had great memories, and
that was because of my savings.
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Chloe: Tony also mentioned that as a family
growing up in London, you didn’t have a lot of
money and buying your first house was a great
step onto the housing ladder?
Joan: Back then, the government gave you the
opportunity to buy your council house, so I just
thought, what a great investment and bought
the house in Shoreditch. I think we bought it for
about £20,000, now it is probably valued at
about £6-700,000, we should have kept it!!
Chloe: Do you have any money tips for the
younger generation?
Joan: Well, I never overspent, I always had
money to save. Apart from borrowing to buy
a house, I would avoid borrowing money,
obviously depending on your situation and
finances but I wouldn’t borrow money. I spent
my entire life spending less than I earnt and
now I live a really comfortable retirement and
don’t have to worry about money. I think it is
just part of my nature to save! Now I can be
generous with my children and grandchildren
because I was conscious of my spending for all
these years.
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MONEY FORECAST ™
SEEING HOW YOUR FINANCIAL FUTURE MAY EVOLVE CAN BE VERY
LIBERATING… WHERE WOULD YOU LIKE YOURS TO TAKE YOU?
When you start-out in adult life, your ﬁnances are unlikely to be complicated: buying a
house, starting a mortgage and contributing to a pension are all things many of us have
taken on. But what could happen a few years down the road? Will the plans you have
in place deliver what you want? And what about your retirement aspirations?
Understanding your current
financial position is the vital
first step to securing your
future dreams.
We start with your current
financial position… working
with you we make sure the
Money Forecast™ system is
loaded with all the necessary
information to provide you
with a genuinely insightful
and useful experience.
We then look at your future
financial position… and how
that may evolve. For this we
rely on you to tell us what you
want so we can input your
personal ‘what if’ scenarios.

Using Money Forecast™ and
‘what if’ scenarios has literally
changed the lives of many of
our clients, who discovered
they were able to…
• Retire early when they didn’t
realise they could afford to
• Buy a holiday home
• Help children or grandchildren
with house deposits or
university tuition fees
• Go on a round-the-world
holiday of a lifetime

Spend more on the not-so-big
things, like theatre, weekends
away, meals out, because they
know they can afford to.

ARE YOU LOOKING FOR
THAT CERTAINTY, CLARITY
AND FREEDOM?
SIMPLY GIVE US A CALL ON
01908 523 740
TO DISCOVER YOUR
FINANCIAL FUTURE.

• Do some meaningful tax
planning to save Inheritance
Tax, safe in the knowledge
it was affordable, so their
children get more of their
wealth rather than the
taxman

Tel: 01908 523740 Email: wealth@wealthandtax.co.uk
17 Shirwell Crescent, Furzton Lake, Milton Keynes, MK4 1GA

www.wealthandtax.co.uk

