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NEWS/SNIPPETS:
WEEKLY RADIO SHOW
Since launching his weekly radio
show on Spectrum on Air, Tony
managed to interview very high
ranked people in the financial world
such as Jim Mellon (Self-made
billionaire, entrepreneur), Jason Butler
(Global well-being expert, ex financial
adviser), Phil Bray (Marketing
guru for financial advisers), Steve
Conley (Founder of Academy of life
planning), Chris Budd (Initiative for
financial well-being), John Howard
(Expert in property development).

Your support is important to us, so please go to
https://www.spreaker.com/show/money-demystified
to access the previous shows and share with your friends and
family who may benefit from them.

We are very proud of Cholpon for becoming a Top Rated Financial
Adviser 2022 (distributed in the Times) for receiving 5 out of 5
reviews in Vouchedfor in a very short space of time. Cholpon is
very keen to build a trusted relationship with our valued clients by
listening and paying attention to every detail. Keep up the good work
Cholpon! Please visit her profile on Vouchedfor for more details:
https://www.vouchedfor.co.uk/financial-advisor-ifa/
milton-keynes/065283-cholpon-djanuzakova

Find our YouTube
channel and subscribe
with the link below:

Tony Byrne
has become
an Accredited
Game Plan
Practitioner with
the Academy of
Life Planning.
Well done Tony!

https://www.youtube.com/channel/
UCY1S5qrSFMRK6BF2yvqCH-A
Our YouTube channel offers a wide variety of
useful financial tips and advice to help you be
smarter with your money!
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The world is changing very fast. Disruption is all around us. Here today, gone tomorrow. How
can you make sense of today’s fast-changing world? How best do you prepare yourself for the
unprecedented changes happening around us?
Well a popular phrase keeps popping up. It’s called side hustle. What is a side hustle? A side hustle
is a means of making money alongside one’s main form of employment or income.
Whilst there are many examples of side hustles such as teaching English online, becoming a virtual
assistant or writing an E-book, I prefer passive income. Why? Because passive income is where
money works for you whereas earned income is where you work for money.
Examples of passive income are rents, dividends and business income.
Earned income on the other hand is income from employment or self-employment. It is where you
exchange your time for money.
Which source of income would you rather have? Earned or passive income? I know which source I
prefer.

In the 21st century, it is vital to build multiple sources of income, especially passive
income. This is a strategy otherwise known as layering. Once you have multiple sources of
income, if some of them fail, you have other sources to fall back on. This is by far the best
way to ensure your financial security this century. The days of relying on the welfare state
and your employer are gradually fading. You will need to increasingly become self-reliant
and financially free in order to survive and thrive in the future.
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WHY INFLATION DESTROYS
YOUR SAVINGS AND WHAT
TO DO ABOUT IT
CPIH (Consumer Prices Index including owner
occupiers’ housing costs) uses a measure of
“rental equivalence” to determine how much rent
the householder would pay for an equivalent
property.

The rate of inflation as measured by CPI is now at
5.1% for November which is an increase from 4.2%
for October. This is the highest level of inflation
in the UK since 2011. However, RPI inflation was
7.1% up from 6% the previous month. Bearing in
mind that CPI inflation was just 0.7% in March last
year that represents a huge increase.

As you can tell from these different inflation rates
none of them are perfect because of course every
person’s situation is different. The reality is that
we each have a personal inflation rate.

Confusingly there are now 3 rates of inflation
- CPI, RPI and CPIH. These are all measures of
inflation based on a shopping basket of goods and
services.

The problem is that the government favours CPI
over RPI mainly because the rate is usually lower
than RPI. At least that’s what the cynic in me
believes.

RPI (Retail Prices Index) includes mortgage
interest payments so it is largely influenced by
house prices and interest rates.
CPI (Consumer Prices Index) takes no account of
housing costs but includes all of the other goods
and services.
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SO WHAT CAN YOU DO ABOUT IT?

Because we have had such low inflation for many
years the threat of inflation has largely been
overlooked especially by younger generations who
have never experienced it.

Well, one way to take advantage of rising inflation
and increasing interest rates would be to invest in
our discretionary fund management (DFM) service
which is run by our sister company Minerva
Money Management on the Hubwise platform.
We launched the service a year ago. It consists
of a portfolio of 15-18 funds including the CCM
Intelligent Wealth Fund which is managed by
Minerva Money Management.

As a young man in the seventies, I lived in a
decade when inflation (RPI) averaged in the
teens and peaked at 25% in 1975. Interest rates
as measured by the base rate rose to a record
high of 17% in November 1979. It all started
when the Middle Eastern Nations finally realised
they had liquid gold which they had been selling
too cheaply. That ended in 1974 when oil prices
rose four fold overnight. The price of petrol at
the pumps rose by the same amount. A 300%
increase overnight. This is what started the surge
in inflation.

Expecting inflation and interest rates to rise a year
ago we deliberately positioned our DFM service to
benefit from this likely scenario. We are invested
primarily in shares, especially UK shares which
are at their most undervalued level compared to
global equities since 1972. We also have exposure
to commodities including gold. Commodities are
very undervalued but are likely to rise strongly
in value under an inflationary environment. Jim
Mellon has recently been quoted predicting that
gold will rise in value from $1,800 an ounce to
$5,000.

Having lived through such extraordinary times
I have always been wary of the threat of high
inflation and high-interest rates because they are
great destroyers of wealth if you are not invested
in real assets by which I mean assets that are
capable of keeping pace with or beating inflation
such as property and shares. Let me explain by
way of an example.
Let’s say you have £100,000 saved in a bank
deposit account earning you 0.5% interest. At CPI
inflation of 5.1%, you are losing 4.6% a year (0.5%5.1%) in real terms (inflation adjusted). At RPI
inflation of 7.1%, you are losing 6.6% a year (0.5%7.1%).
So “cash is trash” to quote Warren Buffet when
inflation is high.
Another poor asset class when interest rates rise
is bonds. If the ECB increases the euro rate to just
2.5% it is predicted that the value of bonds will fall
by 30%. Some commentators have predicted that
the value of bonds could fall as much as 70% over
the next 10 years. Ouch!

We took the decision to not invest in bonds as it seems inevitable that their value will fall over
the next decade and probably by a considerable amount. Why invest in an asset class which is
doomed?
So if you want to invest your money to protect it against the ravages of inflation why not invest it
in a portfolio of funds designed to thrive under such conditions?
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HOW WE ADDED VALUE
FIVE TIMES OUR FEES IN
JUST SIX YEARS
We have acted as financial planners for a married couple, let’s call them John and Mary, for the last six
years. They are pretty well off with a net worth of about £8 million. John runs his own business whereas
Mary is retired. John is 63 and Mary is 61.
Over the last six years they have invested £3 million with us in three instalments in 2015, 2018 and this
year. Their investments and pensions have grown to £5 million.
We referred Mary to a final salary pensions specialist in Spring 2021 who recommended a transfer of
her defined benefits pension scheme into a Self Invested Personal Pension (SIPP). The transfer value
was £525,000.

John and Mary decided to move house in
Autumn 2021. They initially considered cashing in
£750,000 of their investments as well as selling
their holiday home in Italy and their current home
to fund the purchase of their new property.

It was a difficult mortgage for them to obtain
because neither of them have earned income
which mortgage lenders usually require in order
to offer terms. Instead, their only income was
their investment income. John was living off of
his monthly director’s loan repayments from his
business of £12,500 a month. When he initially
bought the company he lent it £500,000 too.
Mortgage lenders do not usually count directors’
loan repayments as income.

I suggested they may like to consider taking out a
mortgage for £750,000 instead on the basis that
they could secure a 5 year fixed rate mortgage
for less than 2% and that the investment returns
they could make were likely to exceed this amount
comfortably over a 5 year period barring another
Black Swan event like the Coronavirus pandemic.
They agreed. I referred them to a mortgage broker
and he secured the mortgage offer for them.
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Fortunately, my recommended mortgage broker
was aware of a few lenders who will lend by taking
into account the profits of your business as well
as your personal income. In this way, the bank was
able to lend them the money.
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(estimated investment returns net of mortgage
repayments).

This is how I calculated the value-added.
The current valuation of the portfolio managed by
us, £5m.

Total extra gains £1m
Cost £2.5m (average portfolio valuation over 6
years) x 0.85% x 6 years = £127,500 recurring fees

Investment cost £3m
Gain £2m

Initial fees £60,000

Extra gain, say, £750K (estimated value-added
portfolio gain from advice, compared to if the
clients had just invested by themselves - within the
£2m gain above).

Total fees £187,500
Value added £1m/£187,500 = 5.33, say five times.
As you can see the value we have added is five
times the fees we have charged over the last six
years.

Borrowing instead of encashing £750K from
the portfolio, gain of say £250K over 5 years

So if you are interested in value-added advice from a professional financial planner why not appoint one?
*The value of your investments can fall as well as rise and are not guaranteed.
Past performance is not a guide to future performance.
The information in this blog is a guide only and should not be relied on as a recommendation or advice
that any particular mortgage is suitable for you. All mortgages are subject to the applicant(s) meeting
the eligibility criteria of lenders.
Your home may be repossessed if you do not keep up repayments on your mortgage.
If you transfer from a Defined Benefit (DB) scheme (final salary) to a (DC) Defined contribution scheme,
you may lose the guaranteed lifetime income from your DB scheme, for you and your dependants and
may have less income in retirement, particularly if the value of your pension pot falls, as you may run
out of money in your lifetime and a transfer may not suitable for you. Please refer to a pension transfer
specialist for this type of advice.
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FOUR THREATS TO YOUR
WEALTH AND WHAT TO DO
ABOUT THEM RIGHT NOW
Forget a double whammy. We are in for a
quadruple whammy very soon.

INTEREST RATES

What am I talking about? The four imminent
threats are energy price increases, interest rate
rises, taxation increases and inflation rises. These
are very real threats to your wealth which you
should tackle as soon as possible.

When interest rates rise it is best not to invest in
assets such as corporate bonds and government
securities because their values will fall inevitably.
A rise in interest rates to just 2.5% could lead to
bond prices falling by 30%. So reduce or eliminate
your investment in bonds.

So what should you do about it?

Final salary pension transfer values will also fall
especially if interest rates rise by 2-3%. A similar
fall in values to that of bonds wouldn’t be at all
surprising if this were to happen. So if you are
seriously considering transferring your final salary
pension scheme just be aware of this as it will no
doubt affect your decision.

ENERGY
The government cap on how much energy
companies can charge will end on 1 April. This
isn’t an April Fool’s joke. Prices are set to rise by
54% for many consumers. This is no laughing
matter.

If you have a mortgage consider switching to a
5 year fixed rate at about 2%. Based on current
CPI inflation of 5.4% you will be repaying your
mortgage with depreciated money hence you will
be saving money in real terms (inflation adjusted).

In the short term, there is little you can do about it
but Martin Lewis of moneysavingexpert.com has
recommended opting for the variable price rate
currently as the fixed-rate deals are poor value for
money at the moment and energy prices are likely
to fall from their current high levels.
https://www.moneysavingexpert.com/
news/2022/01/martin-lewis--the-energy-pricecap-s-now-predicted-to-rise-a-hor/
In the longer term, you should seriously consider
installing solar panels unless you already have
them of course. In addition, you might like to
consider installing a battery to store the energy
you produce. A client of ours has done this and he
claims his electricity bills are now extremely low.
Worth considering.

 01908 523740
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TAXATION

You can change your car to an electric one which
is far cheaper to maintain than a diesel or petrol
car. If you are lucky enough to be given a company
car, make sure it is a 100% electric car (zero CO2
emissions) then the benefit in kind taxation is
extremely low at 1% of the value of the car when it
was first registered.

Employer’s and employee’s National Insurance will
rise by 1.25% each in April and dividends will be
taxed an extra 1.25%. It may not sound much but
percentage wise these are very large increases.
If you run your own business limit your salary to
£8,000 a year and pay yourself dividends. Pay as
much as you and your company can afford before
5 April to avoid the dividend tax increase.

Do bear in mind that if your overall taxable income
is above about £50,000 a year you will pay higher
rate tax which will negate the NIC savings.

If you are employed and you are due a bonus, ask
your employer to pay it to you before 5 April.

Tax shelter as much money as you can into tax
advantaged investments such as pensions and
ISAs which receive dividends tax-free.

INFLATION

You can reduce your spending altogether.
Economise until inflation subsides then spend
more.

Inflation is soaring and it is about to get even
worse.

As mentioned above you can change your car to
an electric one which is far cheaper to maintain
than a diesel or petrol car. It will cost far less to
own and run if it is a company car too.

In respect of your investments, it is best to
invest in real assets such as property, shares,
commodities, gold etc when inflation rises as
these assets are historically good hedges against
inflation.

Solar panels and a battery will substantially reduce
your electricity costs too.

As for expenditure it is difficult to avoid rising
prices altogether but you can always adjust
your spending and lifestyle even if it is only for a
temporary period of time. Remember everyone
has a personal inflation rate. You can reduce your
spending on highly inflated items for example.

Apart from reducing expenditure you can also
increase your income so consider creating second
incomes or side hustles as they are now known.
Concentrate on passive income such as from rent,
dividends and business.

Don’t let these four threats get you down. Create your own plan and action it.
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READ:
In the Psychology of Money, the author shares 19
short stories exploring the strange ways people think
about money and teaches you how to make better
sense of one of life’s most important matters. It offers
timeless lessons on wealth, greed and happiness.
Doing well with money isn’t necessarily about what
you know. It’s about how you behave and behaviour is
hard to teach, even to really smart people.
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At the age of 17, Frank Abagnale, Jr. became the most successful
bank robber in the history of the U.S. FBI Agent Carl Hanratty
(Tom Hanks) makes it his prime mission to capture Frank and
bring him to justice, but Frank is always one step ahead of him.

USE:
This brain-training program is designed to improve
your focus, speaking abilities, processing speed,
memory, math skills and more. Get a personalised
training program that adjusts the more you use it to
maximise your results.
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The true story of Frank Abagnale, Jr. played by Leonardo
DiCaprio. Frank was a teenage con artist who managed to
convince people at various times that he was an airline pilot, a
doctor and a lawyer. He was a master of deception and also a
brilliant forger.
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YOUR BOOK, FILM AND APP RECOMMENDATIONS
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MEET VICKY CORDEN
INTERVIEW

HOW LONG HAVE YOU BEEN AT WEALTH
AND TAX?
I started at Wealth and Tax in January 2022.

WHAT DID YOU DO BEFORE YOU CAME
TO WEALTH AND TAX?
After leaving university I had some retail roles,
marketing roles and then found a role as an
administrator which is what I have enjoyed most
so far.

WHAT ARE YOUR RESPONSIBILITIES AS AN ADMINISTRATOR?
The role is very adaptable and I would say it is my job to ensure the office runs smoothly. I set
up meetings with clients, maintain and update client data, help with social media and update
the website and help create a positive work environment.

WHAT WOULD A TYPICAL DAY AT WORK HOLD FOR YOU?
The role can be very different from one day to the next. I reach out to clients to book meetings,
help out around the office, create social media content, answer any phone calls and update
client information when necessary.

WHAT DO YOU THINK CLIENTS MOST APPRECIATE ABOUT WHAT YOU DO?
I think I enjoy helping people, I would like to think this is reflected in the way I talk to clients.
Having a calming presence when answering enquiries and taking messages is often
appreciated by clients.
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WHAT DO YOU ENJOY MOST ABOUT YOUR JOB?
I enjoy being in an environment to learn, this role is very varied and I am constantly learning
and developing myself in an environment with very knowledgeable people. It inspires me to try
harder and better myself.

DO YOU HAVE ANY PLANS TO DEVELOP YOUR ROLE?
Honestly, I think after all the chaos of the last two years I am just happy to get back to a regular
routine, once I am settled I may look to the future but I am enjoying what I am doing at the
moment.

OUTSIDE OF WORK, WHAT HOBBIES AND PASTIMES DO YOU ENJOY?
I really enjoy cooking, going to the cinema, travelling, scuba diving and am a big animal lover. I try to
visit family as often as I can and like to go for walks with the family dog.
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DATES FOR YOUR DIARY
APRIL 5TH - TAX YEAR ENDS
APRIL 6TH - STATE PENSION INCREASES
APRIL 6TH - THE RISE IN NATIONAL INSURANCE
APRIL 6TH - DIVIDEND TAX RISE
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