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Strong and steady growth continues at Cardale
This has been another year of solid progress for the Cardale group, according to Ashley Alger, Chairman and Chief Executive.  New 
client mandates have grown strongly once again and, together with excellent investment performance, have resulted in the group’s funds 
managed reaching record levels.  

“The majority of our new business is introduced via personal recommendations which 
is most pleasing, as we feel it demonstrates that we are succeeding in delivering a 
high quality service and providing good value to our clients,” he commented.  “Our 
aim is to be clear, transparent, and consistent in everything we do, always putting the 
clients first thereby continuing to earn their trust:  this has been and always will be our 
overwhelming focus.”

Client security

Following successive years of growth, the business is in better shape than ever to 
meet the considerable future demands; in particular, those in respect of the ongoing 
regulatory reforms.  The introduction of MiFID II (Markets in Financial Instruments 
Directive) and enhanced CASS (Client Assets Sourcebook) rules are next on the horizon 
and will have a significant impact on how Cardale operates.

“Implementing and monitoring these regulatory changes is resource intensive and we 
will continue to invest in our people and systems to ensure we can meet all these 
demands,” added Ashley.  “The preservation of client’s capital remains our highest 
priority, but so is the security of our client’s assets.”

“Therefore, with the contribution of skilful investment management and a robust 
operating infrastructure we feel we are well positioned to do this.” Ashley Alger, Chairman and Chief Executive

New arrival at Cardale  
Financial Planning
“I am delighted to report the appointment of Peter Heckingbottom as Director 
and Chartered Financial Planner to our Cardale Financial Planning subsidiary.  This 
is a significant appointment which supports Cardale’s growth plan” says Ashley 
Alger.  “Peter’s appointment will complement our already strong Financial Planning 
department and he brings with him a wealth of experience and knowledge at both 
board and client level.

“Peter will join us after fulfilling his current contractual obligations as a Director of a 
leading financial services business based in Yorkshire.  He has over 33 years’ experience 
within the financial services sector. This included his appointment as managing director 
and investment director of the north east hub of that business, providing financial 
advice to high net worth clients, working within retail banking, business development 
and board involvement.  In his spare time Peter enjoys spending time with his family, 
playing golf socially, fine wines and music. Peter will join us in early April 2016, when 
we look forward to welcoming him to the team.”

Peter Heckingbottom

Inside this issue…
Keep up to date with tax changes and planning opportunities * find out what Brexit 
may mean for investors * read our views on the investment climate for 2016 * make 
the most of the pension planning window before April 2016.
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Congratulations to Steve!

Plan ahead for new dividend tax regime
Tax expert John Osbaldeston considers the planning 
opportunities ahead of changes to the dividend tax rules in 
April.  

One of the more notable announcements in last summer’s budget 
was the introduction of a new tax regime for dividends. These 
changes are not yet statutory, and there may be further points to 
consider when full details are announced in the March Budget. 
However, it is clear that from April 2016 the Dividend Tax Credit 
will be replaced by a new tax-free Dividend Allowance. 

The Dividend Allowance is available to anyone who has dividend 
income and means that you won’t have to pay tax on the first 
£5,000 of your dividend income, no matter what non-dividend 
income you have. 

Headline rates of dividend tax are also changing. You’ll pay tax 
on any dividends you receive over £5,000 at the following rates:

• 7.5% on dividend income within the basic rate band;

• 32.5% on dividend income within the higher rate band;

• 38.1% on dividend income within the additional rate band.

The Government state that these changes will mean that only 
those with significant dividend income will pay more tax, and 
that investors with modest income from shares will see either a 
tax cut or no change in the amount of tax owed. However, basic 
rate taxpayers currently pay no additional tax on any dividend 
income, whereas from 6 April 2016 they will pay tax at 7.5% on 
any dividends above the £5,000 allowance.  Dividends received 
on shares held in an ISA will continue to be tax free. 

Clearly, people with large share portfolios will be affected by the 
changes. After taking into account the extra tax on dividends 
paid from those shares, their net investment yield after tax will be 
markedly reduced. 

Even small and medium-sized enterprise shareholders with 
relatively modest personal share portfolios may be affected. For 
example, if they were to receive £5,000 or more of dividends 
from their own company, that would use up their entire £5,000 
nil-rate amount. In effect, that would result in dividends from 

their investment portfolio, however modest, being fully exposed 
to the extra 7.5% tax.

The following approaches may help mitigate the effect:

• ensure the £5,000 allowance and rate bands of a spouse or 
civil partner are also used;

• reduce other income to control the rate;

• defer income to control rates (with investments – one choice 
being an offshore investment bond);

• consider investment wrappers such as ISAs and venture 
capital trusts for tax-free dividends; and

• consider self-invested personal pensions or other pension 
arrangements.

John Osbaldeston, Senior Tax Manager

Steve Moss-Blundell,  
Chartered Financial Planner

Cardale is pleased to report that in December 
2015, Steve Moss-Blundell of our Financial 
Planning subsidiary obtained chartered 
status from the Chartered Insurance Institute 
(CII).  

The title ’Chartered Financial Planner’ is 
the most widely accepted ’gold standard’ 
qualification available for professional 

financial planners in the UK.  Only around 
10% of financial planners hold this title.  

Steve is an affiliate member of The Society 
of Trust and Estate Practitioners (STEP)  and 
is also working towards becoming a Fellow 
of the CII.  Well done Steve!

Specialist advice may be required, and more sophisticated solutions may need consideration especially if large amounts of tax 
are at stake.  For assistance, please get in touch with your usual contact at Cardale or John or Alex Gibson in the tax department. 
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Richard Whiteley, Executive Director

BREXIT – should we stay or 
should we go?
I am sure BREXIT - Britain’s exit from the European Union (EU) - will 
become a word we are sick of hearing over 2016, if the referendum 
promised by David Cameron happens later this year, rather than by 
the end of 2017 as originally suggested.  With no firm date agreed, 
and negotiations in their infancy, we are likely to see a constant 
stream of screaming headlines and shock polls and the media deluge 
is likely to be even lighter on facts than usual!  

At the moment, the public appears closely divided on whether to 
stay in the EU, if improved terms can be achieved by the Prime 
Minister, or simply leave and hope that the favourable arrangements 
we currently enjoy through EU membership will be maintained by 
agreements.  Such agreements do exist between EU and non-EU 
nations, although I doubt the 27 EU members would be too inclined 
to support the UK in this way if we vote to leave.

Although it is too early yet for us to make any judgement on how 
to prepare for the vote, it is likely that sterling will bear the brunt of 
any volatility.  Currencies in general are something that we need to 
watch very closely, given the volatility which has reappeared over 
the last few years.

Keeping an eye on currency swings

We are often asked about our overseas exposure and how we 
favour areas in particular and, as usual, valuation is of paramount 
importance but currency swings also have to be taken into account.  
It has always been a mug’s game trying to forecast what happens 
to currencies but, given the wide swings seen recently and the 
steps central banks have taken to either weaken or strengthen their 
currencies, I think currency management has become even more 
important in managing investment portfolios.

Recent attempts by Switzerland and Sweden to weaken their 
currencies, by moving interest rates into negative territory, have 
resulted in savers actually paying banks for holding their cash.  In 
Switzerland, some tax payers have recently faced an unusual request 
from fiscal authorities: to delay settling their tax bills until as late as 
possible – something we can only dream of in the UK! The Swiss tax 
authorities have ended discounts for early payment of tax bills, and 
the interest rate charged on overdue tax liabilities is now zero. The 
tax authorities have to pay interest on depositing cash with the Swiss 
banks as a result of negative interest rates for savers. 

Performance of key currencies

For sterling, expectations of an increase in interest rates in 2015 kept 
the pound high against most major currencies, particularly the euro.  
We saw a near 12% rise at one point, between the UK pound and 
the euro, at a high of over 1.44, although the exchange rate settled 
down at around 1.35 by the year end and has since fallen further.

The decision by the Bank of England to delay putting up UK interest 
rates took the shine off sterling, but the US Federal Reserve’s decision 
to increase interest rates finally, after more than a decade, resulted in 
the dollar being the strongest currency over 2015 with the currency 
basket increasing by nearly 10% over the year.

The main casualties of the US dollar’s strength were the emerging 
markets, where a lot of their debt is in US dollars; commodities 
which fell by around 30% on average over the year (including gold); 
and the oil price which is still on a downwards spiral. When looking 
at portfolios, we need some idea as to how we think currencies will 
affect performances.  Whilst we have been heavy buyers of European 
bonds, property and equities at around the 1.40-1.41 euro to the 
pound level, we are becoming increasingly uncomfortable about the 
exchange rate with the US dollar which is starting to look expensive 
for a UK investor. 

Value in emerging markets

However, as Mark Puleikis mentions in his commentary, the 
outstanding value appears to be in the emerging markets.  Sterling has 
certainly risen sharply against just about all of the emerging market 
currencies, and at current levels any recoveries in the currencies and 
markets will have a double return for a UK investor.

A weak currency normally helps an economy recover (hence the 
attempts by Sweden and Switzerland to make their currencies less 
attractive) with exported goods being that much cheaper.  The 
merry-go-round is likely to continue for some time yet, given the 
genuinely divergent monetary policies amongst the major central 
banks.  Active quantitative easing programmes are still underway in 
Europe and Japan, set against rising interest rates in America and, in 
all likelihood, the UK later this year.
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Hull News
Over recent months the Hull office has seen a significant number of enquiries on the subject of family wealth planning, with clients 
particularly interested in exploring gifting opportunities and succession planning. This area in particular has been an excellent opportunity 
for us to work closely with our colleagues in Cardale Financial Planning to identify and manage potential issues and solutions for our 
clients. In many cases we deal with two or three generations of the same family which allows us to provide continuity between family 
members. 

In addition, we have also had the opportunity to assist some clients with the consolidation of their pensions into a more efficient and 
cost-effective solution. This again has been in tandem with our Cardale Financial Planning team.  In many cases, clients have accumulated 
a number of different pensions over their working career. With recent changes to pension regulations, we have been able to help them 
combine each plan into one serviceable product. We would expect this particular area of our business to continue to grow as our client 
base matures over the forthcoming years. 

Make the most of the new 
Marriage Allowance
You may be able to save up to £212 of income tax, says Alex 
Gibson, Tax Manager.

From 6th April 2015 spouses/civil partners who are not fully using 
their personal tax allowance can elect to transfer up to £1,060 of 
their allowance to their partner, saving as a couple up to £212 of 
income tax.  The key points for the election are:

• your annual taxable income is £10,600 or less;

• your partner’s taxable income is between £10,601 and 
£42,385;

• you were born on or after 6 April 1935.

If you do not file tax returns, the only way to make this election is 
online.  The election remains in force until you advise HM Revenue 
and Customs otherwise.  If you file a tax return, the election can 
be made after the year end through the tax return and is in force 
for that tax return year. 

Buy to let landlords face tax 
relief changes from 2017
Currently, individuals who use debt to finance buying residential 
‘buy to let’ properties can claim a tax deduction of up to 40-45% 
for the debt interest.

However, from 6 April 2017, residential buy to let landlords face 
a restriction in the tax relief available on this interest. This will be 
phased in over the four years from 6 April 2017.  Thus from 6 
April 2020 tax relief on interest will be restricted to the basic rate, 
currently 20%.

It is easy to think this won’t affect basic rate taxpayers.  However, 
because the new legislation requires that profits are computed 
regardless of interest payments, basic rate taxpayers may find 
themselves crossing into a higher tax rate.  For example, a taxpayer 
who receives rental income after expenses of £15,000, but before 

interest payments of £8,000, will find from April 2020 that 
they are taxed on profits of £15,000; formerly they would 
have been taxed on £7,000 (£15,000 less interest of £8,000).  
This “extra profit” of £8,000 could result in a taxpayer being 
pushed into a higher tax bracket, with relief for the interest 
only at 20%.  

Using current tax rates and taking the worst case scenario that 
all the “extra profit” is taxable at the higher 40% rate of tax, 
this means the taxpayer will have to pay £1,600 more tax.

Alex Gibson, Tax Manager
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Market commentary
Cardale research expert Mark Puleikis analyses the investment 
climate for 2016.

Since the 2008 financial crises, a recurring observation from 
market commentators, fund managers and economists is that the 
investment outlook has never been more uncertain. 

We don’t necessarily disagree, but then the investment outlook 
has always been uncertain.  Economics is not a science in the true 
sense of the word and economists remain unable to consistently 
predict even the most fundamental economic measures such as 
GDP, interest rates and inflation. 

Without being able to forecast such critical measures, it’s more 
difficult to predict the timing and movements of exchange rates, 
market levels and commodity prices. Who, for example, could 
have predicted that the oil price would double, halve, double 
and then halve again, all in the last seven years? 

Investing has always been a profession filled with uncertainty and 
today is no different.  However, there are always opportunities to 
find incorrectly valued assets, either in absolute or relative terms.  
This is where we continue to focus our attention when building 
client portfolios.

Lessons from 2015
2015 was another year when investors found it difficult to make 
a real return. Globally, interest rates remained at historical lows 
(they are now starting to nudge up, marginally and slowly).  
Therefore a bank deposit account continued to guarantee losses 
after taking inflation into account. 

Global equity markets fell by 2% but this hides a lot of volatility 
along the way. Emerging market equities were down 16%, the 
FTSE 100 was down (again) by 5% and Europe was one of the 
few highlights, up 6%.

Fixed interest markets fared no better, with UK gilts down 2%.  
US high yield bonds were weak, particularly in the second half 
of the year. The most disappointing asset class was, once again, 
commodities which in aggregate fell by 26%, having already 
fallen by 16% in 2014. Commercial property was one of the few 
asset classes to show solid gains, with a rise of 9%.

Prospects for 2016
Looking forward, our views have not materially changed over 
the last twelve months. We continue to believe that bond 
markets are overvalued, and as far as possible we are avoiding 
large parts of an asset class priced to mean that investors will 
likely lose money in real terms. 

Equity markets continue to look fair value, relative to other 
assets; however, there are always individual stocks that we find 
exciting and mis-priced. Perhaps of most interest are emerging 
market equities, after the fall last year, and valuations here 
are starting to suggest decent returns over a medium term 
time horizon. It’s an area where we are therefore looking to 
increase our exposure.

After another rewarding year in commercial property, we are 
getting closer to fair value and returns in 2016 are likely to 
be more pedestrian than in recent years.  We will still look to 
retain an interest in this area within the current environment, 
but are keen to avoid exposure to the South East, which looks 
fully valued to us. 

Questions about commodity 
prices
One of the big decisions to make is when will commodity prices 
turn or even start to stabilise? The honest answer is we are not 
sure! We don’t think there is a mad rush to make further major 
allocations to the sector yet.  After all, Saudi Arabia/Opec are 
adamant about keeping oil prices low in the hope of putting 
some of their North American competitors out of business and 
this might take another year or two. 

Whilst in absolute terms, China’s growth remains enviable, 
the country’s infrastructure boom also looks unlikely to be 
repeated, making a rapid boost to metal prices doubtful, 
particularly with industry supply remaining high. However, 
many commodity producers are now trading close to their net 
asset value for the first time since the 1990’s.  This might be a 
signal to start paying closer attention as and when we start to 
see more rational and stable pricing returning to the market.

Mark Puleikis, Ian Wood, Research Analysts
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Don’t miss out on maximising pension contributions

Cardale Financial Planning team L to R Sally Rollinson,  
Steve Moss-Blundell, Martin Gunby and Peter Bainbridge
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The annual and lifetime allowances for pensions were significantly 
reduced in 2011 and 2014. The lifetime allowance will reduce 
again, to £1 million, in April 2016, with a tapered annual allowance 
for those with adjusted income over £150,000 a year, warns Peter 
Bainbridge of the Cardale Financial Planning team. 

The Government is also consulting on radical changes to tax relief, 
with a decision expected in March.  The result will almost certainly 
be a further significant reduction in pension tax relief in the next 
Budget.

Chancellor Osborne has a mandate to produce a balanced budget 
by 2020 without increasing direct taxes.  With pension tax relief 
said to cost the Exchequer close to £50 billion each year, and most 
of it being claimed by higher rate tax payers, it’s an obvious and 
probably irresistible target.

The good news is that, with the ability to carry forward unused 
allowances from the previous three tax years, there is one, perhaps 
final, opportunity to maximise pension contributions before this 
tax year end. There are significant benefits in doing so, including 
the ability to:

• obtain 45% tax relief;

• restore all or part of a personal allowance in the income band 
over £100,000;

• reduce income to a level enabling the retention of child 
benefit;

• make a final contribution before opting for protection to 
preserve the £1.25 million lifetime allowance.

The newly introduced pension flexibility, and the changes to death 
benefits, mean that building a significant money purchase pension 
pot has never been more attractive as part of your retirement and 
inheritance tax planning. 

The Cardale Financial Planning team would be pleased to 
help you ensure that you make the most of the remaining 
opportunities.   


