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Downsizing could mean lower overheads 
as well as the extra cash from the sale 
of your home. But there are factors to 
consider before you make the decision. 
From reducing household bills to boosting retirement savings, 
there are plenty of reasons why people choose to downsize 
and move to a smaller property.

It’s important to consider interim costs, however, like whether 
you decide to rent in the area you’re thinking of moving to,  
as the search could take some time. There are also fees to  
pay when selling your home including stamp duty, survey 
costs, legal expenses, agents’ fees and moving costs. Your 
adviser will be able to help breakdown these costs for you. 

Practical benefits of downsizing 

Along with cutting your bills, helping you to pay off debt and 
putting some money towards your retirement savings goals, 
downsizing has other benefits too. 

The stress of maintaining a larger home might become 
unmanageable as you grow older – leaving you out of pocket 
and physically drained too. Moving to a less expensive-to-run, 
smaller home could make your life simpler, leaving you  
with more time to do the things you enjoy during your 
retirement years. 

Downsizing and tax

Your financial adviser can guide you through the tax 
implications for downsizing, like inheritance tax and whether 
your estate may still be able to benefit from the residence  
nil rate band (RNRB) even if you have downsized your property 
before your death. The rules around this are complex and 
often come with qualifying conditions, however, so it’s 
essential to let your adviser examine your options and 
potential tax implications beforehand. 

If you’re considering downsizing, your adviser can expertly  
guide you through the process, explain your options and  
ensure you are fully informed throughout the process
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The pros and cons of downsizing

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE

Plan ahead when downsizing

It pays to plan ahead for the type of home you need when  
you’re downsizing. Your mortgage adviser can help you do 
this and ensure you’re buying somewhere that’s the right 
size for you, as well as keeping you updated on what your 
eventual mortgage payment might be. They will also be 
able to explain the advantages and disadvantages of other 
options, like moving to a retirement village.

It’s an emotional decision too, especially if the home you 
are selling is where your children grew up and holds happy 
memories. Talk about it as a family so that you are all clear 
about the reasons for the move. Thinking about your future 
and planning what your retirement income and outgoings 
could be – in your current home compared to a smaller one 
– is also something your adviser can help with. 

Things to think about if you’ve made the decision  
to downsize:

• �Clear out any clutter before you move and consider  
selling items (like furniture) you will no longer need.

• �Look at your home and assess whether any repairs are 
needed before you sell. Your mortgage adviser can help  
you with this. 

• �Your adviser will also be able to factor in the costs for 
selling your home and moving to a new one, to help  
you budget. 

• �Think about how much space you will need in your new 
home, for hobbies, work and when guests come to stay.
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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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 Get savvy against  
 financial scammers
Retired teachers Paul and Mary are devoted 
parents and grandparents to their three 
children and eight grandchildren.

As their family started to grow, they decided they wanted to 
begin saving for their grandchildren’s future. Disappointed with 
the returns from their savings accounts, they decided to look 
into other investment opportunities. After comparing a number 
of companies online, they settled on one and made a £30,000 
bank transfer. Within just a few months, their initial investment 
had grown sizably.

Soon afterwards, their eldest grandchild passed his driving 
test. They decided they’d like to buy him a car, so they  
made a withdrawal. Being able to do this so easily cemented 
their trust in the investment company. Over the next year,  
they made several more deposits.

Paul and Mary then agreed they’d like to help one of their 
children with a deposit for a house. However, when they tried 
to withdraw most of their original investment, they couldn’t 
access their money or get through to the company by phone, 
email or any other means. It was at this point, they realised 
they’d been scammed.

On top of wiping out most of their life savings, the scam took 
a toll on the couple’s mental health. They both suffer from 
feelings of embarrassment and guilt, and Paul has developed 
severe depression.

Anyone can fall victim to a financial scam
Although Paul and Mary feel foolish, financial scams can  
be extremely sophisticated and trick the savviest of us.  
We’re used to hearing stories about elderly and vulnerable 
people being conned but recent research by Lloyds Bank  
found 18 to 24 years olds are most likely to fall victim  
to investment scams, making up approximately 25% of  
all cases. And, in fact, victims aged under 45 account for  
70% of all reported investment scams.

Types of financial scam
Financial scams take many forms including  
high-return investment opportunities,  
like the one Paul and Mary fell for, pensions  
transfers and health insurance supplements.  
Criminals use phishing (emails) or smishing  
(texts) to impersonate trusted organisations  
and trick people into giving away their  
personal information or money.

Top tips to avoid being scammed
1	� Follow the advice of UK Finance’s Take Five  

to Stop Fraud campaign
	 •	 �Stop: Take time to stop and think before  

parting with money or personal information.

	 •	 �Challenge: It’s OK to refuse or ignore requests  
that make you feel uncomfortable. Only criminals 
will try to rush or panic you.

	 •	 �Protect: Tell your bank immediately if you  
think you’ve fallen for a scam and report it  
to Action Fraud.

2	� Great deals don’t come looking for you
	� Scammers often advertise on social media and  

the internet. They may also send ‘deals’ by email, 
phone, or direct message.

3	� Make sure it’s genuine
	� As in Paul and Mary’s case, scammers can easily  

set up fake companies, profiles and websites.  
Don’t underestimate the lengths a fraudster will  
go to in order to convince you they’re genuine.  
Before parting with any money, it’s a good idea  
to seek professional advice. You can also use the  
FCA website to check the details of financial  
services companies.

4	� Protect your payments
	� Consider your payment method. It’s very hard  

to get money back if you pay by bank transfer.  
Paying by card offers the greatest protection.
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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.



GENERAL

 Is it better to gift a property  
 or leave it in your will?
Before passing away, Maggie gifted her house 
worth more than £700,000 to her son Bruce but  
still remained living there, paying a token amount 
of rent. Nine years later, following Maggie’s 
death, Bruce was surprised to be landed with  
an inheritance tax bill for the property.

What did Maggie do wrong?
Maggie knew if she died within seven years of gifting Bruce 
her house that he may well end up paying inheritance tax on 
it. She also knew enough to pay Bruce rent after gifting him 
the property. However, the amount she paid was well below 
the market rate and this is where she fell foul of inheritance 
tax laws. By only paying a token amount of rent, the house 
remained part of Maggie’s estate and Bruce was hit with  
a hefty inheritance tax bill.

How to decide whether to gift a property or leave  
it in your will?
There are no easy answers to this. There are a lot of 
complicated tax rules to consider and the best approach 
will depend on your individual circumstances. Whatever the 
situation, it’s an important decision and one best made as  
a family. We’ve looked at the pros and cons of both to give  
you an idea of the kind of things you’ll need to consider.

Leaving a property in your will
The first thing to do is find out the residence nil rate band 
(RNRB) allowance for the property in question. If, like Maggie, 
you’re leaving your main home to a child or grandchild,  
they’ll benefit from an extra £175,000 tax-free allowance  
on top of the standard £325,000. This means you could leave 
an estate worth up to £500,000 and there’ll be no inheritance 
tax to pay. And if you and your spouse are leaving a joint 
estate, that doubles to £1m.
Maggie’s husband Bill died in 2019 and the executors  
of the estate can also claim Bill’s residence Nil Rate Band.  
This means that the £675,000 can be claimed as an amount 
where no inheritance tax is applied, meaning this £675,000 
remains inheritance tax free.
The benefits of leaving a property in your will are that you’ll 
retain control of it, it isn’t generally at risk from anyone  
else’s divorce, death, or bankruptcy and, currently, there’s  
no capital gains tax to pay for the beneficiary.
Working with a professional financial planner, it would have 
been possible for Bill to leave ‘assets to the value of the  
Nil Rate Band’ and have what is called a ‘Will Trust’ written  
into the will. As this is a specialist area, it is important  
to discuss with a professional and consider the options.

Gifting a property
If, as in Maggie’s case, the property is worth more than  
the RNRB, you may want to consider passing full ownership  
to a child. You then need to move out or, as Bruce found  
out to his cost, pay rent at the going market rate.
There are many reasons people choose to gift a property: to 
minimise inheritance tax; to provide financial help to loved ones 
sooner rather than later; or to avoid care home fees. If you’re 
considering it for the latter reason, you should be aware that 
anti-avoidance rules are designed to stop people doing this.

If you gift a property, you’ll lose control of it. But once  
the transfer of ownership takes place, so begins the seven  
year countdown for removing the property from inheritance 
tax liability.

Right sizing
Another option for improving your quality of life into old  
age and helping the kids out at the same time is right sizing.  
In other words, selling the family home and buying somewhere 
that is easier to manage and better suits your needs as you 
get older. This option generally releases equity, which can be 
used to give loved ones a financial boost while you’re still alive. 
Alternatively, you could investigate a lifetime mortgage as an 
option for releasing money to gift away now.

Insuring against inheritance tax
Another possibility Maggie could have considered is taking  
out whole of life insurance. This would have provided a  
tax-free lump sum on death to cover Bruce’s inheritance 
tax bill. Writing the policy into trust would have ensured any 
payout wasn’t included as part of Maggie’s estate.
However, policies can be expensive and HMRC would have 
treated the premiums as a lifetime gift if Maggie paid them 
herself. Bearing this in mind and considering Bruce would  
have been the person to benefit from the insurance cover,  
it would have made sense for him to pay the premiums  
if he was keen to go down this road.

Key takeaways:
•	 �When deciding whether to gift a property or leave  

it in your will, you need to focus on what you’re  
trying to achieve.

•	 �The benefits of leaving a property in your will are  
that you’ll retain control it for the rest of your life,  
it isn’t generally at risk from anyone else’s divorce, 
death or bankruptcy and, currently, there’s no capital 
gains tax to pay for the person who inherits it.

•	 �Gifting a property can be used to minimise inheritance 
tax and allow you to provide financial support to  
loved ones before your death.

•	 �Right sizing may improve your quality of life and  
release equity.

•	 �It’s possible to insure against inheritance tax but  
it can be expensive so it may be more appropriate  
for beneficiaries to pay the premiums.

•	 �Professional advice can help you and your loved ones 
understand the various implications of the different 
options and allow you to make informed decisions.

The importance of professional advice
As you can see, estate planning is far from straightforward  
so it makes sense to work with a financial adviser who can 
look into different scenarios and help you and your loved  
ones make informed decisions.

Get in touch
If you’d like help to create a financial plan to structure 
your assets to be more tax-efficient before your death,  
we can help. Please get in touch to arrange a time to chat.

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.
Past performance is not a reliable indicator of future performance and should not be relied upon.
Approved by The Openwork Partnership on 19/07/23.
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