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Investing for income is a long established investment strategy. First of all, it may be appropriate for 
those seeking to use a capital sum to generate an income from their investment. Others may choose to 
invest in specific funds which are designed to produce an income. It’s also possible to reinvest the 
income, which could over a number of years, make a significant contribution to the overall investment 
return. 
Investors will generally look out for two types of investment, fixed interest funds or equity income 
funds which invest in stocks that have a track record of paying out dividends. 
In the case of fixed interest funds, the funds invest in either in government debt – known as gilts in the 
UK - or corporate bonds issued by companies to raise money on which they then pay a rate of interest.

In the case of equity income funds, a fund manager will identify firms that have a reliable track record 
of paying dividends. They tend to be more mature businesses usually in the mid cap or large cap sector.

How diverse is your portfolio?
The market globally has seen some interesting developments. For example many emerging market 
nations are offering inflation linked government bonds while the number of companies globally that 
pay reliable dividends has been increasing. These developments have extended the investment 
universe significantly.
Of course, many fund managers see many opportunities in the UK in both corporate bonds, and in 
income producing shares though recent problems at BP, which briefly suspended its dividend, may 
suggest investors need to consider how diversified their portfolio is. 
However neither strategy is without risks.   
For example, the economic crisis means that government bonds are much riskier, particularly in 
Europe, while returns on all bonds are vulnerable to inflation.
Investment in equity is usually even higher on the risk scale.
If you have decided to focus on investing for income you may consider investing in a new fund perhaps 
with this year’s Isa allowance. Otherwise, if you have a larger portfolio, you might tilt your asset 
allocation. You may wish to move some interest paying cash savings. Overall cash deposits are safest 
with the least risk to both the capital sum and any desired income level but that usually means returns 
are low and can be eroded by inflation.

If you are considering changing your investments to increase your income, please contact your 
IFA, who can help you match your attitude to risk to the appropriate investments.
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From the start of 2012 as part of the Retail Distribution Review, the way in which you are charged for and pay for 
independent financial advice will change. 

Up till now your adviser may have been paid by commission from a pension company or fund manager when the 
adviser recommended their product or fund. Your adviser will have used this commission as payment for the 
advice and services you have received and may have specifically offset any fee for those services against those 
commission payments.

Changes to Financial Adviser Charges in the UK

Although all commission payments have had to be fully disclosed for many years, the regulator has continued to 
have concerns that the system risked biasing some recommendations. Therefore from January next year, pension 
providers and fund managers will be banned from paying commission. 

Advisers will now be required to agree charges for the work they do and take payments under a new system 
known as adviser charging or customer agreed remuneration. They will still be able to take payment from the 
pension or fund, perhaps a certain amount upfront and then an on-going charge. This must be agreed with you.

The product provider will have no role or influence in setting the level of the charges for advice though it may 
facilitate the payments. For ongoing advice and reviews, your adviser should provide you with a service level 
agreement, setting out what you are paying and the services you can expect for it.

In addition, some commission will continue be paid on various insurance products such as critical illness 
insurance, income protection insurance and life insurance, though as happens currently, your adviser will disclose 
this commission to you. 

If you have any questions about this change and how it will affect you 
please contact your IFA.



Trusts are still worthy
Despite Government changes, trusts should still be at the heart of any estate planning scheme.
Trusts represent a very useful planning tool in particular allowing you to pass assets on to your beneficiaries 
while potentially mitigating the impact of inheritance and other taxes. 

The Government has, however, slowly tightened up the system in recent years and the tax treatment is less 
generous than in the past. However trusts should still be at the heart of any estate planning strategy, and they 
are not, unlike common perceptions only for the very wealthy. 

The trust is created when the settlor (the person who creates the trust) transfers assets to the trustees, who hold 
the assets in trust for the beneficiaries.

There are host of reasons for setting up a trust. You may have a property in which you wish someone to retain a 
life interest, so they can live there before it passes to your beneficiaries or to allow one person to receive rent 
from a property but to leave the property to someone else on their death. You may wish to create a trust that 
pays income to several children perhaps where you don’t wish them to receive the assets in one go. You may 
wish to create a trust that leaves assets not just to existing but also to future grandchildren. You may wish to 
create a trust structure if you are part owner or owner of a business as part of business protection planning. 
But the rules have become less generous. 

Apart from trusts for disabled beneficiaries, all discretionary trusts created on or after 22 March 2006 are likely 
to be subject to IHT, at the time the trust is created and every ten years thereafter until the trust ends, and on 
assets leaving the trust. The exact amounts very for instance, for smaller trusts it may be possible to use the nil 
rate band so that no IHT is payable when the trust is created.

Many trust beneficiaries were also hit by an income tax rise and capital gains taxes rises in 2010. 
But trusts can still help you manage the balance between capital gains, income tax and inheritance tax with the 
amounts you have to pay varying depending on the structures used. Then can also help you with planning 
beyond more than one generation. They do involve complicated financial planning and a consideration of any 
appropriate investment strategy as well. 

It is also best to set up any trust structures with the help of both your solicitor and your IFA. 

Please contact us for further information. 


