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Mortgages

How might rising interest
rates affect your mortgage?

At the start of February 2022, the
Bank of England raised interest rates
for the second time in three months
from 0.25% to 0.50% to combat
soaring inflation. This move will have
a knock-on effect as mortgage lenders
raise interest rates in response, which
will increase monthly payments for
some borrowers.

What does a rise in interest
rates mean for your mortgage?
Anyone without a fixed-rate
mortgage is likely to see their
borrowing costs rise, although
how they are affected will depend
on the type of product they have.
Your adviser can help you assess
your mortgage deal and figure out
ways to make some much needed
savings.
•O
 nly borrowers with a mortgage
that moves up or down with the
base rate will be affected by the
interest rate change.
• This includes tracker mortgages
and standard variable rate
mortgages (which you revert to
when a mortgage deal ends).

Fixed-rate mortgages
Most mortgage holders are on fixed-rate deals so won’t see any change in their
monthly payments. This is because the interest rate you pay stays the same for the
length of the mortgage deal.

Standard variable rate mortgages
You will usually be moved on to a standard variable rate when your existing tracker
or fixed rate mortgage deal ends. For example, if you take out a two-year fixed deal
and you don’t remortgage, you will be moved to the lender’s standard variable rate.
The rate is likely to be considerably higher than what you were paying before, so your
monthly payments will increase, and lenders can raise the standard variable rate
whenever they want.

Tracker mortgages
Homeowners with a tracker mortgage will find that their interest rate payments will
now go up, but when this happens will depend on their lender. Tracker mortgages are
a type of variable rate mortgage that follow the Bank of England’s interest rate. So,
when official interest rates go up, the rate on your tracker will rise as well.
As a rule, they do not exactly match the base rate, but are set a level just above it.
For example, if the lender’s rate is the base rate +1%, the interest you’d pay in total on
your loan would be 1.5%.
Whatever type of mortgage you have, we can advise you about how the interest rate
rise might affect you and address any questions or concerns you have.

How to save on your mortgage costs
The best thing you can do is to speak to your financial adviser. For example, if you’re
on a tracker mortgage, they will be able to advise whether changing to a fixed-term
deal to protect yourself from any further rises is a good idea. They will also let you
know about the fees involved when making changes to your mortgage. If you are on a
standard variable rate you can switch at any time, so with interest rates rising, your
adviser can help you look at available fixed-rate deals.
Homeowners on fixed deals don’t have to worry about their mortgage going up until
their current term ends. Most lenders will let you lock into a new deal six months
before the current one ends so it’s a good idea to plan.
Whether you’re looking to remortgage or are a first-time buyer, we can help you find
the most suitable deal for your circumstances and help keep your costs down.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS
ON A MORTGAGE OR ANY OTHER DEBT SECURED ON IT
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The Bank of England
has raised interest rates
which means bigger
mortgage bills for some
homeowners.

Protection

What is income
protection?
Your income is important and keeps your family secure. So, if
you are in a situation where you’d like to protect it if anything
happened, you might want some income protection.

How does income protection work?
Income protection is an insurance policy, so you pay a monthly
or annual premium for it like any other type of insurance. If
you can’t work because of sickness, disability, or other reasons
(depending on your policy criteria), you will receive a regular
income until you either return to paid work, retire, pass away
or the policy term comes to an end.
The amount that is paid could be anything from 60% to 65%
of your pre-tax income, and payments (which are tax free) will
start after a pre-agreed waiting period, which could be weeks
or months. You’ll pay more in premiums if the waiting period is
shorter, and the percentage of your income is larger.
Income protection is different to life insurance or critical illness
cover, both of which do not pay regular amounts but instead
give you one-off lump sums in the event of your death or the
diagnosis of a critical illness. That’s why it’s important to seek
financial advice if you are thinking about getting coverage.

Who could benefit from income protection?
If you work in a high-risk profession or have high-risk hobbies,
you might want income protection in case you’re unable to
work because of an accident. If you’ve suffered an illness
and feel you’re at risk of being unable to work because of it,
income protection could provide peace of mind, too.

Some things to consider if you are thinking about
getting income protection include:
if you have a good level of statutory sick pay from
your employer, you may not need more cover.
is it the best option for you and your situation?
For example, do you (or your partner or spouse)
have sufficient savings to help provide an income
if you were unable to work?
can you keep up with the premiums?
will you find any exclusions in your policy difficult
to manage?
are you close enough to retirement to not need
income protection?

How are premiums calculated?
As with any insurance policy to do with your life and health,
factors like your age, health condition, if you smoke, your
occupation and others (like how much of your income you
would like to receive, and how soon you would like payments
to start) will be considered when your premium is calculated.
Our Protection Advisers will be able to give you advice and
guide you through what type of policy works best for you,
helping you find value for money as well as some peace of
mind knowing your income is protected.
Our advisers can help you find an income protection policy
to suit your needs and keep your family secure.
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Income protection insurance pays out
a percentage of your monthly income
if you are unable to work.

Investments

Should we be
concerned about
rising inflation?
Most economists expect inflation to pick up over the next
few months as lockdown restrictions ease and shops
and restaurants reopen. But is this a cause for concern?
As lockdown measures begin to lift, financial markets are making their adjustments
in anticipation of a rise in inflation, with bond yields picking up (meaning prices
have fallen) and stock markets rotating from defensive sectors into cyclicals.

What is inflation?
Put simply, inflation measures the change in the prices of goods and services. If it rises
then it takes more of our cash to buy things. We all experience inflation in our daily
lives, from filling up our cars with fuel, buying groceries or using public transport.
In the UK, the official measure of inflation is the Consumer Prices Index. It’s
published by the Office for National Statistics (ONS), which monitors what people
are spending their money on, using a basket of everyday goods and services.
The ONS adjusts the basket from time to time to reflect our changing spending habits.
During lockdown, there was a shift with products like hand sanitiser and hand wipes
being added, and items like white chocolate and ground coffee dropping off the list.

Inflation is all an illusion… or is it?
It’s easy to ignore the impact of inflation on your finances. Most people’s spending
habits this month compared with the same time a year ago would probably stick to
the same patterns – regardless of inflation at the time – because the differences
seem small and therefore wouldn’t affect the way they spend.
If you’re trying to save money though, it’s worth remembering that with interest rates
currently lower than the rate of inflation, the real value of any cash savings is falling. In
other words, the cost of living is increasing at a faster rate than your savings are
growing, which means the spending power of your money is actually falling.

How will inflation affect investments?
Many people in the UK are preparing to spend the cash they’ve saved over the past
year when the lockdown ends and shops, restaurants and entertainment venues
reopen. Activity is likely to return to pre-pandemic levels and the expectation is
that inflation is likely to pick up. Some economists are worried about inflationary
pressures. In addition to this is the effect of government stimulus packages on the
economy, which would provide another tailwind.
However, experts believe it’s likely to be a short-lived phase and should not pose a
longer-term challenge to fixed income or equity markets. The Bank of England does
foresee inflation rising towards the 2% mark, but believes it will be a temporary
phenomenon. Continuing deflationary forces like ageing demographics, technological
innovation and global supply chains cast doubt over predictions of a new era of inflation.

One of the best ways to ensure your investments are given the strongest opportunity
to navigate the effects of inflation on financial markets is through a global, multiasset portfolio that’s actively managed by a professional team of investors.
Speak to a financial adviser to find out more.
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.
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Ultimately if you want to beat inflation in terms of finding some good returns on
your savings, investing is the best option at the moment – due to cash savings
rates being at such low levels.

