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General

Cost of living crisis:
Why you should review
your budget and plans

The cost of living is rising.
Reviewing your finances now
is crucial for understanding
what effect inflation could
have on your lifestyle and
long-term plans.

Inflation was at an almost 40-year
high. In the 12 months to August
2022, it was 9.9%. There are several
factors contributing to rising inflation,
including the conflict in Ukraine,
which has disrupted energy and

food supplies.

Rising inflation means now
is the ideal time to review
your budget

Keeping track of your finances during
the cost of living crisis is crucial. In
the short term, you should review your
budget. Can your budget absorb the
higher costs, or do you need to make
lifestyle changes?

The Bank of England expects inflation
to peak at around 13%. It’s also said
it doesn’t expect the rate to fall to its
target of 2% for several years.

So, you should look at what that means
for you in the coming years. Will rising
energy prices mean you need to be
more mindful of energy use or cut back
expenses in other areas?

While the headline inflation figure can
give you an idea of how prices are
changing, your personal inflation rate
may be very different. If you commute
long distances, for instance, the steep
rise in fuel costs may mean your
outgoings rise more than you expect.
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Going through your budget and calculating
how your regular costs have changed in
the last year can help you better manage
your finances.

In some cases, you may decide to draw
on savings or other assets to bridge a gap
if your expenses rise. You should ensure
this is sustainable.

The steps you take could affect
your long-term plans

While it’s important to focus on how

the cost of living crisis is affecting your
finances now, don’t forget to consider the
long-term effects too. Decisions you make
now could affect your income and financial
security for years to come.

If you’re using assets to create an income,
such as your pension, you need to be
aware of how increased withdrawals may
affect you. Could taking a higher income
from your pension now to cover costs
mean that you deplete your savings faster
than you expect? If so, it could mean you
face an income shortfall later in life.

Research also suggests that some people
are cutting back outgoings that could
improve long-term financial security.
According to Canada Life, 5% of adults
have already stopped contributing to
their workplace pension due to budget
pressures. A further 6% are actively
thinking about pausing their pension
contributions.

While pausing contributions for a few
months may seem like it will have
little effect on your retirement, it can
be larger than you think. The power

of compounding means that pausing
pension contributions for just a year
could reduce the value of your pension
at retirement by 4%.

It’s not just stopping pension
contributions that could affect your
long-term plans. Things like reducing
how much you add to your savings
account or investment portfolio could
affect whether you can reach your
goals in the future, whether that’s to
support children through university
or retire early.

Contact us to review
your finances

Amid the current economic
uncertainty, reviewing your
financial plan can give you peace
of mind and confidence. We’'ll help
you understand how your current
budget has been affected and the
steps you can take now to create
long-term financial security.

Please contact us to arrange a
meeting to discuss your goals and
the effect the cost of living crisis
could have.



Pensions

The benefits of starting

a pension early

It’s never too early to start saving for
retirement. In fact, the sooner you start
saving, the more time for your money
to grow.

Starting a pension early is one of the best things you can do for
your financial future. By taking advantage of the benefits of
early retirement savings, you can ensure that you have a secure
financial future and enjoy your retirement years to the fullest.

More time to save

One of the most significant benefits of starting a pension early
is the additional time you have to save money. The longer your
money is invested, the more time for it to grow, which can help
you accumulate a larger retirement fund. Starting early also
means that you can take advantage of compound interest,
which is interest earned on both the principal and the
accumulated interest. Over time, compound interest can
significantly increase the value of your pension fund.

Lower monthly contributions

Starting a pension early can also help you keep your monthly
contributions lower. Because you have more time to save, you
can spread your contributions over a longer period.

This can make it easier to budget for your retirement savings
and ensure that you are putting away enough money to reach
your retirement goals.

Employer contributions

If you are enrolled in a workplace pension scheme many
employers offer to match employee pension contributions,
(up to a certain percentage). This ‘free money’ can help

you save even more for retirement.

Tax benefits

The government offers tax relief on pension contributions,
which means you can put more money into your pension each
month. For example, if you’re a taxpayer, you can get up

to 60% tax relief on your contributions.

Financial security

Starting a pension early can help provide financial security in
retirement. By starting to save early, you can build a solid
foundation for your retirement years and ensure that you have
enough money to cover your expenses. This can

help alleviate financial stress and allow you to enjoy your
retirement years without worrying about running out

of money. Knowing that you have a secure financial

future can give you peace of mind and allow you

to enjoy your retirement more.

Tips for starting a pension early:

e Set up aregular contribution
The best way to make sure you’re saving for retirement
is to set up a regular contribution. This could be a fixed
amount each month or a percentage of your salary.

Increase your contributions as you earn more

As your income increases, you can increase your
pension contributions to make sure you’re on track
for a comfortable retirement.

Take advantage of tax relief

The government offers tax relief on pension
contributions, which means you can put more
money into your pension each month.

Consider employer contributions

Many employers offer to match employee pension
contributions, which is free money that can help
you save even more for retirement.

By giving yourself more time to save, keeping your
contributions manageable, taking advantage of tax
benefits, and providing financial security in retirement,
you can set yourself up for a comfortable and
fulfilling retirement. So, if you haven’t started saving
for retirement yet, now is the time to start!

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.




Investment

Saving money is a great way to prepare for
unexpected expenses and investing your
money can have the potential for higher
growth than saving.

A lot of people put their money in a savings account and leave it
there to accumulate interest. While this is a good strategy in the
short term, you potentially risk losing out on higher returns in the
long run, while also struggling to keep up with inflation. However,
investing is a good approach if you have long-term financial goals
and want to earn more money than you could by saving it.

What’s the difference between saving and investing?

With saving you are setting aside cash for future use, while
investing means using cash to buy assets that you expect to
produce a profit or income. The biggest difference between
saving and investing is the level of risk. With saving you will
always get back at the very least what you have put in, as well
as any interest on your deposits. You won’t lose any money,
making it a less risky option.

Investing your money means it will rise and fall over time and
there is a chance you could lose some of your initial investment.
Your financial adviser will be able to help you make sure you’re
aware of the risks and the minimum time you should consider
investing for. A longer timeframe (at least five years) will give
your investment more time to recover if there are any sudden
market swings.

Speak to your financial adviser to find out about a range of
investment opportunities to help you meet your financial goals.

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.

Investing or saving:

Investing can beat inflation

Investing is a better option if you’ve got longer-term goals
because inflation can erode the value of cash savings over
the medium to short term, and your money may not have

the same spending power as when you first put it away.

For example

If you have £2,000 in savings and the bank offers a 1%
interest rate, each year you will get back £20. However, if
the inflation rate is 6% the cash in your savings account will
fall in value. After one year your cash would be worth £1,887.
After five years it would be worth only £1,495!

Types of investments

The main types of asset classes that investors could choose
from — which your adviser can go into detail with you - are
equities, bonds, and property. Different asset classes have
different levels of risk and return. Usually, the safer an asset
is the lower the returns will be, while the riskier an asset is,
the higher the returns.

A Property this could be investing in commercial property

through investment funds, including retail, office, and
industrial property. It makes a good long-term investment and
is effective at beating inflation. Property can add diversification
to your portfolio as it tends to perform differently to other
assets in response to different market conditions. However,
property does come with its risks, including a risk of a fall in
value as well as the maintenance costs.

Bonds sometimes called fixed-term investments,
bonds are issued by governments and companies
looking to raise money. A bond is essentially a loan
made to a company or a government by an investor for
a set period — usually several years. In return they pay you
a regular income in the form of interest over the life of the
bond, after which they must repay your loan. Bonds typically
offer stable returns and are a lower risk than equities, although
they tend to offer lower returns in the long term.

|/\/' Equities also known as stocks and shares, equities
are issued by a public limited company and can be
bought and sold on stock exchanges. When you buy
an equity, you are basically buying a piece of that company
and become a shareholder. Equities can make you money
through increases in share price or you can receive income
in the form of dividend payments. The disadvantage is that
returns are not guaranteed, and the share price could fall
below the level that you invested.
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Mortgages

The value of mortgage advice
from a financial adviser

Despite having saved up a good deposit, friends have warned the couple they would have no chance

of getting a mortgage due to their working situation. Sam is a self-employed, successful roofer, but has
only been working for himself for two years. His friends have told him, he’ll need at least three years
of accounts before a lender will go anywhere near him. They say any mortgage the couple can get will
be based on Harry’s income alone. Harry works as a hairdresser and his salary is nowhere near enough
to secure the kind of mortgage they’re hoping for.

Harry and Sam should resign from listening to their friends as when making such an important financial
commitment like this, the only guidance they need is from a qualified mortgage adviser. Here are four ways
they can make a difference to a mortgage search:

If, like Harry and Sam, your needs or As well as helping you select the right
circumstances are ‘out of the ordinary’, mortgage, they’ll work with you to

your options may indeed be more limited complete all of the necessary application
than those of other buyers. However, forms and liaise on your behalf

this doesn’t mean you don’t have options. with solicitors, valuers and surveyors.
They know the lenders who are willing They can also recommend products

to consider buyers in your situation that provide financial protection should
and will check you’re likely to meet their the unexpected happen.

specific lending criteria before submitting
a formal application. This will save you
time and avoid unnecessary searches

on your credit file.
They’re fully qualified to advise you

on a wide range of lenders and products

unlike high street banks and lenders.

This way you’ll gain from genuine choice
An attractive rate may seem like your coupled with quality advice.
best bet when choosing a mortgage but
you also need to factor in things like fees,
loan conditions and the mortgage term.
They look beyond the headline rate and can
help you understand how the length and
type of loan will affect how much you pay
in the long term. They’ll also highlight any
additional expenses like administration and
booking fees, and valuation costs.

YOUR HOME MAY BE REPOSSESSED IF YO

Approved by The Openwork Partnership on 17/03/2023.
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Contact us

We hope you enjoyed reading our newsletter. If you would like to discuss any of the articles
further, please do not hesitate to contact us:

Haighwood Financial Services, Yorkshire Building Society Local Agency
Cliffe Park, Unit 12 GF (02), 21-23 Lidget Hill

Bruntcliffe Road, Pudsey

Morley, Leeds Leeds

LS27 ORY LS28 7LG

T: 0113 350 7035 T: 0113 350 4045

Yorkshire Building Society Local Agency Yorkshire Building Society Local Agency
113 Queen Street 54-58 Commercial Street

Morley Rothwell

Leeds Leeds

LS27 8HE LS26 0QB

T: 0113 824 1234 T: 0113 819 5898

info@haighwood.co.uk | www.haighwood.co.uk
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