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Equity Release to assist Retirement Planning
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o help secure a happy retirement,

the over 55s need to be mindful of

the considerable pressures that are
currently out there. There’s concern over
future private and state pension payouts, the
potential cost of long-term care (especially
as we’re living longer) and the impact of
inflation. So it’s no wonder that some have
now opted to release equity from their home.

In fact, updated research from LV=, an
Equity Release provider, shows that almost a
third of over-50s, (who ate still in the work-
place) are considering releasing equity. This is
up from 23% in the similar 2010 survey.
Additionally, a further 13% said they would
take advice on the subject.

When considering how they would unlock
the equity, 52% said they would downsize to a
smaller property, whilst around one-fifth said
they would use an Equity Release product.
(Sonrce: 11/=, Fome is Pension survey, September 2011)

Changing view to inheritance
Attitudes ate changing too with regard to the
possibility of diluting the future inheritance.
We already have the ‘SKI” acronym, where

many are keen to enjoy their retitement years
by ‘Spending the Kids Inheritance’!

And now, according to recent research
from Aviva, another provider, over
three-quarters of those ‘kids’ would be
happy for their parents or grandparents
to take money from their property, often
seen as the holy-grail of inheritance, so that
they may enjoy their retirement years.

(Sonrce: Aviva, August 2011)

Numerous uses for the funds
The way the money can be used is not solely
for funding something out of necessity (such
as maintaining your standard of living, clearing
debts or catering for unexpected
It could also be

‘pro-active’ desires such as

health needs.
wanting to support your
grandchildren, whilst you’re
around to enjoy it. Or it could be
going on that dream holiday,
buying a new car, or raising
funds so that you are able to
move to a propetty better suited
to your future plans.

=> (contd on back page)
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m Andy Wilson Financial Services
Ltd is an appointed representa-
tive of TenetLime Limited, which
is authorised and regulated by
the Financial Services Authority.
The Financial Services Authority
does not regulate some forms of
mortgage advice and lending.

m These are Lifetime Mortgages
and Home Reversion Plans.

To understand the features and
risks, ask for a personalised
illustration.

m Lifetime Mortgages and
Home Reversion Plans are
the two main types of Equity
Release.

m An Equity Release plan

will reduce the value of your
estate and as a result there
may be no value left to pass
on. Equity Release will not be
suitable for everyone and may
affect your entitlement to
State benefits.

m As Equity Release is a
complex area only specially
qualified advisers can give
advice on these schemes.
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: 21,000,000,000,000 7
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| by pecple aged over ¢s/!

: (Sonree: SHIP - the Egurty Release trade body, Website 2077)
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HIP’s temit is to build awareness and understanding
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Further consumer support came in 2004, when

of both how the Equity Release market works and Lifetime Mortgages became a regulated product

the safeguards that are now in place. under the Financial Services Authority (FSA), with

The trade body was launched in 1991 in direct response  Home Reversion Plans following in 2007.

N\
SHIP

to the growing need for consumer protection. Its aim was

to help ensure that a repeat of the problems with policies

across the late 1980s never occur again.

Rroductiofifchoice

There /s a view in Some ?aarz‘ers Zhad
Egunty Kelease remains a product of
last resort, but is this strictly Crue?

Of course, the economic climate, high(ish) inflation and lack of
proper pension planning, will have an impact upon many, and may
fuel the ‘last resort’ viewpoint.

With regard to inflation, research shows the over-55s spend
almost an additional £1,000 a year compared to the general
population, quite apart from the normal impact of inflationary
pressures across the board!  (Source: Age UK, November 2011)

As for Pensions, out of a private sector workforce of 23 million
people (amounting to 80% of all workers), a staggering 14 million
people are currently not saving into a workplace pension scheme!
(Source: Workplace Retirement Income Commission, August 2011)

These issues and more, may mean that for some, Equity Release will
indeed come to the rescue; but for others, it's something they may use
out of choice - not necessity - as reflected by the following examples:

Upsizing

Rather than downsizing to raise funds, some people (as they move

towards retirement) may decide that they want to move to a better

home in an area where they’d like to live out their retirement years.
Whilst they may be ok with funding their lifestyle in their current

home, they may not have the money to buy a more expensive
one, so raising the extra funds through Equity Release may be the

Size and scope of SHIP

SHIP now represents over 90% of the Equity
Release market in terms of volume. And its
figures for the Q4 2011 period show that the new
advances of almost £216m were the highest level
of lending since Q4 2009.

In a previous teport, SHIP highlighted that the
UK population is ageing, with insufficient pension
provision and the prospect of meeting significant
care costs. And expects the demand for Equity
Release products to increase significantly over the

next few years.

Code of Conduct

All member companies must observe SHIP’s Code
of Conduct, of which some of the key points are
below:

1. To allow customers to remain in their
property for life provided the property remains
their main residence.

2. The right to move their plan to another
suitable property without any financial penalty.

3. All SHIP plans carry a no negative equity
guarantee. This means customers will never owe
more than the value of their home and no debt
will ever be left to the estate.

Additionally, it requires a fair, simple and com-
plete presentation of the Plans, and encourages
the consumer to take independent legal advice.

Furthermore, SHIP members can only accept
applications from advisers who are specifically
qualified and have followed a fully advised process,
which ensures you are totally aware of other
options and the impact a Plan may have on any
entitlement to State Benefits or Grants. Advisers
currently account for a massive 90% of Plans

placed in the marketplace. (Source: SHIP, 04 2011 figures)

Please let us know if you have any questions.



gLifetime Choices

T)?ere are nUmerodUs redsSonsS ¢o.
- an individual Cor a cOap/e> may cant
2o borroww aganst the eguity A
ex15CS in Lheir property, bt fa,éfhg
owt a Lifetire Mo/‘fjaﬂe ’s Zhe
rowute choSen 5y Zhe vast M@'orfz‘y.

(Source: SHIP: Lifetime Morigages acconnted for 98% of the Fquity Release Plans going throngh their

* members in 2011)

Lifetime Mortgage is similar in principle to

a standard mortgage, with the main difference

being that there are normally no monthly
repayments to make and the loan (and interest) is
redeemed when you die or move into long-term care.

The actual tax-free amount you can take out

against your property value would be largely dictated
by age, and which Lender you go with. For example,
the maximum you may be able to raise might be
around 20%, if you’re aged around 60 (for the
youngest planholder), possibly increasing to a

maximum of around 50%, if you’re into your 90s.

You decide...
. There are usually two
options; either take

the required

<\

amount as

one

e

lump-sum, or you can take an initial lump-sum and
then drawdown the additional agreed funds, as and
when required. Drawdown is growing in populatity,
as you only take out what you need, which lessens
the ‘interest roll-up’ effect, and it may also help you
to stay within the limits for means-tested benefits.
This route, in 2011, accounted for 56% of all
Lifetime sales. (Source: SHIP, 2011 fignres)

The outstanding amount owing in fixed interest
payments will roll-up for as long as you live in the
property. Do bear in mind that if the rate of the
loan is, for example, 6.5%, a £10,000 loan may (with
the added interest) increase to around £20,000 in
11 years; and about £40,000 in 22 years. Although,
in the case of taking out a Plan from a member of
SHIP - the trade body for Equity Release - you (or
your Estate) will be protected by the safeguards it’s

put in place (as set out on page 2).

Advice on hand

Of course, it’s important to take advice and to
consider product elements such as Early Repayment
Charges, should you want to repay the loan. Or if
the Drawdown facility is guaranteed, so that you
have the confidence of being able to borrow more,
when you need it.

There is a range of products out there that take
account of the above and other issues too, so
do talk to us, so that we can consider the Plans
that best meet your needs.

The Great British Legacy

According to research from LV=, the main
traits that Brits would like to pass on to their
children and family are ‘good manners’
(85% of respondents), ‘good behaviour’ and

‘good values’ (both 82%).
(Source: LV= survey, September 2011)

Singles or couples

Like a normal mortgage, you can take out your Equity Release
Plan either individually or as a couple, as long as you are both

eligible by age.

The spouse or partner will then have the right to live in the
property for as long as they wish, should the other person die
or move into long-term care.

If the Plan is in a single name, and another person lives at the
property, the Lender will want to ensure that the other person

does not have any rights to continue living in the property once

you die or go into long-term care.
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%ere are a Cioa/?/e of examp/eé of hoeo
5?4(/{}/ Kelease has worked for others...

W e’:ﬁ /7,‘,,3 Up Zhe O/Vf/ ons
Mr B from the West Midlands had worked fpr an estate
agency business for many years and when it was sole
he decided the time was right to take early retirement. I Lond
Whilst Mr & Mrs B owned two properties (a large family ecornt'on i V\'/hiCh vesi
home in the UK and one in Spain), which both bad small The ¢ g UnE
rome n e U ardone i oa) il i e Ncl>rsth v?; Stf;e,rgzr(;c))/vatic:(p, combined with the contribu-
: 'Y Making to his grandson’s S

I\Z?/?é er;asu:ed ina dlscyssion with his existing Fin(::](():?alll

» Wno referred him to an Equity Release Specialist
He had received mixed |
when he first mentione
exploring the options w
that it was the right thi
wanted to remain in th

7 hanks Grandad!

Following the death of his mother
and moved into her centra
need of some internal red

in 2009, Mr L inherited

Being in the property business for ove.r 27 years, Mr B
knew, at that stage, the time wasn't right to sell either
property, particularly their large family home, where they

enjoyed entertaining their children and grandchildren. reactions from friends and family

_d Equity Release, but after fully
ith his adviser, Mr L was happy
ng for him, especially as he

€ family home,

Through his professional dealings., he was also aw.ar_e. olT
Equity Release as an option to raise funds. M.r B mntuq ybl
conducted his own research regardmg the o_ptmqs available
and they also discussed the matter v.wth their chlldlren. They
then selected an Equity Release ady|§er ar_wd explamed fchat’
they wanted to ‘make their own decision, in their own time’.

Guaranteed Drawdown

’Tﬂhoerég;ity R(;lease adviser recommended a Lifetime

€ with a drawdown faciljt i

: Y, Which allowed
maximum loan amount of £202,500 based on his,v'arg';:a

No pressure and his property value of £750,000. He needed

They opted for a Lifetime Mortgage. and secured an initial
advance of £181,250 (against their UK horqe) which
helped pay off their mortgages, with the_optuon to _draw-
down further funds at a later stage. Which they did, tvyo
years later, when they needed around £15,0'OO to assist
their son who had recently separated from his partner.

any time over the

throughout and he has no doubts, whatsoever, about his

decision to support his family wi
: . amily with their e i
| releasing equity from his home. ey

Mr and Mrs B were very happy with the dealings_ they had,
commenting that there was no pressure - ‘they just helped
us establish the facts and made sure we were comfortable

with what was recommended’.

They've been able to enjoy their retirement without worrying
about meeting mortgage repayments, and subsequently
sold their property in Spain. It also enabled them tp "
support their son and to continue to spend |ot§ of time wi

their six grandchildren in their much-loved family home.

Do get in touch to see if
Equity Release may be the
best option for you too.
Both case studies were supplied by L1/=.

=> (contd from page 1) Consider the

that if you do raise money via an Equity

options... Release scheme, then it may affect ‘means-
Currently, on average, tested’ State Benefits, or local Council Grants,
around £49,000 is raised ~ which you may already have in place, or

from an Equity Release  perhaps you’re entitled to.

plan.* Of course, you need to consider That said, Equity Release may offer an
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if there may well be other, more suitable,
options open to you to deliver the funds
you require, such as taking in a lodger,
downsizing your property, borrowing from
friends and relatives, cashing in some
investments, and so on.
(*Sonrce: SHIP, 2011 figures)

Additionally, you need to be mindful

additional option for you, but the process and
implications can be complicated.

And understandably, like anything, there
are downsides as well as the positives, so do
talk to us.

We’'ll look at your current situation,
and chat through your needs to
identify the best way forward for you.




