I

threshold

VIEWPOINT

Please enjoy reading our newsletter. If you
would like to discuss any of the articles
further, please do not hesitate to contact us.

PART OF

Openwork

PARTNERSHIP

1 & 2 The Brookside Centre, Auckland Road, Southampton SO15 0SD
newenquiry@thresholdmortgages.com | www.thresholdmortgages.com | 03300249115




Mortgages

Downsizing could mean lower overhe
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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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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YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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Mortgages

How might rising interest
rates affect your mortgage?

The Bank of England has
raised interest rates and
warned further hikes are

likely in the coming months.

This will mean bigger bills for
some homeowners.

On 3 November 2022, the Bank of
England raised interest rates from
2.25% to 3% - the eighth hike since

December 2021 - in a bid to combat

soaring inflation. And, the Bank’s

Governor, Andrew Bailey, has warned

people to expect further rises in
the coming months.

It is now widely anticipated that rates

will rise to over 5% by Spring next
year. This has had a huge impact on
the mortgage market — with some
lenders pulling deals altogether and
others replacing their offerings with
more expensive alternatives.

What does a rise in interest

rates mean for your mortgage?

If you don’t have a fixed-rate
mortgage, you’re likely to see your

borrowing costs rise, although how

they are affected will depend on
the type of product you have. Your
adviser can help you assess your
mortgage deal and figure out ways
to make savings.

* Only borrowers with a mortgage
that moves up or down with
the base rate will be
immediately 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

If you’re on a fixed-rate mortgage deal, you won’t see any change in your monthly
payments. This is because the interest rate you pay stays the same for the length
of your mortgage deal.

But with further interest rate rises expected, if you’re close to the end of your current
term, it may make sense to look for a new deal sooner rather than later. You can generally
lock in a new mortgage deal three to six months before an existing deal comes to an end.

If you’ve got more than six months to the end of your current deal, you’ll either need
to wait for a while or pay the early exit fee (A fee you may have to pay your current
lender if you end your mortgage deal prior to the ‘official end date’) We can advise
you on the best way forward.

Standard variable rate mortgages

You end up on a standard variable rate (SVR) when a tracker or fixed-rate mortgage
deal ends, and you don’t remortgage.

If you’re currently on your lender’s SVR, you may well see your monthly payments
increase following the rise in the base rate. You may not be hit with the full increase
though, as these rates go up at a lender’s discretion.

Tracker mortgages

Tracker mortgages follow the Bank of England’s interest rate. So, payments on your
tracker mortgage will rise as a direct result of any increase in the base rate. Exactly
when this happens will depend on your lender.

As a rule, tracker mortgages do not exactly match the base rate but are set at a level just
above it. For example, if your lender’s rate is the base rate +1%, the interest you’ll pay in
total on your loan will be 3.25 % (based on the base rate of 2.25% - 5 October 2022).

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. If you’re on a tracker
mortgage, they’ll be able to advise whether changing to a fixed-rate deal to protect
yourself from any further rises is a good idea. They’ll also let you know about the fees
involved when making changes to your mortgage. If you’re on an SVR, the interest
rate you will switch to when your initial mortgage deal ends, you can switch to a new
mortgage deal at any time. With interest rates rising, your adviser can help you look
at available fixed-rate deals.

If you’re already on a fixed-rate deal, your mortgage payments won’t increase until
your current term ends . With many lenders letting you lock into a new deal six
months before your existing one finishes, it’s a good idea to plan ahead.

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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Mortgages

How to protect your mortgage

Mortgage payment protection insurance (MPPI) pays your
monthly mortgage payments if you’re unable to make them
due to an accident or illness.

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.

-

Our advisers are here to help if you’re -
looking for ways to protect your mortgage.

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.
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Mortgages

How does a
remortgage work?

A remortgage could help you save money
if you weigh up the fees involved with the
savings you could make. Here’s how it works.

A remortgage is the process of moving your home’s existing
mortgage to one with a new lender.

People remortgage for many different reasons, including:

— Finding a better deal elsewhere - you might be on
a standard variable rate (SVR) and want to move to
a fixed-term rate.

— Coming to the end of a fixed-term deal on your current
mortgage and wanting to lock in a lower rate with a new lender.

— The loan-to-value on the home is lower (as more of the
mortgage has been repaid).

— Wanting to get ahead of a rise in interest rates, which
would affect mortgage rates.

How a remortgage could help you save

One of the big reasons people remortgage is to save money

on their monthly payments. If you’re on a standard variable rate
that is higher than the fixed-rate deals currently available, you
could save by switching — either to a fixed-rate mortgage or
one that ‘tracks’ the Bank of England’s base rate.

If your home has gone up in value and you’ve paid off enough
of your mortgage to give you a lower loan-to-value, it means
you own more of your home and have less to pay off.
Remortgaging could result in lower monthly mortgage
payments because you’re paying off less of a loan amount
(and in turn, less interest on it too).

How long does the remortgage application take?

The process can take between four to eight weeks from the
time you apply so it’s good to start planning early. If you’re
coming to the end of a fixed-rate or tracker term, your
lender should tell you that your mortgage will move onto
their standard variable rate’. This could be an ideal time

to move if you find a better deal elsewhere, or you may even
find an attractive deal with the same lender and go through
a ‘product transfer’ (see box).

Sum——.
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How much does a remortgage cost?

Existing lender fees

Your existing lender could charge you a fee if you’re leaving
them early into a fixed period in your mortgage. This is known
as an ‘early repayment charge’ and could be in the range of 1%
to 5% of your outstanding mortgage balance. They will also
charge you an ‘exit’ fee of around £50 to £100 to cover their
administration costs.

New lender fees

Your new lender could charge you a range of fees, so before you
commit it’s important to check what you will pay. This will help
you calculate whether a move is financially beneficial overall.

Their fees could include:

— Application fee to set up your new mortgage. Could also
be called an ‘arrangement’, ‘product’ or ‘booking’ fee. This
could be around £1,000.

— Valuation and conveyancing fees. Some providers won’t
charge for these, but it’s worth checking if you are moving
to a new lender.

— Solicitor’s fee covering the legal paperwork to do with
managing the transfer of your mortgage.

Is a remortgage right for you?

Whether or not you remortgage all depends on your situation
and the type of mortgage plan you’re currently on. You may
want a mortgage that lets you make overpayments, or you
could be coming to the end of your current deal’s fixed term
and think the lender’s SVR will be too high. One of the most
important things you can do before you decide is gather your
current mortgage paperwork, look at the fees and get some
expert advice on your next steps.

@] What about product transfers?

If your mortgage is coming to its maturity date but you’d prefer
to stay with your current lender, you could consider a product
transfer. Switching to a new mortgage product with the same
lender could save you money and time. Our financial advisers
can help guide you through choosing the right product to

make it worthwhile and explain the logistics of transferring
your mortgage product.

Our advisers can help you work out the pros and cons
of a remortgage, and what could work best for you.

Twww.investorcoms.com
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YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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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.
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Protection

Feel more secure with *
Income . protection

When it comes to insurance,
we’re more likely to protect
our pets than our income.
Here’s why it’s important

to have some income
protection in place.

What is income protection?

Income protection pays out a percentage
of your monthly income if you are unable
to work due to illness, an accident or
disability. It gives you a buffer between
finding yourself without an income,
paying the bills and protecting your
family’s security. Building an emergency
fund (which covers around three months’
worth of bills and essentials) is a good
start to give you some financial back-up,
but income protection insurance can also
provide peace of mind.

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. We can
help you determine how much coverage
you’ll need.

How much does income
protection pay?

It could be anything from 60% to 65%

of your pre-tax income, and the regular
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. This type of protection
is different to life insurance or critical
illness cover, both of which do not pay
regular amounts but instead provide one-
off lump sums in the event of your death
or the diagnosis of a critical illness.

Do you need income protection?

With the rise in the cost of living and
cost of borrowing right now, many people
are worried about paying the bills should
anything happen that leaves them unable
to work. Recent surveys have shown

that the average UK family doesn’t have
enough in savings to be financially
secure for long if they’re no longer
receiving an income.

That’s where income protection can give
you some financial resilience, especially
if your workplace does not provide
statutory sick pay (or only starts to pay
out after a period of several months).
Your adviser can help you navigate the
income protection policies that could
best suit you and your needs, weighing
up how much your premiums might be
with the amount of cover you’re after.

As with any insurance policy to do with
your life and health, things like your age,
health, occupation and other factors (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.

We can 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.

Your adviser is best placed to help you
find an income protection policy to suit
your needs and provide some security
for you and your family.

Peace of mind for the
self-employed

Sarah is self-employed and

she approached her financial
adviser for some advice. As a
single mum, she worried that her
emergency savings fund wouldn’t
be enough to cover the rent or
bills if she found herself unable
to work. Sarah’s financial adviser
found her an income protection
plan with an affordable monthly
premium that covers 65% of

her earnings.

Exp. 11/04/2023
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General Insurance

Home insurance explained

This year sees new rules
from insurers that could
bring you savings on your
home insurance renewal.

The Financial Conduct Authority (FCA)
has announced that insurers will have
to offer the same deals to new
customers and renewing customers
for their home insurance.

Home insurance customers are
particularly affected by hikes in renewals,
so this is a good time to review your
policy with your financial adviser.

What is buildings insurance?

Buildings insurance covers the building
itself and its structure - like the roof,
floors, windows and in some cases
external walls and garages. It will also
cover permanent fittings in your kitchen
and bathroom (but not your boiler — you’ll
need specific boiler protection for that).

Mortgage lenders require homeowners
to have buildings insurance in place.
It’s there to protect your property’s
structure from damaging events like
fires, storms, earthquakes, flooding and
natural disasters, as well as things like
subsidence and even malicious damage
or vandalism.

What does buildings
insurance not cover?

Buildings insurance won’t cover:

» Accidents or normal wear and
tear in the home

* Issues arising from neglect
of the property

» Damage to gates, fencing or plants

» Effects of frost to external
pipes and brickwork

- Damage from pests, insects or birds

To cover some of these issues, your
insurance provider may offer accidental
coverage as an extra to your policy — but
you’ll pay more for it. Your adviser can
help you decide whether the cost of
accidental damage cover is worth it in
terms of what the policy actually includes.

It’s worth noting that buildings insurance
coverage is invalidated if the property

is left unattended for more than 30
consecutive days.

@ What does contents
insurance cover?

In a home insurance policy, the contents
coverage allows you to select a sum of
money (for example £10,000) that you
estimate will cover the replacement of
contents inside your home if they are
damaged, destroyed or stolen.

These items could include electronics
and entertainment consoles, kitchenware,
furniture, antiques, gym equipment

and jewellery. If you have a particularly
expensive single item (like a piece of
jewellery, a watch or a painting) you may
have to declare it separately, depending

on your provider’s conditions of coverage.

This could increase your insurance
premium, however. We can help you
assess your contents and what your
level of coverage should be.

Do you need contents coverage?

Although contents coverage is not
compulsory when you own a property,
most owners take out some cover

(and most providers offer a discounted
premium if you have buildings and
contents insurance together). Having
both means if you need to make a
claim for something that affected the
building but also some of your contents
(for example, flooding damage to your
home’s foundation and soft furnishings)
you would be able to claim for both —
using the same policy.

Even if you are renting a property, some
contents cover is a good idea to insure

your valuable items and provide peace

of mind should anything happen.

Home insurance
How we can help you save

Your adviser can search the market
and find a home insurance policy
that covers your property’s structure
sufficiently, along with giving you the
best advice on how much contents
cover you really need. We’re here

to make sure you’re not overpaying
for a renewal and will examine your
existing plan’s small print to check
that it properly covers at-risk areas
of your home and meets your needs.

Your adviser can help review your home
insurance — especially when it’s time to
renewal — and help ensure you’re not
overpaying for your policy.

OW4155 Exp. 27/09/2023



