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HOW CAN 
MILLENNIALS SAVE 
FOR RETIREMENT?



INTRODUCTION

Welcome to the November 2025 issue of Thorntons 
Wealth’s monthly e-zine newsletter. 

In this issue, the Chancellor announced in the 2024 
Autumn Budget that the Inheritance Tax (IHT) thresholds, which 
determine the amount you can pass on when you die before IHT 
becomes payable, will stay the same until 2030. However, from 
6 April 2027, pensions will no longer be exempt from IHT, which 
will change how estates are valued and transferred. This means 
that Inheritance Tax may need to be paid on your pension after 
you die.

From 1 January 2025, private schools across the UK were 
required to apply 20% VAT to tuition and boarding fees. We 
examine how the change represents a significant shift in 
education funding and has placed substantial financial pressure 
on families with children attending independent schools. Not 
every cost is affected. Meals, textbooks, and transport remain 
VAT-exempt, though these constitute only a small part of total 
school expenses.

As the 2025/26 tax year-end approaches on 5 April 2026, now 
is the time to review your finances to ensure you’ve maximised 
all available allowances and reliefs. We consider how Tax year-
end planning can help you save money, improve your long-term 
investments, and make better use of government incentives 
before they reset in April. Here are five key areas to consider 
before the deadline.

In the UK, nearly half of working-age adults cannot estimate 
the total value of their pension savings. This uncertainty 
suggests that many lack a clear understanding of their 
retirement readiness and may be missing opportunities to plan 

The content of the articles featured in this publication is for your general information and 
use only and is not intended to address your particular requirements. Articles should not be 

relied upon in their entirety and shall not be deemed to be, or constitute, advice. Although 
endeavours have been made to provide accurate and timely information, there can be 

no guarantee that such information is accurate as of the date it is received or that it will 
continue to be accurate in the future. No individual or company should act upon such 

information without receiving appropriate professional advice after a thorough examination 
of their particular situation. We cannot accept responsibility for any loss as a result of acts 

or omissions taken in respect of any articles. Thresholds, percentage rates and tax legislation 
may change in subsequent Finance Acts. Levels and bases of, and reliefs from, taxation are 
subject to change, and their value depends on the individual circumstances of the investor. 
The value of your investments can go down as well as up, and you may get back less than 

you invested. Past performance is not a reliable indicator of future results.

WELCOME TO THE LATEST ISSUE OF 
THORNTONS WEALTH MAGAZINE.
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effectively for the future. Improving visibility and understanding 
of pension balances could help individuals make better-informed 
decisions and boost confidence in their long-term financial plans.

Finally, death and money are two of life’s unavoidable realities, 
yet they remain subjects many of us hesitate to discuss. This 
reluctance often extends to inheritance, a topic that many 
families find uncomfortable. The consequence of this silence is 
significant, as an increasing number of estates are affected by 
Inheritance Tax (IHT), and disputes over Wills are becoming more 
common in UK courts. 

We hope you find this issue insightful. If you know someone 
who would enjoy it, please feel free to pass it on to them.

Best Wishes,
Thorntons Wealth



RETIREMENT

How upcoming changes could affect estate valuations and beneficiary payouts

PENSIONS TO FALL 
UNDER INHERITANCE 
TAX RULES FROM 
APRIL 2027
IN THE PREVIOUS 2024 AUTUMN BUDGET, THE CHANCELLOR 
ANNOUNCED THAT THE INHERITANCE TAX (IHT) THRESHOLDS, 
WHICH ARE THE AMOUNT YOU CAN PASS ON WHEN YOU DIE BEFORE 
IHT IS DUE, WILL REMAIN UNCHANGED UNTIL 2030. HOWEVER, 
FROM 6 APRIL 2027, PENSIONS WILL NO LONGER BE EXEMPT FROM 
IHT, WHICH WILL ALTER HOW ESTATES ARE VALUED AND PASSED 
ON. THAT MEANS THAT INHERITANCE TAX MAY HAVE TO BE PAID ON 
YOUR PENSION WHEN YOU DIE.
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Currently, defined contribution 
pensions, where you build up a pot 
of money to provide an income 

in retirement, are typically not part of 
your estate, and therefore, there would 
be no IHT to pay. The ‘estate’ simply 
refers to all the assets, such as a house, 
investments, or valuables, that someone 
owns when they die. However, from April 
next year, defined contribution pensions 
will be liable for IHT. The standard rate of 
IHT for estates that exceed the available 
allowances is currently 40%.

RECAP OF INHERITANCE TAX 
ALLOWANCES
The standard Nil Rate Band is £325,000 
(2025/26), with an additional Residence 
Nil Rate Band of up to £175,000 (2025/26) 
when a main residence passes to direct 
descendants. Both allowances can be 
transferred between spouses, allowing a 
combined potential tax-free inheritance of 
up to £1 million in certain cases.

These thresholds are meant to stay 
the same; however, broadening what is 
regarded as part of the estate may cause 

more households to go over the limit. This 
could result in beneficiaries facing higher 
liabilities, especially when large pension 
pots are kept rather than withdrawn.

PENSIONS TO BE INCLUDED IN 
THE TAXABLE ESTATE
Unused pension funds and most pension 
death benefits, starting from 6 April 2027, 
will be included in the estate for IHT 
purposes. This marks a change from the 
current system, where pensions held in 
discretionary schemes generally fall outside 
the estate and are not subject to IHT. The 
reform seeks to promote more consistent 
taxation of accumulated wealth, although it 
may increase the administrative burden for 
executors managing estates.

The government has confirmed that 
the responsibility for reporting and paying 
IHT on pension funds will lie with personal 
representatives rather than pension 
providers. Death-in-service benefits will 
stay outside the new rules, offering some 
continuity for families.



RETIREMENT

05

PENSIONS AND INHERITANCE 
TAX ARE EVOLVING. WHAT DO 
YOU NEED TO CONSIDER?
The inclusion of unused pension 
funds in estates from 2027 marks 
a significant policy shift. Staying 
informed about these changes 
and taking any necessary action is 
crucial. If you need further guidance 
or professional advice, please 
contact us sooner rather than later.

PRACTICAL CONSEQUENCES  
FOR FAMILIES
These changes could lead to delays 
in distributing pension funds to 
beneficiaries, as valuing and including 
pension assets might prolong the 
probate process. For some households, 
this may cause short-term financial 
difficulty until the funds are released. 
Scheme administrators will need to value 
pension funds as of the date of death 
and report this information to HMRC to 
ensure accurate tax calculations.

While the reforms aim to modernise 
the system, they also obscure the line 
between retirement income planning 
and estate planning. Those reliant on 
pensions for wealth transfer may need to 
review their long-term position of these 
assets once the changes take effect.

THE ROAD AHEAD
The new framework is set to be 
legislated through the Finance Bill 

2025/26, with further details to be 
revealed in the upcoming Autumn Budget 
2025. The government states that these 
reforms form part of a broader effort to 
enhance fairness and fiscal sustainability 
as intergenerational wealth transfers 
increase in size and frequency.  n

THIS ARTICLE DOES NOT CONSTITUTE 
TAX, LEGAL OR FINANCIAL ADVICE AND 

SHOULD NOT BE RELIED UPON AS SUCH. 
TAX TREATMENT DEPENDS ON THE 

INDIVIDUAL CIRCUMSTANCES OF EACH 
CLIENT AND MAY BE SUBJECT TO CHANGE 

IN THE FUTURE. FOR GUIDANCE, SEEK 
PROFESSIONAL ADVICE. A PENSION IS A 

LONG-TERM INVESTMENT NOT NORMALLY 
ACCESSIBLE UNTIL AGE 55 (57 FROM APRIL 
2028 UNLESS THE PLAN HAS A PROTECTED 

PENSION AGE). THE VALUE OF YOUR 
INVESTMENTS (AND ANY INCOME FROM 

THEM) CAN GO DOWN AS WELL AS UP, 
WHICH WOULD HAVE AN IMPACT ON THE 
LEVEL OF PENSION BENEFITS AVAILABLE. 

THE FINANCIAL CONDUCT AUTHORITY 
DOES NOT REGULATE TAX ADVICE, ESTATE 

PLANNING OR TRUSTS.



FINANCIAL PLANNING

How new tax rules are reshaping family finances and long-term planning

VAT ON PRIVATE SCHOOL 
FEES: THE INCREASING 
COST OF EDUCATION
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Not every cost is affected. Meals, 
textbooks, and transport remain VAT-
exempt, though these constitute only 

a small part of total school expenses. The 
most significant impact is on tuition itself, 
which now bears a direct 20% surcharge.

ANTI-FORESTALLING RULES AND 
LOST RELIEFS
Parents who hoped to pre-pay future fees 
before VAT came into effect found their 
plans hindered. Anti-forestalling measures 
introduced in July 2024 meant that any fees 
invoiced or paid after 29 July for education 
delivered in 2025 or later were automatically 
subject to VAT.

A further change occurred in April 2025, 
when private schools in England with 
charitable status lost their 80% business 
rates relief. This shift imposed extra financial 
pressure on many institutions that were 
already coping with higher operating costs.
FINANCIAL IMPACT ON FAMILIES
According to the Institute for Fiscal Studies 
data, the typical pre-VAT annual fees 
schools charged were around £18,450 

for day pupils and £37,750 for boarders. 
With the introduction of VAT, these have 
increased to approximately £22,140 and 
£45,300 respectively[1].

For children with Special Educational 
Needs and Disabilities (SEND) who have an 
Education, Health and Care Plan that names 
an independent school, local authorities 
receive VAT refunds from the Department for 
Education. However, families of other pupils 
with SEND do not qualify for this relief.

SECTOR RESPONSE  
AND LEGAL OUTCOME
Some schools have decided to absorb 
part of the cost to support long-standing 
families, while others have passed on 
the full increase; however, smaller and 
specialist schools face particular difficulties 
in adjusting to the combined effects of VAT 
and business rate changes.

Research data shows that out of 
2,000 high-net-worth parents, 17% have 
borrowed against their homes to cover 
higher fees, 14% have downsized, and 
20% have paused pension contributions[2]. 

Nearly a quarter have taken on extra work 
or sought higher-paying roles to meet 
rising costs.

PLANNING STRATEGIES FOR 
SCHOOL FEES
For those looking to manage these 
expenses, structured financial planning has 
become crucial. Some families are turning 
to trusts or gifting arrangements to reduce 
the burden.

n �Education trusts enable grandparents 
to fund their grandchildren’s schooling 
while maintaining control over when 
and how the funds are used.

n �Bare trusts grant children full 
entitlement at 18 (or 16 in Scotland), 
often allowing them to take advantage 
of their personal allowances.

n �Gifting out of surplus income can be 
exempt from Inheritance Tax (IHT) if 
regular and properly documented.

Others may consider reviewing pensions 
and mortgages to release short-term cash 
flow, though this must be balanced against 
long-term retirement goals.

MAKING USE  
OF GOVERNMENT SCHEMES
For parents of younger children, free 
childcare entitlements remain a vital 

FROM 1 JANUARY 2025, PRIVATE SCHOOLS ACROSS THE UK WERE 
REQUIRED TO APPLY 20% VAT TO TUITION AND BOARDING FEES. THE 
CHANGE REPRESENTS A SIGNIFICANT SHIFT IN EDUCATION FUNDING 
AND HAS PLACED SUBSTANTIAL FINANCIAL PRESSURE ON FAMILIES 
WITH CHILDREN IN INDEPENDENT SCHOOLS.
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NEED ADVICE ON MANAGING 
THE INCREASING COSTS OF 
PRIVATE EDUCATION?
With VAT now included in private 
school fees, effective cash-flow 
management and early financial 
planning can help protect long-term 
goals while maintaining access to 
independent education. Whether you 
are a parent or grandparent, to learn 
more or discuss your concerns, please 
contact us.

support. From September 2025, the 30-
hour scheme will be extended to cover 
eligible working parents of children 
from nine months old, potentially 
saving up to £7,500 annually per child.

Families earning near the £100,000 
income threshold should review their 
pension contributions to remain 
eligible, as surpassing the limit will 
forfeit the full entitlement.

WHY CASH-FLOW PLANNING 
MATTERS MORE THAN EVER
The introduction of VAT on private 
school fees has not only altered the cost 
of education but also impacted how 
families manage their finances. The 
question is not just whether parents 
can afford the fees now, but also how 
ongoing increases could influence their 
long-term savings, retirement plans, and 
homeownership ambitions.

TAX-EFFICIENT WAYS 
GRANDPARENTS CAN HELP
Grandparents have several practical 
options for helping to fund a grandchild’s 
private school fees while considering tax 
implications. Regular gifts made from 
surplus income are often exempt from 
IHT, provided you can prove they don’t 
affect your standard of living and you 
keep detailed records. 

Alternatively, grandparents can use 
their annual £3,000 IHT exemption. For 
larger sums, a potentially exempt transfer 
allows a significant gift, which becomes 
completely IHT-free if you survive for 
seven years. Another option is to pay 
the school directly, although this is still 
regarded as a gift to the child’s parents 
for IHT purposes. Long-term planning 
might include contributing up to the 
annual limit into a Junior ISA, ensuring 
tax-efficient growth.

TRUST IN YOUR  
GRANDCHILD’S FUTURE
For greater control, trusts are a helpful 
tool. As mentioned previously, a bare 
trust holds assets in the child’s name, 
giving them access at age 18, while a 
discretionary trust offers more flexibility 
for the trustees to manage funds. Each 
has different tax implications, including 
potential Capital Gains Tax on setting 
up the trust and specific IHT rules. 

It’s important to understand 
regulations like the ‘gift with reservation’ 
rules, which state that you cannot benefit 
from an asset you have gifted. Because 
of the complexities in tax and inheritance 
law, it is vital to obtain professional 
financial advice to ensure your support 
is structured most effectively for your 
family’s circumstances.  n

THIS ARTICLE IS FOR INFORMATION 
PURPOSES ONLY AND DOES NOT 

CONSTITUTE TAX, LEGAL OR FINANCIAL 
ADVICE. TAX TREATMENT DEPENDS ON 

INDIVIDUAL CIRCUMSTANCES AND MAY 
CHANGE IN THE FUTURE. FOR GUIDANCE, 
SEEK PROFESSIONAL ADVICE. THE VALUE 

OF INVESTMENTS CAN GO DOWN AS WELL 
AS UP, AND YOU MAY GET BACK LESS 

THAN YOU INVEST.

Source data:
[1] Institute for Fiscal Studies - IFS Report 
R263 - Tax, private school fees and state 

school spending
[2] Saltus – Saltus Wealth Index: February 

2025; https://www.saltus.co.uk/insights/
saltus-wealth-index-february-2025



TAX PLANNING

Smart financial moves to consider before the tax year ends on 5 April 2026

FIVE WAYS TO MAXIMISE 
TAX YEAR-END PLANNING 
OPPORTUNITIES 2025/26
AS THE 2025/26 TAX YEAR-END APPROACHES ON 5 APRIL 2026, 
NOW IS THE TIME TO REVIEW YOUR FINANCES TO ENSURE YOU’VE 
MAXIMISED ALL AVAILABLE ALLOWANCES AND RELIEFS. 
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1. MAKE THE MOST  
OF YOUR ISA ALLOWANCE
Individual Savings Accounts (ISAs) remain 
some of the most effective methods to 
protect your money from tax. For the 
2025/26 and 2026/27 tax years, the annual 
allowance is £20,000. Any returns earned 
from an ISA are completely free from 
Income Tax and Capital Gains Tax.

You can allocate your allowance among 
different types of ISAs, such as cash, stocks 
and shares, or innovative finance, or use 
it all in one. The key is to act before 5 April 
2026, as unused allowances cannot be 
carried forward. When the new tax year 
begins on 6 April, your allowance resets, 
offering a fresh opportunity to save or invest 
tax-free.

2. BOOST YOUR PENSION 
CONTRIBUTIONS
Pensions remain one of the most tax-
efficient ways to save. In the 2025/26 tax 

year, you can contribute up to £60,000 
annually or 100% of your earnings, 
whichever is lower. The annual allowance 
includes all contributions, such as those 
from your employer. However, the 100% 
earnings limit applies only to personal 
contributions that qualify for tax relief. 
Contributions benefit from tax relief at 
your highest marginal rate, meaning 
every £80 contributed by a basic-rate 
taxpayer effectively becomes £100 in 
their pension fund. Higher and additional-
rate taxpayers can claim further relief 
through self-assessment, but only on 
contributions matched by income taxed 
at those rates.

If you have unused allowances from the 
past three tax years, you could use the ‘carry 
forward’ rule to make larger contributions. 
Even those who are not earning can 
contribute up to £2,880 each year, with 
the government adding £720 in tax relief. 
Boosting your pension contributions before 

the end of the tax year can lower your 
taxable income and enhance your long-term 
retirement savings.

3. USE YOUR PERSONAL 
ALLOWANCE WISELY
Everyone has a personal allowance, 
currently £12,570, which is the amount 
you can earn each year without paying 
tax. Married couples and registered civil 
partners can also benefit from the Marriage 
Allowance, which allows a non-taxpayer 
to transfer a fixed £1,260 of their personal 
allowance to a partner who pays basic-
rate tax. This could save up to £252 in the 
2025/26 tax year, and claims can be made 
retrospectively for up to four years.

If one partner pays less or no tax, and if 
appropriate, you might think about holding 
savings or investments in their name to 
reduce overall tax liabilities. Remember 
that unused personal allowances cannot 
be carried forward, so careful planning can 
help maximise the use of both partners’ 
allowances each year.

4. REVIEW YOUR INHERITANCE 
TAX POSITION
Inheritance Tax (IHT) is levied at 40% on 



TAX PLANNING
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ARE YOU PREPARED FOR THE 
2025/26 TAX YEAR-END?
Taking action before 5 April can 
help you reduce your tax, maximise 
allowances, and strengthen your 
financial position. Reviewing your 
ISAs, pensions, and estate plans now 
ensures you make the most of every 
opportunity. To find out more about 
what you should consider, please 
speak to us.

THIS ARTICLE IS FOR INFORMATION 
PURPOSES ONLY AND DOES NOT 

CONSTITUTE TAX, LEGAL OR FINANCIAL 
ADVICE. TAX TREATMENT DEPENDS ON 

INDIVIDUAL CIRCUMSTANCES AND MAY 
CHANGE IN THE FUTURE. A PENSION IS A 

LONG-TERM INVESTMENT NOT NORMALLY 
ACCESSIBLE UNTIL AGE 55 (57 FROM APRIL 
2028 UNLESS THE PLAN HAS A PROTECTED 

PENSION AGE). THE VALUE OF YOUR 
INVESTMENTS (AND ANY INCOME FROM 

THEM) CAN GO DOWN AS WELL AS UP, 
WHICH WOULD HAVE AN IMPACT ON THE 
LEVEL OF PENSION BENEFITS AVAILABLE. 
INVESTMENTS CAN FALL AS WELL AS RISE 
IN VALUE, AND YOU MAY GET BACK LESS 

THAN YOU INVEST.

estates exceeding £325,000, a threshold 
that remains unchanged until April 2030. 
An additional £175,000 residence nil-rate 
band applies if you pass on your home to 
direct descendants.

You can reduce future IHT liabilities by 
making gifts during your lifetime. Everyone 
has an annual gifting allowance of £3,000, 
which can be carried forward for one year 
if unused, along with the ability to give 
unlimited small gifts of up to £250 per 
person. Larger gifts may also be exempt 
if you live for at least seven years after 
making them.

Regular gifts made from surplus income, 
such as paying a grandchild’s school 
fees, can also fall outside your estate if 
structured correctly. Reviewing your estate 
plans annually ensures you are maximising 
these allowances.

5. MANAGE YOUR CAPITAL GAINS
If you hold investments outside of tax 
wrappers, consider reviewing them before 
the end of the tax year. The Capital Gains 
Tax (CGT) annual exempt amount is £3,000 
(a maximum of £1,500 for trusts) for 

2025/26. Gains exceeding this threshold are 
taxed at 18% for basic-rate taxpayers on any 
gain falling within the basic rate band and 
24% for higher and additional-rate taxpayers 
(or basic rate income tax payers where any 
gain falls above the basic rate band when 
added to income).

Couples can transfer assets without tax to 
optimise both exemptions. Making strategic 
disposals before 5 April could help realise 
gains efficiently and reduce potential tax 
liability in future years.  n
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New data uncovers a concerning gap in pension 
awareness and confidence across all generations

ALMOST HALF OF UK  
ADULTS ARE UNAWARE OF 
THEIR PENSION SAVINGS

IN THE UK, NEARLY HALF OF WORKING-AGE ADULTS CANNOT 
ESTIMATE THE TOTAL VALUE OF THEIR PENSION SAVINGS. 
THIS UNCERTAINTY SUGGESTS THAT MANY LACK A CLEAR 
UNDERSTANDING OF THEIR RETIREMENT READINESS AND MAY BE 
MISSING OPPORTUNITIES TO PLAN EFFECTIVELY FOR THE FUTURE.
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R ecent data suggest that 47% 
of people are uncertain about 
how much they have saved for 

retirement, a lack of awareness that spans 
across generations and emphasises the 
need for increased pension engagement[1]. 
Improving visibility and understanding of 
pension balances could help individuals 
make better-informed decisions and boost 
confidence in their long-term financial plans.

GENERATIONAL GAPS IN 
AWARENESS
While pension uncertainty impacts all age 
groups, it is most significant among older 
adults approaching or already in retirement. 
Two-thirds of those aged 79 and over, and 
more than half of people aged 60 to 78, say 
they cannot estimate their pension savings. 

Among those in their mid-career years, 
43% of 44 to 59-year-olds report the same, 
while awareness slightly improves among 
younger adults, with 38% of those aged 28 
to 43 and 51% of 18 to 27-year-olds unable 
to estimate their pension pot.

These differences illustrate the evolution 
of the pension system. Older generations are 
more likely to have defined benefit pensions 
that offer income rather than a lump sum 
alongside the pension, while younger and mid-
career workers tend to have multiple smaller 
pensions through automatic enrolment, often 
spread across different employers.

LOW CONFIDENCE  
IN RETIREMENT READINESS
Even among those aware of their pension 
balance, confidence about the future 

remains low. More than one in four say they 
do not believe their savings will be enough 
to fund the lifestyle they want in retirement, 
and only one in five feel very confident that 
they have saved enough.

The concern is highest among people in 
their forties and fifties, many of whom were 
affected by the shift away from final salary 
schemes before the full roll-out of automatic 
enrolment. In contrast, younger adults tend 
to feel less anxious, partly because they 
have more time to build their savings and 
are more likely to use digital tools that make 
tracking pensions easier.

WHY ENGAGEMENT MATTERS
Keeping track of pension savings is 
a straightforward yet effective step 
towards financial confidence. Regularly 
reviewing statements helps ensure 
contributions stay on course and 
provides early warnings if savings are 
falling short of retirement goals. Most 
providers issue annual statements and 
offer online dashboards that enable 
savers to monitor their contributions and 
projected outcomes.
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ALMOST HALF OF UK  
ADULTS ARE UNAWARE OF 
THEIR PENSION SAVINGS
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IS NOW THE TIME TO DISCUSS 
YOUR PENSION PLANS?
To discuss your retirement goals 
or if you have concerns about your 
pensions, we can help you review 
your savings, find old pensions, 
and develop a plan to make your 
retirement targets achievable. Don’t 
leave it to chance; contact us to 
evaluate your situation.

The introduction of the pensions 
dashboards will make this even easier by 
allowing people to view all their pension 
pots in one place. Regular engagement 
not only increases awareness but also 
encourages individuals to take action, 
such as boosting contributions or 
consolidating smaller pots.

UNDERSTANDING  
WHAT YOU NEED
Knowing how much you have saved is 
only part of the picture. The next step is 
understanding how much you will need. 
Having this clarity enables savers to 
make small, informed changes, such as 
increasing contributions after a pay rise or 
adding occasional lump sums, which can 
significantly enhance long-term outcomes 
through compound growth.

STEPS TO REGAIN CONTROL
Small steps can empower anyone to take 
control of their retirement planning.

n �Track down old pensions: Many 
people lose contact with previous 
schemes after changing jobs. A tracing 
tool can help locate them.

n �Consider consolidating savings: If 
appropriate, combining pensions can 

THIS ARTICLE DOES NOT CONSTITUTE 
TAX, LEGAL OR FINANCIAL ADVICE AND 

SHOULD NOT BE RELIED UPON AS SUCH. 
TAX TREATMENT DEPENDS ON THE 

INDIVIDUAL CIRCUMSTANCES OF EACH 
CLIENT AND MAY BE SUBJECT TO CHANGE 

IN THE FUTURE. FOR GUIDANCE, SEEK 
PROFESSIONAL ADVICE. A PENSION IS A 

LONG-TERM INVESTMENT NOT NORMALLY 
ACCESSIBLE UNTIL AGE 55 (57 FROM APRIL 
2028 UNLESS THE PLAN HAS A PROTECTED 

PENSION AGE). THE VALUE OF YOUR 
INVESTMENTS (AND ANY INCOME FROM 

THEM) CAN GO DOWN AS WELL AS UP, 
WHICH WOULD HAVE AN IMPACT ON THE 
LEVEL OF PENSION BENEFITS AVAILABLE.

Source data:
[1] UK Pension Engagement Data 2025 – 

Pension Awareness Findings: https://www.
standardlife.co.uk/about/press-releases/

almost-half-of-uk-adults-dont-know-how-
much-is-in-their-pension

simplify management and may reduce 
costs; however, it’s essential to check 
for any guarantees that might be lost.

n �Review contributions annually: Even 
small increases can have a large 
cumulative impact over time.

n �Check progress regularly: Set aside 
a yearly reminder to review your 
pensions, ensuring your goals 
remain aligned with your current 
circumstances.

With increasing living costs and 
evolving retirement habits, staying well-
informed has never been more crucial. 
Understanding your current position is the 
initial step in fostering confidence, security, 
and independence for the future.  n



INHERITANCE TAX PLANNING

Planning, talking, and protecting more of your legacy from tax and disputes

WHY SILENCE  
COSTS FAMILIES

DEATH AND MONEY ARE TWO OF LIFE’S UNAVOIDABLE REALITIES, 
YET THEY REMAIN SUBJECTS MANY OF US HESITATE TO DISCUSS. 
THIS RELUCTANCE OFTEN EXTENDS TO INHERITANCE, A TOPIC FILLED 
WITH DISCOMFORT FOR MANY FAMILIES. THE CONSEQUENCE OF THIS 
SILENCE IS SIGNIFICANT, AS AN INCREASING NUMBER OF ESTATES ARE 
AFFECTED BY INHERITANCE TAX (IHT), AND DISPUTES OVER WILLS ARE 
BECOMING MORE COMMON IN UK COURTS. 
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Learning how to discuss succession 
planning is no longer just wise; 
it is essential. Recent research 

highlights a significant communication 
gap between generations[1]. It shows 
that 36% of Generation X (those born 
between 1965 and 1980) are unaware 
of their parents’ inheritance plans. 
Additionally, 23% say their parents have 
never discussed the topic with them at all. 
Although the issue is slightly less severe 
for Millennials, with 27% in the dark, it 
indicates a widespread problem.

The challenge isn’t just about 
conversation; it’s also about preparation. 

When older generations were asked 
about the potential IHT bill on their 
estate, only 52% had any idea. The 
remaining half was completely unaware 
of their potential liability.

RISK OF NOT HAVING A WILL
Alarmingly, research shows that 21% of 
Baby Boomers (those born between 1946 
to 1964) do not have a Will. By not 
creating one, they are effectively leaving 
the control of their assets to the legal 
system. The rules of intestacy, which 
apply when someone dies without a will, 
are strict and may not distribute assets as 

you would expect or prefer. A spouse or 
children might not inherit in the way you 
had intended.

Making a Will is the only sure way to 
decide where your home, savings, and 
belongings go after you die. For some 
families, silence over inheritance may not 
come from avoidance, but simply because 
no plans have been made.

GREAT WEALTH  
TRANSFER IS UNDERWAY
Regardless of the reason, families need 
to find ways to plan for and discuss 
succession. Currently, a significant 
intergenerational wealth transfer 
is taking place. Baby Boomers, the 
wealthiest generation in history, hold 
over £2.5 trillion in property wealth 
alone, according to the analysis. Over 
the next twenty years, an estimated £5.5 
trillion will pass to younger generations 
in the UK.

The risk is that these assets are 
transferred in a disorganised manner. 
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YOUR WEALTH DESERVES THE 
SAME ATTENTION AS YOUR 
BUSINESS
If you’re seeking advice on inheritance 
planning and safeguarding your 
assets for the next generation, we 
can assist. For further details and 
personalised assistance, please feel 
free to contact us today.

Heirs may be unprepared for what 
they receive; IHT liabilities could be 
unnecessarily high, and the next 
generation may lack the knowledge 
to manage their inheritance. With 
some estimates suggesting half of UK 
millennials are considering investing 
in volatile assets like cryptocurrency, 
the need for sound financial advice has 
never been greater.

Don’t invest unless you’re prepared to 
lose all the money you invest. This is a 
high-risk investment, and you are unlikely 
to be protected if something goes wrong.

RISING STAKES AND 
 GROWING DISPUTES
A widening wealth gap between 
generations complicates this financial 
transition. Median wealth for those in 
their 60s is 55% higher in real terms 
than it was for the same age group in 
2006 to 2008, while for those in their 
30s, it has decreased by 34%. This 
indicates that younger people are 
increasingly dependent on inheritance 
to reach financial milestones such as 
buying a home or retiring comfortably.

With so much at stake, IHT disputes 
are increasing. Modern family 
arrangements, often a complex mix 
of stepfamilies, half-siblings, and 
subsequent marriages, can create 
multiple potential claimants on an 
estate. When money is involved, old 
grievances can re-emerge, leading to 
painful and costly legal battles.

THIS ARTICLE IS FOR INFORMATION 
PURPOSES ONLY AND DOES NOT 

CONSTITUTE TAX, LEGAL OR FINANCIAL 
ADVICE. TAX TREATMENT DEPENDS ON 

INDIVIDUAL CIRCUMSTANCES AND MAY 
CHANGE IN THE FUTURE. FOR GUIDANCE, 
SEEK PROFESSIONAL ADVICE. THE VALUE 

OF INVESTMENTS CAN GO DOWN AS WELL 
AS UP, AND YOU MAY GET BACK LESS THAN 

YOU INVEST. THE FINANCIAL CONDUCT 
AUTHORITY DOES NOT REGULATE TRUST 

PLANNING, WILL WRITING, LEGAL ADVICE OR 
ESTATE STRUCTURING.

Source data:
[1] Censuswide carried out the research among 

a sample of 3,001 ‘mass affluent’ consumers, aged 
18 and over (defined as those earning above the 

UK average pre-tax salary (£33,000) and with 
at least £1,000 in accessible cash or savings). 

The data was collected between 14.02.2025 and 
21.02.2025.

PRACTICAL STEPS TO PROTECT 
YOUR LEGACY
The analysis reveals that not planning 
could be a costly mistake. IHT is expected 
to impact over 37,000 estates each 
year by 2027, generating nearly £9 
billion annually for the Treasury. Taking 
proactive steps allows you to employ 
various strategies to reduce the amount 
payable by your loved ones. For example, 
there is no IHT on assets transferred to a 
spouse or registered civil partner.

There is also an additional residence nil-
rate band of £175,000 per person (£350,000 
for a couple) when a family home is passed 
to children or grandchildren. Gifting is 
another simple way to reduce the size of 
your taxable estate. The sooner you start, 
the more effective it can be, allowing you to 
use your £3,000 annual gifting allowance. 
You can also make regular gifts out of 
surplus income, which are immediately 
IHT-free, provided they don’t affect your 
standard of living. Larger gifts, known as 
potentially exempt transfers, become fully 
tax-free if you survive for seven years after 
making them

START THE CONVERSATION TODAY
Succession planning is essential to pass 
on wealth smoothly and efficiently. 
Talking with family members about your 
plans can help manage expectations 
and prevent potential conflicts. Although 
these talks can be complex and 
uncomfortable, they can avoid significant 
heartbreak and costs in the long term.  n


