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The countdown is on if you are planning to retire in five years’ time. At this stage, stopping work  
is not just a distant, hopeful aim but a more tangible goal, and this should be reflected in the  
financial decisions you make.

As you approach retirement, the focus needs to be on protecting the savings you’ve built to date, thinking more  
seriously about how you might take your pension benefits, while squirrelling away what you can in this final furlong  
before retirement.

Your 2plan adviser will help you navigate the various considerations during this period; however, the checklist  
below offers useful pointers regarding some of the key steps.

 1  Maximise your savings:
  Make the most of tax-efficient pensions and ISA savings while  

you are still earning. Most people can save up to £60,000 tax free 
into a pension each year, or the equivalent of their annual salary  
if this is lower. In addition, everyone can save up to £20,000 each 
tax year into an ISA.

  For those who have the funds available and want to maximise 
pension savings, they can also ‘carry forward’ unused pension 
allowances from the last three years.

  Tax relief makes pension contributions particularly cost-effective  
for higher-rate or additional-rate taxpayers, especially if they’re  
likely to move to a lower tax bracket in retirement. If you are  
a member of a workplace pension, you will also benefit from 
employer contributions.

  There are some restrictions related to pension contributions,  
which do not affect ISA allowances, so higher earners should 
ensure they also make the most of these wrappers.

 2  Explore income options:
  Start thinking about how you will take an income from pensions 

and investments in retirement. Will you use your pension to  
buy an annuity, keep funds invested and draw an income from it,  
or simply take out cash lump sums? There is no right or wrong 
answer – much will depend on your financial circumstances. 
Remember, it is possible to take a mix-and-match approach when  
it comes to annuities and drawdown.

  You don’t need a definitive answer at present, but it pays to  
explore the options in advance and weigh up the pros and cons  
of each. Deciding which is the most likely course of action  
may influence your investment strategy for the next five years. 
Don’t forget to include the State Pension when calculating the 
income you’ll need to cover day-to-day spending.

 3  Reassess your investment strategy:
  If you are five years from retirement, you don’t want a stock  

market crash to derail your plans. However, switching all  
your savings into low-risk cash holdings will simply mean your 
retirement funds are unlikely to keep pace with inflation.

  Most people want to steer a path between these two extremes, 
which means holding a diversified mix of assets, including equities, 
bonds, and cash. Think about your own circumstances and  
how your future plans could impact your investment strategy.

 4  Understand your tax position:
  Making the wrong decision at retirement can land you with an 

unexpected tax bill, potentially wiping out some of the investment 
gains you’ve made on your pensions and investments.

  When looking at income options at retirement, it is important to 
understand your tax position and the most efficient way to convert 
your savings into a regular income. This should be an important 
element when considering different income options.

  Most people can withdraw up to 25% from their pension tax-free, 
but further payments taken from a pension may be subject  
to income tax.

  It’s important not to look at pension savings in isolation. 
Remember, there is no income tax due on funds cashed in from 
ISAs, so taking money from these savings can be a useful  
way to top up state or private pensions without pushing your 
income into a higher tax band.

Retirement plan checklist:  
five years from retirement
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 5  Test your retirement plan:
  Tax rules can be complex and subject to change. Your 2plan 

adviser will be able to help plot the right course for your individual 
circumstances. When approaching retirement, it is important to 
review your plans regularly to ensure they remain on track and 
adjust where necessary. For example, if investment returns are not 
what you had hoped for, you may need to save more or push  
back your retirement date.

It is important to be flexible as circumstances  
can change and impact your plans.  
Reviewing your investments and retirement  
plans annually together with your 2plan adviser  
will help ensure you stay on track to achieve  
the retirement you’ve dreamt of.

Author: Fidelity

Issued by Financial Administration Services Limited, authorised and regulated by the Financial Conduct Authority. Fidelity, Fidelity International,  
the Fidelity International logo and F symbol are trademarks of FIL Limited. UKM0325/400171/SSO/NA

Important information
Investors should note that the views expressed may no longer be current and may have already been acted upon. Tax treatment  
depends on individual circumstances and all tax rules may change in the future. The value of investments can go down as well as up,  
so you may get back less than you invest. Withdrawals from a pension product will not be possible until you reach age 55 (57 from 2028). 
This information is not a personal recommendation for any particular investment. If you are unsure about the suitability of an investment, 
you should speak to your financial adviser.
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Limitless gifting – inheritance tax free
Are you worried about inheritance tax and looking for a way to protect your wealth for your loved ones? 
Discover how making gifts from your excess income can help you tackle this issue effectively.

Why inheritance tax matters
Inheritance tax (IHT) isn’t just a concern for the wealthy anymore. 
With rising house prices and frozen IHT limits, more and more ordinary 
families are being affected. And with the changes announced in the 
Autumn Budget to include pension wealth within the IHT net from  
6 April 2027, even more families are now having to consider IHT planning.

A solution could be gifting
By making a gift, you can reduce the value of your estate and therefore 
the amount of IHT your estate pays on death. Some gifts are ‘exempt’ 
and the IHT saving is immediate. For all other gifts, you will need to 
survive a period of seven years for the IHT saving to apply.

IHT exemptions Annual monetary limit

Spousal exemption £ unlimited 
provided both spouses are  
UK domiciled

Annual exemption £3,000 

Small gifts £250

Marriage Parent: £5,000 
Grandparent: £2,500 
Other: £1,000

Normal expenditure out  
of income

£ unlimited 
provided criteria is met

Some of these IHT exemptions have monetary limits, which haven’t kept up with inflation, making them less  
valuable today than they were previously. For example, the ‘annual inheritance tax gift allowance’ of £3,000 a year  
has been stuck at its current level since 1981.

However, there’s one exemption that remains incredibly valuable: ‘normal expenditure out of income’.  
Gifts made using this exemption are immediate and limitless, provided certain conditions are met.

The power of normal expenditure out of income
•  How it works

  To qualify, your gifts must meet three key conditions:

 1.  It forms part of your normal expenditure. This means it should 
be something you do regularly, like helping with a grandchild’s 
school fees. HMRC adopts the dictionary definition of normal, 
which is standard, regular, typical, habitual or usual.

 2.  It comes from your income. This includes interest from bank 
accounts, dividends, pension income, rental income, and your 
salary. It does not include capital from savings and investments 
or regular withdrawals from an investment bond.

 3.  It doesn’t cause a reduction in your standard of living.  
You need to show that you can maintain your normal lifestyle 
after making the gift. Gifts will not qualify if you need  
to resort to capital to meet your normal living expenses.

  If these conditions are met, there’s no limit to the amount that  
can be gifted and immediately exempt from IHT. Your financial 
adviser can guide you on this process.

•  Keep records

  Since the exemption is claimed after death, it’s crucial to keep detailed 
records of any gifts you make. This will help your representatives 
justify the claim to HMRC and show that your standard of living wasn’t 
affected by the gifts. Documenting your intention is also important 
to evidence you intended the gifts to be regular or habitual even  
if you pass away after only making one or two payments.

•  The benefits

 ✓  Immediate IHT exemption: Gifts that qualify as being  
out of normal expenditure are immediately exempt from IHT. 
This can be a significant advantage if you are looking to reduce 
the size of your taxable estate quickly. However, a potential 
downside is that this exemption cannot be proven until death – 
keeping records is crucial.

 ✓  Flexibility: Unlike other IHT exemptions, there’s no limit  
on the amount you can gift under the normal expenditure 
 out of income exemption, giving you the flexibility to support 
your loved ones in a way that suits your financial situation.

 ✓  Regular support for loved ones: By making regular gifts, you  
can provide ongoing support to your loved ones, helping them 
with their financial needs and goals.
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Use a trust for your excess income
It is also possible to make gifts from normal expenditure into an  
‘excess income trust’. Provided the key conditions outlined above  
are met, any gifts made into the trust are immediately free of IHT.  
Once in the trust, the gifts can benefit from investment growth,  
whilst still providing you with control and flexibility over who receives 
your wealth and when. Trust planning is a complex area which  
you should discuss with your financial adviser.

Advice is key
Lifetime gifting can be a powerful tool in inheritance tax planning, 
especially when using the ‘normal expenditure out of income’ 
exemption. Your financial adviser can help you plan your gifts to  
ensure they comply with the necessary rules, effectively reduce your  
IHT exposure, and ensure you have enough money to maintain  
your desired lifestyle.

Author: Quilter

Issued by Quilter plc, registered in England and Wales. For information about Quilter’s regulatory authorisation details, visit quilter.com.  
Quilter and its associated companies are not responsible for any action taken or not taken as a result of this article. Information is based on  
Quilter’s current understanding of HMRC tax practice as at February 2025. Tax treatment varies according to individual circumstances  
and is subject to change.



Omnis have worked alongside 2plan Wealth  
Management and J. P. Morgan (JPM)  
Asset Management to undergo a group  
wide Strategic Asset Allocation review.

What is Strategic Asset Allocation?
Strategic Asset Allocation (SAA) is the long-term allocation of  
asset classes in a portfolio based on an investor’s risk tolerance,  
capacity for loss, investment goals and time horizon. It involves 
analysing, selecting and weighting different asset classes (such as 
shares, bonds and alternatives) according to certain return and  
risk profiles. The purpose of SAA is to create a diversified portfolio  
that performs in line with your investment objectives and attitude  
to risk by balancing the unique risk and return characteristics of  
different asset classes. It is important that the portfolio you invest  
in has the most appropriate SAA, as this will be the dominant  
driver of your returns over the long term.

Why is Strategic Asset Allocation important?
SAA is crucial to the investment process. The performance of  
different asset classes can vary depending on economic conditions,  
so a robust SAA can optimise returns and adhere to your risk profile  
by balancing volatile assets with more stable ones. We review our  
SAA framework annually with the trusted support of J. P. Morgan  
Asset Management, one of our global research partners, to ensure  
it continues to align with your risk tolerance and time horizon. 

How do we develop the SAA?
Our annual SAA review keeps our portfolios balanced and well 
positioned. We start by looking at long-term market forecasts developed 
by J. P. Morgan Asset Management. These forecasts predict how  
various asset classes might perform over a 10-15 year period, including 
their expected returns, risks and how they correlate with one another. 

We use this data alongside expertise from our risk research partner, 
Oxford Risk to design portfolios that align with these forecasts and your 
investment objectives. This ensures your portfolio operates within  
a level of risk that you’re comfortable taking.

Why J. P. Morgan Asset Management?
J. P. Morgan (JPM) Asset Management is a leading provider of  
Long Term Capital Market Assumptions (LTCMAs) because of its robust 
research capabilities, deep market insights and experienced team  
of investment professionals.

It leverages extensive historical data and advanced analytical models 
to generate reliable, comprehensive projections across various asset 
classes. Its LTCMAs are built on a rigorous framework that incorporates 
multiple macroeconomic and geopolitical factors.

Their expertise equips us with the insights we need to make  
informed decisions about SAA which are aligned with your long-term 
investment objectives.

Outcomes of the review
The global economic landscape has shifted from the low investment, 
low growth and low interest rates of the 2010s to higher growth, 
significant capital investment and increased interest rates. 
Advancements in artificial intelligence and automation are likely  
to support increased productivity and economic growth, creating a 
positive outlook for asset markets despite persistent inflationary  
risks and market volatility.

Based on this outlook and JPM LTCMAs, we’ve made some changes 
to reduce the concentration of UK assets in favour of other global 
investment opportunities:

•  We reduced UK equities by 25% in 2024. We’re reducing them  
even further in 2025 in favour of global equities.

•  We’ve also reduced UK bonds (both government and corporate) 
in favour of global bonds. We believe this will help to reduce single 
country risk with little to no effects on the long-term risk and return 
projections of your portfolio. Here are the expected annual returns 
of your new Strategic Asset Allocation over the next 10-15 years:
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 Source:  J. P. Morgan Asset Management & Omnis Investments,  
February 2025.

  For more information, please speak to your  
financial adviser.

Strategic Asset Allocation

Author: Omnis
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