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Background – Client Profile 
This report outlines financial advice for Rob Williams, regarding future finance and investment. 
Rob, who is in his late 20’s, comes from a background in Computer Science and is currently employed as an IT Engineer, having been employed in this role for six years and believes this to be a secure position. As a result, greater care must be taken regarding advising Rob on financial matters, as he may not be aware of certain factors that may affect his long-term finances.
From our meeting, Rob has shown interest in taking greater control in his investments, having previously invested according to familial advice. Therefore, helping Rob identify investments that meet his criteria (Rob stated an interest in ethical and social impact investments) should be prioritised.
Additionally, he has stated long-term aspirations of retiring early to pursue his passion for travel. This must also be considered when any suggestion is made, so as not to jeopardise Rob’s financial independence.





Risk profiling & suitability
Within the meeting with Rob, he specified that he did not want to risk the money invested within the Premium Bond Account which he received as inheritance from his grandmother. While this would suggest a degree of risk aversion, his interest in making his ‘money work harder for his benefits’ suggests that he may be interested in taking greater risk to reach this end. 
It is therefore important to identify potential investments that may yield higher returns than those he earns currently, while also maintaining a degree of security with which rob is comfortable.
According to Base Plain using (Planwithvoyant.com, 2018) Rob current situation he is quite financial stable until retirement and there is a 2-year period where he is sustainable, unfortunately after the 2-year period there 8-year gap until he gets his state pension, and in which has no positive effect on the shortfalls. 
Rob is adamant he must retain financial independence, and this must be taken into consideration when planning his existing and future finance’s his desire to retire and travel will be a situation where expenses will more than likely outweigh incomes won’t be sustainable without careful planning and prudence.

Figure-1 Base Plan




Rob’s current course for spending is unsustainable the tables below demonstrate a basic review of his expenses, despite suggestions for cutting down on expenses he would be withdrawing assets to cover his annual spend.
Table 1 – overview of  Expenses 
	Expenses
	actual
	projected

	food
	300
	200

	clothes
	200
	100

	miscellaneous
	104
	

	car loan repayment
	250
	250
	Expenses
	3882.26

	rent
	780
	550
	Income
	2975

	council tax
	70
	70
	withdrawals from assets
	907.26

	travel motoring expenses
	300
	300
	Revised expenses
	

	socialising
	200
	100
	expenses
	3183.26

	gifts birthdays
	40
	
	income
	2975

	holidays
	166
	166
	withdrawal from assets
	208.26

	utilities
	180
	180

	gym membership
	50
	25

	interest payment
	100
	100

	HSBC personal loan payment
	422
	422

	phones
	50
	25

	tax paid
	397.5
	397.5

	national insurance 
	272.76
	272.76








Asset and liability analysis base plan 
Rob has some investments already but is unsure of their current value, over the course of ownership these investments while dividend paying stocks could be losing value. As an initial check of Robs investing using data from 5 years prior, 3 of his 5 investments are trading at lower prices with one being so significant it would eclipse the minor gain’s on the other 2, a yield of -30% before transaction fees. The asset’s need to be reviewed but we will allocate assets after reviewing the expenses and liabilities. 
Two methods for dealing with debts can be the avalanche and the snowball method (Forbes, 2018), both these methods assume an amount is paid each month, this money is then used to either attack high interest (avalanche) or low balance amounts (Snowball) in a systematic way. Debt isn’t necessarily a bad thing, but the lowest interest rate is still four times that of inflation. Money would usually be better spent on clearing debts before seeking investments as your debts could grow faster than investments or investments fail leaving you in a negative equity situation.
The unsecured debt should be approached with caution if clearing early as an overpayment charge may circumvent any savings from early repayment. 
According to (Base Plain) Rob current situation he is quite financial stable until retirement and there is a 2-year period where he is sustainable, unfortunately after the 2-year period there 8-year gap until he gets his pension, and in which has no positive effect on the shortfalls. 
His asset allocation is far from ethical with the Invesco perpetual fund containing tobacco and oil companies. Ethics however are completely personal, while a tobacco company seems unethical at face value we don’t know their philanthropic efforts which could be going on behind the scenes driving returns.
Income and expenditure analysis 
Robs salary alone as income is good and above national average of £27,195 (Google, 2015), when we include his bonus and wage increase that exceeds inflation he is in a good position. Some recommendations have been made on reducing his expenses which at present are unsustainable leaving a monthly shortfall. 
The aim of reducing the expenses initially is too reduce debt and begin saving for a house purchase which can circumvent robs biggest annual expense: Rent. Rob could be using this money to pay for equity as opposed to a liability at a cheaper rate. This will give Rob more financial freedom in the future and in 25 years’ time his living expense will fall again. 

Rob has enough cashflow to not require credit products but if it they were required for emergencies or for protections on large purchases I would encourage him to take advantage of introductory offers that credit card companies offer such as 0% on purchases for a fixed term, or 0% balance transfer’s which could be used now to reduce the interest payment of current liabilities.



Voyant life time cash flows , Scenario analysis and recommendations
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Figure 3- Voyant Indicator 

Expenses and debt management 
The above reductions have been recommended for Rob’s expenses, these reductions will allow rob to clear debts quicker and in turn increase the surplus of income to expenditure to finance a house, life goals and retirement.
[image: ]
Figure 4 – Scenarios 1: Reducing Expenses 
If the debt in line with the two strategies outlined above should be cleared within the first or second year. Priority is given to paying off the higher interest rates, leaving the personal loan to be paid off last, it is worth using savings to clear these debts as the interest on the debt will be greater than a savings account.
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Figure 5 – Scenarios 2- Paying off debts


Emergency fund and Protections 
An emergency fund is an important part of personal finance, this should be set aside in a liquid form ready for any unexpected financial obligations examples include losing your job or essential appliance’s breaking down. Its recommended to keep 6 months’ worth of expenses to allow yourself to rectify a change in situation and avoid the potentially high costs of financial distress.

6 x (expenses) = £10,315 (this doesn’t include tax expenditure because if earning’s were to drop significantly so would tax payments.
Several insurances could also protect robs income or assets examples include income protection insurance/ critical illness insurance. We would advise against life insurance because no next of kin has been mentioned and there are no plans to marry or have children.

Pensions (occupational pension and state pension) 

unfortunately for Rob the state pension won’t begin paying until 2058 when rob is 68 years old which goes against his goal of retiring early. If he still wanted to retire at 60 he would have to set up his own pensions, or an equity sale could fund his retirement.
Robs employer already offers pension contributions and it would be wise to maximise his own contributions to this amount, this acts as a tax benefit and is as close as you will get to free money.
It could be worth investing in a self-invested personal pension (SIPP), it’s a tax efficient way of investing for retirement because: like all pensions Sipp offers up to 45% tax relief on contributions
there is no capital gains or income tax to pay a maximum of £40,000 can be invested per annum into the SIPP.
An alternative that Rob could consider might be a self-invested personal pension (SIPP), in which an individual has greater control over the investments made using their pension funds. Due to his interest in ethical investments, this approach would allow for Rob to invest his pension funds in companies that advocate positive social positions.
However, there is an increased risk to this type of investment, as it put responsibility for the management of the pension on the individual, which may lead to a loss of these funds. As someone who is risk averse, Rob may need greater assistance from our advisors if he decided to take this route.
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Figure 6 – Scenarios 3- Pension and protections

Buying a house – recommendations on affordability, mortgage long term investment analysis 
Rob says that he would like to buy a house but is put off by interest rates lenders are charging
We recommend that in the year 2021 after all liabilities have been paid and savings accrued we recommend buying the following:
· House market value: £140,000
Deposit: £30,000
Borrowed amount: £110,000
Interest rate: 3.92%  
Time to pay: 25 years
total cost of mortgage: £172,732
@ 6.5% total cost of mortgage: £222,818
Property prices are one of the highest gainers from the key assumptions, while not impossible it means that any other investments or saving’s products will be inferior to this 5% per annum rise making it a sensible place to invest
In terms of affordability the general rule as a guide in the UK is that you could afford 5 times your salary putting Rob at a maximum mortgage lending of £150,000 (MSE, 2018). I wouldn’t advise going for the maximum loan with a minimum deposit because this will maximise the interest charge paid to the lenders and for a single man a larger house will seem to have diminishing utility.
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Figure 7 – Scenarios 4- Buying a House
investment analysis and recommendations, asset allocation/ diversification/ passive vs active/ tax implications and considerations 
The investments certainly need to be reviewed, rob has mentioned active vs passive investment strategies:
· [bookmark: _30j0zll]Active: this will require constant ongoing monitoring of stocks are shares and in-depth knowledge to take advantages of movements in the market on a high frequency basis.
· Passive: In contrast to active passive take’s a ‘buy and hold’ mentality and is geared towards long term returns, this may be done by picking a portfolio of companies like robs previous investing experience or following an index.
Regarding socially responsible investing this can be done in several ways and could be subjective to the client. Two examples of choosing socially responsible stocks are to develop either a positive or negative screening exercise which will evaluate companies on whether they do or don’t do things e.g.
supports ethical ventures such as social or environmental goals could be positively screened
in contrast sells products which could be deemed unethical such as tobacco or oil, so you could negatively have screened. It could be that the manager of an investment is working with the company actively to promote socially responsible business, for example British American tobacco could be negatively screened just from its name however this hides all the ethical and socially responsible work they could be doing resulting in a missed opportunity.
Potentially an allocation of his savings into 70% tracker and 30% active this mix can be reviewed depending on performance and robs comfort with active investing. 
The tax implications on profits from the disposal of stocks will be subject to capital gains tax. This will be dependent on when and in what volume they’re liquidated and what earnings they are combined with for that year. A tax rate of 20% is predicted but this is subject to change. 
Examples of ethical tracker funds:
CIS sustainable leaders trust 
Ftse4good (several indexes if rob wanted to support an are he may later travel to)
Aviva sustainable Future Global Growth
[image: ]
Figure 8 – Scenarios 6 – Investments 



CEng obtained salary and increase 
This would certainly be beneficial for rob given him a significant salary rise of 15% as well as the bonus increasing in line with the salary. I believe this will help him achieve his financial goals sooner.

Another advantage to this qualification is that it gives him some security in his respective field and although it’s assumed that he won’t change job he either might be able to command a higher wage or secure another job should the business he works for fail. 
The rate at which the salary is increasing is only slightly less than inflation with a 0.5% difference, while this could be viewed in a negative light as wages don’t increase as quick as expenses this is much better than wages staying stagnant or decreasing, we believe with financial prudence Rob won’t feel the impact of the 0.5% difference.
Early retirement at the age of 60 
One of robs goals is to retire early preferably at the age of 60, unfortunately in the UK rob won’t be eligible for state pension until 68 years old in 2058 (GOV, 2018), this doesn’t mean retirement is impossible but he will need to recognise that investments and savings will be his bread and butter if he retires with no income.

In the UK we have an aging population due to living longer than ever before and in greater numbers this is leading to strain on the national health service in terms of both health and social care. By having equity and assets at a later time in life he may able to use assets to fund a greater quality of healthcare later in life should it be required.
[image: ]
Figure 9- Balance Sheet (This is an initial outlook of where Rob’s finances could be at retirement)
Any additional/ inspirational scenarios and recommendations 

In line with Rob’s interest in prioritising ethical investments, considerations should be taken about his investments in Invesco and other quoted shares. As stated within the initial report he possesses shares in both Imperial Tobacco and British Petroleum, both which could be argued as being unethical companies due to the nature of their product. 
Therefore, it would be important to confirm with Rob whether he wishes to keep these shares, or sell them and reinvest these funds in companies with more perceived ethical practise. One potential alternative investment opportunity would be ftse4good, who prioritise companies that demonstrate “strong Environmental, Social and Governance (ESG) practices” (FTSE, 2018). This would help Rob with vetting potential investments and establishing a more ethical portfolio.
Another potential opportunity for Rob would be that he could potentially sub-let his future property either if he decided to travel earlier in his life, or if he continues to live alone. This would allow for Rob to peruse his passion for travel to a greater extent, at a younger age than he may be able to otherwise. This could be beneficial in generating an additional source of income that could help to overpay the mortgage, helping Rob to pay his mortgage while maintaining a higher level of income. This would help meet Rob’s demands for greater financial independence. 
One recommendation that we would suggest to Rob would be to avoid placing his money in savings accounts, due to the low levels of interest available in this type of investment in the current market. While we suggest placing his resources elsewhere, we still suggest that in order to maintain liquidity he should maintain a savings account that contains emergency funds for in case of unforeseen events.
[bookmark: _1fob9te]Another option that satisfies robs desire to travel is to become a nomad, while depending on responsibilities at the time this can be a low-cost way to enjoy the world without the constraint of normal day to day life. A wealth of information exists online that can guide Rob in terms of cost and travelling requirements.

Conclusion and suggested action plan for the client
Action plan
1) Review expenses aiming for a surplus of income to expenses
2) Reduce debts to avoid paying high interest rates
3) Consider buying a property
4) Set up emergency fund and protections
5) Monitor investments and continue to maximise value for money

To conclude Rob’s financial planning, it’s a perfect case of financial ignorance, while he does have some knowledge on various concepts and idea’s they are not necessarily working in his favour. Fortunately, at his time of life time is his favour and with more prudence and understanding of his personal finances in the future his goals can be satisfied. He can be financially independent and retire early. 














Some key assumptions with some commentary:

1)	Long term Bank of England base rate average: 2.5% p.a.
this affects the interest rate on savings and mortgage rates as well as an extra charge on credit products. Should this rise in the future saving and investing will be more favourable as opposed to obtaining credit.
2)	Long term annual inflation: 3.5% p.a.
The expected annual rise of products and services, it’s important for wages to rise in line with this to maintain the same level of comfort as the year before.
3)	Mortgage lending 10-year fixed rate: 6.5% p.a.
This is the interest charged on a mortgage product should be similar to average property price increase. A greater than annual property price increase could lead to negative equity situations.  
4)	Long term bank deposit rate: 0.5% p.a.
This is the interest received on bonds
5)	Salary increase: 3% p.a.
self-explanatory the earlier this is done in life the greater the compounding.
6)	Average property price increase: 5% p.a.
The rate at which property prices are rising, crucial for rent or buy decisions 
[bookmark: _3znysh7]7)	Credit card interest: 18.5% p.a.
the charge of interest on the remaining balance of the credit card, this is 3 times that of any other interest rate.
8)	Unsecured loan: 18.5% p.a.
the charge of interest on the remaining balance of the credit the unsecured loan, this is 3 times that of any other interest rate.
9)	No job change until retirement
This important for suitability as a change of job and in turn income could influence the plan in a different direction.
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This report was prepared using Voyant financial planning software
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