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tax.
For high rate taxpayers even under Conservative
plans to raise that threshold to £50,000 by 2020-21, it
will still be below where it would have been had it
simply been uprated with inflation since 2010. Even
with that increase, the IFS calculate the number of
higher-rate taxpayers would increase from 4.9
million now to 5.3 million in 2020---21.
The Conservatives would like to reduce the annual
allowance for those with taxable incomes over
£150,000 so that it falls from £40,000 to £10,000 by the
time income reaches £210,000. Why someone earning
£150,000 should be able to save £40,000 in a pension
while someone earning £210,000 should be able to
save just £10,000 with tax relief is unclear. Note also
that this policy discourages would-be pension savers
on high incomes from increasing their incomes over
this range, in a similar way to straightforward
increases in their marginal rates of income tax.

Election response
The outcome of the General Election has brought
about a more robust outcome than most
commentators would have expected.
The
Conservatives maintained their improvement in
polling with the ‘normal’ surge in shy Tories getting
them into government.

A Tory majority
Whilst this may be ‘best’ in terms of economic policy,
those with memories back to post-92 may remember
that a small majority means that the ‘rogue’ element
will have power, if the likes of Jacob Rees-Mogg
would ever fit the description of a rogue. I am
thinking of the issues such as Heathrow which the
west London Tories will try and block the runway
and political spite from the other parties may join
them in blocking what most think is necessary for the
country. Less necessary (in my opinion) is HS2 which
may also be threatened if Central England Tory MPs
have to be listened to. Putting aside the impact of
local MPs on national projects, the economic outlook
is clearer.

The Conservatives, in contrast, would like to reduce
the effective tax on some owner-occupied homes by
effectively increasing the inheritance tax (IHT)
threshold to £1 million for married couples whose
main residence is worth at least £350,000 and is
bequeathed to their children or grandchildren. It is
also hard to see the economic or social question to
which the Conservatives’ proposed additional IHT
allowance for housing is the right answer, and it is
striking that they are proposing this despite Treasury
advice that ‘there are not strong economic arguments’
for the policy. Offering additional IHT relief for
owner-occupied housing can only increase the
distortions in the tax system both in favour of owneroccupation and against trading down. Tax incentives
that effectively lock older people into bigger and
more expensive properties do not look helpful.

There is apparently a huge amount of money to be
extracted through a clampdown on tax avoidance
(mysteriously missed by all previous clampdowns).
There is yet more money to be extracted from those
on very high incomes saving in a private pension. The
main rates of income tax, National Insurance
contributions (NICs) and VAT will not be increased.
The ‘triple lock’ on indexation of the basic state
pension will remain and most pensioner benefits will
be protected. There is a lack of any attempt to paint a
coherent strategy for tax reform, by the Conservatives
but is a critic of all major parties.
On cutting welfare benefit costs, the Conservatives
have spent two years promising substantial
additional benefit cuts of £12 billion a year whilst
failing to come up with more than 10% of that figure
in actual cuts.

For business and investment the Conservative Party’s
manifesto included:
• A pledge to set a ‘new, significantly higher,
permanent level for the Annual Investment
Allowance’ (the amount of investment a firm can
immediately deduct from profits for tax purposes).
Having reduced the allowance from £100,000 to
£25,000 in April 2012, the coalition subsequently
‘temporarily’ increased it again, first to £250,000 and
then to £500,000, its current level. The level is
currently due to fall back to £25,000 in 2016.
• A pledge to retain tax incentives for films, theatre,
video games, animation and orchestras.

The Conservatives are promising significant income
tax cuts through further increases in the personal
allowance and an increase in the point at which
higher-rate tax becomes payable. Only 57% of adults
now pay income tax, down from 61% in 2010---11,
and of course further increases in the personal
allowance will not help the 43% who pay no income
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Chief Economist at the Bank of England openly
acknowledging the possibility of further monetary
policy stimulus, in contrast to market expectations of
an interest rate rise.

BREXIT fears overdone?
The Conservatives have promised a referendum on
membership of the EU in 2017.
Whatever
renegotiations take place and concessions won,
opinion polling around ‘staying’ or leaving the
current arrangements appear to favour staying. We
think that once this is appreciated by investors in
coming months, the latent fear over a BREXIT should
dissipate. This should support sterling’s value.

Large UK current account deficit points to a
fall in sterling

UK opinion polls on leaving the EU

Source: Artorius Wealth

Unanswered questions that are raised by the election
result include the relationship between Scotland and
the rest of the UK and further evidence that the first
past the post electoral system is deeply flawed.

Source: Opinion polls

Against the improving political backdrop economic
challenges remain. Fiscal austerity is an economic
necessity despite the populist reaction in Scotland.

Austerity to return post-election

Source: Artorius Wealth

Fiscal policy is due to tighten markedly in 2016-17
after a period between 2012 and 2014 when policy
was relatively loose. Policy proposals from the main
political parties vary in degree but the direction of
travel, i.e. further tightening either by further
spending cuts or tax increases is common. In such an
environment we expect the UK economy to slow.
With this this view from the perspective of markets,
sterling remains unattractive, especially with the
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The views and conclusions expressed in this communication are for general interest only and should not be taken as investment
advice or as an invitation to purchase or sell any specific security. Any data contained herein which is attributed to a third party
("Third Party Data") is the property of (a) third party supplier(s) (the "Owner") and is licensed for use by Artorius Wealth. Third
Party Data may not be copied or distributed. Third Party Data is provided "as is" and is not warranted to be accurate, complete or
timely. To the extent permitted by applicable law, none of the Owner, Artorius Wealth or any other third party (including any third
party involved in providing and/or compiling Third Party Data) shall have any liability for Third Party Data or for any use made
of Third Party Data. Past performance is no guarantee of future results. Neither the Owner nor any other third party sponsors,
endorses or promotes the fund or product to which Third Party Data relates.
All information, opinions and estimates in this document are those of Artorius Wealth, and constitute our best judgement as of the
date indicated and may be superseded by subsequent market events or other reasons. This material is for informational purposes only
and does not constitute an offer to sell, or solicitation of an offer to purchase any security, nor does it constitute investment advice or
an endorsement with respect to any investment vehicle. Furthermore, these views are not intended to predict or guarantee the future
performance of any individual security, asset class, markets generally, nor are they intended to predict the future performance of any
Artorius Wealth account, portfolio or fund. This material serves to provide general information and is not meant to be legal or tax
advice for any particular investor, which can only be provided by qualified tax and legal counsel. This material is confidential and is
not to be reproduced in whole or in part without the prior written consent of Artorius Wealth.
Care has been taken to ensure the accuracy of its content but no responsibility is accepted for any errors or omissions herein. Please
note that past performance is not a guide to the future. Potential for profit is accompanied by the possibility of loss. The value of
investments and the income from them may go down as well as up and investors may not get back the original amount invested.
Asset allocation, diversification and rebalancing strategies do not insure gains nor guarantee against loss. The use of leverage,
shorting, and derivative strategies may accelerate the velocity of the potential losses. The use of currency strategies involves additional
risks. This document is a marketing communication. The document has not been prepared in line with the requirements of any
jurisdiction designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of
the dissemination of investment research.

Artorius Wealth Switzerland AG is a provider of wealth management services to the benefit of private individuals. We are an active
member of the Swiss Association of Asset Managers (“SAAM”) – a Swiss self-regulating organization in matters of anti-money
laundering and asset management recognized by the Swiss Financial Market Supervisory Authority (“FINMA”). Registered
Office: Artorius Wealth, Schlüsselgasse 3, 8001 Zurich
Artorius Wealth London Limited and Artorius Wealth Manchester Limited are Appointed Representatives of Alfred Simmons Asset
Management LLP which is authorised and regulated by the Financial Conduct Authority. Alfred Simmons Asset Management
LLP is registered in England no. OC312302. Registered Office: Chancery House, 3 Hatchlands Road, Redhill, Surrey RH1 6AA.
Artorius Wealth London Limited is registered in England no. 09268507 Registered Office: Devonshire House Level 1, 1 Mayfair
Place, London W1J 8AJ
Artorius Wealth Manchester Limited is registered in England no. 09184486 Registered Office: 3rd Floor, Giants Basin, Potato
Wharf, Manchester M3 4NB.
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