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Brooks Macdonald US election outlook
The COVID-19 pandemic has nudged other political and
geopolitical risks down the list of priorities. As governments
and policy makers have grappled with economic shutdowns
alongside a co-ordinated medical response, normal party
politics have been suspended. Nonetheless, markets have
already been given a positive indication from the upcoming
US Presidential elections in November this year. Following the
Democrat Party nomination race, the field has narrowed to one
remaining candidate: Democrat centrist Joe Biden, the former
Vice-President under Barack Obama.
With the rise of Biden at the expense of his last remaining
opponent, Bernie Sanders, who has now dropped out of the
race, Democrat voters have clearly sought out a ‘safety-first’
candidate rather than risk upending politics with a radical
departure to the left. For markets, the two likely choices of
Biden vs Trump represent a good outcome relative to what was
feared only a few months ago. While the Democrat National
Convention (delayed until August), officially chooses the party’s
nominees for president and vice-president, Biden as the
presumptive Democrat Presidential candidate is wasting no
time in looking to pick a running mate for Vice-President.

some support for the US economy during the eye of the
economic storm, we would also expect these polices to speed
the economic recovery when it comes. As markets expect the
stimulus to outlast the virus, they are being encouraged to look
through COVID-19, and to anticipate a period of very loose
monetary and fiscal policy.
Markets are ultimately discounting machines, as they try to
weigh the value of future events. With interest rates close to
zero, we see low discount rates flattering the present value of
future growth. With the expected earnings yield on equities
some way above that available for government bonds for
example, we would continue to see a supportive backdrop for
risk-appetite.

However, we continue to see risk factors around the upcoming
election, as campaigning starts to ramp up in the coming
months. Markets saw an early litmus test of this, when Biden
recently surprised markets by appearing willing to move away
from his perception as a more moderate Democrat candidate.
Despite US President Trump’s trade war rhetoric over the past
two years, and with some $250 billion of China exports into
US still subject to 25% tariffs, Biden has nonetheless accused
Trump of being soft on China. With Trump responding in kind, a
tit-for-tat between the two political leaders has ensued.
However, if we look beneath domestic US party politics,
there is tangible progress being made on US and China trade
discussions. Indeed, as recently as 24 March, US Office
Trade Representative (USTR) Ambassador Robert Lighthizer
commented: “We are working with China on a daily basis as
we implement the Phase One trade agreement … We recognize
China’s efforts to keep the commitments in the agreement and
look forward to continuing our work together on trade matters.”
More recently, on 7 May, the USTR also noted that “both sides
agreed that good progress is being made on creating the
governmental infrastructures necessary to make the [Phase
One] agreement a success. They also agreed that in spite of the
current global health emergency, both countries fully expect to
meet their obligations under the agreement in a timely manner.”
Given this, markets will assume that much of the tough talk
on China now emanating from both Democrat and Republican
camps is aimed for a US political voting audience rather than
to Chinese negotiators. Nonetheless, it risks raising tensions as
US and China continue to discuss phase two talks.
While mindful of the political risks as we head into November,
we recently raised our outlook on US equities from neutral
to positive. Against the significant impact that the COVID-19
pandemic is having on the US economy, we also see US policy
makers delivering an unprecedented scale of monetary and
fiscal accommodation. For financial markets, with interest rates
close to zero and a re-starting of unlimited quantitative easing,
the US Federal Reserve has gone further than ever before (with
US Treasury fiscal support), by buying US corporate debt.
While this pace and scale of policy accommodation will offer
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Starlink – the future of communication through our skies

In 2015, SpaceX founder Elon Musk announced his mission
to provide low cost, satellite based coverage to all areas of the
planet. This ambitious project will provide connectivity to sparsely
populated areas currently without service due to the expense of
laying the cables to deliver internet services.
Starlink will eventually make up a network of thousands of small
satellites. These will be placed in Low Earth Orbit (an altitude
of 2000km or less) by SpaceX’s 70 meter tall Falcon 9 rocket
in 60-satellite batches. When secured for launch, the units are
compressed and stacked inside the faring of the Falcon 9 taking
up less space than a standard bus. Each satellite weighs 227kg,
less than an average-sized motorcycle. Two engines provide
enough thrust to autonomously align each unit on its orbital path,
and eventually direct it to deorbit when no longer operational.
Right now SpaceX has fired a couple of hundred Starlink satellites
into orbit but, within the next few years, Musk has permission to
launch another 12,000. He has also filed paperwork which would
allow him to add another 30,000 satellites to the growing network.
This dramatic coverage increase will provide communication
capability to the most remote areas, including deep-sea operations
such as fisheries and oil rigs, and also vastly improve aviation
safety by creating more accurate monitoring of commercial flight
paths all over the globe.
The revenue generated by this ground-breaking advance in
technology will be used to fund the long term goal of putting
humans on the surface of Mars, the next giant leap for mankind.
Concern has been voiced by the astrological community and
ecological groups who are worried about the increase in space
junk beyond our atmosphere, in particular the potential damage
to craft already in service. Having heard the complaints SpaceX
has released more data about the positioning of its satellites to
help with tracking. The satellite systems are designed to be self-

positioning and able to avoid collisions should this pose a threat.
This system also ensures the removal of redundant craft from the
network, propelling themselves back towards our atmosphere.
Being entirely constructed using materials which will almost
completely burn up during descent ensures no environmental
impact.
In response to concerns raised over reflected light preventing
ground telescopes seeing beyond the curve, one of the 60 units
launched in January 2020, nicknamed Darksat, was finished with
an experimental light reducing product to minimise ground-based
visual obstruction. This will be monitored over the coming months
to ascertain its effectiveness, as well as monitoring any resulting
changes in performance and reliability. The company has also
started testing ‘rolling the satellite so the vector of the sun is inplane with the satellite body’, meaning that the satellites would be
knife-edge to the sun, the plan being to make the satellites invisible
to the naked eye and to minimise the impact on astronomy.
So, the ability to see chains of satellites moving across the night
sky with the naked eye may be a short lived phenomenon.

Airways Update

Partial transfers - best of both worlds?
Interest in defined benefit (DB) to defined contribution (DC)
transfers has escalated since pension freedom rules were
introduced in April 2015, linked with extremely attractive transfer
values and improved death benefits on DC schemes. However
choosing whether to give up a guaranteed retirement income
for life is a big and complicated decision and many may have
previously decided against transferring out due to the ‘all or
nothing’ decision.
Despite regulations permitting them to do so, very few defined
benefit pension schemes allow partial transfers. BA historically
offered a flexible retirement package to part time employees
aged over 55 but, from 1st January 2019, BA announced
that partial transfers would now be available to all deferred
members of NAPS. This is an extremely positive development
which provides immense flexibility for those members who are
considering a transfer away from NAPS into a private pension
arrangement. In essence partial transfers allow NAPS members
to retain a portion of their guaranteed income in retirement and
transfer the rest.
The following paragraphs outline some of the reasons why a
partial transfer may be a consideration.
• Research shows that people desire a guaranteed income in
retirement income, to meet their everyday living costs, but also
flexibility to vary their income to suit changing needs. Taking
a partial transfer is a good way of accessing flexible pension
benefits without taking on the risk of a full transfer.
• Many pilots who draw a full pension from NAPS will suffer
an immediate Lifetime Allowance LTA tax charge which will
have the impact of reducing scheme benefits when using the
‘scheme pays’ option. Taking a partial transfer can potentially
keep scheme benefits below the LTA threshold and allow a
member to have some flexibility and a degree of control over
how, when and from where an LTA tax charge is paid.
• Drawing the maximum pension from NAPS could push a
member’s total pension income into the higher rate income tax
band, particularly when the state pension commences. Taking
a partial transfer will allow a member to control drawings from
the transferred amount, thus controlling the level of income tax
paid in retirement.
• Statistics suggest that retirees spend more in the earlier part
of retirement than they do in later years. A partial transfer
provides the flexibility for a member to tailor their finances in
retirement to fit their personal circumstances.
• In most cases when a member of NAPS, or their spouse, dies
the pension income will die with them. Taking a partial transfer
could mean that part of their pension savings can be passed
on to loved ones, whilst not foregoing all of their guaranteed
income.
• The Pension Protection Fund (PPF) protects members of
final salary schemes when an employer
becomes insolvent. For members
under the scheme’s normal
pension age the PPF will protect
90% of the scheme pension, but

the compensation may also be subject to a statutory limit
known as the compensation cap. Additionally pre 1997
benefits would receive no future inflationary increases under
the PPF. Effecting a partial transfer could potentially reduce
deferred pension benefits to within PPF protection limits.
Taking a partial transfer is not without risk as the valuable
guarantees on the segments transferred will be lost.
The transferred amount will be exposed to investment risk,
inflation risk and longevity risk along with the associated costs of
a private pension arrangement.
It is also important to note that NAPS pension benefits earned
before April 1997 have the most favourable revaluation (in
deferment) and escalation (in payment) rates, rising in line with
CPI capped at 5%. In all cases, any pension earned before
April 1997 must be included in a partial transfer out, therefore
members exercising a partial transfer will lose out on the most
valuable revaluation and escalation factors.
In order for a partial transfer to be permissible the following rules
must apply:
• A member’s deferred pension must be built up of two or more
specified periods i.e. post 1997 and post 2007 service
• Members have only one opportunity to make a partial transfer
out before drawing or transferring out their remaining Scheme
benefits at a later date.
• The total transfer value of the portion(s) being transferred
must be £30,000 or more
• A partial transfer out must include any portion of pension
earned before April 1997
• Only whole tranches can be transferred, i.e. periods cannot
be split
• the remaining pension can be transferred out at any time
before the earlier of the member reaching age 75 or drawing
their pension benefits from the Scheme
• AVCs can be transferred fully or partially to another pension
arrangement independently.

Summary
In a recent seminar, hosted by the FCA, which focused on the
considerations surrounding DB transfers, the FCA announced
that partial transfers would typically be the ideal scenario and
they have embarked on a campaign encouraging all UK final
salary schemes to facilitate this option.
Having a combined approach whereby secured safeguarded
benefits are utilised alongside flexible pension
arrangements is the essence of ‘pension
freedom and choice’ and could be an optimal
way to meet retirement objectives.
It is of paramount importance that independent
advice is sought to ensure that a transfer, at any
level, is advisable and appropriate for individual
circumstances.
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Tapered annual allowance
In the March budget the Chancellor announced changes to the
rules surrounding the tapered pension annual allowance which
was introduced in 2016.
With effect from 6th April 2020:
• The threshold income level has increased by £90,000
to £200,000.
• The adjusted income threshold has increased from £150,000
to £240,000.
• The minimum annual allowance threshold has reduced from
£10,000 to £4,000.
This means that the annual allowance taper will only apply where
adjusted income exceeds £240,000 and threshold income (net
income without pension contributions) exceeds £200,000. This

change should have a positive impact for many who will now be
eligible for the full £40,000 annual allowance.
However, where the taper does apply the annual allowance can
reduce to a minimum level of just £4,000 (previously £10,000).
An individual will need to have an adjusted income of £312,000
(previously £210,000) before full taper and the £4,000 allowance
applies.
Deferred Defined Benefit pensions that increase only by
reference to CPI do not need to be assessed for AA purposes.
However, if the NAPS promotional/incremental pay link
provides increases to your pension over and above CPI, these
must be included in your yearly AA assessments, along with
any personal and employer contributions into money purchase
pensions, such as BAPP.
Please contact your financial adviser with any queries you may
have about your pension annual allowance.

Radcliffe & Co
in the community
On the 5th February 2020, 9 fit and charitable Radcliffe & Co.
staff joined other local businesses to compete in a mini triathlon
to raise money for The Rose Road Association. https://www.
roseroad.org.uk/
The Rose Road Association was formed in 1952 by parents who
were unhappy with the lack of support or available services for
their disabled children. Through local fundraising they were
able to open a day centre in 1954 and have been helping to
support the local disabled community ever since.
The Rose Road association now provides a range of services
for young disabled people aged 0 to 25, their parents, families
and carers. One of the fundamental services they are able to
provide with the money raised through donations is a residential
respite facility, which offers short breaks and support for young
children which, in turn, gives their carers some respite too.

The triathlon involved a 400m swim, 15km bike ride and a
4km run at David Lloyd leisure centre in Southampton. The
participants each took on a leg of the triathlon, which they
completed in teams against the other participating companies.
Needless to say it is always the taking part that counts and we
are absolutely delighted that the efforts of the Radcliffe & Co
team raised £2,000 for this well deserving cause and we will
continue to fundraise and support this amazing charity.

Is redundancy pay taxable?
As the risk of redundancy has risen for so many employees
over the last few months, this has sadly become a very
common question. The following paragraphs help to explain
the rules.
Up to £30,000 of redundancy pay is tax free, the balance will
be taxable.
Any redundancy pay over £30,000 will usually be taxed at
source by your employer, but the calculations may not be
correct so it is important to check. The income tax you pay is
calculated on a yearly basis so, if you stopped working part
way through the tax year, you may pay too much tax.
It is your responsibility to notify HM Revenue & Customs to
claim back any over payment, or settle an underpayment,
and you may be asked to complete a Self-Assessment
tax return.

Holiday pay is treated in the same way as PAYE, so, tax and
National Insurance contributions will be deducted as usual
from these payments before you receive them.
If you don’t need all of your redundancy money to meet your
living expenses, you may wish to consider saving, reducing or
clearing borrowing, or even contributing to your pension.
Paying into a pension plan can be a tax-efficient option. If you
are a member of your employer’s pension scheme and you are
going to receive a redundancy payment of more than £30,000,
then you may be able to avoid paying tax on the excess by
asking your employer to pay it into your pension, provided
they agree to this.
Tax and pensions are rarely straightforward, and there are
limits on how much you can contribute to receive tax relief,
so it is worthwhile taking independent advice before making
a decision.
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What is the PPF?

The Pension Protection Fund (PPF) was set up in April 2005
to protect millions of people who belong to defined benefit
pension schemes in the UK. If an employer fails, and their
pension scheme cannot afford to pay what was promised, the
PPF will pay compensation to the members of the scheme. If
the PPF didn’t exist members would simply receive their share
of what was available in the scheme.
As at 31st March 2020, 1243 pension schemes have transferred
to the PPF and hundreds of thousands of people are receiving
compensation. The schemes the PPF look after range from
those of small outfits to formerly FTSE-listed organisations.

Is the PPF taxpayer funded?
No. Compensation, and the cost of running the PPF, are paid
for through levies on eligible pension schemes, income from
their own investments, taking on the assets of schemes that
transfer to the PPF and recovering money, and other assets,
from insolvent employers of the schemes they take on.
Is the PPF state-backed?
No. The PPF is a public corporation, set up by the Pensions
Act 2004, run by an independent Board which is responsible
to Parliament through the Secretary of State for Work and
Pensions.
Does the PPF take on the scheme as soon as an employer
goes insolvent?
No. The scheme enters an assessment period. While in
assessment the PPF, rather than the scheme trustees, exercise
the scheme’s creditor rights. But the scheme trustees remain in
day-to-day control of the scheme and payments, and members
still get paid.
What are the PPF’s restructuring principles?
Sometimes the PPF can take part in the restructuring or rescue
of an otherwise insolvent business. By doing this the pension
scheme must be much better off than it would have been if the
business simply went into liquidation. This involves removing,
apportioning or compromising the pension debt from the
company. The PPF will however only take part in restructures or
rescues if certain principles are met.

What is the PPF’s relationship with the Pensions Regulator?
The PPF is a compensation fund and does not have regulatory
powers. Discussions about the future of a pension scheme or
restructuring negotiations therefore take place alongside the
Pensions Regulator.
Do members see their pension reduced if the scheme
enters the PPF?
The very fact a pension scheme ends up with the PPF is because
it couldn’t afford to pay what it had promised. Broadly, members
who have reached their scheme’s normal retirement age (NRA)
will receive 100% of their pension in compensation. Members

who have not reached the scheme’s NRA, or members who
have retired but yet to reach their scheme’s NRA, will receive up
to 90% compensation, subject to a cap. Additionally the annual
increases in pension income are likely to be less than would
have been expected.
What is the compensation cap?
Each year the compensation cap for PPF members is subject
to review by the Department of Work and Pensions (DWP). If
a member is under normal pension age, there is a cap on the
total amount of annual compensation the PPF will pay. Those
members who receive the 100% compensation level are not
subject to a cap.
From the 1 April 2020, the cap, at age 65, is £41,461. As the
cap is applied before the reduction to 90%, the actual amount
a capped member retiring at 65 would receive is £37,315.
The later a member retires, the higher the annual cap is set, as
payments will be received for a shorter period of time.
Do current potential claims threaten the PPF?
No, the PPF remains robust and well-equipped to meet the
challenges that exist. The PPF have been protecting members’
futures for over 10 years and, as at 31st March 2020, are
responsible for 249,000 members and are
122.8% funded. The PPF is in a strong
position having £6.1 billion in reserves, as
at their last published accounts, and £32
billion of assets under management.
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Solar-Pavement
driveways can power the
average household
Solar panel driveways may soon be powering our households
with clean electricity thanks to this Budapest-based start-up.
For the last five years, Platio Solar has been developing
new ways of implementing solar technology into urban
spaces and one of their latest developments is a residential

solar panelled driveway made out of recycled plastic bottles.

Milan announces ambitious
scheme to reduce car use
after lockdown

WEEE Fund unveils £5.6m
Covid-19 support package for
electrical waste recycling sector

Milan is to introduce one of Europe’s most ambitious schemes,
reallocating street space from cars to cycling and walking, in
response to the coronavirus crisis. The northern Italian city and
surrounding Lombardy region are among Europe’s most polluted
and have also been especially hard hit by the Covid-19 outbreak.
Under the nationwide lockdown, motor traffic congestion has
dropped by 30-75%, and subsequently, previous levels of
air pollution have decreased. City officials hope to fend off a
resurgence in car use as residents return to work looking to avoid
busy public transport.
https://www.theguardian.com/world/2020/apr/21/milan-seeks-toprevent-post-crisis-return-of-traffic-pollution

Global coronavirus talks
focus on green recovery
On 27th and 28th April 2020, over 30 climate ministers and
high-level representatives met via video conference for the
‘Petersberg Climate Dialogue’ in a bid to make progress on

https://happyeconews.com/2020/04/29/these-new-solarpavement-driveways-made-of-plastic-bottles-can-power-theaverage-household/

Electric and electronic waste, which requires specialist recycling,
is one of the fastest-growing waste streams in the UK, and the
closure of specialist treatment facilities, during the pandemic, has
had a significant impact on the industry. The Waste Electrical and
Electronic Equipment Fund (WEEE Fund) has announced a £5.6m
Covid-19 support package to help the electrical waste recycling
sector manage disruption caused by the coronavirus crisis.

https://www.businessgreen.com/news/4014607/weee-fundunveils-gbp-covid-19-support-package-electrical-wasterecyling-sector
cutting greenhouse gas emissions. The ‘Petersberg Climate
Dialogue’ focussed on how to organise a green economic
recovery after the acute phase of the pandemic is over. It aims
to forge international agreement on ambitious carbon cuts
despite the postponement of the key climate conference COP26.
https://climatepolicyinitiative.org/event/petersberg-climatedialogue-financing-climate-ambition-in-the-context-of-covid-19/
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