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In this issue we focus on:
l 4 Years and Counting
l A New World

In our next Bulletin we’ll be reporting upon the details within the Taxation of Pensions Act 2014, which was given
Royal Assent on 19th December 2014. This Bulletin – our 50th is, instead, a diversion, an anniversary and a
milestone for our monthly commentaries.

4 Years and Counting
When we started these bulletins 4 years ago, we were wrestling with ever tightening pension drawdown limits, big
reductions in allowable pension contributions and grotesque tax charges on residual Member Accounts passing
as a Lump Sum on death after the age of 75. In the wider financial markets, the FTSE 100 hovered around 6,000
and 15 year Gilt Yields were above 4%; the domestic property market had lost more than 20% of pre-crisis value
and inflation was edging up to 5%. The Government was struggling with a deficit for that year of £100bn – whilst
our nation’s total Net Debt had risen to £910 bn.

So, how much has changed over the last 4 years? On the pension front there’s been a cascade of good news;
systematic annuitisation has ended, restrictive Drawdown regulations swept aside, unspent Member Accounts
are to become freely inheritable on death – and whilst contribution restrictions remain, the nugget of Higher Rate
tax relief continues to be fully available.

The financial markets have tracked a more testing course over this 4 year period. The FTSE 100 has bounced
around, falling from 6,013 on 4th January 2011 to 4,944 on 4th October that year – and then steadily regaining
strength to high points of over 6,870 in both May and September last year. 15 year Gilt Yield has plotted a steadier
course, falling steadily from 4.35% four years ago to 2.35% this month. Meanwhile, whilst inflation has fallen to
below 1%, the property market has regained most of its losses – courtesy of near-zero borrowing costs and value-
destroying deposit interest rates of less than 1%.

And what of the nation’s deficit? Well, despite all of the claimed ‘economic strengthening’, and the Government’s
much-hyped ‘success’, our overall position has actually worsened! Our deficit this year looks like being just as
bad as last year, possibly worse – 15 months ago, at the end of November 2013, the Chancellor had borrowed
£76.2bn of that year’s final net borrowing of £97.3bn. This year, at the end of November 2014, the Chancellor had
borrowed £75.8bn, of his projected £85bn for the full year. Clearly he’s way off track – and looks likely to have to
borrow £100bn (or more) in the full year.

And finally, what about our total debt position? Well, after 5 years of apparent “austerity” the country’s Net
Government Debt has ballooned to more than £1,400 billion – that’s a cool £500bn more than it was when we
started these bulletins 4 years ago.

So, whilst we all welcome falling unemployment, returning economic growth and improving confidence, it’s pretty
important to recognise that we’re buying this recovery with borrowed money. What’s more this growth in
indebtedness is both carefully planned and confidently forecast by the Government to continue for at least another
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5 years! It seems that our future success as a nation is dependent upon us all borrowing more – and spending
these borrowings to support the economy. Road to ruin? Ticking time bomb? To Hell in a handcart? Quite possibly
– but it’s the country’s destiny and we simply can’t avoid it. 

A New World
No political party will dare to interrupt, still less overturn, this grand experiment – because all of us are in its grip.
Six years of near-zero interest rates, quasi debt-forgiveness, negative real returns on deposit savings and taxpayer
subsidised property purchases have woven debt acceptance deeply into our national psyche. To mis-quote the
sub-title of ‘Stanley Kubrick’s’ classic black comedy, Dr Strangelove, our position might now be summarised as
“How I learned to stop worrying and love the Debt!” 

We all know that neither the Chancellor – nor any of his successors – have any hope of realising the Office 
for Budget Responsibility’s assumptions around which last month’s Autumn Statement was constructed (see
Bulletin 49: http://www.pensionsmanagementltd.co.uk/wp-content/uploads/2014/12/pml-bulletin-49.pdf). Public
Sector Spending Cuts of more than 40%? Not a chance. A million public sector jobs to go over the next 4 years?
Forget it. A balanced economy by 2019/20?... Oh come on!

So, from now on, I realise that I have to stop banging on about debt escalation, laughable political propaganda,
government ‘investment’ of our money, taxpayer high-jacking, the mortgaging of our children’s future – or even
excessive encouragement to plunder our pension pots... because we’ve entered a New Age of spend and borrow.
So let’s all pitch in, get spending – our future depends on it!

Just a thought – but didn’t Dr Strangelove conclude with the mother and father of a disaster?

Geoffrey Stait
14 January 2015
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