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Market Update

Global equities mostly rose in August, supported by expectations of a US interest rate cut after
weaker jobs data and dovish comments from Federal Reserve Chair Jerome Powell. US shares
gained, led by energy and materials, while technology lagged amid concerns about the
sustainability of Al-related investment. European and UK equities also advanced, with energy
and consumer discretionary among the leaders, though political instability weighed on French
markets. Emerging markets, particularly in Latin America, delivered strong returns, while Asia
also made gains. Japanese equities benefited from renewed GDP growth and steady inflation.

US Equities

US equities rose in August, buoyed by the prospect of interest rate cuts. Materials and energy
led performance, while utilities lagged. Technology shares underperformed as investors
guestioned the near-term returns from Al investments.

Eurozone Equities

Eurozone markets edged higher. Energy and consumer discretionary were the top performers,
while industrials and technology detracted. French equities fell late in the month on political
uncertainty.

UK Equities

The FTSE All-Share posted gains, supported by strong returns from telecommunications, basic
materials, and energy. However, technology declined, and UK inflation surprised to the upside
at 3.8% in July.

Japanese Equities

Japan’s equity market rose, with GDP returning to growth in the second quarter and inflation
data pointing to a shift toward more stable price rises. These factors boosted investor
confidence across the market.

Emerging Markets

Emerging market equities advanced, although the MSCI EM index trailed global benchmarks.
Latin American markets were standouts, with Colombia, Chile, and Brazil all delivering double-
digit US dollar gains.

Asian Equities (ex-Japan)

The MSCI Asia ex-Japan Index gained, led by Singapore, China, Malaysia, and Hong Kong. India
and Korea were weaker within the region.

Global Bonds

US Treasury yields fell at the shorter end after weaker jobs figures increased expectations of a
Federal Reserve rate cut. Longer-dated bonds, however, remained under pressure from fiscal
concerns and questions over central bank independence. European yields rose on political and
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fiscal worries. Credit markets were more resilient, with US corporate bonds outperforming
their European and UK counterparts.

Commodities

Commodities slipped slightly in August, with energy weaker. Other components, including
some industrial metals and agricultural products, recorded gains, while gold remained stable.

Source: Schroder Investment Solutions — Monthly Update August 2025

In the Spotlight

Beyond the Headlines: The Truth About Pension Tax Reform

As the Autumn Budget approaches, pensions are once again in the spotlight. The Treasury
spends over £50 billion a year on pension tax relief - one of the largest items of government
support - which makes it an obvious area for scrutiny whenever a Chancellor is looking to
raise revenue.

Recently, the consultancy LCP (Lane Clark & Peacock) - one of the UK’s leading actuarial firms,
frequently consulted by government and business - published a study titled How to avoid an
‘Omnishambles’ Budget (version two).

The report was co-authored by Steve Webb, former Pensions Minister, which gives it
particular weight and insight into how policy is shaped. It explores some of the pension tax
changes often rumoured in the media and highlights the pitfalls that policymakers must
navigate.

What Might Be Targeted?

Speculation has centred on three familiar areas:

e Higher-rate tax relief on contributions — potentially replacing it with a flat rate (e.g.
25% or 30%).

e The 25% tax-free lump sum — reducing or capping the maximum available (currently
up to £268,275).

e Salary sacrifice arrangements — limiting their use to reduce National Insurance
contributions.

On paper, these look like attractive options for raising revenue. But in practice, each is
fraught with challenges.
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Five Traps for the Unwary
LCP identify five “traps” that any government would need to navigate before making changes:

1. Public sector complexity — Public service schemes such as the NHS and teachers’
pensions are structured very differently from private pensions. A flat-rate relief might
look simple on paper, but it would be incredibly difficult to apply fairly in these
schemes.

2. Different pension types — Defined benefit (DB) and defined contribution (DC)
pensions work in very different ways. A change that is straightforward for DC pots can
be highly complex for DB members.

3. Annual Allowance conflicts — Many people already face complicated Annual
Allowance and tapering rules. Adding another layer of reform could create more
unintended penalties and confusion.

4. National Insurance interactions — Pension tax relief interacts with National
Insurance, especially where salary sacrifice is used. Changes here could ripple across
payroll systems and affect both employers and employees in unexpected ways.

5. Transition and protection — Every significant pension change in recent decades has
involved “grandfathering” existing benefits and transitional protections. This adds
complexity, costs money, and often reduces the short-term revenue gain.

Source: LCP On Point - How to avoid an ‘Omnishambles’ Budget: Why raiding pension tax relief is riskier than it looks
September 2025

In short: while cutting pension tax breaks might look like an easy way to raise money, each of
these traps shows how reforms can quickly become messy, unfair, or even counter-
productive. That’s why many proposals generate headlines but rarely make it into workable

policy.
Why This Matters for You

It’s easy to see a headline about “the end of higher-rate relief” or “tax-free cash being cut”
and assume big changes are just around the corner. But as LCP’s analysis shows, reforms are
never that simple. Even if announced, they would likely take years to implement and include
protections for existing savers.

That’s why our advice is consistent: don’t rush decisions based on speculation. The best
course of action is to stick with your plan, knowing we’ll keep monitoring developments and
adapt if and when real changes are confirmed.

Our view

Pension tax relief, and tax-free cash, is a tempting target for the chancellor to try and raise
additional revenue. However, the political, practical, and administrative barriers are huge. As
Steve Webb and his colleagues at LCP point out, the risks of unintended consequences are
significant. For now, the most important thing is to focus on your own retirement plan, not
the headlines.
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A Balancing Act

To put this in perspective, the Institute for Fiscal Studies (IFS) has created a free interactive
tool called Be the Chancellor. It lets you try your hand at setting the government’s tax and
spending plans. It’s a fun and eye-opening way to see just how difficult the balancing act is for
any Chancellor, regardless of political persuasion.

Planning in Practice

Your Role in a Changing Pension Landscape

One of the questions we hear most often when pensions are in the headlines is: “Do I need to
do anything?” The short answer is usually no - and that’s because your financial plan has
already been built to withstand both market fluctuations and policy changes.

But while we monitor the rules, track consultations, and adapt your strategy when needed,
there are still some important roles you play in making sure your plan stays relevant and
effective.

Keep us updated on life changes

Tax reforms may or may not happen, but your personal circumstances will change over time.
A new job, a property move, receiving an inheritance, or simply deciding to adjust your
retirement goals can all have a direct impact on your financial plan. The earlier we know
about these changes, the sooner we can help you align everything - often avoiding issues
before they arise.

Stay calm when headlines appear

Pensions attract political attention because they’re such a large area of government
spending. That means you’ll continue to see headlines about “the end of tax-free cash” or
“cuts to higher-rate relief.” Most of these stories never make it into legislation, and those
that do are usually phased in over years with protections for existing savers. The best
response isn’t to act in haste but to share your concerns with us - so we can explain what’s
signal and what’s noise.

Think of pensions as part of a wider toolkit

Financial plans rarely rely on pensions alone. Where possible, we look to blend pensions with
ISAs, general investments, and other assets, to ensure your wealth is diversified not just
across markets but across tax rules too. This gives your plan flexibility and resilience. So even
if a Chancellor does make changes, your future isn’t dependent on one set of rules or one
type of account.
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https://ifs.org.uk/be-chancellor

The bottom line

Your role is simple: keep us informed and resist the urge to make knee-jerk decisions based
on headlines. Our role is to track the rules, anticipate changes, and ensure your plan remains
on course. Together, this partnership means that whatever happens in the next Budget — or
the next election — your long-term goals remain within reach.

Your future doesn’t rest on the next Budget announcement; it rests on a plan we'll keep
strong together.

3D Financial Planning is an Appointed Representative of Best Practice IFA Group Limited
which is authorised and regulated by the Financial Conduct Authority, the registration
number is 223112. Registered office: Broadlands Business Campus, Langhurst Wood Road,
Horsham, West Sussex, RH12 4QP. Registered in England and Wales No 04490633.

3D Financial are not responsible for the accuracy of any information recorded on the
websites referenced in this newsletter

THE VALUE OF INVESTMENTS AND INCOME FROM THEM MAY GO DOWN. YOU MAY NOT GET
BACK THE ORIGINAL AMOUNT INVESTED. PAST PERFORMANCE IS NOT A RELIABLE INDICATOR
OF FUTURE PERFORMANCE.

This does not constitute advice. Professional advice should be taken prior to acting on any
part of it.
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