protecting your future

assets

Inheritance Tax Portfolios

An introduction to
Vertem Asset Management
About Us
Founded in 2010 Vertem Asset Management is a boutique discretionary
investment management firm specialising in providing a bespoke service
and intelligent, flexible and appropriate investment strategies to IFAs,
introducers and their clients. We believe in a hybrid approach, delivering
traditional levels of high quality service alongside a modern and dynamic
investment process built to provide superior returns in today’s ever
changing markets.

2 | Inheritance Tax Portfolios

Vertem was born out of a desire to
provide a specialist service to the
clients of professional intermediaries;
with whom we work very closely. Our
experience within the investment field,
as well as the wider financial market,
highlighted that clients simply weren’t
receiving the service they deserved.
We don’t simply slot our clients into
prefab boxes, we take the time to get
to know you if you are a client, or your
business if you are an introducer. We
then construct an investment plan or
service to meet your individual needs.

to portfolio construction and our hands
on personal service to clients and
advisers.

We believe that being based in
Newcastle enables us to be clearer
thinking and ‘avoid the noise’ of ‘The
City’ which can often create a herd
mentally. This allows Vertem to take an
independent and impartial view which
in turn is reflected in both our approach

The team have managed IHT specific
portfolios in their previous roles as
well as from the early days of Vertem’s
formation and enjoy the combination of
unearthing interesting ideas alongside
protecting the value of a family’s estate.

We also like to think that we are
genuinely different in the way we view
the industry and the way in which we
operate. Our corporate personality,
which whilst remaining professional
is friendly and approachable, fun
and informal. This is a result of the
individual personalities of the team we
have built and has been an important
characteristic since day one.

Inheritance Tax And Your Estate
Inheritance Tax Introduction
Inheritance Tax in its current form was
introduced in 1986 and in the tax year
2016/17 over 29,000 estates paid
some £4.8 billion to the treasury. This
represents around 4.9% of all deaths.
Currently an estate valued in excess
of the nil rate band will pay tax on the
balance at 40%.
The nil rate band has stayed at the
same level of £325,000 since 2009
and will not rise further until 2021 at
which point it will increase in line with
the Consumer Price Index.

This is called the Residential Nil Rate
Band and from April 2017 there is an
additional £100,000 rising in stages of
£25,000 per tax year over three years
to give a full allowance of £175,000 per
individual by April 2020.
Tax planning can be a very emotive
subject. For those who have estates
that will be in the Inheritance Tax
paying band however, careful planning
may be required not only to mitigate
the tax on death but also to allow you
potential access to your assets during
your lifetime.

From April 2017 an additional
allowance for property being left to a
close family member may be available.

The Effect of Inheritance Tax
The following illustrates how much Inheritance Tax
is payable depending on the size of your estate.

Value of Your Estate

£500,000

£800,000

£1,000,000

Current Nil Rate Band

£325,000

£325,000

£325,000

Value of Estate Over
Nil Rate Band

£175,000

£475,000

£675,000

IHT Liability at 40%

£70,000

£190,000

£270,000

The above does not take into account the Residential Nil Rate Band
To further illustrate the impact of Inheritance Tax, let us assume that a net estate of £675,000 is
equally distributed to three children, so each received £225,000. The biggest recipient of the estate
has been HMRC who received Inheritance Tax of £270,000!
Source HMRC Inheritance Tax Statistics released December 2017
Inheritance Tax Portfolios | 3

4 | Inheritance Tax Portfolios

Inheritance Tax Mitigation
Financial Advice

The Benefits

Your financial adviser has a number of ways to mitigate Inheritance Tax. It could
be a simple matter of making use of allowances and gifts or setting up a trust or
even making provision for the tax with life assurance. A further way to mitigate
Inheritance Tax is to hold assets that attract Business Relief and an ideal way
to benefit from this is to hold shares in companies listed on the Alternative
Investment Market (AIM).

The example below demonstrates the potential tax benefits of investing in a Vertem IHT
Portfolio, based upon an estate valued at £800,000 and differing investment amounts. The
Residential Nil Rate Band available from April 2017 is not taken into account in this table.

Business Relief
Business Relief (BR) means that if you invest in shares of a trading company
and hold these for at least two years (and still own these or similarly qualifying
investments at the time of your death), then their value will not form part of your
estate for Inheritance Tax purposes*. This relief is only granted on shares that
are unlisted or are quoted on what are called junior stock markets, such as AIM.
To ensure BR is maintained a company must be trading - it cannot for example
be a company holding cash or other investments. Vertem Asset Management
will endeavor to ensure assets within a Vertem IHT portfolio are BR qualifying it
will be up to HMRC on the death portfolio owner as to whether the stocks are
granted relief from Inheritance Tax.

Total Value of Estate

£800,000

£800,000

£800,000

Less Nil Rate Band

£475,000

£475,000

£475,000

Invested in IHT
Portfolio

£0

£250,000

£475,000

Value Liable to IHT

£475,000

£225,000

£0

IHT Liability @ 40%

£190,000

£90,000

£0

Amount Saved

£0

£100,000

£190,000

The above chart assumes investment in to a Vertem IHT Portfolio retains its original
capital value and original investments had been held for at least 2 years or more at the
time of death. The value of qualifying investments can go down as well as up, the risks of
investing in an IHT Portfolio are discussed further on pages 6 & 7.
*This is also dependent on investee companies maintaining their BR status
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IHT - The Vertem Way
How is my Portfolio Constructed?
At Vertem Asset Management we don’t provide financial advice – we
believe it is the job of your financial adviser to do this so we work closely
with them to ensure the investments meet your needs and are not geared
solely to mitigate the Inheritance Tax. Vertem will bespoke your portfolio
to your needs, not shoehorn you into a ‘one size fits all’ service as many
investment managers do.
This means we can bias the portfolio
towards income yielding assets should
you still wish to retain an income
stream, make ethical exclusions on
your behalf or even create a bias
towards sectors you have a preference
for. Investing in AIM securities is
inherently risky, even compared to a
normal stocks and shares portfolio, but
what makes the Vertem IHT service
unique is the ability for you to control
the relative risk of your portfolio to
suit your own preference. Whilst
the greatest potential gains may be
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available by having an unconstrained
portfolio, stocks in the AIM 50 Index
and AIM 100 Index typically display
less volatility (i.e. the rollercoaster of
share prices going up and down is less
bumpy) and have more liquidity.
Liquidity may be important to you
should your circumstances change and
you require access to the capital before
death, or to make liquidation easier
upon inheritance. We give you the
flexibility to dictate how much of the
portfolio is invested in different areas of
the AIM market.

IHT - The Vertem Way Continued
Investing In Smaller Companies
In the right environment companies
listed on the AIM market and smaller
companies in general can provide
greater returns than blue chip or ‘large
cap’ for a variety of reasons. Often the
lack of liquidity (lower daily trading
volumes) means they are off the radar
of large investors until the company
(and share price) has done its growing,
or at least the first leg of it.
This leads to many under researched
but potentially very interesting
companies available at attractive
valuations and the potential for good
returns. Additionally you often find that
founders and management retain large
shareholdings in these companies,

this aligns their interests with those of
the shareholders in seeking to deliver
shareholder value.
The downside of investing in smaller
companies is that they are typically
higher risk, particularly so in regards to
day to day price movements and short
term (2 years or less) returns.
This is mainly due to the
aforementioned lower liquidity, which
whilst also meaning share prices can
rise very quickly also means they can
fall rapidly in times of weak market or
company sentiment. Historically the
‘market’ as a whole migrates away
from lesser known smaller companies

towards larger ‘established’ companies
and brands in downturns and this can
exacerbate losses. (It should be noted
such events can also provide fantastic
buying opportunities for the small
company investor).
With the above in mind you should
only consider investing capital that
you do not anticipate needing access
to during your lifetime. In order to
remain qualified for IHT relief your
portfolio must remain fully invested
at all times, so even if we predict a
market downturn we are limited in
the protection we can provide to your
investments.

Buying the Right Stocks
Vertem applies the same stock picking
philosophy in IHT Portfolios as we do
for stocks in any other portfolio. We
would be best described as having a
‘Growth At a Reasonable Price’ style.
We like cash generative companies
that can provide tangible returns to
shareholders, stocks that we can
comfortably value and thus use fair
value targets to control our buy and sell
discipline. We like companies that have
genuine growth potential as we believe
this drives positive share price returns,
alongside sensible valuations as gains

(or lack of them) will always be dependent on the price you pay. These
companies form the core of our equity exposure but we may at times
have the occasional pure growth or typical value stock or stocks ‘around
the edges’ where we feel the justification is strong. We feel this style is
particularly suitable to IHT Portfolios where a ‘gung ho’ approach
is unlikely to be in your best interests. In the three years to
20/06/18 the average Vertem IHT portfolio was delivering
14.88% per annum versus the AIM All-Share over the same
period at 9.49%
Best of all we now also offer an IHT ISA service
which means you can provide potential IHT
protection to existing and new ISA savings.
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Is An Inheritance Tax Portfolio Suitable for Me?
Those who are older or
are in poor health

Individuals wanting
access to the asset

Where a Lasting Power of
Attorney (LPA) is in force

Someone who has recently sold
a business (or is in the process of
doing so)

Assets that are gifted, directly to

Clearly if an asset has been gifted

The terms of a lasting power of attorney

individuals, or to a trust, will not be

away to another person it cannot

do not allow mainstream Inheritance

If a business is sold and it previously benefitted

exempt from Inheritance Tax for seven

be accessed by the donor. Some

Tax planning and is very limited as

from BR then holding the proceeds of the sale in an

years. Assets attracting BR will fall

trusts do allow the donor a limited or

to the scope of gifting away assets.

individual’s estate means that the valuable benefit of

outside the estate for Inheritance Tax

fixed access but this may reduce the

An attorney can however invest in

BR is lost. If a reinvestment in BR qualifying assets is

purposes after two years. Normally

Inheritance Tax efficiency or not be

AIM shares on behalf of the person

made within three years of the sale of the business

assets gifted away cannot be ‘enjoyed’

sufficient to meet the needs of the

on which the LPA is registered and

(which was BR qualifying itself), then the investment

by the donor or the Inheritance Tax

donor. With a portfolio of AIM shares,

as these benefit from BPR after two

will be immediately free of Inheritance Tax.

benefit may be lost.

you still own these so they can be sold

years, Inheritance Tax savings can be

at any time*

achieved.
*Please note with some AIM shares liquidity may be an issue and an
immediate sale may not always be possible
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Charges
A common criticism of investment
managers is that costs incurred via IHT
solutions can be excessive. In addition,
the range of charges can be wide and
may include an initial charge (2% plus is
not uncommon), dealing charges, exit
charges and performance fees. These
are on top of the annual fee charged
for actually managing the investment.

At Vertem we believe in offering
value for money and being totally
transparent. Our initial fee is fixed, not
linked to the size of your investment
and there are no hidden surprises with
our ongoing charge.
We do not levy performance or exit
fees and there are no dealing charges.

Initial Charge

£250

Initial and/or Ongoing Charge Payable to Your
Adviser

To be agreed between you and your adviser

Annual Management Charge

1.0% + VAT per annum

Performance Fees

None – we do not levy these

Exit Charges

None – there is no exit charge

Dealing Fee

None – we do not charge dealing fees

Custody/Platform Charge

0.25% per annum

We only invest in AIM listed securities and are totally independent in the selections
we make, unlike some other providers who will invest in to securities and investment
structures from where they are paid additional management and/or consultancy fees.
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Summary
The benefits of investing in Vertem Asset
Management’s IHT service include:
• Potential 100% Inheritance Tax relief after two years opposed to
potentially seven years for assets held within a trust or gifted away
• Access to your portfolio at any time should you need it
• A portfolio built to your specification
• A minimum investment of only £25,000
• Access to the expertise of a team of investment managers who have
vast experience in managing portfolios of smaller company BR
qualifying shares
• A flat initial fee of only £250, no performance fees, exit charges or
dealing charges and an annual management charge of just 1.0% + VAT
Opinions constitute our judgement as of this date and are subject to change without warning. The
value of investments and the income derived from them can go down as well as up and you may not
recover the amount of your original investment. Past performance is not a reliable indicator of future
results and forecasts are not a reliable indicator of future performance. Where an investment involves
exposure to a foreign currency, changes in rates of exchange may cause the value of the investment
and the income derived from it to go up or down. The information in this document is not intended as
an offer to buy or sell securities or any other investment or banking product, nor does it constitute a
personal recommendation.
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Vertem Asset Management, The Gresham,
92 Osborne Road, Jesmond,
Newcastle upon Tyne, NE2 2TD

Tel: 0191 341 0289
www.vertem.co.uk
Twitter: @vertemam
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