
 
 

Update:  Financial Planning - Investments & Dividend Income 
 
We all know that Covid-19 has swept across the world at an alarming rate and is causing significant 

disruption. All aspects of our daily lives affected, work and leisure time; and for many, a worrying 

impact on household finances and sadly for some, serious health issues or even loss of loved ones. 

 

Most if not all investors will have experienced a fall in the value of their holdings, global stock 

markets trying to price-in the inevitable negative impact on company profits. All major governments 

are taking unprecedented actions to try and ensure that economies can bounce back quickly when 

this has passed. There is confidence that values will recover but no-one yet knows when and how 

long it will take.  

 

Tax planning - this plays a crucial role, probably even more so in future as governments try to 

recover the costs being incurred.  Over time, the compound effects of tax free options such as 

pensions and ISAs, and efficient use of Capital Gains and Inheritance Tax allowances for example, 

can be extremely beneficial, and are likely to become even more important for the individual 

investor. 

 

Change - All of us have to adapt to new situations from time to time, even in our normal day to day 

lives, and this is certainly true now. Looking ahead all households, businesses and governments have 

and are adapting and will evolve. In the corporate sector, we know that there will be some losers but 

also that new ‘winners’ will emerge and so the economic cycle goes on. It is very likely that 

technology will play an even bigger role in society the coming years, presenting new and exciting 

opportunities – albeit we do not all, necessarily, always welcome such changes.   

 

Your investment income - there is no doubt that corporate profits will fall in the short term; some 

companies will struggle with cash flow and servicing debt and this will impact on dividend payments. 

Just recently, most if not all European and UK commercial banks confirmed that they will not be 

paying dividends that were due now. This is not necessarily because they cannot afford them, 

indeed following changes imposed on them after the 2008 Credit Crunch, most have very strong 

balance sheets, but because with guidance from Central banks, they have decided it would be 

prudent to conserve cash, making more provision for bad debt and increasing capacity to lend to 

those that are in need. In due course the suspended dividends will gradually recommence but may 

take some time to recover fully. Many other sectors will have different reasons to conserve cash 

(reduce/suspend dividends) but the principle is broadly the same. 

 

Therefore, if you currently receive income from your investments, other than for fixed withdrawals, 

then you should expect that this to be lower in the coming months compared with last year. We 

cannot yet judge the extent of this and expect the effect will become clearer over the next couple of 

months.  

 

If you do not currently need the income that is usually paid out one option is to leave it in for 

reinvestment. This may be beneficial to the underlying capital values in the longer term. Regardless 

if you have any questions about your income needs please contact your usual adviser. 

 

Our approach to effective financial planning has never been simply or solely about ‘investing’ or 

‘making as much money’ as possible.  Primarily we try to ensure that clients always have the 



financial support and resources necessary in the short term and a suitable investment strategy to 

meet long term plans and goals.  

 

Having some cash savings is always the key foundation and you will know that we check to ensure 

that clients always have sufficient and readily available cash reserves ‘just in case’. None of us can 

predict what may be around the next corner (or, as now, even that a corner was fast approaching…) 

but we endeavour to ensure clients can cope financially with the unexpected by having short term 

money, albeit we know that such times can, for all of us, be emotionally testing. 

 

You will know that we have often recommended using/keeping cash deposits (e.g. Fixed Rate Bonds, 

NS&I Certificates/Premium Bonds etc.) and never suggest or agree to all capital being invested.  For 

many clients these accounts and resources play an important role helping not only to achieve a 

diverse and secure position but also a high level of financial confidence day to day – always having 

enough money now.  The current situation reinforces why we have done this. 

 

We cannot know how long this situation will last. If it is short-lived, we can look forward to an earlier 

and fuller bounce back; dividends deferred then paid rather than lost. The longer the closures, the 

longer we can all expect lower dividend returns.  

 

You can be assured that we continue to operate and to work closely with you, helping with your 

financial planning requirements and focussing on any issues or requirements of particular 

importance or relevance to you, as always.  

 

Please do not hesitate to contact us with any questions or queries.  

 

With best wishes. 
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