
Snap General Election: What 
to expect

The Fixed Term Parliaments Act was 
intended to put a stop to politicians 
calling elections at the drop of a hat 
and move our politics towards regular 
elections every five years.  Regardless, 
the electorate will find itself going 
to the polls for the third consecutive 
year on 8 June, following a snap 
election campaign focused as much 
on the party leaders as their policies.   

In this Special Briefing we look at the manifesto 
promises of the three parties standing nationwide 
and particularly those relevant to the personal 
finances, investments and portfolios of our clients 
and prospective clients.

Should you wish to discuss any of the information 
in this Special Briefing, please contact Ian McNally, 
Chris Sexton or your usual adviser.

31 May 2017

Special Briefing

Ian McNally, 
Director, Saunderson House

E: ian.mcnally@saundersonhouse.co.uk 
T: 020 7315 6513

Chris Sexton, 
Investment Director, Saunderson House

E: chris.sexton@saundersonhouse.co.uk 
T: 020 7315 6506



Personal Taxation, Ian McNally, Director

The electoral cycle has come to be typified by pre-
election tax sweeteners, followed by post-election 
tax rises.  This time around, the snap election left 
no time for the former, but the latter seems likely 
irrespective of the election result, and a question 
only of degree.  

Though the Conservatives have re-stated their 
commitment to increasing the personal allowance to 
£12,500 and the higher rate threshold to £50,000, 
gone is the “tax lock” that promised no income tax, 
National Insurance or VAT tax rises.  In its place are 
promises to keep tax “as low as possible” and to 
“simplify the tax system”, which could translate into 
the higher National Insurance rates for the self-
employed than the Conservatives initially proposed 
in the Spring Budget. 

Labour meanwhile have proposed notable income 
tax increases for those earning over £80,000 
(with marginal rates of 45% for income between 
£80,000 and £100,000, 67.5% between £100,000 
and £123,000, and 50% above £123,000), while the 
Liberal Democrats would share an increased income 
tax burden more widely by adding 1% to each 
income tax band.  The chart below illustrates what 
this means for individuals using the effective rate of 
income tax.

Leaving the door ajar for higher employer 
contributions, Labour have committed not to 
increase “personal” National Insurance contributions. 
The Liberal Democrats would take millions out 
of National Insurance altogether by aligning the 
threshold at which these become payable (currently 
£8,164) with the personal allowance (currently 
£11,500).  All three parties commit to leaving VAT 
rates unchanged.

Labour and the Liberal Democrats would also both 
unpick the Conservatives’ changes to capital gains 
tax and inheritance tax, restoring the 18% and 28% 
rates for non-residential property gains (up from 10% 
and 20% currently) and reversing the Conservatives’ 
recent moves towards a £1m inheritance tax 
threshold (for married couples leaving a residence to 
their descendants).
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“Labour have proposed notable 
income tax increases for those 
earning over £80,000.” 

Figure 1: Chart assumes no entitlement to child benefit.  Effective rates are an individual’s income tax liability as a proportion of their 
overall gross taxable income.



Special Briefing: Snap General Election: What to expect

Some of the Key Policy Proposals

Each of the parties has had a lot to say on 
intergenerational fairness, with proposals for social 
care, pensions and education, in particular, having 
potentially far-reaching consequences.

The Conservatives have eventually arrived once 
again at plans for the funding of social care in line 
with those proposed by the independent Dilnot 
Commission in 2011 and legislated for by the coalition 
government in 2014, before a Conservative U-turn in 
2015.  They are now pledging that no one will have 
to sell their home or dip into their last £100,000 of 
assets (up from £23,250 currently) to pay for long-
term care and have conceded to a lifetime limit on an 
individual’s contribution to their own care costs.  They 
will consult on the level of that limit, while Labour 
and the Liberal Democrats have pledged to set this at 
£72,000.

While Labour and the Liberal Democrats have both 
committed to continue increasing state pensions 
with the ‘triple lock’ (the higher of inflation, average 
earnings increases and 2.5% each year), the 
Conservatives plan to remove the 2.5% underpin 
from 2020 onwards.  Labour plans to legislate that 
accrued state pension rights cannot be changed, to 
reject further increases in state pension age beyond 
age 66 and to support women born in the 1950s most 
affected by recent increases in their state pension 
age.  Labour would also protect the Winter Fuel 
Payment that both the Conservatives and Liberal 
Democrats would means-test.

Turning to private savings, the Conservative and 
Labour manifestos are silent on any plans for future 
reforms, with no promises of note made in relation 
to pensions or ISAs.  The Liberal Democrats break 
cover and promise to consider the case for a single 
flat rate of tax relief on pension contributions (at 
more than 20%).  The Conservatives commit only to 
extending auto-enrolment to the self-employed and 
to promoting long-term savings products, such as the 
Lifetime ISA.

Finally, parents and children may be heartened by 
Labour’s proposals to abolish university tuition 
fees, and provide means-tested maintenance grants 
towards living costs for students from poorer 
backgrounds – this is their manifesto pledge with the 
largest immediate cost (some £11 billion per year).  
However, the parents of children at private school 
may not be as pleased to learn Labour also plans to 
extend VAT to private school fees.

An Eye on Big Business, Executives and 
Shareholders

A political shift to the left is one of the obvious 
themes of this election, but the electorate will choose 
whether big business bears greater regulation or 
greater taxation.

While the Conservatives continue to promise to 
reduce corporation tax rates to 17% by 2020  (having 
decreased from 28% in 2010 to the current rate of 
19%), they also pledge to increase the National Living 
Wage for over 25 year olds to just short of £9 an 
hour by 2020 and to act decisively in markets that 
they believe not to be working for consumers.  Most 
notably, they have committed to a cap on energy 
prices, more workers on company boards and binding 
votes on executive pay. 

The Liberal Democrats would return the corporation 
tax rate to 20% and reform the tax to focus not only 
on the location of multinationals’ profits but also of 
other measures, such as sales and turnover.  

But Labour’s policies are most sweeping.  Labour 
propose to move back to a tiered system of 
corporation tax with rates of up to 26% for big 
businesses, to introduce an “Excessive Pay Levy” paid 
by companies paying individuals more than £330,000 
a year, to raise the National Minimum Wage for all 
adults to £10 an hour by 2020, and to bring railway 
franchises, water utilities and the National Grid and 
Royal Mail back into public ownership.

Perhaps most directly impactful to investment 
portfolios is Labour’s plan to extend stamp duty 
reserve tax (currently levied at 0.5% on UK shares 
only) to a wider range of assets, including corporate 
bonds and derivatives.  Labour expects this financial 
transaction tax to raise £5.6 billion per annum from 
the pockets of investors.

“The Conservatives commit only to 
extending auto-enrolment to the 
self-employed and to promoting 
long-term savings and pension 
products, including the Lifetime 
ISA.”



This note is for general guidance only and represents our current understanding of law and HM Revenue and Customs practice as at 31 May 
2017. We cannot assume legal liability for any errors or omissions and detailed advice should be taken before entering into any transaction. 
The value of investments and any income therefrom can go down as well as up and you may not get back the full amount you invested. Levels 
and bases of, and reliefs from, taxation are those currently applying but are subject to change and their value depends on the individual 
circumstances of the investor. Saunderson House Limited is authorised and regulated by the Financial Conduct Authority.
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Balancing the Books and Brexit

Past promises to balance the budget have been further 
kicked down the road by all three of the major parties.  
The Conservatives now intend to achieve this by the 
middle of the next decade, rather than by 2020 as 
promised in their last manifesto.  

Both Labour and the Liberal Democrats plan to 
eliminate the deficit on day-to-day spending by 2022, 
and to lower the national debt as a percentage of GDP 
by the end of the parliament as well.  

Labour in particular plan though to take advantage of 
low interest rates to invest a further £250 billion over 
ten years in major infrastructure projects, as well as to 
issue debt to buy the shares of the companies they plan 
to nationalise.

That leaves a final word for the purported reason 
for the election in the first place: the ongoing Brexit 
negotiations.  Here the differences are perhaps most 
stark of all, with the Conservatives pushing for a so-
called “hard Brexit” that entails withdrawing from 
the single market and customs union (which Labour 
oppose) and the end of free movement within the EU 
(which Labour accept).  

The Liberal Democrats favour what could be called 
“hardly Brexit”, promising to push to maintain the single 
market, customs union and free movement within the 
EU, and to put the final Brexit deal to a referendum.

What does this mean for investments? 
Chris Sexton, Investment Director

We have only to look back to last summer’s referendum 
on the UK’s EU membership to know that economies 
and share prices can make even the most sober of 
analysts look wildly wrong in very short order.  So 
what impact might the general election have on stock 
markets, company profits, the economy and exchange 
rates?   

With Theresa May’s party ahead in the opinion polls, it 
might reasonably be assumed that investors are 

‘pricing in’ Conservative party manifesto promises.  
These promises include the already scheduled 
reduction in corporation tax, promised by 2020, which 
should be positive for profits and therefore share prices 
– albeit marginally.  By contrast, opposition parties 
look likely to raise company taxes.  We can therefore 
conclude that a Conservative win on 8 June should be 
broadly positive for corporate profits and share prices, 
although this may well already be reflected in market 
valuations.

Meanwhile a shock result – with the attendant likelihood 
of higher corporate taxes – is likely to prove negative.  
We should qualify even as broad a statement as this 
with the warning that the far more important driver of 
profits and share prices is the outlook for economic 
growth.  There is a very heavy degree of uncertainty 
ahead in the shape of Brexit.  The scope for an 
economic shock driven by difficult or failed Brexit 
negotiations is perhaps the biggest cloud hanging 
over both the economy and stock market.  This, in our 
view, dwarfs the potential impact of the election.   We 
should acknowledge also that there is the potential 
for a ‘shock’ in the other direction - a pleasant surprise 
in negotiations and an early settlement.  However, 
experience suggests that we must weigh the former 
more heavily in our evaluation at present.        

Turning briefly to exchange rates, one of the surprising 
developments of the past twelve months is that, while 
sterling’s decline in the wake of the referendum result 
triggered rising stock markets, its recent recovery 
has not resulted in any meaningful retracement.  We 
believe that the economic outlook, dictating as it does 
the likely path of interest rates, is far more important 
for the value of sterling on foreign exchange markets 
than the political calendar.  However, we would expect 
a strong mandate for Theresa May to cause sterling to 
strengthen further, albeit marginally.  The alternative 
outcome, either a shock win for Labour or only a slight 
lead for the Conservatives could see sterling weaken 
markedly.     

With regard to asset allocation, we are recommending 
that portfolios are positioned with a fair degree of 
liquidity.  This should provide an element of protection 
should the ballot box deliver yet another surprise. 
It also offers us the flexibility to take advantage of 
opportunities should they arise. 

“The Liberal Democrats favour what 
could be called ‘hardly Brexit’.”
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