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Misplaced confidence over IHT rules leave Brits in the dark
about tax liability

® 4in 5 (80%) consumers claim they know how inheritance tax (IHT) works
e Yet, only a quarter (26%) understand IHT completely, highlighting a significant knowledge gap
® 48% have no idea how much tax will be payable on their estate in the event of their death
e 2in5 of those with estates valued more than £750,000 do not know how much IHT will be payable on
their estate

80% of British consumers claim they know how IHT works - but, upon closer inspection, there are defined
areas of IHT that consumers are not clear on, especially when it comes to calculating a IHT liability, according
to new research from Charles Stanley.

Inheritance tax (IHT) is a tax on the estate - which includes property, money and possessions - of someone
after death. In the tax year 2022/23, 31,500 estates paid IHT, with £6.70 billion being paid in liabilities.! It can
be incredibly complex.

When asked, only half (52%) of consumers say they know how much IHT will be payable on their estate in the
event of their death, while a similar number (48%) have no idea how much tax would have to be paid for
theirs. This lack of awareness can lead to a burdensome bill on the shoulders of loved ones, and can lead to
even larger costs if interest is incurred owing to late payment.

On the other hand, many have overestimated what IHT is payable on their estate, with many assuming there’s
tax to be paid when, in fact, there is not. Of those who have an estate under the value of £100,000, 42% think
that there will be IHT payable after their passing, with a mean estimate of more than £35,000 to be paid in tax
- even though this sits well under the £325,000 threshold.

The same goes for consumers with an estate between the value of £100,000 and £325,000, with 55% thinking
there will be some amount payable in the event of their death, with figures averaging more than £48,000
based on their predications.

Even of those who have estates with an active IHT liability - true of two thirds (39%) of those surveyed - many
are miscalculating what their bill will be. Of those with an estate valued between £325,001 and £750,000, 48%
say they have no idea how much will be payable on their estate if they were to pass away, compared to 52%
who do know. The average they think will be payable is £56k - a staggering figure to be caught out with.

Awareness does rise with the value of the estate, with three-fifths (61%) of those with estates valued more
than £750,000 knowing what tax will be payable in the event of their death. However, 2 in 5 (39%) still have no
idea how much will be payable if they were to pass, though consumers think an average of £77k will be paid
out in IHT.

In reality, in the tax year 2022/23, the average amount of IHT paid across all taxpaying estates stands at
£212,000, with those tax-paying estates valued at between £300,000 and £400,000 paying £13,500 in IHT on
average. It’s crucial for consumers to have awareness of how much IHT is payable so they’re able to sufficiently

Thttps://lwww.gov.uk/government/statistics/inheritance-tax-liabilities-statistics/inheritance-tax-liabilities-
statistics-commentary#iht-liabilities-and-taxpaying-estates
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manage their wealth, without being caught out, or overprepared, for any IHT liabilities down the road.? The OBR
forecasts that IHT receipts will hit £14bn by the end of the decade, from their current level of just over £8bn,
which stems from changes to pension, business and agricultural assets as well as a continued freezing of the IHT
nil rate bands.

Rob Morgan, Chief Investment Analyst at Charles Stanley, comments: “While passing down an estate can be
a great tool to building generational wealth, giving loved ones a chance to reap the fruits of your labour, a lack
of understanding or knowledge around the IHT payable could catch them off guard, shouldering a large sum to
pay which may result in the unnecessarily swift liquidation of assets or property sales.

“This is why estate planning is a critical aspect of wealth management - allowing you to make the most of your
estate and finances, whether this is through gifting or donating in preparation, or even just keeping
beneficiaries in the know to avoid any unpleasant surprises down the road in your absence.”

ENDS
Notes to Editors:

Methodology:

The research was conducted by Censuswide, among a sample of 3,001 ‘mass affluent’ consumers, aged 18+
(defined as those earning above the UK average pre-tax salary (£33,000) AND with at least £1,000 in accessible
cash/savings). The data was collected between 14.02.2025 - 21.02.2025. Censuswide abides by and employs
members of the Market Research Society and follows the MRS code of conduct and ESOMAR principles.
Censuswide is also a member of the British Polling Council.
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About Charles Stanley

Charles Stanley is a leading UK Investment Management Company. Its origins trace back to 1792. It provides
services direct to private clients, charities, trusts and professional institutions. It also works with financial
advisers, legal, accountancy and other professional services firms, supporting them with their client objectives.

It is dedicated to providing clients with the highest standard of service and peace of mind at every step of their
financial journey, delivered by over 800 staff located in 26 offices across the UK. Its services comprise:

Investment Management Services, offering personal discretionary, advisory and execution-only services.
Asset Management, providing investment solutions serving retail, institutional and intermediary clients,
such as our model portfolio service (MPS), mutual funds and fiduciary management.

e Financial Planning, advising clients on how to plan their finances to meet current and future lifestyles.

2https://www.gov.uk/government/statistics/inheritance-tax-liabilities-statistics/inheritance-tax-liabilities-
statistics-commentary#iht-liabilities-and-taxpaying-estates
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e Charles Stanley Direct, an award-winning digital execution-only platform that makes investing in a portfolio
of funds and shares simple and cost-effective.

Charles Stanley & Co. Limited is authorised and regulated by the Financial Conduct Authority and is part of the
Raymond James Financial, Inc. group of companies.

www.charles-stanley.co.uk
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