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MORTGAGES

Institution Rate Monthly repayment

Finance Ireland 4.75pc €1,292.45

ICS Mortgages 4.79pc €1,296.82

Bank of Ireland 4.8pc €1,297.91

KBC 4.8pc €1,297.91

AIB 4.85pc €1,303.40

Ulster Bank 4.95pc €1,314.39

Based on a buy-to-let variable mortgage of €200,000 on a property
worth €300,000 over 20 years.

SAVINGS

Institution Account type AER/Gross

EBS Family Savings 1.75pc

Bank of Ireland Goal Saver 1.35pc

KBC Regular Saver 1.35pc

Bank of Ireland 365 Monthly Saver 1.2pc

AIB Online Saver 1.0pc

AIB Saver 1.0pc

Based on regular savings of €500 a month. Bank of Ireland current
account required to open Goal Saver. KBC current account required for
Regular Saver.

LOANS

Institution Typical APR Mthly Repayment

Bank of Ireland 7.5pc €200.38

Permanent TSB 8.2pc €203.72

AIB 8.95pc €207.34

Permanent TSB 12.5pc €224.98

Based on a €10,000 loan over five years at a variable rate. Loans
are not secured on cash or savings. Lowest PTSB rate is for its home
improvement loan.

CREDIT CARDS

Institution Card type Typical APR

AIB Click 13.8pc

KBC Credit Card 18.25pc

Avantcard Mastercard 20.6pc

Bank of Ireland Classic 22.1pc

Permanent TSB Ice 22.53pc

Ulster Bank Classic 22.7pc

Based on interest rate charged on purchases on a standard credit card.
Avantcard rate quoted is for individuals with excellent credit record.

BEST BUYS

MY MONEY

CORK comedian Chris Kent gave up his day job
as an electrician to pursue a career in comedy.
Over the last 10 years, he has established himself
on the Irish comedy scene, sharing the stage
with comedians such as PJ Gallagher and Dylan
Moran. He also recently starred in The Young
Offenders TV series.

He lives in London with his wife and son.
He is currently touring around Ireland and the
UK until the end of March. For tour venues and
dates, visit chriskentcomedy.com/live

What’s the most important lesson about
money which your career as a comedian has
taught you?
Book travel and accommodation early — or you
could be paying more for your own gig than the
punters.

What’s the most expensive country you ever
visited?
The Middle East. I was in Abu Dhabi gigging
with some other comedians on a tour with the
Laughter Factory. I got a round of coffees at our
hotel before the show. I didn’t bother working
out the exchange rate and just tapped my card.
They were eight quid each — and the coffee was
rank. I learned when checking out that the coffee
was free and unlimited for guests.

What’s the best advice you ever got about
money?
Honestly, I’m still waiting for it. I am terrible
with money. My wallet is bulging, but only
because its full of loyalty cards for coffee shops
I’ll probably never see again.

What’s your favourite Irish coin?
The punt coin was my favourite — I just felt like
it went a long way. If I managed to hold onto
seven or eight of them, I could have brought
myself a house, but I had a fierce sweet tooth.
The closest I will ever come to owning a house
now is by playing Monopoly.

What’s the most expensive thing you have
ever bought?
My car. Even though I only paid £2,000 for it
a few years ago, I have since haemorrhaged
roughly £6,547 on it. Today it is worth about
eight packets of super noodles — and only
because I put new car mats and an air freshener
in it.

What was your worst job?
Working in a fishmongers. I did it for a few
months. The days were long, the work was hard
— and I walked home because I was too smelly
to get on the bus.

What was your biggest financial mistake?
Buying my car.

What was your best financial killing?
I accidentally put the wrong bet on a football
match and won €350.

Are you better off than your parents?
I wouldn’t go telling them if I was, because I
owe my mam money.

If you won the Euromillions, what would you
do with the money?
I would pay my mam back with a lot of interest,
look after the family and pay to see my car be
blown up. I would also buy a house and give
money to help with the housing crisis in Ireland.

Your favourite song or tune about money?
I Need A Dollar by Aloe Blacc.

Have you ever made an insurance claim? If
so, what for?
I have indeed. It was for a smartphone.
It was only insured 48 minutes. I definitely didn’t
drop it in a cup of tea. It just stopped working
all of a sudden...

What was the last thing you bought online?
A Ryanair flight. It cost €2.99. I don’t even need
to go anywhere.

Would you buy property now?
No, because I actually got nervous yesterday
tapping my card to pay for a coffee. So a house
is out of the question for now.

I won €350 after
putting wrong bet
on football match

Email your questions to
lmcbride@independent.ie or write to
‘Your Questions, Sunday Independent
Business, 27-32 Talbot Street, Dublin 1’.

While we will endeavour to place your questions with
the most appropriate expert for your query, this
column is not intended to replace professional advice.

THE debate on corporate share buybacks contin-
ues in the wake of a year that saw share-repur-
chase schemes buy up an estimated $1 trillion in
shares across the S&P 500 index. That’s almost
5pc of the market cap of the S&P500 index.
Share buybacks (also known as share-re-

purchase schemes) are where companies buy
back their own shares on the openmarket — as
a means of returning capital to shareholders.
As withmost investment concepts, the value

to individual investors of a share repurchase lies
in how it’s carried out. To analyse the validity of
an individual share repurchase, investors need to
consider several factors — including the health
of the company’s balance sheet, the opportunity
cost, management’s motivation for the buyback,
and the market value of the company.
The first point — balance sheet health — is

a simple one. Investors need to question if the
firm can afford to allocate cash to buying its
own stock. Ideally, a company will be funding
it from excess cash held on the balance sheet. If
the share-repurchase scheme pushes debt above
normal or sustainable levels, management’s mo-
tivation for the buyback needs to be questioned.
Considering a company’s investment op-

portunity is more complicated. As an investor,
however, you can assume thatmanagement has
assessed its opportunities and has arrived at a
conclusion that returning funds to shareholders
addsmore value over investing in the business.
The alternative would lead you to expect they’re
not acting in the shareholders’ best interests.
Buybacks need to be considered in the context

of management’s overall capital allocation (the
allocation of financial resources to projects,
products or business lines to maximise profit).
Analysing management’s intentions is very
important. Investors pay a premium for growth
and earnings per share (EPS — a financial
measure which indicates the profitability of a
company) is a constant focus of management.

An easymethod of boosting EPS is to reduce the
number of shares in issue, which would show a
year-over-year increase in EPS— even if absolute
earnings remained flat. Buybacks can also offer
management and investors flexibility. Existing
shareholders receive an unrealised gain (not
taxable until realised) versus say a cash dividend
(which would be taxed), while shareholders who
would like to cash in some of their investment
have the option to sell part of their holding.
Finally, valuation is a critical component of

any equity purchase. Famed investor Warren
Buffett’s view is that “when stock can be bought
below a business’s value, it is probably the best
use of cash”. While this is a simple rule, the
intrinsic value of a company can be difficult to
ascertain. As is the case for investors, companies
need to be wary of valuation as purchasing stock
at levels above a company’s intrinsic value de-
stroys value for remaining shareholders.
Returning to the question at hand, share buy-

backs can generate value for shareholders and
ultimately, will at the very least, provide support
to a company’s share price in the short-term. To
determine the longer-term value generated, in-
vestors need to assessmanagement’s motivation.
Ideally, the balance sheet will be holding high
levels of cash and low net debt (the total debt of
a company minus its cash in hand).
A share buyback is more appropriate for a

mature business than younger high-growth busi-
nesses. The ideal scenario investors should look
for would include a companywith above-average
cash flow, low net debt, a mature business with
limited growth opportunities and, crucially, a
companywhich is trading below intrinsic value.

Pierce Byrne is a research analyst with Cantor
Fitzgerald (cantorfitzgerald.ie)

Pierce Byrne

INVESTOR

Rules of thumb for investors when judging merits of share buyback

YOUR QUESTIONS ANSWERED

Can we limit tax on house-buying gift?

QOUR son and his partner are in the
process of buying their first house. They

are not married and have two children.
We are gifting my son a lump sum to assist
with the purchase. We have not gifted a
lump sum to our son previously and the
amount is well below the €320,000 tax-free
threshold for gifts and inheritances from a
parent to a child. Would there be a gift tax
implication for his partner in this scenario?
If so, howmight we avoid or limit the gift
tax implication? Michael, Co Cork

TO calculate whether inheritance tax is payable
on this lump-sum payment, your son must add
together all cash and non-cash gifts received from
you and your spouse since December 5, 1991.
The current cumulative group tax threshold

for gifts from a parent to a child is €320,000. (In
other words, your son can inherit or get gifts of up
to €320,000 tax-free from you over his lifetime.)
The total gifts received (if any) by your son from
you so farmust be deducted from this threshold
to calculate the unused balance.
If the threshold has been exceeded, inher-

itance tax is payable on this excess.
If you have not gifted any lump sum to your

son previously, the full threshold will be avail-
able — and this is the amount you can gift your
son tax-free.
Based on the detail in your question, no tax

should arise on this gift to your son.
Under inheritance tax rules, your son’s part-

ners can only inherit or get gifts of up to €16,250
tax-free from you over her lifetime. It is therefore
important that you try to avoid a gift tax impli-
cation for your son’s partner.
In order to avoid a gift tax implication for

your son’s partner, you should ensure that you
can clearly demonstrate that the gift is to your
son only.
You can do this by lodging the funds to an

account held in your son’s name only — or by
writing a cheque payable to your son only.
For the avoidance of doubt, should Revenue

ever contest the application of these funds, I
would suggest that when youmake the gift, you
should set out the detail of the gift in a letter
and have your son confirm receipt of the gift by
signing this letter.
The letter should be dated the same day as the

gift, addressed to your son, and should state that
you are giving him a gift and the value of the gift.
On receipt of this gift, your son is free to use

the funds in any way he chooses.
Using the funds tomake a lump sumpayment

against the purchase of a house should not create
a gift tax issue for his partner. The payment is
made directly to the bank from your son and is
not gifted from your son to his partner.
As you are making a gift to your son, you

should note that every individual may receive a

gift up to the value of €3,000 from any person
in any calendar year without having to pay
Capital Acquisitions Tax (CAT). This is known
as the small gift tax exemption. It means that an
individual can receive a gift from several people
in the same calendar year and the first €3,000
from each gift is exempt from CAT.
This applies to gifts only and not inheritances.

Parents can therefore gift each of their children
€6,000 a year tax-free. These small annual gifts
do not reduce the tax-free threshold set out above.
For example, if you and your spouse gift your

son a lump sum payment of €50,000, this is a
gift from two disponers, and two small gift ex-
emptions of €3,000will apply— that is, €6,000.
Therefore, the €50,000 gift is reduced by

this €6,000 and the net gift for CAT purposes
is €44,000.
The Group A threshold of €320,000 applies to

gifts from a parent to a child. This will be used to
shelter the gift of €44,000 (fromCAT)— leaving
a balancing threshold of €276,000 to be offset
against future gifts or inheritances.
A further gift of €6,000 by you and your

spouse to your son next year would not reduce
the balance of the threshold.

Exit tax on reinvested SSIA

QI SAVED under the Government SSIA
scheme when it was on offer a number

of years ago. When the scheme ended, my
account matured at approximately €16,000.
I was advised to leave it in an account and
let it mature. I did this and watched it fall
as low as about €9,000.
Currently it is doing well, but recent

enquiries have revealed it is subject to an
exit tax of 41pc. Is this the case and are
there any ways I can use the money in that
account to avoid the exit tax — such as for
example by paying it into pension or trans-
ferring it to my wife or children? Tom, Co
Cavan

THE SSIA scheme (Special Savings Incentive
Account) was introduced in the Finance Act
2001. This was an incentive to save whereby the

Government contributed €1 (by way of tax credit)
for every €4 saved. Themaximum contribution
was €254 permonth. The saver’s lodgements were
then used to acquire “qualifying assets” such as
deposit accounts, credit union shares, units in an
investment undertaking, life assurance policies,
quoted shares or government securities.
The SSIA scheme opened onMay 1, 2001 and

entry closed on April 30, 2002, with the accounts
maturing after a five-year holding period — be-
tween May 1, 2006 and April 30, 2007.
If the savings account was left to run the full

five years, on maturity, any investment gain
accumulated in the account was subject to tax at
23pc. Any income received was taxed at source
at 23pc. The assets remaining in the SSIA after
all tax liabilities were dischargedwere treated as
being acquired by the individual at the market
value at the date of disposal.
When your fund matured a number of years

ago, any investment gain that accumulated would
have been taxed at 23pc. The net amount was
then payable to you.
As you did not withdraw the funds and left

them tomature, the base cost of the funds at that
date would be €16,000.
If youwithdraw the funds now at a value below

this amount, there will be no exit tax due as there
is no further gain on the investment.
If the current funds are in excess of the orig-

inal investment, an exit charge may apply. The
rate of tax will depend on the type of investment.
You should contact the fund manager to get
further details on this, but the 41pc rate men-
tioned by you would commonly apply in these
circumstances.
The transfer of assets between you and your

spouse is not subject to tax, however the funds
would have to be withdrawn first — which may
or may not be subject to exit tax and will be de-
ducted at source. You will then receive the net
payment after tax.
Again, if you transfer the funds to your

children, this will be after any exit tax has been
applied and this will be a gift to your children.
Once they have not utilised their inheritance tax
threshold, this will not be subject to tax.
Revenue previously allowed SSIA maturity

proceeds to be transferred into a pension product
— however in order to avail of this incentive, the
SSIA funds must have been invested in a pen-
sion product within three months of maturity.
It would not be possible for you now to avail of
this treatment.

John Byrne is tax partner with Crowe (crowe.ie)

John Byrne
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