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Trusts Decision Tree
HSBC Life (UK) Limited (HSBC) has an array of solutions for estate planning and the
purposes of this guide is to provide an 'at a glance' synopsis of the trusts available for
use with the HSBC Onshore Investment Bond.

Is your client domiciled in the UK?

no

HSB C does not currently
provide trusts that are suitable
for non-UK domiciled investors.

yes

Does your client have assets which exceed
the nil rate band and wish to mitigate their
inheritance tax (IHT) liability?

no

Your client is unlikely to need
estate planning advice at this
time but this should, of course,
be kept under review.

yes

Consider a Loan Trust



This trust is established by
way of an interest free loan,
repayable on demand,
which the trustees invest in
an HSBC Onshore
Investment Bond



Your client can ask the
trustees to repay the loan
by making regular
payments, usually within
the 5% annual allowance
Only the balance of the
loan outstanding in the
event of your client’s death
will remain in their estate
for IHT purposes





All growth will be
immediately outside their
estate for IHT purposes



Your client can give away
their loan or release the
trustees from their
obligation to repay it at any
time. Consideration should
be given to the IHT
implication of doing so

yes

Do they need access to
their original capital?

The Loan Trust is
available in both
Absolute and
Discretionary
forms, further
details of which are
provided below.

no

INTERNAL

yes

Consider a Discounted
Gift Trust


The Discounted
Gift Trust is
available in both
Absolute and
Discretionary
forms, further
details of which
are provided
below.












no

Does your client wish to receive regular payments
from the trust for life but give away their
capital now?
Consider a GiftTrust

This trust is established either with
a cash gift which the trustees
invest in a new HSBC Onshore
Investment Bond, or an existing
HSBC Onshore Investment Bond
Once created, your client will have
no further access to the trust fund
other than the right to receive
regular payments for the remainder
of their lives, or until the trust fund
is exhausted
The remaining trust fund will be
held for the chosen beneficiary(ies)
All growth will be immediately
outside your client’s estate for IHT
purposes
How your client’s gift will be
treated for IHT purposes will
depend upon the type of trust
chosen
Provided your client is in good
health, the value of the gift made
will be reduced by the value of the
rights retained, resulting in a
smaller gift for IHT purposes than
would otherwise be the case
Your client’s gift will fall outside
their estate completely, provided
they survive for seven years











This trust is established either with
a cash gift which the trustees
invest in a new HSBC Onshore
Investment Bond, or an existing
HSBC Onshore Investment Bond
Once created, your client will have
no further access to the trust fund,
which will be held for the chosen
beneficiary(ies)
All growth will be immediately
outside your client’s estate for IHT
purposes
How your client’s gift will be
treated for IHT purposes will
depend upon the type of trust
chosen
The gift will fall outside your
client’s estate completely, provided
they survive for seven years

The Gift Trust is
available in both
Absolute and
Discretionary
forms, further
details of which
are provided
below.

Do your clients know
exactly who is to benefit from the
trust and in what shares?

no

yes
Do they understand that the
chosen beneficiary’ s share will
form part of the beneficiary’ s
estate for IHT purposes?

Do they wish to make a
PET for IHT purposes and
avoid potential periodic
and exit charges?

Consider an
AbsoluteTrust

no

Are they likely to want
to be able to add or change
beneficiaries in future?
yes
Do they want to ensure that a
chosen beneficiary’ s share will
not form part of their estate
for IHT purposes?

Do they want the
trustees to be able to
control who gets what
and when?

Are they prepared to
make a chargeable
lifetime transfer for
IHT purposes?

Consider a
Discretionary
Trust

This information is based on our understanding and interpretation of UK tax legislation as at February 2020 which may be subject to change.
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