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If there's one word that causes both confusion and curiosity in inheritance tax

) [}

planning, it's “trust.

Most people have heard of them. Very few actually understand how they work. And

almost nobody realises just how powerful they can be when used properly.

The Problem We're Trying to Solve

Inheritance tax isn’t just about money. It’s about control, timing, and fairness.
Most people’s estates face three big problems:

| Children inheriting directly — which sounds fine until you realise it exposes the
inheritance to divorce, debt, or bad decisions.

] Property growth — which keeps inflating the size of the estate while the nil-rate
bands stay frozen.

-] Balancing spouse protection and children’s inheritance — a moral and financial
tightrope that many families never quite get right.

Trusts can address all of these problems in one move. When structured well, they
protect the assets, reduce inheritance tax, and make sure wealth is passed on

responsibly.
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What a Trust
Really Is

Forget the jargon — a trust is just a

safe box for your assets.

You (the settlor) put assets inside.

The trustees act as keyholders — they
manage what’s inside the box.

The beneficiaries are the people who
benefit from the contents, usually
your spouse, children, or

grandchildren.

The beauty of a trust is that, once the
assets are inside, they can grow
outside your estate — meaning the
future growth isn't counted for
inheritance tax purposes.

That's the magic of it: you're

separating ownership from benefit.

The Three Main
Types of Trust

There are dozens of specialist
versions, but the three you really need

to know are:
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1. Bare Trust

A Bare Trust is the simplest form —
like putting assets in a sealed

envelope with someone’s name oniit.

The beneficiary (say, your child) has an
absolute right to the money inside. It’s

taxed as their asset, not yours.

It's often used for gifting to minors or
grandchildren, because you retain
control until they reach 18, at which
point the assets legally become theirs.

It's simple, clear, and cost-effective —
but it offers no flexibility once the
beneficiary comes of age. You can't
change your mind, and you can’t
protect it from divorce or bad

spending decisions later.
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