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Retirement cash wasted in dud funds

Philip Scott, This is Money
29 July 2009
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Millions of UK savers are wasting billions and putting their retirement pot
at risk by leaving their cash in woefully underperforming pension funds
run by some of the UK's biggest groups.

The worst performing of the big
pension funds, with assets of at
least £1bn, include portfolios
run by Friends Provident,
Scottish Life, Barclays and
Lloyds.

They account for more than
£18bn of UK investors' money
according to new figures from
financial information analyst
Howmuchdoineedtoretire.co.uk.

Based on an average of the
fund's performance over both a
five year and 10 year period,
funds from Abbey and Friends
Provident have been named and
shamed as two of worst culprits.

The Abbey Equity fund, which
has more than £1.2bn worth of
investor cash entrusted with it,
and the £1.8bn Friends
Provident UK Equity portfolio,
have each managed to produce
a five year annual average
return of just 1.8%.

A £1,000 investment placed five
vears ago would have grown to
just £1,094.

This equates to each fund
delivering a total return over the
period of 9.4% and 9.3%
respectively. In contrast the

ET: e index arew by
22% over the same time frame.

And had a3 saver simply moved
the money between best buy
savings accounts, a return of
around 4% per year should
have been possible, although
they would not have received
the same tax relief benefits
pensions attract.

On average over the past
decade, the Abbey and Friends
Provident vehicles have manage
to lose money by 1.3% and
1.8% per year, respectively.

Matthew Maorris, of
Howmuchdoineedtoretire.co.uk,
says: 'With figures like these it
is difficult to understand why
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consumers are willing to keep their money in funds which are being
dramatically outperformed by their peers.

'It is staggering that these big firms are able to perform so badly and yet
continue to hold 3 strong position in the pensions market.'

Insurance giant, Scottish Life, of the Royal London Group, has two funds
in the top 10 worst performing billion pound funds. Royal London Group's
Scottish Life Managed fund holds over £2.2bn and has only managed to
produce a five year annual average growth rate of 1.9% - in monetary
terms an investor trusting £1,000 in this fund over the five year period
would see their investment grow by 2 paltry £12 annually.

But this is not Scottish Life's worst performing fund over the past five
years. The £1.1bn, Scottish Life Property fund, on average has actually
lost investors 3.4% every 12 months, over the term.
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