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Is Your Pension Festering?

BY
Harvev Jones

Published in Investing Strategy on 6 August 2009 comments

Your pension funds probably form a big share of your wealth.
Don'tignore them!

| received my annual personal pension statement the other day. and before filing it carefully in a
laminated folder, | did something unusual. | read it

Perhaps you are one of those diligent people who pore over your pension statements to check
how well your plan is performing and whether it is on target to meet your retirement needs.

If 50, | suspect you are in a minority. Most people probably glance at the bewildering figures and
commentary. then remember they have something more exciting o do. like the ironing.

But now I'm pledging to mend my ways.

All the fun of the share

While | log onto my online share accounts a couple of times a day. particularly at the moment,
when it makes such pleasant reading. | haven't devoted anything like the same care and
attention to my pensions.

In fact. | haven't done a thing since setting up either of my Standard Life stakeholder pension
five years ago. aside from maintain my contributions, mosily for the tax relief. This isn't very
wise. but | bet I'm not the only one.

He's in control

Part of this is about control. | like logging onto my online share dealing site, because once I'm
there, I'm the boss. | can buy what | like, sell what | like, and execute it instantly. And | can do
that whenever | want, as often as | choose.

¥ ACYERTISEMEMT
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agreat company trading at a cheap price.

It gets even better if that company sells products
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| can also invest in a wide universe of shares and funds, something | can't do with my
stakeholder pension. Standard Life offers me a choice of around two dozen funds. all of them
managed by, er, Standard Life. Where's the fun in that?

After looking at my statement, | see that | originally divided my money between its Stakeholder
Managed and Stakeholder With-Profits funds. Since I've been flaying with-profits plans for
years, it came as a shock to discover | actually have one myself

The managers of those funds will determine the fate of my future pension pot, not me. From
what | can see, they haven't done so badly, losing about 15% of my money since September
2007.

But | can tell you one thing. If | was building an investment portfolio from scratch. | wouldn't
consider either of these funds for a moment. They wouldn't even cross my radar. Yet I've got
about a quarter of my invested wealth in them.

I've also just discovered that | can switch my money into other Standard Life plans online. but
having run through my limited options, | can't quite see the point.

Waste of time and money

Millions of people leave their money sitting in underperforming pension funds, year after year
after year.

Pensions website Howmuchdolneedtoretire co.uk recently highlighted the worst performing £1
billion-plus pension funds over the last decade. Abbey Equity. Friends Provident UK Equity.,
Scoftish Life Managed, Clerical Medical Managed and Phoenix Life Exempt Managed are the
greatest underachievers. Is your money twiddling its fingers in any of them?

The big pension funds get away with sustained lousy performance because most investors
haven't got a clue what is going on. Like me, they probably don't even bother to look.

How long?

Another reason for my inertia is that transferring your pension to another company has
traditionally been tortuous. It certainly was when | try to liberate my money from stricken insurer
Equitable Life back in 2002.

| didn't have one of its disastrous with-profits policies, and was free to move without penalty, but
it still took well about 15 months, and dozens of hectoring phone calls and letters. | know
Equitable Life was a special case, and my pension contacts tell me things are quicker now, but
I'm not convinced.

MNew research from The Annuity Clearing House shows that pension providers are taking up to
10 weeks to fransfer retired people's funds over to their annuity provider. 10 weeks! That's
atrocious. when | can buy and sell a stock or fund in 10 seconds.

Phoenix (again), Winterthur Life. Scottish Mutual and the Co-operative Insurance Services were
among the worst offenders.

And for obvious reasons, pension companies have been slow to tell clients they are free to
switch their pension funds to another provider before then. | bet only a handful of people ever
do.
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Taking charge

There is a solution to this, as most of you won't need telling. I'm finally locking into setting up a
low cost self-invested personal pension plan (SIPP).

I don't want my money sitting for several decades in a big anonymous insurance company fund,
I'want to plough it into a mixture of whizzy AIM stocks and dividend-spraying blue chips. And
then Iwant to haul it out and sfick it somewhere else, whenever | think the time is right.

Unlike most pension savers, | want to be in control of my future. And now I've realised where |
have been going wrong, it's entirely up to me.

More from Harvey Jones:

m | Sold My Tracker And Bought These Lousy Shares!
m  Opportunities In New Energy

= Follow Harvey's lead and take control of your own pension with The Motley Fool SIPP.

Like this article? Get our best articles delivered direct to your inbox at no cost. Sign up
for Foolwatch Daily by entering your email below.

| Click Here, It's Free

Share & subscribe Share this article Subscribe via RSS
= Email this article

‘”. 2 m

The opinions expressed here are those of the individual writers and are not
representative of The Motley Fool. If you spot any comments that are unsuitable hit the flag
to alert our moderators.

sippsippsi Invested in a SIPF in Mar 2008 after seeing the market start to go

07 Aug 2009 , 2:0%am down. | had a pension fund of 100k with AXA that was going to go
down with it. | also checked the funds | was invested in and found it
had failed to beat the FTSE all share in 4 of the last 5 years. Put the
money in a SIPP and held it on fixed rate cash of 5% at the time.
Started to drip feed the money back into low cost tracker funds in Nov
08 when the market had lost 30% of its value. The result is that | am
13% up since | started and | knew nothing about investing before this.
Just used common sense - ie. don't keep money in something that is
obviously going down and don't pay the middleman.
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What are the options with a languishing FSAVC that was taken out
long ago and hasn't been funded for years - what types of scheme
can it be transfered into?
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Hargreaves Lansdaown allow most funds, including the excellent
INVESCO PERPETUAL UK EQUITY PENSION FUND, run by Neil
Woodford, in their SIPPs, with no initial charge, and low fees. That
fund hasn't done as well lately, but | expect it will pick up with the
market. Company shares can be included, but commission and
admin is higher than for funds.

It took about a month to transfer my fund from Equitable Life to HL.
Their statement is easy to read: it compares unit price and your
fund's value with that of the last half-year, and gives changes in
percentages. | always read my statement, it's easy, and cannot
understand why anyone would not:

poor perfarmance may be the consequence of that.

I can buy or sell when | want, but | do not churn.

Income Drawdown is available at reasonable fees on modest total
fund values.

Mo doubt there are other providers who can offer similar services to
improve on Harvey's tale.

M Reportthis message
Hi motleyq
Glad your transfer went smoaother than mine. | too am locking at a
Hargreaves Lansdown SIPP, but I've always felt its share dealing
costs to be at the pricey end.
Harvey Jones
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| don't doubt http:/fwww howmuchdoineedtoretire co uk/&@ figures are
reliable for the pension funds, but I'd advise people to take their main
attraction with a pinch of salt.

They appear to be assuming a real return on equity of something
around 3%, and a real return on savings of slightly less. The former
figure | can only trace to Wikipedia, and from there to a hyper-bearish
website (in the US, the figure is more like 7%]); the latter figure
meanwhile seems ludicrously optimistic for an asset class which
easily very experiences periods of negative real return, especially
given that US corparate bonds have histarically returned about 2 2%
after inflation.
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