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Auto-enrolment progression

Smaller companies have been drawn to Trusts, Mastertrusts in particular, including NEST.
Mastertrusts require a different approach to defaults.

Figure 11: Proportion of scheme types reported in declarations of compliance over the last four years
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This is an asset allocation, not a default strategy
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This is a clear default strategy

It shows an
understanding of
how the strategy
meets the
requirements

of its members
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Target volatility

Foundation phase objectives

Years until retirement

Growth phase objectives
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Keep
capital.

with inflation wh

ile preserving

Target a long-term volatility average of
¥ per cent.

Significantly reduce the likelihood of
extreme investment shocks

taking account of current economic and
market conditions
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e risk at appropriate times,
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Target investrnent returns greater than
inflation plus 3 per cent and cover all
scheme charges

Target a long-term volatility average of
10-12 per cent

Maximise diversification

Aim for steady growth in real terms over
the life of the fund

Maximise retirement incomes by taking
sufficient investment risk at appropriate
times while reducing the likelihood of
extreme investrment shocks.
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Consolidation phase objectives

Gradually move the portfolio from the
return-seeking assets held in the Growth
phase to annuity-tracking assets and
cash-like investments.

Gradually reduce volatility and manage the
tracking error to annuity pric

Continue to grow the portfolio in real

terms where this doesn't clash with the

above goals.

Further reduce the likelihood of investment
hocks.
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Pre-Pensions Freedom route planner
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Revised route planner
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A reminder of how savings accrue
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Varying glidepath shape and contributions

Glidepath Expected Returns Total funds available
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So much for theory, what have the results been?

Absolute Risk vs Return - 20 years from retirement
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So much for theory, what have the results been?

Absolute Risk vs Return - 1 years from retirement Relative Risk vs Return - 1 years from retirement
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about net of fees value added?
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£3,990

£4,917

£4,480
£2,993

Assumptions:

£0 initial pot,
8% contribution,
£25k salary,
Prorata of 5 yr
average scheme
cost
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£4,917 | £3,090
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£2,993 £400
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Conclusions

 Focus on the process of managing the default rather than the
asset allocation

 Have clear objectives and govern accordingly for your
understanding of the membership

e There is more than one right way to manage a default

“Do no harm” applies with defaults as much as in medicine!

DEAN
WETTON
ADVISORY

IAPF Annual Investment Conference 2018

Questions?
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Important Notice

. Dean Wetton Advisory Limited (DWA) is an Appointed Representative of Red Sky Capital Solutions LLP which is
authorised and regulated in the United Kingdom by the Financial Conduct Authority (FCA). Please note that all
material produced by DWA is directed at, and intended for the consideration of, professional clients within the
meaning of the Financial Services and Markets Act 2000 ("FSMA"). Retail or other clients must not place any
reliance upon the contents.

. The information expressed herein is provided in good faith and has been prepared using sources considered to be
reasonable and appropriate. While this information from third parties is believed to be reliable, no representations,
guarantees or warranties are made as to the accuracy of information presented, and no responsibility or liability can
be accepted for any error, omission or inaccuracy in respect of this. This does not exclude or restrict any duty or
liability that DWA has to its customers under the UK regulatory system. This document may also include our views
and expectations, which cannot be taken as fact.

. The value of investments and the income from them can go down as well as up as a result of market and currency
fluctuations and investors may not get back the amount invested. Past performance is not necessarily a guide to
future returns.

. This document should not be distributed to any third parties and is not intended and must not be, relied upon by
them. Unauthorised copying of this document is prohibited.

. This presentation is incomplete without reference to, and can only be used in conjunction with a verbal explanation
DEAN by Dean Wetton Advisory.
. Copyright © 2018 Dean Wetton Advisor
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