PENSIONS
The Changes, The Choices and the
Waverton Cautious Income Fund

THE UK PENSION MARKET
The 2014 and 2015 budgets saw Chancellor George Osborne “revolutionise” UK pension rules, giving
people greater power over how they use their own savings. By removing the requirement to buy an
annuity and thus providing those of pension age full access to their pension savings, the government has
opened up a range of new options.
Appropriate investment of your pension is crucial. With life expectancy in England and Wales expected
to rise to the late 80s by 20301, pension allocation is an important decision which will affect a large
proportion of the UK in the near future.
The conundrum for those about to retire is how to bridge the gap between guaranteeing an income for
life (but giving up capital growth) and investing one’s savings in return-generating asset classes that will
fluctuate in value. The solution is often to combine a range of options, to provide a balance between
income requirements, capital growth and capital preservation.
1 Age UK official September 2015 Report

THE RETIREMENT OPTIONS
In this section we consider briefly some of the options which may be used as part of a balanced retirement
package.
BANK DEPOSITS

MULTI-ASSET INCOME FUNDS

The government guarantees deposits up to £85,0001 (£75,000
from January 2016) under the FSCS Scheme. Therefore, keeping
cash in the bank is a very low risk option. However, with today’s
current account rates sitting at just 0.5%2 per annum, the return
on your capital is extremely low, both by historical standards and
relative to other options (see below). What’s more, if inflation
meets the government target of 2%, you could actually end up
losing money in real terms by leaving it in the bank.

Multi-Asset Income Funds are investment products which
combine a range of asset classes (equities, bonds, cash and other
asset classes) in order to try and increase the diversification of
the fund and, therefore, reduce the risk to the investor.

Although a deposit account may not be the right solution for
your entire pension pot, it is usually helpful in terms of providing
a low risk home for cash needed urgently.

ANNUITIES

“In the three months since the reforms came in,
18,200 annuities have been purchased, a 61%
decrease from Q2 2014 when 46,700 were
purchased”
Association of British Insurers 3
Two of the more popular annuity options are fixed rate and
variable rate.

Generally, Multi-Asset funds do not provide capital protection
like a bank deposit or the guaranteed income of an annuity,
however they do have the potential to receive both income and
capital growth, which can help protect against inflation. For this
reason, they are often seen as offering investors a complimentary
solution to an annuity purchase, or indeed a suitable alternative,
depending on your circumstances.
Flexibility is another useful feature of Multi-Asset Investing. The
capital invested in the portfolio remains under the control of
the investor so, over time you may add to or liquidate part or all
of your assets as you see fit. Finally, they will form part of your
estate to be passed on to whomever you wish.
To illustrate the diversiﬁed nature of a Multi Asset Income
Fund, the current blend of the Waverton Cautious Income
Fund (as at 13th November 2015) is shown below:

Fixed rate annuities offer the buyer a regular fixed payment,
in return for a cash lump sum at inception. The strength of
such an offering is that this level of income will be paid for life,
irrespective of whether the amount eventually paid out is more
than an individual’s original pot.

Cash
8%
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Interest
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22%

However, while an annuity of, for example, 3% may trump the
0.5% on offer at the bank today, things can change rapidly, and
remain that way for quite some time. For example, let’s say the
interest rate the bank offers increases to 5% interest three years
from now and stays that way; because you own a fixed annuity,
you can only ever receive the 3% originally agreed.
Furthermore, the value of your 3% without indexation can
actually fall over time in real terms: this happens when the rate
of inflation is higher than your income payment.
Variable rate annuities address some of these issues: the
portfolio into which the buyer’s cash is invested can increase
over time, thus protecting you from some of the negative effects
of inflation. Life companies also provide Enhanced Annuities
offering retirees a higher annual income based on their health
and life expectancy.
For many, annuities are still a very effective retirement solution
for at least part of their retirement fund. For example, the first
tranche of a pension fund may be invested into an annuity to
provide a level of safeguarded income which covers essential
spending and provides peace of mind.
1 Financial Services Compensation Scheme official website
2 Bank of England official statistics
3 Association of British Insurers official website

Equities
49%

Yield Contribution
FIXED INTEREST
- Currently tactically underweight
- Blend of direct bonds, funds and structured notes
- Short duration

0.89%

EQUITIES
- Currently our favoured asset class
- Blend of active with passive funds and structured notes

1.54%

ALTERNATIVE ASSETS
- Diversified blend of hedge and asset backed securities
- Targeting minimum correlation with bonds and equities

1.23%

CASH
- Low structural weighting
- Tactical weighting high, anticipating further market volatility

0.0%

Total

3.66%

Source: Waverton - as at 13.11.15

WAVERTON CAUTIOUS INCOME FUND
The Waverton Cautious Income Fund invests across multiple asset classes to reduce risk and lower volatility. The Fund utilises a diversified
portfolio of equity, fixed income, alternatives and cash asset classes to target a return of inflation+ 3.5%. The Fund has a current
projectied yield of 3.65% (as at 13.11.15).
The Fund is managed as a core holding for pension investors who require a regular level of income whilst at the same time maintaining
the real value of their investment over the medium to longer term.
The Fund:
• Mirrors the established Waverton Cautious Portfolio strategy
• Is a global, multi-asset structure
• Invests in carefully selected collective investment schemes, direct holdings and structured notes
• Has a high degree of ﬂexibility around the benchmark
• Runs a concentrated portfolio of 20-30 holdings
A flexible approach allows the Cautious Income Fund to allocate between asset classes in order to maintain the yield and grow capital
over time. The Fund is managed by our Managed Funds Service Team, who have a strong track record in running cautious investment
mandates.
This Fund is available for investment through Waverton, most investment platforms or through a professional financial adviser.
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Waverton Cautious Income Fund Performance
1 Year Rolling to 13th November 2015
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Cautious Income Fund P GBP

Performance to 13th November 2015

Morningstar Peer Group**

CPI +3.5

3 MONTHS

YEAR TO DATE

1 YEAR

SINCE INCEPTION*

Cautious Income Fund

-0.84%

+1.75%

+2.95%

+6.04%

Morningstar Peer Group Average Return

-1.81%

+0.37%

+1.15%

+4.53%

1

1

1

1

Quartile Ranking

* Inception: 13th October 2014
** Morningstar Category: GPB Moderate Allocation
Source: Waverton/Morningstar

RISK WARNING
The value of investments and the income from them can go down as well as up and investors may not recover the
amount of their original investment. The sterling value of overseas investments, and the income from them, will
ﬂuctuate as a result of currency movements. Past performance is not a guide to future performance. Performance
is displayed net of fees and assumes income is reinvested.

FUND DETAILS
Inception Date
Domicile
Structure
UCITS
Inc/Acc
Currency
Fund Benchmark

13th October 2014
Ireland
OEIC
Yes
Inc
Sterling
Composite Benchmark of:

Minimum Initial Purchase 1,500GBP
Initial Charge
Nil
AMC
Share Class B: 0.75% amc
Share Class P*: 0.40% amc

45% FTSE All World Index (Total Return)
35% FTSE Actuaries UK Gilt Series (Total Return)
20% GBP 1 Month LIBOR

Dealing Frequency

Daily

Ongoing Charge

Share Class B: 1.73%
Share Class P: 1.38%

Share Class B ISIN
Share Class P ISIN
Current Projected Yield

IE00BQ1KPQ19
IE00BQ1KPP02
3.65% pa

Dividend Frequency

Quarterly

*Note: P Share Class available to ﬁnancial advisers through third party platforms

CONTACT INFORMATION
For more information please contact us or visit our website: www.waverton.co.uk

SALES & MARKETING

MARK BARRINGTON
+44 20 7484 2058
mbarrington@waverton.co.uk

WILLIAM TONG
+44 20 7484 1187
wtong@waverton.co.uk

FUND MANAGERS

JOHN BELLAMY
+44 20 7484 2053
jbellamy@waverton.co.uk

JAMES MEE
+44 20 7484 2074
jmee@waverton.co.uk

RISK WARNING
For more information please contact us or visit our website: www.waverton.co.uk
Please also see the Fund factsheet, Prospectus and KIID document at:
http://www.waverton.co.uk/investment-funds/fund/waverton-cautious-income-fund
The value of investments and the income from them can go down as well as up and investors may not recover
the amount of their original investment. The sterling value of overseas investments, and the income from them,
will ﬂuctuate as a result of currency movements. Past performance is not a guide to future performance. The
information contained within this document relating to ‘yield’ is for indicative purposes only. Clients should note
that yields on investments may fall or rise dependent on the performance of the underlying investment and
more specifically the performance of the financial markets. As such, no warranty can be given that the expressed
yields will consistently attain such levels over any given period. The information in this document is for private
circulation and is believed to be correct but cannot be guaranteed. No representation or warranty (express or
otherwise) is given as to the accuracy or completeness of the information contained in this publication and neither
your professional adviser or Waverton accept any liability for the consequences of acting or not acting upon the
information contained in this publication. The publication does not constitute professional advice and does not
constitute an offer to sell or a solicitation of an offer to purchase any security or any other investment or product.
Opinions expressed are solely the opinions of Waverton. All expressions of opinion are subject to change without
notice.
This document can only be distributed or reproduced with permission of Waverton Investment Management Ltd.
WAVERTON INVESTMENT MANAGEMENT LIMITED 16 BABMAES STREET LONDON SW1Y 6AH 020 7484 7484 WAVERTON.CO.UK
Registered in England Number 2042285. Authorised and Regulated by the Financial Conduct Authority
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