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COVID-19: where will it all end?

https://www.sciencealert.com/new-study-suggests-repeated-bouts-of-social-
distancing-may-be-needed-until-2022
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Important information

This presentation is for adviser use only and not for retail customers, and contains some forward thinking statements which should 
not be taken as fact.  Information given is based on our current understanding of current taxation, legislation and HMRC practice, all 
of which are liable to change and subject to an individual’s own circumstances.  Terms and conditions of products are available on 
request.  The level of charges may change in the future.

For webex presentations, the event may be recorded for training purposes.

No reproduction, copy, transmission or amendment of this presentation may be made without the written permission from 
Prudential.

This presentation contains past performance information which is not a reliable indicator of future performance. The value of
investments can go down as well as up. Clients may not get back what they put in. 

Any examples included are designed to represent a typical situation and are not related to any particular individual. They do not 
recommend that course of action. 

“Prudential” is a trading name of Prudential Distribution Limited. Prudential Distribution Limited is registered in Scotland. Registered 
Office at Craigforth, Stirling FK9 4UE. Registered number SC212640. Authorised and regulated by the Financial Conduct Authority.



Learning objectives

To increase understanding of 

• The strategies for managing sequencing of return risk

• Weighing up the options

• Recouping investment losses







Drawdown reviews – recovering from the market shock

• Consider bringing forward?

• How does the client feel?

• How do they feel about resetting income?

• Fundamental change in strategy or temporary?

• Explain alternative…..annuity?

Client 
contact

• Manage future risk, explain what it means

• Agree the way forward together

• The need for professional advice has never been greater!



Savers urged to stay calm….

1. Visit the Pensions Advisory Service website for guidance 
on how coronavirus may have impacted pensions.

2. If savers are aged 55 or over and considering drawing 
their pension, they can book a Pension Wise guidance 
session to fully understand their options.

3. Use a financial adviser to help you make the best decision 
for their own personal circumstances. 

4. Be aware of how to protect themselves from pensions 
scams by visiting the ScamSmart website.



https://www.fca.org.uk/coronavirus



Regulatory Considerations

FCA shelves suitability review to allow
firms to focus on crisis 



The problem with market falls and taking income

• Fund Value £100,000

• £5,000 pa Income = 5%

• Fund Value £75,000

• £5,000 pa income = 6.67%

• £100,000 - £75000 = 25% fall

• £75,000 - £100,000 = 33.34% gain needed



Sequence of 
Return Risk 



Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

A 25% 5% 20% -15% -20% -5%

B -5% -20% -15% 20% 5% 25%

C 25% -5% 5% -20% 20% -15%

In numbers……

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

A 25% 5% 20% -15% -20% -5%

B -5% -20% -15% 20% 5% 25%

C 25% -5% 5% -20% 20% -15%

6 years ago the SIPP was £275,000 – No Income

6 years ago the SIPP was £275,000 – £250 per month

Year 1

£343,750

£261,250

£343,750

Year 2

£360,937

£209,000

£326,562

Year 3

£433,125

£177,650

£342,890

Year 4

£368,156

£213,180

£274,312

Year 5

£294,525

£223,839

£329,175

Year 6

£279,978

£279,978

£279,978

Year 1

£340,357

£258,331

£340,357

Year 2

£354,294

£204,001

£320,421

Year 3

£421,837

£170,651

£333,362

Year 4

£355,811

£201,465

£264,025

Year 5

£281,985

£281,985

£313,514

Year 6

£264,968

£257,180

£263,737

Source:  https://www.pruadviser.co.uk/pdf/GENM416404.pdf 



In numbers…..

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

A 25% 5% 20% -15% -20% -5%

B -5% -20% -15% 20% 5% 25%

C 25% -5% 5% -20% 20% -15%

6 years ago the SIPP was £275,000 – £1,500 per month

6 years ago the SIPP was £275,000 – £250 per month

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

A 25% 5% 20% -15% -20% -5%

B -5% -20% -15% 20% 5% 25%

C 25% -5% 5% -20% 20% -15%

Year 1

£340,357

£258,331

£340,357

Year 2

£354,294

£204,001

£320,421

Year 3

£421,837

£170,651

£333,362

Year 4

£355,811

£201,465

£264,025

Year 5

£281,985

£281,985

£313,514

Year 6

£264,968

£257,180

£263,737

Year 1

£323,395

£243,741

£323,395

Year 2

£321,081

£179,009

£289,717

Year 3

£365,402

£135,656

£285,719

Year 4

£294,090

£142,892

£212,591

Year 5

£219,288

£131,553

£235,214

Year 6

£190,815

£144,087

£183,430

Source:  https://www.pruadviser.co.uk/pdf/GENM416404.pdf 



Sequence of Return Risk

Lose lose situation

Today is going to be great Today was not great

later…



How to 
manage 
sequencing of 
return risk

Using a cash fund

Using the ‘bucket’ approach

Using natural income

Using a smoothed fund

None of these are mutually exclusive!



The bucket approach



Using natural 
income

https://www.pruadviser.co.uk/knowledge-literature/knowledge-library/sequencing-of-risk-return/

https://www.pruadviser.co.uk/knowledge-literature/knowledge-library/sequencing-of-risk-return/


Using a cash fund for withdrawals

Advantages Disadvantages

No potential for values to fall Little or no return on investment



Using the ‘bucket’ approach

Advantages Disadvantages

Can be used with previous cash 
strategy

Same issue with lack of return on 
cash

Gives the chance for more 
aggressive funds to perform

No guarantee each bucket will have 
performed at the right time

Strategy can be adapted if a bucket 
has performed unexpectedly well



Taking natural income

Advantages Disadvantages

Capital isn’t eroded by income 
payments

Income will fluctuate which might 
not meet client needs

Portfolios can target high yield funds Some companies are deferring 
dividend payments 



Using a multi asset smoothed fund

Advantages Disadvantages

Some of the day to day volatility is 
reduced

No guarantee of ultimate 
performance 

Diverse asset allocation can help to 
reduce volatility overall

Downwards adjustments of units 
can still take place at any time



The plan



The planning



Drawdown reviews – weighing up the options

6. Can any losses be recouped with contributions 
(remember MPAA)?

2. Stop/reduce income where possible

7. Ensure file is documented – ATR/CFL etc 

3. Utilise any cash holding 4. Consider other investments outside of pension 
wrapper

5. Consider changing income to funds that have 
fallen the least

1. Recalculate sustainable income

Options:



Remodel the modeller

Source Prudential Retirement Modeller 4% growth modelled on typical annuity rate 65 year old + 10%



Supporting adviser discussions

Focus on the client

Focus on what’s important

Take out what’s not needed

Highly personalise

Source:  https://www.pruadviser.co.uk/pdf/FRPM10431.pdf
Source:  https://www.pruadviser.co.uk/pdf/FRPF282601.pdf



Drawdown review – some considerations



Use of Tax Wrappers

Onshore Bonds

Offshore Bonds

ISAs

Pensions



Tapered AA – Income Limits

“Adjusted income” > £150,000“Threshold income”> £110,000

• Add up “total income” – employment income, dividends, interest, FULL bond gains etc etc 
• Take off any relief on making a claim pension contributions and any other allowable STEP 2 reliefs

Add in 
• Any pension contributions deducted above

• Total Annual Allowance used (Pension Input 
Amounts)

Deduct
• Value of individual’s relievable contributions

Add in 

• Salary sacrificed for pension contributions after 
8th July 2015 

Deduct

• Any relief at source pension contributions.  

• Take off any taxable lump sum death benefits

£90,000

“Adjusted income” > £240,000“Threshold income”> £200,000



Tapered annual allowance

2019/20 From 2020/21

£
3

1
2

,0
0

0

£
3

0
0

,0
0

0



https://www.pruadviser.co.uk/knowledge-literature/professional-
development/oracle-live/

If advisers would like more information on drawdown reviews please contact your account manager

https://www.pruadviser.co.uk/knowledge-literature/professional-development/oracle-live/


Learning objectives

To increase understanding of 

• The strategies for managing sequencing of return risk

• Weighing up the options

• Recouping investment losses

The need for professional advice has never been greater!



Thank You



Any questions?
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Join the ICAEW Personal Financial Planning 

(PFP)Community 

• Follow this link to join for free: www.icaew.com/pfp

• Free for all ICAEW members and other professionals

• Keep abreast of topics affecting the PFP sector.  

• Access resources covering regulation, pensions, investments, estate planning 
and business & practice development.

• Book your place on our webinars, workshops and conferences. 

© ICAEW 2017
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PFP  Community Upcoming Events

• 11th May, 1-2pm ‘Managing your investments and savings during a period of uncertainty’ in 
partnership with Netwealth: https://events.icaew.com/pd/16672/brexit-and-lockdown-in-
the-eu-taxes-healthcare-and-legal-residency-for-uk-nationals?returncom=productlist

• 14th May, 1-2pm ‘Brexit and lockdown in the EU: Taxes, healthcare and legal residency for 
UK nationals’ in partnership with Blevins Franks: 
https://events.icaew.com/pd/16743/managing-your-investments-and-savings-
during?txt=managing%20your&returncom=productlist&source=search
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