Penguin Bitesize Guides to Better
Money Management

Guide #10

Four Ways to Spot if You Have an
Under-Performing Pension Plan




If you have a Pension plan of any type, then it is vital you get the very best out of
this. This is your money for your retirement and how it performs over the years can
make a big difference.

You are ultimately responsible for ensuring it performs as well as it can, so don't
ignore it or leave it, hoping for the best. The problem is that many people don't
know how to work out if a Pension is ‘doing well’ or not.

Here are four common signs that a Pension may not be producing what it could...

1. It was taken out a long time ago and has never
been reviewed or changed

Most paintings in the attic are worthless, but every now and then a story appears of
someone who finds an old painting which turns out to be worth a fortune.

The same is true of old Pensions, it is very unlikely a Pension you took out 20 years ago,
simply left as it was when you first started it, is going to have produced the goods. Older
Pensions were typically invested in funds with higher charges and more restricted
investment options.

It's possible, but unlikely, that it could have done extremely well and for various reasons
could be well worth leaving as it is.

It's far more likely however that it is not producing what it could. And if it has never been
properly reviewed, how would you know?

Most older Pensions can be modernised, either though reorganising the invested funds
within the existing structure or via a transfer to a newer type of Pension.

2. You get a regular annual statement, and the
Pension plan is split into different types of “units”

This “flag” is worth looking for.

If you have any sort of Pension and you notice when you look at the annual statement of its
value that there are different types of "units” within the plan, such as capital or initial
units (or similar type wording) then it could imply the Pension is imposing higher than
normal charges.

This is because Pensions used to be set up with complex costs and charges attached to
them, and Pension companies used to (but don't anymore) split how your money was
allocated into different unit types.

It is always worth reviewing annual statements not just to see how your Pension has grown,
but also what type of charges are being taken.

1
info@penguinwealth.com | 02920 450143 | penguinwealth.com



3. All the invested money within the Pension is in
one fund

It would be unusual for a well-managed Pension plan to have only one underlying fund in
use.

If you have a Pension and all the money is in a single fund, then this could imply you are
invested too narrowly and are not making the most of the benefit of diversifying.

In the past, Pensions were commonly set up with an Insurance Company, and they would
offer an in house 'Managed Fund’. These were often selected by Pension investors as a way
of delegating the management of their Pension to the Insurance Company.

Over time, these funds have mixed performance records, and it is uncommon for a fund of
this type to perform better than a carefully selected basket of specialist funds, which are
constantly being reviewed and tweaked.

In more recent times, similar funds have been created known as 'Default Funds' which are
versions of Managed Funds.

Alternatively, any Pension which has one fund of any type or description, is likely to be
working against the principle of “not putting all your eggs in one basket".

4.You don’t really know who is managing the
money or what type of Pension it is

This is a typical position for many Pension investors to find themselves in. They took out a
plan in the past and have left it to do what it will.

They have no real idea where the money is invested, who is managing it, or how it is doing
(see below for more on this).

In some cases, they may not know what type of Pension plan it is.
Each of these aspects can be a strong marker that the Pension could be under-performing.
If you are not sure what Pension you have, how it is managed, even who is managing it,

then you are relying on lady luck to ensure it is not costing you in a lost opportunity to be
getting more from your Pension.

Penguin’s advice:
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Why working out how a Pension is performing can
be difficult

It can be difficult to work out how a Pension is performing.

If you support a football team, you can easily see their performance by following their
results week by week, season by season, and referring to the league table.

However, with a Pension there aren’t any league tables. You can easily be forgiven for not
really knowing how your Pension is doing overall — good, indifferent, or bad.

What can you compare it to?

Pensions, such as Workplace, Stakeholder or Personal Pensions will be comprised of funds,
and these funds, including those that you are using, will have performance records and
these can be compared to alternatives.

You need to consider other factors beyond performance, such as the costs of different
plans, your own risk position and risk tolerance, and then it may not be entirely clear if two
funds when put alongside each other, are taking the same risks.

That is why you cannot simply take a fund that has done well for the past five years and
think it is 'better’ than one that has done less well.

Penguin’s advice:

Mr A £144,168 Mr B £241,117
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We are a Cardiff-based Financial Planning firm formed in 2010 by a group of Financial
Planners who share the same vision and love for what we do. Our processes, support team
and the accreditation we have achieved all reflect our principles and prove that we are best
placed to help you live the life you deserve with peace of mind.

Helping People Live their Best Lives, by Making Smarter Financial Decisions.

At Penguin we Commit to our Words, Actions and Results
Clients’ Needs 1st — Always

Communication is key

Have Penguin Positivity

Providing the highest standard of advice is at the heart of what we do, and we
are always extremely excited to see what we can help you to achieve in the
future!

Penguin House, 2 Raleigh Walk, Brigantine Place, Cardiff CF10 4LN

02920 450143
info@penguinwealth.com
penguinwealth.com
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