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Stealth manoeuvres

THS Partners’ Mark Evans
on seeking off-radar results
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There is more than a whiff of change in the pensions landscape - and it's good thing too

Y Spring is a time of renewal.
| Perhaps, therefore, it is this
seasonal adjustment to my
mood that provides me with
fresh grounds for optimism.

But I distinctly detect more than just a
hint of change in the air. When the
Sandler review of the retail savings indus-
try was conducted some years back, we
were told cash Isas were to be seen as
‘rainy day’ accounts, equity Isas as savings
for the medium to longer term and pen-
sions for retirement.

Most of us who work in retail financial
services know the public simply does not
see the world in such clear-cut terms, nor
do they compartmentalise their personal
finances so tidily.

No matter how well-intentioned the
thinking of government ministers and
civil servants, it is not the way most peo-
ple operate and, therefore, is not of the
real world.

Fortunately, however, it is becoming
apparent many employers and product
and service providers have not only rec-
ognised the emergence of the new status
quo, they have also started to do some-
thing about it.

As the frustration of dealing with the
intricacies and impenetrability of existing
pensions requirements combines with
growing disenchantment over probable
future restrictions, a simple, flexible solu-
tion has immediate appeal. That alterna-
tive is, of course, an Isa.

The momentum for change is being
prompted by many factors, perhaps fore-
most the constantly changing pensions
landscape. This includes ‘stakeholder’,
pensions simplification or personal
accounts with the National Employment
Savings Trust, the recently announced
auto-enrolment scheme for workers.

Nevertheless, there are many other
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significant drivers, such as the shift away
from defined benefit to defined contribu-
tion pension schemes.

There is also the introduction of anti-
forestalling measures, in essence, a 20 per
cent annual allowance charge payable in
the 2009-10 and 2010-11 tax years by
people with total annual income of more
than £150,000 on any excess of the total
adjusted pension input amount over
£20,000. Then there is the arrival in the
near future of employer/employee wrap
platforms, the Retail Distribution Review
and, of course, the increase in Isa sub-
scription limits to £10,200 per year (or
£22,400 for a couple).

Many advisers are now telling us they
are withdrawing in part, if not entirely,
from the group personal pension market.
They consider it too complex, risky and
structurally unattractive when compared
with some other long-term savings vehi-
cles. In particular, there has been the
development of Group Self Invested
Personal Pensions, which has significant
attractions.

With the burden of risk shifting from
employers to employees, and now with
appropriate products and systems in
place to support the new mechanism,
there are plus points for both parties.
Others, however, are looking at the pros-
pects of a group Isa, the characteristics of
which are potentially very interesting.

Many are withdrawing
in part, if not entirely,
from group personal
pensions

In fact, some have already gone down
this route, and it looks likely many others
will pursue the same course. Admittedly,
Isas do not offer the same financial bene-
fits up front in the form of tax rebates, but
equally they do not suffer from the restric-
tions applied to pensions.

Also the importance of continuity and
consistency in financial products should
not be underestimated. Change often
shakes public confidence, and pensions
have been left drifting in a sea of change
for decades. Unsurprisingly, people are
reluctant to be lured into an uncertain
contract from which they see no exit.

We have been encouraging govern-
ment ministers to reflect on the possibili-
ties of establishing a halfway house - a
semi-locked-in Isa, perhaps not so dis-
similar in some of its characteristics to a
child trust fund.

Such a product could provide flexibility
for consumers, while giving government
the assurance it needs that individuals are
still making provision for their retire-
ment.

This is not something that is likely to
emerge overnight, but in practical terms,
it has considerable merit, not least in that
it is likely to cost HM Treasury far less to
operate than the complex structure of
existing pension schemes.

Workplace Isas, certainly under cur-
rent rules, offer employers no prospect of
tax breaks. Yet simplicity of administra-
tion is a major draw.

This is all about renewal and change.
Old models need to be reconsidered in
the light of the new landscape. There is
more than a whiff of spring in the air in
the pensions arena, and even the public
has sensed it.

Tony Vine-Lott is director-general of the
Tax-Incentivised Savings Association
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Not all about
the capital

eographically, the UK funds indus-
try is remarkably concentrated.
Most fund managers are based in
London, and many of those are
caught up in a daily round of City
sentiments and corporate politics.

Yet although they are further removed
from the country’s financial epicentre, asset
managers who live outside of the capital
speak of their relief at not living there.

Investors in Edinburgh, for instance, say
chief executives come as standard on road-
shows, but as there are fewer investors in the
City, they spend more time with them.

Although they are even further removed
from the rat race, large houses based in the
countryside, such as Invesco Perpetual, can
command the same level of attention.

However, Colin Morton, investment direc-
tor at Leeds-based Rensburg Fund
Management, says the advantages are even
more pronounced than questions of access.

In fact, he does not value management
meetings as much as his peers.

“You want to invest in companies a fool
can run,’ he says. “We've got access to com-
panies if we need it, but only if it’s pivotal.

“It’s useful psychologically to have one-on-
ones with companies, but you’re not going to
get more information from them.”

Having selected London-based managers
in previous roles, Mr Morton says they tend
to be people who care about clients and avoid
industry hype and those who use temporary
performances to further their careers - an
easier prospect in London than in Leeds.

“People run money more on a momentum-
type, short-term basis,” he says. “Over six
months, picking stocks is like tossing a coin.”

There is a reverse difficulty with Mr
Morton’s argument. People who dedicate
their lives to careers in fund management
are easier to find, and hire, in London than
elsewhere. Surely being based elsewhere
makes it more difficult to find the right staff?

But Mr Morton swiftly dismisses the
notion only obsessives are good at investing.
Some of the dedication, he says, is more a
matter of show than substance.

“You have to be seen to be in the right
place at the right time. Here, when you go for
a drink, you won’t be seeing 200 other peo-
ple running money. We can hopefully take
the noise out of it sometimes.”

Nick Rice is chief reporter at Investment Adviser



