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CHOOSING SCOTTISH WIDOWS RETIREMENT ACCOUNT

OUR RETIREMENT ACCOUNT OFFERS YOU:

FLEXIBILITY
Retirement Account can hold both pre (Retirement 
Planning) and post retirement (Retirement Income) 
benefits, allowing you to save for retirement and take 
an income all under the one plan.

TRANSPARENCY
Retirement Account has a very clear charging structure – 
administration, investment and adviser charges are kept 
separate. You can see all the transactions made to and 
from your Account.

INVESTMENT CHOICE
Retirement Account offers a wide choice of investments. 
You can find full details of the investments in ‘Your guide 
to Retirement Account’ (45816). We are committed  
to continuously improving the range of investments 
available for you and your adviser to choose from.  
That’s why our investment range includes the Governed 
Investment Strategies.

We may change the selection of funds that we 
make available. 
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MAKING YOUR INVESTMENT CHOICE

WHAT IS YOUR ATTITUDE TO RISK?
No investment is free of risk; even funds on deposit have risk. This is because inflation can eat away at the real value of your 
money. We all need to find a place where our savings have the potential to grow and find investments which suit our attitude 
to risk. As a rule of thumb, the greater the potential reward from an investment, the greater the risk that its value could fall.

So choosing to invest your Retirement Account in assets with potentially higher returns, for example buying shares 
(also known as equities) through the stockmarket, could reward you with a high return but could also lose a large part, 
or even all, of your investment.

Choosing to invest your Retirement Account in assets which have a very low risk tends to give very low returns.

The diagram below gives an indication of the general risk and reward for different types of investments. Within each 
investment type, the level of risk can vary depending on the specific investment you choose to invest in.

Please remember that with investments like these there are no guarantees, and the value of your Account could 
go down as well as up, depending on investment performance (and currency exchange rates where a fund invests 
overseas), and may fall below the amount paid in.

Correctly identifying your attitude to risk is very important when deciding where to invest. However this isn’t the only 
thing you and your adviser need to consider.

WHEN DO YOU PLAN ON RETIRING? 
If your selected retirement date is still a long time away, you may be happy to invest in ‘riskier’ investments than if you were 
planning to retire in a few years. People’s attitude to risk can change over time, especially as they approach retirement.
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GOVERNED INVESTMENT STRATEGIES

WHAT ARE GOVERNED INVESTMENT 
STRATEGIES?
Governed Investment Strategies are portfolios of funds 
that offer an investment selection appropriate to different 
levels of investment risk. These portfolios are regularly 
reviewed and adjusted to make sure the investments 
continue to provide the appropriate balance between risk 
and reward. In addition we gradually move your Account 
into lower risk investments as you approach your selected 
retirement date. The Governed Investment Strategies are 
designed to make it easier for you to invest in a mix of 
funds that suits your attitude to risk and the length of 
time until your selected retirement date, without the need 
to choose individual funds.

We understand that our customers have different 
attitudes to risk. So, we offer three risk categories – 
Cautious, Balanced and Adventurous – each with a 
different combination of investment risk and reward. 
Your financial adviser will help you to determine which 
one best matches your attitude to risk.

Five years from your selected retirement date, we will 
start to automatically adjust your plan so that it will be 
invested in one of three ways, referred to as retirement 
outcomes, depending on whether you’ll want to purchase 
an annuity, keep your pension money invested (including 
taking withdrawals as an income), or fully encash your 
pension pot (more detail on the retirement outcomes can 
be found on the following pages).

HOW DO WE DECIDE WHAT 
INVESTMENTS TO USE?
Our specialist Asset Allocation Team takes asset allocation 
decisions for a broad range of our multi-asset portfolios, 
including those within our Governed Investment 
Strategies. 

As well as taking long-term asset allocation decisions for 
GIS, our team also takes medium-term decisions as and 
when we identify a sufficiently attractive opportunity.

The purpose of long-term strategic asset allocation is 
to determine the optimal mix of asset classes within a 
portfolio, based on the expected return of those asset 
classes over five years and longer. Medium-term asset 

allocation involves making adjustments to the weights of 
individual asset classes within a portfolio based on the 
medium-term performance of those asset classes. We define 
medium-term as approximately 18 months to five years.

Once you and your financial adviser have decided on a 
risk category, you can feel reassured we will actively be 
looking after your investment with the following features:

Ongoing governance

We have put in place an ongoing governance process, 
with input from independent investment specialists. 
We regularly check to ensure that the mix of assets  
(such as bonds and shares) in each Strategy continues  
to be appropriate for the Strategy’s aims and risks.

Lifestyle Switching

As you get closer to your selected retirement date, we 
will gradually adjust and move your Account into lower 
risk investments. Although this reduces the growth 
potential of your Account, it also aims to help protect 
its value as you near your selected retirement date.

Automatic Rebalancing

Before the Lifestyle Switching phase begins, each 
quarter we will automatically rebalance the investments 
to maintain the optimum investment split in each risk 
category. This means we will automatically correct any 
movements that have occurred in the fund holdings  
and maintain the asset mix appropriate to the risk 
category chosen.

Please see the ‘Changes to Pensions’ section on page 4 of 
this document for more details on the retirement outcomes 
available to you.

If your circumstances change you can alter your 
investment choice at any time, during the term of  
your Account. Please refer to ‘Your guide to  
Retirement Account’.

Please note that you can only invest in one Governed 
Investment Strategy at a time, and 100% of your 
investment must be invested in that Strategy.
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PREMIER GOVERNED INVESTMENT STRATEGIES (PGIS)
In December 2015 we introduced our range of Premier Governed Investment Strategies. These funds have the same 
three risk categories as our Governed Investment Strategies, but aim to offer better potential returns than the 
Governed Investment Strategies equivalent. They aim to achieve this by investing in different ways using specialised 
investment strategies, more asset classes and an element of active management. It costs more to invest in these 
additional assets and strategies, so the annual charges for the PGIS are higher than for the GIS. A brief description is 
given on page 10. 
Full details of our Premier Governed Investment Strategies can be found in the Scottish Widows Premier Lifestyling 
Options guide. You can ask us for a copy of this.

Please note that other than the information given on Premier Governed Investment Strategies on page 10, this 
guide only relates to our Governed Investment Strategies.

CHANGES TO PENSIONS
Changes introduced from April 2015 allow you greater flexibility in how you can take benefits from your pension pot. 
Investors in UK pensions have three ways to use their pension pot at age 55 or above to provide for their retirement.  
You can choose one or more of the following:

1. Annuity Purchase – buying one or more annuities to provide a regular and secure income for life. 

2. Pension Encashment – taking all (or part of) a pension pot as a cash lump sum, 25% of which will be tax-free with the 
remainder subject to tax. 

3. Flexible Access – adopting a flexible approach by using a suitable product to keep a pension pot invested and then 
taking income as it’s needed.

Scottish Widows has conducted significant customer research and worked with independent research specialists Moody’s 
Analytics to identify how we can help meet our customers’ needs in this new pensions environment.

HOW THE GOVERNED INVESTMENT STRATEGIES WORK
We’ve a number of options available in our Governed Investment Strategy risk categories to take account of the retirement 
choices available to you. 

We offer three different ‘retirement outcomes’, designed to prepare your pension investment in its last five years for 
whichever retirement choice you expect to make. In addition to the retirement outcome designed for those planning to 
buy an annuity, we have a second outcome for those who plan to encash their fund, and a third outcome for customers 
who will want flexible access and plan to move into a suitable product so they can stay invested.

This means that you have two selections to make when you make your investment choice:

• The level of risk you’re comfortable with – Adventurous, Balanced or Cautious.

• The type of retirement outcome you are likely to want when you retire – Targeting Annuity, Targeting Encashment or 
Targeting Flexible Access.

Here are our Governed Investment Strategies in full:

ADVENTUROUS RISK CATEGORY BALANCED RISK CATEGORY CAUTIOUS RISK CATEGORY

Adventurous (Targeting Annuity) Balanced (Targeting Annuity) Cautious (Targeting Annuity)

Adventurous (Targeting Encashment) Balanced (Targeting Encashment) Cautious (Targeting Encashment)

Adventurous (Targeting Flexible Access) Balanced (Targeting Flexible Access) Cautious (Targeting Flexible Access)

We realise that some customers may not be sure how they will want to provide for their retirement, especially those 
who are still some years from taking benefits from their pension pot. So we have made it easy for you to change 
towards a different retirement outcome (or to a different risk category) if your plans and objectives change as you 
get closer to retirement. 
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LIFESTYLE SWITCHING EXPLAINED
Our Governed Investment Strategy risk categories all work in a similar way: the difference between them is how much 
investment risk they take in trying to help your pension fund grow. In the earlier years, more of your money is invested 
in equities to increase the potential for growth. We then begin to gradually reduce your exposure to risk once you are 
15 years from your selected retirement date. This should help to protect what you’ve built up if there are any market 
downturns. 

Until five years from retirement the ‘investment glidepath’ for your selected risk category is the same, regardless of which 
retirement outcome you are targeting. In the final five years leading up to your selected retirement date your investment 
will gradually move into one of three carefully selected packages of lower-risk investments. These are different for each 
retirement outcome, tailored to suit whichever retirement option you have chosen. 

The graph below is meant to demonstrate how this works, showing a typical Governed Investment Strategy ‘investment 
glidepath’. Please note that this graph indicates how the overall level of risk changes at different stages, not the likely 
performance of an investment.

HOW A GOVERNED INVESTMENT STRATEGY ‘INVESTMENT GLIDEPATH’ WORKS
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Up to 5 years from 
retirement – the 
glidepath is the same, 
regardless of which 
retirement outcome 
has been chosen

15 years from 
retirement – level 
of risk starts to fall

5 years from 
retirement – the 
glidepath diverges

Our Governed Investment Strategies are covered in more depth over the following pages. We are confident that our 
Governed Investment Strategies allow our customers to benefit from the greater flexibility now available, while 
retaining their well established structure.
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Adventurous (Targeting Annuity retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 75% 25%

10 yrs 63.8% 21.2% 15%

5 yrs 52.5% 17.5% 30%

0 yrs 75% 25%

Highest risk  Lowest risk

Adventurous (Targeting Encashment retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 75% 25%

10 yrs 63.8% 21.2% 15%

5 yrs 52.5% 17.5% 30%

0 yrs 100%

Highest risk  Lowest risk

Adventurous (Targeting Flexible Access retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 75% 25%

10 yrs 63.8% 21.2% 15%

5 yrs 52.5% 17.5% 30%

0 yrs 22.5% 7.5% 45% 25%

Highest risk  Lowest risk
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%

15 yrs+ 10 yrs 5 yrs 0 yrs
Overseas Shares UK Shares
Bonds Cash

0
10
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40
50
60
70
80
90
100
%

Overseas Shares UK Shares
Bonds Cash

15 yrs+ 10 yrs 5 yrs 0 yrs

0
10
20
30
40
50
60
70
80
90
100
%

Overseas Shares UK Shares
Bonds Cash

15 yrs+ 10 yrs 5 yrs 0 yrs

WHAT INVESTMENTS DO WE USE?
All our Governed Investment Strategies invest in the same types of assets, but in different proportions at different times. 
We don’t actually invest directly in the investments shown e.g. UK equities and bonds. Instead we invest in funds from the 
Scottish Widows range that have the combination of asset classes that deliver the right mix of investment risk.  
These funds are grouped together under five Portfolios.

The same types of investments are used in all our Governed Investment Strategies, but in different proportions at different 
times. The ‘Lifestyle Switching’ into lower risk investment occurs gradually on a monthly basis until your selected 
retirement date. The tables below show how each Strategy will be invested at key points in the term to retirement.  
The target splits of investments and actual percentage holdings within each Strategy may change.
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Balanced (Targeting Annuity retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 63.8% 21.2% 15%

10 yrs 52.5% 17.5% 30%

5 yrs 30% 10% 60%

0 yrs 75% 25%

Highest risk  Lowest risk

Balanced (Targeting Encashment retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 63.8% 21.2% 15%

10 yrs 52.5% 17.5% 30%

5 yrs 30% 10% 60%

0 yrs 100%

Highest risk  Lowest risk

Balanced (Targeting Flexible Access retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 63.8% 21.2% 15%

10 yrs 52.5% 17.5% 30%

5 yrs 30% 10% 60%

0 yrs 22.5% 7.5% 45% 25%

Highest risk  Lowest risk
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90
100
%

Overseas Shares UK Shares
Bonds Cash

15 yrs+ 10 yrs 5 yrs 0 yrs

0
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90
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%

Overseas Shares UK Shares
Bonds Cash

15 yrs+ 10 yrs 5 yrs 0 yrs

0
10
20
30
40
50
60
70
80
90
100
%

Overseas Shares UK Shares
Bonds Cash

15 yrs+ 10 yrs 5 yrs 0 yrs
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Cautious (Targeting Annuity retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 52.5% 17.5% 30%

10 yrs 30% 10% 60%

5 yrs 30% 10% 60%

0 yrs 75% 25%

Highest risk  Lowest risk

Cautious (Targeting Encashment retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 52.5% 17.5% 30%

10 yrs 30% 10% 60%

5 yrs 30% 10% 60%

0 yrs 100%

Highest risk  Lowest risk

Cautious (Targeting Flexible Access retirement outcome)

Target Split of Investments Used

Years to 
Retirement

Overseas 
Shares

UK Shares Bonds Cash*

15 yrs+ 52.5% 17.5% 30%

10 yrs 30% 10% 60%

5 yrs 30% 10% 60%

0 yrs 22.5% 7.5% 45% 25%

Highest risk  Lowest risk

*Please read our explanation of cash as an asset class on page 9 of this guide.

Please note that, whichever fund you are investing in, the value of your investment can go down as well as up, and 
could fall below the amount(s) paid in. This also applies to ‘Money Market’, ‘cash’ and ‘near-cash’ funds which invest 
in securities, as these securities can fluctuate more than a customer might expect. ‘Cash’ or ‘near-cash’ funds do not 
guarantee a positive return, nor do they provide complete protection for your investment.
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CASH AS AN ASSET CLASS

Two of the underlying funds we use in our Governed 
Investment Strategies invest in ‘cash’ as an asset class. 
These funds are often referred to as simply ‘cash’ or 
‘near-cash’ funds. Cash as an asset class (or as a type 
of fund) does not mean the same thing as money in a 
normal bank account. A ‘cash fund’ may hold different 
types of ‘cash-like’ investments that have similar 
characteristics to bank deposits – such as a fixed rate of 
interest, quick access and low risk of capital loss.  
Cash funds mainly hold investments that mature (i.e. 
pay out) in the short term (weeks), but can hold assets 
with slightly longer periods to maturity. A longer period 

to maturity often means the fund manager is trying to 
earn a slightly higher return by taking a little more risk, 
which leads to the potential for slightly higher returns and 
risks than a bank deposit account. The fund will fluctuate 
in value because of, among other things, charges and 
possible falls in interest payments, so investors can get 
back less than they invest. There is also the risk that this 
type of fund will not keep pace with inflation, which would 
mean prices in shops rise quicker than your investment 
increases in value, so its spending power is reduced. 
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THE SCOTTISH WIDOWS PREMIER GOVERNED INVESTMENT STRATEGIES

The Scottish Widows’ Premier Governed Investment Strategies have the same three risk categories as our Governed 
Investment Strategies, but aim to offer better potential returns than the equivalent Governed Investment Strategies 
option. They aim to achieve this by investing in different ways, using specialised investment strategies, more asset classes 
and an element of active management. It costs more to invest in these additional assets and strategies, so the annual 
charges for the PGIS are higher than for the GIS.

Our Premier Governed Investment Strategies have the same structure as our passively-managed Governed Investment 
Strategies lifestyling options:

• Three risk categories (Cautious, Balanced, Adventurous).

• Three retirement outcomes (Targeting Annuity, Targeting Encashment, Targeting Flexible Access).

• A glidepath design that gradually ‘de-risks’ from 15 years to a customer’s selected retirement date.

• A blend of underlying funds to achieve the selected asset mixes at different stages of lifestyling.

Here are our Premier Governed Investment Strategies in full:

ADVENTUROUS RISK CATEGORY BALANCED RISK CATEGORY CAUTIOUS RISK CATEGORY

Premier Adventurous – Targeting Annuity Premier Balanced – Targeting Annuity Premier Cautious – Targeting Annuity

Premier Adventurous – Targeting 
Encashment

Premier Balanced – Targeting 
Encashment

Premier Cautious – Targeting 
Encashment

Premier Adventurous – Targeting Flexible 
Access

Premier Balanced – Targeting Flexible 
Access

Premier Cautious – Targeting Flexible 
Access

The Premier Governed Investment Strategies complement our passively managed Governed Investment Strategies 
options, and we continue to believe in our passively managed approach as a cost-effective and robust way for pension 
customers to invest. But as a result of recent developments like Auto Enrolment and Pension Freedoms, we believe 
that our customers are going to demand more from their pensions, with the level of net returns becoming increasingly 
important. We feel some customers will be prepared to pay more to increase potential returns, and this is why we have 
launched our new Premier Governed Investment Strategies.

For full details of our Premier Governed Investment Strategies, including the fund aims and risks, please see our ‘Premier 
Lifestyling Options Guide’.
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THE GOVERNED INVESTMENT STRATEGY FUNDS

Please refer to the table on pages 15-17 for more detailed information on the underlying investments including details of 
the general and specific risks.

Asset classes

Scottish Widows 
Pension 
Portfolio One

Scottish Widows 
Pension 
Portfolio Two

Scottish Widows 
Pension 
Portfolio Three

Scottish Widows 
Pension 
Portfolio Four

Scottish Widows 
Pension  
Portfolio Five

Overseas Equities
- SSgA Europe ex UK Equity 

Index Fund
- SSgA North America Equity 

Index Fund
- SSgA Japan Equity Index 

Fund
- SSgA Asia Pacific Ex Japan 

Equity Index Fund
- SSgA Emerging Markets 

Equity Index Fund

75% 63.8% 52.5% 30%

UK Equities
- SSgA UK Equity Index Fund

25% 21.2% 17.5% 10%

Corporate Bonds
- SWUTM Corporate Bond 

Tracker Fund
– 11.3% 22.5% 45%

Global Corporate
Bonds (hedged)
- Aberdeen Global Corporate 

Bond Tracker Fund

– 3.7% 7.5% 15%

Cash
- Aberdeen Sterling 

Investment Cash Fund
- Aberdeen Global Liquidity 

Fund – Sterling Sub Fund 

100%

In the last 15 years before you retire, we gradually start switching to lower risk investment funds. 

The funds used during the five years leading up to your selected retirement date will depend on which retirement outcome 
you have selected, be this Targeting Annuity, Targeting Encashment or Targeting Flexible Access. 

The table on the next page shows you which funds are used for each risk category and the different retirement outcomes.

Funds
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As you can see from the tables below, whichever risk category and retirement outcome you choose, we will have 
automatically adjusted your Account by your selected retirement date.

ADVENTUROUS 
RISK CATEGORY 15 years+ at 10 years at 5 years at 0 years

Adventurous 
(Targeting 
Annuity)

Scottish Widows 
Pension Portfolio 1  
– 100%

Scottish Widows 
Pension Portfolio 2 
– 100%

Scottish Widows 
Pension Portfolio 3 
– 100%

Scottish Widows Pension 
Protector – 75% 
Scottish Widows Cash 
– 25%

Adventurous  
(Targeting 
Encashment)

Scottish Widows 
Pension Portfolio 1  
– 100%

Scottish Widows 
Pension Portfolio 2 
– 100%

Scottish Widows 
Pension Portfolio 3 
– 100%

Scottish Widows Pension 
Portfolio 5 – 100%

Adventurous 
(Targeting Flexible 
Access)

Scottish Widows 
Pension Portfolio 1  
– 100%

Scottish Widows 
Pension Portfolio 2  
– 100%

Scottish Widows 
Pension Portfolio 3 
– 100%

Scottish Widows Pension 
Portfolio 4 – 75%
Scottish Widows Pension 
Portfolio 5 – 25%

BALANCED RISK 
CATEGORY 15 years+ at 10 years at 5 years at 0 years

Balanced 
(Targeting 
Annuity)

Scottish Widows 
Pension Portfolio 2 
– 100%

Scottish Widows 
Pension Portfolio 3 
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Protector – 75% 
Scottish Widows Cash 
– 25%

Balanced  
(Targeting 
Encashment)

Scottish Widows 
Pension Portfolio 2  
– 100%

Scottish Widows 
Pension Portfolio 3 
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Portfolio 5 – 100%

Balanced  
(Targeting Flexible 
Access)

Scottish Widows 
Pension Portfolio 2  
– 100%

Scottish Widows 
Pension Portfolio 3  
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Portfolio 4 – 75%
Scottish Widows Pension 
Portfolio 5 – 25%

CAUTIOUS RISK 
CATEGORY 15 years+ at 10 years at 5 years at 0 years

Cautious 
(Targeting 
Annuity)

Scottish Widows 
Pension Portfolio 3  
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Protector – 75% 
Scottish Widows Cash 
– 25%

Cautious  
(Targeting 
Encashment)

Scottish Widows 
Pension Portfolio 3  
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Portfolio 5 – 100%

Cautious  
(Targeting Flexible 
Access)

Scottish Widows 
Pension Portfolio 3  
– 100%

Scottish Widows 
Pension Portfolio 4  
– 100%

Scottish Widows 
Pension Portfolio 4 
– 100%

Scottish Widows Pension 
Portfolio 4 – 75%
Scottish Widows Pension 
Portfolio 5 – 25%

When you start investing in a Governed Investment Strategy the proportion of investment in each fund will be based on 
the number of months until your selected retirement date.

If you were to invest directly in the same range of assets, rather than investing via the Governed Investment Strategy, 
the investment costs you would pay would be higher. For full details please see your personal illustration.
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THE IMPACT OF LIFESTYLE SWITCHING ON ILLUSTRATIONS

NEW BUSINESS AND INCREMENT ILLUSTRATIONS 
The personal illustration you receive is based on the initial or current investment split continuing until you retire. 
It does not take account of any future investment movements into lower-risk assets.

However your selected Governed Investment Strategy will automatically move your investments into lower-risk assets 
as you get closer to your retirement date. The aim of switching to lower risk investments is to try to protect the value 
of your pension fund but it also reduces the growth potential. This means that the final value will typically be lower than 
illustrated as a result of switching but should be less affected by market conditions close to your retirement date.

For example, if your personal illustration for a new Retirement Account projects a final fund value of £100,000 at the middle 
assumed rate of growth, allowing for the impact of lifestyle switching could reduce the illustrated final fund value to:

The figures above are for illustrative purposes only and are not guaranteed. The actual figures could be lower or 
higher than shown. These figures have all been calculated using the ‘Targeting Annuity’ retirement outcome, but 
the same principles would also apply for the ‘Targeting Encashment’ and ‘Targeting Flexible Access’ retirement 
outcomes. Please note, the ‘More than 15 years’ figures are based on a 17 year term, the ‘Between 11-15 years’ 
figures are based on a 13 year term and the ‘Between 6-10 years’ figures are based on an 8 year term.

If you are five or fewer years from retirement 

You will be invested in low-risk assets from the start, 
and that is reflected in your illustration for a new 
Retirement Account.

If you already have an existing Retirement Account 

If your Account has more than 15 years to go until 
retirement, the above table applies in the same way  
as for a new Account.

If your Account has less than 15 years to go until 
retirement, however, it will already be in the process of 
moving into the lower-risk assets. Lifestyling is therefore 
likely to result in a bigger reduction in the final fund value.

Other important notes

The reduction would be in the same proportion for 
different illustrated values. Bear in mind that the 
original illustrated value will generally be higher if 
you have chosen the Balanced Governed Investment 
Strategy than if you have chosen the Cautious Governed 
Investment Strategy, and higher again if you have chosen 
the Adventurous Governed Investment Strategy.

ANNUAL REVIEW STATEMENTS
Unlike the new business and increment illustrations, the 
illustrations shown in your annual review statements do 
allow for your current investment strategy. They therefore 
take account of any future investment movements into 
lower-risk assets, and the illustrated figures will differ 
accordingly. 

Governed 
Investment Strategy

Time to Retirement

More than 15 years Between 11-15 years Between 6-10 years

Adventurous risk category £96,000 £95,600 £95,400

Balanced risk category £93,800 £93,300 £94,600

Cautious risk category £91,500 £93,700 £96,900
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Where any of the following general risks apply to a fund, they will be indicated beside the aims of the fund shown in 
the following table. Any specific risks associated with a fund will also be shown here.

EM This fund invests in emerging markets so might invest in stockmarkets which are generally less well regulated 
than those in the UK. This may result in a greater risk that the value of the units might go down. The investments 
in these markets might also be bought and sold infrequently therefore resulting in large changes in their prices.

EQ This fund invests in company shares (often referred to as ‘equities’). Investing in company shares generally 
has the potential for higher capital growth over the longer term than investing in say, corporate bonds and 
other fixed interest securities. However there might be considerable fluctuations in equity prices and there is a 
greater risk that the value of the investment will fall.

FI Some of the securities in which this fund invests might default or their credit rating might fall. The value of 
those investments will usually fall should an issuer default or receive a reduced credit rating. Fluctuations in 
interest rates are likely to affect the value of the securities held by the fund. If long-term interest rates rise, the 
value of the units is likely to fall and vice versa.

OS Exchange rate changes might cause the value of any overseas investment to go up or down.

FIG This fund may invest more than 35% in government or public securities issued by a single issuer. There could be a 
risk, for example, that they can’t repay the amount borrowed. If they don’t repay, the value of the fund will fall.
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OUR PENSION PORTFOLIO AND INVESTMENT FUNDS’ AIMS
Our Pension Portfolio and investment funds aim to achieve results that are suited to the Governed Investment Strategy 
chosen and your selected retirement outcome.

Fund Aim Risks

Scottish Widows Pension  
Portfolio One Pension Fund

The Fund aims to provide long-term growth by investing in UK and 
overseas equities. 

The underlying funds will use full replication or sampling 
techniques to track an index.

The exposures are currently gained through holdings in passive 
index tracking funds managed by State Street and Aberdeen 
Standard Investments.

The asset mix of the Fund will be reviewed periodically by 
Scottish Widows, and may be amended if a review indicates that 
it would be in the investors’ best interests to do so. This means 
in future the Fund could be invested in different funds and 
additional asset types, though the Fund will continue to invest 
predominantly in equities.

EQ  OS  EM

Scottish Widows Pension  
Portfolio Two Pension Fund

The Fund aims to provide long-term growth by investing 
predominantly in UK and overseas equities. It also has some 
exposure to bonds. 

The underlying funds will use full replication or sampling 
techniques to track an index.

The exposures are currently gained through holdings in passive 
index tracking funds managed by State Street and Aberdeen 
Standard Investments.

The asset mix of the Fund will be reviewed periodically by 
Scottish Widows, and may be amended if a review indicates that 
it would be in the investors’ best interests to do so. This means 
in future the Fund could be invested in different funds and 
additional asset types, though the Fund will continue to invest 
predominantly in equities.

EQ  OS  EM  FI
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Fund Aim Risks

Scottish Widows Pension  
Portfolio Three Pension Fund

The Fund aims to provide long-term growth by investing 
primarily in a range of UK and overseas equities, but with a 
significant proportion in fixed interest securities.

The underlying funds will use full replication or sampling 
techniques to track an index. 

The exposures are currently gained through holdings in passive 
index tracking funds managed by State Street and Aberdeen 
Standard Investments.

The asset mix of the Fund will be reviewed periodically by 
Scottish Widows, and may be amended if a review indicates that 
it would be in the investors’ best interests to do so. This means 
in future the Fund could be invested in different funds and 
additional asset types, though the Fund will continue to invest 
generally in equities.

EQ  OS  FI

Scottish Widows Pension  
Portfolio Four Pension Fund

The Fund aims to provide long-term growth by investing mainly in 
UK and overseas equities and fixed interest securities. 

The underlying funds will use full replication or sampling 
techniques to track an index. 

The exposures are currently gained through holdings in passive 
index tracking funds managed by State Street and Aberdeen 
Standard Investments.

The asset mix of the Fund will be reviewed periodically by  
Scottish Widows, and may be amended if a review indicates that it 
would be in the investors’ best interests to do so. This means in 
future the Fund could at times invest more or less in equities than 
fixed interest securities. It could also be invested in different funds 
and additional asset types, which would reduce the level of 
investment in equities and/or fixed interest securities. 

EQ  OS  FI
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Fund Aim Risks

Scottish Widows Pension  
Portfolio Five

The Fund aims to provide high levels of capital security 
by investing mainly in high quality short to medium 
term securities. These include fixed or floating rate debt 
instruments such as deposits, commercial paper, medium 
term notes, asset backed securities and bonds. 

The exposures are currently gained through holdings 
in passive index tracking funds managed by Aberdeen 
Standard Investments. 

The asset mix of the Fund will be reviewed periodically 
by Scottish Widows, and may be amended if a review 
indicates that it would be in the investors’ best interests 
to do so. This means in future the Fund could be invested 
in different funds and additional asset types, though the 
Fund will continue to invest mainly in short to medium 
term securities.

Specific risk 
Some of the securities in 
which this Fund invests 
might default or their credit 
rating might fall. The value 
of those investments will 
usually fall should an issuer 
default or receive a reduced 
credit rating. Fluctuations 
in interest rates are likely 
to affect the value of the 
securities held by the Fund. 
If interest rates rise, the 
value of the units is likely to 
fall and vice versa. The Fund 
therefore carries a relatively 
modest risk to capital. 

Scottish Widows Pension 
Protector Fund

The Fund may be suitable for investors approaching 
retirement who intend to purchase a conventional 
pension annuity. The Fund invests mainly in long-dated 
UK fixed interest securities. The prices of these are one of 
the key factors affecting the cost of buying a pension and 
so any investment in the Fund should rise and fall broadly 
in line with changes in the cost of buying such a pension 
in retirement. The Fund does not provide any guarantee 
of the level of pension in retirement or the cost of buying 
that pension. It may not be effective for those who intend 
to buy an inflation linked pension and does not provide 
protection against changes in the cost of buying a pension 
that arise from changes in life expectancy.

FI  FIG  

Scottish Widows Cash Fund The Fund aims to provide long-term growth consistent 
with high levels of capital security by investing mainly 
in short-term securities.

Specific risk

The Fund can invest in high-
quality, mostly short-term 
debt instruments such as 
fixed deposits, certificates of 
deposit, commercial paper 
and floating rate notes. It 
carries a relatively modest 
risk to capital.

Please note that, whichever investment you are investing in, the value of your investment can go down as well as up, 
and could fall below the amount(s) paid in. This also applies to ‘Money Market’, ‘cash’ and ‘near-cash’ funds which invest 
in securities, as these securities can fluctuate more than a customer might expect. ‘Cash’ or ‘near-cash’ funds do not 
guarantee a positive return, nor do they provide complete protection for your investment.
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WHAT NEXT?

PLEASE SPEAK TO YOUR FINANCIAL ADVISER, WHO WILL BE ABLE TO ADVISE YOU ON RETIREMENT 
ACCOUNT AND THE GOVERNED INVESTMENT STRATEGIES.

YOUR ADVISER CAN HELP DEFINE YOUR ATTITUDE TO RISK AND REWARD AND ADVISE ON WHICH 
OF THE GOVERNED INVESTMENT STRATEGIES MAY BEST SUIT YOUR RETIREMENT GOALS. 

IF YOU WOULD LIKE TO FIND OUT MORE ABOUT RETIREMENT ACCOUNT BEFORE YOUR MEETING, 
PLEASE LOG ON TO OUR WEBSITE AT WWW.SCOTTISHWIDOWS.CO.UK/RETIREMENT



Scottish Widows Limited. Registered in England and Wales No. 3196171. Registered office in the United Kingdom at 25 Gresham Street, London EC2V 7HN. 
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