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Finding answers to future problems…



Important Information

The information in this presentation is based on our understanding of current taxation, legislation and HM 
Revenue & Customs practice all of which are liable to change without notice. The impact of any taxation (and 
any tax reliefs) depends on individual circumstances. Full terms and conditions are available on request.

Where a presentation includes case studies or examples these are for illustration purposes and are not 
recommending a specific course of action.

Past performance is not a reliable indicator of future performance. The value of an investment can go down as 
well as up and your client may get back less than they’ve paid in.

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

“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.

For Adviser use only. Not for use with clients.
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M&G Treasury & Investment Office (T&IO) includes the team formerly known as Prudential Portfolio Management Group (PPMG). This document
has been prepared by T&IO for informational purposes only for the sole and exclusive use of the persons to whom it is addressed and may not be
passed on to any other person, as further distribution might be restricted or illegal in certain jurisdictions. This document or report may not be
copied, published, circulated, reproduced or distributed without the prior written consent of T&IO.

This document does not constitute or form part of any offer or invitation to sell, or any solicitation of any offer to purchase any security or other
interests, nor shall this document or any part of it or the act of its distribution form the basis of, or be relied upon in connection with, any contract
for the purchase of any such securities or other interests. This document does not constitute investment advice.

Information given in this document has been obtained from, or based upon, sources believed by T&IO to be reliable and accurate although T&IO
does not accept liability for the accuracy of the contents. Any opinions expressed are our present opinions reflecting current market conditions, are
subject to change without notice and involve a number of assumptions which may not prove valid. Past performance is no guarantee of future
performance. The value of investments can fall as well as rise.

To the extent available, the industry, market and competitive position data contained in this document come from official or third party sources.
Third party industry publications, studies and surveys generally state that the data contained therein have been obtained from sources believed to
be reliable, but there is no guarantee of the accuracy or completeness of such data.

Where included, benchmark and index data included in this document are provided for illustrative purposes only. Every effort is made to ensure the
accuracy of any information but no representation, warranty or other assurance, express or implied is made or given by T&IO or any of its
shareholders, affiliates, directors, employees or any other person as to the accuracy, completeness or fairness of any information, forward-looking
statements or opinions contained in this document and no responsibility or liability is accepted by any of them for any such information, forward
looking statements or opinions in respect of any omission, and this document is distributed expressly on the basis that it shall not give rise to any
liability or obligation if, for whatever reason, any of its contents are or become inaccurate, incomplete or misleading.

Neither T&IO nor any of its shareholders, affiliates, directors or employees undertake any obligation to provide the recipient with access to
additional information or to correct any inaccuracies herein which may become apparent. By accepting the document, you agree to be bound by the
foregoing limitations.

Prudential Portfolio Management Group Limited, is registered in England and Wales, registered number 2448335, with registered offices at 10
Fenchurch Avenue, London, EC3M 5AG

Prudential Portfolio Management Group Limited is not regulated or authorised by any regulator.

Disclaimer



Learning Outcomes

Explain the ways in 
which you can 
determine if a 

client’s income is 
sustainable.

Describe the key 
planning 

considerations 
when developing a 
client’s retirement 
income strategy.

Describe the 
benefits of utilising 
‘smoothed’ multi 
asset returns in 
retirement for a 

client.

For Adviser use only. Not for use with clients.

Explain how to 
provide reliable 

long-term income 
for clients wanting 

to retire.



The challenge for investors in retirement

Capacity 
for Loss

Income 
Requirement

Low yield 
environment

Volatility 

Long-term 
growth

Longevity

Risk Appetite

Developed Market Government Bond Yields

For Adviser use only. Not for use with clients.



The search for income in a low yield world

For Adviser use only. Not for use with clients.

Real Yield (Developed vs Emerging Market Bonds)  UK Property yield (equivalent) v Fixed Income    
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UK 10-year Government Bond Yield
UK BBB Corporate Bond Yield
UK Property Equivalent Yield

Source: Datastream as at 04.11.2021, Inflation is average over last 3 years Source: MSCI (UK Monthly Index to September 2021), Bloomberg (October 2021)



Capital Market Assumptions 
Building blocks approach

Long-term growth outlook  

Long-term inflation

Long-term monetary policy

Liquidity premium Liquidity premiumLiquidity premium

Inflation

Nominal cash 
return

Govt bond risk 
premium

Property risk 
premium

Equity risk 
premium

Credit risk 
premium

Property total 
return

Equity total returnCredit total return

+

+

+

Real cash return

Source: M&G Treasury & Investment Office as at 1st November 2021
For Adviser use only. Not for use with clients.



Lower risk Higher risk
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• Realistic return expectations are 
key to retirement planning

• The Expected Growth Rate (EGR) 
is an estimate of the expected 
investment return over the long-
term

• Our in-house stochastic asset 
model is used to generate a 
distribution of possible future 
investment returns (having 
regard to the current asset mix in 
each fund) over a 15 year period

Choice of ‘smoothed’ multi asset funds
Helping investors ‘stay the path’

Source: M&G Treasury & Investment Office as at 1st November 2021
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Think about…

https://www.pruadviser.co.uk/content/dam/prudential/assets/pdf/GENM416404.pdf

Sequencing risk with no withdrawals

Positive 
start

£150,000

Linear £150,000

Negative 
start

£150,000

Result
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Think about…

https://www.pruadviser.co.uk/content/dam/prudential/assets/pdf/GENM416404.pdf

Sequencing risk with withdrawals of £4,000pa (£333.33pm)

Positive 
start

£124,594

Linear £101,667

Negative 
start

£48,287

Result

For Adviser use only. Not for use with clients.

https://www.pruadviser.co.uk/content/dam/prudential/assets/pdf/GENM416404.pdf


PruFund Growth Fund Pn Ser A PruFund Cautious Fund Pn Ser A 

Source: FE fundinfo (25.11.2008 - 03.11.2021) 

Delivering on expectation
Smoothing helps investors ‘stay the path’

PruFund Growth Fund Pn Ser A was launched on 25/11/2008 and PruFund Cautious Fund Pn Ser A  was launched 25/11/2009.  The charts show growth of the funds since launch against PruFund Growth Account Pn Ser A, 
and PruFund Cautious Account Pn Ser A,  which represents the average Expected Growth Rate (EGR) in place throughout the period.  The figures are net of any additional expenses, but not annual management charge, 
product or advice charges. Therefore, the amount an investor would get back would be less than shown here. The value of an investor's finances can fall as well as rise. Past performance is not a reliable indicator of future 
performance.  The value of an investment can go down as well as up.  Your clients may get back less than they have paid in. Source: FE Analytics.

Source: FE fundinfo (25.11.2008 - 03.11.2021) 

For Adviser use only. Not for use with clients.



What PruFund does – series E

Source: FE analytics 5th November 2021

For Adviser use only. Not for use with clients.



University of York

We find two powerful conclusions;

first that smoothing the returns on 
individual assets by simple trend 
following techniques is a potent tool to 
enhance withdrawal rates.

Secondly, we show that while 
diversification across asset classes does 
lead to higher withdrawal rates than 
simple equity/bond portfolios, 
’smoothing’ returns in itself is far more 
powerful a tool for raising withdrawal 
rates. 

https://pure.york.ac.uk/portal/en/publications/decumulation-sequencing-risk-and-the-safe-
withdrawal-rate(a13c955f-a75c-4473-aea0-ab8ba4d8b926)/export.html For Adviser use only. Not for use with clients.



2021 Strategic Asset Allocation (SAA) - PruFund Growth v Peer group 

PruFund Growth IA Mixed 20-60 sector YE2020 (illustrative)

Source: LHS chart: M&G Treasury & Investment Office Long Term Investment Strategy Team  2021 SAA review, RHS chart: Financial Express, peers made up of top 20 funds by AUM from the IA Mixed 20-60% shares 
sector For Adviser use only. Not for use with clients.



Cash Buffers
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5 year buffer

FUND ONLY

CASH & FUND

Starting value £100,000
Income £4,750 annual in advance

Fund growth 4%
Cash growth 0.5%

Fund tops up cash when cash doesn’t support income payment

Buffer Fund 
remaining

Income 
remaining

2 year £6,163 1.3 yrs

3 year £15,015 3.16 yrs

5 year £23,199 4.88 yrs

Values remaining when Cash & Fund Exhausts



M&G Alternatives 

Global Energy Transition Fund + Co-Investment

PAC Fund Commitment: $150m & $50m Co-inv. (2019)

Facilitating the global energy transition by investing in
cleaner power generation, battery storage and
distributed generation. Specialist supplier of low-carbon
power platforms, from development stage through
construction and operations

• Utility scale wind platform (US) - 600MW+ of assets
under construction/operation and pipeline of
2,200GW

• Utility scale solar and battery platform (US) -
c.700MW solar and 380MW battery facility in the
Nevada Desert. Expected to reduce carbon emissions
by 1.5m tonnes p.a.

• Grid balancing (UK) and distributed generation (AU)

Ridgewood Infrastructure Fund

PAC Fund Commitments: $110m (2018)

Pipeline essential to the City of San Antonio - expected to

provide 20% its water needs. One of the fastest growing

cities in the US and sits in a drought zone; hasn’t built

new water resources in >30 years.

▪ 30 year contract with no volume risk. AA+ rated

counterparty

▪ Best-in-class construction counterparty

▪ Highly attractive to a long-term investor on exit

Pharmaceutical Royalty Fund

PAC Fund Commitment: $100m (2019)

Funding R&D within the healthcare industry, supporting the
commercialisation of innovative, efficacious treatments to meet
the medical needs of a larger, ageing population

Focus on approved drugs serving an unmet medical need, 
particularly those produced by smaller pharmaceutical 
companies taking R&D into commercial stages

Invested in 58 pharma products and medical devices since 
2008. Current investments include pharmaceuticals treating:

1. Multiple myeloma (terminal blood cancer)
2. Anticoagulation reversal (major bleeding episode or 

emergency surgery)
3. Narcolepsy and obstructive sleep apnoea

Over 75% of the Life Fund’s Alternatives mandate mapped against one or more of the UN’s Sustainable 
Development Goals (SDGs)

Source: M&G Alternatives team as at November 2021 For Adviser use only. Not for use with clients.



Property & Alternatives dampen ‘volatility’
Diversification is key to delivering smoothed returns  

Source: M&G Treasury & Investment Office  Long Term Investment Strategy team as at November 2020

For Adviser use only. Not for use with clients.



The new game for all – connect 4

Fund

Yield

TermIncome

For Adviser use only. Not for use with clients.



PFS Good Practice Guide 
11.  Building a robust review process

Critical questions
• Is it meeting stated objectives, priorities & expectations?
• Is the chosen level of income still sustainable?
• Is the investment strategy still suitable?

Other questions;
• Clients health?
• Clients objectives still realistic?
• ATR & C4L?
• Annuity trade off against mortality drag
• Are the minimum income requirements still being met?
• Has the clients cognitive abilities deteriorated?
• POA in place?
• Expression of wish for death benefits ‘hard wired’
• Changes in relevant legislation

Source:  www.thepfs.org/media/10120167/good-practice-guide-advised-pension-income-drawdown.pdf For Adviser use only. Not for use with clients.



Learning Outcomes

Explain the ways in 
which you can 
determine if a 

client’s income is 
sustainable.

Describe the key 
planning 
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when developing a 
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long-term income 
for clients wanting 

to retire.
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