






front-end or initial tax relief on 
pension contributions up to 100 
per cent of salary or £245,000 
in the tax year which starts on 
April 6, 2009, non-taxpayers can 
also receive basic rate tax relief 
on pension contributions up to 
£3,600 a year. That is worth 

£720 a year, while the basic rate 
of tax remains 20 per cent.

This is why some couples  
set up pensions on behalf of  
non-earners – including children, 
where the family can afford to 
commit money for considerable 
periods of time.

Finally, because of the 
corrosive effect of inflation, 
consider increasing your pension 
contributions in line with your 
earnings over time to help 
protect the real value or 
purchasing power of your 
retirement fund.



Strategies to protect 
investments are 
almost as many and 

varied as the individuals who 
use them. No single savings 
and investment solution will 
suit everybody, but good-
quality financial advisers 
now use interactive software 
to identify individual 
attitudes to risk and reward. 
The more your adviser 
knows about your financial 
needs and objectives, the 
better placed they will  
be to recommend 
appropriate strategies 
and investments for you 
to consider.

That is why financial 
advisers are required by 
the statutory regulatory 
authority in Britain to ask 
clients questions and find 
out relevant information, 

before making any 
recommendations. This is also 
why clients should not take 
offence at what might seem to  
be a time-consuming or 
bureaucratic process. The idea  
is to protect your best interests 
and to ensure that the advice  
you receive is suitable for your 
individual and – if relevant –  
your family circumstances.  
A couple of examples of how  

needs and strategies might vary 
are shown below, but these are 
not intended as a substitute for 
individually-tailored advice.

Young growth-
seeking risk-takers

Where the client is in his or her 
thirties and earning a substantial 
income, it might be appropriate  
to allocate a relatively high 

It’s all about you
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proportion of the investment 
portfolio to shares and share-
based funds. As we have seen, 
these have tended to produce 
the highest total returns over the 
medium to long term, but there 
are no guarantees that this will  
be the case in the future. 
Because there is no immediate 
need for further income, these 
share-based investments might 
focus in areas where capital gains 
are likely to be highest – even if 
these investments pay little or no 
dividend income. So this portfolio 
might contain exposure to 
emerging market funds, investing 
in China or India, for example, 
and commodities.

Even if the recent volatility in 
global stock markets continues, 
this investment strategy could 
remain appropriate – provided 
the individual investor has 
understood at outset the risks 
being taken. Where his or her 
income is sufficient to meet 
immediate needs, assets whose 
prices vary may well be 
appropriate investments in  
pursuit of medium- to long-term 
rewards in the shape of capital 

growth. Pensions and ISAs could 
both be used to shelter profits 
from tax.

Middle-aged parents 
with mixed needs

Adults with children may have 
more complex objectives for 
which a balanced portfolio of 

assets would be more 
appropriate. For example, like 
investors of any age, they may 
need to have immediate access 
to a risk-free portion of their 
savings for unexpected items of 
expenditure – such as replacing 
the family car – and instant 
access cash deposits are likely to 
feature in their portfolio. However, 



other objectives – such as saving 
to fund school fees or the 
purchase of a bigger house – 
may be further away in future and 
share-based funds might serve 
those needs most efficiently.

Protected investments with 
growth as their objective may be 
appropriate where the return of 
capital is required on predictable 
dates in the future – such as to 
pay those school fees.

This option would reduce the 
risk of stock market setbacks 
resulting in capital loss – and 
investment funds with a capital 
guarantee can diminish that risk 
still further. Elsewhere in their 
equity portfolio, investors in this 
position may favour share-based 
funds that aim to deliver a 
mixture of capital growth and 
income with a limited degree  
of volatility.

People near or 
entering retirement

People who are at, or near, the 
end of their full-time career may 
wish to reduce the risk of their 
investment portfolio and shift the 

emphasis away from seeking 
capital growth in future toward 
obtaining sufficient income now. 
For these reasons, they are likely 
to favour bonds or bond funds 
which promise to pay a fixed 
income and confer a degree of 
capital security. However, it is 
important to be aware that bonds 
are not risk-free. None is any 
better than its guarantor and all 
fixed-interest securities are 
vulnerable to inflation.

Remember that even at 3.1 per 
cent inflation – the annual rate of 
increase in the Consumer 
Price Index as  
I write this – 
inflation will 
halve the 

purchasing power of money in 
just over 23 years, and that is 
less time than many people 
spend in retirement now. So it 
may be appropriate for pension 
funds to retain some exposure to 
share-based funds, perhaps in 
the form of protected or 
guaranteed funds with income as 
their objective. A mixture of 
different assets could reduce risk 
by diversification and seek to 
preserve the purchasing power  
of this pension.
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Consider action now 
to protect your 
investments

As mentioned in the introduction 
to this guide, you can opt out of 
saving and investing but you 
cannot opt out of growing older. 
When it comes to protecting your 
future – and perhaps the future 
of your family – a sensible first 
step is to consider how to 
protect your investments.

If pension planning seems 
terribly dull, then how exciting 
do you think poverty in old age 
is going to be?

These important issues 
require informed decisions that 
individual investors and savers 

must ultimately make for 
themselves – but the good news 
is that they need not do so alone. 
Financial advisers can assess 
your particular needs and 
objectives before making 

appropriate recommendations.  
If you do not understand anything 
they say, ask them to try again in 
simple terms.

After the shocking economic 
setbacks of 2008, now may 
seem like a bad time to make 
any investment decisions – but 
remember that the first step 
toward making a profit is to buy 
low. No Tardis is available to take 

you back to the bargain prices 
that were available after the 
stock market crashes of 
1974, 1987 or 2000,  
but perhaps in future 
hindsight will show similar 

value was available to those 
who had the discipline to 

save and invest today.
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Now may seem a bad time to make investment decisions 
but the first step toward making a profit is to buy low




