for pensions

People are not only living longer, they are retiring earlier too. Today, those retiring at 50 could conceivably
spend as long retired as they did working — having to rely on their savings and pension arrangements.

planning for a comfortable retirement...

We are all living longer - and more
active lives. In 1901, the average man
could expect to live to age 49 and

the average woman to age 45.

But in 2001, the average life
expectancy for men has risen to
75 and for women it is even longer
at 80."

Ultimately, it means more pensioners
than the state coffers can support,
which means that many millions of
pensioners may be forced to live on
less than half their normal salary by

the time they come to retire.”

To make matters worse, inflation
continually erodes the value of
money - so even a fairly substantial
pension today will rapidly diminish

in buying power.

That's why you must make adequate
provision during your working years
to fund your lifestyle over the possible

30 years or more that you are retired.

And do bear in mind that for every
five years you delay, you are halving
the value of your pension. Take a
look at the chart to see how the

value of money is eroded over time.
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Investment trusts are an ideal
way of investing for retirement,

for a number of reasons.

1. An investment trust may hold
shares in up to three hundred
or even more different
companies at any one time -
which means you can enjoy all
the advantages of stock
market investment whilst

spreading the risk.

This generally makes them
safer than investing directly in
the shares of just one or two
companies quoted on the

London Stock Exchange.

Investment trust pensions
provide one of the lowest cost
forms of pension provision
available. Their charges are
also simple to understand -
there are no heavy front end
cost structures that can mean
your early contributions are

entirely eaten up in charges.

This means that more of your
money is working for you and
this can make a substantial
difference to the value of your

fund over the longer term.

2. Investment trusts, on average,
deliver excellent returns over
the longer term - which means
your money is working as hard
as possible to give you the
retirement capital or income

you will need in the future.

3. Most investment trusts have
low charges - which means
more of your investment is

actually working for you.

4. They are highly affordable -
you can invest from as little as
£250 lump sum or even invest
monthly (some start from as
little as £25 a month).

Investment trust pensions offer
all the same tax benefits as

traditional pension plans.

You get income tax relief at
your highest marginal rate of
tax on the contributions, all of
the gains made within the fund
are tax-free and you are allowed
to take up to a quarter of your
total fund as a tax-free lump

sum upon retirement.

Finally, it's worth remembering
that, over the short term, the
stock market can be a volatile
place. However, these ups and
downs tend to get smoothed out

over the longer term.

This is why investment trusts,
used as long term investment
vehicles, are so appropriate for

retirement planning.

Most investment trust pensions
will offer you a choice of
selecting one or more individual
trusts for inclusion in your

pension portfolio.

Some will only allow you to
choose from a range of trusts
under the same management,
while others will give you a

choice from a much wider range.



for pensions

If you are looking to take out a pension for the first time, or simply want to either top up your existing
plan or company pension, investment trusts provide an accessible, flexible and low-cost alternative to
traditional pensions or of making additional payments to your existing pension provision.

In order to encourage everyone
to plan for their own retirement,
the government offers generous
tax concessions to anyone
taking out an approved

pension plan.

For a start, all of your

contributions are made free of

income tax which means that, if
you are a higher-rate tax payer,
an investment of £1,000 only

costs you effectively £600.

What's more, your investment
within your pension plan is also
allowed to grow completely free

of income and capital gains tax.

And the benefits don't end
there. Once you retire you can
take up to a quarter of your
total pension as a tax-free lump

sum to spend as you wish.

Planning your pension makes
sense - and the sooner you start

saving the better.



Many old-style pensions have
lacked the flexibility and freedom
of choice offered by collective
investment vehicles such as
investment trusts. They have also
tended to be rather heavy-handed
with their charges. Furthermore,
the majority of pension plans tend
to give you a limited choice of

managed investment funds.

That is why more and more
investors are turning to
investment trusts to boost

their pension provision.

With their low charges, flexibility
and choice, investment trusts
provide an attractive and
cheaper alternative to
traditional pensions and are also
an ideal way to supplement your
existing pension provision

because they are so versatile.

Personal pension

If you are not a member of a
company pension scheme

(you may be self-employed or your
company does not offer a scheme)
you can use investment trusts as
part of a personal pension. There
are two main ways of doing this,

either through an Investment

Trust Personal Pension or a Self

Invested Personal Pension.

¢ Investment Trust
Personal Pension
A number of investment trust
management groups offer
their own branded personal
pensions. These allow you to
make contributions into one or
more of the investment trusts

that they manage.

e Self Invested Personal
Pension (SIPP)
SIPPs are offered by some
investment managers,
stockbrokers, and financial
advisers and allow you
almost complete freedom
to choose the investments
that go into your personal
pension. So you can invest in
investment trusts but also

other equities, qgilts etc.

Company pension top-up

If you are already a member of a
company pension scheme, but
want to boost your retirement
income, you may be able to pay
Additional Voluntary
Contributions (AVCs) into the

company scheme.

Alternatively, if you want to use
investment trusts specifically,
you may be able to take out a
Free Standing Additional
Voluntary Contribution
(FSAVC) plan. Management
groups that offer Investment
Trust Personal Pensions

normally offer such plans.

A FSAVC plan, although separate
to the company scheme, runs
alongside your company scheme
and provides you with additional
benefits. However, you cannot take

a cash lump sum on retirement.

Remember

From 6th April 2001 you do not
need earnings to contribute to
a personal pension. This means
that, for the first time, pensions
become available to children
and non-earners.

You can swap between
investment trusts during

the life of your pension. Once
you have made an investment
decision you don't have to
stick with it for life. You need
to ensure your portfolio is
monitored so that you can
make sure you are not
carrying excessive risk as
you approach retirement.

Please note that investment trusts are intended as long-term investments. Because an investment in an investment trust may go down in value as well as
up, you may not get back the full amount invested. This type of investment is not suitable for everyone and if you have any doubt whether it is suitable
for you, you should obtain expert advice. Past performance is not necessarily a guide to the future. Tax benefits are based on current policy and may
vary as a result of statutory changes. Levels and bases of, and reliefs from, taxation are subject to change. Any reliefs referred to are those currently
applying. Value depends on individual circumstances of investor.



The investment trust(s) you
choose to invest in will depend
upon your attitude to risk and
how long you have left to
retirement. Stock markets tend
to be more volatile in the short
term, but these ups and downs
are usually smoothed out over

the longer term.

So, if you still have quite a
way to go before you retire,
having the extra time will give
your money more of a chance

to grow.

As investing for the longer term
tends to involve less risk than
investing for a short time
period, it means that you can
afford to be that much more

adventurous with your money.

However, it is worth
remembering that retirement
income is extremely important
and you may prefer to invest
most of your money in lower
risk trusts, putting only a
small proportion in higher

risk trusts.

30 years from retirement

If you are in your 20s or 30s
there's enormous flexibility in
your options. You may like to
build up a portfolio which
includes some medium and
higher risk trusts - having said
that, even though retirement is
a long way off you may wish to
consider concentrating part of
your pension contributions in

low risk trusts.

15 years from retirement
If you're in your 40s or 50s
you may prefer to exercise
a bit more caution. You
might want to start moving
your money into lower risk
funds that are less volatile
and stay away from higher

risk trusts.

5 years from retirement

With only five years to
retirement you probably won't
want to be taking too much
risk at all with your pension
fund and may prefer to spread
all of your money in the lowest

risk trusts.

In retirement

Just because you're retired
doesn't mean that investment
trusts have to stop working for
you. Increased flexibility in
pension planning means that
you may be able to leave your
pension invested even after
you've retired so that it keeps
on growing. As it grows you can
draw down an income from it
instead of buying an annuity
which pays you an income in
retirement. You can live off
your fund in this way until the

age of 75.

Even when you decide to retire
you still have a number of

opportunities where investment
trusts can prove to be a worthy

companion.

If you take a quarter of your fund
as a tax-free lump sum, you can
invest the cash in an investment
trust of your choice either to
keep your money growing or to
boost your income stream (see
our factsheet on its for income

or capital growth).



As you can see, investment For further information...

trusts provide an attractive and . .
. . Visit our website

cheaper alternative to traditional o ]

] Our website is a good place to start if you want to learn more about
pensions or can be used to )

o investment trusts and how they can help you get the most from your

complement your existing . )

) ) savings. You can find us at
pension plan - whether it's a

company pension scheme or a Contact an Independent Financial Adviser

personal pension. If you would like any further information or advice, you should
consult an Independent Financial Adviser (IFA). You can get the

Overall, investment trusts offer details of three IFAs in your area by calling 0800 707 707.

you a versatile, cost-effective, Look out for this symbol

tailored and easy way to enjoy
investment trusts

the benefits of stock market ~  EEERY vvcror nessommmonr s s ompanes
investment, and if you invest Investment trusts reqularly advertise in the national and financial
through an approved pension press - just keep your eyes open for the symbol above.

plan you can also enjoy all of the
associated tax advantages.

All'you need do is select the The AITC publishes a range of introductory factsheets which are
trust or trusts which are right available free of charge by calling O800 707 707
for you.

* jts for investment trusts

its understanding risk

its for income or capital growth

its for children

its for individual savings accounts (ISAs)
its split capital investment trusts

We are also currently introducing a more detailed range of factsheets
about investment trusts and how they work; please call us or visit our
website for further information.

Sources:
[1] Age Concern
[2] Fleming Pension Map of Britain 1998 research
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