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Stakeholder pension
may have low fees

but not low risk,
writes Maisha Frost

How to get 
savings 
back on 

right track
AT RISK: Stakeholders 
may be as vulnerable 
to changing fortunes 
as any other plan

Stakeholder pensions’ clear, 
low-cost terms and conditions are 
justifiably attractive, especially for 
those on moderate or lower incomes. 
But, savers should never confuse that 
emphasis on fairness and good value 
built into the structure with the safety 
of the actual investments.

The main gains or losses in value 

occur here, something determined by 
the investments chosen. 

Broadly speaking, stakeholders are 
just as vulnerable to changing 
fortunes as any other market-linked 
plan. And there is a trade-off for the 
low running costs — the range of 
funds is restricted.  

“There are misconceptions,” says 
Malcolm McLean, chief executive of 
consumer help group the Pensions 
Advisory Service. “Savers look at the 
charges and the safeguards there, 
and to some extent the official 
approval these pensions have, then 
can assume, wrongly, this applies to 
all aspects of the policies.”

“Stakeholder pensions are more 

complex than many people think,” 
agrees analyst Laith Khalaf  
of independent financial adviser 
Hargreaves Lansdown.

Many stakeholders are taken out by 
savers themselves directly and, 
unless they specify the funds they 
want, the pension companies invest 
on their behalf, based on their 
attitude to risk — cautious, medium, 
and so on. The default option policy 
helps keep overall costs down.

With-profits pension plans have 
traditionally been chosen by cautious 
savers, says independent pensions 
expert Nicola Downs, who explored 
alternatives to Daniel’s current 
pension arrangements. She says: 

“Daniel was entitled to expect a 
better performance from his 
investment. The small print shows 
Daniel’s plan has units in the 
stakeholder with-profits fund, where 
there are no guarantees. If the 
underlying assets underperform, the 
unit price can be changed.”

Daniel could stay with the plan 
but switch to cash funds 
offered by the stakeholder. 
“That would only confirm 
the 17 per cent loss: the 
returns would be so low 
he would have little hope 
of making these up,” 
believes Downs. 

Daniel’s past concerns 
about taking out a personal 
pension have been down to the 
higher charges associated with them.

But he is happy to go with Downs’ 
cover-all-bases solution of a managed 
portfolio, but totally in line with his 
cautious approach.

Accordingly, she has put together a 
new plan investing in eight different 

areas and ranging from 57 per cent 
cash funds to 4 per cent European, 
2 per cent Japan and 1 per cent  
global equity. Her fund choice 
includes Henderson, Casenove, M&G 
and JP Morgan. “This diversity will 
protect his money and give it the 
potential to grow,” she explains. The 

charges will be 2 per cent — 
0.5 per cent higher than the 

stakeholder.
The new plan should 

see Daniel minimising 
his losses, Downs 
stresses. “This year he  
is £5,749 down but in a 

personal plan it would 
have been nearer £507. 
“There is no need for him 

to take any more investment 
responsibility than he has previously, 
there’s no catch in the charges,  
and he certainly will increase his 
chances of getting whatever better 
returns are out there.”
l Nicola Downs: 01306 881999, www.
trenthaminvest.co.uk 

If you have a problem, write to Maisha Frost, Sunday Express, 10 Lower Thames Street, London EC3R 
6EN or email maisha.frost@express.co.uk. Please only send copies of your documents, not originals and 

always include your phone number

The problem

The solution

A LOW-RISK stakeholder pension 
— what safer way could there be to 
save for retirement? That was 
Daniel Philipart’s view in 2002, just 
after the Government-backed plans 
were introduced. It was the 
defining features common to all 
stakeholder contracts — low, 
transparent costs, contribution 
flexibility and penalty-free 
transfers — that attracted him.

The 53-year-old has made regular 
annual contributions for the last 
seven years, amounting to £30,000, 
to his Standard Life scheme. He 
still wants a low-risk savings plan 
to add to his other retirement 
arrangements. An independent 
adviser selected his with-profits 
plan, recommended for cautious 
long-term savers. But last year 
Daniel’s pension lost 17 per cent of 
its value and is now worth £33,000. 
“How can I get my pension savings 
back on track?” he asks. 
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Do you have a financial problem
that needs professional advice?
Could a money makeover help?
Maisha Frost puts you in touch
with the experts
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Stay on top of your stakeholder:
l Do not mistake the low, clear 
running costs for investment 
guarantees
l Know what kind of plan you 
have, for example with-profits

l Check the terms — can the unit 
price of investments be changed?
l If your fund has lost more than 
10 per cent last year and is worth 
£25,000 or more, explore a 
different policy, compare charges

Make sure you know the detail
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Barclays
could sell 

wealth 
division

By Geoff Ho

Swine flu gives 
economy a cold

Swine flu could knock 3 per 
cent off UK GDP this year 
according to the Ernst & Young 
ITEM Club, causing the econ-
omy to contract a massive 
7.5 per cent in 2009 and dash-
ing hopes of an early recovery. 

In a summer forecast out 
tomorrow, Peter Spencer, chief 
economic advisor to the lead-
ing economic think-tank, will 
say: “If the worst case scenar-
ios of the threat of swine flu are 
fully realised, GDP could fall as 
much as an additional 3 per 
cent this year and another 
1.7 per cent in 2010.”

Even without the expected 
heavy toll of swine flu on the 
economy as the pandemic 
picks up pace, UK GDP will 
contract 4.5 per cent in 2009 
according to the ITEM Club — 
the largest decline in a single 
year since 1945. 

The think-tank believes 
swine flu could also push the 
economy into deflation. Spen-
cer said: “Perhaps the most 
worrying aspect of an H1N1 
(swine flu) epidemic is it would 
reinforce the downward effect 
of the recession on inflation. 
With the western world still 
teetering on the brink of defla-
tion it is not an exaggeration to 
say a pandemic of this scale 
could tip it over the edge.”

A swine flu pandemic would 
affect the economy in several 
ways: If the death toll remains 
low, the main effect on the sup-
ply side will be that sick 
employees cannot go to work. 

Spending on discretionary 
goods and services such as 
restaurants or tourism is  
likely to fall as people stay  
away from public places to 
avoid infection. 

In its projections, Ernst and 
Young has assumed a pandemic 
infection lasts for six months 
from August 2009 with an infec-
tion rate of 50 per cent and the 
mortality rate of 0.4 per cent. 

The Government’s chief 
medical adviser, Liam Donald-
son, is saying that extrapolating 
the current logistic curve, the 
UK could be looking at 100,000 
extra cases a day by August.

Swine flu aside, Spencer 
warns that that recent hopes of 
recovery are now “running 
ahead of reality” and that there 
is a serious chance of an eco-
nomic relapse. This is because 
credit remains tightly con-
strained. 

Meanwhile, the consumer 
recession continues to 
intensify due to company 
cutbacks in employment and 
earnings. 

However, Spencer believes 
the rise in unemployment has 
not been as bad as was origi-
nally feared due to flexibility in 
the labour market. “Employers 
seem to have learnt from the 
recession in the Nineties that it 
can turn out to be a handicap 
when the recovery begins,” he 
said.

DEBTS at Odeon & UCI Cinemas Group, the 
cinema chain owned by Guy Hands’ private 
equity group Terra Firma, have rocketed 
22 per cent to £568.8 million, according to its 
latest set of accounts.

The huge increase was down to Odeon 
taking on more bank debt to help fund 
acquisitions and renovation work on its 
cinema estate, while also borrowing 
£70 million from Terra Firma.

Despite seeing group turnover rise 6 per cent 
to £548.1 million over the year to December 31, 
2008, pre-tax losses at Odeon remained constant 
at £55.4 million. The losses were due to property 
costs, unfavourable currency movements and 
costs related to the integration of cinema chains 
it bought in Ireland and Italy. Most of Odeon’s 
200 cinemas are based in the UK, where 
revenues were down 3.6 per cent to £291.5 million. 
However the dip in UK revenues was offset by its 
performance on the continent, where turnover 
was up 19.5 per cent to £256.6 million.

Outside of the US, Odeon is the largest 
operator of cinemas. The firm is optimistic 
about its 2009 results, given the number of 
hit films released this year, including Harry 
Potter And The Half-Blood Prince, Public 
Enemies, starring Johnny Depp right, 
Angels & Demons and Oscar winner 
Slumdog Millionaire.

Guy Hands, below, also owns music 
giant EMI, which is undergoing 
restructuring. 

By Geoff Ho

Pandemic could push the 
country into deflation

Turnover up but Odeon records massive rise in debts

By Tracey Boles
CITY EDITOR
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BARCLAYS could sell its 
wealth management divi-
sion, Barclays Wealth, as 
part of its plans to bolster 
its balance sheet, sources 
say.

Those plans also include 
a potential sale of Barclays 
Private Equity, the bank’s 
venture capital arm. Last 
month, the firm’s balance 
sheet was strengthened 
by the £8.2 billion sale of its 
investment arm, Barclays 
Global Investors, to the 
fund  management giant 
BlackRock.

Although Barclays would 
like to keep both its wealth 
management and private 
equity divisions, one source 
said that there were “no 
sacred cows”.

Elsewhere, it is thought 
that City investment group 
Schroders and private 
equity firms Hellman & 
Friedman and TA Associ-
ates, have made the short-
list of potential buyers for 
Insight Investment, the 
fund manager owned by 
Lloyds Banking Group.

Lloyds is thought to  
be looking raise up to 
£250 million from the sale 
of Insight and it is likely to 
go to one of the private 
equity groups.

Hellman & Friedman 
will combine Insight into 
its fund management firm 
Gartmore, if it wins the 
bidding war.

 If TA Associates is suc-
cessful, it will merge Insight 
with its Jupiter Asset Man-
agement business.

Aberdeen Asset Man-
agement is said to be  
finalising a deal to acquire 
US rival Delaware Invest-
ments, which could hap-
pen within the next few 
weeks.
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*Gross means the rate of interest payable before the deduction of income tax. °AER stands for Annual Equivalent Rate and illustrates what the interest rate would be if interest was paid
and added each year.**Subject to status. Interest is paid annually on 1 June. Minimum opening and operating balance £2,500. Maximum investment £1,000,000 (£2,000,000 for joint
accounts). Cash transactions are not permitted on this account. We may monitor and/or record your telephone conversation with the Society to ensure consistent service levels
(including staff training). Head Office: 105 Albion Street, Leeds LS1 5AS.

For further details call: 08450 50 22 36
your call will be answered personally by our
advisors from 8am - 8pm, 7 days a week.
www.leedsbuildingsociety.co.uk/albion

2.05% Gross p.a./AER - balances £50K+ 1.95% Gross p.a./AER - balances £10K+
2.00% Gross p.a./AER - balances £25K+ 1.60% Gross p.a./AER - balances £2.5K+

Easy Access Cheque Account

2.50Gross*p.a./
AER°

(variable)

%

• Free banking whilst your account is in credit
- Flexibility of a chequebook and £250 guarantee card**

- Standing order and Direct Debit facilities

Penalty
Free

Access

Mutual, Independent and
Financially Strong

INVESTMENTS PENSIONS ANNUITIES LIFETIME MORTGAGES PLANNING

Quote ref L-SE1907
www.pru.co.uk/info

Lines open 9am-6pm Mon-Fri excl
Bank Holidays. Calls may be monitored or

recorded for quality and security purposes.

Available tohomeownersfrom age 55

Thinking about releasing 
the equity in your home?

Homeowner 55 or over?

Call us today for a
FREE information
pack, including
our NEW DVD, on

0800 234 6915

If you're thinking about releasing the equity in your home 
call us today for your FREE, no obligation, information pack.

It includes your guide to equity
release containing the pros and cons,
the options available to you and
questions you should ask.

Find out all you need to know from a
company you know and trust.
Prudential has been helping people
plan their future for over 160 years
and has often been recognised as one
of the leading providers of lifetime
mortgages (the most popular type of
equity release).

This is a lifetime mortgage. 
To understand the features and risks,
ask for a personalised illustration.

So if you (and your spouse) 
are between 55 and 84 years old
and own a property in the UK 
call today for your FREE pack.
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