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WHAT IS IT?

LIFESTYLE SWITCHING AIMS TO REDUCE INVESTMENT RISK AS YOU GET  
CLOSER TO YOUR SELECTED RETIREMENT DATE

When you are younger, your pension pot 
is invested in funds which have a larger 
proportion of higher risk investments such 
as shares (also known as equities) to try to 
achieve greater growth. As you get closer to 
your selected retirement date, your pension pot 
and future payments start to be automatically 
switched to lower risk investments. The 
investments and the timing of the switches are 
determined at the outset of your plan. 

You can take benefits from your plan from age 
55 in a number of ways. You could choose one 
or more of the following – 

• Annuity – buying one or more annuities 
to provide a regular, guaranteed, taxable 
income for life

• Pension encashment – taking part or all 
of the value of your plan as a cash lump 
sum of which 25% will be tax-free, with the 
remainder subject to tax

• Flexible access – adopting a flexible 
approach by using a suitable income 
drawdown product to keep your pension 
pot invested and then taking a taxable 
income as required. 

The Lifestyle Switching approaches are designed 
to prepare your pension pot for one of these 
outcomes (annuity, encashment, flexible access) 
and may not prepare it appropriately if you 
change how you intend to take your benefits at 
retirement. You should check regularly to make 
sure you have chosen an appropriate Lifestyle 
Switching approach. You should speak to your 
financial adviser for further information – your 
adviser will normally make a charge.

HOW DOES IT WORK?
When you first start a Lifestyle Switching 
approach, your payments will be automatically 
directed to your chosen option. At a selected 
number of points, we will start to switch the 
value of your pension pot to different funds over 
a number of years. Any new payments made into 
your plan after these points will be redirected to 
the ‘new’ funds.



Lifestyle Switching

2

WHAT OPTIONS ARE 
AVAILABLE?
We offer nine Lifestyle Switching approaches, 
which are available on the following plans –

• Personal Pension Plan

• Individual Buyout Plan

• Personal Pension (Top-Up Plan)

• Stakeholder Pension Plan (Advised  
Top-Ups).

Cautious Lifestyle (annuity)

Years to 
retirement

Target split of  
investments used

10 yrs+ Consensus Fund 100%

10 yrs Consensus Fund 50% 
Pension Protector 50%

5 yrs Pension Protector 75% 
Cash Fund 25%

Cautious Lifestyle (encashment)

Years to 
retirement

Target split of  
investments used

10 yrs+ Consensus Fund 100%

10 yrs Consensus Fund 50% 
Pension Protector 50%

5 yrs SW Pension Portfolio Five 
100%

The tables below show how each approach will 
be invested at key points before your selected 
retirement date. The target split of investments 
used and the actual percentage holdings within 
each approach may change.

You can find more information about each of 
the funds in our Pension Funds Investor’s Guide 
(reference 16540).

Cautious Lifestyle (flexible access)

Years to 
retirement

Target split of  
investments used

10 yrs+ Consensus Fund 100%

10 yrs Consensus Fund 50% 
Pension Protector 50%

5 yrs SW Pension Portfolio Four 75% 
SW Pension Portfolio Five 25%
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Balanced Lifestyle (annuity)

Years to 
retirement

Target split of  
investments used

5 yrs+ Mixed Fund 100%

5 yrs Pension Protector 75% 
Cash Fund 25%

Balanced Lifestyle (encashment)

Years to 
retirement

Target split of  
investments used

5 yrs+ Mixed Fund 100%

5 yrs SW Pension Portfolio Five 
100%

Balanced Lifestyle (flexible access)

Years to 
retirement

Target split of  
investments used

5 yrs+ Mixed Fund 100%

5 yrs SW Pension Portfolio Four 75% 
SW Pension Portfolio Five 25%

Opportunity Lifestyle (annuity)

Years to 
retirement

Target split of  
investments used

3 yrs+
UK Equity Fund 70% 
Global Equity Fund 30%

3 yrs Pension Protector 75% 
Cash Fund 25%

Opportunity Lifestyle (encashment)

Years to 
retirement

Target split of  
investments used

3 yrs+
UK Equity Fund 70% 
Global Equity Fund 30%

3 yrs SW Pension Portfolio Five 
100%

Opportunity Lifestyle (flexible access)

Years to 
retirement

Target split of  
investments used

3 yrs+
UK Equity Fund 70% 
Global Equity Fund 30%

3 yrs SW Pension Portfolio Four 75% 
SW Pension Portfolio Five 25%
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THE IMPACT OF 
LIFESTYLE SWITCHING ON 
ILLUSTRATIONS
Your selected Lifestyle Switching approach will 
automatically move your pension pot into lower 
risk funds as you get closer to your selected 
retirement date. 

The aim of this is to help protect the value of 
your pension pot, but it also reduces growth 
potential. This means that the final value 
will typically be lower than illustrated as a 
result of switching, but it will be less affected 
by market conditions close to your selected 
retirement date. 

However, the personal illustration you received 
at the start of your plan, and illustrations for an 
increase in payments into your plan, are based 
on the current investment split continuing until 
your selected retirement date. 

The exact effect of the switching depends on a 
number of factors including – 

• the current size of your pension pot

• the level of future payments into your 
plan, and

• the period remaining until your selected 
retirement date. 

For example, if your personal illustration 
projects a final value of £100,000, the 
impact of Lifestyle Switching could reduce the 
illustrated final value to:

Lifestyle 
Switching 
approach

Time to selected  
retirement date

10-15 
years

5-10 
years

Less 
than  
5 years

Cautious £88,500 £92,500 £98,800

Balanced £93,700 £93,700 £97,700

Opportunity £94,700 £94,700 £94,900

The above figures are for illustrative purposes 
only and are not guaranteed. The actual 
figures could be lower or higher than shown 
depending upon your chosen approach  
(e.g. annuity, encashment or flexible access). 
Please note that the ‘Between 10-15 years’ 
figures are based on a 13 year term, the 
‘Between 5-10 years’ figures are based on 
an 8 year term, and the ‘Less than 5 years’ 
figures are based on a 3 year term.

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 
approach than if you have chosen the Cautious 
approach, and higher again if you have chosen 
the Opportunity approach.

Annual review statements
Unlike the personal illustrations we issue for 
a new plan or an increase in payment to an 
existing plan, the illustrations shown in your 
annual review statements do allow for your 
current Lifestyle Switching approach. They 
therefore take account of any future planned 
movements into lower-risk funds.
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IMPORTANT INFORMATION
• You can only have one Lifestyle Switching 

approach in place at a time.

• If you are starting an approach, you must 
move all units from the funds you were 
previously invested in. 

• If you want to move out of an approach, 
then you have to move out all of your 
pension pot. The approach will then stop.

• If you change your selected retirement 
date, you may be able to re-align your 
Lifestyle Switching approach to end on your 
new selected retirement date. 

• There is no alternative choice of funds 
under each approach. 

• Although charges, limits and terms may 
change, at present, there is no charge for 
Lifestyle Switching transactions. Full terms 
and conditions are available on request. 

• There may be delays in selling the value of 
certain types of investments, for example, 
property. This may delay the payment of 
benefits, switches and transfers. 

• Some restrictions may apply to switches 
into and out of certain funds. 

• We reserve the right to change the 
selection of funds we make available at any 
time. Pensions are a long-term investment. 
The retirement benefits you receive from 
your plan will depend upon a number of 
factors including the value of the plan when 
you decide to take your benefits which isn’t 
guaranteed and can go down as well as up. 
The value of your plan could fall below the 
amount(s) paid in.

• The value of your investment and any 
income from it is not guaranteed and can 
go down as well as up. 

The terms and conditions in this guide 
are those which applied at the time it was 
published and could alter in future. 
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