
Market Value Reductions

What is a Market Value Reduction (MVR)?
It’s a reduction we sometimes make to the amount we pay out if you choose to cash-in or switch your with-profits 
investment, for example, after a period of falling stock markets. There is more information on with-profits and MVRs  
on the Financial Conduct Authority’s (FCA) website: moneyhelper.org.uk

An MVR means a fair share for those who leave the fund and 
those who remain
If we were to pay someone leaving the fund more than their fair share based on investment performance, then the 
remaining customers may lose out. Please see the examples below.

It’s important you read this

If the value of an investor’s units plus bonuses represents their fair share of the fund, this is what they will get when 
leaving the fund, and an MVR won’t apply.

1. Total fund value £10,000

Suppose five investors have 
invested identical amounts  
of money in the with-profits 
fund, and they are the 
only investors in the fund. 
Bonuses have been added 
to each of the investors’ 
policies so that the value of 
each policy (including the 
bonuses) equals £2,000 – 
an equal share of the fund. 
Investment growth of the 
fund has increased the value 
of all the underlying assets to a total of £10,000. 

2. Underlying assets fall to £8,000

If the value of the underlying 
assets of the fund fell to 
£8,000 then each investor’s 
fair share of the fund would 
be £1,600. However, without 
adjustment each policy value 
would still be £2,000 as 
policy values don’t follow  
the daily ups and downs  
of the stock market.

3. Investor 1 leaves without an MVR applied

If an investor chose to leave 
the fund, and we gave  
them their unadjusted 
policy value of £2,000,  
then there would be £6,000 
left in the fund for the four 
remaining investors –  
£1,500 each. This means 
the investor leaving would 
do so with more than their 
fair share of the fund, and 
those remaining would be left with less than their fair share.

4. Investor 1 leaves with an MVR applied

If an investor chose to leave 
the fund, and we gave them 
an adjusted policy value of 
£1,600 there would be  
£6,400 left in the fund for  
the four remaining investors  
– £1,600 each. By making the 
MVR adjustment we are 
treating all customers fairly 
and giving them their fair 
share of the fund.
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You can find out what applies to your particular investment by looking at your policy documents.

When do we guarantee that MVRs won’t apply?
There are circumstances when we guarantee not to apply an MVR even if this results in us paying out more than a fair 
share. We’re able to do this, without being unfair to the remaining investors, as allowances for the cost of providing  
the guarantees are made within the fund.

Your policy is a pension if it’s one of 
the following:

Your policy is a bond if it’s one of 
the following:

Your policy is a regular 
premium life policy if it’s 
one of the following:

Executive Pension Classic With-Profits Bond Flexible Mortgage Plan

Free Standing Additional Voluntary  
Contributions (FSAVC)

Flexible Bond HomeInvestor

Group Personal Pension Flexible Growth Bond Personal Investor

Individual Pension Sovereign With-Profits Bond Maximum Investment Plan

Personal Pension With-Profits Bond

Section 32 (Buy out) Halifax Bonus Bond

More information on with-profits
We’ve produced a number of documents on our With-Profits Fund:

• Principles and Practices of Financial Management (‘PPFM’).

• With-profits summary (also referred to as a ‘CF PPFM’ customer-friendly PPFM). We recommend that you read this as it 
gives important information on how our with-profits investments work, including the deductions we make to pay for the 
cost of guarantees.

• PPFM annual report to policyholders.

• With-profits investment factsheet.

You can find copies of these documents on our website www.clericalmedical.co.uk

An MVR won’t be applied to 
your pension:

An MVR won’t be applied to 
your bond:

An MVR won’t be applied to  
your regular premium life policy:

• On payment of death benefits • On payment of death benefits • On payment of death benefits

• At the retirement date(s) agreed in 
advance, usually at the start of the plan

• Where regular withdrawals are 
taken within certain limits

• On payment of any critical  
illness benefits

 • On the 10th anniversary or  
other chosen date of some  
With-Profits Bonds

• At the maturity date
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