
RETIREMENT 
ACCOUNT

HELPING YOU CHOOSE FUNDS 
FOR INCOME DRAWDOWN 

For members of workplace pension 
schemes aged 55 and over 



INTRODUCTION

WITH INCOME DRAWDOWN, AVAILABLE THROUGH OUR RETIREMENT 
ACCOUNT, YOU HAVE FLEXIBILITY. FROM AGE 55 YOU CAN TAKE YOUR 
TAX-FREE CASH, LEAVING THE REST OF YOUR PENSION POT INVESTED 
UNTIL YOU’RE READY TO START USING IT. WITH THIS APPROACH, IT’S 
IMPORTANT THAT YOU CONSIDER YOUR INVESTMENT OPTIONS VERY 
CAREFULLY, TAKING INTO CONSIDERATION YOUR RETIREMENT NEEDS 
AND ATTITUDE TO RISK. CHOOSING THE RIGHT INVESTMENT IS KEY.
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RETIREMENT OPTIONS

If you’re considering moving into a new Retirement Account, taking your tax-free cash and 
thinking about your income drawdown options, there are a number of decisions you need to 
make. One of the key decisions is which fund you will invest your pension pot in. This is 
important as how you invest your fund will be determined by how you intend to use it to 
support you in retirement.

If you are just looking for a lump sum at this time, you can take this from your workplace 
pension by transferring your pension fund to a Retirement Account. 75% of this lump sum will 
be subject to tax, and 25% will be tax free.

If you choose to transfer funds out of your workplace pension to a Retirement Account and 
continue to work, your workplace pension will remain open, which means both you and your 
employer can continue to contribute to it.

If you take a pension encashment (income), any contributions you make in the future to your 
pension that receive tax relief will be limited to the Money Purchase Annual Allowance 
(MPAA), and you’ll pay a tax charge if you go over this. The MPAA is currently £4,000 a year, 
so this is something to bear in mind before taking a pension encashment. This doesn’t apply 
if you only take the tax-free cash lump sum.

There are a number of things you need to consider before making a decision and we 
recommend you speak to a financial adviser about all your options.

Tax treatment depends on your individual circumstances. Your circumstances and tax rules 
may change in the future.
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INVESTMENT OPTIONS

If you are considering moving funds out of your workplace pension, the Scottish Widows 
Retirement Account could help meet your retirement needs. The Retirement Income option 
through our Retirement Account lets you:

• Take your tax-free cash

• Invest your fund to suit your retirement goals and attitude to risk

• Keep saving after accessing some of your pension savings

• Have flexibility over when you access your pension savings and how much you take.

When it comes to investing your pot, we believe we have a number of funds that could meet 
your retirement income needs. 

We can’t provide investment advice but we can provide you with some general information. 
The information on the funds detailed in this guide is based on research we carried out  
with independent experts, Moody’s Analytics, on our multi-asset Pension Portfolio funds.  
We believe that Pension Portfolios A, B, 4 and C may be appropriate for retirement income 
through a Retirement Account.
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These funds offer different levels of risk but can provide a combination of good potential 
growth without taking high levels of overall risk. They invest in fixed interest investments 
known as bonds, and equities, also known as shares. The graph below shows them in 
ascending order of risk and potential return, depending on their level of investment in bonds 
and equities.

For more detail on our Pension Portfolios please see our ‘Retirement Investment Options - 
Helping you choose funds for income drawdown’ guide.

As well as the funds detailed in this guide, you can also select other funds from the  
Scottish Widows pension fund range and Fixed Term Cash Deposits. If you’d like more 
information about these please contact us. 

Choosing how and where to invest your money is a very important decision to make.  
Your decision depends on many different things – things such as what your future plans, 
goals and needs are; how long you want to invest for; what age you are now; if you have any 
other pension pots; what investments you currently hold; and how much risk you are willing 
to take with your money.

It’s vital that you make an informed choice, to help ensure that you choose the right 
investment option to help meet your retirement needs.

PENSION 
PORTFOLIO B

PENSION 
PORTFOLIO A
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1. JULIE
Julie is 53 and has contributed to her workplace pension for the last 20 years. Her daughter 
has just got engaged and is planning to get married in 2 years. Julie is keen to help her 
daughter and her fiancé with paying for their big day. She will turn 55 six months before the 
wedding, so is considering using some tax-free cash to help cover the costs. She plans to 
continue working until she’s 58, so can continue to contribute to her workplace pension for 
another 3 years. This is Julie’s only pension pot, so she wants to make sure that her fund will 
last during her retirement. She would like some growth, but is not in a position to take too 
much risk. Her priority is to minimise possible losses rather than achieve significant growth.

PP4 PPBPPC

30% 
Equities

PPA

Julie decides to transfer her pension pot of £60,000 from her workplace pension to a new 
Retirement Account when she is 55. She will take £15,000 tax free cash for her daughter 
and invest the remainder in Pension Portfolio C, which invests more in bonds than in 
equities, providing her with the level of risk that she feels is most suitable for her. When 
she gets closer to retiring at 58, she will consider her options for the remainder of her 
workplace pension.

WHAT MIGHT BE THE RIGHT OPTION FOR ME?

To help you come to your own decision on where to invest your money if you choose to  
move into retirement income in a new Retirement Account, here are examples of how 
customers could decide what to do. These examples are provided to help illustrate some of 
the investment options available and are not advice. The value of investments is not 
guaranteed and can go down as well as up. 

Risk
Potential growth

Lower risk,  
lower growth 

potential

Higher risk,  
higher growth 

potential

PP4

40% 
Equities

PPB

50% 
Equities

PPC

30% 
Equities

PPA

60% 
Equities
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2. PETER
Peter is 56 and intends to retire at 65. He has approximately £200,000 in a couple of 
pension pots. He would like £20,000 to help his children put down deposits on their houses 
and wants to use his tax free cash to do this. By transferring one of his workplace pensions 
which is worth £80,000 to retirement income in a new Retirement Account, he can take 
25% of this as tax free cash, i.e. £20,000. He will then invest the remaining £60,000 until 
he retires without taking anything from this. He doesn’t want to invest in anything too risky. 
However, he is willing to take a bit of risk as he still has £120,000 in his workplace pension, 
where the investment option he has chosen reduces the risk in the remaining nine years to 
his retirement. 

PP4 PPBPPC

40% 
Equities

PPA

Peter decides to invest his £60,000 in Pension Portfolio 4, as he believes this is the most 
suitable investment for him.

3. JOYCE
Joyce is 57 and is considering retirement. She is starting to cut back on work commitments 
just now with the plan to retire in the next few years. As she is beginning to work more on a 
part-time basis, she’d like to start using her pension to supplement her income. She’d also 
like to get a new car, as she plans to visit family more often now that she has a bit more 
spare time. Her workplace pension has £100,000, which she plans to move into a 
Retirement Account. As her husband also continues to work, they still have a comfortable 
income. This allows Joyce the opportunity to take a bit more risk with her investment. So 
once she’s taken her tax-free cash, she is looking to invest the remainder in a fund that has 
the potential for investment growth.

PP4 PPBPPC

50% 
Equities

PPA

Joyce chooses Pension Portfolio B as she believes the 50/50 bond/equity split is the best 
option for her.
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4. RICHARD
Richard is 60 and has a number of pension pots. He’s decided that it’s time to retire and to 
enjoy time with his family. He’s about to become a granddad for the first time, and having 
worked for the last 35 years, he now wants to take time out. He may have the opportunity to 
do some consultancy work over the next few years, but for now he’s looking to give up work. 
His smallest workplace pension has a pot of £50,000. He is planning on transferring this to a 
new Retirement Account and taking his tax-free cash of £12,500, so he and his wife can enjoy 
the holiday of a lifetime that they’ve always talked about. He will invest the remaining 
£37,500 and leave this invested until he’s 65. As he has a number of other pension pots, he’s 
happy to choose a fund that has a higher equity content, to give him the potential to get a 
better return on his investment. He knows this is a higher risk approach, but he has the 
security of knowing he has other pension pots to help fund his retirement.

PP4 PPBPPC

60% 
Equities

PPA
Richard selects Pension Portfolio A as this gives him the level of equity investment that 
he is looking for.

5. ELIZABETH
Elizabeth is 55 and still working and contributing to her workplace pension. She plans to retire 
at 65. Her daughter recently bought a new house which needs a lot of renovation work. 
Elizabeth wants to help her daughter with this and is looking to give her £10,000 towards the 
renovations. As she plans to continue working for another 10 years and benefit from her 
employer’s contributions during this time, she is keen to keep her workplace pension in place. 
She has quite a significant pot of £400,000 so is looking to take a lump sum from this for her 
daughter. If she takes a partial encashment from her workplace pension, 75% of it will be 
taxed. To get a lump sum of £10,000, she needs to take £12,941 from her workplace pension. 
However, this allows her to keep her workplace pension in place. 

Elizabeth decides that she wants to leave her workplace pension pot where it is, even 
though she has to pay tax on her lump sum, which means, at this point, she doesn’t need 
to set up a new Retirement Account or choose a fund to invest in. She’s also comfortable 
that her and her employer’s contributions to her workplace pension won’t exceed the 
Money Purchase Annual Allowance (MPAA), so she won’t have an additional tax charge. 

Please remember these case studies are only for illustrative purposes, there is no guarantee 
that the funds will perform as we describe.
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FIND OUT MORE 

If you are considering transferring some or all of your workplace 
pension to a new Retirement Account, you may wish to speak to your 
financial adviser.

You can find out more about some of the investment options available 
to you through the Scottish Widows Retirement Account in our 
“Retirement Account Investment Options for Direct Customers” guide.

You can also use our calculator to review and compare your options. 
https://www.scottishwidows.co.uk/secure/retirement/calculators-
tools/pensions-options-calculator/

NEXT STEPS

If you’ve decided to move your workplace pension to a new Retirement Account, then our 
Retirement Hub can help. Phone us on 0345 608 0380.

https://www.scottishwidows.co.uk/secure/retirement/calculators-tools/pensions-options-calculator/
https://www.scottishwidows.co.uk/secure/retirement/calculators-tools/pensions-options-calculator/
https://www.scottishwidows.co.uk/secure/retirement/calculators-tools/pensions-options-calculator/
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