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EXECUTIVE BRIEFINGS

LEADING ASSET MANAGEMENT
group, Standard Life Investments,
has launched FUNDCHOICES, a
flexible defined contribution invest-
ment-only ‘platform’ for trustees to
streamline and improve the invest-
ment funds on offer to members.

Improving the range of funds and
investment classes in DC schemes has
been a hot topic recently. DC has often
been criticised for offering an inferior
level of benefit compared with defined
benefit schemes. But with DB
schemes closing and more DC
schemes opening, many are looking
at ways to bridge the gap.

Looking at the investment choices
is the main starting point. With

trustees running DC schemes, asset
managers and consultants are increas-
ingly confident they can increase the
number and type of investments that
members can opt for to ensure they
get the best possible pension.

“We have created FUNDCHOICES
in response to growing demand from
DC pension clients for a flexible and
efficient investment platform,” said
George Walker, head of UK institu-
tional business at Standard Life Invest-
ments. “We will work in partnership
with key institutional consultants to
provide DC trustees with the oppor-
tunity to invest in an exceptional fund
range,” he added.

Standard Life said the development
goes beyond merely opening the spec-
trum of asset classes. Trustees can

opt for Standard Life funds only, invest
in its multi-manager programme or
use Standard Life’s platform to invest
in funds developed by other asset man-
agement firms.

With a minimum investment of
£10m, the firm added it was intro-
ducing a lot more flexibility to the way
trustees approach their investments.
Trustees can now build bespoke
accounts using a variety of different
funds that they can mix and match.
The service includes client-dedicated
websites, giving scheme members
access to information about their
investments.

Standard Life said a high take-up
rate before the development was
launched proved investment-only DC
packages are in demand. �

Streamlined DC service to
open investment spectrum

SHORTCUTS

ROBERT MELIA WATSON

Consultants question
need for review

MAJOR CONSULTANCY FIRM,
Mercer, has warned the govern-
ment not to play around with the
tax and regulatory regimes it has
adopted for pension schemes.

The call comes as trustees gear
up for another round of changes to
the way pension schemes are run
as the government embarks on
another review of the regulations
surrounding both private and
occupational pension schemes.

The review is designed to
remove regulations so that firms
can adapt their defined benefit
scheme to so-called hybrid and
risk-sharing arrangements, where
the members take on more risk,
relieving some of the financial bur-
den on the employer. This way,
the government hopes to halt the
shift out of DB schemes to pure
DC schemes.

By Mark Frost a director of Wilky Fund Management

Take a look at these two properties and
decide which proved to be the better invest-
ment over the years. One is an attractive

prime shop in the centre of historic Chichester,
within earshot of the cathedral choir. The other is
a nondescript industrial unit in Salford, Greater
Manchester.
Not sure? The clue is in the headline.
So what made one purchase a high street horror
and the other a back street bonanza? In a word:
timing.
When the shop was bought in 1988 for
£1,350,000 the annual rent was £70,000, giv-
ing a net yield of 5.05%. The rent was still
£70,000 pa and the yield 5.5% when eventual-
ly it was sold in 2003 for just £1,208,000.
Those with long memories may recall that the
late 1980s saw a property boom. In fact it
peaked in 1988, when this property, complete
with extensive upper parts, was bought. At the
time the rent per sq ft was high, if not the high-
est, in Chichester. By the time of the 1993 and
1998 rent reviews the shop was over-rented
(other units in the vicinity were paying less per
square foot after their rent had been reviewed).
And by 2003 the rent had only just climbed back
up to the 1988 level.
Contrary to the old saying, “location, location,

location” is not the be all and end all. This is a
salutary lesson in the pitfalls of buying at the top
of the market, even in a busy street in a prosper-
ous tourist centre.
No one would be likely to include our second
property in their holiday itinerary. It is a hum-
drum industrial unit like thousands of others.
Purchased for £173,000 in 1974, its great
virtue was a new 25 year lease to the local health
authority, an extremely secure covenant deliver-
ing £18,000 per annum, a yield of 10.4%.
There the health authority remained until the
lease expired in 1999. The performance was in
fact virtually bond-like but with a bonus at the
end that only property could deliver. In early
2002, after the dilapidations had been made
good, the building was sold freehold with vacant
possession to an owner occupier for £845,000
at a rental value of £105,000 per annum. If
1988 was a wrong time to buy, 2002 was a good
time to sell.
Clearly Salford saw respectable capital growth
while the investment in Chichester never really
recovered after its fall from grace. However, the
difference becomes stark when their Internal
Rate of Returns are compared. (This is the meas-
ure that takes into account a discounted cash
flow approach to investment to give a true time

adjusted measure
of annual return.)
The IRR from the
shop was 4.4%
pa, exactly a
quarter of the
17.6% pa deliv-
ered by the humble “shed”.
Location, timing and covenant all had their part
to play in showing that, when looking at an
investment, beauty is more than skin deep. �
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