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What will the 
world look like 
or 30 years?  
Or 40? Or 50? 
If history has 
taught us 

anything, it’s that predictions often 
fail to stand the test of time.

For the first 20 or so years of its 
life, Apple was a home-computing 
also-ran. Then came the original 
iPhone, ushering in entire new 
sectors of industry and catapulting 
Apple to become the biggest public 
company in the world. 

GPS has largely done away with 
the need for maps, while most of the 
world’s population can be contacted 
at any time by mobile phone – things 
that would have seemed impossibly 
futuristic only decades ago. 

Yet despite the seeming futility  
of predicting the future, that’s what 

From robots to personalised medicine, 
technology is racing ahead and the trick  
is knowing how to harness it, says Ed Monk

The future’s 
out there  
for investors 
with vision

leading investors are constantly 
seeking to do. Correctly calling 
movements in, say, economic growth 
in the short term can give an 
advantage. But spotting early the great 
“super trends” that will shape how we 
all live our lives can make fortunes. 

Underlying these trends are very 
long-term changes in the world’s 
population, in particular the rise in 
average ages. The United Nations has 
predicted that by 2047 the number  
of people aged over 65 will outstrip 
children for the first time ever. 

This will create huge markets for 
the companies serving the ageing 
population, but also hastens the need 
for greater productivity and efficiency, 
as the number of economically active 
people dwindles. Many of the great 
developments predicted to shape our
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lives are interconnected – the rise 
in one is dependent on the success 
of another and technological 
breakthroughs will take advantage 
of more than one. 

Here we examine some of the 
trends enthusing the most far-sighted 
investors. Many of the inventions and 
concepts are not yet fully developed 
and returns are unlikely to be 
immediate. But over the long term 
their significance will grow and grow.

Accessing the profits they promise 
is not easy for ordinary people, partly 
because the companies making 
the breakthroughs can often do 
it without the need for money that 
is traditionally raised by listing 
on stock exchanges. 

When they do go public, their 
potential is already established and 
they are highly valued, as happened 
with Facebook. In other cases, they 
will be snapped up from private 
ownership by giants such as Google, 
Amazon, Facebook or Alibaba. 

Nonetheless, we’ll try to provide 
a few ways for ordinary investors 
to tap into the super trends. 

Robots 
Machines to help us perform everyday 
tasks have been a feature of science 
fiction for more than a century, but 
their practical use in the real world 
has failed to live up to the many 
imaginative scripts. Now, though, 

there is a genuine belief that serious 
breakthroughs are happening. 

Jim Mellon, a renowned British 
investor, has studied the global 
market for robotics. In his book 
Fast Forward: The Technologies & 
Companies Shaping our Future,
co-written with Al Chalabi, he 
explains: “Robots are no longer 
confined to assembly lines, factories 
and foundries and they are now 
programmed to be less timid in the 
company of humans.

“The science of ‘haptics’, or touch 
sensitivity, is rapidly being introduced 
to robots, making them much more 
sensitive to their environments.”

Existing primitive versions include 
The Roomba, a small vacuum cleaner 
that moves around the house on its 
own, returning to its station to charge 
when it has finished. 

Next will be domestic helper 
robots, particularly to meet the needs 
of older people, and this is already 
happening in Japan where the 
problems of an ageing population are 
acute. Mellon predicts robots will 
come to perform the role of 
companion as well as servant, to help 
stave off loneliness among the elderly. 

The real quantum leap is expected 
in the area of artificial intelligence. 
Already a machine has passed 
a version of the Turing test, named 
after the famous British 
mathematician Alan Turing and 
requiring a machine to fool 30 per 
cent of humans that they are 
interacting with a real person. 

Making the future work for the present
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New figures suggest many 
middle-class couples need 
to put more aside for later 
years, says Katie Morley

Care charges and the 
looming savings gap

In 2014, 33pc of judges on a panel 
believed the machine they were 
chatting with online was a 13-year-old 
boy from Odessa, Ukraine. 

Google has made great strides 
into the world of robotics, establishing 
a dedicated division and buying nine 
robotics companies. Its driverless 
cars are now workable and have 
been predicted to revolutionise travel 
by making road systems potentially 
far more efficient, greatly reducing 
the space needed for parking, 
for instance. 

Amazon has introduced robots 
to its giant picking warehouses and 
is developing unmanned drones 
to make deliveries. 

Getting access to the potential 
of robots has been made easier with 
the launch of a small number of funds 
dedicated to the sector. The Pictet 
Robotics fund is one, launched earlier 
this month.

Investing directly in Google 
is another way to get exposure. 
Mellon said he regarded Google 
as a great investment, despite its 
already remarkable size.

Life extension 
As populations age, the hunt for 
treatments and cures for illnesses 
related to old age will intensify.

Medicine developments will enable 
longer, active lives and it is predicted 
that working until 80 will become 
common in the developed world. 

A huge leap forward was made 

Thousands of middle-
class savers face 
running out of money 
if they require long-
term care in old age, 
according to new 

research. Smith & Williamson, the 
wealth manager, has crunched data 
about Telegraph readers to capture 
the financial challenges they will face.

The chart, right, does exactly that. 
With the bill for long-term care 
estimated at £75,000 per couple, 
savers who won’t qualify for 
government help because they are 
reasonably well off face a dilemma: 
save more or face an income shortfall. 

Using a typical couple, both aged 
60 and planning to retire in five years 
at 65, Smith and Williamson mapped 
how their money might be spent 
– and, importantly, saved.

Their joint income is around 
£86,000 a year, or £45,000 after tax, 
two thirds of which they spend; they 
save the remaining third (£15,000). 
They have two children about to go to 
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university and want to give each 
£5,000 a year to cover rent and costs.

They live in a four-bedroom house 
worth £399,000 and also have 
£150,000 in savings (£50,000 in Isas 
and £100,000 in the man’s pension). 

Let’s say they retire at 65 and take 
100pc of the tax-free cash from the 
pension straight away. They do not 
want to leave savings in their will so 
plan to have exhausted both their Isas 
and pension by the age of 90. 

Smith & Williamson’s model shows 
they will face an income shortfall 
from age 71. worsening when, at 85, 
they require long-term care and have 
annual outgoings of more than 
£100,000 a year, compared to pension 
income of around £40,000, leaving 
a massive shortfall of £60,000 a year.

Mike Fosberry, the firm’s director 
of financial services, said: “Initial 
changes they may consider include 
retiring later, or a planned drawdown 
of their pension and use of a tax-free 
lump sum. As for gifts to children, 
from a purely financial perspective, 
their wealth may be better served 
investing for their own retirement.”

“When considering care costs,
a sale, or partial equity release, of the 
family home may help but it poses 
problems such as lack of a legacy, that 
it’s a finite resource, and that one 
partner may still need to live there.”

Robots could eventually help the elderly

when the human genome was fully 
sequenced 15 years ago, although 
it has taken the years since then 
for the rewards to start to be felt. 

Companies that enable analysts and 
technicians to read and understand 
genetic information more quickly, 
insightfully and at lower cost are now 
in hot demand. 

Three of these – Oxford Nanopore, 
Horizon Discovery and Genomics Ltd 
– are held by Woodford Investment 
Management in the Patient Capital 
trust, managed by Neil Woodford. 

Saku Saha, an analyst for the trust, 

human heart patients can transmit 
information to doctors to aid early 
treatment. One of the most exciting 
developments has been 3D printing, 
which stands to make much of the 
commercial shipping and 
transportation work done in today’s 
world redundant because production 
can occur close to demand. 

Microchip companies such as 
UK-based Arm Holdings stand to 
benefit from the expansion of the 
internet of things, while Google
is also a major player. 

The sharing economy 
In the search for efficiency and 
productivity, the rise of the sharing 
economy is seen as key. Simply, we 
do not need many of the items we now 
have because it should be possible 
to borrow them from someone else 
when they do not need them. 

Versions already exist, such as the 
car-share service Zipcar, but the 
concept is tipped to expand, helped 
along by the expansion of the internet 
of things that means information 
about the availability of items is 
instantly accessible. 

Bypassing middlemen is disrupting 
industries and shifting profits. 
Peer-to-peer lending, where private 
borrowers and lenders are matched 
up, is rapidly expanding. An 
investment trust was recently 
launched that puts money on peer-
to-peer platforms. 

Shares in P2P Global Investments, 
which targets income of 6pc to 8pc 
of its issue price, have attracted the 
attention of leading investors 
including Neil Woodford.

said: “It has taken a long time for 
us to understand and fully harness the 
potential of genomics, personalised 
medicine and the greater insights that 
scientific breakthroughs give into the 
nature of disease. But the pharma 
industry is now starting to do so with 
profound and positive implications for 
investors and patients alike.”

Much of the cutting edge work 
in biotechnology is conducted in 
the US. The sector is regarded as 
overpriced by many experts but 
access can be made through dedicated 
funds. Axa Framington Biotech has 
been the strongest performing unit 
trust while the Biotech Growth Trust 
has delivered the best returns of any 
investment trust over five years. 
However, some believe such funds 
have become overvalued. 

The internet of things 
This is a concept that draws upon 
latest developments in the internet,
as well as increased sophistication 
of machines, including robots. 

It is the sharing of electronic 
information between things 
in the real world to improve efficiency 
and productivity. Existing examples 
include the slightly controversial 
app-based taxi service Uber, which 
allows users to order, pay for and 
track taxis with their smartphones, 
and coffee machines in chains that 
automatically order raw ingredients 
as they are needed. 

A Dutch firm recently developed 
a chip that can be implanted into cows 
to give the farmer information about 
the animals’ weight and health, while 
a pacemaker that now exists for 
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M aking the wrong 
assumptions about 
pension saving can 
damage your wealth 
in retirement. Some 
of these myths suit 

the financial services industry and 
so are left uncorrected. Others have 
grown out of how yesterday’s world 
worked rather than how tomorrow’s 
is being formed. In this fast-changing 
area, we set out commonly held myths 
and explain why they’re wrong.

1 Pension? Oh no, property is best 
“Property is my pension” is 
a popular view. This may have 

been true but the world is changing.
First, consider the tax. Money 

invested in a pension attracts tax 
relief. And gains made are not taxed. 
Finally, a lump sum of 25pc of the pot 
can be taken free of tax. 

Property investments, in contrast, 
are subject to a number of taxes – 
inheritance tax, capital gains tax (at up 
to 28pc on property profit when you 
sell and make more than £11,100 per 
year) and increasing amounts 
of income tax. 

Yes, a primary residence is 
infinitely more tax-friendly but you 
would need to stomach considerable 
downsizing – at considerable cost 
– to fund a retirement. 

On income tax, buy-to-let investors 
face George Osborne’s new landlord 
tax by 2020. It will wipe out profits for 
many owners. The introduction of this 
tells you much about the way the 
political winds are blowing.

In contrast, politicians are falling 
over each other to suggest ways 
to improve pensions. They’ll never 
totally stop unhelpful meddling but 
property investors can expect more.

One final point. British property 
is overvalued in terms of rents and 
when prices are compared with 
wages. A generation before enjoyed 
an unprecedented boom in values and 
most assume the same will happen 
again. The numbers suggest otherwise. 

2 My pension dies with me
This quite often used to be the 
case, which is why the belief 

persists. If pension savings are used 
to buy a single annuity, as most people 
once did, the assets were gone 
immediately and the income died 
when they died, unless it was a joint 
annuity designed to carry on paying 
a spouse. The money could be passed 
on if it remained in a pension pot. And 
the rules have further improved. 

In very broad terms, when someone 
dies under age 75, under the new 
regime the recipients of their unspent 
pension cash aren’t taxed at all. Where 
someone dies over 75 – which is most 
of us – the recipients of the cash won’t 
pay a 55pc pensions death tax. Instead 
they’ll pay their own “marginal” 
(highest) rate of income tax on the 
pension cash they take as their 
inheritance. A son could carry on 
using his father’s pension in the same 
way as his father had been doing. 

This is all far better treatment than 
money outside a pension which is 
subject to inheritance tax rules.

3 Your will controls who will 
benefit from your pension on 
your death

It’s actually a beneficiary nomination 
form that dictates who will benefit 
from your pension, although pension-
scheme trustees will often revert to 
the will for guidance if no nomination 
is made. 

4 The tax breaks on pensions 
always boost my pot
If you pay into a company 

pension, this is true. Your 
contributions, up to £40,000 
a year, are paid into your pension 
before tax is paid. A higher-rate 
taxpayer gets 40pc tax relief, effectively 
a 66pc boost to the amount put in. 

However, if you put money into 
a Sipp, the money is boosted 
automatically with 20pc basic-rate 
tax relief, but higher-rate taxpayers 
need to claim the other 20pc on 
their self-assessment form. This is 

Savers often base important decisions on 
outdated information but it’s vital to keep 
up with changing rules, says Andrew Oxlade

10pension 
myths

paid as a refund or through a reduced 
tax bill. Either way, it’s money that 
goes into your pocket rather than 
your pension. 

5Everyone can access their 
pension at age 55 
You could be forgiven for 

assuming we all get access to our 
company and private pensions 
at 55.  The Government has done 
very little to explain planned 
changes. The reality is that “private 
pension age” will be linked 10 years 
below state pension age, which is 
already proposed to increase to 67 
by 2028 and to 68 by 2046 with 
this likely to happen far sooner. The 
full details are explained at 
telegraph.co.uk/pensionage.

‘The new landlord 
tax will wipe out 
profits for owners’
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6If I fall terminally ill before 55, 
I lose all my money 
This isn’t the case. Your pension 

can be passed on, as above, but if you 
have life expectancy of less than a 
year, you may be able to take your 
whole pension pot as a tax-free lump 
sum if you’re under 75 (if you’re over 
75 you pay 45pc tax on the lump sum).

7Professional sportsmen can 
access their money at age 35 
Sports professionals could once 

take their money early, depending on 
the type of sport – 35 for footballers 
but 40 for golfers and cricketers, for 
example. But it was realised that they 
usually found new careers and the 
perk was stopped in 2010. Welsh 
international Gareth Thomas, below, 
was among the last players to take 
advantage, drawing his pension from 
2009 while he was still playing. 

8There’s a lifetime allowance, 
a limit on savings, but it only 
affects the wealthy 

This was perhaps once true, when the 
limit was £1.8m in 2011, but it has 
been successively reduced. In April it 
will be £1m. 

It sounds high but consider this: a 
£1m pension pot becomes £750,000 
after the tax-free lump sum is taken. 
Let’s see how much secured income 
that buys. In today’s market it would 
buy an index-linked annuity that 
would pay less than £25,000 a year. 
This is hardly a pension of the wealthy.

9 I can’t put property in 
my pension
You can’t put your own home 

or residential property in your pension. 
However, it is possible to use money 
in a Sipp to buy commercial property, 
such as a shop or offices. It’s very 
tax-efficient but can be costly as 
a specialist, expensive variant of the 
Sipp wrapper is required. You can
put in to commercial property funds, 
available through most fund shops 
and stockbrokers.

10Sipps are for sophisticated 
investors only
It is true that picking your 

own investments in a self-invested 
plan can be complicated. But it is 
possible to keep it simple if you are 
a long-term investor and accept the 
stock market falls at times. Just open 
a Sipp and pick one low-cost globally 
invested fund. We offer ideas at 
telegraph.co.uk/globalfunds.

* * *

* * ** * *

* * *
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Pensions have always been an emotive issue as these men show, marching in 1938 for an increase from 10s (50p) a week to £1

P ensions are precious, and 
as Minister for Pensions I’m 
on a mission to help everyone 
make the most of their later life 
incomes. As our population ages, 
it is more important than ever 

to help people plan and prepare for their 
retirement, while at the same time protecting 
today’s older citizens.

This Government is in the process of 
delivering the biggest pensions reforms for 
decades, revolutionary changes that have the 
power to help us all work towards a more 
financially secure retirement.

One major change involves the state 
pension. We are in the process of 
replacing a system fraught with 
inconsistency and complexity with 
one that, over time, will make 
saving for retirement much easier 
to understand. From April 2016 
we will start a brand new system 
that will be clearer and simpler 
for the future, giving 
everyone a clearer idea, 
in advance, of what they can 
receive from the state.

The new system still 
depends on the basic concept 
of a contributory state 
pension derived from 
National Insurance 
contributions, but the old 
complexities will end, so that 
everyone’s National Insurance 
counts the same towards their 
future pension.

Many of those who have 
taken time out of work to 
raise children or care for 
relatives will receive 
improved National Insurance 
credits. Too often in the past, 
women lost out, but the new 
system will ensure women have 
their own individual state 
pension, rather than being 
expected to rely on their 
husband’s pension in retirement. 
This is absolutely right in the 
21st century.

In the first 10 years after 
implementation, around 650,000 
women are expected to receive 
on average £8 a week more state 
pension under the new rules. And 
other groups that have historically 
not done so well, including the 
self-employed, will also benefit. 
All in all the proportion of new 
pensioners on means-tested pension 
credit is expected to fall by half.

While we will reform the state 
pension system for the future, 
we know that millions of people 
already retired – or who reach state 
pension age before April
 – will continue to be served by 

Pensions minister 
Baroness Altmann
explains the biggest 
changes to the state 
scheme in a century

‘We want to protect 
our older citizens’
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‘These are 
exciting 
times for 
working 
people’

the outgoing system. Some of them have done 
very well under the old regime and will not 
lose out, but we are also ensuring that we 
protect pensioners to give them the best 
chance of a comfortable later life.

One part of that is the “triple lock”, 
whereby the basic state pension will be 
increased by at least 2.5pc each year, or by 
the rise in wages or prices if higher.

But we also recognise that some people 
might benefit from the chance to pay to 
increase their state pension further. So to help 
those who continue to receive their pension 
under the old rules, we are retaining the 
generous system of state pension deferral 
that helps those who put off claiming their 
state pension and may wish to work longer
to achieve higher pensions in future. We are
also continuing to allow people to fill
gaps in their national insurance record
by paying voluntary contributions within 
set time limits. 

In addition to these, we have launched 
a new state pension top-up scheme this week 
where people have the option to obtain £25 
a week additional state pension. The scheme 
will be open for the next 18 months and if you 
think you might benefit you can find out more 
at gov.uk/state-pension-topup. But please bear 
in mind, with all of these possible ways 
to improve your state pension, it is important 
to make sure that you will actually benefit. 
Not everyone will do so, so take financial 
advice before you decide.

While we are protecting the state pension 
that gives a base level of income, it is also vital 
to help supplement this with a private 
pension system that makes it easier and 
cheaper to save.

That is why in 2012 we began automatic 
enrolment into workplace pensions, designed 
to encourage more people to contribute 
to pensions. Already 5.47 million employees, 
working for Britain’s large and medium-sized 
firms, have been automatically enrolled 
and by the time the process is complete
we estimate that around 9 million people will 
be newly saving or saving more. 

So far, fewer than 5pc of all employers have 
begun automatic enrolment, but in the next 
few years every single employer will need 
to set up a pension scheme for their eligible 
staff. I realise this is a huge challenge as we 
have to help 1.8 million smaller employers 
enrol their workers, many of whom have
no experience of pensions.

Automatic enrolment is all about changing 
people’s attitudes to saving for their 
retirement, and we will soon unveil a brand 
new advertising campaign urging everyone 
to engage with their workplace pension. 
We want to ensure that pension saving at 
work becomes the norm, with employers also 
contributing to this by paying into their 
workers’ pension funds to help them secure 
a better retirement.

On top of all this, we have seen the 
Chancellor’s changes to pension rules that 
have introduced unprecedented freedoms 
for pension savers to use their pension 
savings as suits them best. No more forced 
annuitisation, freedom, choice and better 
tax benefits make pensions more attractive 
for the future.

All in all, what we are seeing is nothing 
short of a pensions revolution. Exciting 
times in the world of pensions, and better 
pension prospects for millions of hard-
working people in a way that is sustainable 
for future generations.

* * *

* * * * * *
* * *
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How can 
I retire 
when my 
sons are 
still at 
home?

Comfortably a higher-rate 
taxpayer and with fewer 
than 10 years to go until 
retirement, David 
Lawrence should, at 56, 
be counting down the days 

before he can put his feet up and relax.
But with a wife and two children 

to support, all his income is currently 
being eaten up, leaving him worried 
about his retirement prospects.

His wife, Michelle, 54, doesn’t work 
and his two twentysomething sons 
also live at home and cost him £15,600 
a year. Aged 27 and 24, they both have 
degrees that David describes as 
“useless”, as neither has managed to 
find work. David buys everything from 
their clothes to their food, because 
they don’t claim benefits either.

He said: “They have a big appetite 
because of their age so they eat a lot. 
Our family has a larger food bill than 
most. But I’ve gone past the point 
of being stressed out. Sooner or later 
they will find something.”

The elder son has a fine-art degree 
and has done a lot of volunteering 
work. He set up business doing 
gardening but David says he didn’t 
really think it through. He also makes 
art but David says it’s very abstract 
which means it doesn’t sell as well 
as more popular designs. 

The younger has a psychology 
degree and has applied for jobs all over 
the country. However, he has arthritis 
and doesn’t drive, which has made the 
search harder. He also has suspected 
dyspraxia, a co-ordination disorder.

Each month David transfers £1,300 
into a joint account for them, which 
they can spend on food, petrol 
birthday presents and clothes – and 
that sometimes falls short.

David’s main financial goal is to 
ensure he has enough money to live 
on when he retires. His only debt is the 
mortgage, which has £80,000 left on 
it. The house is worth about £300,000.

His pensions are his only savings 
– and he’s not sure how much they are 
worth as he’s had trouble getting this 
information from former employers. 
He plans to retire aged 65 and he 
wants himself and Michelle to have 
enough money to keep them going for 
the rest of their lives. His worry at the 
moment is whether his two adult sons 
might be jeopardising this plan.

Alan Higham, an 
independent pension 
expert, says:
David is going to have to take 
a significant drop in income 
in retirement, so I would suggest 
he should carry on working to state 
pension age, which will be 67.

His IBM pension pays out at age 63 
a pension of £13,500 a year in today’s 
terms, but that includes a temporary 
allowance of £1,400 a year paid only 
until his 65th birthday. Also, only 
a part of his pension is guaranteed 
to increase once in payment, so the 
real value of that income will decline. 

At 67, I’d expect him to qualify for the 
full single-tier pension which is likely 
to be around £8,000 a year in today’s 
terms if he stays in work until then. 
His IBM pension at age 67 is likely 
to be around £11,500 in today’s terms.

The IBM pension scheme may 
enhance his pension if he delays 
taking it until age 67 but we do not 
know how they will treat him. I have 
therefore assumed that he will take his 
pension at 63 and reinvest the money 
into his personal pension. He could 
take it earlier and reinvest but I’d 
worry that the investments might not 
beat the scheme pension and he would 
be even more vulnerable to a change 
in the pension tax relief system [tax 
breaks on contributions]. 

It’s an option worth looking at in 
case the terms for early retirement are 
particularly generous but not one I’d 
expect to pay huge dividends. I am also 
assuming he stays with his employer 
until age 67 and keeps making the 
same level of pension savings.

Michelle probably has a sufficient 
National Insurance (NI) record to 
receive a state pension of around 
£6,000 a year or just less. If she 
returned to work now, then she could 
increase that to £8,000 – giving them 
an extra £2,000 a year for life. At age 
67, the gross annual household income 
is likely to consist of: £14,000 from state 

pensions and £11,500 from company 
pensions. There will also be income 
from David’s reinvested final salary 
pension. His current company pension 
is estimated to grow to £207,000 
(in today’s terms) with modest growth.

Under current rules, David could 
draw as much as he likes from this pot, 
so he could sustain a high standard 
of living for a few years but not 
indefinitely. I suggest he treats 

a withdrawal of 3pc each year as 
a cautious view of the long-term 
sustainable level, and increase each 
year with inflation. He may be able 
to draw more and sustain it but he’ll 
need a bit of luck on his side. Bringing 
all that together, I would say their 
net-of-tax household income 
in retirement will be in the region 
of £29,000 to £34,000 a year assuming 
no changes to the tax system.

At present, although David has 
a well-paid job, the various deductions 
of pension contributions, income tax, 
NI and mortgage repayments mean 

household income is around £35,000 
a year. He is likely to have to take 
a drop in living standards but as long 
as he keeps working to age 67 then 
it should be manageable.

Danny Cox, a financial 
planner at Hargreaves 
Lansdown, said:
Once he has the value of his pension, 
David will be able to see how much 
more he needs to save to build the 
right retirement income level.

As a higher-rate taxpayer, David 
benefits from 40pc tax relief on 
contributions. There is a strong 
possibility that higher-rate tax relief 
will be scrapped, perhaps as soon as 
April 2016, so, if possible, David should 
make best use of this.

The maximum that can be paid into 
pension and qualify for tax relief is 
normally £40,000 a year. However, 
David would only get higher-rate tax 
relief on a maximum of around 
£28,000 as you cannot receive more 
higher-rate relief than higher-rate tax 
you pay. A contribution of this size 
is also beyond his budget, but worth 
understanding the principle.

The other step to improve his 
retirement is to pay off his mortgage. 
It’s not clear whether it is interest-only 
or repayment, however David should 

ensure this is paid off before 
retirement, not least because equity 
release might provide some form 
of quasi-income in retirement.

Turning to outgoings, clearly 
if he were able to divert the money 
he is spending keeping his children 
into savings, he could boost 
retirement prospects. His income 
could be improved by around £7,000 
a year if he saved that money and 
invested it, assuming a 5pc return. 
What’s more, tax relief on the 
£15,600 would reduce the net cost 
to £9,360 allowing him to start 
building a cash reserve. A cash Isa 
is a good home, as interest is tax-free.

David should also consider pension 
savings in his wife’s name, since her 
pension income in retirement 
is likely to be much lower than the 
personal allowance, the amount you 
can receive before you start to pay 
tax. Non-earners can still benefit 
from tax relief of 20pc on contributions 
up to £3,600 a year before tax.

Turning to the children, they 
should be capable of some form 
of work to help out. David should 
involve them in his retirement plans 
and explain that they are having an 
impact on their parents’ future.

Clearly if nothing changes, David 
and his wife are unlikely to be able to 
retire on the income they would like.

Katie Morley
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‘Our food bill is larger 
than most but I’ve 
gone past the point 
of being stressed out’

David Lawrence has saved for retirement but a combination of factors, including the fact that his two non-working sons still live at home, mean he is worried for the future 
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Arecurring theme among 
experts is that investors 
should take a long-term 
view, as the titans of 
finance quoted below 
illustrate. Yet few can 

match the centuries-old record of the 
Church of England’s investment arm.

The church’s £7bn fund, which 
provides about 15pc of its income (the 
rest comes from worshippers), has 
been run since 1948 by the Church 
Commissioners. However, the two 
bodies that merged to form the 
commissioners, Queen Anne’s Bounty 
and the Ecclesiastical Commissioners, 
go back much further – to 1704 and 
1836 respectively.

In those early days, despite the fact 
that a fledgling stock exchange already 
existed in London, the church’s assets 
consisted almost entirely of property. 
Although the two bodies also later 
invested in government bonds – the 
Ecclesiastical Commissioners’ reports 
to Parliament of 1845 and 1858 say 
that “some income was generated 
from exchequer bills and government 
securities” – it was not until the 1940s 
that the commissioners began to 
invest seriously in the stock market.

Nowadays they run a diversified 
portfolio of shares, bonds, property, 
cash and alternative assets such as 
private holdings in unquoted firms.

This may sound like the kind of 
multi-asset approach followed by 
dozens of modern investment houses. 
But there are still aspects of the 
commissioners’ strategy that reflect 
the practices of their predecessors 
over the past three centuries.

Nowhere is this more apparent 
than in the property holdings. The 
earliest real-estate holdings of the 
two bodies were estates that had 
belonged to individual bishops and 
cathedrals since ancient times. This 
property included agricultural land 
and residential buildings that could be 
let to farmers and tenants, generating 
the income the church needed to pay 
clergymen and meet other expenses.

Some of these ancient holdings are 
still in the commissioners’ possession. 
One example is the Hyde Park estate 
in west London, which was originally 
farmland in the ownership of the 
Bishop of London and transferred 
to the Ecclesiastical Commissioners 
in the mid-19th Century. The estate 
began to be built on in the same 
century and developments to enhance 
its value are still continuing.

“Nowadays the estate consists of 
prime central London residential 
property and high-end shops and 
restaurants,” said Edward Mason, 
the Church’s head of responsible 
investment. “We use very active 
estate management to drive 
additional value.”

For example, the fund is now 
looking at how it can refurbish 
several tower blocks that it built on 

the estate in the Sixties. Although the 
commissioners have been carrying 
out a “gradual divestment of property 
and land”, Mr Mason said 10pc of 
the portfolio remained in rural land, 
which he described as “very unusual” 
for a modern investment fund. The 
commissioners are also active in 
timber. “We are the largest private 
owner of forestry in Britain and supply 
5pc of its timber needs,” said Mr Mason.

In the 19th century the church also 
had large interests in coal mining, 
with “royalties, rents etc deriving 
from mining” of £33,000 in 1861 rising 
to £486,000 in 1914 before starting 
to decline slowly over the next two 
decades. In many years during the 
late 19th and early 20th centuries, 
mining income jostled with rents 
from other property as the largest 
contributor to the church’s bank 
balance, according to Temporal Pillars: 
Queen Anne’s Bounty, the Ecclesiastical 
Commissioners, and the Church of 
England by Geoffrey Best.

Not all of the church’s property 
investments have gone smoothly. In 
July 1992 a Financial Times journalist 
was able to show, after careful scrutiny 
of the commissioners’ annual reports 
and accounts, that they had sustained 
huge losses, estimated at about 
£500m, in their property portfolio as a 
result of mismanaged speculation. But 
by 1996 the fund value exceeded its 
previous peak at the end of 1989.

Although Queen Anne’s Bounty 
had dabbled in shares from its earliest 
days – it even invested in the South 
Sea Company, which crashed in 1720 
– it was only with the unification of 
the bounty and the Ecclesiastical 
Commissioners in 1948 that a culture 
of investing in the stock market began.

For example, the fund’s 1954 
report refers to purchases of bank 
shares, insurance shares and new 
issues of industrial debentures – a 
type of unsecured bond – as well as 
“shops of reasonable size in first-class 
shopping positions either in London 
or the provinces”. 

In the early days only British shares 
were bought, but managers gradually 
diversified into overseas equities, 
which now account for the majority of 
the stock-market exposure.

Initially stock selection was carried 
out in house – although help was 
on hand from high places, as this 
extract from the report for 1952-53 
shows: “In view of ... the magnitude 
of the commissioners’ operations the 
Archbishop of Canterbury was asked 
by the committee to seek the help 
of the chancellor of the Exchequer 
and the governor of the Bank of 
England in obtaining the assistance 
of an advisory panel on policy in 
regard to the commissioners’ stock 
exchange investments.”

Nowadays the commissioners leave 
all their stock-market investing to 
outside specialists. Different firms are 
chosen for the various “mandates”, 
such as emerging-market shares, US 
smaller companies and so on.

The commissioners look for fund 
managers who share their approach 
to investing, which involves a long-
term perspective, sustainability and 

Few investors can match the long-term 
outlook of the Church Commissioners. 
Richard Evans delves into their history

How to 
invest like . . .
the Church’s 
money men

a preference for the “value” style of 
investment. “Our ‘value’ style, which 
doesn’t apply just to shares, means we 
like to buy cheap and sell selectively 
when prices are high,” said David 
White of the commissioners. Often 
this meant a preference for smaller, 
“boutique” fund managers.

As an example of how the fund’s 
long-term perspective led it to behave 
differently, Mr White returned to the 
management of the Hyde Park estate. 
He said the fund would sometimes 
decline to accept the highest possible 
rent for some of its retail premises 
to avoid the streets becoming “full 
of estate agents”. While this would 
maximise revenue in the short 
term, “we look to drive the estate’s 
long-term value”. 

Meanwhile, the fund’s focus on 
income and relative indifference to 
short-term price fluctuations can be 
seen in the reports for 1952-53.

The commissioners suffered a 
£13.1m loss in their bond investments, 
partly offset by a £800,000 gain 
on shares, which they referred 
to as “capital depreciation” and 
“appreciation”. But they commented: 
“The net depreciation ... has in no way 
affected the commissioners’ income.” 
Today they follow a “total return” 
investment approach.

How has the church’s unusual 
approach to investment performed? 
The fund has an ambitious target 
of producing long-term annualised 
returns of 5pc plus inflation, which it 
has achieved over the past 30 years.

Even the Church 
was taken in by 
the South Sea 
Company, above, 
whose bubble 
burst in 1720; 
by the 1840s 
commissioners 
were only rarely 
dabbling in 
stocks, as records 
show, left 
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‘We use very active 
estate management 
to drive more value’

Only buy something 
that you’d be perfectly 
happy to hold if the 
market shut down for 
10 years

Few investors are household 
names but Warren Buffett, 
otherwise known as “the Sage 
of Omaha”, is the exception. 
Mr Buffett runs Berkshire 
Hathaway, an American 
firm that owns insurance 
companies among other 
investments.

His approach to 
investing in shares 
could be summarised 
as “buy and hold” 
but he chooses them 
carefully in the first 
place. Berkshire’s 
biggest 
holdings, 
which 
include 

American Express and Coca-
Cola, are long-established 
businesses with loyal 
customers.

Mr Buffett looks for 
companies that not only 
generate profits consistently 
but are able to reinvest them in 
the business. Not all firms do 
this; even if they make profits, 
they may squander them by 
using the money to expand 
into less lucrative areas.

He is not bothered by falls 
in the stock market – in fact he 

welcomes them if he can 
buy more of the same 
shares more cheaply. 

Shares in 
Berkshire 
Hathaway 

gained an average 
of 19.7pc a 

year over 
the period 
1965-2012.

WA R R E N BU F F ET T 
B E R K S H I R E H AT H AWAY 

Investigate before you 
invest – study companies 
to learn what makes 
them successful

Sir John Templeton’s greatest 
weapon as an investor was 
his optimism – especially 
when most other investors 
felt otherwise.

He believed in buying 
shares at the point of 
maximum pessimism. For 
example, when the Second 
World War broke out, 
Templeton, who was 
born in America, used 
borrowed money 
to buy shares in 
more than 100 US 
companies.

Only four turned 
out to be worthless, 
and he made 
large 
profits 

from the other holdings.
Throughout Templeton’s 

long life as an investor – he 
started on Wall Street in 1937 
and was still giving staff at 
his Anglo-American fund 
management business, 
Franklin Templeton, the 
benefit of his wisdom in 
the current century – he 
was constantly treading a 
lonely path, usually to 
the great benefit of 
investors in his funds.

He was the first 
Western investor to 

see the potential of 
Japan’s post-war 
economic miracle. 
But he managed 
to pull out of the 
country before its 

stock-market bubble 
burst in the late 

Eighties. He died 
in 2008.

SIR JOHN T EMPLETON 
F R A N K LI N T E M P LETON

Never invest in any 
idea you can’t illustrate 
with a crayon

Peter Lynch wasn’t just a 
great investor, he had a 
wonderful way of getting 
across the secrets of 
his success in everyday 
language, exemplified by 
the quote above.

Another of his 
catchphrases is to “invest in 
what you know” and Lynch, 
who ran the giant Fidelity 
Magellan fund in America 
from 1977 to 1990, 
producing gains of 
29pc a year, used to 
say that everyone 
could use this advice 
to spot successful 
companies. 

In fact, he had many 
of his best ideas at 
home or when 

wandering around shopping 
malls, rather than by poring 
over company accounts.

“I stumble on to the big 
winners in extracurricular 
situations,” he said. 

“Apple computers – my 
kids had one at home and 
then the systems manager 
bought several for the office. 
Dunkin’ Donuts – I loved 
the coffee.”

He summarised this 
approach in one of the 21 
“Peter’s principles” from his 

book Beating the Street:
“If you like the store, 

chances are you’ll 
love the stock.”

But he didn’t 
ignore valuation, 
instead looking for 

shares that offered 
“growth at a 

reasonable 
price”.

P ET E R LYN C H 
F I D E LI TY

 The right method in 
investment is to put fairly 
large sums into 
enterprises which one 
knows something about 
and in the management of 
which one thoroughly 
believes

John Maynard Keynes was 
one of the 20th century’s 
most influential thinkers. 
Within economics, his impact 
was seismic.

But less known are his 
astonishing stock-
picking skills. His 
Cambridge college, 
King’s, appointed 
him bursar in 1924. 
He channelled 
its resources into 
the Chest fund. 
Between 1924 and his 
death in 1946, 
the Chest 

fund grew from £30,000 
to £380,000, a remarkable 
feat given the stock-market 
turbulence of those decades 
and the impact of the war. 

The annual compounded 
return was 12pc and the 
fund’s best year, according 
to maynardkeynes.org,
was a 56pc return in 1936, 
compared with 10pc for 
the wider market.

He style evolved from 
trying to make calls on 
the market to focusing on 

individual companies. 
Keynes said he wanted 
to calculate a firm’s 
“ultimate value”, to be 
“satisfied as to assets 
and ultimate earnings 
power and where the 
market price seems 

cheap in 
relation to 

these”. 

J O H N M AYNA R D K EYN E S 
E C ON O M I ST
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Dilemma for the cash-rich
My husband and I, both of us in our 
fifties, have sold a very lucrative 
business and are in the fortunate 
position of being cash rich.

For the past five years we have made 
investments and topped up our pension 
fund, paid into Isas, and even put 
a large sum into Premium Bonds. 
We have invested in three buy-to-let 
properties and still own our former 
business premises, the rent for which 
is paid into our pension. We are 
debt-free and have taken advice about 
inheritance tax mitigation.

In short we have done everything 
we can to invest the money wisely. 
But even after all this we have £1m 
in high-street cash accounts that pay 
dismal rates of interest despite my 
vigilance and regular switching. 

I don’t want to tie up every penny 
in shares or even more property. Can 
you suggest where to put this large sum 
of cash? I would like to know what very 
rich people do with their money.
AC, VIA EMAIL

You appear satisfied that you have 
built up a balanced portfolio of 
investments, have maximised your 
pension and Isa contributions and 
taken steps to minimise your tax 
liabilities. But you still have £1m 
in cash languishing in bank accounts 
and wonder what the very rich 
do to grow their wealth. 

If you were feeling particularly 
speculative, one option that you 
could consider would be to follow 
your passions and invest in 
collectibles, for example. Some 
wealthy investors use surplus cash to 
buy classic cars that have given them 
enjoyment, as well as long-term 
capital appreciation. 

This year a treasure trove of 59 
classic cars found languishing in 
a French barn sold at auction for 
£20m. Its star attraction was a 1961 
Ferrari 250 GT SWB California Spyder 
with covered headlights, one of only 
37 ever made, that fetched almost 
£12m on its own. 

Classic cars and wine that has a 
lifespan of less than 50 years are not 
liable for capital gains tax (CGT) if the 
value increases and you sell, hence 
the added appeal for the “very rich” 
who have pulled every other tax-
efficient lever in their financial affairs. 
Jewellery, paintings, antiques, stamps 
and some coins, it should be noted, 
are liable if sold for more than £6,000.

However, such items are difficult 

to value because they don’t normally 
produce an income in the same way 
as cash, bonds, property and shares. 

Dennis Hall, of Yellowtail Financial 
Planning, underlined that without 
a measurable income stream, the 
value is pure speculation. 

“You buy the asset in the hope that 
someone will pay you more than you 
paid for it,” he said. “If sentiment 
suddenly goes against you, then you 
end up sitting with an expensive 
white elephant. 

“Collectors with an eye on the 
future value collect  only what they 
know and enjoy – and the same 
applies to art, which is a very fickle 
business.”

Mr Hall said many of his wealthy 
investors want to use their money 
to invest in the next generation 
of entrepreneurs.  

Becoming a “business angel” can 
be financially rewarding and helps 
young people grow their businesses. 

Similarly, there are many small 
businesses looking to borrow money 
for expansion or specific projects. 

“The returns on relatively short-
term business lending is often close 
to double digit interest rates,” Mr Hall 
said. “It’s not without risk, but 
you wouldn’t put all your eggs 
in the same basket.”

Specialist lending platforms such 
as ThinCats and Relendex are good 
places to start looking. Often the 
lending is secured against assets. 

Is this lump-sum tax correct?
I’ve just had a statement for a pension 
fund which is due to mature on my 65th 
birthday. In it is information detailing 
how I could “cash it in”. However, 
the tax calculation equates to 
approximately 33.4pc.

I called the provider and they said 
the Government had told them to apply 
this “emergency” tax rate and that it 
was then up to the individual to claim 
back any overpaid tax.

Is this assessment of the situation 
correct and do all providers have
to do this? I was expecting to pay only 
the normal 20pc tax.
IG, VIA EMAIL

Unfortunately, this issue is becoming 
more prominent as more retirees opt 
to draw lump-sum payments from 
their pension pots.

If you haven’t previously taken
a taxable income from the pension, 
HMRC insists that an emergency tax 
code is applied to a payment, as if it 
were the first of a series of income 
payments. Shock tax bills are the 
unwelcome result.

David Smith, director of financial 
planning at Tilney Bestinvest, said 
that a “1060L M1” emergency tax code 
will typically be applied to a single 
pension withdrawal. 

He gave the example of a saver 
who wanted to withdraw a £20,000 
pension fund in full immediately. 
The first £5,000 would be available 
tax-free, thanks to the 25pc tax-free 
lump sum, and £15,000 would be 
subject to income tax. Assuming 
the saver is a basic-rate taxpayer 

From trying to find a 
safe haven for a lot of 
surplus money, to 
pension tax and Isa 
problems, Nicole 
Blackmore finds the 
answers

Where can we park our spare million?

income or actual tax position. 
So 1/12th of the personal allowance 
of £10,600 – or £883.33 – would 
be assessed as tax-free. The next 
£2,648.75 would be taxed at 20pc tax, 
£9,851.25 at 40pc and the last 
£1,616.67 would be taxed at 45pc. 
In total the tax would therefore be 
around £5,197.75 – £2,197.75 more 
than expected.

“Ordinarily, HMRC will recognise 

earning, say, £15,000 already, the 
tax liability on the pension 
withdrawal should be £3,000 
because the lump sum drawn is 
comfortably within the 20pc income 
tax rate band of £31,785.

But in reality the saver would pay 
much more. The 1060L M1 code 
instructs the pension provider to use 
just 1/12th of the applicable yearly tax 
allowances, disregarding any other 

This 1961 Ferrari California Spyder sold for a massive £12m, so although collectables can be hard to value, they may be a good place to park surplus 

Few could afford the £115m paid for this Picasso but art could reward investors

ASK AN EXPERT

varied because their IT systems are 
simply not robust enough to 
accommodate this. 

NFU Mutual said some of its older 
products, available before widespread 
changes to industry rules in 2013, 
do not give savers the flexibility to 
increase their regular contributions.

“It’s more cost-effective for 
customers making regular top-ups 
to use our Isa products that were 
created after 31 December 2012,” 
a spokesman said. “We encourage 
people with older Isas to set up 
a new plan with lower charges and 
a wider choice of funds.”

Remember that you are permitted 
to contribute to only one stocks and 
shares Isa provider per tax year. This 
means that if your provider cannot 
facilitate an increase to your monthly 
contributions, then transferring 
to an alternative provider that can 
do it will only solve the problem from 
6 April 2016 onwards.

To transfer providers you will need 
to remember to cancel your monthly 
contributions no later than the March 
2016 payment. You can then transfer 
your Isa to a new provider and set 
up flexible contributions in the new 
tax year.
nicole.blackmore@telegraph.co.uk

this overpayment and it should be 
refunded after the end of the tax year,” 
Mr Smith said. “However, if an 
individual is unable to wait that long, 
they can apply directly to HMRC 
for repayment.

“In an ideal world there would be 
a better way. However the sad reality 
is that there is no real alternative 
as a result of the way that the UK tax 
system is structured. Individuals 
drawing on their pension for the 
first time will therefore continue to be 
shocked at the amount of tax 
that is deducted.”

Why can’t we boost our Isa?
My husband currently pays £300 per 
month into an NFU Mutual stocks and 
shares Isa. He has contacted his 
provider to ask to increase the monthly 
payments but has been told that he 
can’t. They say he can put a lump sum 
in but is not able to increase his monthly 
contributions. Is that correct? 
LL, VIA EMAIL

Isas are designed to be flexible, which 
is part of their attraction. However, 
not all providers offer a full range 
of options to savers. Some may not 
allow monthly contributions to be 
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