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Explore incomeIQ

– learn more about what kind of income investor you are

– Understand your financial behaviour

– Explore our income solutions for your future

start your incomeIQ journey at www.schroders.co.uk/incomeIQ

Is the tendency to look on the bright side always a good thing? Are you usually more 
anxious about a loss than excited about a gain? Do you buy more when you go to the 
supermarket hungry?  

As humans we’re not always logical or rational. our decisions are skewed by tendencies to think in 
certain ways, known as behavioural biases. These biases or mental traps can limit our thinking and 
lead us to make errors of judgement. 

As you’d imagine, they affect all aspects of our life, but when applied to investing, they can 
inadvertently compromise your financial future.

With the current financial environment generating a number of interesting challenges, we all need to 
think more shrewdly about meeting our income objectives, the time horizons for our goals and the 
behavioural biases we may be prone to when making investment decisions.

schroders incomeIQ is an online knowledge centre with guides, tips and tools to help you explore 
these issues and make more informed investment decisions.

This brochure has been designed for investors who are interested in finding out more about the 
benefits of investing for income on a long-term basis and can accept any associated potential risks.

incomeIQ
a smarter way to think about your 
income needs
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We all need an income, whether derived from employment or investments, to pay for day-to-day 
living as well as the things that make life worth living. our recent global research shows that 87%1 of 
investors are looking to invest in assets which generate an income over the coming 12 months. so, 
while it is clear that income is a high priority for the large majority of investors, generating income is no 
longer as straightforward as it once was.

The need 
for income is greater than ever

The search for income1

1source: schroders research 2015

The majority of people are investing in assets to generate income.
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This is driven by low interest rates, longer life expectancy, inflation, and the growing cost of healthcare
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“ our research points to over a third 
of investors citing low bank interest 
rates as the prime reason they are 
planning to invest for income.”

Beyond conventional income

Traditional sources of income can no longer meet the income needs of many investors.  
The financial crisis has left a legacy of low interest returns from cash, while income from ‘safe-
haven’ assets – like Us, UK and german government bonds – has dropped to record lows. 

our research points to over a third of investors citing low bank interest rates as the prime reason 
they are planning to invest for income1. Yet many investors still favour conventional assets which 
could be unlikely to deliver the income they need.
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planning for your income needs isn’t all about the numbers – it should take into account your 
current circumstances, as well as a realistic view of how you want to live in future.

There are a number of points in your life when investment income can come in handy, whether 
it’s paying for school or university fees, funding a lifestyle change such as setting up your own 
business, or supplementing your earnings as you approach and go through retirement.

Life stage income needs

What kind of   
income investor are you?

Your long-term goal is wealth creation, however there are shorter-term 
commitments to be met along the way. Even when you are facing regular 
financial commitments, you can try to reinvest income for the future. 
goals with a longer time horizon may be able to tolerate a higher degree 
of risk. For example:

– University or school fees

– planned career change or business start-up

– planning for a child’s wedding

As you progress through your working life, you may be looking for 
income solutions to help you wind down and work fewer hours. Your 
attitude to risk may still depend on how many working years you have 
left. most people look to decrease their exposure to risk in the three to 
five year window before they retire, as they look to meet income needs. 
For example:

– supplementing income to work less 

– planning for a dream adventure post-retirement

E m p o W E r I n g  I n v E s T o r s  T h r o U g h  I n T E l l I g E n C E

Funding futures

Finding freedom
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Questions to ask around income investing. 

–  how much capital and income do you have now?

–  Can you put a figure on the income required for any specific need or goal?

–  Will there be times when you could reinvest any of the income you earn?

–  What do you see as the time horizon for each goal?

–  Do you need to gather any information such as projected pension income, before  
    getting advice?

If you do not currently have a financial adviser, one option is to search for a local independent adviser at 
www.unbiased.co.uk. You may also find it useful to visit www.vouchedfor.co.uk, where members of 
the public rate and review advisers they have used.

E m p o W E r I n g  I n v E s T o r s  T h r o U g h  I n T E l l I g E n C E

You’ve recently reached retirement, and intend to use the money you’ve 
accumulated to generate an income. Your goals might centre around 
enjoying the life you’ve worked hard to create. For example: 

– retirement lifestyle

– Travelling or living abroad

Your focus is likely to be on ensuring you have a stable and regular 
income, with flexibility for unforeseen events such as healthcare costs. 
You may now also be thinking about estate planning and the options that 
will allow you to pass on your wealth. You may wish to find lower-risk 
income solutions to meet your income needs. For example:

– healthcare costs

– Capital preservation

Retirement ready

Careful comfort



The process of investing can play on a number of emotions. These reactions, which are often 
subconscious, tend to be common to most people, regardless of life stage or income need. 
Understanding them better can help make the investment journey more comfortable and your  
goals clearer.

perhaps you are an investor who is prone to over-optimism bias, nurturing overly rosy expectations 
about your portfolio? or do you suffer from loss aversion, finding yourself tempted to exit the 
moment things go wrong? or are you the sort of investor to overestimate the pain of a loss against 
the pleasure of a gain?

our recent research shows that 88%1 of investors believe they are average or better than average 
at making successful investment decisions. people generally overestimate their investment ability 
and this ‘overconfidence bias’ can cause errors in judgement.

Almost half of investors say they favour a short-term approach that generates returns in under two 
years, with only 12% preferring a long-term approach1. This demonstrates how ‘present bias’ often 
leads investors to focus on the here and now, rather than the future.  

1  source: schroders research 2015
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Understanding your     
financial behaviour 
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“ Almost half of investors say they favour a short-term approach”

Over-optimismInvestor literacy

Over-confidence

Present

Loss aversion

Projection

Herd influence

Anxiety

Irrational perception
of money

BIASES

BEHAVIOURAL 

incomeIQ behavioural biases
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About Joe Gladstone

Joe gladstone is a behavioural scientist and phD researcher at the University of Cambridge. 
his work applies insights from behavioural economics and experimental psychology to better 
understand the dynamics of financial decision-making. Alongside his research, he works as an 
independent academic consultant to several global companies.

prior to his phD, Joe earned masters degrees in experimental psychology and management 
research from oxford and Cambridge Universities.

E m p o W E r I n g  I n v E s T o r s  T h r o U g h  I n T E l l I g E n C E

“ Knowing your own behavioural biases could help you avoid 
making investment decisions that may adversely impact your 
financial future.”

Behavioural finance is a relatively new area of study using theories from cognitive psychology to 
explain financial behaviour. This has gained a great deal of prominence in recent years, not least 
because it goes some way to explaining why investors make the investment decisions they do. 
Traditional economic models assume we all make perfectly rational judgements all of the time, 
which of course isn’t the case. We have identified 9 behavioural biases which are most relevant  
to investing.

Build your incomeIQ

The schroders incomeIQ test, created in collaboration with Joe gladstone, a leading behavioural 
scientist and phD research at the University of Cambridge can provide you with valuable insights 
into your behavioural biases.

visit www.schroders.co.uk/incomeIQ to take the incomeIQ test



visit incomeIQ at  
www.schroders.co.uk/incomeIQ 
to begin your journey today. 

With over 210 years of servicing the needs of our clients, we have an established range of investment 
solutions across all asset classes including equity, fixed income, real estate and multi-asset funds.  
so whether you are future-focused or ready for retirement, schroders could offer you a range of 
suitable solutions to your income goals.  

once incomeIQ has helped you better understand your investment income goals, attitude to risk and 
behavioural biases, your financial adviser can explain all your options and help you make the best 
decision based on your individual circumstances.

Connect your incomeIQ  
to a greater range of options

… become an 
empowered investor 

E m p o W E r I n g  I n v E s T o r s  T h r o U g h  I n T E l l I g E n C E
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At schroders, asset management is our business and 
our goals are completely aligned with those of our clients 
— the creation of long-term value.

We manage £300 billion on behalf of institutional and 
retail investors, financial institutions and high net worth 
clients from around the world, invested in a broad range 
of asset classes across equities, fixed income, multi-
asset and alternatives.

We employ over 3500 talented people worldwide 
operating from 37 offices in 27 different countries across 
Europe, the Americas, Asia and the middle East, close to 
the markets in which we invest and close to our clients.

schroders has developed under stable ownership for  
over 210 years and long-term thinking governs our 
approach to investing, building client relationships and 
growing our business.

To find out more go to

www.schroders.co.uk/investor  
or speak to your financial adviser.

source: schroders, all data as at 31 December 2014.

Trusted heritage

 Advanced thinking

Important information: This article is intended to be for information purposes only and it is not intended as promotional material in any respect. The material is not intended 
as an offer or solicitation for the purchase or sale of any financial instrument. schroders has expressed its own views and opinions in this document and these may change.  
The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. reliance should not be placed on the 
views and information in the document when taking individual investment and/or strategic decisions.

past performance is not a guide to future performance. The value of investments and the income from them may go down as well as up and investors may not get back the 
amounts originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall.

We recommend you seek financial advice from a financial adviser before making an investment decision. If you don’t already have an adviser, you can find one at unbiased.
co.uk or vouchedfor.co.uk 

Issued in April 2015 by schroder Unit Trusts limited and schroder Investment management limited, 31 gresham street, london, EC2v 7QA. registered number 4191730 
England. Authorised and regulated by the Financial Conduct Authority. For your security, communications may be taped or monitored. w46889


