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Investing your drawdown pot
When you choose to use some or all your pension pot you 
can usually take 25% tax-free. The remaining 75% will be 
moved into a drawdown pot. You have the flexibility to use 
this drawdown pot in different ways. 

For example, you might plan to:
1. leave it for now

2. use that money to buy an annuity

3. �start drawing an income straightaway from the 
drawdown pot

4. take it all out

Unlike an annuity (a regular guaranteed income you buy 
from an insurance company), drawdown does not provide 
a guaranteed income. That means if you withdraw all the 
money in your pension, you will no longer be able to use it 
to provide an income.

Because you can use your drawdown pot in different ways, 
it’s important to think about how your drawdown pot is 
invested as it could affect whether or not you reach your 
goals for retirement.

It’s a good idea to seek advice from a financial adviser 
about the best way to invest your drawdown pot. However, 
if you don’t want to seek advice, and are unsure of how to 
invest your drawdown pot, you can consider whether an 
investment pathway might be right for you.

By offering investment pathways to you we are not 
providing you with financial advice. This brochure will 
explain the objective of each of our investment pathways, 
what the underlying investment is, and the risks associated 
with them. This will help you decide whether a particular 
pathway is right for you.

Investment pathways – what are they?
The principle of investment pathways is simple: instead  
of having to choose an investment for your drawdown pot, 
you just need to choose from the following four options 
that closely matches with what you would like to do with 
your money in the next 5 years. 

1. �I have no plans to touch my money in the next  
five years.

2. �I plan to use my money to set up a guaranteed 
income (annuity) within the next five years.

3. �I plan to start taking my money as a long-term 
income within the next five years.

4. �I plan to take out all my money within the next  
five years.

The option you choose will be linked to an investment 
solution (an investment pathway). Although the investment 
pathways are compatible with the objectives they were 
designed for, that does not mean they will automatically be 
right for you. This is because when we designed these 
pathways, we did not consider your personal circumstances. 

For example, your objective might be to not touch your 
money for the next five years, but you might be a cautious 
investor who doesn’t like to see investments fluctuate.  
Our investment pathway for that objective is mostly 
invested in shares that fluctuate, so although it might 
match your objective, it won’t match your risk appetite  
so might not be right for you.

What happens if I’ve been in a pathway for 5 years? 
Nothing will happen, and you will remain in the 
pathway you have chosen. If you want to, you can 
switch into or out of a pathway investment at any time. 
It’s important that you keep your investment choice 
under review to make sure it meets your objectives.

What you need to know  
about investment pathways
When you take money from your pension we call the money which is left 
over your ‘drawdown pot’. Some people find it difficult to choose investment 
funds for their drawdown pot. To make this choice easier firms like us are 
required by the Financial Conduct Authority (FCA) to offer non-advised 
customers a choice of investment funds that we have chosen for drawdown. 
These are known as investment pathways.
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Risk appetite
Your risk appetite is the amount of risk you might want  
to take to achieve your goals.

When choosing a level of risk to take, you expect a return 
that compensates you for potential losses. For example, 
the higher the risk the more you expect to receive for 
holding the investment, and the lower the risk, the less  
you expect to receive.

In assessing your risk appetite, you should imagine how 
willing you are to bear risk in comparison to the potential 
gains. If the stress of losses or fluctuating values is too 
much for you to bear, you may have a lower risk appetite.

Capacity for risk
Your risk capacity is the amount of risk you can afford to 
take. This will depend on what other savings you have and 
how long is left until you will need this money.

In assessing your risk capacity, you should think about how it 
will affect you if your drawdown fund were to fall in value. Could 
you rely on different sources of savings or investments for the 
money you need until your drawdown fund had recovered?

If you cannot afford to lose money and still reach your 
goals, then you may have a lower capacity for risk.

Before we show you the investment pathways it’s important that you understand about 
risk. Risk is an underlying part of any investment. Anytime you invest money, there is  
a risk you might not get your money back. 
The amount of risk you take should be based on two considerations

  Your appetite for risk   Your capacity for risk

Risk - what is it?
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Risk levels

A financial adviser can help you identify your appetite and capacity for risk by completing a 
risk profile questionnaire with you. Below is a broad outline of risk categories but it’s important 
to bear in mind that a financial adviser would do a much more in-depth assessment.

How do I invest in a Pathway Investment?
If you’d like to invest in a pathway investment or change your existing pathway objective to another one, 
please contact us:

Call us: 0808 171 2626 Lines are open 8:00am to 6:00pm, Monday to Friday | Email: ask@quilter.com

Write to us: Quilter, SUNDERLAND, SR43 4JP.

Low risk
A low-risk investment might be taken by someone who has more to lose or is less willing to take risk. Low risk 
investments offer stability and security but in theory, because the risk is less, the size of the return will be less. 
As the return is likely to be less you run the additional risk that the cost of living will increase more than the 
growth of your investment. Remember that the return may also be negative – in other words, no return is 
guaranteed on your investment.

Types of low risk investment include cash, government bonds, good quality company bonds or money  
market instruments.

Medium risk
A medium risk investment might be taken by someone with both a willingness to take risk and the capacity to 
take that risk. Medium risk investments are more long-term investments with moderate returns. A medium risk 
investor will diversify their investments by investing in a range of assets, while still trying to maximise returns.

Types of medium risk investment include a mix of cash, government bonds, company bonds, shares, and property.

High risk
A high-risk investment is generally taken by those with good knowledge of investments with a large risk appetite 
and capacity for risk. These are typically investors who want to achieve the biggest returns possible and more 
importantly, can afford to take more risk. 

Types of high-risk investments include local and international shares. A high-risk investor will put a high 
proportion of capital into shares, seeking out those with the potential for the greatest rewards.
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Who is this for?
This pathway is for people who:
 �don’t want to withdraw money from their drawdown pot  
in the next five years

 �want to keep their drawdown pot invested for at least  
five years

What is the investment solution design?
This pathway is designed to grow your drawdown pot by 
investing mostly in equities (shares in a company) and 
bonds (loans to a company that pay interest). 

What’s the level of risk?
This pathway is designed to grow your investment by taking 
on a medium level of risk. 

What are the potential downsides?
The value of equities and bonds can be affected by a variety 
of factors including world events, everyday supply and 
demand, changes in interest rates, a company’s financial 
performance and its ability to pay back a loan or interest. 
This means that the value of your investment may fall or rise.

If you make a large withdrawal within the next five years, 
you may be exposed to a higher level of risk than is 
compatible with this pathway.

What is the actual investment solution?
This pathway currently invests in the fund Vanguard 
LifeStrategy 60% Equity, but please note that we reserve 
the right to change this.

We have included the key investor information about this 
fund on the next page. The key information about the fund 
can change and whilst we aim to keep this brochure up to 
date we would advise you to check our online fund centre 
at quilter.com

Investment 
Pathway 1
I have no plans to touch my 
money in the next five years

http://quilter.com
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Who is this for?
This pathway is for people who:
 �want to buy a guaranteed income (annuity) in the next  
five years

 ��understand that once they buy an annuity, they cannot 
usually change their mind

What is the investment solution design?
This pathway is designed to reduce fluctuations in the amount 
of income you can buy if purchasing a level annuity. It does 
this by investing primarily in fixed rate UK government bonds 
(loans to the government that pay interest). Generally, as 
interest rates rise and fall, so do annuity rates. In contrast the 
value of UK government bonds rise when interest rates fall 
and vice versa. This means that should interest rates fall, the 
value of your pension pot invested in UK government bonds 
will increase and that will help to counteract the negative 
impact of a lower annuity income rate. 

What’s the level of risk?
This pathway is designed to be low to medium risk if you 
end up buying a level annuity. However, if you do not buy 
an annuity (or buy an annuity that doesn’t pay a level 
income) you may face additional risks as explained in the 
potential downsides section.

What are the potential downsides?
Government bonds are generally less volatile than 
company shares and bonds and this is compatible with 
buying an annuity. Their value can nevertheless change 
over time and will typically fall if interest rates increase and 
vice versa. This is called interest rate risk. To put this into 
context, for every 1% increase in longer term interest rates, 
the fund’s value will likely fall by around 13%.

Therefore, if you make a large withdrawal within the next 
five years and/or do not buy an annuity, you will likely have 
been exposed to too much interest rate risk.

Because this pathway is aimed at people buying a level 
annuity, if you buy an inflation linked annuity this pathway 
may not adequately meet your needs. This is because the 
underlying assets are primarily fixed rate government 
bonds as opposed to inflation linked government bonds 
which are more appropriate for offsetting risk for people 
buying an inflation linked annuity.

Due to the way the Pathway Investment value fluctuates in 
comparison to annuity prices, investing into this pathway 
could limit the investor to a broadly similar level of annuity 
income achievable at the time of the investment into the 
pathway. This is not an exact science though as there are 
many variables impacting annuity pricing.

What is the actual investment solution?
This pathway currently invests in the fund Vanguard UK 
Government Bond Index, but please note that we reserve 
the right to change this.

We have included the key investor information about this 
fund on the next page. The key information about the fund 
can change and whilst we aim to keep this brochure up to 
date we would advise you to check our online fund centre 
at quilter.com

Investment 
Pathway 2
I plan to use my money to set up  
a guaranteed income (annuity) 
within the next five years

http://quilter.com
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Who is this for?
This pathway is for people who:
 ��want to take one-off or regular withdrawals either  
straight away or within the next five years

 ��want these withdrawals to last over the long-term

 ��understand this is not guaranteed income like an  
annuity provides

What is the investment solution design?
This pathway is designed to grow your investment by 
investing mostly in bonds (loans to a company that pay 
interest) and equities (shares in a company). 

What’s the level of risk?
This pathway is designed to grow your investment by  
taking on a medium level of risk. 

What are the potential downsides?
The value of bonds and equities can be affected by  
a variety of factors including world events, everyday  
supply and demand, changes in interest rates, a company’s 
financial performance and its ability to pay back a loan or 
interest. This means that the value of your investment may 
fall or rise.

If you take too much income you run the risk that the 
growth on your pension pot may not keep pace with the 
amount of income you take and therefore your income  
will run out eventually.

What is the actual investment solution?
This pathway currently invests in the fund Vanguard Life 
Strategy 40% equity, but please note that we reserve the 
right to change this.

We have included the key investor information about this 
fund on the next page. The key information about the fund 
can change and whilst we aim to keep this brochure up to 
date we would advise you to check our online fund centre 
at quilter.com

Investment 
Pathway 3
I plan to start taking my money  
as a long-term income within  
the next five years

http://quilter.com
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Who is this for?
This pathway is for people who:
 ��want to take all their money from their drawdown pot  
as a lump sum in the next five years

 ��want to set up regular withdrawals over the short-term 
that will use up all the money in their drawdown pot over 
the next five years

What is the investment solution design?
This pathway is designed to provide you with some growth 
whilst minimising the risk of losing money. It will invest in 
short-term assets (e.g. money market instruments) that are 
easy to sell as well as short-dated corporate and government 
bonds (short-term loans to companies and governments that 
pay interest). 

What’s the level of risk?
This pathway is designed to be low risk. 

What are the potential downsides?
Short-term assets and bonds do not generally fluctuate as 
much as company shares in value, but it is still possible that 
the value could go down as well as up.

There is a risk that the value of your money will be eroded 
by inflation over time. This will be more pronounced if you 
do not take out all your money within the next five years.

What is the actual investment solution?
This pathway currently invests in the fund Royal London 
Short Term Fixed Income, but please note that we reserve 
the right to change this.

We have included the key investor information about this 
fund on the next page. The key information about the fund 
can change and whilst we aim to keep this brochure up to 
date we would advise you to check our online fund centre 
at quilter.com

Investment 
Pathway 4
I plan to take out all my money 
within the next five years

http://quilter.com
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Shop around
Because there are other pension providers offering 
investment pathways, you should shop around to see  
which one you prefer. 

We can send you an illustration to demonstrate how  
a pathway we are offering may perform over time.  
You can use the illustration to compare our offering 
with other providers when you shop around to see if 
there is another pension product with a pathway 
investment more suitable for you.

A financial adviser will be able to help you shop around.  
If you do not want to use a financial adviser you can 
contact Pension Wise. Pension Wise is a free and 
impartial service from MoneyHelper, a government 
backed organisation. They can assist you in shopping 
around for a pathway investment.

0800 138 3944 | moneyhelper.org.uk/pensionwise

 0800 011 3797 | moneyhelper.org.uk/

A last few things

Charges
There are no charges to withdraw money from your 
drawdown pot. However:

 ���each investment pathway will have an ongoing charges 
figure (OCF) for the underlying funds. You can check the OCF 
for each pathway in the key investor information section.

 ��we will charge you for using our platform. The charges  
you pay are detailed in your quarterly statements. If you 
would like further information, please contact us.

 ��if you use a financial adviser, they may charge you for 
managing your money. 

Our approach to responsible investing 
Because our four pathways invest primarily in funds that track 
a market index, they have not been designed with a specific 
environmental, social or governance strategy. However, when 
selecting the underlying fund(s) for our pathways we do:

 ��consider how the fund manager engages with companies 
about things like climate change and good corporate 
governance.

 ���look at the fund managers track record of exercising votes  
on such matters at shareholder meetings.

 ��require that they have signed up to initiatives such as  
the UN Principles for Responsible Investment and the  
UK Stewardship Code.

Changes
We will regularly review the underlying investments in  
our pathways. This means they may change in the future 
following a review by us. If we decide to change the 
underlying investment, we will tell you when it will happen 
and what it will mean for you. You will have the option to 
opt out of the investment pathway if you want to and make 
your own investment decisions.

Get advice
The decision you make about your pension pot can affect 
your income for the rest of your life.

To help you think about what’s best for you it’s always wise 
to talk through your situation with a financial adviser. 

http://moneyhelper.org.uk/pensionwise
http://moneyhelper.org.uk/
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Contact us
If you’d like to invest in a pathway investment or change your 
existing pathway objective to another one, please contact us:

Call us: 0808 171 2626  
Lines are open 8:00am to 6:00pm, Monday to Friday  
Email: ask@quilter.com

Write to us: 
Quilter, SUNDERLAND, SR43 4JP.



quilter.com 
Please be aware that calls and electronic communications may be recorded for 
monitoring, regulatory and training purposes and records are available for at  
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