Advisers

Your clients might
retire but their
portfolio shouldn’t.
The Investec Targeted Drawdown Strategy.
A specialist mandate within our Discretionary Fund Management service,
that enables your clients to have greater certainty of their income, while
the rest of their portfolio has the potential for future growth.

The best of both worlds?
The financial landscape for retirees is becoming more
challenging, with an increasing number of people
wanting the reassurance of a predictable income in the
early years of retirement, and less exposure for your
client’s pension portfolio to market risk in the future.
The Investec Targeted Drawdown Strategy provides
your clients with the opportunity to structure their
portfolio to provide a predetermined gross income over
an agreed period (usually five years). This mitigates
some of the risks caused by volatile markets whilst
investing the remainder of their portfolio for growth.
The retirement income is made possible by replacing
some of the Fixed Interest assets in the client’s portfolio
with Investec’s Impala Bonds. These bonds offer a
predictable return, with a known maturity date, and
can be used to give your client a regular income in
retirement. The client’s portfolio is still proactively
managed by their dedicated Investment Manager,
who will ensure an appropriate portfolio is maintained.
What are Impala Bonds?
Impala Bonds are Investment Grade, zero-coupon
bonds that would normally be outside the budgets of
most private investors. They are tradable daily on the
London Stock Exchange and, because they mature at
a specific date with a known value, they are not subject
to market volatility at that point. They are held in your
client’s portfolio and reported on by us the same way
we report all other assets.

Give your client a
regular income in
retirement

Impala Bonds are purchased at a price lower than their
value at maturity, with the difference being made up
by the interest earned on the investment. So a fiveyear bond bought today will be bought for a value that
is discounted against an estimation of its value in five
years’ time. That estimation is based on Investec’s
prediction of the interest over the life of the bond and
by holding the investment for the duration of the bond’s
life. Your client stands to make greater profit when the
bond matures.
Ten key factors
1. The predetermined Gross Redemption figure
ensures the maturity value is known from the
outset, enabling us to match your client’s future
retirement income needs
2. F
 uture value is discounted to the present value,
leaving more of your client’s portfolio to focus on
potential growth
3. Relatively short maturity periods (five years or less)
mean reduced risk of default by the issuer bank
4. As there is no income, your client will not be left
holding unnecessary cash reserves
5. With a minimum of five Investment Grade issuers per
bond across five series, there are at least 25 issuers,
for greater diversification
6. A
 ll bonds are provided by Investec Specialist Bank,
making them highly liquid in comparison with
individual Investment Grade Bonds

7. In-house production reduces the total Ongoing
Charges Figure (OCF) costs to 35bps, helping to
lower the cost to the client
8. All bonds are researched and selected by the
Investec Fixed Interest Team
9. T
 hey are clearly reported as Impala Bonds within
Investec Client Valuations
10. Due to the small deal size (£1,000 initially then
£100 thereafter), re-balancing trades can be made
quickly and easily if your client’s needs change.
Risk and taxation
To invest in Impala Bonds within the Investec Targeted
Drawdown Strategy, your client must accept the credit
risks associated with corporate and sovereign bonds.
Each bond is built using segregated assets that can be
sold independently of one another in the event of an
Investec default.
It is important that your clients are aware that the
bond’s value will vary during its lifetime on a daily basis
which will affect the amount they receive back if they
encash the bond before maturity.
Note that the client’s pension portfolio will still hold
other asset classes, so investment risk must be
considered there too.

As your client’s income needs, personal circumstances
and attitude to risk can change over time, the suitability
of the strategy must be monitored regularly and we
must be advised of any changes immediately.
All income referred to in this factsheet is quoted on
a gross basis. As with all investments, this information
is subject to future changes in taxation.
Investors should remember that the value of
investments, and the income from them, can
go down as well as up and that past performance
is no guarantee of future returns.
As with all investment, capital is at risk.
Important
The Investec Targeted Drawdown Strategy is only
available for pension portfolios (e.g. SIPPs).
How the process works
The Investec Targeted Drawdown Strategy provides for
your client’s retirement income needs but remains
a flexible discretionary portfolio which can change
to reflect your client’s circumstances. Whilst we
would typically work with you to provide for your
client’s retirement needs, we can also help you in
the earlier phases.

1. Transition planning

Supporting your regulatory obligations

Within five years of retirement, you work with your
client to establish a likely retirement date and their
anticipated income needs for the first five years.
Cash flow analysis is undertaken, before you provide
us with your client’s specific requirements and we
can then plan a strategy together.

The FCA requires a demonstrable process that you
can advise on and, crucially, one your client can be
reasonably expected to understand. With the Investec
Targeted Drawdown Strategy, you will be able to
produce a Centralised Investment Proposition (CIP)
with a Centralised Retirement Proposition (CRP)
detailing the strategies in place for income provision.
You should also be able to produce the necessary
cash flow modelling, demonstrating that you have
taken reasonable steps to ensure your client will not
run out of money.

2. Implementation
The creation and implementation of the Investec
Targeted Drawdown Strategy is tailored to your
client’s needs. We base this on your assessment of
their attitude to risk, the amount of their desired gross
income and long-term aims. We consider how to
structure their agreed portfolio, not just the amount
invested into Impala Bonds, but also by taking into
account your client’s longer term needs and objectives.
3. Ongoing management
As with any of your client’s portfolios, those using the
Investec Targeted Drawdown Strategy are managed
proactively, and we welcome regular reviews with
you and your client. During this period, it remains
important that you notify us of any changes to your
client’s needs, circumstances or attitude to risk so
that we can adjust your client’s portfolio appropriately.
Similarly, as the Impala Bonds mature, we will review
the portfolio with you to assess if this can meet your
client’s retirement income needs from the income
and/or growth produced, or if the purchase of more
Impala Bonds is required.

Here to help you deliver
To help you offer a truly tailored strategy for each
client, we will need the following information from
you, prior to implementation:
• The gross income needed
• When this will start (retirement date or target
retirement date)
• The time horizon over which the initial income
is needed
• Details of any known fluctuations in future
expenditure (e.g large holidays or house move)
• The projected increase in gross income required
(e.g. inflation)
• The level of portfolio risk your client is prepared
to accept and their investment objectives.

Why Investec
Investec Wealth & Investment is one of the UK’s leading and most reputable
investment management companies, with responsibility for over £32.0 billion* of
client assets. We are recognised industry leaders and were voted the number
one preferred Discretionary Fund Manager (DFM) provider for bespoke services
in Defaqto’s DFM Satisfaction Survey 2020. We have over 25 years’ experience
working with Advisers in the UK, and in that time we have earned a reputation for
providing Out of the Ordinary levels of service.
*as at March 2020
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