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Proposition guide 
Secure Lifetime Income

If you’re responsible for your firm’s regulated retirement 
advice policy and standards or advising clients, this guide 
explains how Secure Lifetime Income can complement 
your existing retirement income proposition to help you 
deliver improved outcomes to your clients.
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A new approach to retirement income
We all recognise that for some time retirement has been evolving from a cliff edge  
event to a transition through later life which often requires complex financial planning  
to achieve client objectives.

Generating a reliable income from a retiree’s  
drawdown portfolio requires the financial planner 
to navigate risks not present during the wealth 
accumulation stage. 

Yet, the innovations expected following Pension 
Freedoms to address these risks has not arrived. 

This has meant the tools used for wealth accumulation 
are still largely relied upon to manage the unique risks 
of income drawdown.  

Against a backdrop of continued macro-economic and 
geo-political influences, today’s market landscape is 
intensifying the challenges of retirement income planning:

 • Fixed income yields remain low and unlikely to 
generate the returns many client’s will need to meet 
their expenditure needs in retirement.

 • Interest rates increasing from historically low levels 
in response to rising inflation is having negative 
implications for the capital value of existing fixed 
income allocations, contributing to a poor sequence  
of returns rather than defending against it.

 • Historic returns can’t be used to predict those of the 
next period, with prominent names within the asset 
management industry forecasting considerably lower 
returns for the foreseeable future.

This has led many financial planners to reconsider the 
tools they use with their drawdown clients. 

Secure Lifetime Income is a guaranteed income 
producing asset, that is held alongside the drawdown 
portfolio, within a Self Invested Personal Pension (SIPP). 
A solution which gives financial planners more options to 
improve client outcomes and helps to meet the specific 
challenges of income drawdown. 
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Some retirees will have accumulated enough  
retirement capital to meet their expenditure, while  
leaving their assets largely intact to pass on to their 
family. These people aren’t the target audience for  
Secure Lifetime Income.

Secure Lifetime Income is aimed at people who will  
need to draw down on their drawdown portfolio to  
meet their expenditure in retirement as part of a  
holistic, tax efficient retirement income strategy.

Designed for today’s technology  
enabled financial planning environment
As a retirement specialist, we’ve developed Secure 
Lifetime Income to work in today’s financial planning 
environment - where technology seamlessly links 
planning software, asset managers, practice 
management systems, clients and numerous 
third parties.

Meeting the challenges  
of retirement income planning
The main challenges of retirement income planning are 
longevity and sequence risk, with the low interest rate 
environment adding an additional layer of complexity. 

Who is Secure Lifetime Income for?

Challenge one 
Longevity risk

A unique challenge of retirement income planning  
is an unknown time horizon or longevity risk.

The only way to manage this risk without insuring 
against it is to use a planning horizon the client has 
a low probability of outliving. Typically this requires 
more capital which makes funding a client’s retirement 
objectives more expensive.

Challenge two 
Navigating sequence risk

It’s well understood that the returns from capital 
markets can be volatile and unpredictable in nature. 
Sequence risk is the order in which these returns  
arrive to a portfolio. It’s increased during the retirement 
phase due to the addition of systematic withdrawals  
alongside investment volatility. The sequence of  
returns experienced early in retirement can have  
a disproportionate impact on the sustainability  
of the portfolio. 

The accumulation and decumulation charts on the 
following page show the outcomes experienced by two 
different portfolios which achieve the same five percent 
average return over a 30 year period.

When clients are accumulating wealth, the order in 
which returns arrive to the portfolio doesn’t alter the 
final outcome.
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When decumulating wealth however, the order in  
which returns arrive to the portfolio is critical to the 
outcome experienced by the client. This is because  
the income crystallises the weaker returns making  
it more difficult for the portfolio to recover.

The decumulation example uses the same portfolios 
as the accumulation example, but instead includes a 
withdrawal of four percent per annum. This illustrates 
how the sequence of returns can significantly impact 
the outcome experienced even if the average return 
assumption is achieved.
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Given the significance of sequence risk it’s important to 
stress test a retirement plan to evidence how it will meet 
a client’s objectives.

Many retirement plans are modelled with fixed return 
assumptions. This is a technique that’s often perceived 
to be easier to understand. However, it completely 
ignores the volatility of real-world retirement  
income planning. 

Generating a fixed annual return over a 25 to 35 year 
time horizon from a portfolio of volatile assets is 
obviously unrealistic. Ignoring the potent combination 
of investment volatility and systematic withdrawals can 
lead to an overly optimistic retirement plan.

Just believe it’s not possible to robustly evidence a 
sustainable withdrawal rate without using a stochastic 
simulation that uses an appropriate probability of 

success over a sufficient planning time horizon. This 
technique of stress testing provides greater visibility 
of the range of potential outcomes, so the level of 
withdrawals can be set at a more realistic level and  
the ongoing plan managed accordingly.

Investment strategies, such as time segmentation and 
the use of a cash bucket, can provide some behavioural 
benefits in terms of removing immediate and short-term 
income needs from market volatility. However they can’t 
fully protect a portfolio from sequence risk.

Regardless of technique used, no form of stress testing 
can credibly predict long term asset returns with any 
degree of accuracy. Therefore, the output of a stress test 
can only help gain a better understanding of the range 
of potential outcomes of investing in the capital markets 
over the longer term to deliver retirement income needs.

Fixed term assumptions 
completely ignore the  
volatility of real-world 

retirement income  
planning

Challenge three 
The low interest rate environment 

Historic investment returns are often used when 
stress testing a retirement income plan. This is despite 
prominent names within the asset management 
industry, such as JP Morgan and Vanguard, continuing 
to forecast considerably lower returns for the 
foreseeable future.

The capital markets table on the next page includes two  
sets of 10 to 15 year capital market assumptions from  
JP Morgan and Vanguard and compares this to the  
long-term historic average for global equity, fixed  
interest and a 60/40 portfolio.

When looking at the attractiveness of flexi-access 
drawdown through the lens of historic market  
returns, it’s not difficult to see why it’s become the 
default solution. Using the example on the next  
page, a 60/40 portfolio has generated an average  
return of 6.46% over the last 22 years. The problem is 
these returns represent a set of economic conditions 
that no longer apply.

One aspect of today’s investing landscape, that historic 
market returns underplay, is the impact of low interest 
rates. Traditionally, the role of fixed income within 
portfolios has been to provide protection during periods 
of equity volatility. The protection is provided by yields 
falling and prices rising. The problem with this is yields 
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remain low, so they don’t have far to fall, which means 
the protection they offer is limited. 

As the capital markets chart below illustrates, it’s 
difficult to see how fixed income will generate the 
kind of returns that some clients will need to support 
their retirement expenditure over a 25 to 35 year 
planning horizon.

In addition, interest rates increasing from historically  
low levels in response to rising inflation is having 

negative implications for the capital value of existing 
fixed income allocations, contributing to a poor 
sequence of returns rather than defending against it. 

This creates a significant planning challenge. Within 
the context of retirement planning many clients  
would benefit from reducing their exposure to the  
low yielding, low risk assets but are constrained by  
their risk tolerance and the asset allocations risk 
assessment tools recommend.

Historic returns for bonds uses annualised returns for Bloomberg Sterling Aggregate TR in GBP and MSCI World ex UK in GBP between 01/01/2000 – 
01/01/2022. Capital market assumptions use Vanguards UK aggregate bond and Global equities (ex UK) and JP Morgan’s UK investment grade bonds 
and AC world equity (ex UK). Returns do not include fees.

Capital  
market 10-15 year 
assumptions are 

significantly lower 
than average returns 
generated over the  

last 22 years
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Improving client outcomes
Why we developed Secure Lifetime Income
Secure Lifetime Income is a guaranteed income 
producing asset that sits within your client’s SIPP  
based flexi-access drawdown plan.

The guaranteed income it produces is free from 
sequence risk and uncorrelated to other portfolio assets.

Secure Lifetime Income can help mitigate the risks to 
producing retirement income and complement existing 
investment strategies to help:

 • more efficiently plan to a horizon the client has a low 
probability of outliving by pooling longevity

 • provide an alternative to low yielding fixed  
income, and 

 • dampen the impact of sequence risk.

This helps reduce the cost of funding a client’s 
retirement objectives, and frees up capital within 
their retirement plan that can be used to:

 • produce a more sustainable portfolio

 • improve legacy provision, and

 • support more income.

The freed-up capital created by purchasing some 
Secure Lifetime Income can be used in a variety of ways 
depending on an individual’s objectives. In the following 
examples we look at the improved client outcomes that 
can be generated.

Create a more sustainable plan
In the following example, we’ve run a thousand 
stochastic simulations. The table shows how including 
an element of Secure Lifetime Income alongside a 
drawdown portfolio can improve the probability of 
success of the retirement plan when compared to  
a flexi-access drawdown only approach.

The example is based on a 65 year old taking £4,000 
income per annum from a £100,000 portfolio until age 
99. Probability of success is defined as the percentage  
of simulations that provide this income amount over  
the entire 34 year period.

Probability of success

Withdrawal 
rate

Drawdown 
only

Drawdown 
with SLI 
allocation

Increase 
(percentage 
points)

3% 92% 97% +5pp

4% 70% 81% +11pp

5% 38% 52% +14pp

6% 19% 27% +15pp

A higher income
The following example shows how the freed-up capital 
can be used to generate a higher level of income from 
the portfolio without affecting the probability of success.

Drawdown 
only income 
pa

Probability  
of success

Drawdown with 
SLI allocation 
income pa

Probability  
of success

£3,000 92% £3460 (+15%) 92%

£4,000 70% £4,452 (+11%) 70%

£5,000 38% £5,548 (+11%) 38%

£6,000 19% £6,545 (+9%) 19%

Both examples use Just modelling. A 65-year-old, average health (height: 
183cm, weight: 94kg, non-smoker, 31 alcohol units per week, taking 
medication for high blood pressure and raised cholesterol), married,  
KT24 6DJ, £100,000 portfolio, with 1.75% total fees, the probability of 
success is based on a 34-year planning horizon. The asset allocation 
of the portfolio in the drawdown only scenario is 60% mature equity, 
40% investment grade bonds. The asset allocation of the portfolio in 
the Drawdown with Secure Lifetime Income allocation scenario is 75% 
mature equity, 25% investment grade bonds. The recognised Secure 
Lifetime Income scenario assumes £20,000 has been allocated to  
Secure Lifetime Income.

Improve legacy provision 
As well as creating a more sustainable plan, freed-up 
capital can increase the probability that the portfolio 
value will be higher at later ages, which in turn provides 
a higher legacy when death is statistically most likely 
to occur.  

In the example on the next page, we’ve run a thousand 
stochastic simulations. The graph shows the value of the 
portfolio, using median market conditions, at different 
client ages.
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Our longevity data shows that this client has a 50-50 
chance of surviving to age 90, a one-in-four chance of 
surviving to age 95 and a one-in-ten chance of surviving 
to age 99. If this client were to survive to age 95, they 
would have approximately 58% more capital to pass 
on to their beneficiaries by using drawdown with a 
Secure Lifetime Income allocation, in comparison to 
drawdown alone.

By way of contrast, the drawdown only scenario  
provides a greater legacy earlier in retirement. The 
biggest difference occurring at age 72, where the 

drawdown only scenario provides 14% more death 
benefits. This is an age at which our data concludes the 
client has a 97% chance of survival. At this point there’s 
still likely to be reasonable portfolio value remaining to 
provide a legacy. 

One of the often-cited reasons for recommending 
drawdown is to be able to leave a legacy for 
beneficiaries. The example below highlights how 
incorporating a proportion of Secure Lifetime  
Income can improve death benefits at a point in  
time when they’re statistically most likely to occur.

The outputs in the graph are generated using Just modelling. The graph shows the median output from 1,000 stochastically projected scenarios  
for drawdown only and recognised Secure Lifetime Income scenarios. Scenarios are based on a 65-year-old, average health (height: 183cm, weight: 
94kg, non-smoker, 31 alcohol units per week, taking medication for high blood pressure and raised cholesterol), married, KT24 6DJ, taking a 4% pa 
non-escalating withdrawal, from a £100,000 portfolio, with 1.75% total fees. The asset allocation of the portfolio in the drawdown only portfolio is 
60% mature equity, 40% investment grade bonds. The asset allocation of the portfolio in the Secure Lifetime Income scenario is 75% mature equity, 
25% investment grade bonds. The Secure Lifetime Income scenario assumes a Secure Lifetime Income allocation of £20,000 and the cash in value is 
included in total portfolio value.

5Estimated value that would form part of a client’s estate on death
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Why consider Secure Lifetime Income?
Reducing the capital required to meet 
an income target
As outlined earlier in this guide, to mitigate longevity 
risk a financial planner must consider recommending 
a planning horizon they believe their client has a low 
probability of outliving. This requires the financial planner 
to earmark a greater amount of capital towards meeting 
their client’s expenditure objective.

Risk pooling in the form of Secure Lifetime Income can help 
manage the risk more efficiently. By pooling some of the 
longevity risk a client can purchase a guaranteed income 
stream which frees up capital within their plan. This freed-up 
capital can then be used to support more income, produce a 
more sustainable portfolio or improve legacy provision.

In the example below1, the Secure Lifetime Income option 
is meeting an income requirement of £5,000 per annum 
with 38% less capital than the equivalent drawdown only 
approach. This creates £62,698 of capital within the portfolio, 
which can be deployed to meet other client needs. 

Drawdown only SLI income

Income £5,000 pa £5,000 pa

Capital required £164,500 (with 90% 
probability of success 
to age 100)

£101,802

The drawdown only scenario requires £164,500 of capital to 
provide 33 years of £5,000 income per annum to a planning 
horizon of age 98. Secure Lifetime Income requires 
£101,802 of capital to achieve the same income planning 
horizon with a 100% probability of success to death. 

Alternatively, the Secure Lifetime Income requirement 
of £101,802 of capital equates to generating the income 
target of £5,000 per annum for 21 years to age 86, which 
is average life expectancy.

An alternative option to fixed income
The £5,000 per annum income provided equates to a 
sustainable withdrawal rate of 4.95%. This is because the level 
of income provided by Secure Lifetime Income is equivalent  
to receiving fixed income returns plus mortality credits.

For this reason the level of income available from Secure 
Lifetime Income is typically above the level that most 
research would consider sustainable from a typical 
portfolio of assets over a 35-year planning horizon2,3.

Conventional fixed income funds add volatility to a 
portfolio and contribute to your clients exposure to 
sequence risk. With yields at current levels it’s difficult to 
model how they will generate the kind of returns needed 
to support your client’s retirement objectives over 25 
to 35 years.

Dampening sequence risk 
Secure Lifetime Income can also help with managing 
sequence risk. As it isn’t exposed to the volatility of the 
capital markets, and completely uncorrelated to other 
asset classes, Secure Lifetime Income will continue to 
support the same level of income, regardless of the 
sequence of returns experienced by the client.

1.  Secure Lifetime Income quote based on average health (height: 183cm, weight: 94kg, non-smoker, 31 alcohol units per week, taking medication for 
high blood pressure and raised cholesterol), married, aged 65, KT24 6DJ. Rates correct at 21.01.2022. Investment only based on 60% mature equity, 
40 investment grade bonds asset allocation, 1.75% charges, Just modelling.

2. Morningstar (2016) Safe withdrawal Rates for Retirees in the United Kingdom
3. Morningstar (2021) The State of Retirement Income 
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Risk pooling in the form  
of Secure Lifetime Income  
can help mitigate longevity 

risk more efficiently
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Incorporating Secure Lifetime Income 
in the planning process
The asset allocation decision
There are two methods of deploying Secure Lifetime 
Income into a firm’s retirement income advice and 
investment process.

The main difference between the two approaches is 
how the asset allocation of the remaining investable 
drawdown portfolio is treated after an element of  
Secure Lifetime Income has been purchased.

Standalone Secure Lifetime Income
Following purchase of Secure Lifetime Income, the asset 
allocation of the remaining drawdown portfolio remains 
the same as the base case. As such the purchase of 
Secure Lifetime Income and portfolio construction 
are considered independently from one another. This 
approach results in reducing the monetary amount  
of a gross portfolio that is allocated to growth assets.

Recognising Secure Lifetime Income  
within the asset allocation
When Secure Lifetime Income is purchased the 
remaining drawdown portfolio recognises its presence. 
As a result, the asset allocation of the portfolio is 
adjusted to ensure the exposure to growth assets is 
maintained. This is our preferred approach as this is an 
approach many financial planners’ already take when 
they use a ‘bucketing strategy’ for retirement planning.

Our analysis shows that it’s important to retain as 
much exposure to growth assets after Secure Lifetime 
Income purchase as is permitted by clients’ risk appetite 
and capacity for loss. The analysis indicates pooling 
some of the longevity risk and retaining exposure to 
assets with greater growth potential improves flexi-
access drawdown performance over a 25 to 35 year 
decumulation period. We believe this is the right 
approach to deliver optimum client outcomes and this is 
the approach used in the examples earlier in this guide.

The analysis indicates pooling 
some of the longevity risk 
and retaining exposure to 

assets with greater growth 
potential improves flexi-access 

drawdown performance
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How Secure Lifetime Income works
Secure Lifetime Income is a guaranteed income 
Trustee Investment Plan (TIP) which is purchased 
with crystalised funds by SIPP trustees on behalf of 
a member, at the instruction/recommendation of 
a regulated financial planner. As can be seen in the 
diagram below, the lifelong monthly payments  
received by the platform SIPP are allocated to the 
individuals SIPP cash account.

These payments can be paid out as taxable income,  
in whole or in part along with other SIPP investment 
distributions and encashments, remain within the cash 
account, or be reinvested into other assets. This provides 
considerable flexibility, enabling planners to configure 
investments and withdrawals to meet client objectives.

The level of guaranteed monthly payments available 
from Secure Lifetime Income are personalised based  
on the individual’s health and lifestyle.

Secure Lifetime Income quotations and applications are 
delivered online through a secure digital service. This 
online journey is accessed via partner platforms, making 
it quick, easy and efficient to purchase and add Secure 
Lifetime Income to a flexi-access drawdown portfolio.

For full details on how Secure Lifetime Income works 
please refer to the separate technical guide which can  
be found at justadviser.com.

SIPP

Platform

Secure Lifetime
Income

Investment
Account

Funds / Model portfolio /
DFM

Cash account
Some or all Secure Lifetime Income income can be reinvested without 

counting towards the Money Purchase Annual Allowance

Paid directly to your client

Taxable
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For more information
Call: 01737 827915 
Lines are open Monday to Friday, 9.00am to 5.00pm

Email: FI.Direct@wearejust.co.uk

Or visit our website for further information: justadviser.com

Please contact us if you would like this document in an alternative format.

Secure Lifetime Income is available through:

7im.co.uk novia-financial.co.uk
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