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Introduction 

Welcome to our showcase for 2020 where we collate some of the best articles and 

what a year it has been. From a market perspective record were broken from 

record market collapses to record quick recoveries and record highs, never mind 

the many records broken in individual asset class returns.  

The rollercoaster topped of a hectic decade and challenging start to the century 

which included the tail-end of the dot com collapse and the Global Financial Crisis. 

The rate of innovation and changes has brought opportunity and havoc to a range 

of sectors that is accelerating due to the pandemic. The investors who followed the 

innovation have been richly rewarded compared to the buy and hold value 

investors. Will this change in the next decade? 

Who ever said investing is boring? We hope your find the collection of articles by 

leading pension and investment experts of interest and beneficial. 

 

Your Sincerely 

Frank Mulcahy 

Editor, The FM Report 
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INVESTMENTS 

The four “M”s: why the 21st century belongs to Asia 
November 28, 2020 By Viswanathan Parameswar 

For a look into the future of the global economy, and where the power is shifting, 
consider technology developments in both China and India., 

In a mere decade, China’s e-commerce market has grown from less than 1% of 
global sales, into the world’s largest market in 2016, representing more than 40% of 
transactions by value. Platforms such as Alibaba and JD.com reach nearly a billion 
eager shoppers, in a market three times bigger than the US’. 

Meanwhile, India’s adoption of mobile technologies is surging at an astonishing rate 
as Reliance Jio – which became India’s dominant tech firm virtually overnight – 
brings fast connections to India’s 1.3 billion people. Even as Covid-19 spread, 
Google and Facebook separately invested billions in this telecoms company (a 
highly unusual step for rival tech giants) amid projections it would hit 500 million 
subscribers by 2023. 

Events in the world’s two most populous nations capture the dynamic of why we 
believe Asia will shape the 21st century, and command the attention of the long-term 
global investor. Unprecedented energies are being unleashed through an alignment 
of digital innovation – and the four ‘M’s that characterise Asian consumers: 
millennial, middle-class, metropolitan and mobile-enabled. 

How the four M’s underpin a bright Asian future 

We do, of course, live in times of uncertainty, and there is plenty that could go 
wrong in the narrative of Asia’s 21st century ascent. Trade frictions between China 
and the US, a possible fragmentation of 5G practices, regional rivalries within Asia 
and uncertain coronavirus outcomes all pose threats to the continent’s future and to 
the global economy as a whole. 

Despite this, there is no denying the social and demographic trends that give 
momentum to Asia’s rise to global economic leadership. Today’s Asian consumer is 
driving a transformation in the continent’s economic growth model that will play out 
for decades. From being the West’s manufacturing workshop, Asia has reinvented 
itself as an innovation leader serving increasingly demanding and sophisticated 
home markets, now defined by the four Ms. 

Global investors are paying heed, both through private equity and capital markets. 
According to CB Insights, China already has almost half the US’s number of 
“unicorns” (start-ups valued at more than $1 billion), with 118 versus 238. India is 
fast rising up the global unicorn ranking, coming third worldwide with 24. Meanwhile, 



global demand for Chinese assets has hit a record high during the pandemic, with 
foreign holdings of Chinese bonds and equities surpassing Rmb 1 trillion 
(approximately $150 billion) through August. 

Millennial 

The four Ms represent a convergence of positive factors that will shape the Asian 
century. First, let’s look at the millennials. There are 800 million of them in Asia, 
compared with 66 million in the US (and 60 million in the EU). They are fast 
becoming the world’s most avid consumers, driven by optimism and ambition. 65% 
of millennials in emerging markets expect to be better off than their parents, versus 
an equivalent percentage in developed countries who expect to be worse off. 

Middle class 

Next, let’s consider Asia’s burgeoning middle-classes. Hundreds of millions of 
people across Asia have newly joined middle income status, representing a vast 
pool of purchasing power. From an investment perspective, one key Chinese 
consumer trend has been a preference for local brands. A McKinsey survey found 
Chinese now prefer domestic brands for 15 of 17 selected categories, including 
electric appliances and personal products. 

According to the Brookings Institute, Asia will account for nearly nine in 10 of the 
next billion middle-class consumers. Most will live in China, India and Southeast 
Asia, and, by 2025, consumer spending by the Asia-Pacific region’s middle-classes 
is forecast to surpass the rest of the world combined. 

That means industries and sectors oriented toward consumption have great 
potential to grow. Consumption trends combine with rising health consciousness to 
make consumer technology and healthcare two of the most significant Asian 
investment opportunities today. 

Metropolitan 

Now, let’s look at metropolitan clusters. Asia’s growth is enabled by growing 
urbanisation, as workers pursue their dreams in cities. Today Asia has more than 
300 cities with a population greater than one million; the US has 10 and the EU has 
18. Asia’s high-density populations provide ideal conditions for companies to grow. 
It fosters a virtuous cycle of scale, leading to faster, cheaper, more innovative 
products and services. A powerful example is Chinese ride-hailing app Didi 
Chuxing, which has 30 million active drivers who are, today, 10 times more 
numerous than Uber’s. 

Mobile-enabled 



Finally, let’s consider Asia’s eager mobile technology adopters. Asia has over 4 
billion mobile phone subscriptions and more than 2 billion internet users, more than 
any other region, providing massive scalability for consumer technology. 

Alibaba and other tech groups such as We Chat and Tencent are carving out 
innovative paths to tapping this consumer energy with super-apps that combine 
services such as e-commerce, ride-hailing, social messaging and even insurance. 

In India, innovators such as Flipkart and Paytm are reaching the farthest reaches of 
the subcontinent – as Reliance Jio pursues its dream of bringing affordable 
telecommunications services to every Indian. 

Will there be an impact on growth and innovation in the post-Covid age? 

The Covid-19 crisis is not dimming down Asia’s bright outlook. Rather, it reinforces 
prevailing trends. Asia has so far rebounded, both from a health and economic 
perspective, faster and more robustly than the western economies. 

Asia has used disruptions caused by the pandemic to accelerate the development 
of digital innovations critical to the post-pandemic era. These include remote 
communications, digital healthcare, mobile payments, e-commerce, and next-
generation mobility. 

China, in particular, has delivered a standout performance. Its economy posted 
4.9% GDP growth in the third quarter, and the International Monetary Fund projects 
that China will be the only major economy to grow in 2020, with an estimated 1.9% 
expansion. 

China is also experiencing continued vigour in its initial public offerings market; the 
process by which private companies offer shares on public markets for the first time. 
There have been 118 new listings in the financial year up until July – even as 
listings fizzle elsewhere. 

These trends may only be reinforced by the inclusion of China’s currency in global 
indices and the growth of local currency financial markets in coming years. 
Moreover China’s focus on internal manufacturing growth – known as “Made in 
China 2025” – could help to insulate it from any escalation from trade wars. 

While India has taken a far bigger health and economic hit, we think the overall 
outlook remains strong. India’s consumption narrative is the perfect complement to 
China’s industrial ascent, the two representing two pillars of Asian 21st century 
advances. The IMF forecasts that India will bounce back from Covid with 8.8% 
economic expansion in 2021. 

The pandemic has spurred India to embrace digital transformation even faster than 
in pre-Covid-19 times. According to the World Economic Forum (WEF), the crisis 



has inspired a “public-private push [to make] India a digital-first country, resetting 
the basic life experience and aspirations of more than a billion people.” 

Immense challenges lie ahead, not least ever-present regional tensions as these 
increasingly assertive countries take centre stage. However, with increased 
presence comes an increased focus and recognition of the importance of diplomacy 
in forums such as the UN and WEF. And the dynamism, aspiration and innovation 
vigour of the four Ms promise to make Asia’s century one of almost limitless 
possibility. 

Author: Viswanathan Parameswar Head of Investments Asia, Schroder Adveq and 
Grace Canavan, Head of Intermediary Business Development, Ireland. Website 
www.Schroders.com and contact number +353 (0) 85 254 9839. 
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Reverse Yankees Are on the Rise 
January 29, 2020 By David Stanley 

Euro-denominated issuance by U.S.- based corporates is surging. American 
companies pumped approximately EUR 93 billion into the European markets by the 
middle of December in 2019. Known as “reverse Yankee bonds,” these new issues 
made up roughly 30% of the total 2019 volume. 

Rather than viewing this as a short-term anomaly, we believe investors can look at 
the influx of reverse Yankees as a chance to both diversify their portfolios and 
generate alpha in a growing segment of the euro corporate market. 

(Fig. 1) Reverse Yankee Supply Hits New High 
Annual euro-denominated issuance1 by U.S. companies 
As of December 13, 2019 

 

Source: J.P. Morgan (see Additional Disclosures). 1 Issuance = Euro-denominated 
investment-grade corporate (nonfinancials) 

With the exception of a dip in 2018, 2019 appears to be part of a longer-term trend 
of growing reverse Yankee supply. Consequently, U.S. corporates form an 
increasingly large portion of the outstanding euro-denominated debt. At the end of 
the third quarter of 2019, 18% of the Bloomberg Barclays Euro Corporate Bond 
Index was attributed to U.S. companies, with France the only single country with a 
higher share of the total outstanding debt. However, if U.S. names continue to lead 
the new issuance tables, they could become the largest source of outstanding euro 
corporate debt before too long. 

Driving Factors Likely to Continue 

As the wider European corporate bond market continues to grow and mature, U.S. 
names are crossing the Atlantic to diversify their funding sources and investor 
bases. Other reasons for the growing presence of reverse Yankees include: 



• Ultralow yields.Corporate yields in the euro-denominated market 
remain low due to loose European Central Bank (ECB) policies in 
response to low inflation and growth concerns in recent years. The low, 
and in many cases negative, core government yields have pulled down 
corporate yields, meaning that average corporate funding rates in the 
euro market remain meaningfully lower than in the U.S. In short, U.S. 
companies can issue debt with lower coupons than they could by 
staying at home in the dollar market. 

• Tighter spreads. The presence of the ECB’s monthly quantitative 
easing bond purchases, which restarted in November, increases overall 
demand in the market relative to supply. This has squeezed corporate 
spreads, boosting the euro market’s appeal for foreign issuers. 
Additionally, many U.S. companies are able to issue via their European 
subsidiaries, meaning their bonds are eligible for inclusion in the ECB’s 
corporate sector purchase program (CSPP), which restarted again as 
part of the ECB’s monthly quantitative easing purchases. 

• Cheaper cross-currency basis swaps. Cross-currency basis swaps 
are financial instruments that companies can use to convert the 
proceeds from a bond sale in one currency into another. The rate that 
companies can swap euros back into dollars cheapened in 2019, which 
adds to the attractiveness of accessing the low rates in the euro 
market, particularly for companies not necessarily requiring euro 
funding. 

These trends are likely to continue. The ECB has made it clear that its 
accommodative monetary policy will remain in place for the long term. By contrast, 
the U.S. Federal Reserve’s (Fed) policy outlook is more mixed. Despite rate cuts in 
2019, the Fed has appeared hesitant to commit to a sustained cutting cycle and, 
instead, maintains a broadly neutral stance. While eurozone yields could continue to 
rise off their recent record lows, we see them as remaining below yields in the U.S. 
for the foreseeable future. 

(Fig. 2) U.S. Share of Corporate Market Has Grown 
Outstanding euro-denominated debt by country1 

As of October 31, 2019 

 



Source: Bloomberg Index Services (See additional disclosures); data analysis by 
T. Rowe Price. 

1 As measured by Bloomberg Barclays Euro Corporate Bond Index. 

Investors Can Find New Opportunities 

We believe investors should regard the rise of reverse Yankees as an opportunity. 
This market sector offers European investors a chance to gain exposure to U.S. 
names without taking on the currency risk of investing in U.S. dollar debt. This can 
help diversify an investor’s portfolio as well as add potential sources of alpha. 

Another attraction for investors is that spreads on reverse Yankee bonds are often 
wide relative to the company’s fundamentals. European investors can be less 
familiar with many U.S. names, resulting in the bonds pricing or trading in the 
secondary market at a more attractive spread compared with either their 
fundamentals or with a European name with similar credit quality. This creates 
alpha opportunities for active, bottom-up investors. 

Author: David Stanley, Portfolio Manager at T.Rowe Price. To find out more contact 
your financial adviser. 

 

 

 

 

 

 

 

 

 

 



Life or death by committee? 
July 16, 2020 By Ian Slattery 

Hopefully the title hasn’t discouraged any of you – I’m aware the concept of an 
additional committee may not be the most appealing thing to readers! It goes 
without saying that our industry continues to evolve, have more education 
requirements, become more sophisticated, and adhere to a more holistic financial 
planning approach. The industry is growing with more and more Irish people 
choosing to conduct business through a Financial Advisor. Simultaneously, 
regulatory and compliance pressures are clearly evident as the framework 
governing the industry becomes more streamlined and robust. 

Most of this is positive for Financial Advisors, but it does come with added 
pressures as time and resource constraints continue to be felt. One area in 
particular where Advisors can steal a march on competitors whilst also freeing up 
more time to spend with their clients is establishing an investment committee. Whilst 
this is applicable to all Financial Advisors there are a number of scenarios where we 
see this work well: 

1. Multi-advisor offices, or multi-office firms who have a number of 
advisors operating under the one brand. 

2. Advisors who have recently bought a book of business and may not be 
as familiar with the new book of clients. 

3. Smaller advisor offices with a strong personal brand but without the 
administrative back up. 

The idea here is not to make an industry out of this – this all shouldn’t become too 
cumbersome or time consuming to put in place. It should be manageable enough to 
make it worthwhile and useful, with the idea being to free up time elsewhere. The 
committee is not there to make asset allocation decisions, but to provide the 
framework for the selection and ongoing monitoring of product providers and fund 
managers to ensure best outcomes for your clients. There are a number of strategic 
structures you could put in place relatively easy: 

• Permitted investment types 
• Investment principles 
• Frequency and composition of client reviews 
• Determine your key metrics for appraising and ranking providers 
• Determine how often you will review the providers 
• Create standardised investment options for certain client segments and 

profiles. 

There is a commercial aspect to this also. Financial Advisors would no longer be 
starting with a blank page when formulating a plan for a client, but have a 
foundation philosophy which they can apply. Ultimately, this leads to less time spent 
pulling together an investment proposition and more time with clients and 
prospective clients. This streamlines investment recommendations for multi-adviser 



offices, or for offices which have recently completed a merger or acquired a back 
book of business. Studies also consistently show that advisors who have more time 
to focus on meeting clients and prospective clients rather than spending time on 
fund recommendations and research have more successful practices. 

An investment committee could assist in helping to implement specific policies for 
distinct market events and this is certainly no less applicable from where we stand 
today. I don’t think anyone can argue that it has never been more imperative time 
for Financial Advisors to not only help mitigate risks for clients, but also to be able to 
portray this.  For example, you could include in your client recommendation what 
your response would be to a moratorium on property funds, or a double digit fall in 
equities due to a ‘black swan’ event. This also helps bring the client along the 
journey with you and instil discipline across your own financial advisory practice. 
Ultimately, the aim to help save time and streamline your offering. The key benefits 
would include: 

• Helping to ensure that client investment outcomes can be met. 
• Implementing a framework that helps record the processes that went 

into making recommendations and maintaining the suitability of those 
recommendations. 

• Providing improved governance and oversight. 
• Ensuring all relevant regulatory and legislative requirements are 

adhered to. 
• Creating a paper trail for compliance and audit purposes. 

In conclusion, there are some very tangible advantages of establishing an 
investment committee, and associated policies, for your firm. There are a variety of 
opinions on then best way to do this, and each company should tailor their 
approach individually to their needs. However, the advantages of doing so from a 
compliance and regulatory perspective and the potential commercial benefits are 
clear. As the industry continues to evolve it is important to be able to keep pace. 
The above concept is one way where you can operate more efficiently, and 
ultimately continue to differentiate your service. 

Author: Ian Slattery is an Investment Consultant with Zurich Life. Information about 
investing with Zurich can be found at https://www.zurich.ie/savings-and-
investments/ 

Warning: Past performance is not a reliable guide to future performance. 

Warning: Benefits may be affected by changes in currency exchange rates. 

Warning: The value of your investment may go down as well as up. 

Warning: If you invest in this product you may lose some or all of the money you invest. 

Zurich Life Assurance plc is regulated by the Central Bank of Ireland 



How will the coronavirus pandemic change the economy? 
May 13, 2020 By Eoin McBennett 

The coronavirus has already had a significant impact on the economy, affecting the 
restaurant, travel and leisure and retail sectors in particular. But as governments 
start to tentatively lift lockdown measures, should we expect the pandemic to have a 
longer lasting impact on the way we live, work and play? 

These are important considerations for investors, not least because many business 
models will have to change or risk becoming obsolete. While I was listening to a 
radio interview with a celebrity chef the other day for example, he made the point 
that his restaurant would not be able to operate under social distancing rules 
because the fall in revenue from spacing tables two metres apart would be too 
great. He would lose half his revenues while many of his big ticket expenses would 
remain the same. 

There are ways around this of course. Landlords can base rent on a share of 
turnover, making it easier for businesses to operate with the impact of reduced 
customers. But then you need to think about how the landlord pays the mortgage on 
the property. If the bank then suffers a loss on its lending can it then afford to lend 
to that new business down the road? Multiply these linkages up across the 
economy and you will soon have the ingredients for economies and businesses 
changing very quickly indeed.  

Shop ‘til you drop – virtually 

In the main however, we see coronavirus super-charging three pre-existing trends. 
First up is the growth of online shopping. In Ireland, this still accounts for a relatively 
small proportion of turnover for business (4.3% according to the CSO’s latest 
release), even if the Irish tend to shop online with international retailers a lot. 

The trend, however, is clearly for online sales to take a greater proportion of retail 
spending. In the UK, for example, the internet accounts for around a fifth of all retail 
sales, reaching a record high of 22.3% in March. That was no doubt boosted by the 
coronavirus lockdown, but as the quarantine pushes the older generation to start 
forming new habits, we could see the trend accelerate. 

Cloud computing 

Turning back to data from the Central Statistics Office, more than half of us used 
some form of the cloud last year, where you store files online. Cloud computing 
providers (Amazon and Microsoft are the two major players in this space) are the 
big winners from the lockdown, as company executives realise how quickly and 
efficiently cloud computing allows them to scale up – or down – their IT abilities. The 
cloud computing market was already growing quickly but it has a long runway of 



growth ahead of it, with Microsoft announcing just in April that it was planning to 
further increase investment in its cloud business. 

Will we all work from home? 

While we may want to head back to the office to reunite with colleagues when this is 
all over, we expect working from home to receive a boost from the lockdown 
experience. We will still need central places to meet and collaborate but working 
from home is likely to be more common after the crisis than before. 

Our increasing tendency to work from home was already presenting challenges for 
some companies before the crisis. The operators of office canteens, for example, 
had started delivering directly to employees’ desks to encourage them to use the 
canteen more. The thinking was that this would help to reduce lost custom from 
people staying away from the central office location. Whether that strategy can 
entice people enough over the long term remains to be seen. 

Conclusion 

 There has been a lot of attention on the big picture economic impact the pandemic 
has had, but for good or ill, investors need to think about the longer term threats and 
opportunities the pandemic may offer. 

Author: Eoin McBennett, Investment Manager at Quilter Cheviot    
,   https://www.quiltercheviot.com 

  

Investors should remember that the value of investments, and the income from 
them, can go down as well as up. Investors may not recover what they invest. Past 
performance is no guarantee of future results. 

Any mention of a specific security should not be interpreted as a solicitation to buy 
or sell a specific security. 

 

 

 

 



A not so straightforward US election 
October 29, 2020 By Daniel Casali 

Amid all the drama in the US presidential race, it is easy to forget that elections for 
the Senate and House of Representatives (frequently referred to as the House) are 
also taking place concurrently. Nevertheless, these lesser-discussed elections will 
prove important in understanding any US post-election scenarios. A clean-sweep 
for either the Democrats or Republicans would give Joe Biden or Donald Trump 
respectively a far more powerful hand to achieve change. However, divided 
scenarios, whereby the winning candidate does not command control of both the 
Senate and House, can significantly restrict their ability to implement new 
legislation. 

According to opinion polls, a Republican-controlled House seems an unlikely 
possibility, so we turn our focus to four main scenarios: 

#1) Status quo – Donald Trump as President and Republican control of the Senate, 
but the Democrats retaining a House majority; 

#2) Clean-sweep – Joe Biden winning the Presidency and both the Senate and 
House; 

#3) Divided Biden scenario – Biden winning the Presidency and House, but not the 
Senate; 

#4) Disputed election – votes in some states are too close to call and it takes a long 
time to resolve. 

For investors, the main issues are over corporation tax, government spending and 
regulation. Biden looks set to reverse some of Trump’s corporation tax cuts but 
increase spending, while Trump has promised a new round of deficit-funded tax 
cuts for individuals. Trump will almost certainly continue to roll back regulation, 
while Biden has promised new workplace and environmental regulations. On fiscal 
spending, Biden has pledged to spend big (US$2trillion) on green projects, which 
remains unlikely under Trump.1 Neither is expected to significantly roll back the 
pressure on China, but Biden’s approach may be more political than economic. 

Assuming there is a clear result, the status quo (Senate and presidency, the #1 
scenario) is looking increasingly less likely according to the latest opinion polls, but 
Trump often benefits from ‘silent majority’ voters and so this remains a possibility. 
This scenario would probably be most favoured by markets because it would mean 
keeping lower corporation tax levels and less regulation. 

A Democrat clean-sweep (presidency, Senate and House, the #2 scenario) may 
leave stock markets unsettled while they assess the lie of the land. Sectors such as 



energy, financials and technology may struggle whilst green technology may 
advance. 

A divided scenario (presidency and House, but Republican Senate, the #3 scenario) 
could be more neutral to slightly negative for stock markets. As President, Biden 
can wield considerable power in some areas through the appointment of officials 
and executive action, but would be unable to enact significant new legislation. 

The worst-case scenario for markets would undoubtedly be the disputed election 
(scenario #4). Donald Trump has already made it clear that he will not go quietly by 
expressing his significant concerns over ‘mail-in voting’ and his refusal to commit to 
a peaceful transition of power. Counting mail-in ballots is time-consuming and most 
states are ill-prepared to deal with the large increase likely as a result of COVID-19. 
At the time of writing, over 14 million postal votes have already been cast2. 
According to a Democracy Fund survey, more than one-third of Americans intend to 
vote by mail in this November’s election, with Biden voters twice as likely than 
Trump supporters to vote in this way3. 

States also have different rules for assessing the validity of a ballot paper. Mail-in 
ballots may be lost, not counted or rejected because voters are unfamiliar with 
verification requirements. This is very likely to lead to contested and delayed 
results. Postmarks could end up being the new “chads” from 2000, which caused 
significant controversy over what standard of ballots were to be admitted in recounts 
in Florida. 

If the result in individual states still isn’t clear by the so-called “Safe Harbor” date of 
8 December, state legislators may set aside the popular vote and exercise their 
power to choose their representatives directly. This may not always give the 
expected result: for example, the head of the Pennsylvania Republican Party 
suggested that the state’s voters may not end up picking the state’s choice for 
president in November. In other words, it could be extremely complicated. 

The President, unless re-elected, cannot remain in office beyond 20 January 2021, 
when his term ends. If there is no result, one outcome would be for Nancy Pelosi, 
the Speaker of the House and a Democrat, to become acting president. This would 
create a level of uncertainty that could cause significant disruption in markets. The 
last time an election was disputed was in 2000, between Al Gore and George W 
Bush, and the stock market was unsettled in the month it took to get a result.4 This 
dispute could take longer and see even more disruption. 

While recent polls suggesting a strong probability of a Biden victory have likely 
contributed to stock markets’ recent relative resilience, this is only one possible 
result out of many scenarios, including the possibility of a disputed election. Global 
stock markets are certainly not immune from turmoil in the White House, and there 
is the potential for significant short-term volatility. 

Author: Daniel Casali, Investment Strategist at Smith and Williamson 



Sources: 
1 Biden announces $2 Trillion Climate Plan, The New York Times, 11 August 2020 
2 More than 14 million Americans have cast ballots in early voting so far: analysis; 
The Hill, 14th October 2020 
3 Biden voters twice as likely than Trump supporters to vote by mail in November, 
survey finds; USA Today, 18th August 2020 
4 Refinitiv Datastream, calculations by Smith & Williamson Investment Management 
LLP, 14 October 2020 

DISCLAIMER 
By necessity, this briefing can only provide a short overview and it is essential to 
seek professional advice before applying the contents of this article. No 
responsibility can be taken for any loss arising from action taken or refrained from 
on the basis of this publication. Details correct at time of publication. 

Please remember investment involves risk. The value of investments and the 
income from them can fall as well as rise and investors may not receive back the 
original amount invested. Past performance is not a guide to future performance. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Small but mighty 
November 12, 2020 By Jordan Pong 

Global equity markets remain enamored with technology giants despite seismic 
disruptions from the coronavirus. So far this year, market valuations for some 
industry titans have soared, albeit with some recent volatility. The same holds for a 
select few of Asia’s e-commerce and tech giants. 

Since COVID-19 has emerged, the pace of digitization has noticeably increased, 
with more consumers shifting consumption from brick-and-mortar shops to online. 
We continue to see emerging market firms cultivate innovative environments, 
particularly those with small market capitalizations (caps). 

EMERGING MARKET FIRMS SPARK INNOVATION 

The global pandemic has now fast-tracked some emerging trends. We believe 
smaller companies are situated at the cusp of transformative investment themes 
with some strong tailwinds. Despite recently lagging businesses with a larger 
market cap, we think the current environment is fertile ground for small-cap 
opportunities, particularly in companies tightly aligned with macro trends. 

We’ve observed two accelerating trends: 

• Biometric wearable technology. This trend lies at the intersection of 
wearable technology and early COVID-19 detection. The pandemic has 
spurred people to become more aware of their overall health, driving 
the demand for wearable monitors that measure respiratory rates or 
even heart-rate function via electrocardiogram (ECG). While fitness 
bands and smartwatches share some basic smartphone features, they 
are still categorized separately. That said, the lines are becoming 
increasingly blurred between everyday wearables and specific medical 
devices.A prominent Chinese cloud-based healthcare services provider 
released its second-generation wearable artificial intelligence (AI) chip 
which places sophisticated algorithms directly on the wrist or inside the 
ear. The next-generation chip can detect atrial defibrillation, an irregular 
heart rhythm, seven times faster than the previous model, and 26 times 
quicker than similar algorithms. 

• Consumer premiumization. As COVID-19 has scrambled how white-
collar professionals commute to work, we examine how permanent 
infrastructure changes in many large European cities are making 
electric ‘e-bikes’ a key strategy to combatting climate change.E-bikes, 
which have battery-run motors to assist pedaling, are generally cheaper 
to run than an automobile and at times outpace public transport. While 
e-bikes are generally cheaper to run than cars, they are typically three 
times the price of traditional bikes and thus we think merit a position in 
the consumer premiumization theme. Mid- to higher-end designs 



include ultra-light frames, custom motor options controlled through a 
smartphone app, and regenerative braking, a system that recoups 
wasted energy while stopping. 

We see some truly innovative developments in emerging markets small-cap 
companies, some which we consider have greater long-term potential compared 
with larger peers. Smaller companies are generally primed to take advantage of 
changing trends and events as they tend to be more agile, which strengthens our 
investment case. While COVID-19 has reinforced our positive outlook for e-
commerce giants, it has also accelerated some tailwinds supporting smaller 
companies. 

Author: Jordan Pong Research Analyst, Franklin Templeton Emerging Markets 
Equity. If you want to find out more about Franklin Templeton solutions talk to your 
financial adviser 

  

WHAT ARE THE RISKS? 

All investments involve risks, including possible loss of principal. Stock prices 
fluctuate, sometimes rapidly and dramatically, due to factors affecting individual 
companies, particular industries or sectors, or general market conditions. Special 
risks are associated with foreign investing, including currency fluctuations, 
economic instability and political developments; investments in emerging markets 
involve heightened risks related to the same factors. To the extent a strategy 
focuses on particular countries, regions, industries, sectors or types of investment 
from time to time, it may be subject to greater risks of adverse developments in 
such areas of focus than a strategy that invests in a wider variety of countries, 
regions, industries, sectors or investments. The technology industry can be 
significantly affected by obsolescence of existing technology, short product cycles, 
falling prices and profits, competition from new market entrants as well as general 
economic conditions. Smaller and newer companies can be particularly sensitive to 
changing economic conditions. Their growth prospects are less certain than those 
of larger, more established companies, and they can be volatile. 

The companies and case studies shown herein are used solely for illustrative 
purposes; any investment may or may not be currently held by any portfolio advised 
by Franklin Templeton. The opinions are intended solely to provide insight into how 
securities are analyzed. The information provided is not a recommendation or 
individual investment advice for any particular security, strategy, or investment 
product and is not an indication of the trading intent of any Franklin Templeton 
managed portfolio. Factual statements are taken from sources considered reliable, 
but have not been independently verified for completeness or accuracy. These 
opinions may not be relied upon as investment advice or as an offer for any 
particular security. Past performance does not guarantee future results. 

 



PENSIONS 
 

O Pension reform, where art thou? 
March 31, 2020 By Eugene Foley 

In February 2018 the Government launched with some hype and fanfare a detailed 
future plan for pensions in Ireland, the plan entitled “A Roadmap for Pensions 
Reform for 2018- 2023” would have seen significant changes to the pensions 
landscape affecting all pension schemes large and small.  This would particularly 
affect small company and one-man pension arrangements. Industry experts 
estimated that the changes would add €2,000 to €3,000 per year to the cost of 
administering a one-man pension scheme. No estimates were provided for the 
increased cost of administering the pension schemes for the backbone of the Irish 
economy, i.e. small and medium sized companies.  However, it is believed by the 
pensions industry that these changes will be so great it could force the closure of 
many thousands of pension schemes unless they merge to remain in existence. 
Master Trusts, a legal and governance framework for merging these schemes are 
being set up by large pension providers to cater for these radical changes. 

The pension road map laid out some key objectives for the forthcoming years 
specifically, 

• A new auto enrolment scheme which would automatically deduct 
pension contributions from employees’ salaries and remit these 
contributions to a pension provider. 

• Increased governance and regulation of pension schemes. 
• Measures to support the operations of defined benefit pension 

schemes. 
• Public sector pension reform. 
• Measures to support fuller working lives. 

This reform had 43 actions designed to give effect to the objectives set out in the 
plan.  Most of these actions have not been executed because as the adage goes 
“no plan survives contact with the enemy “and this has certainly applied to these 
pension reform plans. 

The reform of the state retirement plan hit choppy waters in the recent election with 
all political parties backtracking on the planned increase in the retirement age 
before one is eligible for the state pension. The state pension originally became 
payable at age 65, it is now intended that the retirement age will increase from age 
66 (currently) to age 68 on a phased basis between now and 2028.  As the reality of 
this reform strikes home, retirees are being forced to leave the workforce without 
the safety net of the state retirement pension.  Rather than a guaranteed income, 
they are obliged to sign on for job seekers allowance after many years of 



contributing to the social insurance fund.  Politicians of all hues are beating a hasty 
retreat. 

While a Strawman proposal was floated for the auto enrolment plan, progress on 
achieving consensus on a way forward was elusive. One of the big headwinds 
facing the project is the immense difficulty of collection and management of small 
pension contributions from many investors and arranging for the investment of 
these monies. Consideration is being given to the establishment of a publicly owned 
collection agency with responsibility for this task. However, progress has been slow 
and has now arguably stalled indefinitely. During the economic downturn of 2008 
and the following years, the government may well have deferred the implementation 
of an auto enrollment plan because of the macroeconomic effect of removing 
spending power from the economy on a large scale. Given the current collapse in 
demand in our economy as a result of the prudent measures the government is 
currently taking to save lives, it is very possible that they will postpone this plan until 
we enter calmer waters. 

Choppy waters and headwinds are not the only challenges facing the reform 
program.   Cannon fire in the form of a legal action by an industry group (the 
Association of Pension Trustees of Ireland) against the increases in governance 
and regulation together with questioning of the market impact of these measures by 
a Dail committee have stalled the implementation of the plan.  Consequently, the 
Government is now in breach of EU rules. It was and still is a requirement of the 
EU, that a new pensions directive (IORP II) which created many of these new 
regulations should have been implemented by January 2019. This date has passed, 
and the directive has not been implemented. 

The range of problems experienced over the past decade by defined benefit 
pension schemes has now become even more acute with recent large falls in the 
value of assets coupled with the risks of investing in government and corporate 
securities becoming ever greater. These challenges could force the closure of 
defined benefit pension schemes at an even more rapid pace than experienced 
since the end of the Financial and Euro crises. The measures in the reform program 
were administrative and regulatory rather than the provision of any direct financial 
support, so it seems inevitable that in time the only defined benefit pension 
schemes left will be for public sector employees.  Likewise, little progress has been 
made on the ‘fuller working lives’ element of the reform plan. 

It may well prove that the overly ambitious aspects of the government reform plan 
may be reviewed in order to successfully execute more selective policies. If we 
consider just how revolutionary some of the changes being considered under the 
framework of reform are, (see below) a pause for reflection and a more phased 
approach may deliver the necessary reforms. 

• Getting rid of all one-member pension schemes. 
• Amalgamating all pension schemes below perhaps 500 members. 
• Restricting tax relief at the higher rate to fund for pensions for lower 

paid employees. 



• Obliging low paid workers who will (according to the ESRI) already 
have more income in retirement (than they currently have while 
working), to save even more for their retirement. 

• Removing a plethora of existing pension contracts. 
• Adding a range of new pension contracts. 

There is a full in-tray for the new Minister for Employment Affairs and Social 
Protection whoever he or she might be. Interesting times ahead. 

Author: Eugene Foley, Managing Director at Harvest Trustees, an associate 
Company of Harvest Financial Services. To find out more go 
to www.harvestfinancial.ie 

 
What the ARF? 
June 29, 2020 By Paul Murray 

To date I’ve written on pensions in general, the EU Directive IORP II which could 
still disrupt the Irish pension market in a really negative way and Personal 
Retirement Bonds (PRBs), so now Frank decided it was time I jumped the fence 
and talked about ARFs (approved retirement funds), what you can, and most do, 
with their retirement funds when they actually draw pension benefits. 

Cast your mind back to 1999, April 6th 1999 to be exact, the economy was growing 
nicely, there was no pension fund threshold, no limit on your tax free lump sum and 
we still paid for stuff in punts – overall life was good. 

Charlie McCreevy was Minister for Finance and he had decided on a radical change 
on how we got access to our pension benefits.  He decided we were all grown up’s, 
wore big boy pants and should be allowed manage our retirement fund as we 
wished – pre and now post retirement. 

Charlie introduced the ‘ARF, all hail the ‘approved retirement fund’. Now prior to 
ARFs, at retirement, you took a tax free lump sum based on your salary and service 
(if in an employer pension scheme) or a 25% tax free lump sum (if invested in an 
RAC) and you bought an annual income (AKA an annuity) for life with the remainder 
of the fund. 

Charlie’s introduction of the ARF was radical move in an industry where the word 
‘radical’ doesn’t get a lot of mileage, instead of the old annuity route you could 
actually take the balance of the pension fund (subject to the silly AMRF conditions) 
and invest the funds yourself – create your own portfolio for yourself. 

So ARF versus an annuity? 



Fast forward to today, after you take your lump sum, you have the option between 
an ARF and an annuity, essentially they are retirement polar opposites, apples and 
oranges. 

With an annuity you buy an annual income for life, i.e. you essentially swap the 
capital amount of the pension funds and get an annual income in return.  If you live 
a long time you’ll probably come out a winner, if you die relatively quickly after 
buying the annuity you’ll lose the ‘bet’ (unless you say bought a spouses annuity 
etc.).  The annual income is fixed, if albeit increasing by a fixed amount or inflation 
every year, you don’t make an investment decisions and how much you get paid 
each year is not related to investment returns, and on death there is no ‘left over’ 
fund. 

An ARF on the other-hand is the orange to the annuity apple, you don’t buy any 
form of guaranteed income, the value of the ARF is ‘beneficially’ yours, i.e. in the 
event of death it forms part of your estate and you can invest the funds as you so 
wish; either through an insurance company ARF or through self-directed ARF, 
income is not guaranteed and it can ‘bomb out’, i.e. you can run out of money in an 
ARF. 

Really the only similarity between an ARF and an annuity is its tax treatment, an 
annuity payment is treated as income and is taxed under the PAYE system and so 
are payments from an ARF – tax is deducted at source like salary and you receive 
the net after tax payment. 

Which one you chose will depend on factors such as your risk profile, health, desire 
to access capital and inheritance wishes. 

So how much can I draw from my ARF? 

The rules around ARF drawdowns have gone through a number of iterations over 
the years, from no obligatory annual drawdowns to the situation we have now; 

•         – 4% p.a. of the value of the ARF if you are over 60 

•         – 5% of the value of the ARF if you are over 70 

•         Note however that if you are lucky enough that the total of you ARFs exceed 
€2 million, you must take out 6% p.a. 

You can potentially take all of your ARF in any year, simply the withdrawal would be 
fully taxable as income, so the above 4%, 5% and 6% figures above are the 
minimum that must be taken each year. 

Investment options 



You can invest in a wide range of investments but there are some investments that 
tax legislation doesn’t like and will tax you for being naughty – these are contained 
in Section 784A Taxes Consolidation Act 1997, in broad terms you can’t buy from, 
sell to, let to or lend funds from your ARF to anyone connected to you or invest in a 
close company (actual or deemed) that someone connected to you is already 
invested in. 

One Quirk – ARFs are not considered pensions 

ARFs and AMRFs (I’m touching on these in a line or two), are not pension schemes 
and as such do not fall under Revenue rules or the overseas transfer regulations re 
pension transfers, any transfer abroad is treated as payment to you and will be 
taxed as income in your hands.  Strangely enough PRBs are also treated differently 
to employer pensions and PRSAs as they can only be transferred to the UK and no 
further. 

So if you are contemplating moving abroad and are in receipt of ARF income 
professional advice is needed as it is a very complex area that can create 
unexpected and unrecoverable tax liabilities due to most DTT (Double Taxation 
Treaties) being silent on ARF income versus annuity income. 

AMRFs 

Let’s close this article out with a small bit on AMRFs, AMRFs (approved minimum 
retirement funds) were a strange idea Charlie McCreevy had that required you 
originally to invest £50K (now €63,5K) in an investment vehicle you couldn’t access 
until age 75, or death if earlier. 

You didn’t have to invest this £50K/€63,5K if, at the date you drew down your 
pension benefits, you had a guaranteed income of £10K / €12,7K p.a. or bought an 
annual income with £50K/€63,5K. So in practice if you qualify for a full age pension 
there is no longer a requirement for an AMRF. 

Now at least 

A)     You can draw 4% of the AMRF as income ever year (it is taxed), and 

B)      The €12,7K guaranteed income test is available anytime, so whenever you 
reach that threshold after drawing your pension benefits your AMRF becomes an 
ARF and you can draw from it annually or access it all (don’t forget the PAYE bit I’m 
mentioned earlier) 

Fingers crossed you 

1)      Survived reading to this point, and 



2)      Managed to get a little information about ARFs than you had before you 
started this article 

Author: Paul Murray is a Director at Quest Capital Trustees, www.qct.ie, 9 
Fitzwilliam Square, Dublin 2 

 

 

The coronavirus and the impact on occupational pension 
schemes 
May 27, 2020 By John Harkin 

The coronavirus has had a dramatic economic impact and has forced Employers to 
shut down their business or at least lay off countless numbers of employees as the 
government tries to slow and eventually stop the spread of Covid-19. Employee 
benefits represent a significant liability for employers and in this article we consider 
the issues employers need to address with their pension schemes. 

Paying contributions into company pension, death-in-service and income protection 
premiums require two key elements. 

• The employee has a job with income 
• The employer has a sustainable business. 

These two elements have been greatly affected over the past few months and are 
expected to continue to be impacted over the coming months and perhaps even 
longer. 

We will look at this in relation to temporary and permanent layoffs. 

To avail of death-in-service (life cover) and Income Protection cover, the recipient 
must have an income. In general, the Life companies are continuing to provide 
these benefits based on full salaries for those on temporary layoff or where salaries 
have been reduced. The Life companies need to be advised as soon as this 
situation arises, and most will review their position on this in July 2020. It is also 
depended upon employers continuing to pay premiums on behalf of their 
employees. Members of these schemes are only covered while they are employees 
of the company, so in the case of permanent layoff, cover ceases. In this instance 
there may be a continuation option, (continuation option allows the individual who is 
permanently leaving employment to set up their own life policy without having to be 
medically underwritten). The mechanism for this option will depend on the scheme 
rules and the scheme underwriter. 



The Life companies are dealing with the impact of the coronavirus in similar ways to 
each other, and the consistent focus is to be as flexible as possible in order to help 
customers and companies whose incomes have been impaired to such a scale 
during this crisis. Their flexibility is limited, and it is important to examine this here. 

In relation to pension contributions most of the Life companies have introduced a 
process where employers and/or employees may wish to skip some months of 
premium payments. In this instance, the process to be followed by the employer is 
to notify the Trustees of the scheme and copy the relevant Life company with their 
instruction. This notification should be sent by a director of the company or 
company secretary and should include: 

• Confirmation as to whether this is a temporary suspension or a 
permanent cessation of contributions 

• Confirmation around what contributions are being suspended e.g. all 
contributions (employee, employer and AVC) or Employer only. 

• Confirmation on how long contributions are to be suspended for 

On receipt of the above instruction by the Life company, the scheme rules will be 
reviewed to identify, for instance, if a temporary suspension of contributions is 
allowed under the rules of that particular scheme. If they can proceed with the 
suspension of contributions, there are a number of steps which need to be taken by 
the Life companies in conjunction with the Trustees approval. At the outset, the 
employer will be required to sign off member notification letters and distribute these 
communications to members. 

It is important to note that the suspension of contributions is the employer’s decision 
and there may be Revenue issues and Trust implications. Therefore, they should 
seek independent pension legal advice and employment contract law advice. 

The Pensions Authority has very recently given an update regarding the suspension 
of employer contributions, this is what they said: 

“An employer’s obligations to make pension contributions is governed by 
employment contracts, pension scheme rules, and in some cases, specific sectoral 
legislation. The Authority does not have the power to override these obligations. 

Employer’s situations differ. There is no single answer for all employers and each 
employer must consider its situation. We would advise any employer considering 
the suspension of pension contributions to discuss the matter with the scheme 
Trustees and to liaise with their service providers and advisors including seeking 
legal advice.” 

The following is a non-exhaustive list of matters that should be considered by 
employers/trustees: 



• Scheme rules, in particular in relation to contribution cessation or 
reduction and notice periods 

• Provisions of employment contracts relating to pensions 
• The obligation under section 58A of the Pensions Act to make any 

employer defined contribution payment due 
• Possible impact on death in service benefits 
• Possible impact on insured defined contribution schemes if regular 

contributions cease 
• Engagement with/communications to affected employees. 

Hopefully this crisis will pass, and life and business will get back to a good degree 
of normalcy. Until then, I believe that the Life Companies, the Brokers/Advisers and 
the Government will do all they can to alleviate as much as possible, the challenges 
facing people businesses during this unique period in our history. 

The key messages here are for employers and employees to seek as much 
information obtainable from the Life Companies, your Financial Broker/Advisor and 
Government as to what can and can’t be done when it comes to dealing with issues 
affecting their benefits related to their Occupation Pension Scheme during the 
Coronavirus pandemic. 

We will prevail. 

Author: John Harkin HDipBusM, ND Law, QFA, Executive Director, Harkin 
Insurance and Investments Limited. 

 
Mind the standard fund threshold 
October 29, 2020 By Eoin Hassett 

The Standard Fund Threshold is a topic that many advisors and clients feel should 
be the focus of high net worth clients only, however this is not the case. Modest 
funding over a long period of time can lead to ‘average’ clients breaching the 
threshold. The potential to breach the threshold may be further compounded by the 
current political focus on the threshold. While Sinn Fein’s desire to bring the 
threshold in the Republic in line with that of the North (£1,073,100) may not come to 
pass, it does make it unlikely that the current €2,000,000 Irish Threshold will 
increase in the coming years. 

So, what can you do as an advisor to help your clients avoid paying the punitive 
excess fund tax? The simple answer is to keep the threshold in focus at all times 
when discussing pensions with your clients. It can be difficult to do this during 
‘pension season’ when the clients main focus is on reducing an immediate tax bill, 
however refocussing your client on long term planning can avoid them generating 
an unnecessary tax bill in the future. 



To illustrate this, we will look at a number of examples where seemingly ordinary 
clients can create an excess fund tax problem for themselves in the future purely by 
being good savers. For the below examples I will be making a number of 
assumptions: 

1. The Standard Fund Threshold will remain unchanged, 
2. Long term investment growth will be 5% p.a. net of all fees 
3. Annual Contributions index at 3% p.a. 

In the first scenario if we look at a 40-year-old client with a pension fund of 
€400,000 making an annual contribution of €20,000. Although the amounts do not 
seem excessive the client could end up with a pension fund of €2.7 million at 65 
leading to an excess fund tax of €224k. 

How could good financial planning help a client in this situation? The most obvious 
solution for the client would be to retire the pension fund shortly after reaching age 
60 when it achieved the important value of €2,150,000 (€2,150,000 allows the client 
to retire the scheme, and offset the €60,000 tax payable on the €500,000 retirement 
lump sum against the excess fund tax due of €60,000). This option may lead to a 
situation where the client is unnecessarily paying tax on annual income from an 
ARF or an annuity while they are still working full time. The second and perhaps 
more favourable option for this client, to mitigate the breach, would be to reduce or 
stop the annual contribution well in advance of approaching the Standard Fund 
Threshold, thereby allowing for future growth and possible some element of 
contributions closer to retirement. 

In the second scenario if we look at a 50-year-old client with a pension fund of 
€1,000,000 with the intention to retire at 65. If the client ceases contributions 
immediately they could have a pension fund of just under €2.1 at age 65. There is a 
strong temptation to simply accept a contribution from the client in the run up to the 
pay and file deadline, however proper planning could avoid creating a significant 
problem for the client in later years. 

Finally, we will look at a client aged 30 who is starting a pension and saving 
€12,000 per annum with the intention of retiring at the age of 65, in this case the 
contributions will increase by 6% each year. 

Again, the amounts do not seem excessive, however the client could end up with a 
pension fund of €2.73 million at 65 leading to an excess fund tax of €233k. 

So, what is the takeaway from these examples? 

Firstly, the earlier you fund a pension the easier it is to amass a significant sum. 
Secondly the time to start planning for a Standard Fund Threshold breach is as 
soon as your client starts their pension. 



If someone is already in breach of the Standard Fund Threshold or will be before 
their normal retirement age, there are some solutions available: 

1. It may be possible to retire the scheme immediately if the client is over 
the age of 50 and can move to another employment or cease working. 
If the client is a company owner, they would need to cease all ties with 
the company from which they will retire. It is important to remember that 
a pension scheme can be transferred from one company to another if 
required. 

2. A client may defer drawing down some or all of their pension fund. The 
excess fund tax is only chargeable on certain transaction’s (retirement 
& overseas transfer), if a client dies before drawing a pension fund the 
excess fund tax is not applied. The use of multiple PRSA’s can be very 
beneficial in this scenario as it allows for split retirement while also 
allowing clients to plan around the four times salary problem that large 
occupational pension schemes often fall foul of. 

3. The final option is to move the scheme interstate to an IORP approved 
pension product. Interstate transfers are benefit of crystallisation 
events. This means that if the pension fund is in excess of the Standard 
Fund Threshold at the time of transfer, the excess fund tax must be 
paid immediately. After the fund arrives in the receiving pension 
scheme it is now that states pension rules that govern any excess fund 
tax. In many states such as Malta, pension funds can grow to any size 
without incurring any penalties. It is important to note that a Bona Fide 
Declaration must be completed and submitted to Revenue for such 
transfers. 

To summarise, there are a number of options available to pension investors who 
are in the fortunate position of having built up a pension pot sizable enough to 
generate an excess fund tax. Financial advisors can help their clients save 
significant tax bills through some complex planning after the problem has already 
arisen. More importantly good cash flow modelling on an annual basis should avoid 
an excess fund tax issue arising in the first place. 

Author: Eoin Hassett, Independent Trustee Company. For further information, 
please email justask@independent-trustee.com. 

 
 
Pension reform or hot air? 
December 17, 2020 By Paul Murray 

The government published its Interdepartmental Pensions Reform and Taxation 
Group (IDPRTG – that rolls off the tongue so easily) report on the 13th of last month. 



The IDPRTG is led by the Department of Finance and members are from the 
Department of Public Expenditure and Reform, the Department of Social Protection, 
the Revenue Commissioners and the Pensions Authority. 

The aim of the report is to consider three general areas: 

• simplifying and harmonising the supplementary pension landscape; 
• an assessment of the cost of State support for pension savings; 
• review the Approved Retirement Fund (ARF) regime 

So, what does this really mean in lay-man’s terms? 

Well, it means ditch EPPs (by this I mean one man occupational pensions including 
SAPS), PRBs (AKA BOBs) & RACs (AKA PPPs) and replace them with a PRSA 
product that actually performs the same way, look at reducing the tax relief available 
on contributions to pensions (marginal to standard rate or a 25% credit system like 
what is being proposed with Auto Enrolment), ditch the AMRF and ultimately 
replace the ARF for a life-long PRSA. 

Ultimately the goal of the report and the group is to simplify the regime that currently 
exists, which is fair enough as it is quite complicated where, for example; 

• PRBs cannot transfer to a PRSA but can to an ‘EPP’, 
• RACs cannot transfer to an ‘EPP’ but can to a PRSA, 
• the 15 year ‘rule’ stops certain transfers from an ‘EPP’ to a PRSA, 
• death benefits etc. payable are a function of your employment status 

and what you invested in / through 
• and access to benefits at drawdown can also be different depending on 

what type of product what you invested in/  through. 

In fairness it is a bit of a mess! 

The suggestions contained in the report are, broadly speaking; 

1. A)Harmonise the rules between PRSAs and other arrangements – 
2. so look at contribution limits for employers on PRSA contracts 
3. drop the potential for BIK element on employer contributions to a PRSA 
4. get rid of the 15 year ‘rule’ on transfers to a PRSA 
5. B)From a TBC date no more sale of PRBs and RACs but allow existing 

PRBs & RACs to die out over time with the facility for PRBs to transfer 
to PRSAs and RACs to transfer to ‘EPPs’ 

6. C)Get rid of the antiquated and quite pointless AMRF requirement 
7. D)Ultimately replace the ARF regime with a ‘whole of life’ PRSA 
8. E)Allow for NRA (normal retirement age) to start from age 55 
9. F)As Gaybo used to say ‘there is one for everyone in the audience’, 

ARFs for all, that is if you went for the salary and service option in an 
EPP the balance of the fund would be allowed move to an ARF 



10. G)There are a few other smaller things recommended like 
standardising the definition of ‘ill health’ and allowing life cover be 
included with a PRSA, and implicitly killing off the one member EPP 
through PRSA changes and IORP II (don’t get me started on that 
again!!) 

(dropping TLAs, three letter abbreviations, would be a great move!!) 

So my thoughts on the report 

The current regime is a mess, it’s a cluster f*** and needs significant reform.  I don’t 
have an issue with a much simpler system, in fact I welcome it.  People have to 
know why saving for their retirement is a good thing and understanding what a 
pension is and why it’s a good thing needs to be within the mental grasp of all.  The 
harder the system is to understand the easier it is for someone to decide not to 
engage with it. 

My fear is however we have been here before several times before, the National 
Pensions Policy Initiative (NPPI) was published in 1998 and we have bounced 
around with reports and no real action for over 20 years at this stage. 

• National Pensions Policy Initiative (1998) 
• National Pensions Review (2005) and Special Savings for Retirement 

(2006) 
• Green Paper on Pensions (2007) 
• Commission on Taxation Report (2009) 
• National Pensions Framework (2010) 
• OECD Reviews of Pension Systems: Ireland (2014) 

I’m sure I could find more reports if I tried but you get the point. 

(As side observation – it appears that whenever Auto Enrolment is even whispered 
about we have a recession, karma is telling us something!) 

I am hoping that this report and its recommendation are implemented and 
implemented quickly, the easiest thing would be to place a new regime over the 
existing one, i.e. change the PRSA legislation to allow it act the same as an EPP or 
RAC / PRB , allow (as the report recommends) existing EPPs, RACs, PRBs run 
their course with a few tweaks. 

Also – grant the exemption to one member schemes provided for in IORP II and let 
the regime continue on as it which creating the new simpler system 
over………………hopefully there will be consultation with industry representative 
bodies before (if) any of the recommendations are implemented. 

Author: Paul Murray is a Director at Quest Capital Trustees, www.qct.ie, 9 
Fitzwilliam Square, Dublin 2 



 
 
Your Pension – Your Priority 
December 17, 2020 By John Harkin 

Every year there is a crazy rush to make annual backdated contributions to pension 
funds and then it is forgotten for another year. There has to be a better way! 

We have got to start looking at retirement planning as an essential part of living, as 
a high priority next to buying a home. The problem is that people are focussed on 
the contributions they make based on the tax relief and not the benefit they will 
receive when their income stops. Ideally they should be focused on what it is they 
will need when their working days are over. 

The irony of not investing in an adequate pension plan is that people in retirement 
have much more time to do things like travelling abroad, spending money on their 
children and grandchildren and they may be faced with higher unforeseen medical 
expenses. Some may have outstanding loans and the mortgage is not fully paid off. 
So, two thirds of their final salary may not be sufficient in the immediate years after 
retirement. 

In 1950 the life expectancy in Ireland was 65, in 2020 it is 82.35 and in 2050 it is 
projected to be at 86.35 (source: United Nations). To live that long with so much 
time on your hands and very little money, after retirement, would be a tragedy. 

We must assume that most people will have to stop working between 60 and 65 for 
several reasons; they have to because their employment contract dictates, they 
want to as they have other pursuits they want to follow, they are not strong or well 
enough to continue.  No matter what the reason you are pretty unique if you are still 
working after 65. 

We have considered some of the key issues you should think about when planning 
for retirement and we are not going to use tax relief as an incentive! 

Strategy 

What Is Your Time Horizon? 

Your age now and your expected age at retirement are the key elements to creating 
an efficient retirement strategy. Your time horizon will determine the level of risk you 
can take in your investment portfolio. The longer the investment period the higher 
the level of risk. If you have 25 years or more, you should have most of your assets 
in riskier investments like stocks. These are more volatile but have historically 
outperformed other assets such as government or corporate bonds which have 



been less risky. When we talk about long term, we mean more than 10 years, 
medium term, less than 10 and more than 5 and short term, less than 5. 

Furthermore, you need returns on investment that will outpace inflation. You will 
always need to maintain your purchasing power throughout retirement. Inflation 
erodes the value of your money over time. So, what might be perceived as a 
substantial sum looking forward into the future, can have little value when you arrive 
there and start to spend it. Over 25 years, an inflation rate of 3% can reduce the 
value of your investment in real terms by over 50% 

Warren Buffet is a big believer in compound interest. He tells the story of the Court 
Jester and the King where the King has a huge Kingdom but no cash at hand, so 
the Jester asks him to put one grain of barley on the squares of his chess board 
each day he performs for him but with one small difference. He asks him to double 
the quantity each day as they go along. When the chess board squares are filled, 
the amount of barley is so vast that the King owes the Jester his kingdom. Again, 
this story demonstrates the power of investing over longer periods in assets which 
give high returns over time. 

Portfolios for older people with less time to go to retirement should be more 
cautious when allocating funds to assets. A mixture of assets such as bonds and 
commercial property are more suitable investments for timeframes of less than 10 
years. An even lower risk strategy, a mixture of cash and bonds is advisable for 
timeframes less than 5 years. Preservation of capital is the aim for this shorter time 
horizon. 

Costs. 

Having an accurate estimate of what your expected expenses will be in retirement 
will determine what you need to have in assets when you retire. This is imperative, 
because it will affect the amount you withdraw each year and what your investment 
strategy will be post-retirement. You will outlive your portfolio if you underestimate 
your required expenses. Also, one can only invest small amounts in high-risk funds, 
such as stocks at this stage of their life as they would be susceptible to losing too 
much in the short term. 

Calculating expenses is a tricky business and requires a complete understanding of 
a person’s income, expenditure, assets, and liabilities now and a projection of what 
these will look like in 10, 20 30+ years’ time. This is where your Broker or Financial 
Advisor comes in. They will have the tools and the skill to manage and implement 
this process. 

To give an example of what it takes to build a fund let us look at a 30-year-old with 
an income of say €75,000 a year. To accumulate a fund of €1,000,000 by the time 
he/she is 60 will require a contribution to a pension fund of €1,000 per month for 30 
years. (Assuming a growth rate of 3.75% and indexation of 2.5%). Remember the 
€1,000,000 has not been adjusted for inflation. 



Tax 

Even though we have not mentioned tax relief as an incentive to invest in your 
pension plan it is important to talk about taxation in retirement when you are 
drawing your pension. After taking a tax-free lump sum, potentially all the fund 
remaining is taxable. So once the spending requirements in retirement are 
determined we must ensure the feasibility of the portfolio of producing the needed 
income by calculating the income after tax. For example, a 66-year-old married with 
a single pension income of €50,000 per annum will take home €42,237. Therefore, 
the required income to cover the projected expenses is €42,237. If you are drawing 
from an Approved Retirement Fund (ARF), you ideally will need a fund which will 
sustain this income for as long as you require it. Possibly 20 years. 

Investment Risk Tolerance 

No one should ever be shocked when their pension fund has performed badly over 
a certain period. Upset, maybe, but not shocked. If they are, it is usually down to a 
misunderstanding or miscommunication between the Broker/Advisor and the client. 
As discussed earlier the riskier assets are for longer terms, low risk for short term, 
but we must also analyse where each client is regarding their risk tolerance. You 
need to be completely comfortable and fully understand the risks being taken in 
your portfolio. It is also advisable to look at how your investments are performing in 
relation to the overall time horizon and not to be examining every fluctuation in the 
markets. Expect it to be somewhat volatile. Markets will go through cycles. They will 
go up and down. If you are comfortable that they can achieve your ultimate goals, 
stick with it. 

Summary 

You, as a young person, should ensure that there is enough money to sustain the 
older you in the future. The older you, may be tired or sick or just want to follow 
dreams that will require sizeable funds. Your pension fund is a means to that end. 
This will be the platform to build on in retirement. 

When you have a significant pension fund you can always cash-in other assets like 
property to pay for your retirement plan, even downsizing your home. But the 
pension plan will be the bedrock of your post-retirement future………………… and 
we still have not mentioned tax relief!!!! 

Author: John Harkin HDipBusM, NDlaw, QFA. Executive Director, Harkin Insurance 
and Investments Ltd. 
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Disclaimer: 

All information provided on this publication is of a general nature only and does not 
constitute personal financial advice. The FM Report or editor makes no 
recommendation about any investment or financial product information discussed 
on this publication. 

The information contained in the articles s represents the views and opinions of the 
authors, not The FM Report. Articles are published in good faith from a wide variety 
of sources, which we consider to be reliable at the time of publication, however, we 
cannot guarantee this and we do not provide any representation or warranty as to 
quality, accuracy or reliability of any material in this publication. Changes to 
taxation, estate planning, insurance, social security, pensions and other laws and 
regulation as well as individual product design mean that the accuracy of 
information will change over time 


