Personalised Client Review Service Evidencing 
An Explanation of the Rationale for Default Settings
The purpose of this document is to present the rationale for the metrics and monitoring thresholds used in the Personalised Client Report Service (PCRS). It considers the methodology used in calculations, and the logic for any assumptions made in deriving results. 
This is intended to support advisers in evidencing their Compliance processes. This does not mean Royal London takes responsibility for outcomes monitoring: using the insights presented here or otherwise, advisers must satisfy themselves that they have robust and appropriate oversight in place to avoid foreseeable harms and help their clients achieve good outcomes. 
This document was drafted in May 2026 using economic data from end Q1 2026. We will update this document annually, with next update expected to be published in May 2027.
Products & Investments
1. Overview table
Unrounded valuations at product level are shown for the start and end of the selected review period which reflect all contributions made, charges paid, and any ProfitShare earned. Investment return over this period, and an annualised growth rate since the inception are also shown. 
These returns are calculated on a money-weighted basis to best reflect the actual growth the client has experienced. However, certain cashflows will not be included in the growth calculation and therefore will erode/increase investment growth. These include but are not limited to:
1. Royal London charges (AMCs/rebates) 
2. Any money paid into the plan for Profit Share/With Profits bonus within the review period.
3. Any dividends received from investments.
Links to the factsheets for the client’s current investments are also provided in the ‘Investments’ section of the Discussion Aid. These factsheets present time-weighted returns to support fund performance comparison.
2. Money in during this review period
 PCRS reflects contributions once they have been fully processed and applied to the plan, using a prior-day valuation approach to ensure all transactions are finalised. 

3. Remaining money in allowances
Figures are shown in respect of the tax year in which the end of the review period falls. No adjustments are made for unused allowances for previous tax years which overlap with the review period and may still be available for the client to carry forward. 
Royal London has no knowledge of pensions the client has elsewhere and so these figures are estimates based on the contributions this client has made to their Royal London policies. Similarly, Royal London has no knowledge of the client’s earnings and tax circumstances. Therefore, no adjustments to estimated allowances are made in respect of tapering. 






Planning Ahead

1. What age do you plan to?
 Our default sustainable income monitoring uses a time horizon aligned to ONS life expectancy, defined as the age at which 1 in 4 individuals of the same gender are expected to survive, based on the client’s current age and gender.
Our Rationale
· Using drawdown rather than purchasing secure income leaves a client exposed to investment and longevity risks and an appropriate level of prudence is required. While insufficient prudence can lead to ruin, too much prudence can inhibit a client’s ability to have a good quality of life. The level of prudence therefore needs balance. Our default assumptions use the upper 25th percentile of life expectancy. 
· An element of prudence in the expected lifetime leads to a time horizon that is more stable over time, allowing more confidence in the stability of a plan. As an example, a 60-year old male planning to a central expectation of lifetime has a 24 year time horizon. If he survives to 65, his future time horizon will be 20 years, not 19 (=24 -5). However, the change in the 25th percentile likelihood overtime is slower, meaning plans based on this target will be more stable. This is illustrated here:
	
	ONS Life Expectancy (male)

	Age Now
	1-in-2
	1-in-4
	1-in-10

	60
	84
	92
	96

	65
	85
	92
	96

	70
	86
	92
	96

	75
	87
	92
	96

	80
	89
	93
	96

	85
	91
	94
	97



· We don’t use regional ONS estimates in our defaults, as we believe the variability within the regions available is likely to be as significant as the variability between regions. Life expectancy will always be an estimate, and we believe the simplification to use all-population data does not undermine the reasonableness of this time horizon. Further, while there is evidence of regional variation in average life expectancy, there is less variability between regions at the upper 25th percentile point. 

2. What range of confidence do you want to aim for?
We say ‘on track’ is 75%-85%, which is a modest band around 80%. 
Rationale
· Drawdown implies retained market risk: This level of confidence is intended as a way of managing the market risks drawdown customers are exposed to. Individuals must recognise the potential need to adapt their income to market outcomes and choose investments with a risk profile aligned to their willingness to accept this variation. By accepting that some of the downside market risk will be managed by adjusting income, initial prudence levels can be tempered.
· Longevity assumption contains prudence: While longevity and market risks are not strongly correlated, the outcome of being prudent with both assumptions is the same: i.e. reduced income. Adding to the overall prudence by using a very high sustainability confidence level on top of the 1-in-4 longevity assumption may be excessive.
· These two factors - that longevity assumptions already contain prudence; and that clients vary their income in response to market returns - lead us to a default assumption of sustainability confidence of 80%. 
· To illustrate how these layers of prudence interact: 
· We first set income based on a long lifespan, not an average one. Instead of assuming a typical 65 year old lives to around age 86 (their central life expectancy), we assume they could live to age 92, which represents a relatively long life (around the top 25% of outcomes). 
· We then set income so that there is 80% probability that it can be paid to age 92. Because the income is designed to last to 92, it becomes much more secure over shorter lifespans. In practice, this means that while the income is 80% sustainable to age 92, it is well over 90% likely to be sustainable to age 86, the average life expectancy.

· Diminishing returns above 80%: Beyond 80%, the income given up to achieve higher confidence rises sharply, meaning customers sacrifice increasingly more income for increasingly small improvements in sustainability. 
[image: ]

Downside risk at the 80% confidence level is reasonable: Our modelling shows that income set at 80% confidence level is resilient in most market conditions. For a pension invested in our balanced drawdown portfolio (GRIP3), a severe 1-in-11 year market shock would be required before triggering an income reduction of more than 5% at the next annual review. We believe a 5% reduction in income is manageable and consistent with the level of variability drawdown customers should reasonably expect to have to bear in downside scenarios. 
· Why a 75%-85% monitoring range is reasonable: The 75%–85% range provides a practical monitoring band around the 80% target, balancing income stability with the ability to act when required. A fall from 80% to 75% confidence at outset would require the fund to fall in value by around 2.5%. Our model indicates this has a probability of 16% on average over any given one-year period in the projection term for GRIP3. This ensures that income reviews are triggered by more meaningful market corrections rather than routine volatility, while still enabling action early enough to manage sustainability risk appropriately.

3. Do you want to include potential future investment outcomes?
If this scenario is selected, we will show a number of investment related metrics for the current investment choice:
· Average annualised growth rate
· Potential 1 year loss in a bad year (1 in 20)
· Probability of return greater than inflation and cash
· How much investments might fall during a long period of poor market performance
 These metrics are relevant over a term from current age to planned withdrawal age. 
To determine these metrics we will assume a static annual management charge, allowing for discount applied based on the customers current total plan value. Any expected ongoing adviser charges are also applied and we assume no change to the existing investment instruction. 
If this option is selected, we also show these same metrics with all else being equal, but investment in portfolios one level of risk higher and lower – e.g. if client is in GP Dynamic (risk level 6 of 7), we show GP Growth (risk level 5 of 7) and GP Total Equity (risk level 7 of 7). 
Rationale 
· In customer illustrations, we use FCA projection rates, which are deterministic and support a charges comparison and product comparison between providers. 
· For clients invested with us, we believe it is more important to show realistic outcomes, so we use stochastic assumptions from our Moody’s economic scenario model, which is intended to provide a best estimate view. These assumptions are updated quarterly. 
· We show the expected annual growth rate for the current investment option, which is a key metric. While helpful for retirement plans, we also emphasise how these returns are distributed by presenting additional metrics that are particularly relevant during drawdown.
· Based on Moody’s best-estimate assumptions, we show the probability that the current investment choice will outperform expectations of the retail price index (RPI). This helps indicate whether the investment choice, and therefore the plan, is likely to keep pace with expected increases in living costs. We also show the probability of outperforming a cash fund as a comparator. 
· To illustrate downside investment risk, we present the 1-in-20 maximum one-year loss metric. This represents the type of loss that could occur in a particularly poor market year, rather than the worst possible outcome. In practice, it reflects a level of loss expected to occur around once every 20 years on average. We believe the 1-in-20, or 5th percentile metric provides a reasonable balance between realism and prudence by capturing a meaningful adverse market outcome without placing too much weight on extreme scenarios, which may be driven by rare market shocks or modelling uncertainty. 
· Clients may draw income when markets are performing well or poorly, so we show maximum drawdown to help illustrate sequencing risk. This measures the largest fall in investment returns following a period of growth. It complements the 1-in-20 loss metric by showing the impact of sustained adverse market conditions, helping clients understand the potential scale of losses from their investment choice and providing a fuller view of downside risk. 
· We show outcomes in higher and lower investment strategies to illustrate potential  opportunities. A client’s attitude to risk preference is influenced by some deeply rooted personal characteristics, but also by their level of understanding and confidence. Education can therefore play a part in increasing wiliness to take risk and – potentially therefore – better outcomes. It complements the 1-in-20 1-year loss metric by capturing the impact of prolonged adverse market conditions, helping clients understand the potential scale of sustained losses and providing a more complete view of downside risk.
· The purpose of showing outcomes for a range of investments is also to highlight whether it is more risk or less that would lead to better outcomes. In decumulation, sustainable income is impacted by a downside scenario, and so higher risk could lead to lower sustainability. We believe this is informative, and this trade-off is why we show the range of outcomes, not just a central outcome, when comparing investment strategies. 
· We only show this comparison to alternative investments where clients are invested in Governed Range portfolios as we do not make any performance forecasts on third party funds. 
· Where a client is invested in our lowest risk portfolio, we will only show the impact of investment in a portfolio with higher investment risk. Similarly, where a client in invested in our highest risk portfolio, we will only show the impact of investment in a lower risk portfolio. 

4. Do you want to include annuity monitoring?
We display an annuity quote based on best available open market rates sourced via IRESS, tailored to the client’s current age and assuming a healthy life. Both level and inflation-linked single-life and joint-life annuities are shown by default unless the annuity section is switched off. Rates exclude any value protection or guarantee features. 

Rationale
· We do not hold health information on our long-term savings customer, so we can only provide quotes based on good health. 
· Regardless of whether a client’s drawdown income instruction is level or increasing, we provide annuity quotes on both a level and a CPI-linked basis. Even where clients are set up level drawdown income, we know that advisers will periodically review this income to reflect real costs and spending. Purchasing an annuity is a long-term decision, after which income pattern cannot be reviewed, and we therefore believe both rates may provide useful insight. 
· We show open market rates as we know the annuity market is commoditised, with advisers typically selecting a product based on best rates. We believe this is therefore the most useful comparison. 
· We show single life rates as this is most comparable to the sustainable drawdown rates shown, which are based on a level income payable to an individual over a time horizon linked to their life alone. 
· We show rates without value protection of guarantee features to keep comparison simple. One of the purposes of this comparison is to help illustrate the trade-offs in retirement decision making, and the key trade-off between drawdown and annuity is the giving up of any residual future value on death in return for a guaranteed income for life. Including annuity rates with guarantees or value protection would be a less differentiated comparison. 

5. Do you want to include an inflation scenario?
PCRS calculates an inflation scenario by re-running its stochastic sustainability model with instructed income linked to a forecast of CPI inflation. Consistent sustainability metrics to those shown elsewhere in the report for a level income are presented for comparison.
Rationale
· Over the long term, inflation can significantly erode real spending power of a level income. While many retirees’ lifestyles slow down over time meaning full inflation proofing isn’t necessary, we believe it is useful to understand the impact on sustainability if income were to be increased in the future. 
· To provide a realistic scenario, we inflate all expected money in and out of the plan, including any charges and contributions.
· Inflation is run stochastically rather than using a deterministic assumption. This is because inflation is not a fixed outcome and, over the long-term, is correlated with market returns. 
· We use CPI as a broad and commonly understood inflation metric. 

6. Do you want to include the large withdrawal scenario?
We show the impact on sustainability of a plan if the client were to take 2x the planned income in the next 12 months. 
Rationale
· A primary benefit of Drawdown is the ability to take income flexibly, and to react to unplanned events. This scenario is intended to help illustrate how resilient a plan is to an unplanned lump sum withdrawal. This is modelled by considering a one-off withdrawal in one years’ time equivalent to one years’ worth of income (additional to the planned income in the year). 
· We model a scenario that is proportional to regular income to ensure this is a meaningful stress for clients with differing levels of wealth. 
· We model a lump sum of one year’s income because we know clients often have reserves outside of pension (e.g. bank account savings) that they would use for smaller unplanned events. Pension withdrawal is therefore less likely to be used for low-value withdrawals. 
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