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RULE?
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Does a natural income approach make sense for retirement income clients?

SimplyBiz Adviser Conference, 8 July 2025
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Learning objectives for today’s session

By the end of this session, you should be able to...

» Understand the current context for retirement income advice and how it is changing.
 Explain the risks facing clients in retirement and how they can be managed.

» Describe the benefits and challenges of following a natural income approach in retirement.
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tion and demographics are driving change




Pressure from all sides?

How we advise on and invest for retirement is being affected by many forces

Market environment

Increased volatility, sharper drawdowns,
unreliable correlations

. Client circumstances
Regulation

Thematic review of Retirement Decline of defined benefit,

retirement income and FCA
supervisory priorities

advice importance of savings,
changing retirement
patterns

Economic environment

Higher inflation, inflation shocks, higher
Interest rates
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Increasing reliance on retirement savings for income
Generational differences are starting to emerge as we see the decline of defined benefit and the rise of defined contribution
Importance of wealth sources for retirement income by age

State Pension
Guaranteed company pension (final salary/defined benefit)

Other company pension (defined contribution)

61%

Personal pension

40%
ISAs

Other investments

14%

Property - Buy to let

. . 28%
Property - Primary residence 42% m55-64

Property - Second home / holiday home m 65 or over

2%

Anticipated inheritance 2%

1?‘1b

Source: "Retirement Advice in the UK: Time for change?”, BNY Investments/NextWealth 2024 n=254 “"How important are the following sources of wealth to your income in retirement?”
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The FCA review - constructive feedback but must try harder

Five key priorities identified in the regulator’s Dear CEO letter to advice firms

FINANCIAL
F CONDUCT
AUTHORITY

Thematic Review
TR24/1

Retirement income advice thematic
review

Setting

withdrawal

Control
framework

Ongoing
suitability
reviews

rates

Risk
profiling

Advice
suitability

Retirement income clients are different, so we need to think differently about them

Source: Financial Conduct Authority (FCA) Thematic review of Retirement Income Advice, 20 March 2024.
https://www.fca.org.uk/publications/thematic-reviews/thematic-review-retirement-income-advice
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Question time #1

What do you see as your biggest challenges in delivering retirement
income advice?

(Choose all that apply)

Understanding the regulator’s expectations of advisers
Delivering advice consistently across advisers/clients
Navigating market volatility

. Time taken to give initial and ongoing advice

Adviser/paraplanner productivity

mm oo w >

Something else
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Demand for retirement advice is strong, but supply is constrained

The impact of regulation and adviser productivity are key challenges to expanding advice capacity

Factors constraining firms' ability to meet the demand for retirement advice

Impact of regulation on time taken to deliver advice 48% 27%
Compliance with the FCA's Retirement Income Advice Review 47% 30%
Costs of doing business (e.g. P, regulatory fees etc) 46% 32%
Adviser/ paraplanner productivity 41% 48%
The overall impact of the Consumer Duty 41% 37%
Profitability of advice 37% 34%

Need/desire to grow my business 34% 57%

Ability to recruit 27% 54%

B Negative impact ®No impact Positive impact Don't know

Source: “Retirement Advice in the UK: Time for change?”, BNY Investments/NextWealth 2024 n=208. “"How do you see the following constraints impacting the demand for retirement advice?”
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MANAGING RISK IN
- RETIREMENT

Why we need to think differently about risk in decumulation

69




Managing retirement income involves trade-offs for clients. ..

Advisers should consider how different clients feel about these trade-offs

Legacy ‘»///\%‘ Lifestyle

Long term
. . —2> |ncome
nflation =730 giapility
protection

10

Income =2 Income
N Spersi
level persistence

Secure
lifetime
income

SSAe% Flexibility
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...and the FCA is focused on how risk is measured and managed

Shortcomings in the assessment of risk was one of the key findings of the review

@anm "RISK PROFILING was not evidenced, was inconsistent with objectives
and customer knowledge and experience, or lacked consideration of
capacity for loss.”

Thematic Review
TR24/1

Retirement income advice thematic
review

In retirement, capacity for loss determines the extent to which clients
could cope with a reduction or change to their income.

For example, if there was a fall in the value of pension savings this
might reduce the level of income that could be withdrawn sustainably,
or a guaranteed or fixed level of income might not keep pace with
inflation.

March 2024

Retirement income clients are different, so we need to think differently about them

Source: Financial Conduct Authority (FCA) Thematic review of Retirement Income Advice, 20 March 2024.
11 https://www.fca.org.uk/publications/thematic-reviews/thematic-review-retirement-income-advice
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How we generate income determines how we manage risk

Different investment approaches have different risks

* The level and pattern of returns is key.

Total return « Sequence of returns risk is important.
with unit
encashments « We are agnostic about whether those returns come from

capital or income.

* The level and pattern of income is key.

Natural .
* In theory, we do not need to be concerned about capital

value though in practice we will be.

iIncome
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Income risk and capital risk are not the same thing

The income derived from investments can remain very stable even when their capital value is volatile
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Source: BNY Investments. Share price and total income paid per share over rolling 12-month periods of the BNY Mellon Multi-Asset Income Fund Institutional W Income share class. All figures are in GBP terms. The impact of

an initial charge (currently not applied) can be material on the performance of your investment. Further information is available upon request. This is for illustrative purposes only and does not take into account effects of
inflation or other factors that may have a negative impact on an investment.
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Question time #2

Where are you in terms of developing your investment approach for
retirement clients?

(Choose one)

Approach decided - using specific investment solutions for decumulation

Approach decided - using same solutions as accumulation (but perhaps in a different way)
. Undecided - work currently underway

. Undecided - intend to review, work not yet started

Not yet considered

mm g W >

Somewhere else
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Advisers use a range of investment approaches to deliver income

Income driven approach had fallen out of favour but is making a comeback

Expected change in use
Investment approaches used by advisers for retirement income over next 12 months

-2%

Total return approach

Income-driven approach [KIEA 24% +7%

+7%

“Bucket” approach

m Always use B Use most of thetime  ®mSometimes use  ® Never use

Source: “Retirement Advice in the UK: Time for change?”, BNY Investments/NextWealth 2024 n=208. "We'd like to know if your firm operates a decumulation advice model that is distinct from the advice model followed for
clients in accumulation (a Centralised Retirement Plan or CRP)...” and n=58 "What is the main reason that your firm does not operate to a distinct common and consistent approach (CRP) for clients in decumulation?”
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USING NATURAL
INCOME IN
- RETIREMENT

xploring the pros and cons of a natural income approach

S




Why use income strategies in retirement?

Income strategies can help deliver what retirement clients want, and their advisers need

Alignment with

client objectives

Relevant
investment
rationale

Keeps more of a
client’s assets
invested

17

Generates income without eating into capital
Income stability helps address capacity for loss

Well-managed companies pay sustainable dividends
Equity income can provide greater inflation protection

Less need for a cash buffer
Allows more of a client’s portfolio to stay invested
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Equity income has tended to outperform when inflation is high

Equity income strategies can be particularly helpful in managing inflation risk

US Stocks with high dividend yields excess return versus the market (1928-2024)

Median 12 month return of top quintile of dividend yield stocks vs US market at different rates of inflation

[e)
7% 6%

6%
5%
4%
3%
3%

3%
2%
1% 1%

-1%

Excess return

-1%
2%
<2% 2-3% 3-4% 4-5% 5-6% >6%
Rate of inflation

Source: Robert Shiller, Fama-French, Newton, May 2025. The chart shows the median excess return of the highest dividend yield stocks represented by the top quintile of stocks ranked by dividend paid over the market as a
whole.
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Question time #3

What do you see as the biggest challenges to using an income driven
approach?

(Choose all that apply)

Generating sufficient income to meet client needs
The frequency of income payments

. The variability of income payments

. Adviser effort in managing the approach
Platforms’ ability to support income

Lack of suitable funds/products

. Other

O Mmoo O @ >
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Why don’t advisers use natural income more often?

Main reasons are that many funds don't deliver the level or shape of income that clients need

Provides insufficient income to meet client needs 35%

Variability of income from products unsuitable for clients 34%

Does not cater for variation in client needs 28%

Lack of suitable products/products not rated by investment research

(¢)

funcior I -
Operational impact on advice firm of managing income _ 13%

Lack of capability within platforms to manage natural income _ 13%

Other (please specify): 8%

N/A - No barriers prevent me from doing this 22%

0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: "Retirement Advice in the UK: Time for change?, BNY Investments/NextWealth 2024” n=138. “Are there any specific barriers preventing you from using an income driven approach to investment portfolio structure
more frequently?”. Research conducted by NextWealth for BNY Investments, based on responses to surveys with 208 retirement-focused financial advisers and 254 consumers of retirement advice conducted between 9

September 2024 and 21 September 2024.
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What do we need when using natural income?

If the fund is not managed with income as an explicit objective, it may not meet your client’s needs

Attractive
starting yield

Stable income
Growing income

We call this... Capital growth

MANAGED INCOME

Predictable

regularincome
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You don’t have to choose between income and growth

Some funds may prioritise income over capital growth or vice versa, but it is possible to strike a balance
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Source: BNY Investments. The charts illustrate notional income and capital growth from an initial investment of £100,000 assuming income is paid out to the investor. This is a hypothetical example provided for illustrative
purposes only.
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Natural income: Old school or new rule? Conclusion

Firms will need to evaluate all aspects of their retirement advice approach

Retirement advice is changing driven by economic and market volatility, changing client
circumstances, and increasing regulatory expectations.

Future retirees will be increasingly dependent on retirement savings for the bulk of their
retirement income increasing the need for stable and sustainable income.

We need to consider risk in retirement as risk to income - this is not the same as risk to capital.

Natural income has many benefits but presents clients and advisers with several challenges.

* The Managed Income approach seeks to deliver these benefits in a way that meets client and
adviser needs.
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Learning outcomes for today'’s session

Hopefully, you are now able to...

» Understand the current context for retirement income advice and how it is changing.
 Explain the risks facing clients in retirement and how they can be managed.

» Describe the benefits and challenges of following a natural income approach in retirement.
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The BNY Mellon Multi-Asset Income Fund (MAIF)

The fund has delivered stable and growing income in a format that can meet the needs of clients and advisers

BNY Mellon Multi-Asset Income Fund income from £100,000 invested at inception on 4 Feb 2015
« Fund launched 4 February 2015

* Managed by Paul Flood, Head of £6,000
Mixed Assets Investment at Newton

* Actively managed to deliverincome 5 59
together with the potential for '
capital growth and directly invested
giving full flexibility

£4,000
« Fund accounting year runs from
1 July to 30 June
* Income declared at the end of each £3,000
month and paid at the end of the
following month
£2,000
* Paysincome as:
- 12 equal monthly payments
- . £1,000
inal monthly payment includes
additional balancing payment at
year end c
* Yield at 31 May 2025 was 4.4%! 2014/15% 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24

m Regular income W Balancing payment

Source: BNY Investments. For illustrative purposes only. * The Fund was launched on 4 February 2015 so the income for 2014/15 represents only 5 months of payments. " Historical yield on the BNY Mellon Multi-Asset Income Fund Institutional
W Income share class as at 31 May 2025. Income paid on an initial investment of £100,000 in the BNY Mellon Multi-Asset Income Fund Institutional W Income share class at inception on 4 February 2015 for 12-month periods ending on 30 June
of each year shown. Income split between regular monthly payments and balancing payment paid at end of fund year. All figures are in GBP terms. The impact of an initial charge (currently not applied) can be material on the performance of
your investment. Further information is available upon request. This is for illustrative purposes only and does not take into account effects of inflation or other factors that may have a negative impact on an investment.
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The Fund has grown capital over the medium to long-term beating the sector average

27

BNY Mellon Multi-Asset Income Fund (MAIF)

since launch
BNY MELLON MULTI-ASSET INCOME FUND PERFORMANCE
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% return

mmm MAIF Capital Return ==MAIF Total Return ===|A Mixed Investment 40-85% Shares NR 60% equity / 40% bond performance benchmark*

Initial Investment at inception on 4 Feb 2015

Income received to 31 May 2025
Capital gain at 31 May 2025

Dynamic Planner Risk Ratings should not be used for making an investment decision and it does not constitute a recommendation or advice in the selection of a specific investment or class of investments.

Source: BNY Investments. Lipper as at 31 May 2025. Capital return shows the cumulative change of the price of the BNY Mellon Multi-Asset Income Fund Institutional W Income share class from 4 February 2015 to 31 May 2025. BNY Mellon Multi-Asset
Income Fund performance for the Institutional W Income share class calculated as total return, including reinvested income net of UK tax and charges, based on net asset value. All figures are in GBP terms. The impact of an initial charge (currently not
applied) can be material on the performance of your investment. Further information is available upon request. This is for illustrative purposes only and does not take into account effects of inflation or other factors that may have a negative impact on an
investment. *A composite performance benchmark comprising 60% MSCI AC World NR Index and 40% ICE Bank of America Global Broad Market GBP Hedged Index is used as a comparator for this fund. The fund does not aim to replicate either the

composition or the performance of the performance benchmark.
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Download the full research report

For Professional Clients only.

November 2024 | Issue 7

RETIREMENT ADVIGE

L 1], 3! SHTIME FOR CHANGE? .

Revisiting retirement strategies
amid changing regulation,
markets and client needs.

in partnership with
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Investment objective, benchmark, annual performance & key risks

BNY Mellon Multi-Asset Income Fund

Investment objective
The Fund aims to achieve income together with the potential for capital growth over the long term
{5 years or more).

Performance Benchmark

The Fund will measure its performance against a composite index, comprising 80% MSCI AC World NR
Index and £0% ICE Bank of America Global Broad Market GBP Hedged TR Index, as a comparator
benchmark (the "Benchmark"). The Fund will use the Benchmark as an appropriate comparater
because the Investment Manager utilises this index when measuring the Fund's income yield.

The Fund is actively manafd, which means the Investment Manager has absolute discretion to invest
outside the Benchmark subject to the investment objective and policies disclosed in the Prospectus.
‘While the Fund's holdings may include constituents of the Banchmark, the selection of investrments and
their waightings in the portfolio are not influgnced by the Benchmark. The investment strategy does not
restrict the extent to which the Investment Manager may deviate from the Benchmark.

TheFund can invest more than 35% of net assets in different Transferable Securities and Money Market
Instruments issued or guaranteed by any EEA State, its local authorities, a third country or pu
internationel bodies of which one or more EEA States are members.

Performance -12 month returns (%)
May.2020 May.2021 May.2022 May.2023 May.2024
May.2021 May.2022 May.2023 May.2024 May.2025
Fund 2415 .78 -0.74 E.49 4.54
Performance Benchmark 13.52 -0.21 0.27 12.87 B.ET

Calendar Performance (%)

2020 2021 2022 2023 2024
Fund 407 11.53 0.63 3.30 4. 54
Performance Benchmark 10.53 10.73 -10.21 11.39 12.44

Source: Lipper as at 31 May 2025. Fund performance Institutional Shares W (Accumulation)
caloulated as total return, including reinvested income net of applicable UK tax and charges, based
on net asset value. All figures are in GBP terms.

Past performance is not a guide to future performance.

The value of investments can fall. Investors may not get back the amount invested.
Income from investments may vary and is not guaranteed

29

Key risks associated with this Fund

Objective/Performance Risk: There is no guarantee that the Fund will achieve its objectives.

Performance Aim Risk: The performance aim is not a guarantee, may not be achieved and a capital loss may occur. Funds which
have a higher performance aim generally take more risk to achieve this and so have a greater potential for returns to vary
significantly.

Derivatives Risk: Derivatives are highly sensitive to changes in the value of the asset from which their value is derived. A small
movement in the value of the underlying asset can cause a large movement in the value of the derivative. This can increase the
sizes of losses and gains, causing the value of your investment to fluctuate. When using derivatives, the Fund can lose
significantly more than the amount it has invested in derivatives.

Changes in Interest Rates & Inflation Risk: Investments in bonds/ money market securities are affected by interest rates and
inflation trends which may negatively affect the value of the Fund.

Credit Risk: The issuer of a security held by the Fund may not pay income or repay capital to the Fund when due.

Counterparty Risk: The insolvency of any institutions providing services such as custody of assets or acting as a counterparty to
derivatives or other contractual arrangements, may expose the Fund to financial loss.

Currency Risk: This Fund invests in international markets which means it is exposed to changes in currency rates which could
affect the value of the Fund. Credit Ratings and Unrated

Credit Ratings and Unrated Securities Risk: Bonds with a low credit rating or unrated bonds have a greater risk of default. These
investments may negatively affect the value of the Fund.

Emerging Markets Risk: Emerging Markets have additionalrisks due to less-developed market practices.

Charges to Capital: The Fund takes its charges from the capital of the Fund. Investors should be aware that this has the effect of
lowering the capital value of your investment and limiting the potential for future capital growth. On redemption, you may not
receive back the full amount you initially invested.

Shanghai-Hong Kong Stock Connect and/or the Shenzhen-Hong Kong Stock Connect ("Stock Connect") Risk: The Fund may
invest in China A shares through Stock Connect programmes. These may be subject to regulatory changes and quota limitations.
An operational constraint such as a suspensionin trading could negatively affect the Fund's ability to achieve its investment
objective.

China Interbank Bond Market and Bond Connect risk: The Fund may investin China interbank bond market through connection
between the related Mainland and Hong Kong financialinfrastructure institutions. These may be subject to regulatory changes,
settlement risk and quota limitations. An operational constraint such as a suspension in trading could negatively affect the Fund's
ability to achieve its investment objective.

CoCo's Risk: Contingent Convertible Securities (CoCo's) convert from debt to equity when the issuer's capital drops below a pre-
defined level. This may result in the security converting into equities at a discounted share price, the value of the security being
written down, temporarily or permanently, and/or coupon payments ceasing or being deferred.

Investment in Infrastructure Companies Risk: The value of investments in Infrastructure Companies may be negatively
impacted by changes in the regulatory, economic or political environment in which they operate.

High Yield companies risk: Companies with high-dividend rates are at a greater risk of not being able to meet these payments
and are more sensitive to interest rate risk.

A complete description of risk factors is set out in the Prospectus in the section entitled "Risk Factors".
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Past Performance is not a guide to future performance.
The value of investments can fall. Investors may not get back the amount invested.
Income from investments may vary and is not guaranteed

Important information

For Professional Clients only. This is a financial promotion.

Please refer to the prospectus and the KIID before making any investment
decisions. Go to www.bny.com/investments.html.

The Fund is a sub-fund of BNY Mellon Investment Funds, an open-ended
investment company with variable capital (ICVC) with limited liability between
sub-funds. Incorporated in England and Wales: registered number IC27. The
Authorised Corporate Director (ACD) is BNY Mellon Fund Managers Limited
(BNY MFM), incorporated in England and Wales: No. 1998251. Registered
address: BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA.
Authorised and regulated by the Financial Conduct Authority.

Any views and opinions are those of the author, unless otherwise noted and is
not investment advice

BNY, BNY Mellon and Bank of New York Mellon are the corporate brands of
The Bank of New York Mellon Corporation and may be used to reference the
corporation as a whole and/or its various subsidiaries generally.

Issued in the UK by BNY Mellon Investment Management EMEA Limited, BNY
Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in
England No. 1118580. Authorised and regulated by the Financial Conduct
Authority.

Document ID: 2511505 EXP: Sep 17, 2025
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https://www.bny.com/investments/uk/en/adviser.html
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