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The Basics

SIPP is just an off-putting name for a sort of DIY 
pension which you manage yourself, typically 
online. It stands for ‘self-invested personal 
pension.’ As the name suggests, SIPPs were really 
invented for all those people who were fed up of 
their pensions disappearing into an information 
black hole which spewed out an unintelligible 25 
page report at you once a year.

To understand SIPPs, you have to get rid of this 
idea that a pension is a complete thing in its own 
right. A pension is just a container with its own 
set of tax rules and access rules about the money 
inside it. What actually goes into this container 
is not necessarily an opaque decision which you 
hand off to a distant actuary. Every time you put 
some cash into the SIPP, you then decide what 
investments to buy with your cash, and therefore 
you control how your retirement savings are 
deployed. 

As a quick reminder on the “why would I bother 
with a SIPP” question, it’s the bribe of free money 
from the Government who need to incentivise 
you to save so they lessen the pain of millions 
of broke 100 year olds to sort out. Basic rate 
taxpayers get £20 for every £80 put in. Higher 
rate taxpayers can claim a further £20 back on 
their tax returns. 

Guide to SIPPs

Online pensions which give you control about how to 
invest your retirement savings 

sipps give you control 
and flexibility

What can I put into my SIPP?

• You are allowed to put some cash, shares, investment
funds and other assets into your SIPP. The whole
concept is to deliver choice. You can’t put residential
property in there – like a holiday house – but you can
sometimes include commercial property. At that point
it all gets horribly complicated and you’ll need a good
financial adviser.

• Most of us will be happy to choose a decent range of
funds – it depends on how much money you have in
here but as a rule of thumb between 8-12 investment
funds should be enough. Enough to spread the risk
around different sectors, regions and asset types – but
not so many as to completely dilute the decisions or
value a fund manager is adding.

• Confident savers may prefer to choose their own range
of individual shares but we wouldn’t suggest this path
for the newer investor.

• If you don’t want to research a pool of funds and you
aren’t sure what to do, look at using a single multi-asset
fund. This is covered in more detail in our Guide to
Funds. This is a great way to start for the less confident
who are starting to save small(ish) and regular amounts
into a SIPP.
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Charges

Before retirement you are in what is described as the 
‘accumulation phase’. Saving up for it. At this stage you will 
pay a fee for the pension administration and a fee for the 
investments which sit inside it. A typical and fair fee for an 
online SIPP is about 0.3% - 0.45% a year. Expect to pay a 
further 0.25% - 0.8% for the investments, depending on 
what you choose.  Shares will typically cost about £10 a 
pop to buy (in transaction fees). So all-in you are looking 
at about 0.6% - 1.3% a year to run an online SIPP. This is 
between £60 and £130 on a total savings pot of £10,000 
every year. 

How do I find a good SIPP? 

We think that what the industry calls a fund supermarket 
or an investment platform is a good place to look for  
a SIPP. Think of these platforms like the department  
stores of finance. A one stop shop for funds, shares,  
ISAs and pensions. 

Our Best Buys section covers what we think are the best 
SIPPs. Don’t just take our word for it. You can also read 
what other customers make of these guys and more. 

Boring Money Tips

•  Don’t pay more than about 1.3% to save up into a DIY pension online.

•  Work out what flavour of investments to put in ‘the tub’. If you haven’t the foggiest, then have a 
look at what we call ‘passive’ funds. These guys give you very broad exposure to a large chunk 
of shares in any given market – think of it like backing every horse in the Grand National. You’re 
not paying a posh fund manager to try and select the very top performers. This posh fund 
manager approach is what we call ‘active’ funds. More expensive. When it works it’s great and 
when it doesn’t it’s an expensive flop. So – beginners – have think about passive funds such as 
Vanguard’s LifeStrategy or L&G’s Multi-Asset funds.  You will just have to choose how spicy 
you want your option to be. If you are investing for 10 years of more you can afford to be a bit 
Vindaloo about it and go for what they usually describe as an ‘Aggressive’ fund.  Nice name, 
huh!? Or dial up the % in equities with 100% being the most spicy. Feeling nervous or only 
investing for 4 or 5 years – you may prefer what they call a ‘Cautious’ approach. Anyway, read 
the blurb.

•  Because the Government tops up any money you stick into a pension (to reward you for being 
good girls and boys who won’t be all needy when you’re old), they do cap their generosity.
As a general guide this means you can stick in no more than £40,000 a year, so not a problem 
for most of us. It can’t be more than you earn in any one tax year.

•  Finally, if you are well off and putting a lot into pensions, make sure you don’t get caught by the 
Lifetime Allowance. More than £1,030,000 in a pension at retirement and you get stung. This 
might sound like a distant pipedream but if you’re a mid to high earner with 20 years of 
contributions and market growth ahead of you... Don’t get caught out. 

https://www.vanguard.co.uk/documents/adv/literature/lifestrategy-brochure.pdf
http://www.legalandgeneral.com/investments/funds/we-do-it-for-you/multi-index-growth/
www.boringmoney.co.uk/best-buys/
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Here are the web links in full:

SIPP Best Buys 

Vanguard LifeStrategy Funds 

L&G’s Multi-Asset Funds 

www.boringmoney.co.uk/best-buys

 www.vanguard.co.uk/documents/adv/literature/lifestrategy-
brochure.pdf 

 http://www.legalandgeneral.com/investments/funds/we-do-it-for-
you/multi-index-growth/
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