
WITH PROFITS INVESTMENTS

WHAT IS A MARKET VALUE REDUCTION?

A Market Value Reduction (MVR) ensures that everybody gets their fair share of the returns from the With Profits 
Fund. The charts below show how it works.

1. Fund value, £100,000
Suppose five people have paid the same premiums  
into the fund, the value of which (including investment 
gains that have been added to the plans in the form  
of extra units) now amounts to a total of £100,000.
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2. Fund value after fall, £80,000
If investment values fell by 20%, the total fund value 
would fall to £80,000. So each investor’s individual 
share would fall by 20% to £16,000.
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As at December 2013, our With Profits Fund had over 400,000 investors and the assets 
supporting with profits policies were worth more than £12 billion. AKG, a leading independent 
financial services consultancy, gave our With Profits Fund their maximum 5 stars for financial 
strength (Source: AKG Company Profile and Financial Strength Report, August 2013). 

UNDERSTANDING MARKET VALUE REDUCTIONS.

3. Without an MVR adjustment
If an investor chose to leave and their payment was  
not adjusted to take account of the fall in investment 
values, they would receive £20,000. The amount  
remaining for the others would then be just £60,000, 
amounting to £15,000 each.
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4. With an MVR adjustment
So that the amount we pay does not unfairly reduce  
the amount available to the remaining investors, we  
make an adjustment. If we pay the leaver £16,000, the 
amount remaining for the other investors would be  
£64,000 amounting to £16,000 each.
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An MVR may be applied to make sure that you and 
everyone else gets their fair share of the assets.  
We’ll usually apply an MVR when investments such 
as shares or commercial property haven’t performed 
as well as we’ve allowed for when setting bonuses. 
These values can change frequently, so you should 
expect that at some time during your investment,  
these conditions will apply. 

An MVR may be applied to a single premium bond on:

•  A partial surrender.
•  A full surrender.
• Taking regular withdrawals above certain limits.
• Moving out of the With Profits Fund.

An MVR may be applied to a pension on:

•  Transfer to another pension arrangement.
•  Taking retirement benefits before the Normal or 

Selected Retirement Date.
•  Taking income or a cash sum by income drawdown.
• Moving out of the With Profits Fund.

An MVR may be applied to a regular premium life 
contract on:

• A partial surrender.
• A full surrender.
• Taking regular withdrawals above certain limits.
• Moving out of the With Profits Fund.

There are set dates for some contracts when we will 
not apply an MVR.

An MVR will not be applied to a single premium  
bond:

•  On death.
•  Where any income taken is equal to or below the 

current interim bonus rate.

An MVR will not be applied to a pension:

•  On death.
•  At Normal or Selected Retirement Date.

An MVR will not be applied to a regular premium  
life contract:

• On death.
• At the investment maturity date.

The Legal & General Group, established in 1836, is one of the UK’s leading financial services companies. 
As at 30 June 2014, we were responsible for investing £467 billion worldwide on behalf of investors, 
policyholders and shareholders. We also had over 7.9 million customers in the UK for our life assurance, 
pensions, investments and general insurance plans.

HOW DO I FIND OUT MORE?
The information on this factsheet is a summary. Full details are set out in our ‘Principles and Practices of 
Financial Management’ and our ‘An Introduction to With Profits’ guide. For a detailed description of the facts 
and figures behind with profits you may also want to read the 2013 bonus factsheet (incorporating the PPFM Data 
Annex). These documents are available on request and at:  
www.legalandgeneral.com/investments/with-profits-guides

Your adviser will normally be able to help with any specific questions you have about the plan that we haven’t 
covered in these documents. If you’d like to ask us anything, please do.
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WHEN MIGHT AN MVR BE APPLIED? WHEN WILL AN MVR NOT BE APPLIED?
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