DC FLEXIBILITIES &
CHOICE

MOMENTUM
CONFERENCE 2015

December 2015

Paul Enderby
Principal: DC & Savings Team

) 4
V4
v

Woking

MAKE TOMORROW, TODAY @ MERCER



WHERE ARE WE GOING?
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WHAT MIGHT SPENDING LOOK LIKE IN RETIREMENT?

SPENDING

E

HOLIDAYS

HELPING CHILDREN

LESS ACTIVE CARE NEEDS INCREASE

PAY MORTGAGE / DEBTS MORTAGE / DEBTS PAID POTENTIAL RESIDENTIAL CARE

EARLY IN RETIREMENT MID RETIREMENT LATER IN LIFE



WHERE WILL THE MONEY COME FROM?

© MERCER 2015

Lottery
15%
State Pension 20%
Inheritance
10%
Savings and
'nvelsg&ems Private Pension
30%
Property
15%

* “The Future of Retirement — Life after work?”, HSBC, 2013



WHAT DO MEMBERS WANT AT RETIREMENT?

How can your employer’s

Which of these worry you

about retirement?

plan best support you?

Inflation Reduce fees for advice
Having enough for the essentials Help me plan for retirement
Cost of medical treatment Offer a financial planning service
Outliving my retirement savings Offer a simple financial advice

. Offer a guaranteed income for
Having enough for extras )
the rest of my life

Source: Investment Trends. Nov 2014 Retirement Income Report.
Q: Which of the following worry you with regards to your retirement? (Multiple responses permitted) Over 40 Australian population.
Q: How can your super fund best support you with your super/retirement? Among those who have not yet retired & with super.

© MERCER 2015 4



ARE EMPLOYEES THINKING ONLY ABOUT SAVING
FOR RETIREMENT?

0

WE ASKED EMPLOYEES WHAT THEY WORRIED

ABOUT AND WHAT IMPACT IT HAS ON THEM

MERCER consumer SURVEY
Of 1510 consumers in UK & ROI in June 2015
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TOP EMPLOYEE “NOISE"”

KEY
CONCERNS

MAINTAINING SAVING FOR PROVIDING PAYING JOB
HEALTH RETIREMENT FOR FAMILY BILLS SATISFACTION

LOWER MOTIVATION

IMPACT OF
CONCERNS

ON WORK
PERFORMANCE

INCREASED
STRESS

78%

% OF THOSE SURVEYED WHO ARE CONCERNED OR
VERY CONCERNED ABOUT ONE OF THESE ISSUES
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MEMBERS’ NEW CHOICES SINCE APRIL 2015

DC Pension
Savings

Variable Secured
Income iIncome
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THE MEMBER JOURNEY NOW

RETIREMENT PHASE

OPTIONS
@
(£ ) CASH WITHDRAWAL
(full or partial?)
C=g=0
—“ PURCHASE AN INCOME STREAM
5 £f (ie. annuity)
BALANCE

DRAWDOWN

—‘ (full, partial or flexible?)

ACCUMULATION PHASE
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WHAT ARE MEMBERS DOING ALREADY?

How pension scheme members used their savings at retirement over the
first 3 months since April 2015:

1.3 BILLION

NVESTED IN DRAWDOWN

£990
MILLION

INVESTED IN ANNUITIES

£1.3
BILLION

PAID IN CASH
LUMP SUMS

© MERCER 2015 Source: ABI .



THE DEATH OF ANNUITIES?

100,000
90,000
80,000
70,000
60,000
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0
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ANNUITIES SOLD BY ABI MEMBERS

2013 Q2 2014 Q1 2014 Q2 2014 Q3 2014 Q4 2015 Q1 2015 Q2
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RETIREMENT IN THE FUTURE? @

Secured
income

Capital
INCOME
. Secured
Earnings )
Income
State / DB
Pension
. State / DB State / DB
Earnings : :
Pension Pension
Earnings
AGE
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WHAT ARE EMPLOYERS

DOING?
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WHERE WILL THE MONEY COME FROM?

Lottery
15%
State Pension 20%
Inheritance
10%
Savings and
mveig&ems Private Pension
30%
Property
15%
© MERCER 2015 * “The Future of Retirement — Life after work?”, HSBC, 2013



®® MERCER ISAs - DID YOU KNOW?

) : 3IN 5 xcTve gn
|I| ? e N

2B LARGEST GROUP OF
average ISA balances CONTRIBUTORS EARN

£470B E B £10K-£20K PA

49% ISAs HELD 51%

£20.6k average balance £18.5k

ﬂi | B B cARN UNDER £30K

PARTICIPATION RATES

HIGHEST BT 51.7% W

=
S

source: HRMC ISA Statistics April 2015

LOWEST LONDON 38.9% s 31.9%



WHAT WE’'VE FOUND SO FAR

WHAT OUR
PEOPLE
NEED

CAN WORKPLACE SAVINGS HELP US HELP
OUR PEOPLE?

Employees
capped by LTA,
wanting a tax
efficient savings
vehicle

Provide benefits
attractive to
wider
generations

Differentiate
from
competitors

© MERCER 2015
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OUTCOMES AT RETIREMENT

For most members:

* Pension will provide their main source of income in retirement;

« Asimple pattern: join, save, invest, retire;

« Good communication must help members obtain their desired retirement income;
* Investment decision-making must be made simple

For middle to higher income employees:

It will be different:

Join pension,

Maximise employer contributions,
Leave pension,

Redirect employer contribution,
Maximise tax relief,

Consolidate,

Retire

YV V V VYV VYV VY

Y

© MERCER 2015 16



A NEW SAVINGS & BENEFITS PATTERN

Redirect
Maximise Opt-out or employer
employer suspend ~avings Consolidate [Retire
savings ension allowance
allowance P to other
vehicles

I

Pension | Pension Workplace Savings Pen_smn & thElqpleEs
savings

17
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SUPPORTING MEMBERS

h
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COMMUNICATE WELL
TARGET THE MESSAGE - KEEP IT SIMPLE!

LN

Younger to Sto 10 At After retirement
middle aged years before retirement
members retirement
. Pre-retirement At Post retirement
Savings Phase retirement phase
phase
Are you invested in Here’s how you can Your spending will
Save More! . i h
the right place? use your savings change

© MERCER 2015



MAKE INVESTING SIMPLE.....THIS....

“What funds can | invest in?”

Your finandal adviser will help you select the fundis) mast appropriate to your needs, depending on the level of risk
you're willimg to take. The fund fact sheet and guide explains more about how each fund has different aims and

levels of risk, available via our website, wweaw.aviva.co. ukfunds pension- furds. html.

Irpsesttrment Fund Irsestment Fund

Cash/Money Market

b el Asset

High vield Bonds

Scrhea ADSSH igh Tl Do = = T R comn
Avha Deposit Awhea Howton Dalanced Awhea ADSOM Stratagle Dond 55 3 aEEes Rt o.FE
nabced Asset ) G AT Ty = Awhea Artemis Hlgh Income 56 3 a50% RTLH 0.50%
Awhea TIM AAF Adventurous Awhva Hewton Phoenix Multhasset Autea Artemis Strategic Dond 55 = c.a00: o108 o.s0e
Aniva 7IM AAP Balanced Fund Awhes Rathbare Sloabal Opportonitiss Axtea Higher Income Plus 1 3 0.20% 0.05% 0.25%
Awhva Schroder Managed Balanced Awhea High vield Bond 56 3 0.25% 0.05% 0.30%
Avhea TIM AAF Moderately Adventurous
Avhva Sustalnable Future Managead Anhea Irvesos Perpotual Morthly Income Mo 58 = 0L EDR 0200 (R LT
Axtea TIM AAP Moderately Cautlous
Avhea SEW TACTICA Balanced Portfollo Axha vesle Monthily High ncoms LT L] ET o, 1owe om0
SR S I 2 [ R e SOT e T Avhea I8 Slebal 1igh Yicld Dond 55 a C.a0% 5155 o558
Awhea aoda Framlington Managed Balanced I e T —— e . Awbra Manzaed High Incoma S2 & 56 = oo o.0s0s CLOE 8L
avha palllie Gifford Managed Awvhea wWith-Profit 1 Aviva MEGs LpTImal Incme ue El neLw 0.15% ERENT
Avhea Balanced Fund of Funds _ Awtea Henderson Extra Monthly Income Bond 56 a OEO% 0.25% O.F5%
awhva palanced Managed e o e ————— Axhea Henderson Fleed Interest Monthly Incoms 56 3 0.50% 0.25% 0.75%
ANRSD IERdSrson L igh vield raorthily incoms L Ed O, el T
Awhea Palanced Manager of Managers Aviva BlackRock Soguila Sweer 15 rears SHL
Ayhea Selhnasda Sua gl Bond E1-] a3 OTF0Ye [0 0,50
Awha Baring Multhasset Awtva Gl Avihva Strategk Bond 56 3 025% 0.05% 0.30%

Awtea Blackrock Balanced Growth Portfolio

Avhva Indes-Linked Gilt

Awiva Cautious Fund of Funds Auhea MAC Cllt & Fiead Interest Avlva Artemis Global Growth 56 5 065% 0.15% 0.B0%
Auhea Daillia Hfard Gnean Werlchasida Conity = a nasac nnna: nae:
Awhea Cautious Managed AWIE HETITEMENT FroTection o= matiiis o L = e
= schroder Gl & Foed inte Avhea Balllls GHfford Cwerseas Equity EX F 0.45% SO0 .45
Awha Cautious Manager of Managers Avha BlackRock Aquila 50:50 Global Equity Index Tracker 56 a n.00% 0.00% 0.00%
‘orporate Bonds
Awhca Cazenowve Mult-Manager Diversity aviva Blackrock aquila 50040 Global Equity Index Tracker 56 a 000w 0.00% oLo0 %
Awhea ACCOM Cthical Corporate Dond
Anhea Defensdve Managed avrrs HIACkROCK A0UilE S0 slnhA]L RQUITY INAEY IrRckar nh a [ETeTE, PO [EREVLTS
I Gartmors Cautlouws Mansged AVIVE ALLEUN IMVESTIMENT Grads Bond Avhen RlnckRock Acqulla Cremroas Equbty Conesn aa - Ao aanas Annes
e e R e T S CEEE D S ) B Eat swtva Fac stewardship International 56 5 070% o.05% 0.75%
s ELe 5 oot ha J Awhva BlackRock Aqulla Corporate Bond In - supea Fidelity wWealthbullder 56 a 0.90% 0.25% 1.15%
whea tockmai anage
9 “whea BlackRock Corporate Bond awhea Fidelity worl deeide Special Shuations sz a LETE 0.00% 0.0
Awhva Growth Fund of Funds
Anhva Corporate Bond Aviva Global Equity 52 & 56 4 0.00% 0.00% .00 %
S i A T BT AT awhea Fidelity Moneygullder Incoms Autea HSBC Amanah &lobal Perslons 58 a n.30% a.00% 0.30%
Axtea Income Manager of Managers Avhea Inersco Perpsehaal Corpearate Bond b IRSTRHERS T Sy ss = asEYe N Lmave
Anha INVESCOD Managed Persion Awhes &G Corporate Bond Antea Imternational Indes Tracking 52 El [¥aTa LY [ NaT10S O
Awhea Invesco Perpetual Distribution Awtva M&G Strateglc Corporate Bond Avhva INVESCO Global Equitty Pension 52 4 025% 0.00% 0.25%
Avhea Investes Cautlous Managed Awhea Henderson Sterling Bond Awhoea IMVESCO Intarnatl onal Equity Fenslon 52 A LE-1-10Y LE.TU L1123
Awlea Investec Global Free Enterpri 56 5 065% 0.15% 0.80%
A Juptter High Income Awhra Old Mutual Corporats Bond L o erprise
e irvabal " Axtea Jupher Ecology 56 4 QEOY 0,209 1.00%
Avtea Juphter Mearlin Balanced Portfolio aviva Suetalnable Puluns Curpoerat= Bun
Global Bonds Awhea Jupttar Marin Worldwids Portfollc 55 ] 1.508% R 1.5580
Awtea Juphter Merlin Growth Portfolic = = =
Awtea Slobal Bond Aviva Marcin curre alobal alpha ELT Hl L= e LR EHAS
avhea Jupl‘r_er Marlin Income Portfolio r M n Intamatienal Rond Anbhea MRS Clobal Daskes b1 13 OESa, a.158L (=R =Lty
Avhea Naptune Balanced Aviva INVESTEC Emerging market Local cur VR MaG Global Leaders 56 aEs 015 [T
Awhea Henderson Managed Distri bution Avhed MSSE Kanaged Groselh 56 | a5 0.E0% C.ESY
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Awtea Legg mason Global Mull Strategy B
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OR THIS....

How can | take my
savings?

Savings phase _
Strategy Variable

Income

(The Growth fund)

How much should | Secured '
save? Income

Critical engagement phase
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MAKE ®& MERCER
TOMORROW,
TODAY
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