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Are we seeing the end of the pension
scheme?

» Tax efficient limits on pension savings continue to reduce
» Pensions are not tax free anyway, they (currently) defer taxation

» The Lifetime ISA is more tax efficient than pension saving for many
individuals

» Negative real interest rates mean long term savings do not make sense: if |
defer consumption | can consume less in the future....

» As an employer, | can pay you now or make you wait for your compensation
and give you less (or my employment costs increase)

~ Sowhat would you choose: cash now or a long term investment?
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Pension allowances shrinking

ISA allowances growing

300,000

250,000

200,000

150,000

100,000

50,000

=0=|SA limit =eo=Pecnsion Annual Allowance

[Still twice as high, and
with carry forward. But
lower for high
earners/people who
have accessed DC

flexibl
\ y

~

J

° —— o o

[ o ° D S S— o— “

2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18

ERi

RTTARES

Institute
and Faculty
of Actuaries

12



£1k employer spend =
How much post-tax retirement income?
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£1k employer spend = £879 gross salary =
£598 net income | |

Salary saved in ISA Salary saved in Salary saved in LISA  Employer pension
pension contribution

+  Employee pays 20% tax now, and will do in retirement
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The LISA: how It works

Eligibility

Must be under 40 to
open a LISA

Save up to £4k pa
from post-tax
income

Incentive

25% Government
bonus
Max £1,000 pa

Counts towards
£20k pa ISA limit

Bonus paid after
end of tax year

Age 60+, or 1st
home (to £450k), or
terminal iliness

Bonus from 18 to
50 (or tax year
when turn 49?)

Other: lose bonus +
5% penalty (25%
charge?)

401k-style loans?
Other approved
withdrawals?
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3-in-5 think LISA represents the future of

retirement saving

of employers believe the Government
% will eventually stop contributions coming

from pre-tax income

of employers think the introduction of
% the LISA will divert saving from
retirement to housing

of employers believe a pension scheme
% Is a better way to save for retirement

than a LISA

of employers think employees will look
% on pension schemes less favourably
than before as a result of the LISA

% Agree or strongly agree

Source: 2016 UK Willis Towers Watson Budget Survey

Pension managers more
sceptical about the benefits of
LISAs.

Almost 2-in-3 believe a

pension scheme is a better
way to save for retirement
than a LISA, compared to half
of HR managers
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Employer thoughts

Thinking about your own organisation, how do you think employees (currently aged under 40) will view a Lifetime ISA
(LISA), relative to a pension scheme? What do you think would be ‘best’ for them?

Prefer a 3 6 00 6 4%
LISAto a
. None or Some or
employees employees
Better off in 6 9% 3 1%
a LISA than
) None or Some or But mo
a pension few most worker
employees employees better o
PioY e LISA.
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Questions

Expressions of individual views by members of the Institute and Faculty
of Actuaries and its staff are encouraged.

The views expressed in this presentation are those of the presenter.

Institute
and Faculty
of Actuaries

17



