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Blingo! Pensioners to blow £5billion after cashing in
their retirement funds

Source: The Mirror

%

10 February 2016




Source: The Mirror
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Looking for answers overseas
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UK annuity market — future size

2013 annuity
market: £11.9bn : :
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What happened in Oz?

1%
™

Use of lump o \‘

sum for those

who retired and
age 65 and over

19%

Pay for home improvementsipay off mortgage/buy a home
Keep it invested in a pension scheme

= Pay for a holiday

= Help family members

= Other

21%

= Invest the money elsewhere or put it in the bank
* Buylpay off a car

= Clear other debts

= Purchase an immediate annuity
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April 2014 - what did consumers want at retirement?

Source: Partnership quantitative research conducted by Opinion Matter in April 2014 on

2,006 people between the ages of 45 and 70
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Was it all about the pot size?

Attitude to risk

Size of total assets

Tax implications

Level of financial
knowledge

Level of financial
confidence

Attitude to
inheritance/estate
planning

Basic need for money
Income requirements

Whether or not a
financial adviser is
involved




70% expect to stay with their existing pension providers

Very likely ®Likely * Unlikely ®™Not at all likely
Keep with pensions company 26% 21%
Seek paid independent advice 23% 249,
Shop around myself 20% 27%

T nvest mysert | %R 37%

Q: Given the budget announcement, which stated that people no longer have to convert their
pensions savings into an annuity or regular income in retirement with their pension company, how
likely are you to do the following? Base: All those saving into a pension (614) Source: Bdifferent
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Almost 40% plan to take the cash from their pensions
and invest it elsewhere; Over 25% will pay off debts
Pay off debts or mortgages | N NN
Investinbuy tolet/ property [N
Give money to children or family [l
Spend the money on holidays [l
$pend the money on luxuries [l
start a new business [l

other |

Q. If you decide you to take all the money built up in your pension pot, what would you
likely spend it on? Base: All those saving into a pension (614)Source: Bdifferent
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Can consumers manage their retirement income?

Longevity Volatility Sequencing Inflation

Flexibility Tax Life changes
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Not everyone who needs advice will get it

200
00
Size of
Pension
(E000) 25

Guidance Restricted Full advice
advice
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Pension Freedoms — fears about customer
behaviour

Most people would not take an annuity

Those with the smallest pots would be more likely to cash it in and
spend it

That the least wealthy and least financially competent would
struggle to choose a good route and would not be helped with any
advice

That people would run out of money during their retirement
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Pension Freedoms — reality of customer
behaviour
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Reality — 3 months post Freedoms (Apr-Jun2015)

204,581 people accessed their pension savings, compared with
fewer than 95,372 during the same period in 2013

The most popular options have been UFPLS full encashment and
income drawdown.

82% of the UFPLS full encashments were for pots under £30,000

Source: The FCA
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£1.8 billion withdrawn in first two months

X « Over £1 billion in cash
« £800 million income drawdown payments

Source: The ABI
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Drawdown proves to be popular

2012 per month | April and May
2015
Annuities £1.2 billion £630 million
Drawdown £100 million £720 million

Source: The ABI
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The advice gap is alive and kicking

Underused Pension Wise staff are being redeployed to work for
The Pensions Advisory Service's (TPAS) main services instead.

October 2015
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Reality — easy access to their pots
What consumers told us

The Government said | could take it all
out, we are broke so | decided the
amount | would get as pension wasn't
worth leaving | took the whole lot out
(E70K pot, aged 56)

I had 4 or 5 small pensions,
after receiving packs from each
company, | lost interest and took
it all out (E50K pot, aged 65)

I did all the research around the
tax and decided to ‘take it on the
chin’— if meant | could access

all the money (£40K pot, aged
62
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Awork colleague said | could take out
all the money, | needed it now so |
went for it...it was all very easy (£30K
pot, aged 55)

Reality — those with advisers less likely to access
all their pot

The important thing for me arriving at
retirement was to work out how much |
would need to pay all my bills and then
discuss the variable costs, | needed
financial advice to help me plan

You haven't got a crystal ball and look
into the future and assess how much
time you have and how much money
you need, but at least a financial
adviser can help work it out with you

I've spoken to an adviser, | could
take the lot but I am not going to, |
am going to drawdown, | wont go
into an annuity now

I am not financially astute, | don’t
want any responsibility, | want
someone who can advise me

George Osborne seemed to be telling
everyone take out your money and
spend it, | guess to boost the economy,
it won't help in the long run
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Reality — with choices comes responsibility

« The majority of pension customers admit to not having done much
in the way of detailed planning financially for retirement

« Most have no idea of how much their pension pots are worth,
having not really looked at their pension statements over the
years, they have not thought about what percentage of their
working income they will need to survive in retirement

« At the point of retirement the decisions that have to be made are
daunting and with choices comes responsibility

« Only a few retirees feel confident in making their own investment
decisions
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Reality — overall pension freedoms are seen as

positive

« Those aged 55 plus with pensions, are aware of the options open to
them

« Most welcome having the freedom to choose and feeling of being in
control of their own finances, but some find the choices complicated
and confusing

« The biggest area of confusion lies around tax — whilst they are
familiar with 25% of their pot being tax free , most are not aware of
what happens to the 75%

« The higher networth tend to have an adviser but the majority of the
population rely on the information from their pension provider
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Reality — brings real decisions
What consumers said they are worrying about

There are now a lot more options, we
have been given control but | am
trying to work out what to do with my
pension and | feel very confused

If you are clever at working out
what to do you can take your
pension in small stages and
avoid paying tax

It is great you don’t have to take an
annuity anymore, the rates are very
poor but to an extent you have to
gamble with your pension as you don’t

know how long you will live

Retirement is far too close and
the choices out there are unreal

77/ 3 ¥
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Reality: Real people are individuals who have
different attitudes and behaviours
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The squirrel

Truly independent, happy to gather
information, deal directly and confident to
make decisions

““It won't be a spur of the moment decision.
ll be crunching excel for a while”

“I think you would be foolish not to have it all

worked out and researched your decisions

Behaviour
LIy
What they
said
L
Information
| needs
e

Check lists/critcal path to help feel confident that the}
have made the right decisions

Information is very important

‘They want an easy online process to sort al their
finances efficiently

Source: Bdifferent syndicated at retirement research study

The mouse

/ Behaviour

Organised and realistic about need to sort
income but overwhelmed by choices and no
confidence to make decisions

“I'm a little bit concerned. | just want to be

safe”
“I will speak to my friend, she has done it
before”

What they
/ said
Information
/ needs /.

Want to get ‘advice’ but don't know where to go

Want to gather lots of information, read it al, but have.
someone else to confirm their decisions and reassure
They need a helpiine alongside an oniine site.

Source: Bdifferent syndicated at retirement research study




The ostrich

Know they need to do something about their

sen retirement income but are depressed about
/ ehaviour outcome so burying head in the sand

“I've put all my paperwork in my too difficult

What they pie to read later”
/ waid “'m waiting until I'm close to retirement,

things might change”

Follow-up phone calls from providers to promp!
Information them to move along with the process
Pre-filled forms they sign
Basic step by step process
Tick box answers to choices given

Source: Bdifferent syndicated at retirement research study
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The pilot fish

Have a long term financial adviser who they
Behaviour are happy to follow their recommendations.
Confident they are doing their best by
/ leaving to the professionals

“From personal experience, they open your
eyes to stuff you probably don't even know
Whatthey 4 you probably
said

about. That's the difference”
/ “I hand everything over to Debbie. Here you

are Debbie, sort this out’

Copy adviser in on all the information
Ensure the customer knows the adviser
has the information

Information

Source: Bdifferent syndicated at retirement research study
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