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Understanding how members will use Freedom and Choice 
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In-depth interviews and 
focus groups with DC plan 
members age 50+  
 
Undertaken by Ignition 
House on behalf of the 
Pensions Policy Institute 

How will you use your retirement savings? 
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I am just going to 
leave it invested… 
I might leave it to 
my daughter.” 

Male, aged 66–70 

My wife’s one for “let’s live for today as I don’t 
know what’s going to happen tomorrow.” I am 
apprehensive but I would like to enjoy some of 
that money that I’ve saved all my life. I would 
like to spend some of it while I’m able to.” 

Male, aged 61–65 

Female, aged 61–65 

I will take 25% tax free cash. Before the 
Budget, I  would’ve used the rest for an 
income through an annuity. Now I want 
to have 2 years salary as a safety net 
saved and I will leave what’s left after the 
tax free cash there and take some if 
anything comes up.” 

Source: Ignition House research for the Pensions Policy Institute, January 2015. 
The information contained above is for illustrative purposes only. 
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Source: Ignition House research for the Pensions Policy Institute, January 2015. 
The information contained above is for illustrative purposes only. 
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Could you make a decision about how you are likely to want to 
take your pension 5 to 10 years before retirement? 
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I don’t want to make a decision 
5 to 10 years before retirement, 
you don’t know what your 
circumstances are going to be.” 

Female, aged 56–60 

I would have thought two 
years before. What’s the 
point of doing it before 
then?  You make your mind 
up and do it when you need 
to do it.” 

Female, aged 56–60 

Do you know when you will retire? 

Source: SSGA UK  & Ireland DC Survey by TRC, August  2014. 
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29% 

Know 
exact year 

22% 

Within  
2 year range 

15% 

Within 
5 year range 

33% 

Unsure 
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Years to retirement 

Developed Markets Emerging Markets DDF Non Gilts Index Linked Gilts

Retains growth assets 
beyond retirement age to 
provide returns required to 
sustain income drawdown 

All stocks fixed income 
allocation reduces volatility 

Index-linked allocation 
provides inflation protection 

** 

Target Volatility Trigger (14%) on equity  
exposure mitigates risk of losses 

Dynamic Diversified Fund reduces 
volatility compared to equities 

Initial de-risking 
starts 20 years to 
target date 

Timewise target date glidepath balances growth with risk management 
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A glidepath for the new retirement flexibilities? 

** Developed equities will be 50% GBP hedged. Source: SSGA Target Retirement Funds — strategic asset allocation schedule as of 30 September 2014. The information contained above is for illustrative purposes only.  

Time to Retirement (years) 

Allocation 

Source: Ignition House research for the Pensions Policy Institute, January 2015. 
The information contained above is for illustrative purposes only. 
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What are your thoughts on having some pre-defined funds for your 
retirement years rather than making the choice yourself? 
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I would not like to make the 
choice myself, I don’t have 
the experience to do that. 
They’re the professionals, 
therefore they know what 
they’re doing.” 

Male, aged 61–65 

I think really you should leave 
things in the hands of people 
who know what to do and take 
their guidance on it. I know 
they can’t tell you what to do 
exactly, but at least they guide 
you in the right direction.” 

Female, aged 61–65 
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What investment risk would you be willing to take in retirement? 

Source: Ignition House research for the Pensions Policy Institute, January 2015. 
Note: Based on focus group interviews only, may not be representative of DC population 
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Option One 

Holding all in cash 

Option Two 

Low risk portfolio  
(Mainly bonds, some shares) 

Option Three 

Medium risk portfolio  

(60% shares, 40% less risky assets) 

Option Four 

High risk portfolio  

(80%+ in shares) 

Mix of Options 

Two, Three & Four 

21 n= 
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Surveyed 

1 

10 

5 

0 
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Say there are 10 men who are retiring at 65 in good health. 
How many of these will live to…? 
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70 
years old 

years old 

80 

years old 

100 

years old 

90 

Source: Ignition House research for the Pensions Policy Institute, January 2015. 
The information contained above is for illustrative purposes only. 

93%  

73%  

39%  

9%  

ONS data for life expectancy of 
a 65 year old male 

Survey Response 
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Would you be interested in purchasing insurance that provides 
you with a guaranteed income if you live beyond a certain age? 
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Yes Maybe No 

 Respondents could see how this could offer them a ‘safety net’ 
 The biggest barrier mentioned was the cost 
 For a £5,000 secure income starting at 85, with premiums 

commencing aged 65, a cost of £500–£1,000 p.a. was acceptable 

15 7 7 

29 n= Surveyed 

Source: Ignition House research for the Pensions Policy Institute, January 2015. 
Note: Based on F2F interviews only, may not be representative of DC population 

Retirement income solution: the best of both worlds? 
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Source: SSGA Defined Contribution 
* Assumed age at retirement 
** Assumes that at age 80 portfolio balance is depleted.  
Note: For illustrative purposes only. 

Annuity Replication Deferred Annuity Holdings Annuity Payouts 

Phase Age Portfolio Characteristics 

Phase 1 Prior to 55 Accumulates assets and operates like a normal target date strategy 

Phase 2 55-65 Allocates a portion of the fund to purchase an annuity replication strategy 

Phase 3 65-80 At 65 fund sells annuity replication to purchase allocated deferred annuity 

Phase 4 80+ Income distributed in the form of annuity payments 

LIFELONG INCOME 

Phase 4 Phase 3 Phase 2 Phase 1 
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Our Conclusions from the Research 
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More varied 
use of 
retirement 
savings 

Greater 
appetite for 
keeping assets 
invested after 
retirement 

Challenges 
in getting 
members to 
choose a path 
in advance 

Desire for ‘at 
retirement’ 
default and 
limited choice 

Interest in  
longevity 
insurance for 
later life 

How should DC schemes support members into retirement? 

Planning your retirement? 

1. When do you expect to retire? How certain are you about that? 

2. Will you work part-time when you have retired? How much and how long? 

3. What level of income will you require in retirement? 

4. What sources of income will you have in retirement? How much will it be? 

5. How will you access your assets in retirement (cash lump sum, annuity, drawdown)? 

6. Where will you get advice on your retirement planning? 

7. How will you choose a provider for your retirement income needs? 

8. What level of risk do you want to take? Which fund will you choose? 

9. How long does your money need to last? At what rate will you draw down? 

10. How do your spouse’s answers compare? 

 

Source: SSGA for illustrative purposes only 
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More detail 
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Click here 
to view the research paper 

Important disclosures 
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United Kingdom: State Street Global Advisors Limited. Authorised and regulated by the Financial Conduct Authority. Registered in England. Registered No. 2509928. VAT No. 5776591 81.  
Registered office: 20 Churchill Place, Canary Wharf, London, E14 5HJ. Telephone: 020 3395 6000. Facsimile: 020 3395 6350.  

Assumptions and forecasts used by SSGA in developing the Portfolio’s asset allocation glide path may not be in line with future capital market returns and participant savings activities, which could 
result in losses near, at or after the target date year or could result in the Portfolio not providing adequate income at and through retirement. 

Investing in the Managed Pension Fund is effected by means of an insurance policy written by Managed Pension Funds Limited, a member of the State Street group of companies.  
This document should not be construed as an invitation or inducement to engage in investment activity. The Managed Pension Fund is available to pension schemes (including overseas schemes) 
registered with HM Revenue and Customs for the purposes of Chapter 2 of Part IV of the Finance Act 2004. This document should therefore only be circulated to the Trustees of such schemes and 
their advisers who are deemed to be professional persons (this includes professional clients and eligible counterparties as defined by the Financial Conduct Authority). It should not be circulated to 
or relied upon by any other persons. In particular scheme members should consult with their employer or scheme trustee. Please note that neither State Street Global Advisors Limited or Managed 
Pension Funds Limited offer actuarial services and any investment service undertaken by those firms with an objective of matching projected pension fund liabilities does not include, or take 
responsibility for, the calculation of projected liabilities. Any illustrations exclude the impact of fees, and actual investment returns may differ from projected cashflows, these projected cashflows 
are not projections of any future benefit payable under a specific policy. 

Investing in foreign domiciled securities may involve risk of capital loss from unfavorable fluctuation in currency values, withholding taxes, from differences in generally accepted accounting 
principles or from economic or political instability in other nations. 

Investments in emerging or developing markets may be more volatile and less liquid than investing in developed markets and may involve exposure to economic structures that are generally less 
diverse and mature and to political systems which have less stability than those of more developed countries. 

Investing involves risk including the risk of loss of principal. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSGA's express written consent. 

This communication is directed at professional clients (this includes eligible counterparties as defined by the United Kingdom: Financial Conduct Authority (FCA)) who are deemed both 
knowledgeable and experienced in matters relating to investments. The products and services to which this communication relates are only available to such persons and persons of any other 
description (including retail clients) should not rely on this communication. 

Government bonds and corporate bonds generally have more moderate short-term price fluctuations than stocks, but provide lower potential long-term returns.  

Bonds generally present less short-term risk and volatility than stocks, but contain interest rate risk (as interest rates rise, bond prices usually fall); issuer default risk; issuer credit risk; liquidity risk; 
and inflation risk. These effects are usually pronounced for longer-term securities. Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss.   

Risk associated with equity investing include stock values which may fluctuate in response to the activities of individual companies and general market and economic conditions. 

The information provided does not constitute investment advice as such term is defined under the Markets in Financial Instruments Directive (2004/39/EC) and it should not be relied on as such. It 
should not be considered a solicitation to buy or an offer to sell any investment. It does not take into account any investor's or potential investor’s particular investment objectives, strategies, tax 
status, risk appetite or investment horizon. If you require investment advice you should consult your tax and financial or other professional advisor. All material has been obtained from sources 
believed to be reliable. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for decisions based on such information. 

Web: ssga.com 

©2015 State Street Corporation — All Rights Reserved. 

Tracking Number: DCUK-0139 

Expiration Date: 31 May 2016 
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http://www.pensionspolicyinstitute.org.uk/publications/reports/transition-to-retirement-defaults
http://www.pensionspolicyinstitute.org.uk/publications/reports/transition-to-retirement-defaults

