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The Duration and Cost of Today’s
Retirement
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Agenda

What does retirement look like for most people?

How do people view retirement?
How much income will they want?
What are their perceptions of longevity?

What do they want from their retirement savings?

Can new solutions better meet their expectations?
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What Does Retirement Look Like Today?

Is the U shaped retirement becoming the norm?
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Some Retirement Facts

‘Theicharacter of retirement is changing as well as the start date
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The Classic ‘U’ Shape of Retirement Income

Fadateielyla] .
Active Passive Long Term care

pacteRalelo]

EAGEOD ]

£ 006

E2ong

L1000

o &
N i “: = SE A2 ,{/\ BB B T

Retirsment Advantags

The Active and Passive Phases of Retirement
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The More Likely ‘U’ Shaped Retirement Income
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When Will You Retire and What Will You Do Next?
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Another Shape of Retirement Income
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Costs and Concerns

Most won’t meet their expectations for retirement
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Biggest Retirement Concerns
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Is Happiness Annuity Shaped?

Ensiining essential expenses are paid can lead to a happier retirement

Holidays,
0O | entertainment,
hobbies and interests
. Home repairs,

Occasional children’s weddings
Insurance, clothing,

car maintenance
. Food, electricity, gas,

Essential water, Council Tax
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How Muich Income Do You Think You'll Need and How
Muich will it Cost?
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The Cost of Retirement
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Average Income £34,788 £16,796
Basic State Pension £ 9643 £ 6,029
Other Income £25,145 £10,767

Retiieent Advantugs
ONE Family Spending Survey 2013

The Cost of Retirement
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Fund required (healthy) £491,800 £196.163
Fund required (impaired) £470,025 £181,669
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The Cost of Retirement - sources of income

f

Earnings 7%

Earnings 219%

Pensions
Investments 36%

Pensians
Investments: 44%

Benefits 57%
Benefits 35%

i
M e ONS Family: Spending Survey 2013

The Cost of Retirement
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Income from Pensions & £ 15 307 £ 6,047
Investments.

Healthy £299,378 £110,162
Unhealthy £286,122 £102,039

Average pension Fund for Annuity Purchase 2015 £56,433
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Longevity

“They misunderestimate me”

George W. Bush

Bentonville, Arkansas; November 6, 2000
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To Which Age Category Would You Expect to Live?
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How Realistic are Those Expectations?
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Longevity DB vs. DC
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Needs, wants and understanding risk

Contradictory requirements make satisfy demands difficult

Retirement Advantage

Soutrces of Advice

Internet - Financial Adviser,
449

44% : i
Pensions Wise
40%

Newspaper, TV or.
radio

Friends or family,
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What People Want from Retirement Products

Instant access.

Income growth
10%

Flexibility:
33%
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How Much Risk Would You Take
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2%

Reasonable
amount.
29%

y...

46%

A o nloss oz siatod; A om YouGov Plc. Tolal sample Size-was 1001 aduls. Fieldwork was
REUFstent Advantage:  indenakes bstwen D608 0T UOBLS: The Suney was caned out pnine: The-figures have been weighted
i ave tepreserialel bt it RoSe e St Wi Saie foir bF O BehSioi anit Nat i retirement (aged 50+)

How Will You Use Retirement Savings?

Lump sum and spend [N s>

Lump sum and re-invest elsewhere — 12%

TFC plus guaranteed income _ 23%
TFC, lump sum and guaranteed income _ 23%
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How to Reconcile Certainty and Flexibility?

Existing products offer these features but not together

Certainty - Annuity Flexibility — Drawdown
<. Guaranteed income for life » Growth potential

* No growth = Loss potential

= No Joss « Totally flexible income

- Inflexible < Investment choice

Return of fund death: benefits

“
.

Some death benefits

Money-back guarantee or guarantee
periods

Retirement Advaniage -

Buy Annuity and Drawdown and get both sets of features

An annuity as an asset of the pension scheme like any other

Annuity Srawdown
Guarantee Annuity and “lexible
Inflexib! drawdown in a uaranteed
Lifetime in SINGLE tax 1ent choice
advantaged
wrapper

Retgment Advantage

Death Benefits

Annuity and drawdown: together can offer tax benefits

Annuity in
drawdown

Annuity Drawdown Drawdown

Spreading annuity fump sum can reduce
Annuity lump sum as a single tax bill
payment may lead to higher
marginal tax rate

Refrement Advartage
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income Flexibility and Tax Benefits

Annuity and drawdown together can offer a more flexible income and tax benefits:

Annuity in

Drawdown
drawdown

As the annuity income never leaves

the scheme, no:tax is payable and

income can roll up gross within the
. drawdown pot for later use
Alternatively, annuity income can be
suspended to manage tax;

Tax Tax

paid “ reclaimed
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Conclusions

Most people still underestimate the risks they face in retirement

Retirement preparedness still has some way to go for individuals to
have sufficient resources to retire as they would wish

Expectations of what retirement will look like have yet to catch up with
reality

Many will continue to rely on working longer and additional state
benefits

Little or no tolerance for risk for most people

Understanding of providing retirement income is limited as
requirements are often contradictory

Pension freedom gives product developers the opportunity to offer new
solutions which help to meet retirees requirements

BEUEIENE AvARKAGE

Conclusions

A full copy of our report De-risking
Retirement’ is available at

www.retirementadvantage com
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