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“As actuaries, it is our role to ‘do the maths’ and we believe that it is in the
public interest to demonstrate the potential scale of under-saving, and the
impact it could have on people’s retirement prospects,” added Mark Williams,
chair of the IFoA’s pensions board.

‘Working for longer is the obvious way of making up the shortfall for those who
are able to. In a separate study this week by Fidelity International, just over
half of UK adults said they planned to work at least part-time during their
retirement, with 45 per cent expecting to work into their 70s, and almost one in

ten (9 per cent) into their 80s or beyond.

The UK government’s 2017 review of automatic enrolment estimated around
12m people, or 38 per cent of the workforce, were under saving for retirement.
However, the government has said it would wait to assess the impact of this
year’s increase in minimum contribution rates from 5 per cent to 8 per cent,
before deciding whether steeper contributions should be mandated.

The Department for Work and Pensions said: “Automatic enrolment has been
extraordinarily successful, bringing millions more people into workplace
pension saving since 2012. Contribution rates are designed to balance bringing

low earners into saving with affordability.”
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Pensions
Save £800 a month to afford ‘moderate’
retirement

Actuaries say large proportion of workers on average earnings only save the bare minimum
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‘Workers on average earnings will need to save more than a quarter of their
monthly salary, or £799 per month, to afford a retirement where they can eat
out in restaurants or take a holiday abroad according to new analysis.

Calculations prepared by the UK’s leading body for actuaries suggest that even
‘workers who manage to save at this level are headed for a “moderate”
retirement lifestyle, where they will be unable to afford luxuries such as theatre
trips and beauty treatments.

The costs of funding a basic, moderate and comfortable standard of living in
retirement were set out on Wednesday in new analysis from the Institute and
Faculty of Actuaries.
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The IFoA’s analysis indicates a “large proportion” of the UK population will not
be able to achieve an adequate lifestyle in retirement because they are saving
the bare minimum.

“The IFoA is concerned that widespread under-saving will leave many unable
to achieve the type of retirement they expect,” the report said.

“The stark reality is that current minimum auto-enrolment contribution rates
of 8 per cent (3 per cent from employer and 5 per cent from employees) are
unlikely to be sufficient for many individuals to secure an adequate retirement

income.”

The IFoA analysis suggested that by saving a pensions contribution of around
£86 per month, a worker could fund a minimum standard of living in
retirement from the age of 68. This basic lifestyle would include an annual
holiday in the UK, not abroad, and a budget of about £38 for the weekly shop.

‘Workers would need to save significantly more — around £799 per month — to
get to a moderate level of standard of living in later life, which would stretch to
a two-week holiday in Europe and a long weekend in the UK every year, plus
£46 on the weekly food shop.

Individuals would need to save significantly more — £1,755 per month — to
fund a “comfortable” retirement which would include money for luxuries such
as regular beauty treatments, theatre trips and a three-week annual holiday
abroad and £56 a week on the food shop.
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Pension automatic enrolment
Regulator probes concerns employers are
avoiding pension role

The IF0A estimates assumed individuals
‘would retire at 68 and their pension
savings would be in addition to the income
they would receive from the maximum
state pension, currently £8,600 a year.

“While automatic enrolment is lauded for
getting the UK saving again, there is
clearly unfinished business when it comes
to ensuring people are saving enough,”
said the report.




