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Shining a light on pensions adequacy

In this briefing, we discuss the recent Pensions
Commission interim report — Pensions 2050:
evidence and future priorities — on the state of
retirement saving in the UK.

The Commission has been asked to consider how
the UK pension system can deliver adequate
retirement incomes in the face of an ageing
population, changing patterns of work and
increasing reliance on Defined Contribution (DC)
pension saving.

At the centre of the report is a clear warning that
Britain is not saving enough for retirement and
that individuals increasingly face complex
decisions, with limited understanding of the
choices available when approaching retirement.

Millions of people are under-saving

A headline finding from the report is that around 4 in
10 working-age people (approximately 15 million) are
not saving enough for retirement. In addition, around
45% of working-age people — roughly 18 million
individuals — are not saving into a pension at all,
despite nearly half of them being in paid work.

The potential consequences of such a significant
proportion of the UK population either under-saving
or not saving at all cannot be ignored. Individuals risk
being unable to achieve a satisfactory standard of
living in later life, potentially undermining their
financial security and dignity in retirement. This
uncertainty can create ongoing anxiety throughout an
individual's working life, as concerns about future
finances persist.

From an employer perspective, there may be
additional implications. Workforce productivity and
efficiency could be affected if employees delay
retirement due to inadequate savings. This may also
limit career progression opportunities for younger
talent, and create longer-term workforce planning
and retention challenges.
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Limited understanding of choices at
retirement

Other striking findings highlight the way individuals
access their pension savings.

Around 30% of private DC pension pots are
accessed at the earliest opportunity, with
approximately half withdrawn in full at that stage.
This behaviour suggests that many individuals may
not fully appreciate the long-term implications of their
decisions.

44% did not know what an annuity was and 27%
have never heard of income drawdown. This lack of
understanding can lead to poor decision-making,
which may irrevocably impact quality of life in
retirement.

Education and support in this area can play a vital
role in improving understanding of retirement
choices. They can empower individuals to make
decisions that align with their personal circumstances
and long-term objectives.

Even members of Defined Benefit (DB) schemes can
find themselves bewildered in the face of complicated
options to choose from when approaching retirement.

Expert guidance and simple ongoing education, for
people with all types of pensions, can be a real
game-changer. It gives them improved understanding
of the different choices available and supports them
in deciding the right route for their circumstances.

Unequal pension wealth

A major focus of the report is the unequal distribution
of pension wealth across the population, highlighting

concerns for women, carers, disabled people and low
earners, among others.

Structural barriers continue to prevent many groups
from building adequate retirement savings.
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Women, for example, continue to accumulate
significantly less pension wealth than men, largely
due to career breaks, part-time working and caring
responsibilities. This is reflected in the gender
pension gap, which stands at 48% for women in the
55-59 age bracket in 2020 to 2022, according to the
Department for Work and Pensions.

While the gender pay gap reflects earnings today, the
gender pensions gap reveals realities over the entire
working life to date. We expect the gender pensions
gap to improve, but given it is a historical statistic, it's
going to take a long time for there to be a material
change.

What can we do?

The interim report does not make final policy
recommendations, but it signals areas where change
should be considered. These include

e Pensions adequacy
e  Widening access to pension saving
e  Addressing inequalities in retirement outcomes

e Improving support for individuals navigating
retirement decisions.

The Commission's final report is planned for
publication in spring 2027. While we await its
recommendations, we recommend that employers
look at their pension strategy, workforce
demographics, and the effectiveness of their
retirement communications and support
arrangements.

For employers, the message is clear. Workplace
pensions will remain central to delivering good
retirement outcomes.

Simply meeting minimum legislative requirements
may not be sufficient to meet future employee
needs.

Offering a high-quality pension scheme, alongside
financial wellbeing support throughout employees'
working lives, can help attract and retain talent,
improve employee engagement and wellbeing, and
support workforce planning. Together, these
measures could play a critical role in bringing
about the changes highlighted in Pensions 2050.

Get in touch with our experts

We design financial wellbeing programmes for all
employers of all sizes.

Click on the picture below to read a case study of
how we designed a financial wellbeing programme
for one of the biggest companies in the FTSE100:
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From and

to one-to-one discussions, First Actuarial’s financial wellbeing

programme meets the needs of all employees and receives rave reviews at a leading fast
moving consumer goods business.

Staff
feedback

I wanted to express

my thanks after our
conversation on Tuesday.
The points you made and
the follow-up information
will prove invaluable to me.

| attended the webinar

in April, and it was brilliant.
The information provided
was interesting and
given in an easy,
understandable format.

| really enjoyed the open
and frank discussions.
It was a great opportunity
to explore the implications
of some very big
life decisions.

The | An ongoing financial wellbeing

challenge | programme for a FTSE 100 company

When this global fast-moving
consumer goods company introduced
pension scheme changes in 2012,
they experienced at first hand how
staff engagement can alleviate
workplace tensions.

First Actuarial put together a team of 50
at short notice to explain the changes in
100 site presentations and around 3,000
one-to-one sessions. On the back of this
success, the company started planning

afinancial welloeing programme
for its workforce.

“What we were looking to do was

quite new,” says the Benefits Manager
*and after reviewing the market,

we saw that First Actuarial's approach
to financial wellbeing was ahead of the
game. We liked their style — they were
the kind of company who could work
in partnership with us to develop the
programme.”

The | Meeting the financial wellbeing
solution | needs of all staff

First Actuarial set to work on 2 series,
of workshops and one-to-one sessions
covering finance topics of broad
relevance to employees. "We started
with Making the most of your money.”
says Peter sell, Director of

First Actuarial's Financial Welbeing
service, “and we received staff
feedback saying how helpful and
enjoyable it was."

With the programme established, the
company was keen to engage as many
empioyees as possible.

We thought about their lives, and the
real challenges they faced at certain
points in their lives, such as student
loans,” says Petec So First Actuarial

tarted to balance general topics with a
more targeted approach - introducing
topics like buying a house or managing
debt, which mignt not interest everyone,
but could be a lfeline to some.

First Actuarial also helped deliver

the programme flexibly to suit all
workplaces — from offices to factories
and research labs. They introduced
webinars, for exampie, and made the
recordings available on demand

lear at the beginning that
vanted face-to-face contact,”
nefits Manager, “but over
time we've added other formats, such
as webchats and online services. First
Actuarial have been very adaptable.”

Get in touch to discuss how we can support you in
improving the financial wellbeing of your employees.

Get in touch with our financial wellbeing team.
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