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FOREWORD
BY CARLTON HOOD

We are at a key transition point
in the way we view retirement.
Retirement used to happen at
a pre-determined age, with a
pre-determined income and it
was a time for rest and reflection.
Today it happens more gradually,
income is less certain and more of
us expect to carry on working in
some way. This is not as grim as it
sounds. The single biggest reason
for retirement is a positive one:to explore and enjoy this new
chapter in their life. Today we see
retirement as an opportunity, not
an end and many of us are looking
forward to it, despite the financial
challenge it presents.

19% of us now stop working
full time purely because we
reach state pension age.
34% of people said their
reason for retiring was that they wanted to
enjoy a new chapter in their life but only 28%
said it was because they had the financial
freedom to do so.
Financial freedom is
% significantly more likely if
you take advice and plan
carefully. The average income
in retirement for those that take regular
financial advice and have a clear target
is £27,736. This is 53% higher than the
average income of £18,138 for those that
do not take regular financial advice.

53

Property is becoming
increasingly important for
income in retirement. Almost
a quarter of people would
consider releasing value from their property
to fund their retirement but only 2% of retirees
currently use equity release. 16% of people
would rather sell their home and downsize
to provide retirement income. The industry
needs to look for new solutions to help people
realise value from their property.
A massive 89% of people
are aware of the recent
pension reforms but only 43%
understand the impact on them
personally. Income drawdown remains
a mystery to many as 36% claim no
understanding of the concept, but despite
this, just 1% had spoken to the Government’s
Pension Wise service. There is still much to do
to improve understanding.

CARLTON HOOD
CUSTOMER DIRECTOR
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EXECUTIVE SUMMARY

SECTION 1 – THE RETIREMENT EXPERIENCE

19%
26%
£19.7k

Retired purely because they hit state retirement age.
Retirement is no longer a cliff-edge. The top reason for choosing to retire when they did, given by 34% of people, was
that they wanted to enjoy their ‘2nd Life’.

Of pre-retirees will continue to work part time in retirement.
This is more than double the 11% of current retirees who obtain some of their income from part time working.
Three-quarters of these say they are in part time work because they feel too young to leave work altogether.

Average retirement income in the UK is £19,700 per annum.
Those approaching retirement (aged 50+) are expecting a retirement income 32% higher, of on average £26,000,
a gap between expectation and reality of £6,300.

SECTION 2 – PROPERTY WEALTH & DEBT IN RETIREMENT

25%
30%
4

Reduction in the number of pre-retirees suggesting they will use buy to let as a
source of income in retirement.
In our last report, 11% of pre-retirees indicated they expected to use a buy to let property to fund part of their
retirement. At the time, this compared to just 2% of retirees who were using buy to let. Our latest report shows that
just 7% of pre-retirees now plan to use buy to let.

Of people had debt when they reached retirement, with the average amount of
debt at £34,600.
Just 17% of pre-retirees expect to have debt at the point they retire, but those who do anticipate similar levels, at
£33,600.

SECTION 3 – FINANCIAL ADVICE / PLANNING PAYS

53%
20%
86%

Uplift in retirement income between those who have never sought advice and
those who see an adviser regularly.
The average retirement income in the UK is £19,700. For those who have never sought advice this falls to £18,100.
Regular financial advice, together with a target income to aim for, helps secure an average income in retirement of
£27,700.

Of people now have a good understand of drawdown.
This signifies a 3% increase on the level of those who said they had a good understanding of the concept in 2014.

The proportion of people who saw an adviser regularly who have a will in place.
This compares to just 57% of those who do not have an adviser. Being advised means being better prepared for
your financial future.

SECTION 4 – FREEDOM AND CHOICE

43%

Of people are not aware of the impact that the pension reforms will have on their
personal circumstances.

75%

Reduction in the use of annuities for retirement income.

However 89% are aware that changes have happened, showing that there is still work to do to increase
understanding.

Prior to the April reforms, 65% of current retirees had converted their pension savings into an annuity. Now the
changes have been enacted, just 16% of those approaching retirement who will have the option to purchase an
annuity will do so.
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SECTION 1

THE RETIREMENT
EXPERIENCE

Just 19% of Britons stop
working purely because they
reached the state retirement
age. The majority stopped
working when they did as they
wanted to enjoy a second life in
retirement and could afford to
stop working.

A third (34%) of all retirees said their decision to retire was driven by their desire to enjoy
their second life in retirement. Just under a third said their decision to retire was driven by
their ability to afford it. Just 19% said their decision to retire was driven by reaching the state
retirement age.

Top reason for retiring

34%

People wanted to enjoy the next stage of life.

28%

Having the financial freedom

Reasons out of their control for retiring:

8%

Lost my job.

22%
Ill health

11%

Family reasons
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SECTION 1: THE RETIREMENT EXPERIENCE

WHAT TO DO AND WHERE
TO GO

Those with an annual income of £60,000 plus are setting their sights on being international jet-setters in retirement, with 8% looking to emigrate,
40% looking to spend a considerable amount of time each year overseas, and 7% looking to spend a few years overseas before returning
to the UK.

Active retirements
• Traditional retirement pursuits are still
popular but more exciting activities are
also planned.
• One in five plan to make things while
others will take up photography and
computer studies.
• More active retirements are planned
as cycling (12%) is more popular than
golf (7%).
38% of those in retirement have taken up
a new pastime/interest, and 35% have
focussed on an existing interest. The list of
pastimes selected by 10% or more of retirees
is as follows:
1 Gardening

6 Art

2 Rambling /
Walking

7 Studying

3 Charity work /
Fundraising
4 Making things
5 Music related

8 Swimming
9 Knitting
10 Bird watching
11 Writing
12 Cycling

Top destinations for people
with annual income over
£60,000 to emigrate to, or
spend a considerable amount
of time at are:

Top destinations for people
with annual income under
£25,000 to emigrate to, or
spend a considerable amount
of time at are:

France

19%

Spain

18%

Spain

18%

Australia

11%

USA

16%

France

10%

Australia

6%

Greece

6%

Better weather (30%) and better lifestyle (25%) were the top reasons given across all income
brackets for moving overseas, either permanently or temporarily. Another key reason was to be
near family and friends (17%). Financial reasons rated bottom of the list with just 4% stating this
as a motive.
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SECTION 1: THE RETIREMENT EXPERIENCE

INCOME SOURCES

Sources of income vary between
retirees and pre-retirees. These
show some changes from 2014
with the biggest differences
remain those between what
current retirees use for income
and what pre-retirees anticipate
they will use particularly when
it comes to part time working or
downsizing.

The average retirement income in the UK is £19,700 per annum, an increase of
£700 from 2014.
Those approaching retirement (aged 50+) are expecting a retirement income of on average
£26,000, a gap between expectation and reality of £6,300.
There are a number of sources that people are looking to to provide for them in their later years.
2015 respondents say that:
1 Retirees are still enjoying the golden-age of final salary pension schemes, with 53% of
retirees receiving income from one.
2 Participation in defined contribution schemes is also increasing. 24% of retirees (2014:
18%) and 29% of pre-retirees (2014: 24%) have an element of DC scheme.
3 Pre-retirees remain more optimistic that they will downsize their home to provide an income.
16% expect to do so compared to just 3% of current retirees who do so. This has shown a
slight increase from 15% and 2% respectively from 2014.
4 Over a quarter of pre-retirees expect to work part time in retirement, compared to just
11% who currently do.
PRE-RETIREE
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RETIREE

Amount using
this source

Avg % of
income from
this source

Amount using
this source

Avg % of
income from
this source

Company final
salary pension

37%

48%

53%

58%

State pension

87%

42%

75%

47%

Company defined
contribution pension

29%

28%

24%

32%

Part-time work

26%

24%

11%

26%

Savings accounts

36%

16%

41%

11%

ISAs

32%

13%

37%

11%

Property, buy to let

7%

30%

6%

35%

Property, equity
release

5%

33%

2%

18%

Property, downsize
from main home

16%

24%

3%

23%

Inheritance

15%

24%

8%

19%

Other investments
(stocks and shares,
bonds etc.)

16%

13%

24%

11%

SECTION 1: THE RETIREMENT EXPERIENCE

WELL-BEING AND
LONG TERM CARE

We asked respondents how they felt about different elements of their retirement, or their expected
retirement.
FEEL POSITIVE ABOUT

FELT NEGATIVE ABOUT

47%

PERSONAL FINANCES

26%

43%

PHYSICAL WELLBEING

28%

53%

MENTAL WELLBEING

16%

34%

ABILITY TO SUPPORT LOVED ONES

15%

16%

LONG TERM CARE NEEDS

36%

44%

SOCIAL LIFE

13%

57%

PURPOSE IN GENERAL

12%

UK facing up to the need for a long term care plan
• Nearly half (47%) of Britain’s wealthiest individuals (those earning over £60k a year) will set aside savings to pay for long-term care. Of those
saving, the majority (58%) will save over £100,000 to pay for care costs.
• Those on lower incomes (below £25,000) plan to set aside an average of £62,800 to pay for their long term care needs.
• 21% of less wealthy individuals plan to rely on the state, compared to just 14% of the wealthiest individuals
• Wealthy individuals are more likely to rely on their partner to care for them – 26% versus 16% for less wealthy individuals.
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SECTION 2

PROPERTY WEALTH &
DEBT IN RETIREMENT
PROPERTY WEALTH

The majority of our
respondents own their
own property. This section
explores how the UK intends
to use property as a means
of providing income in
retirement.

22%

59%

Yes

No

Would you consider releasing value from your
property to fund your retirement?

10

50%

50%

40%

40%

30%

30%

20%

20%

10%

10%

0%

0%
I don’t understand how I could release value

60%

I don’t believe I would get good
value for money by doing this

60%

I don’t want anyone else to have an
interest or hold over my property

70%

I want to leave my house to my children/
grandchildren when I pass away

70%

I don’t need the extra income

80%

To enable me to leave my pension untouched
so it can pass on tax efficiency to beneficiaries

80%

To reduce any inheritance tax bill
on my estate when I die

• This could be a result of increasing house
prices making purchases unachievable on
pension encashment, or press coverage
since the turn of the year highlighting the
true costs of buy to let.

90%

To help me pass on money to my children/
grandchildren while I am alive

• This is good news for first time buyers as
retirees reconsider purchase of buy to let
investments.

Why would you not consider
releasing value from your
property in retirement?

90%

To pay for long term care

• Fewer pre-retirees are looking to use buy
to let as a source of retirement income than
in 2014 (7% vs 11%).

Why you would consider
releasing value from your
property in retirement?

To help provide an income

• 34% would consider releasing value from
their home to pay for long term care. Yet
there is still an apparent reluctance to do
so - and hang onto the family home - as
very few use equity release in retirement
(page 8).

SECTION 2: PROPERTY WEALTH & DEBT

DEBT IN RETIREMENT

60%
50%
40%
30%
20%
10%

% Pre-retirees expecting to have this debt when retiring
% Retirees who had this debt at point of retirement

No

Yes – other debt

0%
Yes – credit card / store card debt

• The average debt is £34,600 but 19%
of people had debt of over £50k, almost
10% had debt of over £100,000.

70%

Yes – overdraft debt

• Most debt for retirees is mortgage
debt – 21%.

80%

Yes – loan debt

• 30% of retirees were still in debt when
they reached retirement vs just 17% of
pre-retirees expect to enter retirement
with debt.

90%

Yes – mortgage debt

• 21% of retirees had mortgage debt at
the point of retirement, yet just 9% of
pre-retirees expect to still have mortgage
debt when they retire.

Types of debt at point of retirement

Net

30% have debt when they
reach retirement

Amount of debt at point of retirement
•

Over 58%
Of retirees who had debt at the point
they retired are still in debt – mortgages
and credit cards are the main sources
of debt.

•

£33,600

Average debt expected at retirement
(pre-retirees aged 50+).

•

£28,000

Average amount of cash withdrawn by
retirees from pensions since the reforms.

•

19%

30%

20%

15%

10%

5%

0%
Less than £1k

£1k - £4.9k

£5k - £9.9k

£10k - £19.9k

£20k - £49.9k

£50k - £99,9k

£100k+

Debt when you reached retirement
Debt you expect to have in retirement

Of those that have made these cash
withdrawals plan to pay off some debt.
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SECTION 3
FINANCIAL ADVICE PAYS

FINANCIAL ADVICE IMPACT
ON RETIREMENT INCOME

Seeing an adviser
regularly and having
an income target in
mind can result in a
53% increase in income
versus those who
sought no financial
advice.

90% of people who see a financial adviser on a regular basis feel the advice has benefited
them. Peace of mind is seen as the most important benefit ahead of the financial benefits
which can be substantial. The research shows that regular financial advice can deliver real
benefits, with the top five benefits identified being:
1 Peace of mind
2 Finances are efficient for tax purposes
3 Achieve financial goals
4 Protection against losses
5 Better off financially

RETIREMENT INCOME PER ANNUM

=

£18,138

NO FINANCIAL ADVICE

=

£24,794

FINANCIAL
ADVICE

£
TARGET

12

=

+
FINANCIAL
ADVICE

£27,736

SECTION 4

FREEDOM AND CHOICE

Pension reforms – many people need help understanding them.
• Awareness is high (89%) but overall almost half (43%) of all people are still not sure how it
impacts them personally.
• Before the reforms came in 65% of retirees in DC pensions were using an annuity,
26% drawdown.
• Only 16% of non retirees with a DC pension are expecting to use an annuity.
38% will use the new freedoms but 40% are still not sure which demonstrates a need for
guidance and advice in understanding the options.

60%

60%

50%

50%

40%

40%

30%

30%

20%

20%

10%

10%

0%

0%

Those already retired prior to reforms

Not sure

70%

Will take ad-hoc withdrawals as and when I choose

70%

Will not use any of the pension

80%

Access tax-free cash lump sum

80%

Not aware

90%

Aware of reforms but not the impact on me

90%

Through pension drawdown

Impact on how pensions savings
are accessed.

Through an annuity

Before today, were you aware
of the pension reforms that have
recently come into force, and how
they will impact you?

Aware of the reforms and their impact on me

The date April 6, 2015 will be
carved in financial services
history forever. This was the day
on which UK savers were given
unprecedented access to their
pension savings. In his March
2014 budget, the Chancellor
George Osborne announced that
savers over the age of 55 would
be able to take as little, or as
much from their pension savings
as they chose. There were
probably more conversations
had about pensions in coffee
shops and pubs in the last 12
months than over the last 12
years. But what difference has
it made?

Those who will retire after the reforms
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SECTION 4: FREEDOM AND CHOICE

THE IMPACT
ON INDIVIDUALS

What did people do?
We asked people who were aware of the
reforms what action they had taken to better
understand their new options in retirement.
Just 1% said they had spoken to the
Government’s Pension Wise service
while 37% had taken to the internet to
research choices.

1%

Spoken to
Pension Wise

7%

Asked a friend or
family member

8%

ACTION
TAKEN BY
THOSE AWARE
OF CHANGES

37%

6%

Spoken to my
pension provider

Researched
online

53%

None of these things

14

Spoken to a
financial adviser

SECTION 4: FREEDOM AND CHOICE

IMPACT ON ANNUITIES

The future for annuities
65% of retirees currently access their pension savings via an annuity. This reduces
to 16% of those approaching retirement who expect to purchase an annuity.

65%

16%

Who is interested in selling their annuity?

62%
No

19%

The Government is proposing to create a second-hand market for annuities, where current
annuity holders can sell their annuity if they no longer want it, and would rather access
their pension in a different way. We asked our panel who held an annuity if they would
be interested in selling it. Only 19% said yes, with a further 19% saying they were not sure.

Yes

Value of any second-hand market
These numbers place the approximate value of a second-hand annuity market at
£30 billion*.

£22bn

£44bn

The approximate possible value of a second-hand annuity market if the further
19% of annuity holders who are not yet sure if they will sell, decide to do so is
£60 billion.

*potential size of annuity market calculated as follows:
• There are 6 million annuities currently in force, source ABI
• The latest average size of an annuity pot is £38,600 (Q2 2014 ABI stats show 46,368 annuities
sold with a value of £1,792m = £38,600 per annuity)
• 6 million x £38,600 = £232bn
• Assume annuities in force worth half original purchase price = £116bn
•19% of £155bn = £22bn
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SECTION 4: FREEDOM AND CHOICE

SECOND-HAND ANNUITIES

To sell or not to sell
When asking about selling an annuity for
cash, we asked for the reasons why. The
guaranteed income for life secured by
an annuity is clearly valuable, but when
regular annuity income is small, a lump sum
becomes more attractive.

Reasons for selling annuity*:

56%

The payment they receive from their annuity is small and they would
prefer a cash lump sum.

25%

Want the annuity proceeds to invest in something else.

22%

Need the cash.

3%

Think they will receive good value for their annuity in a second-hand
annuity market.

Reasons for not selling annuity:

70%

To keep the guaranteed income stream.

50%

Don’t believe they would get good value from a second-hand annuity market.

35%

Don’t need a cash lump sum.

9%

Believe selling their annuity would be a hassle.

*Small sample size.
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SECTION 4: FREEDOM AND CHOICE

PRODUCT UNDERSTANDING

Highlights:
Understanding of drawdown has improved since our last retirement study in 2014.
This study shows that financial advice improves that awareness further:
• 36% of people aged 50+ suggest they have no understanding of how drawdown works.
This is down from 46% in 2014.
• The situation is worse if they haven’t seen an adviser, as 45% have no understanding of
drawdown. Although this has also improved from our 2014 survey which showed 57%
of non-advised customers had no understanding of drawdown.

70%

70%

60%

60%

50%

50%

40%

40%

30%

30%

20%

20%

10%

10%

0%

0%
Pensioner
Bonds

80%

Income
Drawdown

80%

Pensions

90%

Pensioner
Bonds

90%

Income
Drawdown

Understanding of retirement
products by those who use
an adviser on a regular basis

Pensions

Understanding of retirement
products by those who have NOT
used an adviser

Low understanding

Low understanding

High understanding

High understanding
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SECTION 4: FREEDOM AND CHOICE

FUTURE OF THE
PENSIONS MARKET

Recent reforms have been heralded as the
biggest change to pensions in over 100
years. But when retirement can be years
away, is change necessarily a good thing?
We asked people what further changes
there might be to pensions.

Which of the following, do you
think may happen to pension rules
in the next 10 years?

Highlights:
• Consumers are not convinced the future of the pensions market
is reliable.
• Constant reform of pension legislation has left huge uncertainty for
those looking to save for their retirement. Second-guessing policy
is putting people off saving. One in five (18%) expect the pension
freedoms to be reversed.

Not sure

43%

• A third predict the tax relief available on contributions will reduce.

Reduction in tax relief paid on pension contributions

33%

• 15% predict a reduction in the Lifetime Allowance (LTA).

Removal of the new pension freedoms
(reintroduction of caps on the amount
you can withdraw)

18%

Further reduction in the amount you can save
(Lifetime Allowance and/or Annual Allowance)

15%

I don’t think any more rules will change

12%

Other

2%

• Only 12% say they think there will be no major rule changes.
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CONCLUSION
BY ADRIAN WALKER

Pensions and retirement have been
two of the hottest topics in the
finance pages for the past year,
but our survey shows there is still
work to be done.
While awareness of the biggest change in
pensions for a generation is high, people’s
understanding of the impact on themselves is
still relatively low. We are only three months
into the new world so I would expect the
situation to continue to improve as retirement
appears on the horizon of more people and
they seek to understand their options.
Our first report highlighted that the shape
of retirement income was changing, and
Redefining Retirement shows that trend is
continuing, with part time work providing a
greater proportion of shorter term income for
those starting their retirement journey than it
does for current retirees.
But the whole concept and image of
retirement is also changed forever, with less
than 1 in 5 of us now retiring based purely
on our age. The state pension age is less
of a finish line now, and more a reminder

that there are key decisions that need to
be addressed before then if individuals’
retirement aspirations are to be achieved.
The main dynamic for this change in the way
people are now ‘retiring’ is that they want to
enjoy a ‘second life’. We can see the new
flexibilities leading to an increased number
of people in their later years starting new
careers or even new businesses- this trend
already being evident in the number of new
business set ups by the over 50 age group.
Many, over a third (38%), have taken
the chance to take up a new pastime or
interest too.
As needs, demands and options change, it
is more critical than ever that those thinking
about how to apply their savings to meet
their future income needs seek education
and where necessary, advice. As this
report shows, the value in that advice is
not necessarily purely financial, but it can
help establish a plan that can ensure that
whatever vision of a redefined retirement a
person has, they have the best chance of
attaining it.

ADRIAN WALKER
RETIREMENT PLANNING EXPERT
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METHODOLOGY

Methodology: All figures, unless otherwise
stated, are from YouGov Plc. Total sample
size was 1649 adults. Fieldwork was
undertaken between 15/5/2015 –
18/05/2015. The survey was carried out
online. The figures have been weighted.
This survey has been conducted using an
online interview administered members of
the YouGov Plc GB panel of 350,000+
individuals who have agreed to take part
in surveys. An email was sent to panellists
selected at random from the base sample
according to the sample definition,
inviting them to take part in the survey and
providing a link to the survey. (The sample
definition could be “GB adult population”
or a subset such as “GB adult females”).

YouGov Plc normally achieves a response
rate of between 35% and 50% to surveys
however this does vary dependent upon
the subject matter, complexity and length of
the questionnaire. The responding sample
is weighted to the profile of the sample
definition to provide a representative
reporting sample. The profile is normally
derived from census data or, if not available
from the census, from industry accepted data.
YouGov plc make every effort to provide
representative information. All results are
based on a sample and are therefore subject
to statistical errors normally associated with
sample-based information.

The values of investments and the income from them, as used in income drawdown, may go down as
well as up, and you may not get back what you put in.
www.oldmutualwealth.co.uk
Calls may be monitored and recorded for training purposes and to avoid misunderstandings.
Old Mutual Wealth is the trading name of Old Mutual Wealth Limited which provides an Individual Savings Account
(ISA) and Collective Investment Account (CIA) and Old Mutual Wealth Life & Pensions Limited which provides a Collective
Retirement Account (CRA) and Collective Investment Bond (CIB).
The WealthSelect Managed Portfolio Service is provided by Old Mutual Wealth Limited and Old Mutual Wealth Life &
Pensions Limited.
Old Mutual Wealth Life Assurance Limited, Old Mutual Wealth Limited and Old Mutual Wealth Life & Pensions Limited are
registered in England & Wales under numbers 1363932, 1680071 and 4163431 respectively. Registered Office at
Old Mutual House, Portland Terrace, Southampton SO14 7EJ, United Kingdom.
Old Mutual Wealth Life Assurance Limited and Old Mutual Wealth Life & Pensions Limited are authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Their
Financial Services register numbers are 110462 and 207977 respectively. Old Mutual Wealth Limited is authorised and
regulated by the Financial Conduct Authority with register number 165359.
VAT number for all above companies is 386 1301 59
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