Time to update your planned
retirement date?
Millions of savers risk missing out on money from their final pension pot if their provider doesn’t have their correct
planned retirement date.The analysis[1] revealed that workplace pension savers in the UK could miss out on thousands of
pounds in retirement because they haven’t updated their planned retirement date.
Recent changes to State Pension age, and the
removal of the default retirement age, means people
are now free to work for as long as they want or
need. Previously, women would receive their State
Pension at age 60 and men at 65. Now, anyone aged
under 41 won’t receive it until they are 68.

CONSEQUENCES IN TERMS OF
RETIREMENT INCOME
If someone is planning to retire later and fails
to notify their pension provider, there can be
consequences in terms of retirement income.
This outcome can occur because every default
investment solution has a de-risking element.
This means that as savers get closer to their
retirement date, investments are switched from
higher-risk (higher return) funds to lower-risk
(lower return) funds to protect their retirement
savings from sudden market moves.
Average earner in an automatic enrolment scheme
The analysis shows that an average earner in
an automatic enrolment scheme could miss out

on more than £4,000[2] in their pension pot by
sticking with a default retirement age of 65 when
they actually intend to retire at 68.
But anyone whose retirement age is still set at 60
could miss out on almost £10,000.This is a situation
that is more likely to affect women, due to the way
default retirement ages were set in the past.

MOVING INVESTMENTS TO LESS
RISKY ASSETS TOO EARLY
If a provider holds a retirement age that is too
young, they will move investments to less risky
assets too early. This means people lose out on
investment growth when their pension pot is
the largest.
If they hold a retirement age that is too old, they
will keep the money invested in riskier investments
for too long. If investments lose value too close
to the planned retirement age, there may not be
time for them to recover their value. This means
less money, or perhaps a last-minute delay to
retirement plans.

SETTING THE DEFAULT
RETIREMENT AGE FOR ALL
EMPLOYEES
With 47% of all workers saving into defined
contribution pensions[3], and around 90% of those
invested in default funds, this issue could affect a
significant number of people.
Employers typically set the default retirement age
for all their employees when they first set up their
workplace pension. Members can then contact their
provider and set their own retirement date.

RETIRING AT A DIFFERENT
AGE THAN WAS ORIGINALLY
ASSUMED
De-risking profiles have been carefully designed
to balance risk and return in the approach to
retirement. But this balance is thrown out of kilter if
someone wants to retire at a different age than was
originally assumed when they started their pension.
Changing your retirement age is a really simple way
to maximise the potential returns of your pension
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Savers risk missing out on money from their final pension pot

HELPING YOU MAKE THE
RIGHT DECISIONS
Working beyond retirement age can give you
a sense of purpose and, of course, a salary. But
it still pays to plan for retirement so you won’t
have to work if you don’t want to – or if it
becomes physically difficult to do so.And since
most people stop working three to four years
earlier than planned, it’s beneficial to maximise
your retirement savings now, especially during
your early working years.To discuss your
requirements, please contact us.

Source data:
[1] Aviva Life 11 September 2019
[2] Loss for an individual earning £27,664
automatically enrolled at age 22 into an AE
minimum scheme invested in Aviva’s My Future
default fund, contributions assumed to increase
annually at 2.5%, figures discounted for inflation at
2.5% p.a.
Retirement age set to 68, life styling begins at 53 –
total fund value at 68 is £137,600
Retirement age set to 65, life styling begins at 50 –
total fund value at 68 is £133,500
Retirement age set to 60, life styling begins at 45 –
total fund value at 68 is £127,700
[3] Employee workplace pensions in the UK: 2018
provisional and 2017 revised results. Office for
National Statistics

INFORMATION IS BASED ON OUR
CURRENT UNDERSTANDING OF TAXATION
LEGISLATION AND REGULATIONS. ANY
LEVELS AND BASES OF, AND RELIEFS FROM,
TAXATION ARE SUBJECT TO CHANGE. TAX
TREATMENT IS BASED ON INDIVIDUAL
CIRCUMSTANCES AND MAY BE SUBJECT
TO CHANGE IN THE FUTURE. ALTHOUGH
ENDEAVOURS HAVE BEEN MADE TO PROVIDE
ACCURATE AND TIMELY INFORMATION,
WE CANNOT GUARANTEE THAT SUCH
INFORMATION IS ACCURATE AS OF THE DATE
IT IS RECEIVED OR THAT IT WILL CONTINUE
TO BE ACCURATE IN THE FUTURE. NO
INDIVIDUAL OR COMPANY SHOULD ACT
UPON SUCH INFORMATION WITHOUT
RECEIVING APPROPRIATE PROFESSIONAL
ADVICE AFTER A THOROUGH REVIEW OF
THEIR PARTICULAR SITUATION. WE CANNOT
ACCEPT RESPONSIBILITY FOR ANY LOSS AS A
RESULT OF ACTS OR OMISSIONS.
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investments. Plus, it’s an opportunity to check how
much is in your fund and if you’re on course to
achieve the type of retirement you want. n

