
Cashing out
Pension changes brought a whole new range of options to consider

Unadvised retirees who are now able to dip into their pension are having to return to work to cope with juggling their 
finances, according to a new report[1].

Pension freedoms have given individuals control 
over how to spend their retirement savings, but 
a number of unintended consequences have 
emerged. Since rules governing how pensions can 
be taken were dramatically relaxed in 2015, more 
than a million over-55s have gone on a freedom-
fuelled spending spree.

NEW OPTIONS TO CONSIDER
The pension changes brought a whole new range of 
options to consider. Individuals now have to think 
about whether they want an annuity, drawdown, 
cash or a combination of options; when to access 
their pension; if it is better to use savings first 
before drawing their pension; and so on. 

However, it seems many don’t really understand 
the consequences of these options. As a result, 
more than £23 billion has been ‘cashed out’ 
from the nation’s pension pots via more than 5 
million individual payments. The findings show the 
increase in retirees returning to the workforce 
since the introduction of pension freedoms 
four years ago is due to the number of options 
available and the lack of professional financial 
advice.

FACING FINANCIAL PRESSURE
A quarter of retirees who have returned to work 
since April 2015 say they were faced with financial 
pressure. Figures from HM Revenue and Customs 
show around one million over 55s withdrew a 
25% tax-free lump sum from their pension in the 
last year, up 23% points from the 12 months prior.

There is a lot to think about when you’re 
planning for retirement, and your circumstances 
will change over time, which is why it is important 
to obtain professional financial advice. There’s no 

doubt the pension freedoms have been hugely 
popular, but for some retirees they have come at 
a high price. People now face more complicated 
decisions in retirement, and it’s clear not everyone 
is getting it right.

SCALE OF THE PROBLEM
The figures also show other reasons for 
returning to work that include reigniting a sense 
of purpose and boosting social relationships. A 
report from the Pensions Policy Institute shows 
women particularly are continuing to struggle 
with pensions savings. The average pension for a 
woman is currently £100,000 lower than for men.
Women’s pension savings have historically been 
impacted by a combination of the gender pay gap, 
part-time working and the increased burden of 
childcare costs, but this figure lays bare the scale 
of the problem. n

Source data:
[1] All figures, unless otherwise stated, are from 

YouGov Plc. Total sample size was 2,028 adults, who 
have accessed their DC pension since 1 April 2015. 
Fieldwork was undertaken between 18 and 29 April 
2019. The survey was carried out online for Zurich.

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.

TIME TO CONVERT YOUR 
PENSION POT INTO 
RETIREMENT INCOME?
When you’re coming up to retirement, you 
have lots of decisions to make, not least how 
to convert your pension pot into retirement 
income. With more freedom comes 
more choice, and it’s important to obtain 
professional financial advice to help you decide 
what to do with your pension pot. To review 
your options, please contact us – we look 
forward to hearing from you.
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Back to the future
Uncovering what really matters to you is the key to the planning process

Have you ever thought about writing a letter to yourself to describe your ideal future life, long-term life goals and the 
process of how to plan for them? Imagining what you want your life to be like in the long term when you retire will help 
you think much further ahead than you might have done before. Research conducted for a new campaign[1] shows that 
over half (54%) of people plan their lives only days (31%) or weeks (23%) ahead. 

The participants were asked to look deep into 
their future lives in a bid to uncover what really 
matters to them. When asked to write a letter 
to describe their ideal future lives, people were 
very good at imagining it. But many didn’t know 
how they were going to achieve it or how to take 
the next step to build a bridge from now to that 
future self by putting a plan in place to get there. 
 
KEY WELL-BEING ASPIRATIONS
The writing exercise uncovered how people 
really envisage their life in the future. The letters 
illustrate that well-being in old age pivots on 
simple hopes (family, health and happiness) 
rather than extravagant financial ambitions. A 
well-balanced life was a key aspiration for many 
respondents. The letters confirm a clear hierarchy 
of needs and aspirations in life that many of us 

would have expected: family/partner, followed by 
career and financial security, followed by hobbies 
and interests, including friends. 

While a handful of the respondents hope 
for lottery wins or gold medal glory, the 
overwhelming majority express their desire to 
remain healthy and active in old age and to live 
‘comfortably’ with some degree of financial 
security. The letters revealed a nation aspiring to 
much more grounded ambitions: the centrality of 
family, a desire to travel, to learn throughout life, 
and to have fulfilling but balanced careers with a 
good work/life balance.

FAMILY, HEALTH AND HAPPINESS
It’s not surprising that family, health and happiness 
are central pillars for people’s well-being. What 
is surprising is how unprepared most people are 

to achieve the dreams they have described. The 
letters are wonderfully optimistic, but there is a 
reality check. The findings showed that people 
underestimate their required size of pensions pots 
by up to £550,000, while many people who have 
the capacity to save aren’t doing so. 

By using the letter as a catalyst, once you know 
what your goals are, the next step is to plan for 
them. To support the letter writing campaign, a 
study was also commissioned to gauge people’s 
current well-being and life goals[2]. The survey 
indicates a fundamental disconnect between the 
life people aspire to and their life now. 

PREVENTION BARRIERS
The study found over half (54%) of people plan 
their lives only days (31%) or weeks (23%) ahead. 
While 14% of respondents said they plan for years 
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