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OUR 2014 SURVEY MARKS THE TENTH YEAR OF OUR IN-DEPTH 
RESEARCH INTO THE BRITISH PUBLIC’S ATTITUDES TOWARDS 
LONG-TERM SAVINGS AND RETIREMENT. THIS REPORT SHOWS 
THE KEY TRENDS OVER THE LAST DECADE AND HIGHLIGHTS THE 
CHALLENGES THERE WILL BE FOR THE FUTURE.
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This Government wants to  
create a pensions system fit for 
the challenges of the Twenty-First 
century; it needs to empower 
people to save and exercise 
choice over how they access  
their pension from retirement.

That’s why we announced the 
most fundamental change to how 
people access their pension for 
nearly a century at this year’s 
Budget. This builds on the success 
of automatic enrolment, with 
more than three million workers 
enrolled across nearly 10,000 
employers since October 2012. 

The Budget reforms build on the 
work the Government has been 
doing to provide for greater 
security of income in retirement, 
through automatic enrolment, 
the single tier and triple lock. 
These measures provide a secure 
foundation for people to manage 
their expectations of retirement 
income; as this report highlights, 
there are encouraging signs that 
more realistic views on pension 
savings are becoming more evident.

Previous reforms have focused 
on the accumulation of pension 
savings, but from the point of 
retirement, consumers are shying 
away from the market. This 
inertia, as shown by the Financial 
Conduct Authority’s recent review 
of the annuities market, means 
that they are not getting the best 
out of their savings. 

While it is important that 
expectations match the reality 
of retirement before leaving the 
workplace, we understand that 
retirement itself is changing. 
The pension market must adapt 
to fit the needs of today’s retirees. 
At the same time, the Government 
trusts people to manage the 
finances that they have spent their 
entire lives building up, to ensure 
people plan for longer and more 
active retirements.

That is why the Budget announced 
that, from April 2015, individuals 
with defined contribution pension 
savings will be able to access 
their pension however they wish, 
subject to their marginal tax 
rate. These changes have been 
met positively by industry and 
consumers alike, but we know 
that this is only the start of the 
debate. There is a long way to 
go to implement these reforms, 
and to ensure that the market 
responds to produce innovative 
and competitive products that 
meet consumers’ demands.

Greater flexibility is underpinned 
by the Government’s ‘guidance 
guarantee’ announced at the Budget. 
From April 2015 everyone retiring 
with a defined contribution 
pension will be offered impartial 
face-to-face guidance to ensure 
they are sufficiently informed 
on their retirement options. By 
increasing the choices people 
have at retirement, and providing 
the right support to make the 
choice that is right for them, 
consumer behaviour will change 
and a more dynamic retirement 
income market will emerge.

The Government’s pension 
reforms are a crucial element of 
our long-term economic plan to 
build a stronger, more competitive 
economy and foster a new culture 
of saving. Automatic enrolment 
is already dramatically increasing 
the number of people saving for 
retirement. The flexibility to access 
those savings, which will take a 
lifetime to accumulate, will ensure 
hardworking savers get the most 
out of their pension savings. 

 FOREWORD  
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RETIREMENT LANDSCAPE
The Scottish Widows Retirement Report is based on an online survey of over 5,000 UK adults by independent research 
agency YouGov in March 2014.

10 YEARS OF UK RETIREMENT FINDINGS

FINDINGS

BELIEFS

BEHAVIOURS

54

PERCENTAGE OF PEOPLE WHO ARE 
ADEQUATELY SAVING (%)

PERCENTAGE OF THEIR EARNINGS PEOPLE 
ARE SAVING FOR RETIREMENT (%)

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

55
46 49 51 54

48 51 46 45
53

50%
Women

49%
Aged 30-50

30-50

61%50+
Aged over 50

55%
Men

PERCENTAGE OF PEOPLE ADEQUATELY SAVING

WAYS TO INCREASE THE FINAL SIZE OF A PENSION POT
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68 18%
Of people believe they fully 

understand the pensions 
landscape and the options 

open to them.

46%
Of people expect to be 
worse off in retirement 

than their parents.
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of self employed workers 
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for retirement.



The last two years have seen to the 
most radical period of change in UK 
pensions history – from the roll-out of 
automatic enrolment to the latest Budget 
announcements that will give pensioners 
much greater freedom when withdrawing 
retirement funds. 

The latest changes have prompted a major 
rethink by the financial services industry 
of the types of retirement funding products 
and services available to British savers. But 
the new rules also come at a time of wider 
transition in our attitudes to older age, 
retirement funding, working life and the 
realities of increasing longevity.

Our 2014 survey into the British public’s 
attitude towards life and money as they get 
older tops ten years of in-depth research. 
For many of those years, the results have 
revealed worrying trends in retirement 
saving. But this year, the figures suggest 
things are beginning to change.

Above all, our research has found that more 
than half the UK’s population is now saving 
adequately for retirement (53%) – a return 
to numbers not seen for five years – and an 
improvement of 8 percentage points in the 
last year alone. Women’s saving is a particular 
success story with the proportion of women 
saving adequately dramatically increasing 
from 40% to 50%in the past 12 months.

But while they have prompted greater 
retirement saving among some, such 
significant shifts in the pensions landscape 
are compounding the long-term problem of 
sheer confusion. Crucially, many who hadn’t 
engaged with retirement planning before 
the changes were initiated are no closer to 
doing so. Indeed, 1 in 3 of the population 
still has no idea whether their pensions, 
savings and investments will meet their 
retirement income needs or not.

Historically, with the prominence of defined 
benefit (DB) schemes, there has often been 
a straightforward, attractive employer-
provided safety net. But as the availability 
of these schemes continues to drop, today’s 
emerging climate of total personal freedom 
over retirement funding comes with the 
equally absolute responsibility to make the 
right decisions for later life.

Ten years ago, workers could rely on a scheme 
with guarantees and little risk. But the British 
pre-retirement population now has a whole 
raft of difficult, but fundamental decisions 
to make and commit funding to, for them 

to enjoy old age. And yet there has been 
a worrying drop in the number of us who 
believe the individual will be required to take 
greater personal financial responsibility 
for their retirement – down to only 65% 
compared with 73% in 2012 and 2013. 
Perhaps this indicates an expectation that, 
with automatic enrolment, employers will 
take greater responsibility once more.

We must ask ourselves – earlier than 
we might think according to the older 
respondents in this survey – what we want 
our later life to look like. What do we need, 
want and expect in retirement and how do 
we make it happen? 

To really answer those questions 
comprehensively and confidently, the 
understanding of how to plan for our 
retirement needs simply has to improve.  
The importance of information and  
education from sources including the 
industry and the Government cannot be 
underestimated in this brave new world.

Introduction Introduction
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THE NEW ERA OF TOTAL PERSONAL 
FREEDOM OVER HOW TO USE RETIREMENT 

FUNDS ALSO BRINGS A GREAT 
RESPONSIBILITY FOR INDIVIDUALS.

53%
More than half of the 

UK’s population is now 
saving adequately  

for retirement.

8%
An improvement of eight 
percentage points in the 

last year alone.

But 1 in 3 of the population still 
doesn’t know if their retirement 

savings will meet their retirement 
income needs or not. The proportion of women saving adequately

50%
2014

40%
2013



Measuring an upturn

MEASURING 
AN UPTURN
2014 PENSIONS INDEX AND 
AVERAGE SAVINGS RATIO

01
This year sees a potentially huge 
turning point for retirement saving 
across the UK. Thanks in large part 
to automatic enrolment in larger 
companies, our 2014 survey shows 
not only the biggest ever rise in 
the percentage of people currently 
making adequate retirement 
savings, but also a new high in the 
average level of savings per person. 

The Scottish Widows Pensions 
Index breaks down the respondents 
to our most recent survey into 
four categories – non-savers, 
serious under savers putting away 
less than 6% of their income, 
somewhat under savers setting 
aside between 6 and 12% of their 
income, and adequate savers with 
12% or more of their income going 
towards retirement funding.1 

This last group has risen 
dramatically from 45% of the 
population in 2013 to 53% this year, 
the biggest rise in the history of our 
pensions report (see chart 1). This 
year, while 30% are relying on a DB 
pension for their main retirement 
income (up from 28% last year), 
another 23% are saving at least 
12% of their income (up from 17% 
last year). 

OUR 2014 SURVEY SHOWS NOT ONLY THE BIGGEST EVER 
RISE IN THE PERCENTAGE OF PEOPLE CURRENTLY MAKING 
ADEQUATE RETIREMENT SAVINGS, BUT ALSO A NEW HIGH  
IN THE AVERAGE LEVEL OF SAVINGS PER PERSON. 

98

Serious under savers  
putting away less than  

6% of their income.

Somewhat under savers  
setting aside between 6%  
and 12% of their income.

Adequate savers  
saving 12% or more  

of their income.

Non-savers

THE SCOTTISH WIDOWS  
PENSION INDEX  

SAVERS CATEGORIES
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We also assessed how well Brits are preparing for retirement by measuring 
what share of our earnings they are putting aside (not including those 

counting on a DB scheme). After five years of very little movement, in 2014 
the numbers are up significantly – from 9.1%, to 10.2%. A third  

of those not relying on a DB pension are now putting aside at least 12%  
of income for retirement, up from 30% last year. 

The game changer, without doubt, 
is automatic enrolment (AE). The 
improvement is predominantly in 
companies that have passed their 
automatic enrolment staging dates, 
and reflects the arrangements they 
used to fulfil their obligations: 
 
•   Among employers with 250 or 

more staff, the Average Savings 
Ratio has increased from 9.7%  
to 11.6%.

•   In the private sector, the 
Average Savings Ratio has 
increased from 9.6% to 11.1% 
but has reduced from 8.9% 
to 8.7% in the public sector.

•   The percentage relying mainly on 
a DB pension for their retirement 
provision has increased from  
46% to 51% in the public sector, 
but is unchanged at 19% in the 
private sector.

Measuring an upturn Measuring an upturn

1 The Index is based on those earning over £10,000 a year and aged between 30 and 64 for males, or 30 and 59 for females. Provision is considered adequate if the  
individual is saving at least 12% of current income for retirement or expecting a defined benefit (DB) pension to provide their main retirement income. Those saving lower  

amounts may still build up a worthwhile income, but are likely to experience a significant drop in living standard after retirement. We classify those saving 6-12% of income  
as Somewhat Undersaving and those saving under 6% as Seriously Undersaving. See Appendix 1 for more detail on the Pensions Index.

However, our research also reveals 
that while it may have significantly 
increased the retirement provision 
of those who were already saving 
modest amounts, AE has had 
precious little impact on those 
who were not saving. In fact, a 
fifth (19%) of those in our Index 
group are currently saving nothing 
for their retirement, the same as 
five years ago. 

So while AE has proved very 
successful so far, it is no panacea.  
We must acknowledge that a 
significant group of people are still 
doing nothing to prepare financially 
for retirement, and that the savings 
gap between them and their peers 
is growing.

2014 2013
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Private sector

11 .1%
9.6%

Public sector

8.9%
8.7%

PERCENTAGE OF PEOPLE WHO ARE ADEQUATELY SAVING (%)

PERCENTAGE OF THEIR EARNINGS THEY ARE SAVING FOR RETIREMENT (%)

PERCENTAGE OF EARNINGS  
BEING SAVED BY SECTOR

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

A SIGNIFICANT GROUP  
OF PEOPLE ARE STILL 
DOING NOTHING TO  

PREPARE FINANCIALLY  
FOR RETIREMENT.
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46 49 51 54

48 51 46 45
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7.9
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Effect of income, age and gender 
It’s easy to assume that those with  
a greater than average income would 
put more of it away for retirement, 
but that’s not necessarily true. 
Indeed, those with incomes over 
£50,000 are the only group to go 
backwards this year.

Our figures also reveal a significant 
difference between those earning 
£10,000 to £30,000 and those 
earning between £30,000 and 
£50,000. For both groups, average 
savings have increased in the last 
year by 1.4%. But the Pensions Index 
shows that 10% more of the lower 
earning group is saving enough for 
retirement than last year, while there 
has only been a 3% increase among 
the higher earning group. 

It seems the AE boost has been 
enough to push many of the lower 
earning group who had been trying 
hard but not quite saving enough 
over that threshold into adequate 
saving. But the effect hasn’t been  
the same for those earning 
£30,000-£50,000, with increased 
savings often changing savings 
levels from seriously inadequate  
to somewhat inadequate group.

Men continue to save more 
than women, with 55% of males 
adequately saving compared with 
50% of women. Older people also 
save more than younger people, 
with 61% of those aged over 50 
now saving adequately, compared 
with 49% of those aged 30-50. 
This 12% gap has been almost 
constant for the last four years.

SAVER CATEGORIES BY EARNINGS*

*Totals may not be 100% due to rounding.

Non-savers
Saving nothing 
towards retirement.

Serious under savers  
Saving less than  
6% of their income.

Somewhat under savers  
Saving between 6% and  
12% of their income.

Adequate savers  
Saving 12% or more  
of their income.

12 13

40%
Aged 30-50

50%
Women

PERCENTAGE OF PEOPLE ADEQUATELY SAVING

50%50+

30-50

Aged over 50

55%
Men

Pensions index

2013 2014

+10%

+3%

- 1%

40%

56%

51%

50%

59%

50%

Average savings ratio

RETIREMENT PREPARATION BASED ON INCOME LEVEL

2013 2014

+1.4%

+1.4%

- 1.5%

8.7%

9.6%

10.3%

10.1%

11.0%

8.8%

£10,000–£30,000  £30,000–£50,000  Over £50,000

Measuring an upturn Measuring an upturn

£10K – £30K £30K – £50K

2014 2014

2013

50%
40%

59%

56%

16%

23% 16%
13%7%

10%

17%

21%

27%

27%

7%

10% 2013
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Effect of employment and  
pension arrangements
Meanwhile, we know public 
sector workers are far more likely 
(64%) to be adequately preparing 
for retirement than either the 
private sector (48%) or charitable 
organisations (54%), but it is the  
self-employed sector that is 
lagging badly (33%), with no 
improvement in the last year. 

Unsurprisingly, more full-time 
employees (55%) are saving 
adequately than part-timers (46%), 
but where we work also makes a 
real difference thanks to a range of 
factors like age, average earnings, 
job security and the availability  
of DB schemes. For example those 
in the education and medical 
professions, do quite well with more 
than 60% of the workforce saving 
adequately. But at the other end 
of the scale, advertising/PR and 
construction professionals fare 
worst (all under 40% adequate). 

In the retail sector though, with 
large chains getting involved 
with AE early in the roll out, the 
percentage saving adequately is 
up from 30% in 2012 to 50% this 
year. The average savings ratio 
has increased from 6.6% to 10.7% 
of earnings over the two years. 
That’s a huge achievement in an 
industry where median earnings 
are just £12,500 and a relatively 
high proportion of the workforce 
is young.

Of course, with AE applying  
from age 22, savings habits of 
younger people become more 
important, and here AE has  
proved especially successful.

When including this age group,  
we use an 8% adequacy benchmark 
to reflect the automatic enrolment 
minimum contribution level. Even 
with that lower target, the under 
30s have historically been well 
behind older generations in the 
retirement saving race – until the 
last couple of years that is. With 
savings adequacy almost reaching 
the level of older groups (61% 
compared with 62% overall), 
average savings for the youngest 
workers are now 13% of their 
income – higher than any older  
age group except the over-60s. 

Clearly, a very large number of 
people, most of whom are moderate 
earners, are being given a significant 
boost to their retirement provision 
through AE.

For that, great credit must go to the 
present and previous Governments 
for making some bold decisions. 
However, a number of significant 
challenges remain, not least the 
stubbornly high percentage of 
non-savers, the surprisingly small 
effort being made by those earning 
comfortable incomes, the potential 
issues surrounding AE roll-out 
among small companies and the 
numbers of self-employed falling 
through the savings gap altogether. 

All these mean we simply cannot  
let up on efforts to improve 
retirement provision across the 
board. The good news, though,  
is that the outlook is far brighter  
than it was just a year ago.
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THE NUMBERS OF PEOPLE ADEQUATELY 
PREPARING FOR RETIREMENT IN THE UK 

VARIES BY WHERE THEY WORK.

SAVING HABITS OF 
YOUNGER PEOPLE HAVE 
IMPROVED WITH THE 
INTRODUCTION OF 
AUTOMATIC ENROLMENT. 64% of public sector

54% of charitable sector

48% of private sector

33% of self-employed



SPOTLIGHT
NON-SAVERS

£22K
The annual income they 

feel they would need for a 
comfortable retirement.

Of the UK population who 
are not saving for retirement.

Of non-savers who think they are 
preparing adequately or about 

adequately for later life.

67
The age non-savers  

think they will be able  
to retire at.

<£30K30-39 C2DE
A yearYears old Divorced Category Part-time

19%

20%



THE VALUE 
OF MONEY
PLANNING THE RETIREMENT 
YOU WANT

02

1918

It would be easy to assume that one 
of the key features of our collective 
attitude to retirement funding is 
that we expect a greater and greater 
income for the same financial input. 
In fact, our latest research shows 
the opposite is true. 

Before the credit crunch, in 2006 
16% of people wanted an income 
of over 40K in retirement, whereas 
in 2014 it dropped to only 6%. 
Backing this trend up, last year, the 
average yearly income consumers 
thought was required in today’s 
money was £24,000 which has 
now dropped to £22,500 this year. 

This year, part of the reason for the 
drop is that more people expect very 
low retirement income and fewer 
expect a high income compared 
with previous years. Half the 2014 
respondents would want to receive 
£15-30,000 per year in order to 
maintain a comfortable lifestyle and 
there has been a slight increase in 
the proportion who feel they could 
manage with under £10,000. 

AVERAGE YEARLY 
INCOME CONSUMERS 

THOUGHT THEY 
REQUIRED FOR 
RETIREMENT

2013

2014

£24K

£22.5K
Interestingly, among those already saving ‘adequately’ for retirement 

(excluding those with DB schemes), that comfort figure is slightly lower 
than this year’s average at £21,750. It’s also curiously similar to the 

£21,700 for non-savers. 

This trend certainly suggests that more realistic expectations are evident 
and perhaps also reflects an acknowledgement of the wider economy at 

the time and its effect on individuals. 

£21,700
Non-savers

£21,750
Adequate savers 

£24,200
Somewhat under savers 

£24,350
Serious under savers 

IMAGINE YOU ARE 70 YEARS OLD. WHAT IS THE GROSS ANNUAL HOUSEHOLD 
INCOME YOU WOULD NEED TO FEEL ‘COMFORTABLE’ (IN TODAY’S MONEY)?

The value of moneyThe value of money
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But not everyone seems to have got the 
message, especially among those whose 
retirement saving is in the challenging 
area somewhere between non-existent 
and adequate. Here there still appears to 
be a misalignment between expectation 
and reality. Those who are seriously and 
somewhat under saving feel they would need 
an annual income of more than £24,000 for 
a comfortable retirement, perhaps reflecting 
their higher-than-average income levels. 
However, their current savings are, without 
doubt, falling short. 

Far more worrying though, is that 60% of the 
total population didn’t know what they would 
need to save to secure their desired income 
in retirement. Someone who purchased an 
annuity at current levels to provide a lifetime 
inflation-linked income of £22,500 (including 
state pension), would require savings of 
around £420,000 assuming they retire at  
age 65 in good health. 

60% OF THE TOTAL POPULATION 
DIDN’T KNOW WHAT THEY WOULD 
NEED TO SAVE TO SECURE THEIR 
DESIRED INCOME IN RETIREMENT.

Expect to be better off

WILL WE BE BETTER OFF IN RETIREMENT 
THAN OUR PARENTS?

Expect to be worse 
off or don’t know.

With the latest recession having been felt so 
acutely by so much of the population, it could 
be argued that this economic wake-up call 
has pushed many people to re-examine their 
financial expectations – present and future 
– against a backdrop of increased longevity 
and legislation changes aimed at encouraging 
people to take greater personal responsibility 
for their long-term financial security. 

It is interesting to learn from this year’s 
survey that while 26% of us expect to be 
financially better off in retirement than our 
parents, almost half (46%) expect to be 
worse off or don’t know. 

This possible recalibration could help to 
explain why our expectations for comfortable 
retirement income have dropped at the same 
time that the extra monthly amount we feel 
we could realistically save has increased. 

It appears that we have a good idea of what we 
want but when it comes to funding that want, 
we’re picking numbers out of thin air. Clearly, 
the relationship between ‘the pot’, what it will 
buy us and whether that is enough is proving a 
particularly difficult concept to grasp. 

So what does ‘adequate’ saving actually 
mean? How far do our expectations of what 
our retirement savings will fund differ from 
both what we truly need and what they will 
actually afford us? 

We expect most of our everyday costs to drop 
significantly in retirement. Many of us expect 
to pay off our mortgages before retirement 
leaving an average anticipated cost of £670 a 
month compared with a £1250 spend today. 
Having sensibly factored in a big leap in utility 
bills, we nevertheless expect to halve our daily 
travel spend, and although many look forward 
to travelling more in retirement, we expect our 
holiday costs to drop from £750 to £610.

46%26%

The value of moneyThe value of money



Despite falling significantly over 
recent years, the average suggested 
income for a comfortable retirement 
is still £2,500 more than the average 
gross income in 2014. 

Meanwhile, with 12% of income or 
membership in a DB scheme being 
what we consider the minimum 
benchmark for retirement saving,  
(see the Appendix for how this  
figure is calculated), there is a 
marked difference between those 
who think they are preparing 
adequately for retirement and 
those who actually are. 

This year’s Saving Index shows 
that almost one in five of those 
who aren’t saving anything towards 
retirement think they are preparing 
adequately or about adequately for 
later life, with a further 7% unsure 
of whether they are or not. 

Of those seriously under saving, 
33% think they are doing fine when 
it comes to retirement saving, 
and half of those somewhat under 
saving are confident of their 
retirement saving. In contrast, a 
third of those who actually are 
saving adequately, including via a 
DB scheme, didn’t think they were. 

What is evident from so much of  
this year’s research and the previous 
decade of data is that there is a 
distinct lack of connection between 
how much the British public needs 
to save for retirement in total, what 
that will actually translate into in 
retirement income and what it will 
mean in everyday spending terms. 

With so many people looking 
forward to a long retirement with 
the financial freedom to enjoy it to 
the full after a committed working 
life, the reality seems unlikely to 
match up to the expectation. Rather 
than simply being told to save as 
much as possible, the British public 
needs to understand the effects of 
saving or not saving adequately in 
real and tangible terms. By creating 
a highly specific individual plan, 
starting to save earlier, saving 
more and retiring later, individuals 
will have a far better chance of 
bridging the gap and fulfilling those 
retirement aspirations.

Revising down our expectations 
is an important place to start, 
particularly as a retirement income 
of £25,000 a year would require 
savings of £1,000 a month from 
age 30 – an impossible ask for the 
average earner. Far more likely, an 
individual earning £25,000 a year, 
setting aside 12% of their gross 
income (around £250 to start with) 
and retiring at 65 might realistically 
expect to receive a private pension 
of £4,200 a year, topped up by a 
state pension of £7,500 a year.

Starting the process earlier could 
make a huge difference. Beginning to 
save for retirement at 25 rather than 
30 could add almost a fifth to the 
final pension and starting at 20 could 
add almost two fifths. And increasing 
the contribution rate by 3% of 
earnings every 5 years could boost 
retirement income by two thirds. 

But while starting saving as soon 
as possible is highly desirable 
and increasing contributions as 
retirement approaches is almost 
essential, the biggest single 
difference can come from deferring 
retirement. Starting to save at age 
30 but then deferring retirement 
from 65 to 70 could increase an 
individual’s final pension by 43%.
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The value of money

£12,000

£25,000Individual earnings 
(per year)

Retirement income (per year)

30Start saving for 
retirement at 65 Age of  

retirement

WAYS TO INCREASE THE FINAL SIZE OF YOUR PENSION POT

THE RETIREMENT INCOME A LONG-TERM SAVER MAY GET

£7,700
State pension
(per year)

£4,300
Private pension
(per year)

£250 Savings
(per month)

State pension

Private pension

WITHOUT RENEWED FOCUS ON SAVING, OR REVISED EXPECTATIONS, 
THE AMOUNT THE BRITISH PUBLIC ARE SAVING FOR RETIREMENT WILL 

NOT TURN INTO THE AMOUNT THEY WOULD LIKE IT.

25 3% 70
Age starting 

to save
more every 
five years

Save

Can add 
one fifth

Can add 
two fifths

Can add 
two thirds

Deferring the 
age of retirement



Of the UK population is seriously under 
saving (0-6% of income) for retirement.

Of those who think they are 
doing fine when it comes to 

retirement saving.

SPOTLIGHT
SERIOUS UNDER SAVERS

33%

11%

The annual income they 
feel they would need for a 
comfortable retirement.

The age serious 
under savers expect 

to retire. 

+£24K 66

30-39
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£30 - £50K
Full-time



03
GENERATIONS 
OF NEEDS  
AND WANTS
PLANNING YOUR TRANSITION 
TO RETIREMENT
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A generation ago, the transition 
to retirement often seemed to 
mean hanging on until the day it 
was possible to give up work and 
promptly stopping. In our first 
survey 10 years ago almost half of 
respondents (47%) said they would 
retire ‘tomorrow’ if they could. The 
age that happened was also often set 
in stone – 60 for women and 65 for 
men. Today, with no such accepted 
cut off, the typical age people want 
to retire has remained consistent at 
just over 62 for the last six years. 

AS THE INNOVATIVE BABY BOOMER GENERATION 
TIPS OVER INTO RETIREMENT IT SEEMS THEY HAVE 
DONE FOR LATER LIFE WHAT THEY HAVE DONE FOR 
THE OTHER SIGNIFICANT LIFE EVENTS THEY HAVE 
EXPERIENCED – CHANGED ATTITUDES. 

Meanwhile, the age we would be 
prepared to continue working until 
absolutely necessary has crept up 
to 67 this year, just months after the 
Government announced the state 
pension age would reach the same 
age by 2028 due largely to increased 
longevity. Increasing from 66 five 
years ago, and after several years 
of stability, it seems that this uplift 
is the first step in acknowledging 
the need to work longer to fill the 
retirement funding gap. 

RETIREMENT: REALITY VS EXPECTATION

62

67

The typical age people 
want to retire.

Maximum age of retirement  Expected age of retirement

Desired age of retirement

The age we would be 
prepared to continue 

working until absolutely 
necessary.

2006

60

61

63

65

2007 2008 2009 2010 2011 2012 2013 2014

62

64

66

67

68



The youngest workers aged 18-21 would be 
prepared to continue working until over 68 
on average. Having only recently joined the 
working population, it could be argued that 
this age group is more accepting of a later 
retirement age because it’s further away, or 
because their experiences and expectations 
of the working world differ from those who 
have been working for longer. 

But it is the 65-69 year olds who would be 
prepared to work far longer than any other 
age group – until well past their 71st birthday 
on average, with 10% content to work 
beyond age 75. Already working past the kind 
of age that many of us hope to retire, this 
group doesn’t seem to find the prospect so 
difficult to bear. Perhaps, their careers mean 
they can choose their hours, work as they see 

fit and are therefore less concerned about 
carrying on for longer. But they aren’t alone. 
A third (35%) of the population as a whole 
believes that when they reach retirement 
age, they will be fit enough to continue 
working and won’t contemplate retirement. 
That’s up from only a fifth a decade ago. 

Not only that, but this year’s research 
shows that we understand, to some extent 
at least, the effects of our savings habits 
on the retirement age we might anticipate. 
Non-savers don’t think they’ll be able to 
retire until 67 and those severely under-
saving don’t expect to retire until over 66 
(though in reality they may well have to 
work past 70). But those who are saving 
appropriately for retirement hope to stop 
working at just 64, and wouldn’t be happy 
working past 66. 

For the modern worker then, retirement age 
isn’t just about the money it’s about personal 
capability and health. But of course health 
plays a huge part in not just when we retire, 
but how. Ultimately, our fundamental needs 
as intelligent animals are the same at 21 as 
they are at 91 – from the basics of food and 
shelter to engaging with family and friends, 
being part of a community, being valued 
and finding everyday experiences valuable 
for example.

Those born before the 1930s, whose life 
expectancy was far shorter than we would 
expect today, were considered old when 
they retired. No longer are retirees resigned 
to daytime TV and the vegetable patch, 
this year’s report has found that 27% of us 
hope to travel once we finish work, 21% 
anticipate looking after grandchildren, 15% 
plan to take on voluntary work and others 
will take the opportunity to pursue a second 
career, including retraining or gaining 
further education.
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of us hope to 
travel once we 

finish work.

anticipate 
looking after 
grandchilren.

of us plan  
to take on 

voluntary work.

1 in 3
2014

THE POPULATION AS A WHOLE BELIEVES THAT WHEN THEY 
REACH RETIREMENT AGE, THEY WILL BE FIT ENOUGH TO CONTINUE 

WORKING AND WON’T CONTEMPLATE RETIREMENT.

1 in 5
2005

Generations of needs and wantsGenerations of needs and wants

27% 21% 15%
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One thing that hasn’t changed over 
the years of our research is that 
the closer we get to retirement the 
earlier we think we should start 
thinking about and planning for it. 
In fact, there is an almost tangible 
sense of ‘if I knew then what I know 
now’ felt acutely among those in 
transition to retirement. 

our 29th birthday, but that shift 
seems largely to be down to 
concerns of older generations 
witnessing the realities of retiring in 
the 21st century. This is particularly 
true of 60-64 year olds who now feel 
planning should start at 26 years old.
 
It appears there is another 
generational story going on here 
too though, because the older 
we are, the more likely we are to 
feel, or expect to feel, to be better 
financially prepared for retirement 
than our parents. Almost half 
(48%) of those aged 65-69 agreed 
compared with just 25% of 30 
somethings and 20% of 18-21 year 
olds – the workers who have the 
most time to make a difference. 

Indeed, the same trend can be 
seen when asked how optimistic 
they feel about their retirement 
in general. It suggests that as 
the baby boomer generation 
passes into retirement, hopes 
for a comfortable retirement go 
with them. It seems the working 
population that comes after this 
dynamic generation feel they 
simply won’t ever have it so good. 
The good news, though, is that it 
appears we know we have to do 
something about it.

Five years ago the general 
consensus was that we could leave 
retirement planning until just before 
our 30th birthday. 18-24 year 
olds were comfortable putting 
it off until they were almost 33, 
30-somethings felt they could wait 
until half way through their 31st 
year and those in their 60s thought 
it was best to start at 28 and a half. 

Today, once again, the message 
that we need to take retirement 
planning and saving more seriously 
and earlier does seem to be getting 
through – at least in part. The 
average has dropped to just after  

In many ways, the very concept of 
retirement seems to have shifted 
from a slightly negative ‘no longer 
of use to working society’ sentiment 
to ‘now you can do all the things 
work got in the way of’ one. But with 
that plan to be active and engaged 
in later life comes the need for 
more money to fund those planned 
activities as well as unforeseen costs 
like long-term care.
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Generations of needs and wantsGenerations of needs and wants

18-21 years 50-59 years22-29 years 60-64 years30-39 years 65-69 years40-49 years 70-74 years

HOW OLD YOU SHOULD BE TO START SAVING FOR 
RETIREMENT, ACCORDING TO DIFFERENT AGE GROUPS

THE CLOSER WE GET 
TO RETIREMENT THE 

EARLIER WE THINK WE 
SHOULD HAVE STARTED 
THINKING ABOUT AND 

PLANNING FOR IT. 



SPOTLIGHT
SOMEWHAT UNDER SAVERS

Of the UK population is saving 
between 6-12% of their income.

17%

50%

The annual income they 
feel they would need for a 
comfortable retirement.

The age somewhat 
under savers expect 

to retire. 

+£24K 66

Of those somewhat under  
savers are confident of their 

retirement saving.

40-49
A yearYears old Cohabiting

£30 - £50K
Full-time
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their income will be in retirement, 
even if that means they will receive 
slightly less money. Of those, 41% 
would prefer a fixed annual income 
and a further 22% would choose an 
income in line with inflation. 

Alternatively, income drawdown 
allows the retiree to take income 
while the pot remains invested, 
subject to tax. Meanwhile, phased 
retirement provides a combination 
of both by drawing from pre-
retirement funds in phases (with 
25% of each withdrawal tax-free) 
while the rest remains invested.

The latest change means that from 
April 2015 retirees can withdraw 
their entire pension pot in cash at 
one time to use as they see fit. It 
seems many of us are likely to use 
at least part of such funds for 
immediate needs such as home 

improvements, mortgage or debt 
payments. It’s therefore clear 
that future guidance will need to 
embrace a more holistic approach 
to retirement as part of an 
individual’s wider financial needs 
for the present and future. Indeed 
upcoming product innovation 
across the industry is likely to take 
such a broad view, taking into 
account all an individual’s assets. 

This year, the importance of these 
changes and the choices on offer 
to future retirees prompted us to 
ask further questions following the 
announcement that the old world 
obligation to buy an annuity by 75 
would be scrapped in favour of the 
freedom to do as we wish with our 
pensions savings. 
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The problem is that with the closure 
of many such DB schemes in light 
of increasing longevity, control of 
and responsibility for retirement 
funding is quickly shifting to the 
individual without a corresponding 
improvement in their understanding. 
Just 18% of Brits believe they fully 
understand the pensions landscape 
and the options open to them. 

Unfortunately, it seems that 
younger generations are the least 
confident of their understanding 
but will be the workers affected 
most by the shift towards 
individual control of later life 
funding. While only 14% of the 
general population would be 
encouraged to save more towards 
retirement if they had more 
information, the figure rises to 
almost 30% among 22-29 year 
olds. With the evolution of later 
life planning made even more 
acute by the latest Budget 
announcements, there’s no doubt 
a boost to guidance and advice 
for all ages is now critical. 

Those announcements mean the 
new world of savings options offer 
retirees a range of ways to access 
their retirement funds. 

Although quantitative easing has 
recently had a detrimental effect 
on annuities, an income guarantee 
remains of vital importance for many. 
Two in three UK working adults 
(63%) say they want to know what 

The generation we were born into 
plays a part not only in our own 
behaviour in preparation for and 
during retirement, but also what 
we’ve come to expect by way of 
support from the Government and 
our employers. 

When we began this research 
ten years ago, huge swathes 
of individuals were still able 
to simply join their employer’s 
Defined Benefit scheme. It was 
almost automatic for many, 
without particular engagement 
required by the employee or the 
Government. In 2006 35% were 
members of a DB scheme. Today, 
that has dropped to 25%. 

MAKING IT HAPPEN
GETTING THE RETIREMENT  
INCOME YOU NEED

04
18%

Of Brits believe they fully 
understand the pensions 

landscape and the options 
open to them.

14%
Of the general population 

would be encouraged to save 
more towards retirement if they 

had more information.

30%
Of 22-29 year olds would be 

encouraged to save more 
towards retirement if they 

had more information.
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This additional research, conducted in the 
very early days following the Budget changes, 
revealed that only half of the UK population 
felt comfortable personally managing 
their money to provide a suitable income 
throughout their retirement. A third actually 
felt uncomfortable about the prospect and 
almost a third (30%) didn’t know how they 
would go about it. 

However, 28% were keen to take a proportion 
of their accumulated pensions savings as cash 
early in retirement while using the rest to 
provide a guaranteed income for later years. 
More than one in ten (11%) wanted to use 
their entire fund to buy a product that would 
provide a guaranteed income for the rest of 
their lives while the same proportion would 
take their entire pot to invest as they saw fit 
and 7% of those surveyed wanted to invest in 
buy-to-let property. 

Clearly, professional advice will 
play an even more important 
part in helping the population 
effectively manage their post work 
finances going forward. But when 
asked how people would like to 
receive their advice, 40% would 
opt to use online digital tools 
compared with 53% who would 
prefer face-to-face advice. And, 
although advice in person may 
prove expensive for the industry, 
Government and other parties such 
as the Money Advice Service to 
deliver, cheaper video calling was 
rejected by 42% of the population.

But with new freedom on offer 
to individuals in upcoming 
generations, the hope is that the 
attraction of being able to do what 
we wish with our money will help 
encourage Brits to engage with 
retirement planning earlier.

We have found that different 
generations feel differently about 
personal responsibility. While 
39% of interviewees felt that the 
state pension would help ensure 
they have a reasonable standard 
of living, that figure rises to 51% 
among 50-somethings and 65% 
among 60-64 year olds. The older 
age groups expect their retirement 
income to come from a wider range 
of sources than those who are 
younger, and see the state pension 
as an important part of that. 
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HOW PEOPLE WOULD CHOOSE TO USE THEIR PENSIONS SAVINGS

Would purchase an 
investment product.

Would invest in 
buy-to-let property.

Would take a proportion of 
their pensions savings as cash.

Would invest their fund and 
draw an income each year.

Would take entire pot and 
invest how they saw fit.

would prefer to 
receive professional 
advice face to face.

would opt to use 
online tools for 

professional advice.

40%

53%

28% 11%

7%11%

Don’t know.

30%

13%



Critically, though, the positive 
numbers found elsewhere in 
this year’s research continue 
with engagement in retirement 
planning clearly on the up thanks 
to automatic enrolment. When 
workers were asked whether their 
employer’s pension scheme was 
an incentive for remaining in their 
current positions, 30% said it was 
a major incentive this year, up from 
25% last year. And when those with 
existing personal pensions were 
asked what they intend to do when 
they are automatically enrolled, 
two in five said they expect to 
continue making payments to their 
personal pension (41%).

Although it falls short of the 
automatic enrolment contribution 
for someone on average earnings, 
our research also found that of 
workers waiting to be enrolled and 
who plan to stay enrolled, 30% 
expect to contribute between £25 
and £50, double the 15% who said 
the same thing just a year ago. In 
fact, the proportion expecting to 
save more than £200 per month 
has also doubled to 6%.

73% of UK adults believed 
individuals would be required to 
take greater personal financial 
responsibility for their retirement 
in 2012 and 2013 but by 2014 this 
figure has dropped significantly to 
65%. This poses questions as we 
enter the new world of personal 
responsibility for long-term 
financial planning. Once again 
though, the percentages change 
with age and the older we are the 
more of us believe we will need 
to take greater responsibility for 
retirement planning in future. 

Perhaps older generations who 
have historically felt less need to 
take personal responsibility (in 
light of employer and Government 
involvement) are acknowledging the 
evolution currently taking place. At 
the same time, younger generations 
may have always felt the need for 
personal responsibility and so don’t 
feel the future will be any different.
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The truth is that this upturn in 
retirement saving is far from 
universal. 67% of us who don’t 
have a DB pension are still not 
saving adequately with 24% 
somewhat under saving, 16% 
seriously under saving, and 27% 
not saving at all. 

Individuals may not be looking 
for any more retirement funding 
responsibility, but they will get 
it anyway in the coming years. 
If the British public has to assume 
more control without adequate 
supporting information, there is a 
strong case for both the industry 
and Government to work to fill 
the education gap in order to 
demystify retirement funding.

That education must make very 
clear the relationship between 
deciding when and how we 
begin saving for later life and 
our level of comfort in older age. 
But with the choices now wide 
open it must also clarify how our 
decisions about when and how 
to withdraw the funds we have 
built up over a lifetime could 
affect every day of later life.

65%
Of UK adults believed 

individuals would be required 
to take greater personal 

financial responsibility for 
their retirement.

30 %

4 1%

Of UK workers said their 
employer’s pension scheme 

was a major incentive to start 
retirement planning.

Of UK workers who are 
automatically enrolled, would 
continue making payments to 

their personal pension.

THE SAVINGS BEHAVIOURS OF PEOPLE 
WITHOUT A DEFINED BENEFITS PENSION

People who don’t have a DB pension 
who are saving adequately 

People who don’t have a DB pension 
who aren’t saving adequately

Somewhat under saving

Seriously under saving

Not saving at all

33%

67%

24%

16%

27%



Of the UK population is saving adequately 
(12%+ of their income) for retirement.

Of those who think they are 
doing fine when it comes to 

retirement saving.

SPOTLIGHT
ADEQUATE SAVERS

33%

50+ ABC1
A yearYears old Married Category Full-time

53%

The annual income they 
feel they would need for a 
comfortable retirement.

The age adequate  
savers expect  

to retire. 

£22K 64

£30 - £50K



Individuals
We welcome the Chancellor’s 
decision to give people the 
freedom to structure their income 
in retirement. However, with 
freedom comes responsibility. 

The first is for people to take a 
realistic look at their finances. 
Providing for a long retirement 
requires a great deal of planning. 

Quite simply the more money 
individuals have saved the higher a 
retirement income they will have. 
Of course we all face pressures 
on our day to day finances, and 
long-term savings are often 
sacrificed, but pension savings 
enjoy tax benefits, and often 
employer contributions, to boost 
savings. Quite simply there is no 
better way to save for retirement.

The second is for consumers to 
plan specifically for their own 
retirement. We recommend this 
should commence from the age of 50 
and focus on thinking about what are 
appropriate investments in the run-
up to retirement as well as how to 
structure their income in retirement.

Following on from the Budget 
announcement, building an impartial 
and effective guidance process is 
important. But to be truly effective 
it needs to be complemented by an 
educated and engaged consumer. 

The introduction of automatic 
enrolment, starting in 2012, 
introduced a radical shift in how 
people prepare and save for their 
retirement. Less than two years 
in, there are signs this is already 
delivering a positive shift in 
retirement savings. 

However, with people typically 
living a longer and more active 
retirement, the issue of how to 
pay for this remains. With the 
continuing decline in defined 
benefit pensions and the additional 
freedom the Chancellor announced 
in March 2014, how individuals 
choose to structure their retirement 
income is going to be increasingly 
important.

Industry
Change is normal, but the amount 
of change over the last two years 
has been breathtaking. Regardless 
of the scope and pace of change, 
however, the industry has to remain 
focused on serving its customers.

The single biggest challenge is 
delivering guidance and, where 
appropriate, advice. This needs to 
be provided to customers before, at 
and after retirement. Delivery must 
be coordinated by the industry 
working alongside regulators and 
Government. As our research has 
found, there is a consumer desire 
for face-to-face engagement in 
the process, but we also know 
that this comes with high delivery 
costs. Any framework designed for 
April 2015 will need to balance 
the competing pressures of what’s 
possible and what consumer 
expectations and behaviours are. 

The changes also provide a 
unique opportunity for providers 
to increase consumer engagement 
and encourage informed 
preparation for retirement. 

RECOMMENDATIONS

05

Over 10 years Scottish Widows research has shown 
that individuals have consistently struggled with the 
demands of saving for their own future. And yet, one 
thing has remained true - as we get older, the advice 
we’d give our younger selves is to start saving earlier. 
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Government
The Government should be clear 
that the freedom being given to 
individuals over their pension 
savings also carries a great deal  
of responsibility. 

How to invest successfully for 
the long-term and the inherent 
uncertainty over life expectancy are 
two serious issues all individuals 
will have to make a conscious choice 
to deal with when choosing the right 
retirement option for them. 

The stakes are particularly high 
for the new type of pension saver 
automatic enrolment is creating – 
the ‘double defaulters’. This group 
of savers consists of those who 
will join a pension scheme as part 
of automatic enrolment and then 
make no active choice on either 
investment choice or contribution 
levels. They will then be faced 
with making serious long-term 
decisions about income planning 
when they look to retire. Their 
needs must be an area of focus. 

The recent Budget changes to allow 
far more flexibility at retirement 
should help achieve an increase in 
how much people are prepared to 
save . Nevertheless, encouraging 
people to lock money away for 
the long-term has always been 
a challenge and incentives have 
traditionally played a key role 
in encouraging people to do so. 
However this report shows we need 
to do more to ensure people have 
a reasonable retirement in an era 
when we are all living longer and 
the State can no longer afford to 
provide more than a basic “safety 
net”. And increasingly people 
will be using a combination of 

pensions, other savings, such 
as ISAs, and even their home 
to fund their retirement.

We therefore recommend a 
crossparty review to build 
consensus on how best to deploy 
public funds to incentivise all 
long-term savings. For example, 
should we make saving simpler by 
considering a single tax incentive 
savings rate and limit to cover 
both pension and ISA saving? 
Or would targeting incentives 
to encourage people to make 
the right decisions at the point of 
retirement, taking the pressure 
off the state, be a better use of 
tax-payers’ money?

ENCOURAGING LONG-TERM SAVINGS 
WILL ALWAYS BE A CHALLENGE, 

PARTICULARLY NOW PEOPLE 
WILL BE L IV ING LONGER,  AND WANT 

TO HAVE A MORE ACTIVE RETIREMENT. 
GOVERNMENT, INDUSTRY AND 

INDIVIDUALS MUST ALL RECOGNISE 
AND ACT UPON THEIR RESPONSIBILITIES 

TO IMPROVE THE LONG-TERM 
SAVINGS ENVIRONMENT
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Calculation of the Pensions Index 
The Scottish Widows Pensions Index 
is a snapshot of how well employed 
and self-employed people in the UK 
are currently preparing financially 
for retirement. It is based on those 
who are of an age – between 30 and 
64 (men) / 59 (women) – and an 
income level – £10,000 or more a 
year – where they could reasonably 
be expected to be saving for their  
old age. The target retirement income 
is one that will leave most people 
feeling they are in an acceptable 
financial position, but which is 
likely to involve a sacrifice in living 
standard compared with when they 
were working. The level of retirement 
income which consumers are likely to 
feel is acceptable will depend largely 
on their income while working. 
However, the proportion required is 
likely to be higher for lower earners 
than for those who are relatively 
well-off, and that is reflected in  
our assumptions. 

06
APPENDIX
THE PENSIONS INDEX AND THE 
AVERAGE SAVINGS RATIO 

We have assumed that saving 12% 
of earnings from age 30 to age 64 
will provide an adequate income 
when combined with state pensions. 
The 12% includes employer pension 
contributions, tax relief and any 
non-pension savings for retirement, 
and could produce a pension of 
around 17% of earnings at age 65, 
based on projections using the 
pensions calculator of the Money 
Advice Service. When added to 
a state pension of £7,500 a year, 
those earning £10,000 a year and 
saving 12% a year may have an 
income replacement rate of around 
92% in retirement, those earning 
£30,000 may have a replacement 
rate of around 42%, and those 
earning £50,000 may have a 
replacement rate of around 36%. 

If individuals continue to work and 
contribute to pension until state 
pension ages when these increase 
above 65, these replacement rates 
will be increased significantly.

Those with defined-benefit pensions 
need to be considered separately, 
because there is no direct relationship 
between contribution levels for 
individuals and the pension provided. 
In calculating the Index we have 
assumed that all those who expect 
to receive most retirement income 
from a defined-benefit pension are 
adequately provided for. The Scottish 
Widows Pensions Index therefore 
tracks the percentage of those aged 
between 30 and 64 (30 and 59 for 

women) and earning £10,000 or 
more a year who are either relying 
mainly on a defined-benefit pension 
or saving at least 12% of earnings 
for their retirement (including 
any pension contribution by their 
employer). The Scottish Widows 
Average Savings Ratio is the average 
percentage of earnings being saved 
for retirement by those in the Index 
group, but excluding those relying 
mainly on a defined-benefit pension. 

For the past two years we have 
calculated an alternative index 
which includes women aged 60 to 
64. This extra group has not affected 
the outcome for either of our 
main measures, largely because 
relatively few women over age 60 
were still earning.

Savings that are included 
While pension arrangements 
remain the most common and 
most tax-efficient method of 
saving for retirement, many people 
use alternative savings vehicles 
such as ISAs, perhaps with a 
view towards moving funds into 
pension closer to retirement. In 
calculating the Pensions Index 
and the Average Savings Ratio, 
we have taken account of all 
savings specifically intended to 
contribute towards retirement 
income. These comprise company 
and employee contributions to 
employer-sponsored pensions, 
individual contributions to personal 
and stakeholder pensions and 
non-pension savings. We have not 
included non-financial assets such 
as residential property.
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SAVING FOR A PENSION IS ONE OF THE BEST 
WAYS TO MATCH THE REALITY OF RETIREMENT 

INCOME WITH THE EXPECTATIONS PEOPLE HOLD.
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