Growing concerns about the quality of life for younger generations

General background and historic trends

Many research findings published in the last decade have highlighted the growing
problem facing many people in the future.

State Pension Age pushed back. This means for those more reliant on the State Pension
having to wait longer before they can start to receive their State Pension. But, for some
continued employment in later life might be a big ask if not impossible just adding to the
problem.

Many younger people are concerned that there will be no State Pension or a very poor
level of State Pension when their time comes to claim it! So, relying entirely on the State
is not a realistic basis given such a belief or concern.

A lifetime of working for a number of organisations with different degrees of generosity
in terms of pay and pension provision adds to the mosaic.

Nowadays, most people working in the private sector are not building up retirement
income on an assured basis as had been the case in the past. But many people working
in the public sector still enjoy retirement provision and are immunised from any
investment risk with their eventual benefit worked out using their eligible pay and length
of time in the pension scheme.

The problem for the self-employed is greater still as they are in effect their own
employers. Any savings for the future rests with them as well as their ability to save for
the future.

Periods of ill-health or loss of employment along the way can interrupt the steady build
up personal financial means and wealth. Not everything always goes according to plan
and relying upon doing the right thing much later on in life may never be possible.

Added to which the gendered issues with many women fulfilling a caring role in their
lifetime and not employed so aggravating the picture for them. Individual financial
resilience is key and minimisation of dependency on another.

Of course, affordability is key.

Recent research and a further contribution to the debate from Hyman Robertson
accompanies this paper. Do read the accompanying document ‘ Retirement adequacy
and the reliance on responsibility’. Some useful insights to better inform on a way
forward.
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Depending upon the stakeholder, different standpoints are possible. However, there is
one conclusion that comes across loud and clear. Personal responsibility to do
something and not to expect your employer and the State to ensure itis all right on the
night! Acceptance of that responsibility is key more so than it was in the past when
many more people were members of ‘final pay’ pension schemes. Life was simpler in
the past.

Recent research published by the Reward and Employee Benefits Association’s (REBA)
on retirement adequacy found that 56% of employers believed it was important for
employers to help employees achieve retirement adequacy. That did not necessarily
and exclusively suggest that it was a simple case of an employer paying more into the
‘pension pot’ for that individual important though that might be. Education and
guidance being important enablers. Those facilities might be in place but is everyone
taking advantage of them?

Financial provision and life choices

There are many ways of building up wealth and potential income for the future. Aside
from savings and the use of products such as Premium Bonds, investment in an
Individual Savings Account there might be other opportunities such as: -

e the store of wealth built up in your family home or even a second property that
can be released in the future

e share options related to the company you work for

e setting up your own business or becoming self-employed when you decide ‘to
call it a day’ from mainstream employment

e improving upon the actual retirement provision made for you in your employer’s
pension scheme

e claiming when appropriate and if possible certain ‘welfare’ benefits

So, there are a variety of ‘financial tools’ at anyone’s disposal. The trick is knowing which
to use, when and in what proportions to achieve a variety of life course needs.

Money psychology research bears out the imperative that most people have for short
term instant gratification and to sacrifice their future, longer term, financial wellbeing.
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Awareness

There is an increasing body of evidence about the looming problems that are being built
up now. Burying your head in the sand is not a sound response particularly when the
onus is on the individual to do the right thing.

With the move from ‘final pay’ pension schemes to ‘pension pots’ the individual is now
largely responsible for their future: -

e interms of how their ‘pension pot” is invested throughout life
e ‘How much they payin’
e More importantly ‘When’ they payin

The level of understanding about ‘pensions’ is pretty poor in general and seen as a
complicated topic best left to another time. Therein lies the danger.

Individuals are now the main authors of their own financial security in the future. Or
failure to achieve a comfortable quality of life in later years as opposed to some mere
subsistence existence.

Recent governments have worked to putin place ‘pension dashboards’ that are about to
come on stream, where an individual will be able to see in one place all their ‘pension’
benefits including their State Pension. So, making planning easier.

Many responsible employers and providers have very useful online tools and media to
encourage individuals to show greater interest in their longer- term savings (‘pension
pot’) and so make the right decisions at the right time not leaving all to chance or a ‘last
minute dash for the line’.

The trick is to take advantage of all these support mechanisms. Notignore them.

The Money Hepler website contains much useful information and why not make it a
point at least once a year to visit that website and so improve your own level of
understanding so that you can do the right thing at the right time. Do not leave anything
to chance or till the last minute.

https://www.moneyhelper.org.uk/en/pensions-and-retirement

Take advantage of any support tools your employer or pension provider has made
available. Be engaged.
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