27 January 2010 

Pensions industry dithering as specialist Rockingham reveals we need to live a minimum of 17 years post retirement just to get back pension savings
· New Rockingham data shows typical £30k pension fund holders need to live minimum 17 years post-retirement to get back what they have saved with today’s dismal annuity rates 
· ABI publishes guide for pensions firms – but doing too little for consumers, warns RR 
Rockingham Retirement today reveals that people retiring at the age of 65 will need to live a minimum of 17 years simply to get back the money they have saved in their pension fund at today’s historically low annuity rates.*

The company warns on its findings in the wake of pension giants’ representative The Association of British Insurers publishing of further guidance (1) to pensions firms to assist with their ‘wake up packs’ to people approaching retirement.

“Typically, a man retiring at the age of 65 would have to live for a further 17 years just to get back the £30,000 he has saved in his pension,” said Rockingham Retirement’s director of corporate communications Laura Goodman.

“And we calculate a woman would have to live until she was at least 84 to recoup the £30,000 via a traditional annuity, based on today’s rates – which is just dreadful value,” added Goodman.

Not casting a wider net to secure the best annuity income at retirement is the primary cause of lower payouts – Rockingham Retirement warns that the typical pensioner will suffer, getting on for £200 a year in lost income (based on an average £30,000 pension fund).

“And that is assuming the pensioner is in good general health – for those who smoke, or have overall poor health, they could be losing out on significantly more – and at a time of their lives when every penny counts,” she said.

“It is all well and good the ABI issuing updated advice to pensions firms, but what about the millions of disadvantaged pensioners who are suffering dreadful rates, simply because they are for the most part unaware that they are allowed to put their fund with the best payers in the market, rather than just with the firm they have their pension with?” she said.

It has never been more important for those approaching retirement to properly research the market for their annuity. 

Rates are at an all-time low, with retirees getting pension incomes half the level of their counterparts back in 1994 – 16 years ago - (source: Investment Life and Pensions Moneyfacts, January 2010).

“What it comes down to is that the traditional annuity is desperately poor value in 2010,” said Goodman.

“The Association of British Insurers has made some progress in improving the annuitisation process, especially in speeding up the transfer of pension funds after annuity purchase – but it is clearly not doing enough to assist consumers in alerting them to the choices open to them at retirement. 

“That means putting proper pressure on its members to get their act together – pensions’ firms continue to get fat and bloated, while millions suffer on lousy retirement income rates. It is not good enough.

“Rising inflation also presents a major risk: even at just 3% inflation a fixed annuity would almost halve in value over 20 years and at 6% inflation it would end up less than a third its original value,” added Goodman.

Rockingham Retirement has been at the forefront of the ongoing campaign to reverse the very negative effects that the open market option is having on pensioners’ annuity income and has recently launched the Annuity Clearing House and RITA, two major initiatives to boost consumers’ chances to get the best possible deal.    

· Ends –

* Based on Rockingham Retirement database research, January 2009 – December 2010

 (1) ABI, December 2009
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Editor's notes

Rockingham Retirement is one of the largest wholly independent retirement income brokers in the UK with over ten thousand customers and hundreds of millions of pounds in client’s funds invested. By specialising solely in annuities and unsecured pensions, Rockingham is an expert in the field of pension income.

With no allegiances to any product provider, Rockingham is able to broker every commercial annuity provider in the UK, including all impaired providers, to find retirees the highest level of income in their retirement.

Rockingham has over 45 experienced and professional members of staff at its head office near Peterborough. The company has won numerous coveted customer service awards, including regional finalist for the Orange National Business Awards for Customer Care.

