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For immediate release: 9th September 2010 

TODAY’S MASS AFFLUENT FACE TOMORROW’S BIGGEST DISAPPOINTMENT AS RETIREMENT INCOME FALLS SHORT

Tomorrow’s generation of mass affluent* retirees are set to face disappointment on a significant scale as over two thirds (69%) overestimate how much their pension fund equates to in income and as such, will fail to achieve their annual target level in retirement. This is just one finding from a landmark study** launched by Sun Life Financial of Canada at an industry event last night.

The event, which was attended by industry experts, IFAs and the media, included a panel debate chaired by Retirement Partnership Director, David Dunn, plus Ian Costain, Senior Policy Adviser at AIFA and personal finance journalist and editor of Savvywoman.co.uk, Sarah Pennells.  Attendees discussed the findings from a new report, Sense Check at 60, which identified that 62% of mass affluent and high net worth (HNW)*** retirees expect an annual income of £30,000 to enjoy a fulfilling retirement, yet 40% have less than £300K saved, whilst one in three (34%) have ‘only’ amassed a retirement fund of between £100-£200K. In reality, a retirement fund of £600,000 is required to support this level of annual income over a 20 year period.
Sun Life Financial of Canada’s report, which is based on extensive qualitative and quantitative research with over 1,000 consumers, who each have a minimum pension fund of £100,000, reveals how well prepared in essence this group regards itself, yet the income gap and reality check many will face as they reach retirement.  It also examines five key retirement risks more relevant to this group than any, and identifies strategies to navigate these risks successfully.  
The findings provide a stark wake up call to both the industry, and mass affluent or HNW consumers approaching retirement, to ensure their funds are efficiently managed in terms of generating income, providing guarantees and protecting against inflation.  Whilst the proposed pensions legislation changes by the Coalition Government are likely to benefit the mass affluent and HNW, the decision to allow more people to avoid annuitisation brings with it the real possibility that people could exhaust most, or all of their savings before they die.
Commenting on the report launch and event, Mark Stopard, Head of Marketing at Sun Life Financial of Canada said:  “The Sense Check at 60 study is a major step forward for the industry in terms of identifying a demographic which until now, has had comparatively little attention.  Whilst this group of savers have amassed very respectable size funds, there is still a reality gap in terms of retirement income levels they expect and are likely to achieve.
“Both the report and the interesting panel debate which we saw unfold at its launch demonstrates the requirement for the industry to focus on the needs of mass affluent consumers.  At first glance, their future looks secure, with little need for assistance, however the Government’s proposals to abolish compulsory annuitisation at age 75 means tomorrow’s retirees have far greater control over their retirement assets than any other generation, and the main beneficiaries of this change will be the mass affluent.” 

Key findings from the report include:

· Retirement income requirement:

· Research shows: 62% of mass affluent and HNW consumers expect to need more than £30,000 a year to enjoy a fulfilling retirement
· Sense Check: a retirement fund of minimum £600,000 would therefore be required to support a 20 year retirement
· Reality gap: Expectations vs reality:

· Research shows that almost half  (49%) expect to generate £20,000-50,000 from their pension and other savings (though 21% expect an income of over £50,000)

· Sense Check: in reality, nearly half (40%) of respondents have less than £300K and 1 in 3 (33%) have less than £200K. As such, almost 70% of people in our survey will miss the lower end of the income range they expected from their pension and other savings [see figure 1]

Figure 1: Many people may not hit their desired income 
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· The 5 Risks at retirement:

· Research shows that our aversion to risk increases as retirement draws near, but attitudes to risk are not homogenous.  Some evidence suggests that those with the highest wealth are more disposed to take some financial risk

· Sense Check: the following 5 retirement risks have been identified that impact on mass affluent / HNW individuals more than any other group; longevity, inflation, asset allocation, withdrawal and long term care. Having flexibility in retirement funds is therefore key. When asked how they would like to receive their retirement income both before and after analysis around these five risk areas, the number of consumers who appreciated the benefits of flexible annuities rises [see figure 2]  

Figure 2: The flexible annuity score moved significantly after the key risks were explored 
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· Working in retirement:

· Research shows that retirement is a two step process; a temporary interim stage leading, at some point, to what is recognised as a traditional model of retirement without work.
· Sense Check: around 4 in 10 people expect to continue to work after retirement.  Most (64%) will continue to work part time in their current field, whilst around 1 in 3 plan to work in the voluntary sector
· Expenditure, planning & long term care:

· Research shows that few people could think about their retirement spending patterns long term.  Whilst they are aware of the possibility of care being required, people are largely unable to plan for the longer term 

· Sense Check: when invited to discuss expenditure patterns in retirement, and shown the U shaped pattern (i.e. high income in the productive years, followed by a decline in spending, followed by a rise in case costs), few could comment. Deccumulation patterns could mean retirement funds are exhausted early [see figure 3]

Figure 3: Few people could think about their spending patterns longer term 
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· Trust in the industry and seeking advice:

· Research shows that the propensity to seek professional advice regularly is linked to wealth.  HNW consumers, i.e. those with a minimum retirement fund of £500K are more likely (55%) to see an adviser annually, compared with only 36% of those with a fund of between £100-200K.  

· Sense Check: of those who hadn’t seen an adviser in the last 5 years, almost 1 in 5 cited a lack of trust as the reason. 65% of respondents agreed that financial services companies need to help remove the fear surrounding retirement planning. 

Stopard continued: “With the move from defined benefit to defined contribution schemes, the encouragement to save independently has been acknowledged. However, what is still clearly misunderstood is the level of income people can expect from their savings.  Although a fund of £100,000 or more seems a significant sum of money, at current annuity rates, the actual income will be a huge step down for the majority of these retirees.   


“For someone with a retirement fund of £100,000 or more, taking a conventional annuity may not be the best option.  The results of the Treasury consultation which closes on 10 September may affect the requirement to annuitise, which is a significant step forward for the mass affluent market.  Long term planning, especially on deccumulation patterns, understanding how to negotiate risk avenues and seeking professional advise is a must for this group and the industry needs to provide flexible product solutions that are capable of responding to the changing face of retirement.”
Ian Costain, Senior Policy Adviser at AIFA commented: “This report provides new insight to the challenges faced by the mass affluent and high net worth consumer segments up to and in retirement. These challenges should not be underestimated. The role of the IFA to support, guide and advise clients through this landscape could never be more timely and critical, and independent financial advisers are very well placed to do this.” 

David Dunn, Director of the Retirement Partnership commented: “We are on the cusp of major changes to the pension landscape.  This report provides a unique aid to IFAs who assist high net worth individuals with their retirement planning to ensure they don’t outlive their savings.”
To obtain download a copy of Sense Check at 60, please visit www.sloc.co.uk 

For more information on Sun Life Financial of Canada’s flexible retirement solutions, please visit www.sloc.co.uk or call 0845 071 0200.
-Ends-

Notes to editors 
* Mass affluent consumers are defined as those with between £100,000 and £500,000 in retirement savings

**Sense Check at 60 report methodology: Focus groups took place in May 2010 in London, Birmingham and Leeds with over 50 interviewees. Each has personal liquid assets and pension fund of £100,000 and £500,000 and owned at least one investment product. In addition, a quantitative online survey was conducted using the e-rewards panel. Interviews were completed between 30th June and 8th July 2010 with 1,021 consumers aged 55 or older, who had at least £100,000 in pension pot/ retirement savings.  All had to be considering retirement in the next five years.

*** High net worth consumer are defined as those with £500,000 and over in retirement savings
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About Sun Life Financial of Canada in the UK

Sun Life Financial of Canada is part of a global financial services organisation headquartered in Toronto, Canada. UK companies operate under the brand Sun Life Financial of Canada.

Sun Life Financial of Canada in the UK is focused on providing flexible and innovative product solutions for customers in and approaching retirement. We are dedicated to building excellent customer service by offering the highest levels of customer care and quality products. We have a heritage in the UK dating back over 100 years to 1893 and serve the needs of customers directly or through financial advisers nationwide. 

As at 30 June 2010, Sun Life Financial of Canada has £11.6 billion assets under management in the UK. 

For more information, please visit www.sloc.co.uk
About the global Sun Life Financial of Canada group of companies

Our parent company, Sun Life Financial Inc., is based in Canada and is a leading international financial services organisation providing a diverse range of protection and wealth accumulation products and services to individuals and corporate customers. Chartered in 1865, the Sun Life Financial of Canada group of companies and its partners today have operations in key markets worldwide, including Canada, the United States, the United Kingdom, Ireland, Hong Kong, the Philippines, Japan, Indonesia, India, China and Bermuda. As at 30 June 2010, the group of companies had total assets under management of $434 billion (Canadian dollars). 

Sun Life Financial Inc. is listed on the Toronto (TSX), New York (NYSE) and Philippine (PSE) stock exchanges under ticker symbol SLF. 

For more information please visit www.sunlife.com.

In 2009 the UK operations of Lincoln National Corporation also became part of Sun Life Financial of Canada.
The following companies operate under the name Sun Life Financial of Canada and are members of the Sun Life Financial of Canada group of companies: Sun Life Assurance Company of Canada (U.K.) Limited (registered number 959082), SLFC Assurance (UK) Limited (registered number 830572) and SLFC Investment Managers (UK) Limited (registered number 1900586) are all authorised and regulated by the Financial Services Authority. SLFC Services Company (UK) Limited (registered number 6997417) is an appointed representative of these firms. The UK life and pensions business of the Sun Life Financial of Canada group is operated by Sun Life Assurance Company of Canada (UK) Limited and SLFC Assurance (UK) Limited. All companies are incorporated in England with Registered Office at Matrix House, Basing View, Basingstoke, Hampshire, RG21 4DZ. www.sloc.co.uk
