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Investment

Could you ‘nudge’ your
way to a healthy retirement?
Nudge theory was popularized in 2008 by
behavioural economist Richard Thaler and legal
scholar Cass Sunstein. In simple terms it is about
making it easier for people to make a certain
decision that is ultimately in their own self-interest.

Living the dream

Day-to-day

Understandably, a lot of young people are focusing on their current
financial priorities – after all, we’re in the midst of a global pandemic. But
that doesn’t mean your future financial needs have gone away. So, rather
than thinking of your ‘future self’ as a stranger, treat your pension like a
gift you’re giving yourself – you just can’t open it yet!

Put your decisions into context – During lockdown, local or
national (or whatever COVID-19 throws at us next) do you really
need to buy another plant, candle or pair of joggers.
Set simple and clear goals – A single goal like save £6,000 for a car is
much easier to achieve than multiple goals like save for a home, car,
and holiday.
Make it easier to do the things you should do (and hard to do the
things you shouldn’t) – Putting small barriers in the way of every
day things, like not allowing your browser to remember your
PayPal password, makes it harder to spend money and you may
ultimately decide not to.
Don’t ignore information and the facts – check your budget, bank
statements and accounts regularly.

Long-term
Do you like going on holiday, eating out and enjoying your hobbies? If so,
it’s likely your ‘future self’ will too. Far from sitting in an armchair in your
carpet slippers and a tartan blanket, it’s much more likely that your future
self (who is, after all, still you) will want to enjoy their retirement in style.
So, what’s the dream? Well, according to research from Aviva, almost half of
people want to travel when they retire, while taking up a new hobby and
helping their children and grandchildren out financially come second and
third on the list – all suggesting that people want to live their lives to the
fullest in their later years. Unfortunately, translating the dream into reality
is where it falls apart for some – 23% of people think their retirement is
likely to be a financial struggle.

Get nudging
COVID-19 hasn’t given us many silver linings but reduced living expenses due
to remote working and the closure of bars, restaurants and other leisure and
hospitality businesses could provide a welcome boost to our savings.
Similarly, you could save around £40 a month by keeping going with the
home workouts, like the 72% of people who say they have no plans on
going back to the gym. In addition, many kids’ clubs have yet to start back
up following lockdown, so parents could be making big savings here, too.

Save on subscriptions
Foregoing the latest iPhone could also save you a hefty sum. Keeping your
existing handset instead, and switching to a SIM-only deal, could help you
move some welcome funds into the pension pot.
Or, you could divert an average £39 per month in wasted subscriptions
into your pension. Unused gym memberships, phone contracts and
subscriptions to online video streaming services are all common culprits,
according to research.

Expert ‘nudgers’ at your service
If you need a ‘nudge’ from us to help boost your retirement income,
we’re just a phone call away.
The value of investments and any income from them can fall as well
as rise and you may not get back the original amount invested.
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In the short term there are some financial nudges you can do to apply
nudge theory to your own finances.

A study has hit on a novel solution to the problem – ‘nudges’. In other
words, by making small behavioural adjustments to your spending habits,
you could enjoy an additional £7,000 every year in retirement income.
The key lies in encouraging young people to imagine themselves in the
future, rather than viewing their ‘future self’ as a different person.

Pensions

How has COVID-19
affected your retirement?

the average pension fund is 2.6%
lower than at the start of year

1.5
million
people over the age of 50 are planning
to delay their retirement

15%

plan to delay retirement by
an average of three years

26%

say they plan on working indefinitely

Data from Legal & General shows that 1.5m people over the age of 50 are
planning to delay their retirement in some way as a direct result of
COVID-19. Fifteen percent say they plan to delay retirement by an average
of three years, while 26% say they plan on working indefinitely.

Pension funds fall…
Pensions savers initially saw the value of their pension pots fall in
response to the stock market slump, which impacted the retirement
income available for those on the verge of retirement. This is the main
reason why so many are planning to delay their retirement. The average
pension fund fell by 15.2% in Q1 2020 – an even worse performance than
that observed at the height of the global financial crisis. Despite
recovering losses in Q2 2020 the average pension fund is still 2.6%
lower than at the start of the year.

… but flexible withdrawals decrease
Many savers have not panicked but taken a sensible approach to the
crisis, with data showing that less money was flexibly withdrawn from
pensions in the second quarter of this year. Savers withdrew £2.3bn
during this period, down 17% on the £2.8bn withdrawn in Q2 2019.
This suggests that in the face of challenging circumstances, savers have
been able to use their common sense, resist temptation and keep their
retirement plans on track.

Onwards and upwards
In a press release, a group of regulatory bodies including The Pensions
Regulator (TPR) and the Financial Conduct Authority (FCA) have urged
consumers to keep a level head. They advise pension savers to be wary
of scams and to seek professional advice before acting. TPR’s chief
executive, Charles Counsell, said: “Pensions remain a safe long-term
investment for your retirement and it’s important to avoid hasty decisions
about cash that’s taken a lifetime to build.”

Financial advice pays
If you’re worried about your retirement, we can help. As your trusted
financial adviser will be able to evaluate your situation and offer guidance
based on your own personal circumstances.
The value of your investments and any income from them can fall as well
as rise and you may not get back the original amount invested.
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2.6%

The coronavirus pandemic has not been kind to
older generations. As well as having a greatly
increased risk of serious health complications from
the virus itself, older people have suffered a serious
blow to their retirement plans.

Protection

Check your existing
income protection policy
Income protection explained
Income protection policies provide a monthly
payment (payable after a waiting period) to help
replace your income if you are unable to work
because of an accident, illness or involuntary
redundancy. Short-term income protection
policies will pay out for a fixed amount of time
(typically six months or a year), whereas long-term
income protection policies are designed to replace
your income (up to a maximum of around 60%
before tax) until retirement age, death or for a
specified period of time.

Am I covered for COVID-19 under
my existing policy?
Policyholders who took their policies out before
the outbreak should be covered under the existing
terms and conditions, for both short-term and
long-term income protection.
Fortunately, most people who get the virus have
mild symptoms or recover quickly, usually within
a few weeks. Because most income protection
policies have a waiting period before money is
paid out and also a minimum claim period of 30
days, you are unlikely to be able to claim under
the sickness element of your policy.
However, if you are an existing policyholder who
had unemployment cover included in the policy
and you are made redundant, you should be able
to make a claim for enforced redundancy.

Can I take out a new income
protection policy now?
It is still possible for new customers to purchase
accident and sickness cover, although you should
be aware that pre-existing medical conditions will
be excluded and insurers may have changed their
terms for new customers.
However, the situation is not the same for
unemployment cover, with brokers reporting that
cover is unavailable for new customers, both as a
standalone policy and under ASU (Accident
Sickness and Unemployment) policies.

Managing existing policies
The good news is that you can renew your
short-term and long-term income protection
policies, although the terms may change
at renewal.
Furthermore, some insurers are offering
three-month payment breaks for those who are
unable to pay their premiums at the moment.

Here to help
It’s important to remember that all protection cover
should be bought for the short, medium and long
term and should be tailor made to suit your own
circumstances, rather than just opting for the
cheapest premium.
As with all insurance policies, conditions and
exclusions will apply.
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Insurance brokers have reported
an increase in enquiries about
income protection cover since the
pandemic outbreak, with people
concerned about becoming ill and
being unable to continue working,
or worried about losing their jobs.

Mortgages

Borrowing options
in your later years
Retirement is an exciting time; the
start of a new chapter in life. Whilst we
will have worked, saved and prepared
for this moment for a long time, many
of us will find we don’t quite have
enough money to fund all the things
we planned to do.
Luckily, there are an increasing number
of options for borrowing in your later
years, enabling people to stay in their
homes for longer and help fund their
retirement lifestyle.

Mortgage
One option is a traditional
residential ‘capital and repayment’
or ‘interest-only’ mortgage. Many
lenders have increased their upper age
cap limits in recent years, enabling
mortgages to now be applied for by
people up to 80 years old and allowing
mortgage terms that end when a
customer is up to 85 years old.
You’ll have a better chance of being accepted for these
mortgages if you have a good credit history. Your
income will need to be high enough to easily cover the
mortgage payments, so lenders will be looking for
proof of pension income. This is easier to do once you
are retired.However, if you are yet to retire, your
pension provider can give confirmation of your
expected retirement date, current pension pot and
expected retirement income. The mortgage provider
will also be interested in other income you may have,
such as from shares and property investments.

Equity Release
Another option is equity release.
With an Equity Release Mortgage,
you borrow an amount against
a part-share of your home,
either as a one-off lump sum or
a monthly income.
You still own your home, and the payment can be
used for a variety of purposes. These are, most
commonly, to pay off an outstanding mortgage,
pay for a major purchase or unexpected cost,
or simply to help fund your retirement.

Lifetime Mortgage
A Lifetime Mortgage differs to a
traditional Residential Mortgage as
payments do not need to be made
throughout the term of the mortgage.
Instead, the total amount borrowed
plus the interest is repaid when the
house is sold, which is usually after
the borrowers have moved into
a care home or passed away.
Both Equity Release and Lifetime Mortgages will
impact elements such as how much inheritance you
have available to pass on, eligibility for state benefits
and your tax position.

YOUR HOME MAY BE REPOSSESSED IF
YOU DO NOT KEEP UP YOUR REPAYMENTS
ON YOUR MORTGAGE.

You will need to take legal advice
before releasing equity from your home
as Lifetime Mortgages and Home
Reversion plans are not right for
everyone. This is a referral service.
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Each of these borrowing options suits different
circumstances so you must carefully consider
which would be best for you in your later years.

