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In this issue we focus on:
l Budget Afterthoughts
l Pension Age and Far Horizons

Budget Afterthoughts
The more I think about the Chancellor’s Budget U-turn, the more uncomfortable I become. 

Philip Hammond didn’t endear himself to us when, as Secretary of State for Transport in the new 2010 Coalition
Government, he missed a golden opportunity to drop the scandalously expensive High Speed Rail (HS2) project
and instead chose to wave through this highly politicised and laughably misguided vanity project. Next, as
Secretary of State for Defence he pushed through 4,200 redundancies in our understaffed serving military. And
then, on the issue of Brexit, Philip Hammond was a ‘leaver’ - until David Cameron returned empty-handed from
his Brussels ‘negotiations’ last February, whereupon Philip Hammond abruptly changed his mind and declared
himself a ‘remainer’!

So it shouldn’t have been a surprise when, in his limp wristed shambolic Budget, he so utterly missed the go-for-
it tempo of the times. What an embarrassment to parade before our European neighbours as we seek to
demonstrate our independent competence and capabilities. An own goal from the kick-off! 

Let’s hope Philip Hammond is a fast learner. I suppose it could have been worse – he could have been on the
Government’s Brexit negotiating team!

Pension Age and Far Horizons
State Pension Age has been in the news again this week, with a report from the Government Actuaries Department
pointing to the need for a State Pension Age (SPA) of 70 for those currently aged 30 or below. These predictions
were aired at the same time as the publication of an Independent Review, under which John Cridland, former head
of the CBI had been commissioned by the DWP, to investigate the ramifications of the continuation of the State
Pension ‘triple-lock’ promise. In his report, John Cridland went on to recommend that SPA should rise to age 68
within the next 20 years.

State Pension Age (SPA) achieves equalisation (between men and women) next year. The equalised age of 65 is
then to rise gradually to age 68 by 2046. According to the Review, this distant target date should be brought back
to 2037-2039 to ensure “intergenerational fairness”. 

John Cridland declares that older people have a duty to work longer, to become trainers and mentors to a new
generation of apprentices. He said that, in tandem with an increased pension age, extra flexibility was needed for
those wishing to work part-time and for the many who need time off to meet ‘caring responsibilities’. 

He said “Those of us who can, have a responsibility to work longer. And for those who can’t, we have a
responsibility to help them. The old cliff-edge of retirement has been washed away by longer life expectancy”. As
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a sweetener for those working past their SPA he recommended that those who defer their State Pension should
be rewarded with a lump sum.

Longer life expectancy is a cherished benefit and a consequence of our improved living conditions, nourishment,
healthcare and relative wealth. It’s a joy - not a problem. Nevertheless, survival must be funded. At the moment
there are 305 pensioners for every 1,000 people of working age. Cridland points out that 100 years ago, King
George V responded to requests to send out 24 telegrams to those celebrating their 100th birthday. This year over
6,000 people are likely to request a centenary birthday card from the Queen – and by 2050 around 56,000 people
are expected to reach that distant milestone. As many of us might hope to be in that enviable position, the funding
of our private pensions must assume a position of primary importance. 

State Pension has been heading into the area of little significance for some years now. The strangulation of SERPS,
the failure of its successor SP2 and its burial with the introduction of Flat-Rate Pension, all shout the same message.
That message is “You’re on your own” for everything above the breadline. And whilst the prospect of working until
70 may seem daunting, the reality may well be that even retirement at 70 isn’t affordable if thereafter, 30 years of
very active life needs to be funded.

Many with insufficient pension provision seek comfort in the belief that they can ‘downsize’ their property and
shrink their income. In fact, little comfort is to be found here - for in retirement, the last thing any pensioner wants
to do is to move away from all that’s familiar, comfortable and friendly. Downsizing is fine in theory, it’s just so
difficult to achieve in practice – particularly if release of capital is the objective. Cheaper housing means either a
change of neighbourhood or an apartment, where there’s no garden, no garage alongside, other people in every
direction and multiple constraints on household pets. Surely, too many pleasures to surrender willingly or happily.

Change can be the most painful of experiences - particularly for those who are no longer working. Retirement, so
longed for and hard won, must offer the prospect of satisfaction and contentment. It also needs to offer
opportunities for new beginnings, new horizons and fresh activity. It mustn’t be shackled by inadequate income or
the threat of an unwanted house move. Dependency upon the State would be the most desperate of results.
Dependency upon oneself is the only safe destination.

So, if the question is “am I putting enough into my pension?”, the answer is almost certainly “no”. The tax reliefs
and incentives are huge. They won’t get any better. Use them to the full within this new Tax Year.

Geoffrey Stait
April 2017
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