
Technical Excellence | Bespoke Solutions | Quality Service

PML Group, The School House, St Michaels Road, Sutton Coldfield, West Midlands B73 5SY
Tel: 0121 693 0690 | Fax: 0121 355 7947 | Email: info@pmlgroup.uk.com | Website: www.pensionsmanagementltd.co.uk

Welcome to Bulletin 82 | September 2017

In this issue we focus on:
l		Who Wants to Live Forever?
l		The Poverty Trap
l		Look to the Future

Who Wants to Live Forever?
If there’s one ambition we all share, it must be to live as long as possible.  What used to be ‘three score 
years and ten’ is now ‘four score years and more’. In fact, today’s average 65-year old male, resident in 
the South East has a life expectancy of a further 21.6 years.

Now, although it seems that we’re living longer than ever, big differences are emerging between the life 
expectation of large sections of society.  Those in the South East and the South West are having the best 
of it, with an average 65-year-old surviving into his 87th year.  In the West Midlands we’re not doing quite 
so well - with the life expectancy of ‘midlanders’ being 3 years shorter than those in the South East.   
But take heart, we do better than those in the north, where in Manchester and the North East, today’s  
average 65-year old male’s life expectancy is just 15.9 years.

It seems odd that after 70 years of universal healthcare, the UK should experience such variations in  
average life expectancy.  Statisticians can have a field day with this – but overall it seems that geographical 
location and relative wealth (are they linked?), combined with lifestyle (smoking, drinking and diet) are the 
principal determinants of longevity.  In general, it seems that the richest live longest and the poorest die 
soonest – so maybe, the answer really is: move south, live clean and don’t get poor!

The Poverty Trap
In the 2015/16 tax year, 21% of UK households were deemed by The Office of National Statistics (ONS) 
to be ‘low income’ and in relative poverty - a position that has changed little in recent years because 
‘low-household income’ is encountered when combined received income is at or below 60% of the median 
for the year.  Median UK household income in the 2015/16 year was £26,400.  Official ‘relative poverty’ 
therefore emerges when household income falls below £15,800.  

These figures formed the basis of an ONS report published last month on the household wealth on retiring 
‘baby boomers’.  The ONS declared in their findings that absolute ‘pensioner poverty’ had almost ceased 
to exist – with only one in 25 retired households being in receipt of an income of less than £10,000 p.a.   

The Report examines the differences between those with occupational or personal pensions and those 
without.  It found that where no private pension income is received, average retired household income 
amounted to £17,200 -  whereas the average total gross income of a retired household which is in receipt 
of private pension totalled £27,800.

https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth
https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth
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The ONS report went on to identify that of those retiring now, almost half had retired later than had been 
intended and had worked beyond their retirement age.  Financial constraints were the principle reason for 
delayed retirement, although there was some comfort found by a proportion of these ‘working retirees’,  
in that they felt they’d benefitted from a ‘feel good factor’ in their continuing part-time employment. 
Good for them and thank goodness for that!

Whilst inadequate pension is a headache for many retirees, the new flat rate State Pension (currently 
£8,297 p.a), combined with progressive increases in State Pension Age, make it clear that the potential 
headache for future retirees is likely to be severe.  

It seems almost certain that many private sector workers must square up to the prospect of both retiring 
later and of making their own substantial pension contributions into private pension arrangements.   
An inability or reluctance to do either-or both of these, risks consigning plans of a long and comfortable 
retirement, to the bin.

Look to the Future
The importance of private pension provision is well understood by members of SSASs and SIPP’s – these 
present and future retirees are the ones who took an early decision to provide for themselves, come what 
may.  Of the far greater number of future retirees who rely on others to fund their retirement expectations, 
a Report issued earlier this year by the International Longevity Centre (ILC) makes disturbing reading.  
The ILC found that over 80% of private sector Defined Benefit Pension Schemes were in deficit and that 
one in six of these schemes was both ‘at serious risk of default’ and was ‘unlikely to be able to fulfil their 
pension promise’.  Alarming stuff.

After 10 years of near-zero interest rates and minimal gilt yield, Defined Benefit Scheme deficits are well 
recognised and cease to shock.  Headlines only tend to get written when the funding employer goes bust 
and a ‘deficit’ morphs into the reality of entering the Pension Protection Fund with a reduction of benefit.  
With interest rates, and gilt yields on the floor, longevity easing upwards and inflation picking up, the funding 
pressure upon Scheme Trustees just isn’t going away.  

So, for all those who’ve left a future pension entitlement within the Defined Benefit Scheme of a former 
employer, get a wriggle on, find out what its true value is and ask for our guidance.  A delay could be very 
expensive…
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