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Welcome to Bulletin 89 | April 2018
In this issue we look at:
l GDPR
l Workplace Pensions

GDPR – 25th May Deadline - A Reminder
With only a month to go before the new regulations take effect, may we issue a ‘last call’ to those who’ve yet to 
respond to our invitation to stay with us - to continue to receive our monthly bulletins and periodic e-shots on all 
pension matters.

All you have to do to stay with us is to check out our updated ‘Privacy Policy https://www.pensionsmanagementltd.
co.uk/privacy-policy/ and if you’re happy with that and would like to continue to receive our bulletins and 
e-shots, then, when you receive an e-shot from us, simply click the Yes box in the e-shot. The wording will look 
like this

• Yes, please continue to send bulletins and e-shots*

We do hope you’ll decide to stay, but if that isn’t your wish then you will also be offered the opportunity to click on 
the ‘No’ box in the e-shot and we will erase your name and details from our bulletin, technical updates and e-shot 
database.

The No box and wording will look like this:

• No, please erase my name and details from your marketing database*

You will receive this specific e-shot before 25th May 2018 and it is important that you act on it before that date, 
because if we haven’t received your decision by that date, then the new regulations require the removal of your 
details from our marketing database with effect from that date.

Note: If you don’t click either button then you’ll continue to receive our bulletins and e-shots until 24th May 2018, 
after which you name and details will be automatically removed from our mailing list, in accordance with 
the requirements of GDPR.

(*It is only when you receive the e-shot with the ‘Yes’ and ‘No’ boxes in that you can actually make your choice).

Workplace Pensions
Automatic Enrolment into Workplace Pensions has now quietly enjoyed its 5th birthday – and in the eyes of many, 
has a lot to celebrate. Nearly 9 million new pension savers have been enrolled and are saving towards their 
retirement years.

Part of the success of Workplace Pensions is probably attributable to the low level of minimum member 
contribution, which at 1% of ‘qualifying earnings’, would barely dent their take-home pay. The minimum 1% 
employer contribution, also seems to have been borne uncomplainingly – so, all in all, so far so good. So good 
in fact that a good many employers took the decision to establish their Workplace Pension Schemes with higher 
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levels of employer contribution than the regulations required. However, for perhaps the majority of employers, this 
month, things begin to get more serious, as we move into the first regulated increase in minimum contributions. 

This April, the employer minimum contribution moves from 1% to 2%, whilst the minimum contribution from the 
member increases from 1% to 3%. Income tax relief at source will go some way to lessen the impact of this higher 
member contribution rate (3% will become 2.4% after Basic Rate relief), nevertheless the increase will be felt.

For employees on average gross earnings of say £26,000 pa, paying minimum contributions into their Workplace 
Pension Scheme, the net reduction in their monthly take home pay will move from £13.41 to £39.94 per month. 
These figures assume that their employer’s scheme is based upon ‘Qualifying Earnings’ (earnings over £5,876 in 
17/18 and £6,032 for 18/19) and that gross pay remains unchanged – i.e. no pay rise.

But to focus on ‘cost’, when addressing pension contributions has to be misleading. For in reality, ‘cost’ is simply 
‘savings’. The average member’s net expenditure of £39.94 per month generates combined total contributions of 
£83.20 per month into the pension account of an employee on average earnings. Compulsory saving? Yes, but 
then pension contributions have always been viewed this way – haven’t they.

The major concern of government, over these increases in saving rate, is that Workplace Pension Scheme 
members may ‘opt-out’ of their employers scheme and cease to save. The choice to opt-out is set firmly within 
the regulations and is a route that some members take – irrespective of the self-harm that is probably inflicted. 
The opt-out rate across the country at the point of scheme introduction, was around 10%. No figures are available 
for subsequent ‘opt-ins’ (for the initial doubters who later saw the light) but even so, a 90% take up rate was 
heartening.

Concern nevertheless exists that this month’s 3-fold increase in minimum employee contributions might test the 
understanding and willingness of the severely cash-strapped. Government predicted opt-out rate following this 
month’s increased contributions is double that experienced thus far – with more opt-outs being expected next 
year when a further increase in minimum contributions comes into effect. 

Next year’s increases will require employee contributions to rise again, from 3% (2.4% net) to 5% (4% net), 
whilst employer contributions will move upwards from 2% to 3%. Awkward and unwelcome – but how else are 
ordinarily employed people to be encouraged to fund for their retirement if the Government has all but washed 
their hands of this (private sector) problem? Equity Release destroys subsequent moving options and inheritable 
wealth; “Downsizing” is rarely a happy solution and deposited savings just wither on the vine, in a low interest 
environment.

Pensions are often the only constant, predictable and dependable source of a sustaining income in retirement. 
Their only inadequacy is insufficiency – and the only expressed regret of those in retirement is that they didn’t 
save enough!

Wisdom expressed before the event is so much more use than wisdom afterwards!

Geoffrey Stait 
April 2018


