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Welcome to our birthday Bulletin – 
we’re 100 today!
To flag-up this centenary bulletin we’ve adopted a style 
change, to make it easier to read the sections that raise 
interest – and to skip those that don’t! Our objective 
is to alert and inform on pension matters that we think 
important. 

If you’re prepared to give us feedback then let’s have 
it – brick bats ‘an all’ – simply click here and if there’s 
a topic upon which you’d like more information – then 
just telephone or email us – or perhaps click here to 
have a look in our new bulletin search facility.

How quickly times change. When, in January 2011 
we published Bulletin No 1, the pension contribution 
Annual Allowance stood at £255,000; SSAS drawdown 
was subject to GAD restrictions and residual pension 
funds, on death after age 75, were taxed at a whopping 
55%. 

Now, 8 years on, we’d certainly like much higher 
Annual Allowances – but the advantages of restriction-
free drawdown and a zero tax-charge on death are 
huge. Who says nothing gets better!

In this 100th bulletin I return to the topics of Drawdown, 
sustainable pension funds and Annuity rates.

Drawdown
Unrestricted ‘drawdown for all’ came into being just 4 
years ago and changed the world of private pensions 
for ever. The opportunity at retirement to take control 
of your pension fund rather than see it disappear into 
a lifetime annuity was a revelation to many ordinary 
pension savers. At a stroke, locked-up pension savings 

were liberated and the door was opened to a previously 
unimaginable world of pension accessibility. Suddenly 
an ordinary private sector pension contributor could, 
from age 55, access their pension fund and uplift it in 
full – or take it a bit at a time, whenever they liked, in 
any amounts that suited – Utopia!

For SSAS trustees, none of this was new. Pension 
withdrawal has, in its many forms, been fully enjoyed 
by self-administered scheme members for more 
than 40 years. Withdrawing a pension income whilst 
retaining an actively invested pension fund is familiar 
territory. Drawdown always was one of the many 
benefits enjoyed through pension fund ownership and 
self-administration. So ‘drawdown’ through SSAS has 
worked perfectly well for many years - but is ‘drawdown’ 
for everyone?

In years gone by, retiring employees within occupational 
pension schemes were untroubled by the need to take 
big decisions about the structure of their retirement 
pension. A retiring member simply had to choose 
whether or not to take up a “cash lump sum” option 
– and perhaps make a decision on a dependent’s 
pension benefits. Then, with decisions made, benefits 
were taken and a secure pension income for life was 
put in place.

Drawdown changed all that. Now the retiring member 
has the agonising choice between accepting a 
prescribed guaranteed pension income for life – or of 
taking a transfer of their combined pension pots into a 
Drawdown arrangement. 

Pension Drawdown is becoming ever more popular 
for those in private sector arrangements. Drawdown 
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initially appears almost irresistibly attractive. For 
the ordinary pension saver to be presented with the 
opportunity to take over and control what often seems 
to be a great deal of money carries huge appeal – not 
just for allowing the fund to remain invested whilst also 
paying a pension but for enabling that pension to be 
taken, in whatever amounts whenever it’s needed.

Drawdown popularity has also been aided by the huge 
reductions in annuity returns which a decade of near-
zero interest rates has brought about. Ten years ago, a 
pension annuity would deliver a 65-year-old with a level 
annual lifetime pension of more than 8% p.a. of the 
purchase price. Today’s 65-year-old would find that an 
identically structured lifetime pension would produce 
a yearly income equivalent to only 5.5% p.a. of that 
same annuity purchase price. With annuity rates at 
these depressed levels it isn’t hard to understand the 
appeal of alternative pension options.

Sustainability
When George Osborne’s 2015 ‘Pension Freedoms’ 
introduced Drawdown for all, the joy of his new freedoms 
was immediate and almost incredulous. Now this 
euphoria is becoming moderated by experience and 
growing concern.  The worry is that some who have 
control of their pension account may not necessarily 
understand or accept the consequences of such fund 
ownership - and whilst they are fully able to uplift their 
entire fund over any timescale they wish (irrespective 
of the income tax consequences), wiping out your 
pension pot in the early days of your retirement isn’t 
a good idea!

We now know that around 30% of those who take their 
pensions into Drawdown, pursue this action without 
any form of advice. We also know that a high proportion 
of these ‘non-advised’ drawdown funds are simply 
held in cash. This may suit those with particular short-
term objectives – but for many, the long-term absence 

of investment return seems highly likely to result in loss 
of future retirement income. In these circumstances, 
taking the Drawdown option can sometimes be a very 
bad move indeed!

The FCA has been investigating the ways in which the 
Drawdown within Pension Freedoms has been utilised. 
Their Consultation Paper published in January, 
concluded on 5th April. It seems likely that the FCA will 
in future, require Drawdown providers to provide better 
consumer protection than is currently available. This 
seems to us to be both timely and desirable – for whilst 
all freedoms are to be fought for and celebrated, the 
freedom to inflict financial self-harm is surely the point 
where regulation should sound the alarm.

Annuity Rates
A decade of near-zero interest rates and ultra-
low Gilt yields have severely cut away at the terms 
available under ordinary pension annuities. But 
low risk investment returns are not the sole culprit – 
other factors have been at work too; lengthening 
life expectancy amongst older lives, the success 
of underwritten ‘impaired life’ annuities, the costly 
historical mistakes of insurers contractual Guaranteed 
Annuity Rates (‘GAR’s’) and industry amalgamation 
taking away open market competition.

Is there a way back? Yes, but on current trends, not in 
our lifetimes!

Geoffrey Stait  
March 2019
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