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“In the initial aftermath of COVID-19, restrictions on face-
to face-advice and market turbulence led to a significant

decline in sales of both annuities and drawdown options.
Although pension funds have largely recovered, continuing

uncertainty is expected to harm the market for the
duration of 2020.”

– Douglas Kitchen, Financial Services Analyst

This report looks at the following areas:

• The impact of COVID-19 on the retirement income market and the outlook for the market.
• Ownership of pensions and interest in different decumulation options at retirement.
• Assessment of the knowledge and confidence in understanding retirement income

options.
• Consideration of the factors people think about when accessing pensions in retirement.

Just 50% of those who say they are confident making decisions about their pension correctly identified
that a flexible drawdown product does not provide a guaranteed income for the duration of retirement.
This suggests that a worrying number are making or preparing to make ill-informed decisions and
require significantly more guidance at an earlier stage of the retirement planning process.

COVID-19 initially had a negative impact upon both the annuity and drawdown markets. Stock market
turbulence and ongoing economic uncertainty resulted in some people taking a more cautious approach
and holding off retirement income plans until more stability has returned.

55-64s are at particular risk in this crisis. At a time when this age group should be looking to bolster
their retirement savings, growing numbers are facing a loss of income or redundancy, which could
dramatically alter the outlook of their retirement. Some in this group will be forced to dip into pension
savings earlier than expected, which could undermine their long-term plans and retirement funding
options.

Annuity sales have declined significantly in recent years following the pension freedom reforms.
However, the COVID-19 outbreak has highlighted the benefit of having access to a guaranteed income
in retirement. Even if people remain reticent about using their entire pension fund to buy an annuity,
there is a growing opportunity to position annuities as part of a blended approach to retirement income
alongside more flexible drawdown options.
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Legal & General

Just Group

Scottish Widows
Figure 35: New annuity business, by the largest providers, 2019

Pension firms will be forced to innovate in the drawdown market

Blended products start to gain traction

Providers launch investment pathway solutions

New developments improve access to annuities

Just Group plans to launch a new online advice service

Confidence when making decisions about pensions appears to be misplaced

Understanding of options in retirement is extremely limited

Only the minority prioritise having access to retirement advice

Significant interest in the best of both worlds

Close to 40% of 55-64s are worse off than a year ago…
Figure 36: Trends in current financial situation compared to a year ago, by age, October 2020

…while one in five 55-64s are really worried (or worse)
Figure 37: Trends in consumer sentiment for the coming year, by age, October 2020

Over-55s are not disproportionately concerned about the virus

One-in-five own more than one pension pot
Figure 38: Ownership of single and multiple pension pots, July 2020

Confusion over the type of pension owned
Figure 39: Type of pension owned, by number of pension pots, July 2020

46% of over-55s have accessed their pension pot
Figure 40: Proportion of DC pension holders aged 55+ who have accessed a pension pot, July 2020

State pension age is the most common retirement goal
Figure 41: When DC pension holders expect to access their pension (under-65s only), July 2020

Over 40% have little confidence making decisions about their pension
Figure 42: Level of confidence about making decisions about pension savings, July 2020

70% of over-55s are confident making decisions
Figure 43: Level of confidence about making decisions about pension savings, by age, July 2020
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Interest in annuities remains higher than drawdown

Partial cash withdrawals are the most popular option
Figure 44: Decumulation options likely to consider, July 2020

Cash withdrawals and annuities are much less of a factor among over-55s
Figure 45: Decumulation options likely to consider, by age, July 2020

Building confidence will improve drawdown sales
Figure 46: Decumulation options likely to consider, by confidence making decisions about pension savings, July 2020

Clear gaps in understanding and knowledge
Figure 47: Pension knowledge, July 2020

Pension confidence can be unfounded
Figure 48: Proportion of people selecting the correct response to statements about pensions and retirement, by confidence when
making pension decisions, July 2020

A secure income is by far the most important factor

Only 15% regard access to professional advice as important
Figure 49: Important factors when considering retirement income, July 2020

Under-65s are most concerned about market volatility

Over half would be interested in a blended product
Figure 50: Attitudes towards pensions and retirement, July 2020

55-64s require access to advice more than ever before
Figure 51: Attitudes towards pensions and retirement, by age, July 2020
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