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Don't ignore the pension warning
By Joss Harwood

newsdesk@nne.co.jk

ARNINGIWeare

all familiar with
warnings - from

the ever-present

healthwarnings,

in ever-increasing letter size, on
cigarette packets, to the alarm

ing reminder that takeaway cof

fee is hot. We each decide the rel

evance of warnings to our own

circumstances, and ignoreagood

many, particularly those that we
see time and again.

One regular warning that
many of us are choosing to ig

nore is that we are undoubtedly,

as a population, rushing head

long towards a retirement that
isn't going to be nearly as com

fortable as we expect.

If a recent survey is accurate,

most of you reading this spend

more enhancing your property

per month than on your pension

contributions and almost half of

you believe that your home is

part of your pension fund and

will actually earn more for your
retirement than your pension

scheme.
WhenIaskpeoplehow this will

work or what they mean by this,

I am told thattheyplan to "down

size" and release equity. This

term is used frequently but it

happens very rarely, and there

are good reasons for this. How

many people are truly comfort

able with uprooting themselves
relatively late in life and moving,

perhaps to a far less appealing

The one group that is

embracing the long-

term savings culture

is, surprisingly the

under 35's who

understand that

nobody is going to

make provision for

them

"cheaper" location? Our culture

has been to move up the proper

ty ladder, not down. With each
throw ofthe dice, we are anxious

to move onwards and upwards.

To release a meaningful
amount ofequity, the slide down

the snake will have to be signifi
cant and, if increasing numbers

of people employ this strategy,
who is going to buy all their

homes? Supply could well out

strip demand.
Another finding is that more

than half of you receiving a

windfall of £5,000 wouldn't even

think about adding any ofit to a

pension plan..
Here's something to think

about:

Sixty years ago, people started
work at a younger age and could
not retire until 65. Survival after

retirementwas aboutnineyears,

so retirement represented less

than a quarter of their working

lives.
Now, people start work much

later, and often retire beforethey
are 60. Life expectancy could be

up to 30 years thereafter. This

meansthat some peopleare look

ing at a retirement as long as

their working lives.

On this basis, pension funding

needsto befarhigherthan inthe
past, not lower.'

o why have people given

up on pensions? It's hard

nottothink that it springs

from a few horror stories people
have read or heard, rather than

from their own actual experi

ence.

Mostofthe bronzed and silver-

haired travellers I see aren't dis

appointed with their pensions.

Nor are investors in the average

managedpensionfund, whohave

seentheir investment grow at an

average rate of 9.7 per cent per
year over the past five years.

Those already retired, howev

er, may well be the last golden

oldies receiving their pensions

from company schemes. Compa
ny pension scheme membership

isno longer thenorm, unlessyou
are a public servant.
Sowhenyou're thinkingabout

your retirement, remember that

propertyownership is important,

but there is np guarantee that
capital values will be sustained
in all future economic climates,

oreventhathomeownership will
be as popular as it is today.

Remember, too, that ifyou live
in the property, actually realising
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the value to spend may be diffi

cult, andyouwill still needsome

where to live.

The one group that is embrac

ingthelong-term savings culture

is, surprisingly, the under 35s

who understand that nobody is

going tomakeprovision forthem

Clearly, theworryingstatistics

I see mean that those of us who

issue warnings still have a lot of

work to do to change your mind*

set and get you thinking.

Any strategy that could be la

belled "all your eggs in one bas

ket" is fundamentally unsound,
and well diversified pension

funds remainthe first port ofcall

for retirement planning.

Come back and look - modern

stakeholder plans are cost-effec

tive, flexible and portable.

How big do the warningletters

need to be before you will act?
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