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We asked more than 2,000 adults aged 40+ 
from around the UK some questions to gauge 
their understanding of longevity, the level of 
State support they can expect to receive in 
retirement and attitudes towards accessing 
and spending private pension savings. Here’s 
a snapshot of what we found out.

The overwhelming majority of people fell into 
the low or medium risk categories, with only  
7% classed as ‘at risk’ of making poor 
retirement financial decisions. To fall into 
the high risk category respondents had to 
show poor or no understanding of longevity 
and State Pension provision, combined with 
potentially extravagant spending plans.

Overall risk profiles

Longevity knowledge - how long do you think you will live?

 The longevity estimates are based on ONS life expectancies for how long, on average, people can expect to live using estimates of the population and the 
number of deaths. 
1 ONS Life tables, principal projection, United Kingdom.
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generation x most at risk

Those in the Generation X cohort – born between the mid-Sixties and early Eighties – 
underestimate their longevity by about a decade. Men aged 40-54 expected to live on average 
to age 78.6 whereas government projections1 suggest it is likely to be closer to 87.5. Women of 
the same age expected to live to age 80.5 whereas the projections show it is likely to be closer 
to 90.1. With nearly a million members of Generation X set to arrive at age 55 every year for the 
next decade or so they will face important decisions about when and how to use their pension 
savings. Securing good outcomes will be difficult unless retirees have a realistic idea of how long 
they are likely to live.

https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/lifeexpectancies/datasets/lifetablesprincipalprojectionunitedkingdom
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State Pension knowledge - how much is the current State Pension per month?

Financial behaviour - how will you use your own pension?

27%
Take it as a  
lump sum

38%
Keep it invested

35%
Turn it into an  
income for life

7%28% 5%17% 43%

Not sure

Less than £575 (£6,900 pa)

£575 to £675 (£6,900 - £8,100 pa)

£675 to £725 (£8,100 - £8,900 pa)

More than £725 (£8,900 pa)

Estimation Full State Pension:
£690 (£8,300 pa)

Income and expenditure – a tricky balance

Seven in ten over-40s underestimated the amount of the full State Pension, compared to the 
actual amount of just over £690 a month, or £8,300 a year (2017/2018). Those aged 40-64 
underestimated the amount by £120 a month (£1,500 per year) on average, while nearly one in 
five said they did not know what they expected to receive.

When we asked about expected expenditure in retirement those aged 40-64 on average 
estimated that if they were to retire today their spending would be £870 per month (£10,400 
per year), compared to the latest Joseph Rowntree Minimum Income Standard of £850 a month 
(£10,200 per year) for an adequate retirement.

In an environment where people are expected to take a large amount of responsibility for their 
pension decisions people will need a realistic understanding of both the income they will need 
in retirement and how much they can expect to receive from various pension sources.

Financial Behaviour

When filtered by age, the youngest respondents (those aged 40-44) and those just below age 
55 (the age at which pension freedom options open) were the most likely to be ‘at risk’. This 
is based on their responses to our questions which indicated they were more likely to access 
pension cash early and not use it for income in retirement. When we looked only at the group 
who said they would fully cash in their pension savings at age 55, the number of people ‘at risk’ 
doubled to 14%.
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Our research set out to track how susceptible people 
are to making poor financial decisions in three key 
areas of “retirement readiness”, based on their financial 
knowledge or attitude.

The starting point was to assess people’s understanding 
of three retirement basics.

  How long am I likely to need to need 
pension income?

  How much of what I need will the State  
Pension provide?

  How do I balance the flexibility I want from my 
private pension with the income I will need?

On the positive side, half (50%) could be considered 
‘low risk’. They had a reasonable idea of likely life 
expectancy for their age group, a fairly good grasp of the 
amount of State Pension they might receive, and a clear 
understanding that the purpose of pension cash was to 
help meet their spending needs in retirement.

Less happily, 43% are rated ‘medium risk’ because they 
lacked understanding of some of the key elements. The 
remaining  7% are ‘high risk’ of missing out on good 
retirement outcomes based on their current knowledge  
or attitude.

With the responsibility now on individuals to balance the 
pension flexibility they want with the pension income they 
need, sound knowledge, coupled with some impartial help 
are increasingly important to increase the probability of 
attaining good outcomes.

This index is intended to help track how well over-40s in 
the UK understand the retirement basics  and how many 
might be ‘at risk’ of making poor decisions about how to 
use their pension savings. 

Optimistically, it’s possible these will be the worst set 
of figures we ever see. After the upheaval following the 
introduction of ‘freedom and choice’ we should expect 
things to settle down. As peoples’ awareness develops 
from greater take-up of Pension Wise we should see more 
people making better informed decisions. That’s what we 
want to see so it will be interesting to track progress in  
the future.
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