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The ‘DC dependent’ generation
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Ready to engage?
There are three categories of pension scheme members:
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How important are the following features?
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...but other things are important too
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Behavioural biases and drivers

Perception of annuities as poor value
Present bias
Loss aversion
Difficulties in probabilistic thinking
Mental accounting

Harness or overcome?
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NEST blueprint core strategy - what a saver sees
Regular secure income with ad hoc access to cash
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Building blocks and three phase strategy

Flexible income account

Cash account

Monthly payments Buy later life
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Flexibility Securing the  Security for life
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Blueprint strategy - flexible income pot allocation

Income drawdown fund

Each year around
1510 2 per centis
transfered to later
life protected income 10 per cent is allocated
building block until from a members pot
age74 1 to cash lump sum fund

Excess investment
growth allocated to
cash lump sum fund

Target fund
value

Any money left is
added to the member’s
"« | cash lump sum fund
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Blueprint strategy - securing a later life income

Later-life protected income fund

—This money buys a
deferred annuity —Member receives
—Around 1.5 to 2 per secure income for
cent from the income the rest of their life
drawdown fund is added
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Blueprint strategy - providing ad hoc cash access

Cash lump sum fund
Excess investment — Growth from Left over money from
growth from income income drawdown income drawdown
drawdown fund added fund added fund added
10 per cent is Member takes
added from money out for
£
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Annex
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Likely excess cash

Distribution of Pot Remaining after 20 years (in real terms) - £4,000 real annual
income
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Fixed investment horizon simplifies risk management

Probability of running out of money within 20 Years
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Investing through retirement - sequencing risk
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