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Exec summary
The number of people saving into a pension is at
a record high but the amount they are saving on
average is at a record low1.
This report surveyed2 2,010 employed people
aged 22-65 in the UK and found there is a distinct
gap between people’s hopes for retirement and
the reality they may be facing.
Only a third of people (32%) are prioritising
saving for their retirement, despite many saying
they hope to travel, help their children and
grandchildren financially and even set up a
business when they finish work.

To close this retirement reality gap, action is
needed. Aviva has created three ‘rules of thumb’
to help people boost their pension saving –
The 40 Year Rule, The 12.5% Rule and The 10
Times Rule. Following these rules, which are
detailed later in this report, will give savers a
greater chance of achieving a more financially
comfortable retirement.
1

www.gov.uk/government/statistics/workplace-pensionparticipation-and-saving-trends-2007-to-2017

2

Survey of 2,010 UK employed adults, aged 22-65, surveyed by
Censuswide on behalf of Aviva in February 2018

This report contains public sector information licensed under the Open Government Licence v3.0.
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Foreword
In the last decade, retirement has been given a
vigorous shake up.
We are now living much longer than previous
generations, although growth in life expectancy
is slowing. 100 years ago, a woman’s life
expectancy was 66 and a man’s was 593. A baby
born today can expect to live to around 90 years
old and into the 22nd century.
This of course means many more years in
retirement. Or it did, until 2011 when the default
retirement age was scrapped. It means we are
now free to continue to work for as long as we
are able and willing. However, this means the
luxury of retirement is more than ever linked to
how much we save.
In 2012, auto-enrolment was launched meaning
that all employers must now offer a workplace
pension. So far almost 10 million people have
been auto-enrolled into a pension scheme.
Then, in 2015, pension freedoms were
introduced. Savers now have a much wider
range of options, including taking money out of
their pension pots from age 55. But that means
they have the additional responsibility to make
sure their savings last the rest of their lifetime.

3

While it was hoped that all these changes would
lead to a greater interest in pension saving, as
you will read in this report, less than a third of
working people say saving for retirement is one
of their top financial priorities.
However, there is a contradiction here. Almost
half of people we surveyed said that they would
like to travel when they retire – an expensive
pastime. But more than half admitted, their
retirement will either be a financial struggle or
they would only have enough to get by.
The days of working until you are 60 or 65 and
then receiving a generous final salary pension
from your employer are gone for most people.
Retirement planning is now very much down to
the individual. But as this report reveals, there
is still a wide gap between people’s retirement
dreams and their retirement reality.

Colin Williams
Managing Director
Workplace Savings & Retirement, Aviva

www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/articles/whatismylifeexpectancyandhowmightitchange/2017-12-01
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Part 1: The Retirement Dream
If you only take three things away from this chapter:

•

Almost half of people (47%) say they’d like to travel when
they retire

•

1 in 5 working people (21%) said when they stop working they
would like to give financial help to their children or grandchildren

•

1 in 10 people (10%) would like to start their own business
in retirement

When it comes to a retirement dream, the research carried out for
this report found a clear favourite – travelling. Almost half of people
(47%) put it in the top three things they would like to do when they
finish working.

Table 1: Thinking about when you are old enough to retire, what do you think you
would most like to do? (select up to three)
Answer

%

Travel

47%

Take up a new hobby/continue with old ones

29%

Give financial help to children/grandchildren

21%

There isn’t anything I would most like to do

18%

Buy a holiday home

15%

Move abroad

15%

Start your own business

10%

Other

2%

Figures have been rounded to nearest percent

When the research was broken down by UK cities, people in Leeds
showed the greatest desire to see the world. More than half of
people there (56%) selected travelling as one of the top three things
they would like to do in retirement. They may well have the means
to achieve this dream as in our ‘Savers vs Spenders’ report, Leeds
was found to have the highest proportion of people who viewed
themselves as a saver.
People in Norwich (39%) are least likely to want to travel in
retirement followed by Birmingham (42%) and Bristol (42%).
04
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Part 1: The Retirement Dream (continued)
While for many, retirement means no longer working, 1 in 10 (10%)
employees indicated that retirement would be the time to start their
own business.

Table 24: Thinking about when you are old enough to retire, what
do you think you would most like to do? (select up to three)
Answer: Start your own business

But there are some differences depending on where people live.
As Table 2 shows, there is a much stronger desire from working people
in London (19%) to become their own boss in retirement while in
Norwich there is very little interest in running a business in later life.

Rank

City/Town

%

1.

London

19%

2.

Glasgow

11%

3.

Manchester

8%

4.

Leeds

8%

5.

Newcastle

7%

6.

Southampton

6%

7.

Birmingham

6%

8.

Nottingham

6%

9.

Cardiff

6%

10.

Liverpool

6%

11.

Sheffield

5%

12.

Bristol

5%

13.

Edinburgh

4%

14.

Norwich

2%

Figures have been rounded to nearest percent
4

Data excludes cities with lower than 50 respondents
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Part 2: The Retirement Reality
If you only take three things away from this chapter:

•

Almost a quarter (23%) of working people think their retirement is
likely to be a financial struggle

•

Close to a third of people (31%) believe they will only have enough
money to get by

•

Only 1 in 8 (12%) 46-55-year-olds believe they will have enough
money to really enjoy themselves in retirement

In the previous chapter it was clear that travel was a priority for
many people when they think about their retirement. But travel
comes at a cost, so are people financially prepared to achieve their
retirement dreams?
Our research would suggest not.

Table 3: When you think about what your retirement will be like
financially, which of the following do you think is most likely?
(tick one)
Answer

Total

Age
22-30

Age
31-45

Age
46-55

Age
56-65

I will have enough
to get by

31%

28%

29%

36%

32%

Retirement will likely be
a financial struggle

23%

20%

24%

24%

24%

I won’t have enough to
do everything I would
like, but I will have
enough to live well

18%

18%

18%

17%

22%

I will have enough
money to really enjoy
myself

17%

24%

19%

12%

13%

I don’t know, I’ve never
thought about this

11%

11%

10%

11%

10%

Figures have been rounded to nearest percent
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Part 2: The Retirement Reality (continued)
As Table 3 indicates, almost a quarter (23%) of employed people
believe their retirement is likely to be a financial struggle and nearly a
third (31%) say they will only have enough to get by.
But just over a third (35%) are more confident of their retirement,
believing they will have enough to live well or really enjoy themselves.
Age appears to play a part when it comes to being pessimistic about
retirement. Almost a quarter (24%) of younger workers believe they are
going to have enough money to really enjoy themselves. But that figure
halves (12%) by the time people reach 46-55.
Younger people of course have more years ahead of them to save so
their confidence is not without grounding. But if many of those younger
people are saving at the auto-enrolment minimum contribution level
- currently 5% of earnings, moving up to 8% in 2019 – they may still
want to think about saving more to provide an adequate income in
retirement. Aviva believes that minimum auto-enrolment contributions
should rise to 12.5% of earnings by 2028.
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Part 3: Why is there a gap between the dream and the reality?
If you only take three things away from this chapter:

•

Less than a third of employees (32%) say saving for
retirement is among their top financial priorities

•

More than 8 in 10 workers (83%) say they have limited
or no understanding of how different pension
schemes work

Table 4: What are your top financial priorities? (tick up to three)
Response

Total

Saving for retirement

32%

19%

26%

41%

54%

Saving for a ‘rainy day’

27%

23%

25%

34%

26%

Supporting my children

27%

18%

31%

26%

15%

Saving for a holiday

26%

27%

25%

24%

33%

Funding life day-to-day

25%

22%

24%

26%

31%

Paying off debt
(excluding student loans)

21%

22%

23%

20%

16%

Our research has found a clear indication as to why some
people are unlikely to achieve their retirement dreams.
Less than a third of people (32%) say saving for retirement
is among their top financial priorities.

Buying a home

18%

29%

21%

11%

7%

Buying a new car

11%

15%

11%

8%

9%

Supporting my parents

6%

9%

8%

2%

0%

In fact, people aged 22-30 are more likely to prioritise
saving for a holiday than saving for retirement.

Saving for a wedding

6%

11%

7%

2%

1%

Paying off your
student loan

4%

9%

4%

1%

1%

Other

2%

1%

2%

3%

2%

I don’t have any
financial priorities

7%

7%

5%

10%

11%

•

1 in 6 people (17%) say a fear of appearing boring
prevents them from discussing pensions with friends
and family

So far in this report we have established that there is a
disconnect between what people want from retirement
and what they think it will really be like.

Age 22-30 Age 31-45 Age 46-55 Age 56-65

Figures have been rounded to nearest percent
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Part 3: Why is there a gap between the dream and the reality? (continued)
The research shows a trend for retirement saving to become a bigger
priority as people get older. It is natural to concentrate on the here and
now, but putting pension saving off until later means it either costs
people more, or they have to scale down their plans for when they stop
working. Someone starting to save at a younger age has more years
over which their pension pot can grow. A 22-year-old can afford to put
away a smaller proportion of their salary than someone who begins
saving at age 40.
It is understandable why pension saving is not a bigger priority for
more people. As Table 4 shows, there are a number of different financial
pressures that people are facing. It can be hard to prioritise something
that is 10, 20, 30 or even 40 years away.
A knowledge gap could be holding people back as well. 83% of those
surveyed said they have limited or no knowledge of different types of
pension schemes and more than a third (36%) said better education
about how pensions work would make them more engaged. To help
address this, Aviva has launched a mid-life MOT for its employees to
support their wellbeing and their career and financial planning.
One other way to help close the gap between retirement dreams and
reality could be to simply talk about pensions more. The British have
a reputation for being reserved when it comes to discussing finances
when maybe a more open approach could help.
Our research found that 29% of people have never had a conversation
with their friends or family about pensions. The same proportion of
people (29%) said that they only discuss it a couple of times a year.
So why is that?

Table 5: What prevents you from discussing pensions more regularly with
friends or family? (tick all that apply)
Answer

%

I lack sufficient knowledge

25%

I have little to say on the topic

24%

I don’t want to appear boring

17%

It isn’t a topic of relevance for me or
friends/family

16%

I find it a stressful topic

14%

Other

2%

Nothing prevents me from discussing
pensions more regularly

28%

Figures have been rounded to nearest percent

While more than a quarter (28%) of people say nothing is stopping them from
discussing pensions, a similar proportion (25%) believe they just do not know
enough about the subject.
1 in 6 people (17%) said they do not discuss pensions for fear of
appearing boring.
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Part 4: Closing the gap
It is clear a gap exists between people’s retirement dreams and their
retirement reality. But there are ways to close that gap.
For many people, just understanding how much they have saved is a positive
first step. Our Savers vs Spenders report (Nov 2018) found almost a third of
people do not know how much they have saved in their pension pots.
While auto-enrolment has been extremely successful at introducing millions
of people to pension saving, it is widely acknowledged that savings rates are
too low.
Even when minimum contribution rates rise to 8% of earnings in 2019, this
is unlikely to provide most people with the adequate savings needed for a
comfortable retirement.
Therefore, Aviva has developed three ‘rules of thumb’5 to help people
prepare financially for retirement:

•

The 40 Year Rule: aim to begin saving at least 40 years before your target
retirement date

•

The 12.5% Rule: aim to save at least 12.5% of your monthly salary
towards your retirement. This includes contributions from your employer
and the government

•

The 10 Times Rule: Aim to have saved at least 10 times your annual salary
by the time you reach retirement age

5

Aviva’s Auto-Enrolment Pre-Review, November 2016
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Conclusion
This report shows that people have some clear
ambitions for their retirement. But it also shows
that many are not doing what is sufficient to
achieve their dreams.
It is frustrating to see that people do not want
to discuss pensions for fear of being boring. It
may be that pensions are associated with being
older, or that in the ‘final salary’ world, people
didn’t need to pay much attention to them.
But how can they be boring now? For many
people their pension pot will be their most
valuable asset – even more valuable than their
home. I’m not sure people have fully grasped
that the money they are saving is actually
their own.
Saving into a pension should be aspirational.
We are putting aside money for a better life in
the future. Retirement should be something we
all look forward to. But we should be aiming to
thrive, not just survive. To do that, the planning
starts now.

Colin Williams
Managing Director
Workplace Savings &
Retirement, Aviva
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