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Worried your pension savings may be wasted if you die too soon?
Here’s how to guarantee annuity payback

e Ensure an annuity pays out more than it cost to buy for less than the weekly cost of
a coffee

Recent rises in annuity rates are encouraging more retirees to consider buying an annuity to provide
secure income for as long as they live, but some are worried their money may be wasted if they die
too soon.

This doesn’t have to be a concern - a ‘guaranteed period’ protects the income stream for a selected
term of between 1 and 30 years and can ensure the initial cost and more is paid out. That way, the
income keeps flowing if you live to a ripe old age but, if not, it will be paid out to loved ones until the
end of the term.

Annuities are the only way to turn a pension pot into a secure, regular retirement income that is
paid to you for as long as you live, said Stephen Lowe, group communications director at retirement
specialist Just Group.

“Most people can look forward to a long retirement but will naturally worry that if they get hit by
the proverbial bus and die tomorrow, those years of pension saving will be lost. In reality, it is easy
to ensure that whatever happens to you, more income is paid than it cost to buy.”

He said that ‘guaranteed periods’ are an option on all annuities and at current rates a 15-year
guarantee will ensure that the value of the initial pension pot will be more than covered by the
income it pays out even if the annuitant is unlucky and dies soon after purchase.

Buying a guarantee will reduce the annual income paid, but the reduction can be quite modest as
the indicative rates in the table below shows.

A healthy 65-year-old using a £50,000 pension fund to buy a level annuity with a 15-year
guaranteed period will receive £3,537 income each year for as long as they live - £118 a year less
than if they had not guaranteed period. That’s less than the cost of a weekly high street coffee.

The guaranteed period means that, even if they themselves don’t survive 15 years, the income will
continue to be paid until the end of the term. That’s a minimum return of £53,055 - more than the
annuity cost to buy.

£50,000 pot Age 65 Age 70
Guarantee term | Annualincome Guaranteed Annual income Guaranteed
for life minimum return | for life minimum return
No guarantee £3,655 0 £4,140 0
5 years £3,642 £18,210 £4,110 £20,550
15 years £3,537 £53,055 £3,871 £58,065
25 years £3,326 £83,150 £3,461 £86,525
30 years £3,186 £95,580 £3,259 £97,770
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Under current tax rules, payments made during guaranteed periods are usually free from
Inheritance Tax and would also be free from Income Tax if the annuitant died before they turned
75.

“We think guaranteed periods are an under rated option, with most people seeming to default to 5-
year guaranteed terms when a longer term might provide more peace of mind,” said Stephen Lowe.

“Guaranteed periods are just one method annuity providers offer to safeguard the money from
premature death, alongside joint-life annuities which provide a lifetime income for both the
annuitant and a beneficiary such as a spouse, or value protection which protects all or part of the
initial pension lump sum used to buy the annuity.

“Annuities have many more options than people might think. Seeking the professional help of an
independent annuity broker or regulated financial adviser can help you make best use of the wide
choice of options available.

“They will look at your unique situation, first to help you to work out how much secure income you
need, then they will help you work through the options in terms of guaranteeing the income or
capital or choosing a level or rising income through the term, then scour the market for the best
deal.

“It is important that they collect details of your health and lifestyle which can make a huge
difference to the amount of income you are offered. Our experience is that two-thirds of annuity
buyers would qualify for more than the ‘standard’ rates often published online or in newspapers.”

Annuity buying tips:

e The government’s money and pensions guidance service - www.moneyhelper.org.uk - has a
useful online tool allowing quick comparisons of annuity rates and options.

e Employ an expert - an annuity broker or regulated adviser will work with you to better
understand your goals, to choose the right options and shop around for the best deal.

e Full disclosure - providing details of your lifestyle and medical history is the only way to get a
personalised annuity rate based on your unique situation.

e Don't settle for less - take the highest offer because small differences in annuity offers can
add up to large amounts over a long retirement.
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Notes to Editors:

About the research

Figures used are quotes generated on 27/10/2022 on the MoneyHelper annuity comparison service,
based on a 65-year-old in good health living in post code 566 9BJ, £50,000 annuity purchase, single life,
level annuity, payable monthly in advance.

About Just
Just (Just Group plc) is a FTSE-listed specialist UK financial services company.

A leader in the individual retirement income, care and defined benefit de-risking markets, Just has been
trusted to manage around £23 billion of customers’ retirement savings and has helped customers
release more than £6 billion from their properties.

Just provides the following wide range of products, advice and professional services to individual
customers, financial intermediaries, corporate clients and pension scheme trustees:
Marketed Products
e De-risking solutions for pension scheme trustees who want to remove the financial uncertainty
of operating defined benefit pension schemes;
e Individually underwritten retirement income products delivering a guaranteed income for life;

e Long term care plans that provide those people moving into residential care with peace of mind
by knowing a regular payment will be made to the care provider for the rest of their life;

¢ Lifetime mortgages for people who want to safely release some of the value from their home.

Professional services

¢ Regulated financial advice and guidance services for individuals wanting help in using their
pension savings and/or releasing some of the value from their home; and

e Arange of business services tailored for our corporate clients, ranging from consultancy and
software development to fully outsourced customer service delivery and marketing services.

The companies within Just Group are authorised and regulated in the United Kingdom by the Financial
Conduct Authority and / or the Prudential Regulation Authority.

Just Group plcis registered in England and Wales with company number
08568957. Its registered office is at Enterprise House, Bancroft Road, Reigate #

' g ' WWW, r lc.co.uk
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