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How do you 
get people to 

save?



Workplace pension reforms in UK –

What’s changed?

Saving was a 

‘minority sport’

Active choice often 

needed from worker

Behavioural barriers 

to take-up

Saving is the norm

Do nothing = save in a 

pension scheme

Employers have to 

offer a contribution

Before  auto enrolment After auto enrolment
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What do workers think of 
auto enrolment?

• 77 per cent agree it’s a good idea

• Fewer than 10 per cent of workers 

have opted out

• 50 per cent say ‘not wanting to 

lose contributions from their 

employer’ is an important factor

Sources: NEST consumer survey October 2014 and DWP evaluation report 2014
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NEST in numbers

• We have over 3.4 million members

• Our opt-out rate is 7 per cent on average and lower for 
younger members

• There are over 150,000 employers signed up to NEST

• Assets under management over £1 billion 



Supporting saving – opt-out process
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Affordability 

message 

responds to 

procrastination 

bias and myopic 

thinking



Supporting saving – opt-out process 2
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Wording 

targets 

loss 

aversion



How do you 
get people to 

invest 
properly?



NEST 2058 
Retirement 

Fund

NEST 2039
Retirement 

Fund

NEST 2022
Retirement 

Fund

NEST Retirement Date Funds – unique single 

year target date funds



‘…loss in the value of a pension

fund prompted such strong 

negative feelings

that participants thought they 

would take loss avoidance action 

if such a loss were to occur.’

NEST Member Research Brief      

2012



Working with attitudes to volatility and loss
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Reduce risk 

of sharp 

losses in 

member’s 

early years 



NEST Retirement Date Funds – phased risk management 

Consolidation 

phase
(approx 10 years)

De-risking to 

cash or CPI+ 
portfolio

Reduce drawdown 

risk as retirement 

approaches

Growth phase
(approx 30 years)

Target inflation +3 per cent 

(after charges)

Diversified multi asset funds 

to reduce impact of 

investment shocks

Foundation phase
(approx 5 years)

Outperform 

inflation (after 

charges)

Lower risk to 

minimise impact of 

investment shocks
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Addressing the tyranny of choice
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• Savers can’t be locked 

into default

• Savers empowered by 

choice (even if they don’t 

use it)

• But how do you empower 

without overwhelming?



NEST funds – clearly explained diverse options

NEST Pre-

retirement 

Fund

NEST 

Lower 

Growth 

Fund

NEST 

Higher 

Risk Fund

NEST 

Sharia 

Fund

NEST 

Ethical 

Fund
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How do you get 
people into the 
right retirement 

income 
arrangements?



Freedom and choice reforms – what’s changed?

But solutions aimed at 

savers with big pots, 

paying for advice 

Obligation to buy an 

annuity 

Savers object to lack 

of flexibility

But many 

unwilling or unable 

to take advice

Savers welcome 

flexibility

No obligation to buy 

an annuity

Before freedom 

and choice

After freedom and 

choice
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What do DC retirees want in the new framework?

Regular fixed income

Certainty income won’t 
run out 

Protection from 
stockmarket falls Flexibility to change 

Lump sum access

Pass on money



Why don’t people choose annuities?

Limited 

time 

horizon

Regret 

avoidance

Unpredictable 

consumption

Uncertain 

longevity
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What drives choices in retirement?
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Behavioural biases still apply:
 status quo bias
 present bias
 loss aversion
 difficulties in probabilistic 

thinking
 mental accounting 

People want certainty and 
flexibility



Impact of age on financial decision making
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Guiding principles for core pathways

• Sustainable income

• Manage investment risk

• Manage inflation risk

• Spend pots

• Longevity protection

• Offer flexibility



NEST blueprint core strategy - what a saver sees

Regular secure income with ad hoc access to cash



NEST blueprint - three-phase strategy

Income drawdown

Securing the 

future

Sustainable 

income
Security for 

life

Monthly payments

Later life protected income

Buy later life 
income

Cash account

24



questions



disclosure

Although all reasonable steps have been taken to ensure the information in this document is accurate, Sanlam Investment Management (Pty) Ltd does not accept any 

responsibility for any claim, damages, loss or expense, however it arises, out of or in connection with the information in this document. No member of Sanlam gives any 

representation, warranty or undertaking, nor accepts any responsibility or liability as to the accuracy of any of this information. This document is intended for information 

purposes only and the information in it does not constitute financial advice as contemplated in terms of the FAIS Act. Use or rely on this information at your own risk. 

Independent professional financial advice should always be sought before making an investment decision.

The contents of this document remains the property of Sanlam Investment Management (Pty) Ltd and may not be reproduced without the written permission of Sanlam 

Investment Management (Pty) Ltd.

Sanlam Investment Management (Proprietary) Limited is a Licensed Financial Services Provider. Sanlam is a full member of ASISA. Please note that past 

performances are not necessarily an accurate determination of future performances, and that the value of investments / collective investment units / unit trusts may go 

down as well as up. Commission may be paid and, if so, would be included with the brokerage charges, securities transfer tax, auditor’s fees, bank charges, trustee 

fees and levies in the overall costs, which will be levied against the fund. A schedule of fees and charges and maximum commissions is available from the manager, 

Sanlam Collective Investments(RF) Pty Ltd. Collective investment schemes are generally medium- to long-term investments. Collective investments are traded at ruling 

prices and can engage in borrowing and scrip lending. Collective investments are calculated on a net asset value basis, which is the total value of all assets in the 

portfolio including any income accrual and less any permissible deductions from the portfolio. Portfolio performance is calculated on a NAV to NAV basis and does not 

take any initial fees into account. An annualised growth rate is used for all performance data of 12 months or longer. Income is reinvested on the ex-dividend date. Total 

return performances are published. The source of performance data and risk statistics is Morningstar. Actual investment performance will differ based on the initial fees 

applicable, the actual investment date and the date of reinvestment of income. Forward pricing is used.




