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the same Budget speech, could 
have provided a stimulus for 
other market developments, but 
they will have sold out by the 
time the freedoms kick in, and 
they don’t pay a regular income. 
This lack of joined-up thinking 
has sadly characterised the way 
the changes are being pushed 
through.

There is one simple reason why 
the industry has so far failed to 
deliver the innovation we were 
all promised: there has not been 
enough time. Considering how 
signifi cant these reforms are, the 
speed at which they are being 
brought in is terrifying.

The industry as a whole has 
had little or no time to prepare. 
Every provider has been 
confronted with a choice of not 
being ready or throwing together 
a hasty proposal which has not 
been properly thought through. 
Companies were afforded no 
time to get their collective heads 
around the announcement; they 
were only given months before 
they would be expected to unveil 
some product in response and 
already the clock was ticking.

But even the minimal 
preparation that providers 
have been allowed seems more 
extensive than the work George 
Osborne put into the idea before 
unleashing his plans. The fact 
so many of the details have had 
to be worked out since, coupled 
with the apparent lack of 
warning for affected companies 
and even the regulator, make it 
seem as if the chancellor came 
up with the idea in the car on the 
way to the Commons.

To present a fi nalised outline 
of the changes with barely a 

T
here has never been a 
more exciting time to 
be in pensions. 

Admittedly that may 
be an accolade along 

the lines of ‘world’s tallest dwarf’, 
but the changes that will come 
into effect in April represent 
a fundamental change in how 
retirement funding will work 
and, consequently, how advisers 
can plan for it.

The new rules have been 
universally welcomed. Their 
announcement in last March’s 
Budget sent everyone bar 
annuity providers (and their 
shareholders) into a frenzy of joy 
unconfi ned. This euphoria has 
sustained, as we all anticipate a 
world populated by pensioners 
skipping through an all-singing, 
all-dancing Retirement 2.0, while 
advisers help them live every 
aspect of a well-funded life to the 
full.

Such was the outpouring of 
glee; it feels like only yesterday 
the reforms were announced.

And therein lies the problem. 
In real terms, it really was only 
yesterday. As I write this, we are 
53 working days away from the 
new rules kicking in. And as yet, 
we are still waiting for the raft of 
new products that were going to 
arrive to exploit the new-found 
freedoms. Instead all we have 
are a few repackaged investment 
vehicles to complement the 
existing options like drawdown 
and annuities.

Pensioner bonds, unveiled in 

year’s warning before their 
implementation would be too 
short notice. But even worse 
was that Mr Osborne’s vision 
was anything but fi nalised – the 
drip feed of clarifi cations and 
amendments is still ongoing. 

Details of the much debated 
guidance guarantee have only 
just been sorted. Having initially 
outlined plans for providers and 
the government to foot a £20m 
bill, once the sums had been 
done, the cost was recalculated 
at £35m, with advisers expected 
to pick up a £4.2m share of the 
tab through another levy. 

Each announcement comes 
ever closer to the new rules’ 
arrival and leaves less time to 
factor it into whatever solutions 
are being built. Further, each 
shift of the goalposts lurching 
us towards the new regime only 
serves to alienate and antagonise 
a different part of the industry.

So, the most signifi cant 
development in UK pensions 
policy in a century, since the 
introduction of the state pension, 
was seemingly founded on a 
whim supported by little more 

than back-of-a-fag-packet 
calculations.

Obviously I exaggerate, but 
your profession deserves a bit 
more clarity. Personal fi nance is 
one of the biggest industries in 
the UK, a key contributor to the 
economy, employing over 2m 
people and serving a lot more. 
But the chancellor is happy to 
force it to bend to his needs to 
score a political point. I have no 
doubt that the chief motivation 
for the hurried timeframe is to 
ensure changes came in before 
the general election, as a sop to 
the demographic most likely to 
vote.

Financial services is not often a 
fast-moving industry. Nor should 
it have to be. 

Today’s is a culture of instant 
gratifi cation, where you can 
order a pizza delivery at 3.55am 
and be eating it at 4; where 
your mobile phone has grown 
antiquated by the time you are 
home from the shop; where you 
can not only stream pretty much 
any fi lm ever made in seconds, 
but are also able to miss the 
entire thing while looking up 
– instantly – which other fi lms 
you recognise all those vaguely 
familiar looking actors from.

Everything is on hand in a 
heartbeat. And that is brilliant. 
But it is easy to forget that 
there is often also a case for 
taking things slowly and maybe 
focusing on doing things 
properly rather than quickly, 
even if it means missing the 
deadline for a few votes. 

We have fi nally seen the launch 
of the 65+ Guaranteed Growth 
Bonds, but is it worth fi ghting 
through crashing websites or 
being placed on hold for hours 
on end to get your hand on 
them?

With an initial look, the rates 
of 2.8 per cent and 4 per cent pa 
for the one and three-year bonds 
do look attractive, but every saver 
should be aware of the limitations 
and how these issues may apply to 
them specifi cally.

Interest is not paid until 
maturity. As the product is aimed 
specifi cally at over-65s who are 
likely to be retired, why is there 
no fl exibility to draw the interest 
monthly or at least annually to 
boost retirement income?

Also, non-taxpayers are not 
allowed to submit an R85 form so 
their interest is paid net of basic-
rate tax. Many savers will have 
no experience of completing tax 
returns or have any idea that they 
can reclaim this tax deducted at 
source.

This could cost them up to 0.56 
and 0.8 percentage points pa off 
the headline rates if they do not 
reclaim their tax.

Finally, higher and additional-
rate taxpayers will need to declare 
interest annually and pay the 
appropriate tax even though they 
have not physically received the 
interest.

So, a higher or additional rate 
tax payer could get more from 
Virgin one-year or three-year Fixed 
Rate ISA which pays 1.7 per cent 
and 2.5 per cent pa respectively. 
They would also not need to fi nd 
money from other sources to 
pay an ongoing tax bill from the 
Pensioner Bond.
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Pensioner bonds’ attraction is 
simple and twofold. First the rates 
are comprehensively market-
beating with the best alternative 
one-year fi xed rate at 1.85 per cent 
and three-year at 2.5 per cent. The 
bonds are head and shoulders 
above the rest. 

With the latest infl ation fi gures at 
an all-time low with little prospect 
of any immediate change, the rates 
look even better. Offerings on the 
High Street are unlikely to improve 
in the near future. 

Second, the bonds are 
government-backed. 

 So, the products have market-
beating rates and are as safe as can 
be – it is quite a combination.

 For those who are able to tie 
up funds for both the one- and 
three-year terms, a couple will be 
able to tuck away £40,000. We will 
certainly be recommending that 
serious consideration is given to 
this option. 

Clients who are more mature 
and who do not have earned 
income to replace the losses 
potentially incurred by investing 
in fl uctuating assets, do often have 
a lower attitude to risk and little 
capacity for loss. 

 This is a carefully targeted 
measure by George Osborne in 
the run-up to a general election 
and will be keenly welcomed by 
the over 65s. But whether it is 
electioneering or not, these bonds 
are a ‘no-brainer’ for investors who 
suit a fi xed term. The proof of the 
pudding is in the eating and the 
stampede to sign up for the bonds 
online and by telephone simply 
reinforces what we all know: this is 
a breath of fresh air for pensioners 
who have suffered appalling 
deposit rates in recent years.


