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Short Changed: are pensioners getting a good deal?



JUST RETIREMENT

4.5 years old 

No 5 UK Annuity 
provider 

No 1 Enhanced 
Annuity provider 

No 1 Equity 
Release drawdown 
provider 

Top Treating 
Customer Fairly 
score from CI  



“A LOT HAS BEEN DONE, BUT THERE IS A LOT MORE TO DO ”

We welcome 

– HMT/DWP leadership is the PBR 08 – setting up the Open 
Market Option (OMO) working group 

– ABI – bringing together the industry to look at improving 
wake up letters and timely transfer of funds

– FSA – taking a strong stance on TCF – issuing “Dear CEO 
letters”

– IFAs – commitment to the Campaign for Better Annuities

But the fact is that there is lot more to do   
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FACT: CONSUMERS LOSE BY NOT ACCESSING THE OMO

Lowest
OMO Rate

£2,286 pa

65 year old male retiree, annuity fund £40,000

Best 
Standard

Rate

+25% on lowest 
OMO rate

Attainable by all

Enhanced
Rate

Attainable
by up to 40% 

of retirees

+37% to +77% pa

depending on
individual

circumstances

There are many other 
‘unpublished’ annuity rates
which are lower than this –
often offered by closed 
funds and other small to
medium sized firms 

additional income
of £11,320

over 20 years

additional income
of between c£18,000 

and c£26,000 
over 20 years

Generally 
only accessible

via OMO

In 2008 more than 283,000 
annuity contracts did not

access the OMO**

* Rates sourced from The Exchange 08/05/09       **Source : ABI
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FACT : THE MAJORITY MISS OUT   
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Source: ABI



FACT: MAIN LOSERS ARE SMALLER FUNDS, UNHEALTHY AND 
LESS WEALTHY

96% below £100,000

Fund Size

N
um

be
r 

of
 C

on
tr

ac
ts

Smaller pension funds do
not access the OMO

2008 average OMO premium 
was £34k against £21k for non-OMO

Prevalence of small funds is 
used to justify low take up of OMO



WHAT WE CAN DO ? 

Education – start raising awareness earlier – research shows 
lack of understanding of annuities – but highly valued! 

Help with shopping around – more and improved 
comparisons, need for better printed media, supportive 
advisers 

Improve communications – we welcome work to date, but our 
research has shown short, concise communications DO work 
to raise awareness.  For some, an increase of £5pm was 
enough for them to start shopping around. They just didn’t 
know they could get more! For life.   
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