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Engage or nudge?

Driving good outcomes in an auto-

enrolment world
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Auto enrolment in the UK

Up to 824,500

schemes
Up to 445,100
schemes
Up to 117,900
schemes
2015716 2016717 2017/18

Graph starts at 2015/16

Source: Automatic enrolment- Commentary and analysis: April 2015 - March 2016
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How’s It going so far?

Up to NEST has over And around

5.5m 3.5m £1bn

people saving members

<8% %

opt-out rate think it’s a good idea

Sources: NEST in numbers and NEST insight 2015. . ‘




Opt-out breakdown
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..but Inertia cuts both ways

cl3% <1% make <1% make
registered active fund additional
online choice contributions

ool




The DC generation is the new ‘normal’

Millions of individuals

1.8
16 60 per centmedianincome (£215pw)

' Average income of a NEST member

, . \ - c£330 per week
14 Median income (£359pw)
UK median - £359pw
12 1 Mean income (E443pw)
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Average income of people saving
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Equivalised householdincome {in £10 per week bands)

Source:Households Below Average Income, Department for Work and Pensions
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The behavioural approach




Myth and reality

Ideal journey
Join in mid-20s ‘
Participation
Consistent contributions )
that increase over time
Contributions
Actively engaged ;:m
Engagement
Start planning their | 3 I
retirement before
consolidation pm—

Consolidation
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Actual journey

Most never save

Broken records and most
not saving enough

Don't think about it

Think about retirement
planning but don't act




Applying behavioural insights

Make pensions accessible and
well-incentivised

Educate and engage to drive
participation

Make members decide what
suits them best

The more options the better

Contribution rates based on
retirement plans

Maximise growth for younger
members
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Myopia and status quo bias

Engagement and education do
not drive behaviour

Bounded rationality
The paradox of choice
Procrastination

Loss aversion

Automatic enrolment

Participation drives
engagement

Design defaults that work
for members

Limited choices that meet
members’ needs

Phased contributions

Minimise volatility for

younger members
o © d



NEST phrasebook

> Review of existing literature

> ldentifying jargon and
difficult ideas

> Input from industry groups

> Testing with employers
and workers

Terms that
caxsepised
cudithieutp
fuither
definition

Texamstleat
nieed ain
cahtenndativen

Téerms tpat

ga%nlthn




Simplifying choices

Strong defaults

Single year target date funds

Curated options

NEST Sharia
Fund

NEST Higher NEST Ethical NEST Lower
Risk Fund Fund Growth Fund
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NEST Pre-
retirement Fund




Opt out - the ‘checkout walk’

Switch on your NEST
account

Sow howr much money i bl
paid info your retiremont pol.

Mot sure MEST is for
you?

Wouw can chooe bo opt out of
MEST B 1% Less than one
Fnanth Sk you were
enrolied,

g .

Binary choice

}

14% dropout
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Employer: Employer & @ e

Not sure you can afford it?

Vou might 4 17y can atoed

Winy st ghve it m go and get intn the savings habit? The sarlier you start, the better your
‘chance of a bigger retinement income. You can alva take a break from makiog.
Contritations later If you want,

1 your'e Bappy 10 besep saving for how 105 8 good kes 16 st o1 your online sccount,
“This helps o ksep you Up-10-6ate with what's going nto your retirement pot.

Vou can do this rw by clicking on Activate account.

ok viant £, ot cut of NEST with this employer, elick on Opt aut.

iz s |

ER

it

[a

I¥ o ¥ie 8¢

Procrastination

}

14% dropout

Employer: Employer A 0

Are you happy to lose out on money from your employer?

I o0 59 it eyl Kase cut o manay f1om your Smployer. .
- i
o £ eter salry, emplayer has .
agreed Lo pey, you could lase oul 6n a5 Kh as.,
£ o] 1
ot flst yeae € you opt ot B
re
Over the next few years as mirimuam contributions increase, you cold g2t ot leost... o
i
Elxoa] per jear, b
1 youre happy b beep saving and get extra money from your employer click on Astivate .
aceount. sl
i
I o0 WAt 10 O st f NEST with this empioyer, click on Opt sut. o

e
-

Loss aversion

}

1% dropout




Normalisation

Do you think automatic enrolment Are you likely to stay enrolled

IS a good idea? next time around?

61% 45% 41% 19%
agreeing in 2013 say yes in 2013
in 2014 in 2014

compared to compared to

Source: NEST consumer tracker 2013-2014 (former opters-out)
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Life events - logging In

58% - prompted first login

Starting a new job

Seeing a discussion about pensions / retirement...
Seeing someone struggle to make ends meet during...
Seeing an article in a newspaper/websiteabout..

Being made redundant / losing your job

A member of the family / close friend dying

Buying a new home

Getting married

Leaving your parent's home

Birth of a son/daughter

Having a serious illness and/or spending some time in
Getting divorced

One or more of your children leaving home

Expecting a baby
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Prompted first login Experienced but had no impact

2%
S 13%
12%
1%

B 9% 14%
A% 18%
B 10% @ 13%
BA 7% 10%
Bl 6% 9%

Bl 3% 6%

5% 6%

W% 3%
186 5%
2% 2%

23%

22%

6%

49%




Life events - saving more

75% - prompted additional o _ :
. . Prompted contribution Experienced but no impact
contribution

Starting a new job 49%
Seeing someone struggle to make ends meet during... | IEGTESEEE

Seeing a discussion about pensions / retirement planning on... | GGSEN

Seeing an article in a newspaper/website about... || NN
12%
22%
Buying a new home 14%
Birth of a son/daughter + Expecting a baby 8%
One or more of your children leaving home 6%
Getting married 8%
Having a serious illness and/or spending some time in.. IS 7%
Leaving your parent's home 7%
Getting divorced OF 2%

Being made redundant / losing your job
A member of the family / close friend dying
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Are things different at retirement?

—

Age Pot size

Proximity to Financial
retirement confidence

\ B

certainty




What people say they want at retirement

2
2
2
3 2
1
DAV UGNt onsanlll > | 0 | B8 | 5 | 2
on to others on death

® Not important = Not very important = Neutral = |mportant = Essential

n=79



Why don’t people choose a guaranteed income?

in longevity

90 95

=




Key themes for NEST Insight

> Engagement

> Education and guidance

> Financial resilience and liquidity
> Longitudinal panel

> A/B testing




Thank you




