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Foreword

Evenin relatively benign economic conditions, those
in employment often struggle to make appropriate
choices when it comes to long-term savings. However,
continuing long-term fundamental challenges which
employers and the industry have failed to address

in a coherent and successful manner have offered

a profound new set of challenges for savers, from
fluctuating economic conditions and stock markets

to low interest rates and, most recently, increased
uncertainty due to the Brexit vote.

Those making savings decisions for the long term
would be forgiven for falling prey to complete stasis
given such circumstances. The findings of the report,
The Savings Psyche of the UK, offer some reassurance
that this is not entirely the case. Savers continue to face
significant challenges due to a combination of inherent
consumer traits and the generally complex nature of the
marketplace for savings products.

At the heart of the findings is something of a paradox.
Respondents seem confident, perhaps overly so, of
their ability to find and process information, to stand up
for themselves, and to see through spin and gimmicks.

However, despite such confidence, even self-reported
levels of long-term savings provision are some way
below the ideal level. Notwithstanding the overall levels
of confidence observed, there appears to be a significant
‘confidence pinch point’, occurring when savers are
faced with the decision-making moment of truth. Here,
pensions paralysis appears to setin. Too much choice
and complexity, significant worries about risk, a general
lack of trust, and a tendency to doubt and agonise

over decisions combine to inhibit decision-making
significantly. In some consumer segments, as many as
90% of people doubt and agonise over their decisions.

Behavioural economists have long known that individuals
will look for any excuse to put off making decisions,
especially when there is no apparent urgency or trigger
point. Likewise, individuals are also likely to stick with the
status quo, even if, in this sample, it means continuing
with inadequate levels of savings. The solutionin

these instances is to nudge people to engage in more
suitable behaviour, using approaches that make the
choice process user-friendly and likely to encourage
behaviours that are largely considered desirable.

In theory, the proposal to introduce a ‘Pensions
Dashboard’ prototype by 2017 offers anideal
opportunity. With the Dashboard designed to showcase
the value of different pension pots in one place,
employers can create an information and choice
architecture that encourages savers to take decisions
that are beneficial to their long-term interests. From
there, they can work with the pensions industry to raise
engagement levels around pensions and promote
positive savings behaviours, with the ultimate aim of
improving the financial well-being of the workforce.

Of course, there will still be many challenges, not least
how to get people to engage with the Dashboard in the
first place and how to ensure that dashboards move
beyond the ‘one size fits all mindset that is clearly
inappropriate for a UK workforce with disparate needs,
values and aspirations. However, after reading The
Savings Psyche of the UK, most would probably agree
thatitisworth atry.

James Devlin,

Professor of Financial Decision Making

Centre for Risk, Banking and Financial Services
Nottingham University Business School

The Savings Psyche of the UK is a new
report, commissioned to investigate

how those in employment in the UK

think about savings, the decisions that
they make (or, in many cases, do not
make), the challenges associated with
employee pension contribution schemes
and what might be done to solve them.

It reveals that the amount of choice around savings
initiatives has led to millions becoming overwhelmed
and therefore making no decisions whatsoever, giving
rise to a ‘decision-making paralysis’. This, in turn, has
caused a serious savings shortfall, based on a disparity
between the amount people should be saving and the
amount they are saving.

This report describes how saving affects different
social groups in vastly different ways, introducing a set
of personas that will enable the conversation about

savings to take a more focused, consumer-centric tone.
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How the people of
Britain save money

Moreover, it reveals that a new way of thinking about
workplace saving is required in order to end the decision-
making paralysis, address the shortfall and ensure that
employers are able to take aresponsible and active role
in the financial well-being of their workforce.

The Savings Psyche of the UK is based on in-depth
new research on a cross-section of the UK workforce.
However, unlike previous reports into savings and
pensions, it takes the investigation further through
detailed analysis, undertaken by the University of
Nottingham, which incorporates insights offered

by behavioural economics and other theoretical
perspectives on consumer behaviour and decision-
making. By doing so, The Savings Psyche of the UK
is able to delve further into issues affecting savings,
closely examining why a choice paradox is causing
adecision-making paralysis, how loss aversion

is negatively affecting savings choices and how
employers can leverage their employees’ trust to
engender a step change in savings mentality. m
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Key findings:

The pensions paradox

A comfortable majority of respondents to The Savings
Psyche of the UK, namely 67%, state that they trust
their own judgement on financial decisions, and 63%
think they know the right questions to ask. Given

such confidence, it is paradoxical that general levels
of saving for retirement remain stubbornly low, with
many making inappropriate choices or no choices
atall. Overconfidence is acommonly observed trait

in behavioural economics and may help explain the
divergence between respondents’ evaluations of their
abilities and the choices that they actually make. The
data contained in the report also shows that confidence
evaporates to a considerable extent at the point of
decision-making, suggesting that a confidence pinch
pointis at play.

Knowledge gaps

Despite many respondents claiming to be confident,
very few have high knowledge levels. More than a third
of all respondents claim to have little or no knowledge
and understanding of savings, or a level that has
significant room for improvement (35%).

67%

state that they trust
their own judgement
on financial decisions

Choice and shopping around

Onaverage, most people plan to look at three financial
products for short-term savings and four for long-term
savings, before making a decision. Given previous
research highlighting the lack of ‘shopping around’in
financial services, such figures represent a healthy level
of aspiration. However, the desire to shop around should
not be confused with a preference for a vast amount of
choice. Too much choice and complexity tend to lead to
decision-making paralysis, with more than a third (35%) of
respondents of the opinion that there is too much choice
when it comes to retirement savings and cash ISAs.

The available choice being too complex and confusing is
also one of the most frequently cited barriers to making
financial decisions. Given the tendency of people to
procrastinate and to take the path of least resistance,
doing nothing in the face of an intimidating number of
options is easily understood. Simplified and guided
choice, what behavioural economists would call an
effective ‘choice architecture’ clearly has animportant
role to play in countering decision-making paralysis.

The power in our hands

Almost two-thirds (65%) of respondents to The Savings
Psyche of the UK stated that they want a level of
flexibility in their pension options. In general, younger
people see greater benefits in having the flexibility to
use pension contributions for matters other than purely
funding retirement. Conversely, almost 25% prefer no
flexibility, clearly attaching value to a more prescriptive
approach. Seeing this in context with the quoted
statistics around choice and education, a path begins
to emerge, with a clear win available for companies that
are able to provide the information people crave, the
options they want and the guidance that leads them to
the right decision.

The Savings Psyche of the UK 7

Blazing the trail

The research shows that 74% of employees think that
the Lifetime ISA (LISA) holds either an equivalent level
of appeal to the traditional pension or a higher level.
However, only 37% are totally sure how they work.
Given the positive sentiment from those who are up to
speed with the LISA, smart employers can offer it to
their staff as a more flexible contribution-based savings
choice that addresses more needs than a pension
does (and there will almost certainly be reputational
advantages to being the first to offer it).

Risk aversion

Respondents to the survey are extremely risk-averse,
perhaps even more so than would be predicted by
insights from behavioural economics. Most (60%)
agree with the statement that ‘a safe and secure, risk-
free environment isimportant to me, evenif it means a
lower return’, compared to only 8% who disagree. This
represents a huge preference for risk-free savings.m

74%

of employees think

that the Lifetime ISA
(LISA) holds an
equivalent or higher level
of appeal against the
traditional pension
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The Pinch Point

Making a decision requires time,
motivation, information, understanding
and confidence. Unfortunately, in the
sphere of workplace saving, not many;, if
any, consumer segments have a sufficient
supply of these attributes. This is leading
to failures in decision-making and many
workers either saving far too little,
according to their means, or nothing at all.

93%

are using cash ISAs
as a savings vehicle

Figd Mostpopular ways to save money

Savings accounts

Cash ISAs (tax-free savings accounts)

Stocks and shares (i.e. market based investments)
Buy-to-let property

None / I'm not saving my money

Other

2%

Analysis indicates that just over a quarter (27%) of those
surveyed are particularly apathetic and are unlikely

to have the motivation to make a choice, leadingto a
decision-making paralysis in workplace saving.

The following sections explore in detail what drives
decision-making paralysis, and how to overcomeiit.

What’s on offer?

The Savings Psyche of the UK shows that people save
through one of five methods (beyond a traditional
pension scheme to which 83% belong). Broadly
speaking, the financial products or services people
use to save directly correspond with their reasons

for savingin the first place.

As Figure 1and Figure 2 show, people are primarily

using savings accounts (for holidays and short-term
emergencies) and cash ISAs (for large-scale purchases),
with riskier investments (for stocks, shares and buy-to-let
properties) some way behind.

With savings methods tallying with savings purpose, on
the face of it things look good. And from a behavioural
economics perspective, it is no surprise to see holidays
as the most popular savings purpose, and longer-term
savings priorities further down the list. Firstly, people are
most prepared to forego current expenditure when they
can see an obvious reward for doing so in the short term.
Lower levels of motivation to save tend to arise when
the payoffis less certain and along time into the future,
primarily due to a phenomenon known as ‘hyperbolic
discounting’, which leads people to undervalue rewards
that occurinthe long term.

Fig.2 Biggest motivations for saving money

Retirement

Covering ‘short-term’ emergencies (e.g. replacing a broken boiler)
Making home improvements / decoration

Buying a vehicle (e.g. a car / motorbike)

Getting on the property ladder / Moving house

Paying for my children’s education

Getting my children on the property ladder in the future
Leaving a bequest for my children / family

Backpacking / Travelling the world

Paying for a wedding

Going to a music festival / gig / concert

Time-off to have children

Paying for my education

Nothing / I'm not looking to save for the future

A holiday

Other

The Savings Psyche of the UK 9

The most popular motivation
for saving was for holidays

995%

-.
2w
=
TR



10 The Savings Psyche of the UK

Given such a preference for instant gratification, some
encouragement can be taken from the fact that 47% of
respondents gave retirement as a motivation for saving.
However, problems arise when people are required

to make a product decision when taking out an ISA,
pension or savings account to fit that purpose. As Figure
Sillustrates, around a third of people think that there is
too much choice on offer, and it is limiting their ability

to make a decision.

Information and Advice

When too much choice is available, a potential
solutionis to provide information and, where
possible, augment it with authoritative, detailed
and personally relevant advice. The key to this
is recognising that every employee is different,
and structuring communications accordingly.

However, such an approach is expensive and
dependent on savers trusting the source of
advice, engaging with the information and
having the confidence to make a decision.

Fig.3 Do you think you have too much or too
little choice when it comes to saving
money through the following?

0
Cash ISAs i)
Pension 34%
/ Saving for retirement
Regular saving accounts 1%

Too much choice

Too little choice .

As such, the information/advice approach will
not work in a significant number of cases. For
quite some time, the now disbanded Financial
Services Authority tried to improve levels of
engagement and usage by mandating greater
provision of information and by working on
levels of consumer education and capability,
but that approach met with limited success.
When the governmentresorted to the ‘nudge’
of enrolling individuals into a pension scheme
by default, they gained far more traction.
Well-crafted approaches rooted in behavioural
economics often trump more traditional

information- and knowledge-based approaches.
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Fig.4 Sources used to keep up to date with financial information

Money advice websites
(e.g. moneysavingexpert.com)

Banks / Building societies (online)

Comparative websites
(e.g. moneysupermaket.com)

National newspapers / Magazines

Family members

Friends / Colleagues

Banks / Building societies
(on the high street)

Finance-specific supplements
/ Magazines (e.g. Guardian’s Money supplement)

Social Media

Independent Financial Advisors

Employer / Organisation

Blog / Online articles

None of the above

Other

Knowledge and information

As detailed earlier in the report, there are significant
savings knowledge gaps at play. Although it may be
seen as a positive that 44% use money advice websites
to keep up to date, not one financial information source

can boast decent trust levels (Figure 4).

50%
44%

33%

31%
12%

. 29%|
12%
10%
14%
10%
10%
7%

5%

9%
6%
5%

14%

11%
1%

Il Used to keep up to date
Trust the most

44%

Use money advice
websites to keep
up-to-date
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Fig.5 Barriers against making choices around financial decisions

Lack of knowledge / information on the matter
Lack of trust in financial institutions
Choices available to me are too complex / Too confusing

Lack of experience in making financial decisions

The problems caused by a lack of information join

the burden of choice overload as a contributor to the
decision-making paralysis that is having a severely
detrimental effect on how people save money (Figure 5).

Decision-making paralysis

One of the most startling statistics revealed by The
Savings Psyche of the UK is that almost half of all
respondents (47%) say that they frequently agonise
when making financial decisions. This is in spite of
relatively high levels of confidence about their instincts
for offers (64%) and evaluating opportunities (67%). Itis a
pinch pointin the process frominitial research to eventual
product use. But, more importantly, itis where we find the
decision-making paralysis.

Instead of making a difficult, time-consuming and
potentially confusing decision, people are making no
decision whatsoever. They are pushing the savings
choice they need to make further and further back. As a
consequence, 52% are concerned about saving for the
long term and 40% expect the long term will look after
itself. Also, as Figure 6 shows, most people (60%) readily
admit that saving is often a secondary financial concern.

35%
25%
25%
25%

47%

say that they frequently
agonise when making
financial decisions

92%

are concerned about
saving for the long-term

Fig.6 Approach to saving money

Saving is less of a priority for me, and | prefer
to spend my money on the things | want now

Saving is a high priority for me and | prefer
to save my money whenever possible

Removing the roadblock

Unfortunately for those with an interest in workplace
saving initiatives, decision-making paralysis is not

easily overcome, not least because it is reinforced by
behavioural economic traits, such as the tendency

to stick with the status quo or procrastinate. Indeed,
auto-enrolment currently has relatively low opt-out rates
because it sidesteps these traits.

The challenge, therefore, becomes finding ways to
enable decision-making and mollify the fears and
concerns that are driving the paralysis simultaneously.

One of the first things to consider should be whether
choice has a positive or negative influence on decision-
making. Itis generally true that people want choice, and
so many areas of modern consumer culture seek to

The Savings Psyche of the UK

Despite saving being a priority for me, | still
like to spend my money on the things | want

provide it. However, while it is good to have a choice of
restaurants, food brands and household appliances,
there is a strong argument that choice is not always a
good thing for saving or financial decisions.

Choice tends to add to confusion and procrastination.
So, although delaying a relatively low-stakes decision

around what new car to buy can have consequences,
they are nothing compared to the impact decision-

13

making paralysis can have on a future financial position.

People may say they want choice, but what they really
need is direction, or, as behavioural economists would
putit, they would benefit from being nudged in the right
direction by having the choice presented tothemina
certain way.
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My money, my future

Alongside the abundance of choice, fear of loss

is another key factor behind the decision-making
paralysis affecting savers and would-be savers. The
research reveals that 60% of people consider arisk-
free savings environment to be more important than
financial return, and 56% would not consider investing
in anything that seems risky.

Considering recent media narratives about Brexit-
related financial uncertainty, and a fluctuating (yet
often still prohibitively expensive) housing market, the
sentiment around risk makes sense. And because risk
aversion willmore than likely increase in the coming
years rather than fall, employers should be aware that
fewer workers will be inclined to sign up for pension
programmes that they do not fully understand and
which do not bear fruit for decades, while workers not
yet on the housing ladder may well prioritise saving for a
deposit externally.

The loss aversion, so well known to behavioural
economists, acts as a significantimpediment in the
pensions and long-term savings arena.

Trustimplications

Employers seeking to get more of their staff into
workplace saving programmes are able to make
adifference.

Trust has been shown to be an important decision
heuristic in behavioural research. People often forego
more detailed evaluations and make a decision based
primarily on whom they trust. When trust is absent,
decision-making may well not happen, especially if
there is a confidence pinch point to overcome.

Those seeking evidence for this need look no further
than the research. A lack of trust is the second biggest
driver of delayed decision-making, and although most
people trust their employer to a reasonable extent,
only 6% chose their employer as the most trusted
source of financial information.

Employers have a significant opportunity to play

a positive role in workplace saving take-up and
contributions, but the task would be easier if they were
more trusted by employees to give good information
and guidance. By providing more personalised,
detailed and timely advice and information about
pensions and savings options, they can overcome

this barrier, eventually getting their workforce to make
better choices and save the correct amount in the
correct way.m

Falling Short

Routes to a better way of saving are
emerging through The Savings Psyche

of the UK research. However, the reality
today is that issues around trust, risk,
financial priorities and decision-making
paralysis are causing a sizeable gap
between the amount that people should
be saving and the amount they are saving.

This is highly significant for employers. The
government’s basic State Pensionis simply not enough
for most to live on, and there is a very real risk of the
incentive to retire disappearing for many, leading to

a contingent of the workforce hanging on purely for
financial reasons.

As may be expected, the picture is not uniform across

the country. House prices and levels of income have led
to varying levels of savings shortfalls across age groups,

regions and personality types.

Fig.7 Biggest financial commitments limiting ability to save
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Mind the gap

Aside from pensions, people are saving on average 3%
less per year than they think they should (6% versus
anideal of 9%). These are relatively low percentage
figures, butin cash terms they become much more
significant. For example, someone saving £2,200

per year should be saving £3,300. Cumulatively over
several decades, that number will grow to the point that
it will have a detrimental impact on one or more aspects
of that individual’s life, from the ability to move up the
housing ladder to the ability to get through rainy days or
enjoy a good post-retirement lifestyle.

Perhaps unsurprisingly, it is living expenses (49%),
mortgage repayments (32%) and paying off credit cards
(28%) that are limiting people’s ability to save money the
most (Figure 7) and contributing to the shortfall.

General living expenses

Mortgage repayments 32%

Paying off credit cards 28%
None of these 19%
Paying off personal loan 18%
Paying off student loans / debt 13%
Paying off car finance 13%

Childcare 12%

Other I 29,

49%

agree that general
living expenditure is
their biggest financial
commitment
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Why save anyway?

Earlier in this report, it was shown that the primary
motivations for saving broadly correspond with the
methods through which people save. Two particular
statistics from that element of the research are highly
relevant to workplace savings schemes!, but the
research reveals that regional and age variances

are skewing the numbers.

Rising property prices and the fear of affordability being
overtaken by the cost of adeposit are causing some to
put property savings above retirement, particularly in
London and the South East.

Saving to get on the property ladder is a priority for 26%
of people in London and the South East (against 21% for
the remainder of the UK), while retirement is a focus for
43% in London and the South East (against 48% for the
remainder of the UK).

Although those margins are fine, the message they
portray gains value when the London and the South
East numbers are compared with areas where house
prices are far cheaper, such as the East of England (14%
property, 49% retirement) and Wales (12% property,
49% retirement). Also noteworthy are the findings that
40% of people in London and the South East would use
their pension contributions to fund the purchase of their
first house, versus 33% for the rest of the country, and
that London and the South East respondents report
slightly lower numbers for holidays — the overall most
popular motivation for saving (UK without L&SE 57%,
L&SE 50%).

Meanwhile, the age statistics are less surprising,
but no lessimportant.

Perhaps due to the lower cost of housing when they
were joining the property ladder, just 18% of Generation
X respondents are motivated to save for property.

That doubles for Generation Y (36%), then climbs a
little further to 44% for Generation Z. For pensions, the
numbers go the other way, with 16% for Generation Z,
35% for Generation Y and 46% for Generation X. (In the
baby boomers demographic, 7% save for property and
70% for pensions, though as this generation is closer
to retirement and more likely to own a home, these
statistics relate more to stage of life priorities.)

147% of UK workers cite retirement as their primary reason for saving money.
For 23%, it is getting on the property ladder or moving house.

Importantly for employee savings stakeholders, these
motivations driven by age and region are now affecting
how people feel about their future financial state. Only
14% of people outside London and the South East say
they strongly agree that they worry about their future
financial state, compared to 21% of those in or near the
capital. Similarly, only 7% of baby boomers say the same.

Regional and age disparities, and their attendant
concerns, demonstrate the urgent need for a change of
plan. Put simply, a ‘one size fits all workplace savings plan
is unfit for a nation so diverse in its savings priorities.

The employer impact

Employers, of course, can only do so much to
encourage workplace savings. Yet while many offer
apension plan and encourage take-up, The Savings
Psyche of the UK suggests that the current approachis
not working.

The choice architecture available to employees is not
leading to the right savings behaviour, is not ending
decision-making paralysis, and is making the path of least
resistance (essentially to do nothing) too easy to take.

This is why over one-quarter of all workers have ‘little or
no interest about where to save their money’, either in
the short term (29%) or the long term (27%).

It would be easy to pass this behaviour off as lazy, or
negligent. Yetinreality, it is merely a reflection of human
nature and these behavioural traits are compounded by
the fact that the limited range of savings opportunities
on offer is not right for the workforce, especially those
who see housing as a priority, and so are not inclined to
pay into a workplace savings scheme that secretes their
money away for four or five decades.

Employers can now affect how their employees save
by broadening the range of savings options to cover
why and how people want to invest their money,
though in doing so they must take into account the
characteristics and diverse economic and social
circumstances of their workforce. m

6%

of respondents stated
that saving to get on
the property ladder

IS a priority
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The New Age
of Savings

In “The Pinch Point’ and ‘Falling Short’,
this report examined the decision- making
paralysis that is deeply affecting saving,
and how worker attitudes and motivations
falling out of sync with workplace savings
packages is contributing toit. Now it is
time to explore how employers canbe a
positive influence on the financial lives

of their employees and help to address
the situation.

Acknowledging the behavioural traits that drive and stall
saving, employers can begin to think about how to use
personalised communication and direction to break the
decision-making paralysis and reinvigorate saving. Then,
using what research has revealed about socioeconomic
and lifestyle situations, as well as the sentiment about
the purpose of savings, they can consider what kinds of
savings options are fit for their workforce.

A changing savings world

If nothing had ever changed about the British working
life, people would work for a period of time before fully
retiring, usually for a handful of companies, thoughin
many cases just one. In this context, workplace savings
are considered to be solely for retirement, which, in turn,
suits the way many use mental accounting to consider
their financial position.

In reality, our working lives have changed. Dramatically.
Instead of working for a small number of companies, we
may work for upwards of seven, with news reportsin
early 2015 stating that it is considered normal to work for
one organisation for no more than 3-5 years. Similarly,
retirement is often phased, with a gradual move away
from working instead of a ‘hard stop'.

At the same time, many face the hardship of finding a way
onto the property ladder, and those with families often
need to think about funding their children’s education, or
purchasing a house in the future.

Because of this profound change in how Brits work and
live, flexibility must be a natural part of the savings future. It
taps into that core desire for choice, but, crucially, it does

not delay it. Savings flexibility comes after a choice is made.

Soinstead of not making a decision, itis about how best to
utilise the results of the decision that has been made.

Reward notrisk

Despite the overall need for flexibility, workers will still
be looking for savings plans that provide an element
of certainty.

As was detailed earlier in this report, there are fairly high
levels of risk aversion amongst survey respondents, even
if lower risk means lower return (Figure 8 and Figure 9).

Fig.8 ‘A safe and secure, risk free environmentis important to

me, evenif it means alower return...’

Fig.9 ‘lwouldn’t consider investing my money in anything risky,

evenif the alternative means alower return...’

Savings solution

With research and behavioural insights revealing so
many varying savings priorities according to region, age
and lifestyle, the need to offer alternative workplace
savings models beyond just a pension is clear. However,
with the balance between flexibility and certainty being
so crucial, employers must carefully consider those
alternatives.

The introduction of the LISA and Corporate ISA (CISA)
as aworkplace savings options to sit alongside the
traditional pension would answer many of the questions
and requirements that employees have. The LISA offers
the level of certainty that appeals to anincreasingly
risk-averse workforce, as well as providing flexibility,
with employees able to put money in as they would

with a pension, then take it out again when they have

a sufficient sum to use for the house purchase for
which the schemes are designed. In that way, the LISA
provides a viable, relevant choice for those who are not
saving because there is no workplace savings product
that meets their needs. Meanwhile, for those who want
to focus their savings solely on retirement, traditional
pension plans will remain available.

The Savings Psyche of the UK
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Awareness ending paralysis

Despite the benefits of the LISA to all employee groups,
awareness of how it works is relatively low; however,
this is not surprising as it has not formally launched. As
Figure 10 shows, just over a third of people are aware of
the LISA and its function. However, as Figure 11 shows,
theidea of an alternative method of saving to the
pension model holds either the same or a higher

level of appeal to most people.

63%

are either unaware
of the LISA or of
how it works

Fig.10 Level of awareness and knowledge of Lifetime ISA

| hadn’'t heard of them before

| had heard of them, but I'm not really sure
how they work or what advantages they offer

Don’t know

e

| am fully aware of them and
know how | could use them

Fig.11 Attractiveness of LISA compared to ‘traditional’ pension schemes

Don’t know enough to comment

It's far less appealing

It’s slightly less appealing

It offers the same appeal

| I It's far more appealing

It’s slightly more appealing

This is where the employer can become an active player
in how much people save.

We know from the research that huge numbers of
people today either save in the wrong way, or not at all,
because of overwhelming choice, perceived risk, alack
of information or the belief that the savings options their
employer offers are inappropriate for their priorities.

By providing a workforce with accurate, relevant and
detailed information about the LISA as a savings option
that can be shaped around individual priorities and
lifestyles, employers can give people the choice they
crave, the direction they need, and, most importantly,
the savings their future depends on.

The employer gains

It stands to reason that a good employer will have its
staff's bestinterests at heart, which is why workplace
savings programmes exist. However, there are also
benefits to employers themselves when employees are
able to save money.

The Savings Psyche of the UK research shows

that over a quarter of people (27%) feel that money
concerns keep them from doing their best work. And,
on abehavioural level, having a good pension pot and
housing situation means that people feel comfortable
about retiring when the time is right, rather than hanging
oninwork purely because leaving or retiring would be
severely detrimental to their lifestyle.

The Savings Psyche of the UK 21

First movers

In 2019, the Pensions Dashboard is due to become
available to employees. It is a legislative step to give UK
workers an extra level of insight into their overall savings
situation and thus financial future.

Before that happens, British businesses have the
opportunity to position their organisation as one that
really takes saving seriously.

Benefits matter to employees, particularly when they can
have such a positive impact on their personal lives. Just
look at the reputational boost Virgin Group had when
they became one of the first movers on unlimited holiday,
and the London-based businesses offering graduates a
rental deposit as a benefit. Now, by offering the LISA and
CISA alongside the traditional pension, the race is on for
companies to become the preferred employers in their
marketplace, with a programme that shows that they care
about their staff at work and at home.

For employers, workplace saving is no longer a case

of offering a pensions package and suggesting that
employees sign up. Instead, itis becoming a way to attract
and retain the best staff with savings options that work
for modern lifestyles and financial priorities, supported by
accurate, detailed and personalised information.m
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The Savers

As part of The Savings Psyche of the UK
research, a set of personas has been
developed to understand more about

the financial and savings situations of UK
workers. Broadly speaking, every company
will be made up of a mix of these personas,
and possibly others.

Who is YOLO Owen?

As this personais more than likely to be both a
homeowner and amember of a pension scheme, he
is likely to focus on spending disposable income in the
short term, and is comfortably set up for retirement.
However, that does not mean Oweniis fully financially
responsible. The ‘you only live once’ mentality means
that despite being a high earner, a taste for fast living
means a poor attitude towards general purpose
savings. Whatever is saved tends to be for children’s
education and future housing prospects.

Four Key Traits:

83%

prioritise a safe and secure financial environment,
and 77% would not invest in anything risky

86%

would prefer some flexibility in how
they save their pension
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YOLO Owen

Demographics

Average Age: 36

Gender: Male (73%); Female (27%)
Average annual salary: £70,800
Children U18 living at home: 78%
Own and occupy own home: 84%

What do employers need to know?

While traditional marketing, education and
communication may work, these should be twinned
with behavioural approaches such as nudging and
specific financial guidance. This can be in the form of
showcasing a ‘typical saver’ who puts away the right
amount, giving Owen the chance to visualise the
long-term benefit of saving, and demonstrating that
he can haveit all. It is worth remembering that Owen
wants flexibility and the ability to make a choice,

but s fairly risk-averse. Because of this, he may be
willing to try out an ISA or LISA as an alternative to
traditional workplace savings.

82%

worry about their financial future

90%

agonise when making financial decisions
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Who is Worried Wendy?

Worried Wendy is characterised by financial
concerns, bothin the long and short term. Doubt is a
common feature, as is the tendency to agonise over
financial decisions. Because Wendy is statistically
more likely to be a renter, she does want to get

onto the property ladder. However, saving spare
cashis limited by credit card payments and living
expenditure. On a social level, Wendy is ethical, with
a strong belief in gender equality, family over career
and the benefits of being surrounded by people
from different cultures and backgrounds.

Four Key Traits:

71%

are motivated to save for a holiday (pensionis a
savings motivation for just 42%)

39%

save to buy their first home

Worried Wendy

Demographics

Average Age: 39

Gender: Male (44%); Female (56%)
Average annual salary: £23,000
Children U18 living at home: 37%
Own and occupy own home: 42%

What do employers need to know?

Wendy approaches saving with a ‘mental
accounting’ approach, so a savings vehicle must
have a clear and specific purpose. Remembering
that will be the key to getting past the agonising
that delays financial decisions. Shock tactics
could work, using framing, modelling tools and
referencing to highlight what a person in retirement
needs and Wendy's position in relation to those
needs. Basic financial education may also be
necessary, perhaps to direct her towards a limited
set of choices, including the LISA (particularly for
those under 40 who still have home ownership
aspirations). In the initial stages, default opt-

in strategies would help to get saving started,
followed by nudges to increase at key times,

such as the anniversary of signing up.

Almost half (43%)

feel they have a lack of knowledge and
information about saving

61%

are worried about their financial future

Of all the persona groups, those that fit into the
Suburban Steve category are the most practical
and responsible, as well as the least likely to

act on the spur of the moment. Unsurprisingly,
Steve is a saver and a planner, with financial
management as a cornerstone of his lifestyle.
As a consequence, he experiences few debt
problems, has a solid knowledge of financial
services, shops around for the best deal and
does not worry about money.

have money saved for arainy day

save for their retirement

The Savings Psyche of the UK

Average Age: 48

Gender: Male (58%); Female (42%)
Average annual salary: £32,200
Children U18 living at home: 28%
Own and occupy own home: 80%

Because of the strong tendency towards
financial security, an employee in the Suburban
Steve mould will favour traditional savings
programmes and will be responsive to active
choices, which can be controlled. If there is a
concern in this group, it may be complacency
in a changing financial environment. Therefore,
a broader workplace savings platform may
appeal to Steve, which he will opt into through
an architecture of tailored, streamlined choice
rather than nudging.

are worried about their financial future

look for a competitive return on savings products
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Who is Apathetic Alfie?

Respondents that fall into the Apathetic Alfie
demographic are not interested in saving or the
options available. Alfie has a far poorer knowledge
of financial products and decisions than any of his
peers. At the same time, he lacks the motivation

to keep up to date with savings or financial news,
and is the most likely to think that post-retirement
security is someone else’s responsibility. Socially,
he is generally conservative and quite risk-averse.

Four Key Traits:

Only 26%

consider saving money to be a priority

Just 18%

find the savings options they are confronted with
confusing or complex (the lowest of any persona)

Apathetic Alfie

Demographics

Average Age: 39

Gender: Male (54%); Female (46%)
Average annual salary: £30,600
Children U18 living at home: 41%
Own and occupy own home: 61%

What do employers need to know?

The question is not so much what employers need
to know, but how much they can actually help. It is
highly unlikely that Alfie will respond to traditional
marketing, or to a choice of options that requires
him to do some research, so basing the approach
on more creative behavioural tactics will be far
more effective. Default opt-in, a simple and narrow
choice architecture, and visualising tactics (similar
to those used for YOLO Owen) are most likely to
work for Alfie.

34%

are saving for retirement

25%

are worried about their financial future

Who s Risk-Taking Ricardo?

This persona shares many things in common

with Suburban Steve, though is characterised

by a confident and motivated mentality. As such,
Ricardo is more likely to take risks — albeit informed
ones —and wants to save more than he currently
does. Because his outlook is both to live for the
moment and take care of the future, Ricardo

saves primarily for holidays and retirement.

Four Key Traits:

1%

would prefer flexibility in their savings options

Only 37%

agonise when making financial decisions

The Savings Psyche of the UK

Demographics

Average Age: 40

Gender: Male (50%); Female (50%)
Average annual salary: £39,700
Children U18 living at home: 46%
Own and occupy own home: 70%
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Risk-Taking Ricardo

What do employers need to know?

Since Ricardo self-identifies as a ‘well-informed’
saver, traditional marketing and communication
could be very effective, especially when they

focus on the outcomes of the products. In terms of
actions, Ricardo should be pushed towards ‘save
more tomorrow’ or auto-escalation schemes, which
are commonly used in the US. He probably does
not save quite enough, so encouraging extra saving
after a pay rise is an effective way to increase the
amount put aside for retirement.

Less than half (47%)

arerisk averse savers

10%

They want to save 10% of their earnings,
but currently only save 8%
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Who is Short-term Shona?

Similar to Wendy, Shona is a financial worrier, with
adeep commitment to family and strong ethical
values. However, unlike Wendy, Shonais able to spot
agood deal and to take advantage of it, despite a
generally risk-averse nature. Because of the tight
financial margins that govern spending, Shona will
review multiple products before making a decision
and will be a pension saver (as well as ageneral
saver for holidays and short-term needs).

Four Key Traits:

Over a third (39%)

find the savings choices they are confronted with
confusing or complex

66%

look for risk-free investments

Short-term Shona

Demographics

Average Age: 42

Gender: Male (38%); Female (62%)
Average annual salary: £24,300
Children U18 living at home: 32%
Own and occupy own home: 61%

What do employers need to know?

Because Shona can spot a deal, streamlined
choice followed by nudging will be effective in
encouraging decision-making when it matters.
Likewise, loss aversion, education and framing will
work in communications. As for products, many in
this group belong to a pension plan (though do not
save enough), and with a substantial number still
renting, the LISA may appeal.

92%

want a competitive return and 88%
guaranteed return savings

76%

are motivated to save for retirement

Speaking to everyone

These personas are drawn from The Savings Psyche of
the UK research. As such, they naturally include some
generalisation. However, in detailing the different saver
groups that could potentially make up an organisation,
they are a step towards acknowledging the flaws in
‘one-size-fits-all’ messaging and pensions provision.

The personas demonstrate that people will respond

in completely different ways when confronted with the
same information about the LISA or a pension scheme,
according to their lifestyle, income and situation. And
while the outcome for persona A may be deciding to sign
up toascheme, for persona B it may be to do nothing,

to take that path of least resistance.

Itis why different tactics, such as nudging, loss aversion
and framing, must be employed to ensure that each
personainacompany is able to understand their options
and start a savings plan that suits their life. This will come
through employers understanding their workforce and
creating arelevant communication strategy to incentivise
saving for each persona within the company. From there,
other measures (such as control and flexibility) can be
promoted to ensure that the savings plan works in the
way it was intended.m

The Savings Psyche of the UK

63%

think they know the
right questions to ask
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How the UK saves

The Savings Psyche of the UK
demonstrates that the ways people want
to save, and what they want to save for,
are worryingly out of sync with what they
are currently doing and limited employer
offerings are exacerbating this problem.
The result is a decision-making paralysis
that means that potentially millions of
British workers are saving too little, or
nothing at all.

To bring savings back in line with the financial priorities
of the UK workforce, employers need to rethink

their workplace savings packages and how they are
communicated, recognising that one size will never fit all.

About the study

The Savings Choice agenda survey of 1,949
UK workers, was carried out by London-
based research agency Loudhouse in June
2016. The research report, published by Willis
Towers Watson and Nottingham University
Business School, is a comprehensive UK
wide study of the approach and behaviour

The future of pensions and savings provision is flexibility
and a tailored personal savings experience, offered by
employers that actively provide simple information and
relevant guidance on savings and pensions.

This approach will give early adopter employers a
huge advantage in the employment market, with a
new reputation for taking a genuine interest in their
employees’ financial well-being. At the same time, it will
address the impact of decision-making paralysis on
saving, close the savings shortfall and give employees
amodern workplace savings offer that they can use
according to where they are in life, whether that is
preparing for retirement, preparing for a first home or
building up accessible short-, medium- and long-term
savings.m

to retirement saving. It reveals the complex
motivations and drivers behind each of the
key ‘personas’ that make up the UK’s savings
psyche. Willis Towers Watson’s retirement
business worked in collaboration with James
Devlin, Professor of Financial Decision
Making at Nottingham University Business
School on the study.

To bring savings back
In line with the financial
priorities of the UK
workforce, employers
need to rethink their
workplace savings
packages
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