
The economic climate has certainly 
had a significant impact for 

employees, employers and providers. 
Employees are reducing long-term savings 
and we are not seeing transfers from 
maturing share schemes, which are often 
yielding low levels of return. Overlaying  
the Budget proposals and Finance Act 2009 
anti-forestalling regulations provides a  
fairly negative short-term outlook. As a 
consequence, employers are not currently 
seeing Sipps as the highest priority.
Providers are under financial pressure  
and there has been a general scaling back  
of investment in group Sipp propositions 
until the longer-term picture is more 
certain.

On the back of the potential reduced 
attraction to higher income groups, 

there is more thought being given to the 
range of investment choices being presented 
to employees. The majority of individuals 
will still find pensions tax-efficient, but they 
don’t need all the choices of a Sipp. Their 
needs can be met by a well-crafted range of 
funds and strategies covering the major asset 
classes. Expect to see development of group 
personal pension propositions that give 
advisers more involvement in the 
investment of the underlying assets.

Currently there is no accurate 
consolidated market data, especially 

as the definition of a Sipp is wide-ranging. 
However, anecdotal evidence indicates that 
employees are using few of the investment 
options available to them. There are niche 
industry segments where there is greater 
interest in investment freedom from more 
than a minority of members. However, on 
balance employees are following what is 
being presented to them as default or core 
fund ranges and strategies.
As with many goods and services, additional 
features not always used help to sell the 
product. Employees may take some comfort 
that they could use the self -investment 
options at some point, even though in 
practice this may not materialise.
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A significant proportion of existing 
group Sipp arrangements were 

established on a concurrent basis to sit 
alongside a company’s core pension 
provision, the intention being to link with 
the maturity or vesting of a specific share 
scheme. The impact of the recession has 
been to reduce the value being realised from 
share schemes and so the desire to establish 
and use a group Sipp arrangement has been 
reduced in recent months. 
However, group Sipps seem to be the 
preferred option for any company wishing to 
reduce their liabilities and costs while also 
offering the employee the benefit of 
flexibility and diversification. 

Both the economic climate and 
pension tax relief changes 

introduced in the Budget are likely to 
change the way Sipps are viewed. 
Sipps will change from a tax-free wrapper 
where executives and entrepreneurs have 
benefited from higher rate tax relief and 
investment flexibility, to a group Sipp-type 
arrangement with a broader application. 
This broader application will be most 
prevalent in the workplace where employers 
are seeking to reduce the cost of operating 
occupational pension schemes, yet at the 
same time seeking to enhance the benefits 
they offer at no cost, for example by linking 
share schemes and pensions.

This depends on whether the 
company has provided the 

appropriate and relevant financial 
education for its employees. We have found 
that when financial education is provided, 
take-up of the pension and contribution 
levels increase immensely.
In the past, employees would view their 
employee benefits in isolation, but by 
providing financial education, as well as the 
group Sipp platform to enable such 
transactions, they are able to understand 
and view their cash and share-based benefits 
holistically. Therefore, by providing both 
elements, employees can make full use of 
the benefits maximising the total value. 
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Without question the economic 
environment has had an impact on 

pensions and consumer confidence 
overall. While there may be less focus at 
present in terms of implementing group 
Sipp and sharesave arrangements due to 
the recession, scheme sponsor interest in 
group Sipp certainly hasn’t slowed. Our 
experience is that the flexibility of 
accumulation and decumulation phases 
continues to be popular and we expect 
group Sipp arrangements to become even 
more mainstream over the longer term. In 
fact, the first half of 2009 saw our group 
Sipp volumes increase. 

Group Sipps have evolved since 
they were first launched and this 

will continue. Employers will look to 
identify cost efficiencies in their overall 
benefit spend and futureproof their core 
pension offering for the challenges that 
lay ahead. Group Sipps can already 
replicate many of the ‘best of breed’ 
features that traditional defined 
contribution (DC) arrangements bring, 
but also bring an enriched range of 
options for both accumulation and  
taking benefits phases. This flexibility  
is key to support a future workforce  
that is unlikely to be in the position of 
taking the traditional ‘cliff edge’ 
retirement. We can therefore expect  
more developments on income options  
to come.

As with any pension benefit, the 
key to success will be how well 

scheme sponsors are able to communicate 
the benefits and options to their 
members. As you would expect, it is the 
more financially engaged investors that 
tend to take advantage of the self-
investment options. As group Sipp 
becomes more integrated into the 
mainstream and member understanding 
increases, we anticipate a rise in 
engagement and in the number who will 
take advantage of the full breadth of 
options.
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