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News Release 
 
Schroders top tips for DC schemes after 
the pension changes   
 

22 July 2014 

The UK pensions industry has experienced more regulatory change in the past six months than in the 

previous six years.  The Budget and charge cap announcements have significantly changed the 

framework for defined contribution schemes in the UK.  In light of these changes, Schroders’ Defined 

Contribution Strategy Manager, Hilary Vince, has created her top five tips for UK DC trustees and 

sponsors to consider: 

  

1. Increased flexibility – know your members 

The Chancellor’s changes have torn up the rule book when it comes to post-retirement income. Our 

recent survey revealed that 81%i of DC trustees and consultants were in favour of the increased 

flexibility. But the increased choice means it becomes more important than ever to know your 

members. We think it’s most unlikely most members will still want to purchase an annuity at 65. With 

the old certainties blown away, trustees can only make a decision on suitable default arrangements 

before retirement if they know where their members are going afterwards. 

 

2. Education – too little, too late? 

The Budget announcement promised that members would receive advice on their financial options 

just before they retire.  We believe this is going to be too little, too late. Even face-to-face guidance will 

be ineffective if it comes at 65. Members need to be aware of the options long before that if they are to 

plan effectively.  Only by communicating with members in the crucial 50 to 55 years stage will trustees 

be able to determine sensible default options in the pre-retirement stage. 



Schroder Investment Management Limited 
31 Gresham Street, London EC2V 7QA 

Telephone +44 (0)20 7658 6000 Fax +44 (0)20 7658 6965 
www.schroders.com 

Schroders plc 
Registered office at above address 
Reg. 3909886 England For your security, communications may be taped or monitored 

2

 

3. Default options –the time for review is now 

Do the charges on your default approach come in below the Government’s new 0.75% cap? If not, 

this needs to be addressed with some urgency, as the new rules take effect next April. Is your default 

still assuming members will buy an annuity with an investment strategy which switches to bonds and 

cash in the last five to ten years before retirement?  If so, it’s probably wrong for the majority of your 

members. Your default investment option will almost certainly need to set them up to take advantage 

of the expanded options in retirement which may now be more attractive – i.e. cash or drawdown?  

 

4.  Scheme Administration – does it allow for this additional flexibility? 

Does your scheme have the administrative flexibility to allow members to take advantage of the cash 

and drawdown options at retirement?  Or will administrative limitations restrict the flexibility you can 

offer to members? Who will administer drawdown arrangements? Will members have to transfer out 

of the scheme to be able to use drawdown?  

 

5. Robust governance – new arrangements may mean your governance needs to be reviewed 

Is your scheme’s governance robust enough to be able to deal with the new flexibility?  Do you have 

facilities in place to be able to effectively communicate the implications of the changes to members? 

And for them to communicate with you? Knowing your members is only the first stage. You then need 

to act on the information, which will help shape your choice of default in the pre-retirement stage. 

Having chosen, do you have the resources to provide the monitoring necessary to ensure your default 

choices continue to be right for your members? 

 

Hilary Vince, Defined Contribution Strategy Manager, Schroders comments: 

“The recent changes have radically reshaped the defined contribution pension landscape. There is a 

lot for pension trustees to reconsider and we believe most will now have to go back to the drawing 

board. We have defined what we believe are the five key areas which they should focus, and act, on.” 

 

For further information, please contact: 

Estelle Bibby, Senior PR Manager Tel: +44 (0)20 7658 3431/estelle.bibby@schroders.com 
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Notes to Editors 

For trade press only.  To view the latest press releases from Schroders visit: 
http://ir.schroders.com/media 

Schroders plc 

Schroders is a global asset management company with £268.0 billion (EUR324.1 billion/$446.8 billion) 
under management as at 31 March 2014.  Our clients are major financial institutions including pension 
funds, banks and insurance companies, local and public authorities, governments, charities, high net 
worth individuals and retail investors.     

With one of the largest networks of offices of any dedicated asset management company, we operate 
from 37 offices in 27 countries across Europe, the Americas, Asia and the Middle East.  Schroders 
has developed under stable ownership for over 200 years and long-term thinking governs our 
approach to investing, building client relationships and growing our business. 

Further information about Schroders can be found at www.schroders.com. 

Issued by Schroder Investment Management Ltd, which is authorised and regulated by the Financial 
Conduct Authority.  For regular updates by e-mail please register online at www.schroders.com for our 
alerting service. 

 

                                                 

i The Schroders snap shot UK DC survey was undertaken in May 2014 and included participation from 
approximately 100 participants. 


