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Findings are grouped around six core themes

1.
The status quo
with an eye to the
future

4,
Member
engagement:
strong evolving
practice with
room to grow
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2.
Preparedness to
deliver default

solutions

5.
Evolving
responsibilities
and necessary
attributes of
trustees

3.
Emerging default
solution models

6.
Wider emerging
thoughts

Aword fromthe authors

We are grateful to the 12 Master Trust providers who
took part in this research during late May and June 2025
— Aegon, Aon, Aviva, NatWest Cushon, L&G, LifeSight,
Mercer, Railpen, Scottish Widows, SEIl, Smart and TPT —
contributing to an open and collaborative discussion on
the future of DC Master Trusts.

This report aims to provide a clearer understanding of
current and evolving practice and preparation for
forthcoming changes. It includes quotes, mini case studies
and links to wider research / insights.

Our aimis to encourage practical conversations that lead
to better outcomes in retirement. We recognise that
‘default’ shouldn’t mean one-size-fits-all, but it should
reflect the best fit for each cohort of members based on
the information available.

We hope you find as much value in reading the report as
we did in speaking to the providers who helped shape it.

Hans-Christoph Hirt & Laura Johns
Pi Partnership




Executive Summary: Default Decumulation - the future starts now 4t

With the Pensions Schemes Bill (5 June 2025) setting a 2027 deadline for Master Trusts to offer default decumulation solutions, the UK retirement market is at a critical
inflection point. This report draws on in-depth interviews with 12 Master Trusts. Below are our key findings, each of which are explored in more depth later in the report.

Most either fully cash out or take tax-free cash at retirement and leave the rest untouched. With pot sizes typically still modest (often under £10k),

QT VAN oS o[l  structured drawdown is rare. But this is changing. Providers expect average pots to grow significantly by 2050 (one provider citing an average pot of
focus onincome c£225k), with a growing minority of members already reaching £100k+. Decumulation defaults are therefore set to become far more relevant in the years
ahead.

Today 6 out of the 12 providers interviewed offer post-retirement glidepaths, meaning that half of the default funds remain static at the point of
retirement.

Current approaches

This varied with 8 out of the 12 providers interviewed actively developing default decumulation models, 2 providers (TPT and Aviva) have already launched
or are ready to launch and 2 remain cautious, awaiting full legislative clarity. Mini case studies outlining the details of TPT and Aviva’s solutions are
provided.

Readiness for
legislative changes

Models prioritise cohort segmentation, flexibility and clarity. A blend of drawdown and annuity ("flex then fix") seems the most common approach planned,
Emerging solutions often supported by ongoing glidepath de-risking until an annuity kicks in. One provider (TPT) confirmed plans to launch a whole of life CDC solution in early
2027, with others watching closely.

Providers are tackling behavioural inertia and confusion head-on. Tools include spending alerts, income modellers, educational webinars and multi-channel
support that embraces the human touch. Many embed the Retirement Living Standards to help members visualise “what good looks like”. With more
planned in the member engagement space, all are watching with particular interest on how the Targeted Support regulations will land - the latest
consultation was subsequently published 30 June 2025.

Engagement

Al is seen as an enabler,
not a replacement of
human interaction

Half of the providers scored Al 8 out of 10 in terms of optimism for its potential to personalise support, scale interventions and model better outcomes,
while reinforcing the importance of human guidance for members.

The implications for They must build confidence in decumulation design, embrace digital tools and apply strong governance to manage new legal obligations and evolving
trustees are clear member expectations.

The finalword? The interviews drew out a range of reflective and strategic points around consolidation, wider financial circumstances, the 2027 deadline and collaboration.
This is a moment of shared responsibility. Providers, policymakers and trustees alike must act together. As one interviewee put it: “We don’t need 15 different solutions. We
need shared standards and clear consumer messaging.”

©Pi Partnership 2025 All rights reserved. 3



Master Trust providers — current approach : !

The status quo

with an eye to
We start from how the 12 Master Trust providers currently invest members’ savings if they remain in the default fund at their selected retirement age. The . the future

table shows the investment approach at retirement, not how members access their money. The term ‘default’ refers to investment strategies, not income .
provision. The next phase, decumulation, is the focus of this report: how providers are preparing to support members turning savings into income through a

‘default’ decumulation solution(s). Under the Pensions Schemes Bill (5 June 2025), Master Trusts will be required to offer default decumulation solutions by

2027, marking a major shift in how retirement income support is delivered.

Master Trust Current post target retirement age No. of No Terms Explained

. . FUM*
Provider - defaultinvestment strategy Members*  Employers* Please visit the Appendix (slide 16) for an explanation of the default investment
L&G™ Target Date Fund Glidepath £29.9bn 1.9m 324 fund strategy terms used in the table. The current retirement options requiring
LifeSight Lifestyle Static £23.0bn 0.43m 46 members to make their own decisions are also outlined.

Aviva™* Lifestyle Static £13.4bn 0.54m 551

Mercer Target Date Fund Glidepath £8.4bn 0.28m 82
Aon Target Date Fund Glidepath £6.5bn 0.18m 43 The Bill will require DC trustees to offer a default retirement solution that
members can opt out of. Where this is not practicable, trustees must partner with
a scheme that can. Equivalent FCA rules will apply to contract-based schemes.
DWP regulations and FCA rules are expected in 2026/27, with phased

SEI Lifestyle Glidepath £4.0bn 0.21m 177 implementation from 2027, starting with Master Trusts. Click here for access to
TPT Target Date Fund Glidepath £3.8bn 0.37m 2,036 the full Pension Schemes Bill.

Scottish Widows™ REE{SaY[S Static £3.4bn 0.15m 35

Cushon Lifestyle Static £2.9bn 0.61m 20,111 0 Wider Market and Performance
Railways Pension
Scheme - IWDC ***

The Pensions Schemes Bill (published 5 June 2025)

Smart Lifestyle Static £6.5bn 1.5m 93,940
Aegon** Target Date Fund Static £5.2bn 0.19m 47

Target Date Fund Glidepath £0.3bn 0.0144m 36 This report focuses on insights from 12 Master Trusts and does not represent all

providers in the market. For performance data on the largest default funds across
With the exception of RailPen, these figures were sourced from DC Master Trust League Table 2025 ~H1 - Go

Pensions and are as at the 2024 year-end point. RailPen figures were sourced directly from the provider. the 20 leading multi-employer DC providers, including both Master Trusts and

** These providers have wider DC assets/offerings in the contract-based market (GPPs). Group Personal Pensions (GPPs), please visit www.capadata.co.uk
***The IWDC is an industry-wide Master Trust, only available to rail industry employees and is just one section of

the £35bn Railways Pension Scheme. IWDC facilitates a decumulation solution through a partnership with the

L&G Master Trust.

©Pi Partnership 2025 All rights reserved. 4


https://publications.parliament.uk/pa/bills/cbill/59-01/0255/240255.pdf
http://www.capadata.co.uk/
https://go-group.co.uk/dc-master-trust-league-table-2025-h1/
https://go-group.co.uk/dc-master-trust-league-table-2025-h1/
https://go-group.co.uk/dc-master-trust-league-table-2025-h1/
https://go-group.co.uk/dc-master-trust-league-table-2025-h1/

Member experience in decumulation Y

The status quo

Figure 2.2. Share of 55- to 64-year-olds with (a) just defined contribution, (b) both defined
contribution and defined benefit and (c) just defined benefit pension wealth
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Figure 3.2. Method of first accessing DC pension pot, by pot size, 2023-24
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with an eye to
the future

Now: Small pots with a focus on accessing cash

Across the Master Trust providers interviewed, a consistent pattern emerged: at present most
members reaching retirement are not actively engaging with their DC pots. Many either take the
full amount or access their tax-free cash through drawdown and leave the remainder untouched,
often indefinitely. Regular withdrawals or structured drawdown strategies remain the exception.

This inertia is strongly linked to small pot sizes, which many providers highlighted as a key barrier to meaningful
engagement. As one scheme noted: “Approximately 40% of our members fully cash in, 20% take drawdown, and the
rest transfer out. Many pots are small, often under £10k. ”Another added: “The £300k DC potis rare. Pot size plays a
role in decision-making behaviour.”

Pot sizes will naturally vary widely between providers, even where overall Funds Under Management (FUM) are
similar. For example, Aon and Smart have comparable FUM but very different sizes of membership (see slide 4). This
may influence both member behaviour and the offering income-based default strategies. Many providers also noted
that DB pensions remain the primary retirement income for many of today’s members, meaning DC savings are
often treated as supplementary income.

Future: Defaults will become a much more pertinent topicin the years to come

Looking ahead, there is recognition that this dynamic will change. One provider observed: “By 2050, average DC
pots are expected to reach an average pot size of £225k. Today, only around 7% of members have pots over £100k,
but that number is growing. We are now seeing 6 or 7 members a week accessing pots over £100k.” This growth
matters. Until pots are larger, some providers remain cautious. As one said: “There’s no point in a default solution if
everyone opts out because it doesn’t add value at small pot sizes.”

The charts to the left supplement the above. Sourced from the Institute for Fiscal Studies Pensions
Review Report (April 2025). The later |ES Pensions Review Final Recommendations Report (July 2025)
is also a useful read.



https://ifs.org.uk/sites/default/files/2025-03/Individuals-challenges-managing-pensions-through-retirement-1.pdf
https://www.linkedin.com/safety/go?url=https%3A%2F%2Fifs.org.uk%2Fsites%2Fdefault%2Ffiles%2F2025-03%2FIndividuals-challenges-managing-pensions-through-retirement-1.pdf&trk=flagship-messaging-web&messageThreadUrn=urn%3Ali%3AmessagingThread%3A2-MTY1OWQwNzQtNDhlMC00ZWRhLTgxN2QtNjViZmRiY2FlM2FkXzEwMA%3D%3D&lipi=urn%3Ali%3Apage%3Ad_flagship3_feed%3BTZG6zchBRKC6NBkD0EqrxQ%3D%3D
https://www.linkedin.com/safety/go?url=https%3A%2F%2Fifs.org.uk%2Fsites%2Fdefault%2Ffiles%2F2025-03%2FIndividuals-challenges-managing-pensions-through-retirement-1.pdf&trk=flagship-messaging-web&messageThreadUrn=urn%3Ali%3AmessagingThread%3A2-MTY1OWQwNzQtNDhlMC00ZWRhLTgxN2QtNjViZmRiY2FlM2FkXzEwMA%3D%3D&lipi=urn%3Ali%3Apage%3Ad_flagship3_feed%3BTZG6zchBRKC6NBkD0EqrxQ%3D%3D
https://ifs.org.uk/sites/default/files/2025-07/The%20Pensions%20Review%20-%20final%20recommendations%20with%20cover_0.pdf

Member behaviours and support

Addressing behavioural inertia, fear and confusion

Providers described a growing toolkit of interventions to address behavioural inertia, fear and confusion around retirement decisions, especially as
members near or reach their 50s and 60s. Many acknowledged that, left unsupported, members are more likely to delay engagement or make poorly
informed decisions. Common interventions amongst providers now include staged nudges, such as timed communications based on age, pot size or
retirement milestones. These are being used to bring members into retirement planning earlier and more often. A number of providers are embedding
relatable benchmarks - notably the PLSA Retirement Living Standards - into tools and statements to help members visualise real-world income needs.

Multi-channel support is also growing. While digital tools such as modellers and retirement calculators are widely used, providers consistently flagged the
enduring importance of telephone contact, especially for those less confident with online tools. As one noted: “We treat all members as potentially
vulnerable — it’s proactive, not reactive”. Several also noted strong links with Pension Wise and financial advisers, with some enabling seamless referrals.

Withdrawal behaviour - too much or too little?

When asked about withdrawal behaviour, providers highlighted two opposing risks. On the one hand, members cashing out too quickly due to fear,
confusion, or a lack of understanding of tax implications. On the other, members underspending and hoarding their pots unnecessarily, afraid of running
out of money. As one said, “members often don’t know what ‘enough’looks like.” To manage these risks, providers are deploying a range of interventions
and guardrails:

* Spendingalerts and modellers: Some providers have developed apps including depletion calculators and income modellers that help members

visualise the sustainability of withdrawals. These tools are increasingly supported by real-time response, for instance, alerts when large withdrawals
are made.

» Education and budgeting support: Several offer webinars, videos and budgeting content to help build members’ financial competence.
* Framing communications: Many embed the PLSA Retirement Living Standards to give context around expected lifestyle income needs.

* Multi-channel communications: From annual summaries showing projected pot longevity to proactive nudges at key milestones, messaging is
increasingly being timed and targeted.

Providers also acknowledged that some large withdrawals may not indicate poor decision-making but rather reflect purposeful use, such as paying off
debt, funding home improvements, or supporting family. The emphasis, they agreed, should be on understanding intent and guiding sustainable choices.
As one summed up: “The goal is to help members draw with purpose—balancing flexibility with security, and empowering them to spend confidently, not

cautiously.”
©Pi Partnership 2025 All rights reserved.
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Behavioural Reframing:

One provider commented
“When it comes to possible
fear and confusion around
retirement decisions the aim
/s to shift behaviour from an
Ostrich with its head in the
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Getting prepared - differences in timing 2 \
Preparedness to

Providers differed on whether they had begun exploring default decumulation solutions before the publication of the Pensions Schemes Bill. \ deIivT:rt(.jefauIt
solutions

Starting to take action

8 out of the 12 interviewed providers are acting but solutions are still evolving as they are
waiting for: 8outof 12 providers are
+ Clarity on the Pensions Schemes Bill and secondary legislation acting now, but their

e The FCA’s Targeted Support proposals (the latest consultation was subsequently solutions are still evolving

published on 30 June 2025)

Others are relying on existing products as a short-term solution, while monitoring market
developments or have no fixed design yet, with solutions still under review.

“It is on the radar, but we're

Awaiting further details before taking action waiting to see how the
legislation land’s before

Aware of emerging market solutions, 2 providers seemed more cautious, choosing to wait " )
committing to changes.

for more clarity and guidance regarding the Pensions Schemes Bill before actively starting
to explore options.

Fully or near developed solution
Case Study: TPT

Slides 18 - 20

While recognising that propositions will continue to evolve, TPT launched its default
decumulation solution in June 2025, with Aviva’'s Guided Retirement solution set to
follow shortly.

Case Study: Aviva

Please visit the Appendices which provide an overview of both offerings. Slides 21 - 23

©Pi Partnership 2025 All rights reserved. 7



Getting prepared — design factors | 2 \

Preparedness to

deliver default
\ solutions

Providers were asked to share the key factors shaping their approach to default decumulation strategies, and the types of data and
insights informing design.

Factors Shaping Design

1. Member needs and understanding: Providers acknowledge that retirement behaviour is highly individual, making it hard to default members

into a single pathway with confidence. Members need to understand how the default works and how to opt out if needed. Unlike auto-
enrolment, members will still need to make some active decisions. Many providers are using customer segmentation to define member cohorts
and build more tailored solutions. Insights from banking, insurance and wider pension products are being used to refine member journey
modelling, where available to the provider. Segmentation factors include home ownership, relationship status, savings and industry

background. One provider noted: “Start from member need to drive the questions, rather than we choose the questions we think should be asked.”

Data and guidance: Several providers anticipate multiple pathways shaped by data, further guidance regarding the Pensions Schemes Bill and
Targeted Support. Decision-tree models are being tested to support member choices, underpinned by targeted messaging and data. One
provider noted “the dual FCA/advice boundary model is not ideal, but we are engaging with DWP to clarify boundary proximity and are producing
early decision trees for review".

Quantitative analysis is tracking pot sizes, member flows and withdrawal behaviour. One provider noted: “ Around 30% of members fall below
the PLSA’s minimum income level.” Qualitative work (interviews, focus groups) is helping test communications and identify emotional drivers,
such as fear of running out of money.

Other sources of income and complexities: Providers are tackling the challenge of integrating multiple pots, state pensions and other assets. One
core design question remains: how simple or complex should the default be? One provider cited leaning toward “intentionally simple”defaults
that offer structure, flexibility and adaptability.

0 Industry Research / Additional Resources

Several providers referenced that external research, such as the PLSA’s
Retirement Living Standards and the Institute for Policy Research report on
pensioner spending through retirement, had shaped their default
decumulation design. Some mentioned FCA’s Targeted Support.

www.retirementlivingstandards.org.uk

Downhill all the way? IPR May 2025 Report

FCA’s Targeted Support consultation

©Pi Partnership 2025 All rights reserved.

Data Source List

Annual member surveys

Focus groups

Targeted member interviews
Internal behavioural analytics
Scheme administration data
Retirement income modelling
Transfer and withdrawal patterns
Pot size tracking

Member segmentation analysis

Engagement platform metrics

Decision-tree testing feedback
External industry research
PLSA Retirement Living Standards

State pension assumptions


http://www.retirementlivingstandards.org.uk/
https://insights.lcp.com/rs/032-PAO-331/images/LCP-Downhill-all-the-way-2025.pdf?_gl=1*1nwzzrt*_gcl_au*MTE0NDA5NzY3OS4xNzUwMzQ3ODQz
https://www.fca.org.uk/publication/consultation/cp25-17.pdf

Emerging default solution models 3

Emerging default
solution models

The table below outlines the emerging default solution models that providers are beginning to consider, with only a minority having confirmed adoption.

Brief explanations of the default design solutions and terminology are provided in the Appendix (slide 17).

Blended Solutions

Target Date Funds (TDFs) / Glidepaths

Collective Defined Contribution (CDC) scheme

* Combining drawdown, cash and annuity components is
widely viewed by providers as central to effective
decumulation design. All providers said they are actively
developing or piloting blended approaches.

» Many referenced the importance of a “to and through”model,
guiding members into retirement and continuing to support
them throughout the decumulation phase. Within this, the
“flex then fix”concept was seen as increasingly relevant:
allowing members flexibility early on, with options to lock in
income through annuities or other guarantees later, typically
between ages 75 and 80.

 One provider noted: “We don’t think any single product meets
all need’s — blendingis essential.” Others highlighted that
cognitive decline, health status, and care costs in later life
point to the need for defaults that adapt over time.

 There was also growing interest in jam jar” pots — a framing
device that segments savings for different purposes, such as
discretionary spending, core income and later-life care, to
help members visualise how their pot supports various goals.

TDFs prompted mixed views. 5 providers already
offer and intend to retain them. 4 favour traditional
lifestyle strategies, and 2 held a balanced or open
position. One said: “Target date and lifestyle funds
can achieve the same thing in different ways,”
noting both are tools for sequencing risk and
investment de-risking, the difference lies in
operational structure and flexibility.

There was wide support for glidepath approaches
that continue into retirement, rather than
remaining fixed as several are at present. A few
providers observed that glidepaths often flatten
around age 75, shifting from growth to
preservation. Annuities were most often
considered from ages 75-80, reflecting risk of
cognitive decline or reduced engagement.
However, some emphasised the need for flexibility,
with one commenting: “The point at which an
annuity becomes relevant isn't fixed — but we're
thinking about 75 as a natural prompt.”

* TPT is the first provider to formally announce its
intention to launch a multi-employer, whole-of-life
CDC schemein early 2027, following expected
authorisation by the end 2026. Read more here.

Will others follow? While none of the other providers
interviewed have ruled CDC out, most are not actively
pursuing it today. Several are monitoring
developments with interest, with one stating it is “not
on the immediate roadmap” citing the complexity of
member needs and current lack of client demand as
the barrier. One provider noted that CDC “remains
under consideration, depending on future policy signals
and market demand.”

Some providers are in active conversations with
corporates and trustees, while others see limited
appetite among their clients at present. Many
acknowledged the growing market interest but
pointed to open questions about whether CDC should
be offered to all members (whole of life) or just those
entering decumulation.

©Pi Partnership 2025 All rights reserved.



https://www.tpt.co.uk/news-insights/tpt-to-launch-cdc-pension-scheme-solutions/
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Do you intend to personalise decumulation options? S Member
: stroiggevolvir;g

practice with
room to grow

Here is a summary of responses to the question around offering decumulation options tailored to members' unique financial circumstances, capturing key
themes and sentiment: .

1. Personalised, guided solutions are the direction of travel: All providers agree that decumulation
support should move beyond one-size-fits-all, offering more tailored approaches aligned to member
needs and behaviours.

2. Blended strategies are emerging for larger pots: Solutions will depend on pot size and personal
circumstances, with current thinking favouring a mix of drawdown and annuity to balance flexibility
with income security.

3. Segmentation and targeted support are key: Many providers already use profiling tools to inform
communications and nudges. Some personalise communications based on pot size and circumstances,
embedding modelling tools to illustrate asset allocation and drawdown paths.

4. Makingretirement journeys feel personal: There is a shared ambition to make the retirement
experience feel relevant to the individual’s financial reality rather than delivering generic guidance.

5. Innovative tools to deepen engagement: One provider noted: “Euphoria would be full engagement - but
we only ever see a thin slice of actual member behaviour.” Open Finance apps and similar tools are seen
as potential gateways to greater engagement, helping members visualise their broader financial

What do we mean by personalised decumulation options?

picture.
Personalised decumulation within a default framework does
not mean creating individual solutions for every member. It 6. Guidance requires active participation: Several providers already offer free personal reports, with
involves designing a set of tailored default pathways for options for paid ongoing support. However, with default solutions, members are still expected to
different cohorts i.e. groups with shared characteristics like answer questions and make active choices, meaning engagement remains essential.

pot size, retirement age, or income needs.

©Pi Partnership 2025 All rights reserved. 10



Views around Al in supporting good retirement outcomes

Providers were posed two questions:
Q1.Whatrole do you see Al playing in supporting good retirement decisions?

Q2.0nascaleof 1 - 10, where 1 is extremely cautious and 10 being very optimistic,
where do you view Al when it comes to supporting good retirement

Provider responses ranged from 4 to 9, with most scoring between 6 and 8. This reflects a cautious
but forward-looking stance. All highlighted the importance of the human element, particularly
when dealing with older or financially vulnerable members. As one provider put it: “4/ has huge
potential, but we must set clear limits, it can support, not replace, personal interaction.”

Those at the higher end of the scale viewed Al as an enabler to deliver more timely, personalised
support. Many highlighted Al applications such as member segmentation, triage, retirement
outcome modelling, and delivering more targeted prompts to better engage members. There was
particular interest in using Al to scale communications and tailor experiences based on member
behaviour and financial circumstances.

One provider said they already invest in companies developing Al technologies and described the
capabilities as “breakout”, seeing potential for future application across pensions, including
drawdown planning. Another highlighted the rapid evolution of Al and the need for strong
governance to protect members.

There was also interest in emerging retirement visualisation tool, particularly those being
developed in the US, that use Al to allow members to ask questions like “| want to do XYZ - can |
afford it?” These tools could help members explore retirement pathways and understand their
spending needs in more intuitive and personalised ways.

Top-down sponsorship and leadership engagement was highlighted by several as critical to
successful adoption. Providers noted that the extent to which Al becomes embedded in
decumulation journeys will vary, but it is clear some intend to lead in this space.

©Pi Partnership 2025 All rights reserved.

Most viewed Al use
with optimism in
supporting their

retirement solutions .
- with half of
respondents scoring
Boutof 10to Q2.

"Al won't replace
advice, but it will
fundamentally
improve how we

understand and
support member
decision-making’.

4,
Member

. engagement:
*  strongevolving
practice with
room to grow

Other Questions

How will you avoid inadvertently crossing into providing
advice?

Robust legal boundaries: Clear lines and strong legal
checks to stay within guidance rules.

Compliance as enabler: Compliance teams help, but
tone and clarity must be simple.

Trained helpline teams: Staff are specifically trained
to support members without crossing into advice.

Guidance with advice handoffs: Structured journeys
that stay personal but stop short of advice.

Defined roles and support models: Expand in-house,
or partner with advisers; all with clear role and
separation to remain compliant.

With the implementation of your DC solution, do you
anticipate any changes to the cost structure or member
fees?

Marginal cost increases expected, if any

Focus shifting from price to value for money

11



5.

Implications for Trustees Evolving

responsibilities

and necessary
Providers offered thoughtful views on the development of trustees’ responsibilities and necessary attributes. \ attributes of
trustees

Trustees are generally seen as well-positioned to take on increased responsibilities.
Many already have experience with default strategies during accumulation and in
member-focused scheme design.

CDCis expected to introduce additional complexity, requiring further training and
potentially new committees for Master Trusts exploring this model.

Trustees are increasingly focused on Al and technology. One provider commented:
“Speaking the language of tech and working effectively with vendors is now essential,
notjust for oversight, but to challenge assumptions and support member outcomes.”

Providers operating under both FCA and TPR regimes are revisiting how targeted
support is designed, tailored and delivered, given Consumer Duty under FCA
regulation (contract-based schemes).

Decumulation now features regularly on trustee agendas. Trustee boards need to
assess, and where necessary enhance, their skillsets regarding Al, technology and
member engagement to remain effective in this evolving landscape.

©Pi Partnership 2025 All rights reserved. 12



Wider thoughts that emerged

Our final open-ended question to the providers interviewed, drew out a range of reflective and strategic points, highlighting both practical and philosophical
considerations about how the industry should respond to the decumulation challenge.

/The Government’s emphasis on consolidation Retirement is about more than just money
Several providers commented on the wider policy backdrop, especially the Several providers emphasised the need to think beyond financial
Government’s push for greater scale in pensions. One remarked: “There’sa solutions. One said: “We mustn’t forget the non-financial aspects — health,
clear direction of travel, the Government wants fewer, larger schemes social connections, purpose. Retirement is a major life shift, and members
delivering better outcomes, and decumulation defaults may accelerate that.” need support for that too.”Another noted: “The industry tends to be
Another held the view: “Scale is not the driver of performance. product-led when members actually need clarity, simplicity and emotional
Characteristics of the organisations drive performance. Better performance reassurance”.
drives better outcomes - not being big".

Is there anything we haven’t asked that you think is

\

6.
Wider emerging
thoughts

important on the topic of decumulation?

Realism around the 2027 implementation timeline Collaboration will be critical
While most supported the principle of default decumulation, many were The most optimistic note came from those calling for more collective
sceptical about timelines. “There’s still so much we don’t know, from guidance progress. “It's encouraging to see industry and government at the table
to systemdesign. 2027 is tight if we want to do this properly,” said one. One together, that's how we build something sustainable, “said one. Another
flagged dependencies on data, administrative infrastructure and decision-tree added: “We don’t need 15 different solutions; we need shared standards
logic that must evolve before solutions can scale (referring to an alignment of and clear consumer messaging.”

\\Ta rgeted Support from the contract-based world, into trust based).

/

©Pi Partnership 2025 All rights reserved.

13



Final thoughts from the authors

Hans-Christoph Hirt
Professional Trustee, Investment specialist

DA hhirt@pipg.co.uk
B3 Linkedin profile

It's concerning that many default strategies today become static at the
point of retirement, especially given limited member engagement.

From an investment perspective, decumulation should be a solvable
problem. The building blocks are already in place. The real challenge now is
designing default decumulation solutions that offer the best possible fit —
not a perfect one — for turning savings into income, based on the member
data available. CDC decumulation solutions may also provide a valuable
future option.

It's time for the industry to focus on this often-neglected stage of the

pensions journey: structuring defaults that deliver better retirement
outcomes for individuals.

Please do reach out to us with any thoughts or

comments about what you have read

©Pi Partnership 2025 All rights reserved.

Laura Johns, APMI
Governance and Member Engagement specialist

. DA liohns@pipg.co.uk
P 4 m LinkedlIn profile

From a member’s perspective, there’s a need and responsibility to engage and make informed
choices about retirement to achieve better outcomes. We know many people reach
decumulation with no idea of their pot size or options, but at retirement, a decision must be
made.

Providers and employers have a role in helping members listen through framing options in a
palatable way. | was particularly struck by providers' efforts to reframe retirement behaviour
and the “ostrich to wise owl” analogy. Behavioural nudges, visual modelling and decision-tree
tools are a strong start.

We need to take decisions out of DIY mode. Show me my options (and the numbers), side-by-
side, with pros, cons and implications. Let me see how | stack up against income benchmarks.
Targeted support, with clear signposting and structured pathways, can do the heavy lifting.
One to watch under targeted support will be how far providers can go in asking about areas
such as health, home ownership, risk appetite, and wider finances without tipping into full
holistic advice; easing the regulatory regime and clear perimeter guidance will be key.

We need a shared language that demystifies choice, not deepens it. Member education and
emerging defaults must work hand in hand. Hearing from providers about emerging solutions
has been very encouraging and suggests the industry is heading in a positive direction.
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Appendix 1 — Terms Explained (slide 4)

Default Investment Strategy Terms

Target Date Fund (TDF)

A TDF is a single fund designed with a specific retirement year in mind (the
“target date”). The fund’s asset allocation gradually becomes more conservative
as the target date approaches. All members retiring in the same year are
typically invested in the same fund, making this a simple, set-and-forget option.

Lifestyle Strategy

A lifestyle strategy follows a pre-set glidepath that gradually moves a member’s
investments from higher-risk growth assets into more defensive ones (like bonds
or cash) as they near their selected retirement age. This involves a series of
switches across multiple funds over time, rather than staying in a single fund as
with a TDF.

Static at Retirement

This approach follows a de-risking path up to a member’s selected retirement
date, at which point the asset mix becomes fixed. After that, no further switching
takes place. Members stay invested in the same portfolio unless they take
further action.

Glidepath at Retirement

Unlike the static approach, a glidepath-at-retirement strategy continues to shift
members’ investments after the target retirement date. The goal is to maintain
gradual de-risking to support decumulation needs, such as drawdown, and
manage sequencing risk during early retirement.

©Pi Partnership 2025 All rights reserved.

Retirement Options in DC Schemes

Annuity Purchase

An annuity converts a pension pot into a guaranteed income for life (or a fixed
term). Once bought, the terms are locked in; one cannot change or reverse the
decision. It provides certainty but no flexibility.

Drawdown

Drawdown allows members to keep their money invested while withdrawing
income as needed. It offers flexibility and the potential for growth but carries
investment risk and requires ongoing decision-making.

Partial UFPLS (Uncrystallised Funds Pension Lump Sum)

This option lets members take part of their pension as a cash lump sum.
Typically, 25% is tax-free, and the rest is taxed as income. The remainder stays
invested.

Full Cash Withdrawal

Members can take their entire pot as a lump sum. 25% is usually tax-free, with
the remainder taxed as income. This option risks poor long-term outcomes if not
planned carefully.

Blending Options

These options can be combined. For example, members might take part of their
pot as cash and use the rest for drawdown. However, annuity purchase is
irreversible once taken.
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Appendix 2 - Terms Explained (slide 9) T

Blended Solutions

Most blended solutions (see slide 16) combine products like drawdown, annuities and UFPLS to offer a mix of flexibility and income security. Many providers now favour a
"blending" mindset over a single-product path when it comes to designing a default solution. Examples include:

* Flex then fix - using drawdown for a period, then securing income via annuity.
e Jamjar pots - allocating different proportions of a member’s pot to specific purposes (e.g. income, emergencies, later life).

When using these as default pathways, providers are likely to set guiding assumptions, for example, at what age to switch to an annuity under a flex-then-fix model, or how
much of a pot to assign to each segment in a jam jar structure. However, members will typically retain the freedom to opt out or personalise their journey at any point, except
once an annuity has been purchased, which is irreversible.

Collective Defined Contribution (CDC) scheme

A CDC arrangement is a type of pension scheme where contributions from multiple members are pooled into a collective fund. This fund is then managed with the aim of
providing members with a regular income in retirement, rather than a pot to draw down flexibly. One of CDC's defining features is the smoothing of investment returns over
time, meaning individual outcomes are less volatile than in traditional DC schemes. CDC aims to solve the “longevity risk” challenge by providing income for life, offering
security and predictability, though it comes with reduced individual flexibility. The Royal Mail pioneered the UK’s first single-employer CDC scheme. The 2025 Pensions
Schemes Bill now permits multi-employer CDC arrangements, creating opportunities for providers like TPT, who plan to launch such schemes. There are two core types of
CDCemerging:

*  Whole-of-life CDC, covering the full pension journey from saving to retirement income.

*  Decumulation-only CDC, applying only from the point a member starts drawing income.

Target Date Funds (TDFs) / Glidepaths

Please refer to definitions set out on slide 16.
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Appendix 3 - Case Study One

TPT Managed Income for Life

“We are really excited to be first to market with our groundbreaking income for life product.

Our solution offers members a ‘simple and flexible way’to turn pension savings into monthly
income, so they can plan with confidence.

We believe that retirement income should last for life, respond to inflation and be easy to access
without expensive advice.”

Philip Smith, DC Director

TPT Retirement Solutions

©Pi Partnership 2025 All rights reserved.




ncome for life

A new DC decumulation solution designed to simplify
retirement income planning for savers

tp t | First-of-its-kind managead CASE STUDY

Our fully managed income for life* option offers a simple, easy-to-use solution for

members who prefer not to make investment decisions, carry out complex ( ‘
i i i i anaged monthly DCOE

calculations, or seek financial advice. e wsmone

gstimated managed income

£1,200

Members face complex decisions Our managed income option pays a monthly income
Whilst DC pensions provide a high and remains completely flexible. Members can:

degree of flexibility, members are often Make ad-hoc withdrawals and we’ll adjust

unprepared for the complex decisions their regular payments accordingly.

Easily manage their drawdown within

do not access financial advice and their account.

many are unsure where to invest their

pot in later life and how much to \/ Change their drawdown strategy or choose
withdraw to ensure it lasts. to purchase an annuity, at any time.

they face at retirement. Most members \/

*To age 95



Managed
t p t income for life

Retirement Solutions

How it works Managed _
. Extension
Investments

* Seamless transition from pension saving to income & income of TDF

withdrawal — Members remain invested in the sophisticated
default strategy used during the accumulation phase and

don’t need to change platform or provider.
Income

* Income for life* — We calculate a sustainable level of income, reviewed
paid monthly, which we aim to keep in line with inflation. The annually
level of withdrawals is carefully managed so that a member’s
pot lasts until age 95 or age 75 if they plan to buy a
guaranteed income (annuity).

Pot lasts
a lifetime

Later-life
* Managed for you — Members retain control of their pension annuity

pot while benefiting from a professionally-managed strategy option
that balances investment growth, income stability and
flexibility, and is reviewed annually.

* Fully flexible — Members can switch to another TPT drawdown Minimum
product, convert remaining savings into an annuity, or £30k before
combine options to suit their needs. tax- free cash

Dip-in
anytime

* Easy access — Through their online account.

*To age 95



Appendix 4 - Case Study Two

Aviva Guided Retirement Solution

“Looking ahead, it’s expected that the Department for Work and Pensions (DWP) will soon require
pension schemes to offer default retirement income solutions tailored to members’ individual
circumstances.

From 2027 for master trusts - and 2028 for all other workplace pension schemes - providers may
need to actively guide members toward the most suitable retirement option. If members don’t make
a choice, they could be automatically enrolled into a default solution.

At Aviva, we're preparing for this change with the development of our Aviva Guided Retirement
solution. This means we'll be able to offer a core solution that not only meets regulatory
requirements but also reflects what members have told us they want: a retirement journey that
offers both flexibility and security. With Aviva Guided Retirement launching soon, we'll be ready
with a tried-and-tested solution well ahead of the regulatory deadlines.”

Simon Ellis, Commercial Director

Workplace Savings at Aviva
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How do the Guided Retirement pots work?

Guided Retirement aims to help members plan their retirement income by splitting their retirement savings into three pots which
are designed to help them achieve a sustainable income throughout their retirement. The amount in all three pots remains invested.

These pots provide retirees with the flexibility of income drawdown in the early years and the security of a guaranteed income in the
later years, through the purchase of an annuity.

Retirement date Flexibility Annuity purchase date Secu rity
Your income 'WVVW. )

Aims to provide a flexible income during the early
years of retirement via income drawdown.

Guaranteed

9 Income Pot Used to purchase an annuity, providing a
N guaranteed income in the later years of
retirement.

®

This optional pot provides a bit extra for one-off expenses and emergencies throughout your
retirement, or until it runs out.

M AVIVA

Aviva: Internal



Guided Retirement — Pot Splits at Retirement

The starting point for the pot splits depends on the member’s age when they enter Guided Retirement. The example below shows how it
might work for person retiring at age 66.

The member can flex this to suit their needs, before entering the solution, as well as make changes throughout retirement, as their needs
change.

o .
25% Member assumptions:
Tax free
cash » Retires at age 66
* Takes a 25% tax-free cash lump sum
* Intends to buy an annuity at age 80
* Wants a consistent income over both
retirement phases
. *  Wants to include a 10% allocation to the
PenSIOn Occasional Spending Pot
Pot
75% .
Guided |:| Flexible Income Pot
Retirement I Guaranteed Income Pot

- Occasional Spending Pot

M AVIVA

Aviva: Internal



Pi ,
Partnershlp

Confident Modern Effective

We believe a well-governed pensions industry is a fundamental pillar of society to ensure secure incomes in retirement are
available to an engaged and well-informed membership. We are proud to contribute to this by delivering expert services to
trustee boards and employers and, through our employee-owned structure, provide a working environment that enable

team members to fulfil their potential and share in the success of the Pi business.

If you would like to discuss any of the details in this report, please feel free to reach out tc
enquiries@pipg.co.uk and we will put you in touch with one of our experts.

pipartnership.co.uk
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