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Background

Individual Savings Accounts & Lifetime
ISAs as part of retirement planning



ISA savings by age

Number of individuals with ISAs (000's)
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ISA savings by age

Source: HM Treasury statistics
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Overview
LISA design



LISA - design
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Under 40s can Flexibility - for first Contribute from
save until 50 home or retirement net pay, tax free to
withdraw
S 2
Max £4000 p.a. - Earlier access but -
£1 for every £4 penalty if drawn ;%@i institute
from Govt before 60 ,@\ grf\ic':?ucaurliteys




Looking at the options
285

Retirement income
Purpose

Short- medium
term savings

House deposit
Retirement savings

_ Tax and NI efficient
Benefits Employer

contribution

Tax efficient

Government uplift
Tax efficient

Lump sum efficiency Low
(at withdrawal)

High

High
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The consumer view
Where does LISA fit?



Choice for the consumer

Pension

Which savings route should |
take?

What is my investment strategy?

Will I lose free employer money if
| take a LISA out?

Do | understand the impact of
early withdrawals?

Who can help me make these
decisions?

Can it help maximise lifetime

savings? ,%5
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Our survey results on LISA

* 61% of under 40s are considering opening a LISA

* 68% of under 40s would pay into a LISA as well as a pension

Research undertaken by Opinium. Fieldwork undertaken between 30 September and 6
October 2016 surveying 1,000 UK adults

 First day account openings:
— Hargreaves Lansdown reported 3,349 LISA applications
— Nutmeg saw 1,217

— The Share Centre said “several hundred” accounts
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The provider view
Where does LISA fit?



Initial provider concerns

Lack of certainty

Will there be consumer demand

Administrative difficulties

Cash or Stocks & Shares

Advice

| HM Treasury

Lifetime ISA

Save up to £4,000 each year, and receive a government bonus of
25% ~ that’s a bonus of up to £1,000 a year. You can use some
or all of the money to buy your first home, or keep it until you're

60 - it's up to you.

opan a Lifetime ISA account batwean the agas of 18 and 40, and any savings
¥ou put into it before your 50th birthday will receive an added 26% bonus from
the govemnment

accounts will be available from Apel 2017

there s no mavimum monthly contribution — you can save as ittke or as much "
as you want aach month, up to £4,000 a year

the total amount you can save each year into all ISAS will also be increased verniment
from £15,240 to £20,000 from Apel 2017 I

use it to save for a first home

your savings and the bonus can be usad towards a depasit on a first
homa worth up to £450,000 across the country

accounts are limited to ana per person rather than one per home - so
two first time buyers can both recaive a bonus when buying together ¥ ‘*

if you have a Help to Buy: ISA you can transfer those savings into the
Lifetima ISA in 2017, or continue saving into both - but you will only be
abio to use the bonus from one to buy a houss G

use it to save for retirement

after your 60th birthday you can take out all the savings tax-free

you can withdraw the monay at any time before you tum 60, but you
wil losa the government bonus (and any interest or growth on this).
You will also have 10 pay a 5% charge
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LISA —a meaningful role in long term savings
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== ~a00
Invest £4,000 pa from Boosted by bonus and Additional retirement
age 25 to 50 2.5% pa returns savings of £220,000
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Questions

Expressions of individual views by members of the Institute and Faculty
of Actuaries and its staff are encouraged.

The views expressed in this presentation are those of the presenter.

Institute
and Faculty
of Actuaries

25 April 2017 14



