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Liquidity in defined contribution pensions
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Nest has historically resisted
proposals to make UK retirement
accounts accessible, due to
leakage, admin costs and limited
evidence it increases participation

This has been thrown into focus by
the covid-19 crisis, and the risk
that people need to access
pension savings at a time when
asset prices are low



The Nest population
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Short and long-term financial wellbeing

UK pensions are illiquid, but there are strong connections with short-
term financial needs

Retirement
Ceasing iIncome as a

Mental
accounting —

contributions function of
to service debt working age
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how are
contributions
funded?
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How does the sidecar model work?

‘ SAVINGS CAP
L

Emergency Pension
Fund pot
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Where are we now?



Nest Insight’s sidecar savings trial

Does creating a link between liquid and illiquid savings create an appropriate balance
of overall liquidity, and enhance the financial wellbeing of savers?

How do workers Has sidecar had a positive
use the emergency account? impact on financial resilience
How much do they save? and wellbeing?

How many workers
sign up? Who signs up?
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The savings tool being offered in the trial is Jars

SAVE TODAY,
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Get started

To get started, please select the amount you want
m each payslip and the frequency of
o

Ameunt you want fo save from each payslip

£50

Select how often you get paid
Monthly

After 1 year you could have saved

£600

SF Sgnin

Set a savings target

Decide how much you want 1o build up in savings,
before you start making confributions info your
pension.

If you don't have a pension, you can Skip T

Savings farget

£1,000
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YORKSHIRE
BUILDING
SOCIETY

Savings Bolance

£675.89

Your nest doduction wil ba trads on 289 June 20

Savings Seftings
Have a question?

Check oul ou P40 for more information

Monttiy Savings smount

Savings farge!

Yorkshire Building Society




Jars will be offered to over 75 000 employees

“The University of Glasgow is extremely supportive of staff financial wellbeing and the idea that a sidecar savings
scheme could assist people to save a little extra for their retirement and still have a ‘rainy day fund’ for immediate
emergency access was very appealing”.

Retalil

5000
employees

Launch:
Q3 2019
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Education

1500
employees

Launch:
Q4 2019

Telecomms

67,000
employees

Launch:
Q1 2020

Logistics

1500
employees

Launch:
TBC

Media

2800
employees

Launch:
TBC

Charity

1500
employees

Launch:
TBC



We will measure the outcomes for two years
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What next?

Complete employer implementations and first stage research

Responding to the covid-19 crisis

Exploring regulatory easements to enable auto enrolment trial with at
least one employer

Exploring sidecar-like structures as part of our DWP-funded work on
the self-employed

Provisional discussions about financial incentive componentin a
future wave
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Potential impact

Advice and guidance about implementation and scalability —
supporting take-up in the industry

Potential public policy applications:
Regulation to make it easier (e.g. AE)

As a component of debate about increasing minimum contributions
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