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Introduction

Take up rates remain at historic low level over 2024

The take-up rate (percentage of quotations ultimately paid out) for quotations issued in the 6 months to
30 June 2024 - the latest period with complete payment data - was only 5%. This is the joint lowest half
yearly figure we have seen since we started our analysis 10 years ago. Since 2017, when take-up rates
were at a high of 29%, we have seen take-up rates decrease year on year.

The low take-up rate coincides with low average transfer values. For quotations provided in the 6 months
to 30 June 2024, the average transfer value paid was £149,000, which is the second lowest half yearly
figure we’ve seen since we started our analysis in 2014.

Additionally, in 2024, the average quoted transfer value was £155,000 - this is the lowest figure we've
seen since we started our analysis.

LCP’s administration teams issued quotations for only 3.8% of non-pensioner members in 2024. This is
the third lowest figure since 2014.
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*note that the transfer payment experience goes to 30 June 2024 for 2024, as experience is still emerging

Average take up amounts have fallen below average quotation amounts
for the first time

The main reason for the fall in take-up rates over the last 2 years is likely to be the sharp rises in gilt yields
and the subsequent falls in transfer values. This dramatic fall in transfer values means that the option to
take a transfer may now look a lot less attractive to members than it did a few years ago. Especially for
those members who might have received a previous transfer value quotation or illustration and can see
that the value has fallen sharply.

The average transfer value paid over the 12 months to 30 June 2024 is £147,000, this is the lowest annual
figure since we started our analysis in 2014, and compares to an average transfer value for quotes issued
in the same period of £151,000.

Historically, the average transfer value taken has been higher than the average transfer quoted, as it tends
to be members with higher value benefits who take a transfer value. As can be seen from the chart above,
both the average transfer quoted and transfer taken have been trending down since 2021, and for the first
time the average transfer quoted is higher than the average transfer value paid.

Recent changes to inheritance tax rules could see take-up rates reduce even further going forward,
particularly for members with higher value pensions as, from April 2027, pension funds will be included in
the value for inheritance tax purposes - where previously they were excluded.
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Projected IHT revenue from pension wealth
Inheritance tax (IHT) is a tax on the estate of someone who has died. The tax is only levied if

the value of the estate is above a certain threshold. The Chancellor recently announced that £4.5bn

pension wealth will no longer be exempt from IHT. From 6 April 2027, unused DC pension £4.0bn

pots will count towards IHT as part of an individual's estate (currently they are excluded). This £3.5bn

change will not impact DB members explicitly, but there is a potential impact if DB benefits are £3.0bn S,?,eri?géesems

transferred to a DC pot — which may well reduce the attractiveness of transferring for £2.5bn pensions not oo ot 1T
individuals with higher value pensions. £2.0bn from transfers revenue from
The chart below shows the number of historic transfers over £500k administered by LCP that LA DB to DC
proceeded to payment each tax year. We have highlighted the proportion of these transfers 2ALfem I I I tzrgr;zgerrss over
that were above £500k as it is plausible that these transfers will count towards inheritance tax £0.5bn l ' l

(IHT) under the new rules. From 2016 to 2022, as transfer activity in the UK peaked, £0.0bn @D @ O 9 & @ o ®m ® @ @ e 9 & @ < ® @
approximately 1 in 4 transfers proceeding to payment exceeded £500k. We have highlighted T g geggegee22sy s s s Y3
the high take-up rates and high average transfer value amounts taken over this period in § § § § % § g § g § g § § § § § § § § §
previous publications. In contrast, LCP only administered 7 DB to DC transfers in 2024 that

were above £500k. mmmm OBR projections (all pensions) LCP projections (DB to DC transfers only)

Historic DB to DC transfers per tax year The chart above shows a projection of the expected revenue that will be collected by UK Government in respect of

1,000 UK-wide DB to DC transfers. Our model projects forward to 2047 using the assumptions stated below. We have
900 extrapolated LCP data to assess UK-wide estimates. Our model indicates that the aggregated inheritance tax
800 collected in respect of DB to DC transfers alone will exceed £35bn over the two decades as the DB transfer
700 generation gets older.

600 The OBR figures show the projected revenue from inheritance tax on all pension wealth. Our model only includes
500 revenue collected in respect of DB to DC transfers.
400
300 Assumptions:
200 * Someone with a DC pot of £500k and above also has ¢.£500k in other assets
100 » DC pots grow at a nominal rate of 7% pa
a l I I » Funds are withdrawn from DC pots at a rate of 4% pa
0 — = ~ e LCP administer ¢.1% of DB to DC transfers in the UK each year
2828833885883 002323533338 8¢% » The existing IHT thresholds remain in place over the projection period
N AN AN ANANNNNNNNNNNNNNNNNNNNNAN * Revenues are smaller in 2027/28, due to delay from a 2027/28 death to HMRC receiving revenue
® Transfers above £500k Transfers less than £500k
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Pulse member website n
In 2019 LCP launched Pulse where members can view live information about their benefits, including an L‘ P powering

illustrative transfer value. In addition to providing an improved service to members, it was anticipated that this possibility
would reduce the number of guaranteed quotes requested and lead to higher take-up rates, as members who
may previously have speculatively requested a guaranteed quote — without much intention of transferring —
would now instead use the website to view their illustrative transfer value. We have analysed the quotation and
take-up rates since 2021 and compared the quotation rates and take-up rates for schemes with and without a
live member website.

Lower quotation rates and higher take-up rates for members with access to a live
illustrative transfer value

From the chart below we can see that the quotation rate per 1,000 has been consistently lower, and the take-up
rate has been consistently higher for schemes where members are able to view their illustrative transfer value
on a scheme website. In previous quarters the take-up rate has been double, for example in Q4 2022 the take-
up rate was 25% for schemes with a live member website and 8% for schemes without a live member website.
In recent quarters the take-up rates have started to converge as there has been a decline in the overall take-up

Transfer value take-up rates Transfer values quotation rates per 1,000
rate.
Transfer value take-up rate since 2021
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Transfer values quotation rates per 1,000 deferred members since 2021 *note that the transfer payment experience covers the 12 months to 30 June
20 As mentioned earlier, LCP’s administration team issued quotations for only 3.8% of all non-pensioner members

in 2024. This is broken down into 2.8% for non-pensioner members who are able to view their illustrative
15 transfer value using Pulse, and 5.2% for non-pensioner members without access to a live illustrative transfer
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5 The take-up rate for all quotes issued in the 12 months to June 2024 was 6%. This can be broken down to give
a take-up rate of 8% for members with access to a live illustrative transfer value and 4% for members without
0 access. The overall decline in take-up rates since 2023 is reflected in both schemes with a live member website
Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 and schemes without.
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Demographics

Transfer value quotations in year to
31 December 2024

Quotation rates continue to be highest for those aged 55 and
over. Under 5% of members aged 55 and over requested a
transfer quotation in the year to 31 December 2024, compared
to over 2% of members aged below 50.
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Transfer values taken in year to 30 June 2024

7% of quoted transfer values proceeded to payment for those members aged 55
and over, compared to 6% of all transfer values quoted in the 12 months to 30
June 2024. Only 2% of transfers quoted to members aged between 50 and 54
were taken over the same period. As a proportion of all quotations in the year
which were then paid, 81% were paid to members aged 55 and over and 9%
were paid to members aged between 50 and 54.
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If you would like further information, please contact your usual LCP adviser or one of the people below.

Partner Partner Consultant Associate Consultant

bart.huby@Icp.com
+44 (0)1962 872711

morgan.llewelyn@Icp.com
+44 (0)2074 326657

avneet.qgill@lcp.com
+44 (0)1962 454433

jim.little@Icp.com
+44 (0)1962 873363

At LCP, our experts help to power possibility by navigating you through complexity Lane Clark & Peacock LLP
to make decisions that matter to your business and to our wider society. We are London, UK
powered by our desire to solve important problems to shape a more positive future. Tel: +44 (0)20 7439 2266

We have market leading capabilities across pensions and financial services,
insurance, energy, health and analytics.

enquiries@Icp.uk.com
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Lane Clark & Peacock LLP Lane Clark & Peacock Ireland
Winchester, UK Limited
Tel: +44 (0)1962 870060 Dublin, Ireland

enquiries@Icp.uk.com

LCP is a limited liability partnership registered in England and Wales with registered number OC301436. LCP is a registered trademark in the UK and in the EU. All partners are members of Lane Clark & Peacock LLP. A list of members’
names is available for inspection at 95 Wigmore Street, London, W1U 1DQ, the firm’s principal place of business and registered office. Lane Clark & Peacock LLP is authorised and regulated by the Financial Conduct Authority for some
insurance mediation activities only and is licensed by the Institute and Faculty of Actuaries for a range of investment business activities. © Lane Clark & Peacock LLP 2025

https://www.lcp.com/en/important-information-about-us-and-the-use-of-our-work contains important information about LCP and LCP Delta (including LCP's regulatory status and complaints procedure), and about this communication (including

limitations as to its use)
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