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The Basics

We all have excuses about why we’re not better 
with money. It’s boring. We don’t have enough of 
it. We’ll do it tomorrow. After we go on the raw 
food diet and practice mindfulness. Cough.

Women are particularly missing out. About 
2.5 million women have a personal pension 
compared to about 4 million men. Why is this? 
It’s not like you need caveman-like strength 
to open an online pension. Add in the gender 
pay gap and career breaks for family reasons 
and British women are not looking after 
themselves properly...

And none of us can rely on the State to look  
after us. Who know what will happen to pensions 
policy and to even qualify for the full State Pension 
you need to have at least 35 years of work under 
your belt. 

Here’s something to think about. If you are 40, and 
you save about £100 a month into a pension, with 
all sorts of assumptions and mental whirring, that 
might build up into a pot of £50,000 by the time 
you’re 65. 

Give us 5 minutes and we’ll share the whys/hows 
and whos of this exciting little world of pensions!

Guide to Private Pensions

Let’s just get the excuses over and done with:

• My other half does it

• I don’t understand it

• I’m not old enough

•  I can’t save that much
so what’s the point

• I’m not rich enough

• Masterchef is on telly

• It’s sooooo boring

• I was never any good at maths

• I haven’t got time

• The State will look after me

no-one normal likes 
sorting out a pension!

ladies are losing out
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What’s a pension / Should I bother

A pension is a pot of money that you, your employer 
and the government pay into, to provide for you in your 
retirement. New rules introduced in the 2014 Budget mean 
you can generally start accessing your personal pension pot 
when you reach 55, taking funds from the pot whenever 
you like, although there may be tax implications.

Big reason to bother!  

What have I already got in place?

There are many different types of UK pension schemes in 
existence today. While the aim of each is to provide you 
with a fund for your retirement, they work in different 
ways. This guide is all about Personal Pensions, but you 
should also read our guides on Retirement Income as there 
are three main parts of your retirement income shamrock:

- Your personal stuff

- The workplace stuff (through an employer)

- The State Pension

First things first, if you already have a pension scheme (or 
have been a member of a pension scheme in the past), 
it’s important to find out what you already have in place. 
Loads of us lose track of what we have and throw all those 
boring looking bits of paper away. If this is you, then try and 
write down everywhere you have worked and track down 
those pensions. Start with places you worked at for longest 
as you’ll likely have the most there. You can find pension 
contact details through the government website to help 
you try and trace lost pensions. If you can remember where 
you worked and can find current contact details, try and 
speak to their HR teams and see where your pension is.

It’s an important job to do. You need to work out how much 
you’ve got AND where it all is. The longer you leave it, the 
harder it gets to trace.

The big bonus with a pension is the tax advantage – you 
get tax relief on pension contributions. Don’t roll your eyes 
and switch off – think of this like a bonus. The Government 
is patting you on the head for being a good citizen and 
saving for your future so you don’t act like a drain on the 
State when you’re older. So they let you save a chunk of 
money every year into your pension and they top it up with 
a bonus for you. 

Basic-rate taxpayer? Stick in £80 and you’ll get £20 added 
by the Government. 

Higher-rate taxpayer? Stick in £80 and you’ll get £20 added 
by the Government AND you can claim an extra £20 back 
on your tax return. Pat pat. 

When you reach 55 and you want your cash, you can take 
25% of your entire pension pot as a tax-free lump sum.

How much can I pay into a pension?

The maximum amount you can pay into your pension 
scheme in a tax year for tax relief purposes, assuming you 
are earning more than £3,600 per annum, is 100% of your 
earnings, subject to the annual allowance. The current 
annual allowance for most people is £40,000. For most 
mortals this is loads. 

The rules for higher earners are more complex. From April 
2016, anyone whose total income is over £150,000 a year, 
will get a reduced annual allowance. For every £2 earned 
above £150,000, the allowance tapers down by £1, 

resulting in anyone earning over £210,000 receiving an 
annual limit of £10,000 in tax relief.

Don’t be put off by these high numbers. You can also start 
a pension with a direct debit for a relatively small amount 
such as £50 a month – sometimes less. It really is worth 
starting as early as you can – even if you think that your tiny 
little dribbles won’t make much difference. 

http://www.gov.uk/find-pension-contact-details
http://www.gov.uk/find-pension-contact-details
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The Lifetime Allowance

Higher earners take note – the Lifetime Allowance from 6th April 2018  
is £1,030,000. This means there is no point in saving more than this into a 
pension before you retire or you get taxed to the max. 

Although this lifetime limit sounds like loads, if you start saving early and 
your investments do well, it could impact you. Middle managers in the 
public sector, for example, are not immune! A senior teacher? High up the 
healthcare career ladder? Worth thinking about whether this will impact you.

If you’re 40 now, and saving into stocks and shares in your pension, 
don’t forget to factor in stock market growth! For example, £300,000 over 20 
years with an average return is not far shy of £1,030,000...

Self-invested personal pensions (SIPPs) 

What type of pen-
sion do I invest in?

Now you have to work out what 
kind of pension to save into. 
Find out about your workplace 
pension – your employer will 
be paying into this as well so it’s 
certainly worth participating in. 
Assuming you’re setting up a 
saving scheme in addition to your 
employers’ scheme, then it is 
worth finding out about SIPPs.

Charges broken down

There are three basic elements to 
the charging structure:

•  Admin Fees – annual charge
for providing the SIPP (that’s
the pot you stick all your
pensions savings into). This
will usually be between 0.35%
and 0.5% each year.

•  Dealing Charges – fees
charged when buying or
selling funds or shares. It’s
normally about a tenner to
buy a share and buying funds
is usually less or free.

•  Fund manager fees – an
annual charge from the fund
manager for managing your
investments. This is usually
about 0.75% every year.

A Self Invested Personal Pension (SIPP) provides wide investment choice 
and flexibility if you want it.  

Gone are the stuffy pensions of old where you sit on hold for ages, haven’t 
a clue where you money is – and get some hopeless 20 page statement 
once a year which makes no sense to anyone. 

SIPPs are generally modern, online pensions which offer decent value and 
choice – or hand-holding if you’re not sure what to invest in. Don’t forget 
that the pension itself is just a ‘storage box’ which keeps your pension 
money separate from your other savings, and kept aside until you retire. 
The interesting bit is you get to choose what investments or assets you put 
into this box – it’s your money so you get a say in the matter. 

As a general rule of thumb, you’ll pay about 1.00% a year to 1.4% a year for 
this SIPP service. £10,000 saved in your DIY SIPP? Should be about £100 - 
£140 a year in fees which is OK.

If you have retired and are drawing money out of your 
DIY pension, there are almost always extra charges to do 
this. Don’t forget to read up on these – some providers 

are like RyanAir and charge you for every peanut.
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Finally how do I pick one?

• Visit the Best Buys section of our site for our current
top picks and also to see what other investors make
of different pension providers.

• You'll pick a pension provider. And then work out
what investments to put in it.

• Don't worry if you're not a confident stock market
whizz. We'll point you to providers who offer you
ready-made pension solutions.

Here are the web links in full:

Find pension contact details

Personal pension Best Buys 

www.gov.uk/find-pension-contact-details 

www.boringmoney.co.uk/best-buys

we'll tell you who 
we rate and why

www.boringmoney.co.uk/best-buys
www.boringmoney.co.uk



