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PENSION

What is pension?

A pension is:
« Money set aside over many years
« Used when you retire or reduce work
« Often supported by your employer and the government (via tax relief)

You usually can’t access it until later in life, which helps make sure the
money is there when you really need it.

How pensions typically work

Most pensions follow this pattern:

1. You contribute
A portion of your salary goes into your pension.

2. Your employer often contributes too
Many workplace pensions include employer contributions.

3. Tax benefits

Pension contributions usually receive tax relief, so they cost you less
than normal savings.

4. The money is invested
It's invested (e.g. in funds, shares, bonds) so it can grow over time.

5. You access it later
When you reach retirement age, you can:

o Take regular income
o Take some as a lump sum
o Or combine both

Main types of pensions (high level)

1. State Pension
« Paid by the government
o Based on your National Insurance record
« Provides a basic income, not usually enough on its own

2. Workplace / Employer Pension
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o Set up by your employer

o Contributions from you + employer

e« Very common in the UK

o Often a Defined Contribution (DC) pension
3. Personal / Private Pension

o Set up by you personally

« Useful if you're self-employed or want to save extra
Two important pension models

Defined Contribution (DC)

e You build a pot of money

« Final value depends on:
o How much you contribute
o Investment performance

« Most modern workplace pensions are DC
(this is also what many large firms use)

Defined Benefit (DB)
« Pays a guaranteed income in retirement
» Based on salary and years of service
o Less common now, mostly older schemes

Why pensions matter

o People live longer, so retirement can last 20-30 years

o The State Pension alone is usually not enough

o Starting early makes a huge difference due to compounding
« Employer contributions are effectively “free money”

UK Pensions - The Big Picture

In the UK, retirement income usually comes from three layers:

1. State Pension - from the government
2. Workplace Pension - via your employer

3. Personal Pension - arranged by you (optional, top-up)

1. State Pension (baseline, not enough on its own)

=

®

info@ytt-consulting.com y tt-consulting.com H/O: London | UK B/O: Hanoi | Vietham




MYTT.
Strategy and Sustainability

What it is
« Paid by the UK government
o Based on your National Insurance (NI) record

Key points
« You normally need 35 qualifying NI years for the full amount
« Paid from State Pension age (currently late 60s, rising over time)
« It provides a basic income, not a comfortable retirement

= In practice, the State Pension is a foundation, not a full solution.

2. Workplace Pensions (the most important for most people)

A workplace pension is set up by your employer and is the main retirement
vehicle for most UK employees.

How UK workplace pensions work
e You contribute a % of your salary
« Your employer also contributes
o Contributions receive tax relief
« The money is invested in a pension pot
o At retirement, you access that pot flexibly
Most UK workplace pensions are Defined Contribution (DC) schemes.

Auto-enrolment (UK-specific)

By law:
« Employers must automatically enrol eligible employees
e You can opt out, but most people shouldn’t
Auto-enrolment ensures:
« You save consistently
» You receive employer contributions
« You benefit from tax relief

Defined Contribution (DC) — what this really means

In a DC scheme:
« There is no guaranteed income

e You build a pot of money
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« Final outcome depends on:
o Contributions
o Investment growth
o How and when you withdraw it
This is the standard UK model today.
Employer contributions (the key advantage)
This is why workplace pensions are so powerful:
« Employer contributions are extra pay you only get via a pension
« If you don't participate, you lose that money
« No personal pension can replicate this benefit
Some UK employers also offer salary sacrifice, which:
« Pays pension contributions directly from salary
o Can reduce National Insurance
« Improves tax efficiency
When you can access a workplace pension
« Normally from age 55 (rising to 57)
e You do not need to stop working
o Options include:
o Tax-free lump sum (up to a limit)
o Flexible drawdown

o Combination of both

Pros and cons of workplace pensions

« Employer contributions o Limited investment choice
(huge) (sometimes)
« Tax-efficient o Tied to employment (though

transferable)

« Simple and automatic

« Often low fees due to
scale
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3. Personal Pensions (your own, flexible top-u

A personal pension is one you set up yourself, independent of your
employer.

What counts as a personal pension
Common UK types:
« Personal Pension
o SIPP (Self-Invested Personal Pension)
They all work under the same tax rules.
How personal pensions work
« You contribute from your net pay
« The provider claims basic-rate tax relief for you
« Higher-rate relief is reclaimed via your tax return
« Money is invested
« You access it under the same pension rules as workplace pensions
When personal pensions make sense
Personal pensions are useful if:
« You want more investment control
« You want to save more than your workplace allows
» You change jobs frequently
« You're self-employed
« You want to consolidate old pensions

They are usually not a replacement for a good workplace pension—they
are a supplement

e Full control over provider « No employer contributions
and investments

» Flexible contribution « You must actively manage it
levels
e Portable and independent e Fees vary widely

of employment

Workplace vs Personal Pension — UK Comparison
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Feature Workplace Pension Personal Pension
Employer contributions 2 Yes X No
Auto-enrolment 2 Yes X No

Tax relief 2 Yes 2 Yes

Investment control i Limited & Full

Effort required & Low X Higher

Best used for Core retirement saving Top-ups & flexibility

How much should you contribute towards pension?

Follow the steps below:
Step 1: Lock in the “"hon-negotiable” minimum
Always contribute enough to get the maximum employer contribution
Why:
« Employer pension contributions are extra compensation

« If you don't contribute enough, you lose employer money

Step 2: Understand your “total contribution rate”
In the UK, many well-funded retirements are built with 15-25% of salary

going into pensions over time.
Step 3: Use a simple age-based benchmark (UK-appropriate

This is a decision guide, not financial advice:

Career stage Sensible total pension contribution
20s 10-15% of salary

30s 15-20% of salary

40s 20-25% of salary

50s+ 25%+ if affordable

If your employer already contributes heavily, your personal contribution
may be lower to hit the same total.

Step 4: Decide your personal contribution
Work backwards:
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1. Check your employer %

2. Decide your target total %

3. Top up the difference
Example

o Employer contributes: 10%

o Target total: 20%

e Your contribution: ~10%

Step 5: Use salary sacrifice where available (UK tax efficiency)

If salary sacrifice is available, pension contributions become cheaper than
they look.

Step 6: Know the UK limits

e You can contribute up to 100% of earnings

« Tax-relieved pension saving is capped by the Annual Allowance
(£60,000) for most people

« Salary cannot fall below National Minimum Wage

Step 7: A very practical decision formula
e Contribute enough to get the full employer match

e Then ask, can I comfortably increase by +1-3% without lifestyle pain?
Step 8: Bonus & lump sums (optional accelerator)

UK employees can often:

« Pay some or all of a bonus into pension
« Make one-off lump sum contributions
« Do this via the pension porta

Summary:

In the UK, the right pension contribution starts with maximising employer
contributions, then building toward a total contribution of roughly 15-25%
of salary over your career. Salary sacrifice makes pension saving cheaper
than it looks, and small increases—especially early—matter far more than
perfection. Your goal isn’t to maximise contributions, but to avoid
under-saving while life is busy.
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