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Stephen Lowe, group external affairs and customer insight director at Just Retirement, says 

the research highlights the need for people to be clear about the consequences of making 

withdrawals. “It's your pensions cake but the taxman may want a big slice," he says. 

"People are rightly excited and seeing the possibilities the new rules create, but they have to 

open their eyes to the pitfalls too. There’s a tax trap waiting to catch the unwary – take care 

not to get snared.”  

SavvyWoman and Just Retirement were keen to understand whether people have a basic 

understanding of what size of pension withdrawals might tip them into higher rate tax. When 

asked how much other income someone intending to withdraw pension money could have 

before facing higher rate tax, a quarter (26%) wrongly chose a higher income, one-in-ten 

(9%) too little and nearly a third (30%) had no idea.i 

When asked the question in reverse – the amount of pension someone on average 

earnings3 could withdraw without facing higher rate tax – there is an even lower level of 

knowledge. Under one-in-five (19%) chose the right answer and more than four-in-ten (42%) 

don’t know.ii 

Sarah suggests three ‘dos’ for all those keen to avoid triggering hefty tax charges: 

 Do take your time – ask yourself what is the rush to get your hands on the money? 

 Do take the free guidance on offer from Pension Wise and talk to an independent 

financial adviser if you want a plan tailored to your own needs 

 Do make sure you know exactly how much tax you would pay on any lump sum you 

withdraw from your pension before you take the money out.  

“Simply spreading withdrawals over a number of tax years could save thousands while 

keeping the remainder growing in a tax-free environment but still accessible if you to need 

it,” says Sarah Pennells. 

“There is a danger that some actions that seem like financial good sense such as taking 

pension money to pay off a mortgage or give lump sums to children could end up handing a 

large slice to the taxman unnecessarily.” 

The YouGov research also shows that attitudes change when people understand how much 

tax they will pay on money they take out.  The number who say they are “very” or “fairly 

likely” to withdraw their whole pension fell from 17% to 11% after being asked a few 

questions about the tax consequences. 

Ends 

For further information, please contact: 
 
Just Retirement:        0173 782 7301 
Stephen Lowe, Group External Affairs Director 
 
Temple Bar Advisory:        078 2796 0151 
William Barker 



 
 

 

Notes to Editors 

1. 56% of respondents who described themselves as “very likely” to withdraw the total value 

of their defined contribution pension the first time of asking  were then either ‘fairly likely’, 

‘not very likely’ or ‘not at all likely’ to withdraw the total value of their defined contribution 

pension or answered ‘don’t know’ when asked later in the survey; 

 

a. “From April 2015, from age 55, whatever the size of a person's defined contribution 

pension, people will be able to withdraw from their pension how they want, including 

withdrawing the whole amount in one lump sum.  

How likely, if at all, do you think you would be to ever withdraw the total value of your 

defined contribution pension (i.e. either while you were still working or when you retire)?”  

 

b. “Under government proposals, due to come into effect from April 2015, you will be able 

to take up to 25% of your pension tax free and withdraw the remaining 75% in stages or 

as one lump sum... 

Based on the information in previous questions and above, how likely, if at all, would you 

be to withdraw the total value of your defined contribution pension?”  

 

2. £29,000 for a 50-59 year old in full time employment according ONS Annual Survey of 

Hours and Earnings, 2013 Revised Results (19 Nov 2014), Table 6.1a   

3. £25,000 for a full time employee according ONS Annual Survey of Hours and Earnings, 

2013 Revised Results (19 Nov 2014), Table 6.1a   

 

About the research 

All figures, unless otherwise stated, are from YouGov Plc.  Total sample size was 1,519 

adults aged between 54 and 65 years old. Fieldwork was undertaken between 13th and 19th 

March 2015.  The survey was carried out online. The figures are a non-representative 

sample of adults aged between 54 and 65 years old. 

About SavvyWoman 

SavvyWoman.co.uk is the UK’s leading finance website for women and was launched by 

Sarah Pennells in 2009. It runs free financial events as well as producing online text and 

video content for users and a newsletter for subscribers.  

 



 
 

 

About Just Retirement 

Just Retirement (Holdings) Limited was founded in 2004 and in November 2013, following a 

successful initial public offering,  Just Retirement Group plc was admitted to the main market 

of the London Stock Exchange. The Group provides products to those at or in-retirement, 

these include individually underwritten guaranteed income for life solutions, care plans, 

lifetime mortgages and defined benefit de-risking solutions. 

 

                                                            
i Question text as follows: 
Please imagine you have £40,000 pension savings and plan to take it all at once as a lump sum after 
April 2015. A quarter will be tax-free but the remaining £30,000 is taxable. How much other income 
could you receive (i.e. from State Pension, wages etc.) in the same tax year before you start paying 
higher rate tax at 40%? 
£2,384  
£12,384 – correct answer 
£22,384  
£32,384  
£42,384  
None of these 
Don’t know 
Not applicable – the tax you pay on your pension isn’t affected by your annual income 
 
ii Question text as follows: 
Please imagine your annual income (e.g. state pension or working income) is £25,000. …From April 
2015, how much of your pension savings do you think you could take out all at once before you start 
paying higher rate tax at 40%? 
 £13,179  
£23,179 – correct answer 
£33,179  
None of these 
Don’t know 
Not applicable – the amount of income tax you pay isn’t affected by your pension  
 


