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Beware the cost of delay!

Annuities

Are you planning to wait a while before taking your pension income? Perhaps to allow your fund 
to grow further, or because you think rates might improve in the next year or so? If so, you should 
consider how much income you could be missing in the meantime. 

Delaying your decision for even one year can have a significant effect on how much income you 
ultimately receive.

Consider this example:

John is aged 65 with a fund of £100,000 to buy an annuity. He is undecided whether to secure it
today or delay the purchase for 12 months.

The annual income he could expect by buying today or deferring for 12 months is shown below:

If John deferred buying his annuity for 12 months, assuming his fund grew by 5% (to £105,000),
he would then receive £7,588.20 per annum - an extra £362.04 a year for the rest of his life.

However, by deferring to age 66, John would not have had the benefit of the first year’s income of
£7,226.16 .

By deferring for 12 months, John would have to live for over 19 years to make up for the £7,226.16
not received between age 65 and age 66.

It is impossible to be certain which way investment markets will go over the coming months and 
years, and the same goes for annuity rates. What is certain though, is that many people need the 
certainty of a secure income in retirement. Whilst deferral may be an option, it is not certain to be 
beneficial.

Commencing now at age 65 Delay commencing until age 66

£7,226.16 per annum* £7,588.20per annum*

Total income of  

£72,261.60 to age 75

Total income of  

£68,293.80 to age 75

OR
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*Illustration based on a male aged 65, with a £100,000 fund, single life, no guarantee period, no
tax-free cash, postcode PE7 8JB, compared to the best annuity rates offered via the Retirement Line
portal on 28th Nov 2022. For the purpose of this illustration, we assume that annuity rates have
remained constant and assume no qualification for higher enhanced rates due to adverse medical
conditions.

For more information or to request an illustration, please call our Annuity Specialists:  
 
0800 652 1316 or 01733 307 200 or email enquiries@retirementline.co.uk
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