@nslght

Nudge or engage? -

Matthew Blakstad, NEST Insight




Legal information e
—_ ///

e e—————

© NEST Corporation 2017. All rights reserved. This information doesn’t constitute financial,
Investment or professional advice and shouldn’t be relied on.

We don’t make any personal recommendation or give advice to employers and their workers
on how to make investment decisions. If you’re considering using NEST you might want to
talk with an appropriately qualified financial adviser.

We don’t give any undertaking or make any representation or warranty that this document is
complete or error free. We don’t accept responsibility for any loss caused as a result of any
error, inaccuracy or incompleteness.

Any form of reproduction of all or any part of these slides is not allowed.
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~What is NEST Insight?

* An in-house research unit set up by NEST to help
address the challenges facing NEST members and
the new generation of defined contribution savers

lnslght « Working in partnership with global academics,
policy makers and industry

« Funding from grants and sponsorship
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~ Human biases

Rewards
tomorrow

@ Good health

Higher
future income
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Rewards
today

@ Unhealthy
lifestyle

‘ Spending
more money



Moderador
Notas de la presentación
Our short-term bias makes us do things with an immediate reward and our short-sightedness makes us discount future benefits
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_Educate or nudge?

r

The ‘old’ way -
Informed choice

The challenge
Low financial literacy
Asymmetries of information

The solution
Education and information
create active consumers

The ‘new’ way -
behavioural finance

The challenge
Behavioural biases

The solution
Nudges use these
biases for the ‘good’



Moderador
Notas de la presentación
Is there a conflict between educating people about the benefits of pension saving and behavioural nudges?

The ‘old’ way – informed choice

The challenge
Low financial literacy/asymmetries of information 

The ‘new’ way – behavioural finance

The challenge
Behavioural biases 

The solution
Use of defaults and other nudges use these biases to encourage ‘good’ behaviours


The solution
Education and information create active consumers acting in their own interest

…but are these approaches really in conflict?
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_____T__h__e story so far i

Over NEST has over and over

Om 6.4m £2.6bn

people enrolled members AUM

8% 1%

opt-out rate think I1t’s a good idea B

o>


Moderador
Notas de la presentación
So, how’s it going so far?

Over 7 million people have been enrolled into pension saving through auto enrolment. 4.4 million of them are enrolled into NEST.

The opt out rate is 8 per cent and 77% of people think auto enrolment is a good idea.
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Inertia
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 NESTfund A
«  NESTfund B

13% <1%

<1%



Moderador
Notas de la presentación
But, what we’ve also found is inertia cuts both ways. 

Of the 13 per cent of people who actually registered their account online, fewer than 1 per cent make an active fund choice, and fewer than 1 per cent make additional contributions.


al e 824,500 __ _—
— ~ employers

445,100
employers
117,900
employers
2015/16 2016/17 2017/18 -

Automatic enrolment - Commentary and analysis: April 2015 - March 2016




The challenge ahead

Barriers and opportunities for engagement

\




_____\/__\/__hat IS engagement?

Positive attitudes

Make a plan

Register online

————

Contribute more

\l

Switch investments

—
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Sense of security

Check account balance

~_ [ |Beaware

e
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B-a rr i ers ______________________._.::-:_'_'_'_'_ﬁ.':::

15%

of auto-enrolled are afraid of feel they know
feel more making a mistake enough

comfortable
NEST Consumer Tracker 2016 M



~ Normalisation —
Is automatic enrolment a good idea? Will you stay enrolled next time?
61% 19% l
agreeing in 2013

in2014

4444444444444444444444444444444444444444444444444444444444444444444444444444

compared to compared to

NEST Consumer Tracker 2013-2014 (former opters-out)
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The NEST phrasebook

Clear communication about pensions

Version 2.0 —




Relevance
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You'll

still want
dancing
shoes when
you're 70.

Mights out won't stop when you retire,

and neither will the other good things

in life. From October the government is
introducing new pension rights at work
Millions of peaple like you will be
automatically enrolled into a workplace
pension like MEST. When they contribute,
their emplayer and, usually the government,
will contribute too, NEST can be used by
arry employer, so look out for us.

nestpensions.org.uk

ATIOMAL
EMPLOVUENT
AVIEA TRUST

Tomorrow is
worth saving for.

Lifelong
football fan?

That might be
longer than
you think.

You won't stop loving your club, or any of the other
poed things in life when you retire. From October

the government is introducing new pension rights at
work, Millions of people like you will be automatically
enrolled into a workplace pension like NEST.

When they contribute, their employer and, usually
the government, will contribute too, NEST can be
used by ary emplayer, so look out for us

nestpensions.org.uk

[t MY
SAVIMG TRUST

Tomorrow is
worth saving for.




Single year target dae funds

Limited options

NEST Sharia
Fund

NEST Higher Risk
Fund

NEST Ethical
Fund

NEST Lower
Growth Fund

NEST Pre-
retirement Fund @




O u I go Iden rules __________________________.:::-:_'_'_'_'_j_'f.f::

Keep it real o iTake pecio]e as you find them
Rights not responsibility Be constructive

Out with the old

One for all e.

Tell it like it is .

Give people control s GE""R”

(even if they don’t use it) N J—

nestpensions.org.uk



__Emotions

(I'm behind, aren't I?
Should have started

_ages ago. |diot.

(I_hit 50 years old and
started to panic that |

wouldn't have enough

money in retirement.

\_

J

(Iwant peace of
mind that |
won't have to
worry in the
future.

J

{Istarted to panic \

slightly about my lack of
pension provision so
decided to pay regular

extras, as the amount
taken from my wages is

minute. /




- Events

“I'll start thinking about
it when | get into my
0=/ 40s...0"

D

|
| EVENT
1 Autoenrolment

“I've got too many other -

things to deal with now Idnn't.\_nmmhudber
to think about myself with unecessary
pensions” infarmation aboast my

(¢ ]
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pension now"

0

ACTION
Signing in to onl ine

. account for | st time

-~ —

Starting a new job /

Yp!

Change job [ payrise

“The thought of
retirement is a bit scary,
but hopefully I'l have
enough money put

ACTION
Assigning a
beneficary

“1 feal like I'm taking on
my parmer’s financial
history as well as my
own”

EVEMNT
Annuzl statement

“Pensions scandals on
the news definitely
increase my anxiety
around how safe my
funds ara™

ACTION
Changing the amount of
contributions due to a

life event &.g pay rise,
or redundancy

i

Relationships & marriage

X N

Buying a home

Having children

&

divorce
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“wwe're really fooused
‘on our children's short
and long term needs, &g
nursery costs bue alse
university costs ™
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Education
&




Thank you.

nestinsight.org.uk o @NESTinsight @ iInfo@nestinsight.org.uk @
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