
UK pension performance among worst in developed world

British savers have suffered bigger losses from their workplace pensions in the last decade than virtually every other nation in 
the developed world, the Organisation for Economic Cooperation and Development (OECD) has said. 

UK pension funds have performed badly over the last decade, the OECD says Photo: REX
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The international think tank warned that the poor performance of British pension companies could leave people retiring without enough to live comfortably. 

The OECD said that returns on money invested by pension companies on behalf of savers fell every year between 2001 and 2010. 

Every other developed country - with the exception of the US and Spain - saw an increase in the size of people's pension pots, including Chile, Portugal and 

Korea. 

Pension companies in Britain invest a higher proportion of their money in stocks and shares rather than government bonds. 

The credit crunch and subsequent falls in the value of shares have exerted “major stress” on these private pension funds. 

Workers miss out on £2.5bn pensions tax relief (http://www.telegraph.co.uk/finance/personalfinance/pensions/9324613/Workers-miss-out-on-2.5bn-in-

pensions-tax-relief.html) 

Trust in pensions at all-time low (http://www.telegraph.co.uk/finance/personalfinance/pensions/9126748/Trust-in-pensions-at-all-time-low.html) 

One in six adults relies on inheritance to fund old age (http://www.telegraph.co.uk/news/uknews/9148734/One-in-six-adults-relies-on-inheritance-to-fund-

old-age.html) 
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Business leaders: Brussels 'threatens pensions and jobs’ (http://www.telegraph.co.uk/news/politics/9080054/EC-rules-put-savings-companies-and-jobs-

at-risk-business-leaders-warn.html) 

'Scrapping top tax relief will wreck pensions' (http://www.telegraph.co.uk/finance/personalfinance/consumertips/tax/9135127/Scrapping-top-tax-relief-will-

wreck-pensions-George-Osborne-told.html) 

The think tank warned that the bad performance could leave British retirees with inadequate funds to live off when they stop working. 

“Such disappointing performance puts at risk the ability of private pension arrangements to deliver adequate pensions,” the OECD said. 

Lord McFall of Alcluith, the former chairman of the Treasury Select Committee, said that the OECD's findings "begs the fundamental question" about 

whether the UK industry is structured correctly. 

Darren Philp, policy director at the National Association of Pension Funds, which represents the UK pension industry, said that pension funds’ investment 

performance has been “very poor" because of the "exceptionally weak worldwide economic environment”. 

Mr Philp said: “UK funds are broadly in line with the global average but that performance is disappointing nonetheless. 

“The UK will struggle to pay for its retirement and the weak returns of recent years make it even more important that we improve these pensions. Strong 

workplace pensions are a must.” 

Mr Philp added that an increasing number of final salary schemes have been moving out of equities in recent years as pension funds attempt to reduce their 

"exposure to risk”. 

The bad performance of UK workplace pension funds was only outdone by the US and Spain, where the value of money in pension funds has fallen by 

between 1 and 2 per cent a year over the last decade. 

The OECD said that the introduction of so-called auto-enrolment in the UK later this year, which will see millions of workers automatically offered workplace 

pensions, will help people to save for their retirement. 

Steve Webb, the Pensions Minister, said that the OECD report highlights how “vital” it is that the UK has a “sustainable” pension system. 

“That is why we have to raise the state pension age, provide a simpler, fairer state pension which provides a foundation for further saving, and extend 

working lives,” said Mr Webb. 

The OECD obtained the figures from the UK’s Pensions Regulator. In the UK the average annual return on pension funds has fallen by 0.1% every year 

between 2001 and 2010. 

By contrast returns on pension funds in Chile increased by an average of 5% a year, 4% in Poland and 3% in Germany. 
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