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Planned changes may result in future value of pensions being cut 
 
A headline that caught our eye …. ‘Spending Review: Millions face cut in value of workplace 

pensions’ 

 

This recent article from the BBC suggests that Millions of retirees will see the future value of 

their pension cut owing to a planned change in the way payments are calculated from 2030. 

 

Those with so-called defined benefit workplace pensions see their pension payments 

increase each year in line with the rising cost of living but the calculation used is expected to 

change and be less generous from February 2030. 

 

These changes were revealed in documents released alongside the chancellor's Spending 

Review, but not mentioned in his speech. 

 

The proposed changes do not affect the state pension, which will rise by 2.5% in April. 

 

The rising cost of living is calculated using various measures, including the Retail Prices Index 

(RPI) measure of inflation but national statisticians believe this is no longer a valid measure, 

saying that other measurements are more reliable. 

As a result, in 2030 RPI is likely to be aligned with another, newer, measure of inflation 

called CPIH, which is the Consumer Prices Index plus housing costs. This is generally lower, 

often by about 0.8%, although the gap is currently narrower. 

 

As RPI will most likely be lower from 2030 than people would otherwise have expected, the 

annual increase in their pension will be lower than they had planned. 

 

If you need any a review of your pension then please make contact. 

 

 

For the full article click here 

https://www.gov.uk/government/consultations/a-consultation-on-the-reform-to-retail-prices-index-rpi-methodology
https://www.gov.uk/government/consultations/a-consultation-on-the-reform-to-retail-prices-index-rpi-methodology
https://www.bbc.co.uk/news/business-55070292

