For intermediaries and employers only

Our insight into the nation’s
financial wellbeing

At Aegon, our purpose is to help the UK achieve a lifetime of financial
security. Financial wellbeing for our customers is an integral part of this.
We know financial advisers and employers like you, play a key role in this
journey for your clients and employees.
To better understand people’s relationship with money, our Centre for Behavioural Research
conducted extensive research asking 10,466 UK residents a series of questions. The study
was nationally representative in terms of location, age and gender. This gives us a panoramic
view of the UK’s financial health, the drivers, and roadblocks of financial wellbeing.

When Aegon first approached the IFW, we asked them a series of
questions to demonstrate that they were serious about placing financial
wellbeing at the heart of their business. They did, indeed, prove this to us, and
we have been thrilled to have them as our founding partner member.
Their work on this financial wellbeing measurement tool breaks new ground.
I hope it leads the way to help people to assess their own level of financial
wellbeing, and enable them to create financial plans which will make them
happier, not just wealthier.
Chris Budd, Chairman of Initiative for Financial Wellbeing (IFW)
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Why financial
wellbeing?
Financial wellbeing is how people feel about the control they have over their
financial future – and their relationship with money. It’s about focusing on
the things that make their life enjoyable and meaningful – both now and in
retirement.
People with healthy financial wellbeing tend to meet their long-term financial goals and
have a clear sense of what they want from life and what makes them happy. They do this by
making informed choices that could allow them to enjoy a meaningful life – both now and in
retirement.

Key findings:

1.

Wealth worries remain even at higher incomes. More than half (55%) of average
earners and more than 1 in 3 top earners worry about money.

2.

Those on high incomes are more likely to have thought about what makes their lives
enjoyable than those on low incomes. However, in all income groups – only a minority
know what gives them joy and purpose in life.

3.

The ability to contribute a lot into pensions doesn’t only depend on income. It also
depends on someone’s ability to picture their future self concretely. A low earner with
a specific vision of their future is more likely to contribute higher amounts to their
pension than a higher earner with a vague vision of their future.

4.

Only 4% of those who have a vague picture of their future selves have thought about
how to meet their goals financially. Compared to 33% of those with a specific picture
of their future self – a whopping 8 times more. Meaning that the more concrete the
vision of their future self, the lower an individual’s debt-to-income ratio.

Our insight into the nation’s financial wellbeing

3

What we found
Not always a lack of knowledge – but better mindset tools could help
It’s likely most people know they need to save money for the future, have a rainy-day fund,
and manage debt carefully1. This includes knowing about budget planners that can help
identify savings, about ISAs, the benefits of saving into a workplace pension and putting
more money aside.
Yet we found the average amount saved by 55-64 year olds in long-term saving pots
(employer pension, other pensions, and Stocks and Shares ISAs) was just over £125,000 –
well below the roughly £303,900 they’d need to afford the lifestyle of someone who earned
£27,000 when they were working.2

Tip
Rather than lack of knowledge, it’s our habits and ways of thinking that can prevent us
from doing what we should do. Our analysis found a mental focus on what makes us feel
happy and useful (our joy and purpose) plus a plan to achieve that now and in the future,
was a much stronger indicator for financial wellbeing than overall wealth3. It’s a finding
you could apply to help clients and employees at any stage of life and level of wealth.
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Snapshot of financial
wellbeing in the UK
Our Financial Wellbeing Index gives people a rating out of 100 based on
their success with each of the 10 financial wellbeing building blocks we
defined, with a maximum of 10 points for each block.

5 money building blocks

5 mindset building blocks

Income

Knowledge of what makes us happy

Rainy day fund

A solid picture of our future self

Manageable debt

Savvy social comparisons

Smart long-term savings

A long-term plan

Valuables that make us feel secure
long term, like property

Strong nerves in a crisis
(resilience)
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People with the best financial wellbeing scores did well in both the money
and mindset blocks. All money and no long-term plan for happiness was
no better overall for financial wellbeing than no money and all plan.
High

2%

13%

16%

6%

18%
‘The economist’

10%

‘Comfortably off’

12%

18%

4%

‘The wealth
accumulator’

Money
building blocks

‘The strategist’

‘The spender’

‘Challenging
circumstances’

‘Modest means’

‘All-rounder’

‘The striver’

Low

Distracted

Mind
building blocks

Focused

We’ve rounded the data, so percentages won’t always add up to 100%.
Tip
Most of the UK aren’t in the ‘All-rounder’ box. Most people fit somewhere among
the personas who still have some way to go to achieve complete financial wellbeing.
Recognising where your clients or employees are on this scale could help you identify
ways to help them towards becoming an ‘All-rounder’.
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‘The wealth accumulator’

‘All-rounder’

Scoring well on money points, this group has
a high level of wealth now (and probably still
will have in the future). When it comes to
creating a healthy financial mindset – they
might not have spent the time thinking,
‘what’s it all for?’.

This is the highest possible scoring group
of people on our index. These people are
very financially comfortable and can enjoy
life now – whilst planning for their future.
The all-rounders balance the importance of
money and mindset well – and are ready for
what the future holds.

‘The spender’
Earning a decent income, ‘spenders’ are getting
by ok, but often can display here and now
tendencies. They score poorly when it comes
to our ‘mindset’ building blocks – perhaps
because they haven’t given any thought to
what truly gives them joy or purpose and often
can make poor societal comparisons.
‘Challenging circumstances’

‘Modest means’
They like to focus on the little things in life
and typically have decent financial mindset
behaviours. Likely on a low income, saving
for retirement feels really tricky. This group
might not need to count every penny,
but would probably struggle to cover an
unexpected expense.

This group has the least ‘money’ and
‘mindset’ points. Earning a low income can
make achieving financial security much
harder. Worrying about money and how to
cover everyday expenses also means their
focus could be less on preparing for the
future or knowing what brings them joy and
a sense of purpose.

‘Comfortably off’

‘The strategist’

‘The striver’

These people tend to earn well and probably
have rainy day funds to rely on. They score
better than their ‘wealth accumulator’
peers when it comes to ‘mindset’ blocks –
but strategists might not have as robust a
picture of their future selves as they could.
Their goals are likely to be largely centred
around security and probably on what makes
them happy or gives them purpose.

These people balance their typically low
incomes and savings by having a clear
financial outlook. They don’t need to spend
lots on flashy items and probably have a
plan to improve their limited finances. With
a long-term perspective, they are likely to
know what they are likely to want their
future self to look like.

They’re comfortable with their current
financial situation as it meets their lifestyle
now. Scoring middle of the road when it
comes to mindset – they’re able to focus on
what gives them joy and purpose in life now.
But they might need more financial freedom
into retirement.

‘The economist’
People in this category are relatively well off
– their pay cheque tends to be reasonable.
They have enough to comfortably cover all
bills and are likely to be saving adequately.
‘The economist’ might have given some
thought to their future, but perhaps don’t
have concrete goals or a written plan.
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Money doesn’t equate
to financial wellbeing
It seems wealth isn’t the truest indicator of financial wellbeing.
According to our study, 4 in 10 of us have less than £100 left to spend at the end of the
month. Unsurprisingly, the majority of this group (75%) say they worry about money,
especially general costs of living, lack of savings and rent.

Top concerns of people with less than £100 to spend at the end of the month
General cost of living

63%

Lack of savings

53%

Rent

27%

Credit cards
Ability to retire

26%
18%

But more than half (55%) of those earning an average income also worry about money. And
more than 1 in 3 top earners (37%) do too.
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Worries such as general cost of living decrease with income, but others such as
mortgage repayments increase

Some money worries such as mortgage repayments, credit cards, and the ability to retire
actually increase with income. Studies show after our household incomes hit a certain amount
we start dropping down the happiness scale.4
At that level, people tend to focus on activities to further increase their wealth, like working
longer hours or travelling more for business. Activities that bring us joy and purpose that are
required for financial wellbeing – such as spending time with loved ones and contributing to
the community – are neglected.
Interestingly, our research revealed that while the frequency of upward comparisons
decreases significantly with wealth, despite being part of the 25% wealthiest people in their
area 1 in 5 (19%) still compare their financial situation upwards.

Joy, purpose, plan – the drivers of financial wellbeing
Across all the essential building blocks for financial wellbeing, for both money and mindset,
our research found a strong link between better financial wellbeing and some key points.
• Knowing what gives us joy and purpose.
• Having a concrete idea of our future self.
• Working these into a long-term financial plan.
Tip
By talking to your clients and employees about these insights, and encouraging
them to apply them to their lives, you could help them to better achieve financial
wellbeing, now and in the future.
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Joy and purpose
In our Financial Wellbeing research, we asked how much thought
respondents gave to what gives them joy and purpose in life.
As the chart shows, we found those who earn more, and those who are most wealthy, are
more likely to have thought about this before.
We also found the more concrete your picture of your future self – knowing what you want
long term based on what gives your life joy and purpose – the more likely you are to make
better financial decisions.
Our data suggests economic hardship can prevent people from thinking this way. But does it
have to be the case that our ability to think about what gives us joy and purpose only happens
when we’re earning an impressive income or have saved healthy sums?

Financially wealthier people are more likely to consider
what gives them joy and purpose in life
37%

39%

Medium
income

Second highest
income

34%

33%

Lowest
Incomes

10

48%

Second lowest
income
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Highest
income

Our future self
We found only 1 in 3 people have a specific picture of their future self in mind.
Where they want to live in 10 years, who they want to spend time with and what kind of
lifestyle they want to enjoy. But the more concrete your vision of your future self, the more
likely you are to be a top contributor to a long-term saving vehicle, like a private pension or
a Stocks and Shares ISA. Importantly, this was true across all income groups. This means it
could help everyone.

Proportion of top contributors into long-term saving vehicles, such
as pensions and Stocks and Shares ISAs, by how vague or specific
their future self is

Our study shows the total amount of outstanding debt people have doesn’t necessarily relate
with income – broadly, the higher the income the more debt people hold. However, it does
relate to whether people have a vague or a specific picture of their future self.
The more concrete the idea of future self, the lower debt to income ratio.
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Having a long-term
financial plan
The ability to picture the future had a stronger effect on whether people
had built a financial plan than their income.
Percentage who have carefully thought about how to meet their goals
financially by income bracket and ability to picture future self
By income
By ability to picture future self

People who can imagine how they want their future self to live in a specific way, based on
what gives them joy and purpose, are better at working out a long-term financial plan to
propel them to achieve that future.
This could mean individuals staying the course with the plans built for them or thinking
more about their workplace pension and whether they should contribute more.
Tip
Helping clients and employees create financial goals
• Encourage them to take a look at our financial wellbeing hub at aegon.co.uk/wellbeing
• Find further financial wellbeing information online from Initiative for Financial Wellbeing
at initiativeforfinancialwellbeing.org.uk
• Help them control spending with a free budget planner from the Money Advice Service
at moneyadviceservice.org.uk
• Let them know that financial advisers can help with a plan.
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Conclusion
Our research points to what is needed for financial wellbeing: money
matters, to an extent, and we need to be able to cover our essential costs.
But companionship, relaxation, joy, and feeling worthwhile are also vital
components.
It’s about more than money, it’s also about our mindset and paying attention to the things
that matter most to us. We should know what we need savings for and if what we’re
spending money on truly improves our wellbeing and happiness. Crucially, if we don’t know
what makes us happy, and can’t picture our future selves, why should we save for retirement?

Improving the UK’s financial wellbeing means working together on the essentials.
• Encourage thinking about what gives us joy and purpose.
• Help individuals build a concrete idea of their future self.
• Write financial plans with individuals’ joy, purpose, and future self in mind.

We hope this research and our ongoing work can continue to support you in this changing
landscape.
These findings provide new insight into what motivates your clients and employees –
motivations that affect their long-term savings and financial goals, parts of their life you’re
involved in too.
Tip
Our accompanying digital flipbook, which you can view at aegon.co.uk/wellbeing is designed
for you to read, then to use with them. It’s full of concrete tools to help them better
understand, engage with, and feel in control of their finances, today and for the future.
Our recommendations go deeper than budgeting tools and savings rules of thumb. They show
how financial wellbeing is possible for everyone. We’re continually developing our additional
supporting material for your use.
With greater financial wellbeing, everyone benefits.
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Notes
Methodology
Unless otherwise stated, the figures referred to within this flipbook are
based on research conducted with 10,466 UK residents. The research was
carried out online by Aegon’s Centre for Behavioural Research in August
and September 2020. The study was nationally representative in terms of
location, age and gender.
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