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Mortgage endowment reprojection research report

An introduction from the Financial Services Consumer
Panel
1. In July 2000 the Financial Services Consumer Panel commissioned a

survey of mortgage endowment policy holders who have received

reprojection letters from their insurance company to find out what action, if

any, they are taking and why. The research also took the opportunity to

ask consumers about their understanding of the endowment shortfall

problem and their recollection of the sales process when they bought their

endowment.

2. The report from the research agency that carried out the survey, IFF

Research, is attached.  It provides an executive summary of the findings;

sets out the background to this issue; explains the methodology of the

survey; and discusses the findings in detail.

3. The findings show that the reprojection letters successfully got their

message through to most policy-holders.  A high proportion of policy-

holders, 84%, had kept the letter containing the reprojection of their policy.

We are pleased that, on the whole, respondents to the survey found that

the reprojection letter from their insurance company was clear: 94%

thought it was fairly or very clear and understandable.

4. Generally, the policy-holders who may need to take action but are slower

to do so are those who received a reprojection of their policy at maturity

showing a shortfall at 4% and 6% growth rates.  It is unsurprising that

these policy-holders are least likely to be clear about their situation but our

research underlines the importance of future mailings to these and all

policy-holders updating them on the projected value of their policy at

maturity.



5. Our survey showed that 54% of respondents recall being told at the point

of sale that their endowment policy ‘would definitely’ or ‘was guaranteed to’

pay off their mortgage.  The FSA issued consumer guidance in early

October called ‘Endowment Mortgage Complaints’.  The guidance aims to

help consumers identify whether their policy was mis-sold and they

suffered loss as a result.  We welcomed this publication which will

undoubtedly benefit those who know they have a problem and hopefully

lead to speedy resolution for many people.  However, it will not get to

everyone who needs it and will not be routinely sent out by companies

unless a complaint is made.  We consider that where there is evidence

that firms broke the rules and mis-sold unsuitable endowments they

should be required to act promptly, identify consumers affected and pro-

actively review those sales.  It should not be left to consumers to go

through the time-consuming process of making a complaint where the fault

lies with the company.

6. The Panel welcomes the report from IFF Research and we are sure that

its findings will prove useful to everyone working to secure consumer

protection and consumer understanding at this difficult time.
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Mortgage Endowment Reprojection

Research report prepared for Financial Services Consumer Panel by
IFF Research Ltd

November 2000

Executive Summary

1.1 This report presents the main findings of a quantitative study which
examined consumers’ reaction to the Mortgage Endowments Re- projection
Exercise and what actions, if any, they are taking.

1.2 As part of the Exercise providers are writing to policy-holders to tell them if
their policy is on target to pay off their mortgage in full or not.  There are
three types of letter being sent out- red, amber and green:

� The red letter indicates that there is a high risk that the policy will not
yield enough to pay off the mortgage in full and strongly suggests they
take action;

� The amber letter states that it is possible that the policy will not yield
sufficient to pay off the mortgage in full and suggests that they consider
taking action;

� The green letter confirms that the policy is on track to pay off the
mortgage in full and that no action is required.

The colour is an industry description of the warning and type of letter and is
not communicated to policy-holders in any way.

1.3 The research was conducted by telephone among 607 policy-holders who
claimed to have received a re-projection letter.



Main findings

1.4 A high proportion of policy-holders who received red or amber letters have
taken, or intend to take, action (71% and 66% respectively).  As might be
expected, policy-holders who have received a red letter were taking action
more urgently.  Almost half had already taken action and most of the rest
said they would do so over the next 3-6 months.  Those who received amber
letters have been slower to take action, with under two in five (38%) having
done so already and over half the remainder not planning to do so for at
least 6 months.

All policy-
holders

Policy-
holders
received

red letters

Policy-
holders
received
amber
letters

Policy-
holders
received

green
letters

Have/intend to take
action

55% 71% 66% 38%

Breakdown:

Have taken action
already

34% 48% 38% 25%

Intend to take action
(but not done so
already)

21% 23% 28% 13%

1.5 The main actions policy-holders had or were likely to take were:

� Start an additional savings scheme (25%);
� Change part of mortgage to repayment mortgage (24%);
� Make extra capital payments (22%);
� Increase contributions to existing policy (21%);
� Talk to a financial adviser (18%).

Few policy-holders had already cashed in their policy (2%), but a slightly
higher proportion suggested they might do so in future (7%).  An even
smaller number (1%) had kept their policy but stopped making payments into
it and 2% suggested they might do this in future.

1.6 Most of those policy-holders who received red or amber letters who were not
intending to take any action had a valid reason for not doing so, for example
the shortfall was small and/or they could cover it from other savings, they
had already paid off the mortgage or switched part of it to a repayment
mortgage etc.  Only a small proportion of these policy-holders had not taken



any action because they thought the letter showed their policy was on target
to pay off their mortgage in full.  They represented 10% of policy-holders who
had received red and amber letters who were not intending to take action but
only 2% of all policy-holders receiving red or amber letters.  They were more
likely to be policy-holders receiving amber letters and may reflect the more
ambiguous nature of the amber letter.

Just over half of all policy-holders (59%) had discussed the letter or their
situation with someone else.  In most cases this was the joint policy-holder or
a friend or relative.  Only a quarter of policy-holders had consulted their
provider or a professional adviser or the FSA, although this proportion rose
to 41% amongst those who had already taken action.  Only 5% had
contacted their endowment provider/helpline.  Most policy-holders (86%)
who contacted their provider or a professional adviser to discuss their
situation were satisfied with the response they obtained.  Those who were
not, generally wished they could have obtained more specific guidance on
what they should do next.

1.8 The re-projection letter generally worked well, with most policy-holders
understanding why it was sent and what actions, if any, they needed to take
and the options available to them.  Those policy-holders receiving red and
amber letters also understood that action was required sooner rather than
later.  A small proportion of policy-holders did not fully understand the terms
‘shortfall’ and ‘surplus’ and what these figures were intended to show or
complained that the letter did not provide them with enough
information/guidance on what to do next.

1.9 When policy-holders were asked why they thought that some endowment
policies will not produce enough money to pay off the mortgage they were
taken out to cover almost two thirds (62%) mentioned spontaneously that it
was because of economic changes and the reduction in growth rates.  A
quarter (23%) felt it was because the endowment company had poorly
managed the fund, but only one in six (15%) felt it was because the
salesperson had exaggerated the likely returns.  However when asked how
they felt more generally about the issue, over a third of  policy-holders
mentioned spontaneously that they felt the endowment companies had
exaggerated returns and had not been entirely honest with them about the
risks involved.

When asked directly what they recalled being told during the sales process,
only one in ten policy-holders claimed they were told there was a risk the
policy would not cover the mortgage in full.  On the other hand only one in
ten also claimed that they were told the policy was guaranteed to pay off
their mortgage in full, but a further 44% policy-holders claimed they were told
it would definitely pay off their mortgage and probably provide a surplus on
top.



Conclusions

1.10 The survey results show that the Mortgage Endowment Re-projection
Exercise has worked well, with high proportions of policy-holders who
received red or amber letters having taken or planning to take action.  Most
policy-holders have also heeded the warning not to cash in their policies.

1.11 There is no evidence to suggest that the re-projection exercise has given rise
to any significant consumer detriment.

1.12 However we have some concerns in two areas, which the Consumer Panel
may wish to monitor in future:

� Policy-holders who received an amber letter were most likely to be
confused about their position and what to do next.  There is a danger
that they may put off taking action as a result;

� The relatively low proportion of policy-holders who were consulting their
provider or a professional adviser about their situation and the most
appropriate course of action for them to take.

1.13 There is evidence to suggest that a significant proportion of policy-holders
feel they were misled by the endowment provider about likely returns on
policies and their likelihood to pay off the mortgage in full.

Recommendations

1.14 Whilst the results of this study show that the re-projection exercise has
generally worked well, we make a small number of recommendations to
improve the process further:

� Sending policy-holders who received red or amber letters a reminder, in
say 3-6 months time, to prompt them to take action where necessary, if
they have not already done so;

� Explain the terms ‘shortfall’ and ‘surplus’ in the endowment plan, rather
than just in the accompanying booklet;

� Suggest where  policy-holders, who are in anyway confused about what
to do next, can obtain help;

� Encourage policy-holders to consult their mortgage provider/professional
adviser to help determine the best option for them.  For example at the
end of the section entitled ‘Action you could take’ add “An IFA or your
mortgage lender can explain the options you have in more detail and
advise which is the best option for you”

1.15 In terms of fulfilling the original research brief, further research on consumer
detriment among this sample is unlikely to be worthwhile.  However it may be
of interest to contact those policy-holders who said they were likely to take
action in the future to determine whether they had done so or not.



2 Introduction

Background

2.1 As a result of the significant falls in inflation and interest rates, yields on
mortgage endowment policies are likely to fall.  This fall will mean that some
endowment policies, particularly low cost or low start policies, may no
longer be on track to pay off the mortgage in full at the end of the term.

2.2 In July 1999, the PIA reduced the rates that firms use to illustrate the growth 
for regulated life and pension products to 4%, 6% and 8%.  Companies 
providing endowment policies will now regularly assess whether these 
policies are on target to pay off the mortgage in full.

2.3 As part of this process they are reviewing all policies between April 2000-
June 2001 and writing to policy-holders to tell them if their policy is still on
target.  There are three types of letter being sent out – red, amber and
green:

���� RED: The model letter contains the following warning: “Your Plan
Update is enclosed.  Based on this, we consider there is now a
high risk that your Plan may not pay out enough to repay the target
amount at maturity.  Investment growth in future would need to be
higher than the rates currently set by the financial regulator.  We
therefore strongly suggest you consider taking action”;

���� AMBER: The model letter contains the following warning: “Your
Plan Update is enclosed.  Based on this, we consider it possible
that your Plan may not pay out enough to repay the target amount
when it matures.  It would only be able to pay out the target
amount if future investment growth was towards the top end of the
rates currently set by the financial regulator.  In view of this you
may wish to think about taking action”;

���� GREEN: The model letter contains the following warning: “Your
Plan Update is enclosed.  Based on this, we are pleased to
confirm that we believe your Plan is currently on track to repay the
target amount when it matures.  It needs future investment growth
towards the lower end of the current rates used for future
projections as set by the financial regulator.  It is unlikely that you
need to take any action now”.

The colour is an industry description of the warning and type of letter.  This is
not communicated to policy-holders in any way.

2.4 Earlier in the year product providers issued letters to their mortgage
endowment policy-holders explaining about the exercise and enclosed
a factsheet from the FSA called ‘Your endowment mortgage – what
you need to know’.  IFF also undertook an exercise, on behalf of the
FSA, to examine the impact of this initial correspondence.



Main Objectives

2.5 The aim of this research was to examine how consumers were reacting to
the re-projection letter and what action, if any, they are taking.  More
specifically the research aimed to examine:
���� Consumer understanding of the re-projection exercise and letters;
���� What actions, if any, consumers had or were likely to take, the

reasons for taking this course of action and what information and
advice they had received in the process;

���� The extent and nature of consumer detriment which arose from the
re-projection exercise;

���� Whether consumers felt the exercise was associated with mis-
selling or economic change;

���� Identifying any patterns in behaviour and attitude depending on the
type of letter received;

���� Evaluate the reasons for people’s decisions and plans.

Methodology

2.6 A telephone survey was conducted among 607 policy-holders who recalled
receiving a re-projection letter.

2.7 Contacts were obtained from a list of mortgage endowment holders.

2.8 Respondents were carefully screened to see whether they recalled receiving
the re-projection letter and determine which of the 3 letters they had
received.

2.9 The number of interviews achieved with policy-holders receiving the different
letter types were:
���� 101 Red;
���� 196 Amber;
���� 310 Green.

2.10 Those receiving amber and red letters were over sampled.  Results were
therefore  weighted, at the analysis stage, to reflect the overall proportion of
letters sent:
���� 12% Red;
���� 45% Amber;
���� 43% Green.
All the findings in this report are based on the weighted results.

2.11 Fieldwork was conducted between 18th-29th September 2000.  A copy of the
questionnaire is provided in Appendix 1.



3 Main Findings

Profile of respondents

3.1 By way of an introduction to the main findings of the study, this section
outlines the profile of the policy holders surveyed, in particular:

Demographic Characteristics
���� Gender
���� Age
���� Socio-economic group
���� Employment status

Number and nature of policies held
���� Number of policies held
���� Whether policy held jointly or solely
���� Date policy was taken out
���� Projected shortfall at 6%
���� Churn (whether the current policy replaced a previous policy that

was linked to the mortgage)



Demographic Characteristics

3.2 Over half of policy holders surveyed were male (58%) and aged under 45
years of age.  Most were aged between 35 and 44 years (41%).

3.3 Almost two thirds of policy holders were in the socio-economic group ABC1
(62%) and most worked full time (74%).

Demographic
Characteristic

% of
Respondents

Gender Male 58

Female 42

Age Under 35 years 18

35-44 years 41

45-54 years 29

55+ years 12

Socio-economic
group ABC1 62

C2DE 38

Working Status Working full time 74

Working part time 15

Unemployed* 10

*This figure does not include any retired policy-holders.  The figure for
retired policy-holders was too small to analyse sufficiently.

Number and nature of policies held

3.4 Just under half of all policy holders (48%) had more than one policy.  Those
aged 35-44 were more likely to hold two or more policies compared to other
age groups.  Those aged over 55 years tend to hold only one policy.

3.5 2/3 were joint policy holders.

3.6 49% took out the policy over 10 years ago (up until 1989).  Those who
received red and amber letters were slightly more likely to have taken out
policies more recently (from 1989 onwards).

3.7 15% of the [policy-holders’] consumers’ policies had replaced a previous
policy that was linked to their mortgage the reasons for this switch were not
examined in this survey.



3.8 Those who had received a red or amber letter were asked what the projected
shortfall was likely to be at 6%.  Most of the policy-holders were facing a
shortfall of between £1,000-10,000.  There was no significant difference in
the amount of shortfall between those sent red and amber letters.

Projected Shortfall % of Respondents

<£1k 13%

£1-5k 26%

£5-9k 21%

£10k+ 15%

Can’t recall 25%

3.9 There was little difference in the characteristics of people receiving different
letters, however those respondents in the over 55 age group were more
likely to have received green letters (61%).  This is probably due to the short
amount of time left to run on the mortgage.  80% took out their policy more
than 10 years ago.



Actions Taken / Likely to Take

25%

38%

48%

34%

13%

28%

23%

21%
Total

Red

Amber

Green

■Action Taken
Likely to take action

(not already taken)

55%

71%

66%

38%

Base: all respondents (607)

4 Action taken/likely to take

4.1 The following section examines the action that respondents have already
taken or are intending to take as a result of the re-projection exercise.  It
looks into the differences in behaviour between those who received red,
amber and green letters and the characteristics of those taking no action at
all.  It also examines the main sources of advice/information and discussions
undertaken with others about the issue of endowment re-projections.

4.2 Just over half the respondents had taken action already or were likely to take
action in the future.  The proportion was significantly higher amongst those
receiving red and amber letters, with 71% and 66% respondents having
taken  action or being likely to do so in the future.  Only about 2 in 5 policy-
holders who received a green letter had or intended to take action.

4.3 Amongst those who had or intended to take action, a third of all respondents
had taken action already and a further 21% were likely to take action in the
future, who had not already taken action.  A significant proportion (42%) of
those who had already taken some action were likely take further action in
the future.

4.4 Amongst those receiving red letters almost half had taken action already.
This represents about two thirds (68%) of those who were likely to take
action at all (either now or in the future).  The comparable proportion for
those receiving amber letters was only just over half (58%).



4.5 Of those who had already taken action, 40% had done so in the last 3
months, which can be largely attributed to the re-projection letter and 60%
did so some time in the last year, which can be largely attributed to the re-
projection exercise as a whole.  The remainder took action 2-3 years ago.

4.6 Of those who were likely to take action in the future, 33% planned to do so in
the next 3 months.  This proportion rose to 57% amongst those receiving red
letters.  However over half the respondents did not plan to take action for at
least 6 months or were not sure when they would take action; including 60%
of those receiving amber letters.

4.7 The results indicate that a high proportion of policy-holders who received
both red and amber letters had or intended to take action but, as might be
expected, those receiving red letters attached a greater urgency to dealing
with the issue.  However we have some concern that policy-holders who
received the amber letters and do not intend to take any action for a while,
might lose the impetus or not do so at all, unless reminded.

Type of action taken/Intending to take

4.8 The table below illustrates the main types of action policy-holders have taken
or were likely to take in the future.

Type of action Action already taken Action likely to take

Base: 204 213

Talk to financial adviser 9% 9%

Additional savings 9% 16%

Extra capital payments 7% 15%

Change part to 5% 19%

Inc.  contributions to 5% 16%

Top up policy 3% 11%

Extend mortgage term 1% 3%

Cash in policy 2% 7%
Keep policy – stop
payments

1% 2%

Other* 7% 12%

*Other actions include contact provider / ombudsman about seeking a redress, change
mortgage

Note: The figures in the table add to more than 100% as some policy-holders
mentioned more than one action they had or were likely to take



4.9 The main difference between action already taken and action likely to be
taken in the future, was that up until now people had mainly been seeking
advice, but in the future planned to take more specific action.

4.10 The main actions policy-holders had or were likely to take were as follows.
Similar proportions of policy-holders were likely to take these actions:

���� Start an additional savings scheme;
���� Make extra capital payments;
���� Change part of their mortgage to repayment mortgage;
���� Increase contributions to their existing policy.

There were no significant differences in the action policy-holders
receiving red or amber letters were likely to take.

4.11 Only 2% had cashed in their policy and a further 7% were likely to in the
future.

4.12 4% spontaneously mentioned talking to a provider or ombudsmen about
seeking compensation or making a complaint.

4.13 A third of policy-holders who were taking action (36%) were taking action
based on advice or information they had obtained.  This proportion was
slightly higher among those receiving red letters (41%).

4.14 The re-projection letter was a key source of the information.  Other sources
included financial advisers and their mortgage or policy provider.  The media
was also a key source of information, particularly amongst policy-holders
who received green letters.

Main sources of
information/Advice

% of respondents

Base: (All taking action
based on advice or
information received)

146

Letter 32%

IFA (Independent Financial
Adviser) 24%

Media 11% (green 25%)

Mortgage provider 8%

Policy provider 8%



4.15 The results to a further direct question on who they had discussed their
situation with, confirmed that only about a quarter of policy-holders were
seeking advice from a professional or provider.  Again this proportion was
higher amongst those who received red or amber letters (cf 44%) and/or who
have already taken action (41%) but was still only 2 in 5 policy-holders.

4.16 Overall 59% of policy-holders discussed the letter and their situation with
someone else (65% red).  In most cases this was with more informal sources
such as the joint policy-holder, partner, friend or relative.

4.17 Only 5% of policy-holders had spoken to their endowment provider or their
endowment provider helpline (this was number given in the letter). We did
not ask policy-holders directly why they had not asked their endowment
provider, but it could be suggested that, at least in some cases, they blamed
them for their situation and did not trust them sufficiently anymore, or that
they thought they would just encourage them to increase their contributions
to the policy.

Who discussed issue of endowments with % of respondents

Base:  (All spoken to someone about endowment 361

Joint policy holder 44%

Friend/Colleagues 17%

Relative 16%

Independent financial adviser 16%

Partner 15%

Mortgage provider 9%

Other financial adviser 7%

Endowment policy provider 4%

Bank/Building society 2%

Endowment provider’s helpline 1%

Other professional, ie accountant, solicitor 1%

FSA *%

Note: The figures with the table add to more  than 100% as some policy-
holders spoke to more than one person / organisation

Note: Asterix indicates <0.5%

4.18 Most (86%) of policy-holders who spoke to a provider or professional were
satisfied with the response or information they obtained from them.  Those
who were not satisfied mainly complained that they did not provide them with
sufficient additional information to help them decide what to do next.



Reasons for not Taking action

4.19 The next section examines the reasons why some policy-holders had not or
were not likely to take action.  It looks in detail at the projected shortfall on
these policies and whether there was any relation between this and
investor’s unwillingness to take action.

4.20 Overall, just under half (45%) of all policy-holders were not likely to take
action.  As might be expected, these were mainly policy-holders who
received green letters.

4.21 Three in ten of those receiving red or amber letters (29% red/34% amber)
were not intending to take any action.  Just over half (59%) of those
receiving green letters felt no action was necessary.  It would appear
worrying that those with red or amber letters were taking no action, however
when examined in detail their reasons for not doing so were valid and it is
not largely due to a lack of understanding of the letter or complacency,
particularly amongst those receiving the red letter.

4.22 The table below outlines in detail the reasons why those receiving red or
amber letters were taking no action.  The most frequently mentioned reason,
was that they did not feel it was necessary to take action.  Most of these
policy-holders had received amber letters (only  one had received a red
letter). Those receiving amber letters may well have been in two minds as to
whether they needed to take further action, as the plan showed there would
be surplus at least at the highest (8%) return and the letter only suggests
they “may wish to think about taking action”.  However it is possible that
some of these policy-holders, as well as the 10% who stated that they were
not taking any action because the letter showed their policy was on target,
did not fully understand the plan.

Other policy-holders in this group specifically mentioned that the shortfall
was only small or they could cover it from other means such as other savings
or policies held, or the mortgage had been paid off.  We also know from
answers to a direct question on the extent of the shortfall, that this group of
policy-holders faced significantly lower shortfalls on average than those
policy-holders who received red or amber letters who had or intended to take
action.

���� 28% had a shortfall of under £1,000 (compared to 10% who had or
intended to take action)

���� 8% had a shortfall of more than £10,000 (compared to 23% who
had or intended to take action)



Reasons for not taking action %.  of respondents

Base: Received red or amber and
not taking action

96

No action necessary 30 (1 red)

Letter shows policy on target 10 (3 red)

Shortfall small 10

Cover from savings 6

Short time left on policy 4

Wait and see 9

Need further advice 6

Other (Incl.  Can’t afford to
increase payments, Expect to
move to a cheaper property, no
longer have original mortgage,
already paid off mortgage.)

31

Note: figures in the table add to more than 100% as some policy-holders
gave more than one reason for not taking action

5 Understanding/Effect of the Letter and Process

5.1 The next section looks at policy-holders understanding of the letter and
re-projection process.  The letter was designed to not only tell policy-
holders whether their policy was on target or not, to pay off the
mortgage in full, but also to suggest what action they might take and to
encourage, particularly those who received red or amber letters, to take
action/advice immediately rather than put it off.  The research therefore
examined the reasons why policy-holders felt they had been sent the
letter, what actions the letter was suggesting they should take, if any,
and how urgent it was that this action was taken.  It also examined
policy-holders views of the letter.

5.2 The majority (89%) of policy-holders knew why  providers had sent
them the letter.  Spontaneously mentioned reasons included:

���� Told to by the government/regulator in response to the
situation (16%);

���� To advise of the situation so policy-holders could take action
if necessary (51%);

���� In response to media coverage (13%).



Action Suggested by Letter

7%

25%

24%

25%

26%

25%

29%

37%

19%46%

17%

15%

17%

16%

16%

15%

6%

6%No action needed

Use other investments to make up shortfall

Wait and see

Contact mortgage lender

Start additional savings plan

Spare lump sum to repay some of mortgage

Change part mortgage to replayment

Seek advice from IFA

Increase contributions to policy

Spontaneous recall Prompted Base: all respondents (607)

5.3 Policy-holders obviously recognised the importance of the letter
because 84% had kept it and a third had referred to the letter again
since receiving it.  (46% of those taking action.  The comparative figure
from the research conducted amongst policy holders who received the
first letter telling them about re-projection exercise was 73% who kept
the letter and 17% who referred to it again.

5.4 Half of policy-holders felt the letter suggested something they might do.
As might be expected this figure was significantly higher amongst those
receiving red or amber letters (Green 35%, Amber 74%, Red 71%).

5.5 Spontaneously, most mentioned that the letter suggested they increase
contributions to the policy.  When prompted the proportions mentioning
other forms of action such as seeking advice from an IFA, changing part
of the mortgage to a repayment mortgage were much higher.

The high proportion of policy-holders spontaneously mentioning the
letter suggested increasing contributions to their policy does not
suggest, however, that policy-holders were in fact persuaded to take
this particular course of action since, as discussed in section 4, policy-
holders were as likely to take other forms of action such as changing
part of their mortgage to a repayment mortgage as they were to
increase their contributions to their existing policy.

However it does perhaps highlight the importance of policy-holders
obtaining good advice as to which form of action best suits their
situation.



5.6 The survey also asked if the letter suggested they should take action
and if so how urgent it was that they do so.  The majority of policy-
holders who received red and amber letters (75% and 65%
respectively) felt the letter suggested they should take action, or least
advice now.  Few policy-holders who received red letters (8%) felt the
letter suggested they could afford to wait and see what happened.  This
proportion was higher amongst those receiving amber letters (23%),
which was to be expected as this was one of the suggested options for
this group (it was not suggested to policy-holders receiving red letters).

Most of the policy-holders saying the letter suggested no action was
required, received green letters.  Only 1 in 10 policy-holders who
received red or amber letters felt the letters suggested no action was
required.  It includes 1 in 5 of those who received red or amber letters
and were not intending to take any action.  As discussed earlier, this
included policy-holders who had a ‘valid’ reason for not taking
action,(e.g because the shortfall was very small, they had paid off part
of their mortgage, they had other savings) but also included the small
proportion of policy-holders (mainly those receiving amber letters) who
were confused as to whether action was required or not.

Letter suggested I….. Total Red Amber Green

Base: All respondents 607 73 273 261
Should take action
immediately

18% 45% 23% 5%

Should at least take
advice now

30% 30% 42% 17%

Could wait and see what
happens

17% 8% 23% 13%

Need do nothing at all 32% 10% 10% 62%

Views of the Letter

5.7 Generally, policy-holders found the letter clear and easy to understand,
with only 6% experiencing real difficulties.  Some complained about the
use of financial jargon.  The letter contained little or no financial jargon,
but it needed to be recognised that terms such as ‘surplus’ or ‘shortfall’
may not be familiar to some policy-holders because they were not terms
they would come across in their everyday lives.  A small number of
policy-holders who mainly received red and amber letters specifically
mentioned that they did not fully understand these terms.  These terms
were explained more fully in the accompanying booklet but not in the
letter and plan document itself.



A few policyholders, again mainly those receiving amber and red letters,
complained that the letter did not make it clear enough about what they
should do next.

5.8 The majority of policy-holders also felt that the letter provided all or
most of the information required (80%).  Less than 1 in 5, (17%) felt
they needed more information.  These were more likely to be those
receiving red or amber letters, who felt the letter should have provided
more specific guidance as to what they should do next.

Clarity of Letter

Not very

clear 6%

Very clear/
understandable  62%

Fairly clear 32%

Base: all respondents (607)

All information required
48%

Most information required
32%

Needed more information
17%

Too much
information 3%

Amount of Information Provided

Base: all respondents (607)



5.9 As discussed at the start of this chapter the letter was designed to alert
people to their situation and to encourage them to take action where
necessary – but not to panic them.  The letter generally had the desired
effect of heightening concern among some policy holders (41%),
especially among those who received red or amber letters (Red 67%,
Amber 52%), without alarming a significant number of those who
received green letters (22%).

5.10 The main reasons why policy-holders said the letter heightened their
concern were:
���� They thought they would be okay – but now know they won’t

be – (40%);
���� They thought they would be okay – but now are not sure –

(30%) (mainly those receiving amber letters);
���� The letter showed it was a bigger issue than they thought –

(13%);
���� They were concerned about meeting the shortfall – (7%).

5.11 The main reasons policy-holders gave for why the letter alleviated their
concern were:
���� I know my policy is on target -  (57%) (mainly green but

included 24% amber and 2 red);
���� I now know where I stand – (38%) (red or amber 70%);
���� I now understand more about it – (4%).

Base: all respondents (607)

Effect of Letter

More
concerned

41%Less
concerned

26%

No change
33%

Base: all respondents (607)



6 Understanding of the reasons for re-projection
exercise

6.1 Finally the study examined what policy-holders felt was the reason for
the re-projection exercise, what they were told about the risks during
the sales process and how they felt towards the company and advisers
who sold them the policy, given their current situation.

Understanding of the reasons for the shortfall

6.2 Respondents were asked spontaneously and then on a prompted basis
what they felt were the reasons why some policies were not on target to
pay the mortgage off in full.

Spontaneous responses can be broadly categorised into 3 groups:

���� About a quarter of policy-holders (26%) felt the reason for the
shortfall was that endowment providers/sales people had
exaggerated the returns that could be achieved, although
only 4% specifically mentioned they felt some policies had
been mis-sold.

���� Over half of policy-holders (59%) recognised that the problem
had arisen because of economic changes and that in the
future rates of return were likely to be lower.

���� One in five policy-holders (19%) felt it was because the
endowment companies had not managed the funds
sufficiently well and this was the reason why returns would be
lower.

The results to the question when prompted, closely mirror the
spontaneous comments:

Base: all respondents (607)

Reasons some policies not on target to pay off mortgage in full

Changes in Economy
62%Endowment company poorly

managed funds
23%

Salesperson exaggerated
returns   15%

Prompted responses

Base: all respondents (607)



6.3 When asked more generally about how they felt about the issue of
endowments and the possibility that for some people this will not yield
sufficient monies to pay off the mortgage in full, the proportion of policy-
holders who spontaneously mentioned they felt that providers had not
been entirely honest and had exaggerated returns was over a third
(36%).  A further 10% felt angry and disappointed.  Only one in six
policy-holders mentioned that they understood that endowment policies
like any other investment carried some risk.  These were more likely to
be policy-holders in the higher socio-economic groups.

Socio-economic Group

Feelings regarding issue of
endowment mortgages Total AB C1 C2 DE

Base: All respondents 607 163 210 167 66

Companies who sold policies
mislead policy holders/were not
entirely honest

36% 30% 42% 33% 37%

Concerned for those badly
affected 22% 17% 23% 30% 15%

Have to accept it as all
investments are a risk/knew
there would be an element of
risk

14% 17% 15% 10% 10%

Not worried or concerned 12% 10% 10% 14% 15%

6.4 Respondents were then asked directly what they recalled being told
about the risks involved in taking out an endowment, when they
originally bought the policy.  It is important to remember when
interpreting these results that 49% of respondents took their policy out
over 10 years ago and only 5% did so in the last 4 years.

6.5 It is also worth noting that most policy-holders did not shop around, but
relied on the advice of just one adviser.  In under a third (29%) of cases
was this an independent financial adviser.  Most policy-holders just
went to their mortgage or endowment provider (65%)

6.6 Only 10% of all policy holders claimed to have been told initially that
there was a risk involved in taking out the policy.  These were most
likely to be policy holders who took the policy out more recently,
since1990 (46%)



6.7 On the other hand only one in ten policy-holders claimed they were
told the policy was guaranteed to pay off the mortgage.  However
almost half of policy-holders felt they were told that the policy would
definitely pay off the mortgage and probably leave a lump sum on top.
These policy-holders were slightly more likely to have taken out the policy in
the years between 1980 and 1988 (57%).  Those policy-holders who were
told there was a risk the investment might not pay off the sum needed were
more likely to have taken out the policy from 1989 onwards.

Base: all respondents (607)

Whether Told about Risk when Bought Policy

10%

10%

44%

29%

7%

Was a risk

Guaranteed to pay

Definitely pay off mortgage
and probably lump sum

Possibly pay off
mortgage and lump sum

Can’t remember

Base: all respondents (607)



6.8 Finally respondents were asked how they felt towards the endowment
provider and sales adviser who sold them the policy given the
current situation they find themselves in.

6.9 Overall about half of the policy-holders surveyed felt happy with the
advice they received from the endowment company or had no
strong feelings either way.  As might be expected, these were
much more likely to be policy-holders who received a green letter
(56% compared with 39% of policy-holders who received an
amber letter and 29% who received a red letter)

Those who received a red or amber letter and those who claimed that
the firm told them the policy was guaranteed or would definitely pay off
the mortgage were more likely to have felt let down, disappointed or
angry.  However these feelings were directed more strongly at the
endowment provider than the sales person.

Appendix 1: Screener and Questionnaire

Feelings about Endowment Provider / Salesperson

27%

20%

35%

11%

5%

3%

25%

44%

24%

12%

9%

3%Mislead/badly
advised

No long trust
information

Angry

No feelings either
way

Let
down/disappointed

Happy with advice

Salesperson Endowment provider
Base: all respondents (607)


