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A pension worth £1 million used to mean you’d “made it.”

A secure retirement, a bit of breathing room, something to pass on to your family.

Now? It’s barely worth a third of that.

By the time the government has �nished taxing it — �rst at death, then again when

your children use it — your “million-pound pension” might only deliver around

£360,000 of real value.

And it’s not an accident. It’s policy.
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The 40% That
Isn’t 40%
The government likes simple numbers.

“Inheritance Tax is 40%,” they say, as if

that’s the full story. It sounds

reasonable, even fair.

But when you follow the money

through the system, the truth is

anything but.

From April 2027, pensions will no longer

sit safely outside your estate. They’ll be

treated like any other asset, meaning

they’ll face Inheritance Tax (IHT) at 40%

when you die.

Here’s what that looks like:

   £1,000,000Your Pension Pot:

   £400,000 goes

straight to HMRC

Inheritance Tax at 40%:

   £600,000What’s Left:

That’s bad enough — but it doesn’t stop

there.

When your children withdraw that

£600,000, they’ll be taxed again at their

marginal income tax rate, which could

easily be 40%.

 in income

tax

£600,000 x 40% = £240,000

That leaves just  for your

family.

£360,000

You’ve worked all your life to build a

million-pound pension, and two layers of

taxation strip it to a third.

It’s sold as a 40% system, but in reality

it’s a double 40% — effectively 65–80%

once you include in�ation and frozen

thresholds.
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The Stealth Tax
Nobody Talks
About

It’s easy to spot a tax rise. It’s much

harder to notice when the

government simply doesn’t adjust

anything.

That’s what’s been happening for

years — especially since Covid.

The higher-rate income tax threshold

has been frozen at £50,270 since

2021. But in the same period, wages

have risen rapidly. Not because

people are richer, but because they’re

trying to survive in�ation.

So now, millions of workers —

including builders, electricians, train

drivers, and other tradesmen — are

being dragged into the 40% bracket.

A decade ago, higher-rate taxpayers

were almost exclusively professionals:

accountants, solicitors, dentists,

doctors. Today, they include everyone

from your local handyman to delivery

business owners.

It’s not a sign of prosperity — it’s a

symptom of stealth taxation.

The government doesn’t need to

increase the rate; it just freezes the band

and lets in�ation do the work.
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The Inflation
Illusion
The of�cial numbers say in�ation

peaked around 10%, but anyone living

in the real world knows that’s

laughable.

The CPI (Consumer Price Index)

measures in�ation using a so-called

“basket of goods.” But the government

decides what goes in that basket — and

conveniently leaves out many essentials

that have skyrocketed.

Housing, travel, insurance, education,

energy — all underrepresented.

In reality, in�ation has been closer to 20% a

year for two or three years straight, and it’s

still around 10% now.

You see it everywhere:

 Flights and holidays up 50% or more

 Haircuts and car washes in London have

doubled

 Builders who charged £180 a day now

charge £300

 A tank of petrol that cost £70 now costs

£100+

This isn’t “modest in�ation.” It’s

compounding erosion.

And yet the tax thresholds — for income, for

inheritance, for everything — have been

frozen solid.

So while your wages and costs rise, the tax

system doesn’t move an inch. The Treasury

collects more without ever admitting it.
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The Perfect Trap: Inflation + Frozen Bands
+ Double Tax
When you combine all of these factors — in�ation, frozen tax bands, and double taxation —

you end up with a system that quietly dismantles a lifetime of work.

Let’s run the full picture again:

1️⃣ You build a £1 million pension through decades of saving and investing.

2️⃣ You die. It’s added to your estate.

  .

3️⃣ Your children inherit .

4️⃣ They withdraw the funds.

40% inheritance tax = £400,000 gone

£600,000

  .

5️⃣ They’re left with .

6️⃣ Meanwhile, in�ation has reduced the spending power of that £360,000 by another 20–30%.

40% income tax = £240,000 gone

£360,000



In real terms, your million-pound pension might be worth £250,000 or less by the

time your family actually uses it.

And that’s before considering frozen allowances for decades ahead.

This Is Not How Pensions Were Sold
For decades, pensions were marketed as the safest, most tax-ef�cient way to build

for retirement. “Tax relief on the way in,” they said. “Tax deferred until you retire.”

But that was under a different understanding — one where pensions were excluded

from inheritance tax.

That exclusion was the incentive. It was the moral contract between the saver and

the state.
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Now, that contract’s been torn up.

From 2027 onwards, every unspent

pension becomes a taxable event at

death — the same as a house or

investment account.

So the one corner of �nancial life that

was once protected has been brought

into the �ring line.

Blue-Collar
Britain Pays the
Price
The part that really stings is how this

hits people who never saw themselves

as “wealthy.”

Take a typical working couple in their

late 50s. Between them, they might

have a modest home in the South East

worth £600,000 and a pair of

pensions totalling around £1 million.

Not rich. Not extravagant. Just

responsible.

Under the new rules, their children

could face a total tax bill of £500,000–

£700,000 when both parents are

gone.
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And because those children are likely

already paying higher-rate tax due to

frozen thresholds, the government

gets them both ways.

That’s not tax fairness. That’s a quiet

transfer of wealth from savers to the

state.

Real Inflation,
Real
Consequences
The reason it hurts so much is that

everything else has in�ated — except

the allowances.

The government’s frozen tax bands

pretend we’re living in 2019, but our

bills are from 2025.

And this isn’t just an abstract

economic point; it’s visible on every

street.

   now charge 50% more than

they did four years ago.

Builders

   earning £60,000 are

suddenly “higher-rate taxpayers.”

Tradesmen

  , , and  bills

are up 40–100%.

Flights insurance energy

 Even basic services — car washes,

haircuts, cafes — have doubled in

cost.
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The “headline in�ation” numbers are a distraction. The reality is that 

, while the taxman takes more of it.

your money buys

half as much

A Lifetime of Saving, A Moment of Loss

Think about how long it takes to build a £1 million pension.

Decades of saving, investing, compounding, working through recessions and political

promises. You �nally get there — the number looks impressive on paper.

Then the government takes £400,000 the day you die, and your family loses another

£240,000 when they try to use what’s left.

All told, they’re left with a third of what you built — and you can’t even call it unfair by

law, because every part of it has been “frozen,” “indexed,” or “reclassi�ed.”

It’s a masterclass in quiet con�scation.

The Moral Argument
What makes this worse is the message it sends:

Spend it, and you’re �ne. Save it, and we’ll take it.

It punishes discipline and rewards short-term thinking.

People who worked, saved, and invested are now �nding themselves penalised not

because they broke the rules — but because they followed them.

A pension should be a reward for responsibility. Instead, it’s become a target.

Conclusion: The £1 Million Illusion
A £1 million pension used to mean independence. Now it’s just a headline number

that hides the truth beneath it.
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Once inheritance tax, income tax, frozen thresholds, and in�ation have taken their

share, that “million” is really worth £360,000 — maybe less.

That’s not a 40% system. It’s an 80% one dressed up to look polite.

And unless people start recognising how it works, millions of families will keep falling

into the same trap — thinking they’ve built wealth, when in fact, they’ve built a future

tax bill.

The system won’t change overnight. But awareness can.

And the more people understand what’s really happening, the harder it becomes for

the government to keep pretending this is “fair.”

Because there’s nothing fair about taking a lifetime’s work and turning it into a third.

Important Note
I’m not a quali�ed tax expert, and I’m not FCA regulated. Nothing in this report — or in

any of the videos or materials in the Market Insider IHT series — should be taken as

personal tax advice.

Everything I’ve shared here is purely educational, based on what I’ve personally seen

work for families who want to protect their legacy.

If you’d like proper, regulated guidance, you can contact me and I’ll introduce you to

one of our FCA-approved IHT specialists who can walk you through your options.

This report — like all the others in the Market Insider IHT series — is designed to

educate, not advise. Because understanding how the system works is the �rst step to

making it work for you.



Pension Scandal...

In "Pension Scandal - £1 Million to £360k," discover how a

lifetime of diligent saving can be stealthily dismantled by a

double taxation system, leaving families with only a

fraction of their intended wealth. As pensions face

inheritance tax and income tax, the promise of a secure

retirement unravels under rising costs and frozen

thresholds. This eye-opening exploration reveals the harsh

reality of what your pension truly means in today’s �nancial

landscape.


