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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 finished taxing it — first 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.
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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:

¢ Your Pension Pot: £1,000,000

¢ Inheritance Tax at 40%: £400,000 goes
straight to HMRC

e What's Left: £600,000

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%.

£600,000 x 40% = £240,000 in income

tax

That leaves just £360,000 for your
family.

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 inflation and frozen
thresholds.



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 inflation.

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.
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The government doesn't need to
increase the rate; it just freezes the band
and lets inflation do the work.
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Thus Is Not How Pensions Were Sold
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A Lifetime of Saving, A Moment of Loss
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