
        
SALARY EXCHANGE CAN BOOST EMPLOYEE PENSION CONTRIBUTIONS BY 

ALMOST 20%, SAYS FIDELITY INTERNATIONAL 
 

• Free educational factsheets available from Fidelity – contact 
julian.webb@fil.com 

 
London, 3 July 2008: Companies are embracing salary exchange so that employees 

can boost the money they pay into their defined contribution (DC) pensions, says Fidelity 

International. In certain circumstances this can mean employees increase contributions 

by as much as 19.5%* without a reduction in net pay. 

 

Salary exchange, also known as salary sacrifice, sees both employer and employee 

contributing to the company pension scheme, but the employee does so by reducing 

their pay by the same amount they would normally contribute to their pension.  

 

Because the amount sacrificed is no longer being paid as salary, the employer pays a 

reduced national insurance (NI) bill and the employee a reduced tax bill. For employees 

of companies that reinvest their savings back into the pension scheme, pension 

contributions could be increased by as much as 19.5%*, in most cases at no additional 

cost to either employer or employee. 

 

Although a minority of companies with DC schemes offer salary exchange**, Fidelity is 

nonetheless seeing a general rise in the number of companies interested in 

implementing it***. 

 

Julian Webb, Executive Director of DC Business Development at Fidelity 
International, says, “Salary exchange can be a win-win situation for companies. It 

means they can save on national insurance and total benefit spend, although we see 

many paternalistic employers reinvesting these savings back into the pension scheme 

and boosting employee contributions. In some cases this can mean employees see as 

much as a 19.5% rise in their overall pension contributions and an increase in their take 

home pay. 

 

mailto:julian.webb@fil.com


“Salary exchange, a more popular and positive term than salary sacrifice, is simple to set 

up. Our free factsheets describe how and also offer clear explanations of the figures 

involved. We have also established a five point plan to get HR directors started.” 

 

Fidelity International’s five steps to implementing salary exchange: 
1. Take advice – whilst salary exchange schemes do not require HM Customs and 

Revenue approval it is crucial they meet HMRC guidelines. 

2. Consult the rules of your existing pension scheme and amend contracts of 

employment appropriately. 

3. Consider paying some or all of the company NI savings into the pension scheme. 

4. Develop a good employee communication programme to increase likelihood of high 

take-up. 

5. Consult your payroll provider. 

 
More details and copies of the free factsheets are available from Fidelity by 

emailing: julian.webb@fil.com
 

FIL Limited (“FIL”) and its subsidiary companies serve the major markets of the world by 

providing investment products and services to individuals and institutional investors 

outside the US. FIL Limited manages a total of £130.4 billion of assets****. 

 
- ENDS - 

 
Notes to editors: 
 
* Employee earning £60,000 per annum, exchanging 5% of gross salary to a contract-based DC 
pension scheme, can boost net pay from £38,968 to £39,598 and reduce NI contributions by £30. 
The employee could choose to contribute this £30 NI saving and the balance of their increase in 
net pay (£600) which would immediately be ‘grossed’ up by the provider to £787.50. Together 
with the employer’s additional contribution of £384, an extra £1,171.50 could therefore be added 
to the pension. This is an overall increase in contributions of 19.5%. Salary exchange may affect 
future state benefits. 
** 13% of UK DC schemes use salary exchange. Source: Mercer Work and Savings Survey, 
September 2007 
*** Anecdotal evidence. Source: Fidelity, June 2008 
**** Source: Fidelity as at 31.03.08. 
 
 
For further information, please contact: 
 

Anne Read David Butcher  
Fidelity International Fidelity International   

020 7961 4409 020 7074 5262  
Anne.read@fil.com    David.butcher@fil.com
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FIL Limited was established in Bermuda nearly 40 years ago and provides asset management 
services to investors outside of the Americas. FIL Limited  and its respective subsidiaries form the 
global investment management organisation that is commonly referred to as Fidelity International. 
Past performance is not a reliable indicator of future results. Unless otherwise stated all products 
are provided by FIL Limited, and all views expressed are those of Fidelity. Assets and resources 
as at 31.03.08 include those of FIL Limited and its subsidiaries. Fidelity only gives information on 
its products and does not provide investment advice based on individual circumstances. The 
value of tax savings will depend upon your individual circumstances and tax rules may change in 
the future. This material is intended for investment professionals, may not be reproduced or 
circulated without prior permission and must not be relied upon by private investors. The value of 
investments may go down as well as up and an investor may not get back the original amount 
invested. Fidelity, Fidelity International and Pyramid Logo are trademarks of FIL Limited. Issued 
by FIL Pensions Management (FSA registered number 144345) and FIL Investments Life 
Insurance Limited (FSA registered number 186526), firms authorised and regulated by the 
Financial Services Authority. Both FIL Pensions Management and FIL Investments Life Insurance 
Limited are members of the FIL group of companies and are registered in England and Wales 
under the company numbers 02015142 and 3406905 respectively. The registered office of both 
companies is Oakhill House, 130 Tonbridge Road, Hildenborough, Tonbridge, Kent TN11 9DZ, 
United Kingdom. Fidelity's VAT identification number is 395 3090 35. CI 1963 
 


