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Getting the most out of retirement and reaching your goals

requires planning.

Not thinking about your post-work years until you reach
that milestone can mean that a retirement that promised
much, falls short. While you might daydream about giving
up work, pinning down the details, from your lifestyle to
your income, means you’re more likely to turn your dream

into a reality.

Being proactive means you can approach retirement with
confidence and really focus on enjoying the next chapter
of your life.

It’s never too soon to start planning for retirement. So,
what steps can you take now to help you reach your
retirement goals?
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When you think about planning your retirement, what
comes to mind first? If it’s pensions and money, you're
starting in the wrong place.

Setting out what you want your retirement to look like is
crucial. It gives you an opportunity to think about what
your priorities are and the reasons you’re looking forward
to this chapter of your life.

And, of course, without knowing what your retirement
lifestyle will look like, understanding if you’re on track
financially is difficult.

These three questions can help you start to build up a
clear picture of your ideal retirement.



1. WHEN DO YOU WANT TO RETIRE?

Realistically, when do you want to retire? For some people,
the answer will be “as soon as possible”. However, there
are many reasons for working longer - and it’s not always
about money. You may enjoy your position, like the routine
work provides, or enjoy the social aspect of your job.

Setting a retirement date can give you a clear target. It's not
set in stone though, and you should review your decision
regularly as your circumstances and wishes could change.

A clear date is also important for understanding how long
yoUu’ll spend in retirement, which will affect how long your
pension and other assets will need to last.

While people are living longer and the State Pension Age is
rising, retiring early is still a dream for many people.

Today’s retirees are likely to spend

When you’re planning your retirement, you
should be thinking in decades, not years. As
life expectancy has increased, how long people
spend in retirement has too.

The Office for National Statistics’ life
expectancy calculator demonstrates this:

¢ A 60-year-old man retiring today has an
average life expectancy of 84, and al1in 4
chance of reaching 92.
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According to Aviva, among those who aspire to retire early, 60
is the most popular age. 1in 5 hope to retire when they’re 55.

The research found that the desire to retire early was
driven by people wanting more freedom while they’re
physically fit and well enough to enjoy it.

Other key factors were reassessing what’s important in life,
wishing to spend more time with family, and finding work
too stressful.

Among those that have already retired early, 60% of people
reported an increase in their overall happiness as a result.

Ask yourself why you’ve chosen a particular retirement
date. It can help you identify what you’re looking forward
to and is useful for building up a picture of your desired
retirement lifestyle.

decades in retirement

¢ A 60-year-old woman has an average life
expectancy of 87 and a 1in 4 chance of
celebrating their 94th birthday.

So, to ensure long-term stability, modern retirees
need to consider how their lifestyle and expenses
will change over more than three decades.
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https://www.aviva.com/newsroom/news-releases/2021/12/sixty-the-most-popular-age-to-retire-early/
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/articles/lifeexpectancycalculator/2019-06-07
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/articles/lifeexpectancycalculator/2019-06-07
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When asked what enabled early retirees to reach their goal, they said:

Having a defined
benefit pension

Paying off my
mortgage

Saving little
and often

Saving extra Receiving a
whenever | received
a pay rise or bonus

Receiving an
redundancy payout inheritance
Source:
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https://www.aviva.com/newsroom/news-releases/2021/12/sixty-the-most-popular-age-to-retire-early/
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|s blending work and retirement an option

you should consider?

Gone are the days when you had to give up work
completely on a set date. Today, you have much more
freedom to create a lifestyle that suits you.

For some, that means blending work and retirement by
gradually moving into the next stage of their life. Phased
retirement could mean reducing your working hours,
moving to a less demanding job, or working remotely. It
could help you enjoy the best of both worlds.

According to an Aegon report, 38% of people receiving
financial advice plan to retire gradually. This compares to
44% of people that want to retire at a single point in time.

A phased approach can also be useful for ensuring you
have enough money throughout retirement, as you'll be
less reliant on your pension in the early years.

2. WHAT DOES YOUR IDEAL RETIREMENT LOOK LIKE?

When you think about retirement, what is it you’re most
looking forward to? Your lifestyle wishes and goals are
essential for creating a fulfilling retirement.

When you start thinking about retiring, it’s usually the big-
ticket experiences that first come to mind.

It may be a stereotype but travelling remains one of the
things people look forward to the most when they retire.

Other common big-ticket experiences include moving
abroad, taking on a renovation project, or even starting a
business.

These things can be exciting to think about, but just as
important is thinking about how you will fill your time day-
to-day. These smaller decisions can affect your wellbeing
and happiness just as much as the larger ones.

You may hope to spend time on hobbies, socialising with
friends, or taking grandchildren out. But suddenly having
a lot of free time on your hands after working for decades
can require some adjustment.

Without a routine, some retirees find they aren’t getting as
much out of retirement as they had hoped. So, setting out
what is important to you and making time for these things
is essential.

That could mean attending a weekly workshop to develop
new skKills, making Sundays family time, or setting a
resolution to spend time exercising each day.

What’s important is that you create a routine around the
things you enjoy.
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https://www.independent.co.uk/life-style/older-people-make-friends-survey-b1943591.html
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https://www.aviva.com/newsroom/news-releases/2018/11/the-retirement-dream-may-not-be-the-retirement-reality/

3. DO YOU HAVE ANY OTHER PRIORITIES OR GOALS FOR RETIREMENT?

As well as lifestyle goals, you may have other priorities Preparing menta"y for retirement

that are important to you, which could affect your life
and income. Retirement is a huge life event and the emotional

side of giving up work mustn’t be lost in trying to

For example, you may have decided you want to help . :
organise your finances.

children or grandchildren get on to the property ladder

by offering financial support. These priorities can have For some people, retiring can leave them feeling

a direct effect on your retirement and how you plan like they’ve lost their identity, so it may take

for this part of your life. Setting them out as soon as time for you to find new passions or purpose.

possible and reviewing them regularly can help make Planning what you'll do with your time and what’s

sure you meet them. important to you can help you overcome this
retirement challenge.
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Turning your retirement vision into a reality:
What income do you need?

With goals set for your retirement lifestyle, it’s time to
start thinking about how you’ll afford it.

You may already be paying into a pension and taking
other steps to secure your long-term financial security. But

are you doing enough?

A report from the

found that

more than two-thirds of 50- to 64-year-olds don’t know

how much they’ll need for retirement. Not understanding
how much you need can mean you face a shortfall when

you retire, or that you take an unsustainable income from
your assets once you stop work.

It can be a difficult question to answer. Not only do you

need to consider how income needs will change over
several decades, but your income in retirement is likely to

come from several different sources.

Add up the essential costs you need to
cover in retirement. This should include
things like utility bills and grocery
shopping. Keep in mind that some
expenses you have now, such as your
mortgage or commuting costs, you
may not have in retirement. This will
give you the basic income you need.

Now, what extra income do you need
on top of the essentials to allow you to
live the retirement lifestyle you want?
Understanding your discretionary
spending is just as important as the
essential costs if you want to reach
goals and have confidence in your
future. You may include expenses like
eating at restaurants, going on holiday,
or equipment for your hobby.

The Useful Guide to Reaching Your Retirement Goals

Breaking down your finances into three areas can help you
understand what income you will need.

J

Maintaining a financial buffer in
retirement is just as important as
when you’re working. You can still
face unexpected costs and it can be
valuable if you need care or support in
your later years. Having an emergency
fund can improve your financial
resilience.

Remember, your income needs may
not remain the same throughout
retirement. Traditionally, retirees have
spent more in the early years before
spending settles down.


https://www.smf.co.uk/pensions-guidance-gap-fuels-132bn-savings-shortfall/

Inflation: How the rising cost of living could reduce your
spending power

Inflation means that your income will decrease in lifestyle you wanted. According to the Bank of
real terms if it doesn’t rise at the same pace. England’s inflation calculator, by 2021 you’d
need an income of £57,730 to achieve the same
lifestyle. If you hadn’t considered inflation, you
could be facing a shortfall of more than £27,000
each year.

As goods and services cost more, your retirement
income will need to stretch further. If you

haven’t considered inflation, you could struggle
financially in the future. The rate of inflation can
seem relatively small year-to-year, but when your There are several steps you can take to manage
retirement is likely to last decades, it adds up. the effects of inflation in retirement, including
investing a portion of your assets and purchasing
an inflation-linked annuity. If you'd like to discuss
your options, please contact us.

Let’s say you retired in 2000 and an income of
£30,000 was enough to afford the retirement
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https://www.bankofengland.co.uk/monetary-policy/inflation/inflation-calculator
https://www.bankofengland.co.uk/monetary-policy/inflation/inflation-calculator

CIAL
o 0
EST

saas\“

Q
S
z
S
1

S "/,
Y3ant

A couple needs an income of £26,000 for a comfortable
retirement lifestyle, according to Which?

While the income you need will depend on your decisions,
research from Which? can give you a broad idea of the
lifestyle different incomes will provide.

The findings suggest that a retired couple aiming for a
comfortable retirement will need an income of £26,000 a
year. A comfortable lifestyle includes travel to European
destinations, a budget of £1,188 for recreation and leisure,
and spending around £700 on new clothes a year.

If you hope to visit long-haul destinations, purchase a new
car, and visit fine restaurants, the research suggests an
annual income of £41,000 for a couple.

Retirement income targets

45,000

£41,000

40,000

35,000
£31,000

30,000

£26,000

25,000

20,000 £18,000

15,000

10,000

5,000

0
Essential Comfortable Luxury

Source: Which? . Single-person household . Two-person household
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https://www.which.co.uk/money/pensions-and-retirement/starting-to-plan-your-retirement/how-much-will-you-need-to-retire-atu0z9k0lw3p
https://www.which.co.uk/money/pensions-and-retirement/starting-to-plan-your-retirement/how-much-will-you-need-to-retire-atu0z9k0lw3p

Bringing together your goals, income needs, and assets

You’ve set out what will make your retirement fulfilling and
the income needed to achieve it. But are you on the right
track to reach your goals?

Financial planning can help you bring together your goals,
income needs, and how your assets, from your pension to
property, can support this.

The decisions you make at the point of retirement can

affect the rest of your life. Despite this, only a fifth of
50- to 60-year-olds have spoken to a financial adviser or
planner about their pension, according to a

report.

As a result, many lack the understanding of how much they
need to save or how best to use their pension in retirement,
and it could mean they don’t secure the retirement they
want.
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https://www.smf.co.uk/pensions-guidance-gap-fuels-132bn-savings-shortfall/
https://www.smf.co.uk/pensions-guidance-gap-fuels-132bn-savings-shortfall/
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