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Funding a comfortable retirement
‘Will I be able to afford the retirement lifestyle I want?’ is a question that many people ask but struggle to
figure out. There are many ways to assess your likely income in retirement and work out how much you
need to put away now to enjoy the kind of lifestyle you want in later life.
TOO COMPLICATED TO
THINK ABOUT
Funding a comfortable retirement will be the
biggest financial priority for many people, yet
some people spend more time planning their
holiday than their own retirement – perhaps
because planning for retirement seems too
complicated to think about?
We know that we want an active, comfortable
retirement but often don’t know where to
start the savings and investment process. The
starting point is to obtain professional financial
advice and set a plan in motion that is reviewed
at least annually to enable you to build the
future retirement you want.

KEY CONSIDERATIONS FOR
MOST PEOPLE
Everybody’s circumstances are different, but
the key considerations for most people when
they think about retiring will come down
to factors such as whether they’re renting,
paying a mortgage, have any debt, plan to keep
working, and how much money they have saved
in pensions and other investments. People
estimate that living reasonably comfortably in
retirement requires around 50% to 60%[1] of
the income they had while they were working.

It’s also important to bear in mind that your
life changes when you retire – and so does
the way you spend your money. The increases
in the cost of living with inflation are another
important consideration. While the State
Pension increases with inflation (with the ‘triple
lock’, increases can exceed inflation), income
from your pension might not, depending on
how you decide to take your money.

START SAVING FOR YOUR
PENSION EARLY
If you start saving for your pension early in
your working life, it may be difficult to predict
what your needs will be when you retire.
Ideally, you should aim to put away as much
as you can afford, but don’t worry if it’s not
as much as you’d like to start with. It can
be better to save small amounts that have a
long time to grow in value. As your income
improves, you may be able to increase how
much you put away for your pension.
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If you’ve started to save later in your working
life, you may have a better idea of what your
circumstances are likely to be, which can make
it easier to work out what level of income
you’ll need for your retirement. However, you’ll
have less time to save it up, and the amount of
money you’ll need to save may be higher.

ACHIEVING FINANCIAL
FREEDOM
Saving for retirement is essential if
you want the financial freedom to
enjoy your later years. Things to
consider include:
1. Deciding how much money you want each
year in retirement
2. Calculating how big your pension pot needs
to be to give you that income
3. Working out how much you should be
saving today in order to build that kind of
pension pot value

FACTSHEET

Enjoying the kind of lifestyle you want in later life requires planning
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The standard annual allowance is currently
set at £40,000 for the current 2016/2017
tax year (higher earners or those who have
flexibly accessed their pensions may have a
lower figure). If the contributions to all your
pensions (including all personal and workplace
contributions) are more than the annual
allowance, you may have to pay a tax charge on
anything over the annual allowance based on
the highest rate of Income Tax.

KNOW YOUR NUMBER

NEED TO BOOST YOUR FUTURE
RETIREMENT INCOME?

Next, you want to work out how big your
pension pot needs to be in order to achieve
the retirement income you want. One rule of
thumb is to take the annual retirement income
you’d like – let’s say it’s around £50,000 based
on the above – and then multiply that by 20. So
in this example, to achieve a retirement income
of £50,000, you’d need to build up a pension
pot worth in the region of £1,000,000.

YOUR ANNUAL ALLOWANCE
You can receive tax relief on pension
contributions worth up to the lower of 100%
of your annual salary or the annual allowance.

There are a number of things you can do
to boost your future retirement income,
wherever you currently are in the planning
process. Everyone’s retirement needs are
different, and planning for your retirement is
just like any other kind of budgeting you have
to do: it requires calculating some numbers,
implementing a plan and continually reviewing
it until you reach your goal. To review
your current situation or to obtain further
information, please contact us – we look
forward to hearing from you.
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Source data:
[1] Scottish Widows, October 2014
Information is based on our current understanding
of taxation legislation and regulations. Any levels
and bases of, and reliefs from, taxation are subject
to change.Tax treatment is based on individual
circumstances and may be subject to change
in the future. Although endeavours have been
made to provide accurate and timely information,
we cannot guarantee that such information is
accurate as of the date it is received or that it will
continue to be accurate in the future. No individual
or company should act upon such information
without receiving appropriate professional advice
after a thorough review of their particular situation.
We cannot accept responsibility for any loss as a
result of acts or omissions.

FACTSHEET

Government research indicates that people
earning around £50,000 or more per year look
to achieve a retirement income that is 50% of
their current salary. If that doesn’t sound like
much, remember you’re perhaps unlikely to
have a mortgage and other big expenses at this
stage in your life, so you may need a lot less
than you do when you’re working. The ratio
tends to go up for those on lower salaries, as
you’d expect.

