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PLANNING AND PREPARING 
FOR RETIREMENT

Why reaching our 50s and 60s o�en brings retirement into sharper focus

Welcome to our Guide to Planning and Preparing for Retirement. As we navigate life, reaching our 

50s and 60s o�en brings retirement into sharper focus. �is phase heralds a well-earned respite 

from years of dedication and hard work. For many, retirement is envisioned as the most extended 

holiday of their lives, o�ering opportunities to travel, engage more deeply with hobbies or spend 

cherished moments with family and friends. However, realising this idyllic vision requires 

thoughtful �nancial planning.
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Ensuring your �nancial a�airs are in order as 

you approach retirement is crucial. With longer 

life expectancies and an ever-evolving economic 

landscape, having a sound �nancial plan 

ensures you can maintain your desired lifestyle 

without �nancial stress. �is planning involves 

understanding your income sources, managing 

your savings and anticipating future expenses.

Determine your 

retirement timeline

Deciding when to retire is a pivotal step in your 

�nancial planning journey. Unlike a one-size-

�ts-all approach, the choice of retirement age 

is profoundly personal and depends on various 

factors, including your �nancial readiness, 

health and lifestyle aspirations. Understanding 

these elements can help you make an informed 

decision that aligns with your long-term goals.

Role of financial readiness

One of the most signi�cant determinants of 

retirement age is �nancial readiness. Many 

individuals cannot retire until they can draw 

from their pension schemes or are eligible for 

the State Pension. Assessing your �nances, 

including savings, investments and expected 

pension income, is crucial in determining 

when you can comfortably retire without 

compromising your standard of living.

Understanding pension options

Di�erent pension types come with varying 

retirement age rules. Workplace pensions, 

mainly de�ned contribution schemes, 

and older de�ned bene�t plans o�en set a 

retirement age, typically around 65. However, 

these can di�er based on the speci�c terms 

of your pension plan. Knowing the details of 

your pension arrangements allows you to plan 

e�ectively for retirement.

Accessing personal 

pensions early

For those with personal pensions, there’s o�en 

more �exibility. Currently, personal pensions 

can be accessed from age 55, although this 

threshold is set to increase to 57 by 2028. �is 

earlier access can provide opportunities for 

phased retirement, allowing you to transition 

gradually from full-time work to retirement 

while supplementing your income with 

pension withdrawals.

Considerations for 

early retirement

Choosing to retire early can have signi�cant 

�nancial implications. Early access to 

pensions means smaller annual payouts, as 

your pension pot needs to sustain you for a 

longer retirement. Additionally, retiring before 

reaching State Pension age means you will need 

to bridge the income gap until those bene�ts 

become available.

Balancing lifestyle and 

financial security

Deciding when to retire should balance your 

desired lifestyle with �nancial security. Some 

may continue working part-time to maintain 

an active lifestyle and �nancial health, while 

others prioritise leisure and personal pursuits. 

Evaluating your priorities and consulting with 

us will help clarify the best path forward.

Understanding your retirement 

income sources

Planning for retirement is crucial to ensuring 

a comfortable and secure future. One of the 

most important aspects of retirement planning 

is understanding your potential sources and 

values of retirement income. �is involves 

gathering comprehensive details about your 

pensions, savings and investments. Once you 

have these details, obtaining estimates from 

each source will help you gauge the total 

income you might expect upon retirement.

Estimating income from savings 

and investments

Begin by compiling information on all your 

savings and investment accounts. �is includes 

personal savings accounts, stocks, bonds 

and any other investment vehicles you own. 

Understanding this will help you strategise 

e�ectively for your future �nancial needs.

Checking your State Pension

�e State Pension is a foundational element 

of retirement income for many. Regularly 

requesting a State Pension forecast will enable 

you to track what you’ve accumulated over the 

years. You can request this information online, 

by phone or via post, provided you’re aged 16 

or over and at least 30 days from reaching the 

State Pension age.

Assessing Defined 

Benefit Pensions

De�ned bene�t pensions, o�en called ‘�nal 

salary’ or ‘career average’ schemes, provide a 

retirement income based on your salary and 

tenure within the scheme. �ese schemes 

are typically found in the public sector or 

older workplace pension arrangements. Your 

provider should send you an annual bene�t 

statement. If not, don’t hesitate to request one. 

�is statement will outline your potential 

pension and may include assumptions about 

any tax-free cash you might take.

Evaluating Defined 

Contribution Pensions

De�ned contribution pensions work di�erently, 

accumulating a pot of money you can use 

for retirement income. �e value of this pot 

depends on contributions from you and your 

employer, investment returns and tax relief. 

Insurance companies or master trust providers 

might manage these pensions, or you might 

be part of an individual scheme through your 

employer. Your annual statement will estimate 

your pot’s value at retirement and potential 

income options, such as an annuity.

Exploring additional 

income streams

Beyond pensions, consider other assets that 

might provide income during retirement. 

�ese could include cash deposits, share-based 

investments or rental income from property. 

Obtaining statements or projections for these 

assets is bene�cial, as they can signi�cantly 

enhance your retirement income portfolio.

Where are your pension 

savings invested?

Understanding the investment of your pension 

savings is crucial. Individuals can in�uence 

how their money is invested when it comes 

to personal pensions, stakeholder pensions or 

self-invested pension plans (SIPPs). Pension 

providers typically o�er a range of investment 

funds designed to manage your investments 

over the years leading up to retirement. O�en, 

there’s a default option that invests across 

various funds to cater to a broad audience.

Understanding fund options

Fund options can vary signi�cantly. You might 

encounter funds that specialise in speci�c 

assets, such as those focusing exclusively 

on shares in European companies or funds 

that invest in a diversi�ed mix of assets, 

including global shares and government bonds. 

Diversifying your investments is a prudent 

strategy for managing risk, as it spreads your 

potential exposure across di�erent asset classes.

Flexibility of SIPPs

SIPPs are particularly versatile, o�ering 
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access to various assets and granting investors 

greater control over their investment 

decisions. However, this �exibility is best 

suited for those with substantial �nancial 

knowledge and the con�dence to make their 

own investment choices.

Determining the right 

pension fund

Choosing the right pension fund requires 

careful consideration. It’s generally advisable 

to allocate your investments across di�erent 

assets, sectors or regions rather than 

concentrating all your resources in one 

area. Basic managed funds can achieve this 

diversi�cation for you. However, if you prefer 

a hands-on approach, evaluate how your 

investments spread risk across various options.

Assessing investment style

Your investment style is crucial in determining 

your fund choices. If you are cautious, 

you’ll likely lean towards lower-risk assets. 

Conversely, those with a high risk tolerance 

might opt for higher-risk assets, expecting 

potentially greater returns. A balanced 

approach includes a mix of both high- and 

low-risk assets.

Exploring investment fund types

In the UK, investors can access thousands of 

investment funds with diverse options and risk 

levels. �ese include:

Asset type funds: Investing in equities, �xed 

interest, property or cash.

Geographical funds: Targeting speci�c 

countries or regions.

Risk-adjusted funds: Tailored to match 

particular risk pro�les or investment styles.

Combination funds: Mixing di�erent sectors, 

such as managed funds.

Lifestyle funds: Adjust risk pro�les as you 

approach a target retirement date.

Active vs Passive Funds

A signi�cant debate in investment circles is the 

choice between active and passive funds. Active 

funds rely on fund managers to select shares 

believed to outperform the market, while 

passive funds, or trackers, follow a market 

index. Passive funds o�en have lower costs due 

to minimal management, which some investors 

�nd appealing as charges can erode returns 

over time.

Deciding on pension fund changes

As you plan for retirement, your fund choice 

should align with your stage in life. Young 

professionals or those with a higher risk 

appetite might select di�erent portfolios than 

those nearing retirement, who may prefer 

stability and the certainty of an annuity. If 

retirement is less than 15 years away, consider 

reallocating some investments from shares to 

bonds and cash to reduce risk.

Many pension plans o�er lifestyle funds 

that automatically adjust investments towards 

safer options as retirement approaches. If your 

pension isn’t in such a fund, you can manually 

switch to lower-risk options, though checking 

for any associated fees is important.

Investing in multiple funds

Most de�ned contribution pension schemes 

permit investment in a variety of funds. 

Your provider should o�er comprehensive 

information about available options in a 

fund fact sheet. A Key Investor Information 

Document (KIID) should also be provided to 

detail the fund’s objectives, charges and other 

vital information.

Planning your retirement income

Evaluate whether the combined income from 

your pensions and State Pension will su�ce 

for your desired retirement lifestyle. Generally, 

you may need around two-thirds of your pre-

retirement salary a�er tax to maintain your 

lifestyle, though individual needs vary.

Boosting your pension 

contributions

Planning for retirement involves more than 

just setting aside a portion of your income; it 

requires strategic thinking about maximising 

your pension contributions. If there’s a 

likelihood of a shortfall in your future pension 

income, it’s prudent to consider increasing your 

pension savings now. Even minor adjustments 

to your contributions can have a notable 

impact on your pension pot, thanks to the 

power of compounding interest.

Understanding the impact of 

contributions

Many individuals adhere to the minimum 

contribution levels set by auto-enrolment 

schemes. While these minimums provide a 

good foundation, contributing more than 

the baseline can signi�cantly enhance your 

�nancial security in retirement. �e carry-

forward rules further support this strategy, 

allowing you to utilise unused allowance 

from the previous three years to maximise 

your contributions where you have su�cient 
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relevant UK earnings to support the 

contribution and obtain tax relief.

Maximising tax benefits 

on contributions

Another crucial aspect of boosting your 

pension is understanding the tax relief 

available on pension contributions. For 

higher rate taxpayers, this can be particularly 

advantageous. By using self-assessment, 

you can reclaim higher rate tax relief, which 

e�ectively increases the amount of your 

contributions that bene�t from tax incentives.

Taking full advantage of tax relief

Tax relief on pension contributions acts as an 

incentive from the government to encourage 

retirement savings. Basic rate taxpayers have 

their contributions automatically increased by 

20%, while higher rate taxpayers can claim an 

additional 20% and additional rate taxpayers 

an extra 25% depending on the amount of the 

contribution. �is relief makes contributing 

to your pension a savings act and a �nancially 

astute decision.

Strategising for 

optimal contributions

To maximise these bene�ts, reviewing your 

current contributions and assessing whether 

you are optimising the available tax relief 

is essential. Consulting with a �nancial 

advisor can provide insights into how best to 

structure your contributions to align with your 

retirement goals. �ey can also help ensure 

you fully use the carry-forward rules and other 

available strategies.

Planning for your 

dependents’ future

When strategising for a secure retirement, 

it’s crucial to consider your dependents’ 

�nancial wellbeing. Considering them in your 

retirement plan can help to ensure they are 

cared for even a�er you’re gone. One e�ective 

method of passing on wealth is through 

pensions, which can o�er signi�cant bene�ts in 

terms of inheritance.

Pensions as a wealth transfer tool

Pensions are particularly advantageous in 

estate planning because they usually fall 

outside your taxable estate. �is means 

that they can be passed on to bene�ciaries 

without attracting Inheritance Tax, which can 

otherwise substantially reduce the amount your 

dependents receive. Structuring your pension 

wisely can ensure that a considerable portion of 

your wealth remains intact for your loved ones.

Understanding tax implications

However, it’s essential to know the potential 

tax implications of passing on a pension. 

While pensions generally avoid Inheritance 

Tax, bene�ciaries may face Income Tax 

liabilities depending on when the pension 

is inherited. If you pass away before age 75, 

bene�ciaries can usually withdraw from the 

pension tax-free. However, if you die a�er 

reaching 75, they may need to pay Income 

Tax on withdrawals, mirroring the tax rates 

applicable to their income.

Strategies for minimising 

tax liabilities

Consider discussing your options with us 

to manage these potential tax liabilities. We 

can guide you in structuring your pension to 

maximise bene�ts and minimise tax burdens for 

your bene�ciaries. Options such as setting up a 

trust or designating speci�c bene�ciaries can be 

explored to optimise the transfer of wealth.

Ensuring a smooth transition

Additionally, it’s prudent to regularly review 

your pension arrangements and ensure that 

your bene�ciary nominations are up to date. 

�is ensures that your dependents can access 

the funds with minimal legal hurdles. Clear 

documentation and communication about your 

intentions can prevent potential disputes and 

ensure a smooth transition.

THIS ARTICLE DOES NOT CONSTITUTE 

TAX, LEGAL OR FINANCIAL ADVICE AND 

SHOULD NOT BE RELIED UPON AS SUCH. TAX 

TREATMENT DEPENDS ON THE INDIVIDUAL 

CIRCUMSTANCES OF EACH CLIENT AND MAY 

BE SUBJECT TO CHANGE IN THE FUTURE. FOR 

GUIDANCE, SEEK PROFESSIONAL ADVICE.

A PENSION IS A LONG-TERM INVESTMENT 

NOT NORMALLY ACCESSIBLE UNTIL AGE 55 

(57 FROM APRIL 2028 UNLESS THE PLAN HAS A 

PROTECTED PENSION AGE). 

THE VALUE OF YOUR INVESTMENTS (AND 

ANY INCOME FROM THEM) CAN GO DOWN 

AS WELL AS UP, WHICH WOULD HAVE AN 

IMPACT ON THE LEVEL OF PENSION BENEFITS 

AVAILABLE. 

YOUR PENSION INCOME COULD ALSO BE 

AFFECTED BY THE INTEREST RATES AT THE 

TIME YOU TAKE YOUR BENEFITS.

THE FINANCIAL CONDUCT AUTHORITY DOES 

NOT REGULATE ESTATE PLANNING, TAX 

ADVICE, WILL WRITING OR TRUSTS.

WILL WRITING, TAX ADVICE, TRUSTS, AND 

INHERITANCE TAX/ESTATE PLANNING 

ARE NOT REGULATED BY THE FINANCIAL 

CONDUCT AUTHORITY.

THE VALUE OF YOUR INVESTMENTS (AND 

ANY INCOME FROM THEM) CAN GO DOWN AS 

WELL AS UP.

READY TO TAKE PROACTIVE 

STEPS IN YOUR RETIREMENT 

PLANNING?

Secure your �nancial future by taking 

proactive steps in your retirement 

planning today. If you need expert 

guidance or want to explore your pension 

options further, we are here to assist 

you. Contact us to con�dently navigate 

this crucial journey, ensuring that your 

retirement plans meet your long-term 

goals. Let us support you in making 

informed decisions for a secure and 

comfortable retirement.



Published by Goldmine Media Limited, 124 City Road, London EC1V 2NX. 

Content copyright protected by Goldmine Media Limited 2024. 

Unauthorised duplication or distribution is strictly forbidden. 

This guide is for your general information and use only and is not intended to address your particular requirements. The content should not be relied upon in its 

entirety and shall not be deemed to be, or constitute, advice. Although endeavours have been made to provide accurate and timely information, there can be no 
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As you head towards retirement, accessing your hard-earned 

savings wisely is crucial. Let us help put your worries to rest and 

guide you in making informed decisions for a rewarding and 

secure future.

To find out more, please contact us – we look forward to 

hearing from you.

ARE YOU READY TO 
DISCUSS OR REVIEW YOUR 

RETIREMENT PLANNING 
AND OPTIONS? 

https://www.waldencapital.co.uk/contact/

