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3 Preparing For Retirement Whilst what retirement actually means these 

days is changed from a generation ago, if 

you are closer to your planned  full or partial 

retirement  age, then this article looks at 

some of the things you might want to think 

about as you prepare and plan.
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It’s a common misconception that preparing for your retirement begins, 

and ends, with your finances. Retirement has fundamentally and 

dramatically changed from traditional perceptions.

The broad shift away from Defined Benefit pensions, the removal of the 

default retirement age, the inclusion of Age Discrimination in legislation 

and the expansion of financial freedoms - all these systemic changes have 

taken place against an backdrop of generally increasing longevity and 

healthier ageing, and far greater opportunities for leisure, personal 

development, communication, and indeed for the nature and concept of 

“work” itself. 

And for an individual that means you need to change the way you think 

about preparing for your retirement.

Rather than starting from “How much will I have to spend in retirement?” 

start instead from “How do I want to spend my retirement?”. The key here 

is that there will be a lot of decisions you are going to need to make about 

what to do with your pension(s), any savings and investments and so on. 

And making those decisions without considering what you actually want to 

do with your money in retirement might lead you to make less than optimal 

decisions. Take a simplified example: a person might be intending to take 

the maximum 25% tax-free lump sum when they put their pension into 

payment, not out of an identified need for it but because it’s “what people 

do” with a pension. 

But have they actually thought about what they want to 

do with that money? Do they actually need a lump sum 

if, for example, they’ve already paid off their mortgage 

and don’t anticipate having any large one-time 

expenses they need to cover from their pension pot? 

Would financing the retirement they actually want to 

have be better served by leaving that lump sum in their 

pension,  and maybe buying a larger annuity to 

increase their regular and guaranteed pension income?

Proper preparation for retirement requires thinking 

about what you would like to be doing, who with, 

where, and how much it will cost, and what form that 

cost takes – for example will you have regular 

spending: regular holidays abroad, season tickets, 

regular trips to the theatre, club or gym memberships 

and so on? Or will you have expensive “one-off” 

purchases like new equipment to help you pursue an 

interest you love, or to pay for a once-in-a-lifetime 

super holiday?

Considering the lifestyle you want to lead in retirement 

first and only then taking decisions around your 

finances so that you can afford that retirement will help 

you to optimise your retirement outcome.
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