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A pension fit for 
every purpose

We all expect to reach it one day and 

we will have certain notions of what it 

will entail: a retreat from working life, 

more time with loved ones, pursuing 

hobbies or opportunities to travel. 

Yet, the overriding impression that 

many people have is that retirement 

is a static phase, where our needs – 

and expenditure requirements – don’t 

change over time. 

Historically, we’ve been encouraged to 

think of our retirement income as linear, 

with a focus on having enough to meet 

minimum living costs and ensuring we 

don’t run out of money. However, given 

that we are all living longer now and are 

therefore going to experience multiple 

phases of retirement, a more dynamic 

approach is needed: we need to think 

about what we want to get out of 

retirement and the best financial plan 

to get there.

At Baker Gladstone & York, we 

encourage our clients to start thinking 

about retirement as a multi-phase 

process: will you really be doing the 

same things at 85 as you were at 

65? Even the healthiest, most active 

lifestyles cannot account for the fact 

that our spending, requirements and 

dependencies are likely to change over 

two decades or more of retirement. 

Just as the nature of retirement 

has changed, so too has the UK 

pensions landscape. Partly driven by 

demand, but more so by changes at 

a policy level, pension savers now 

have an opportunity to consider what 

retirement means for them, and also 

the flexibility to plan appropriately for it. 

In this guide, we outline some initial 

considerations for pension planning, to 

help to ensure you can have a happy 

and fulfilled retirement. 

At the beginning of your working life, retirement 
can seem like a distant and abstract concept. 

Baker Gladstone & York Ltd is authorised and 

regulated by the Financial Conduct Authority
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Retirement has changed: it is now a multi-
phase period of time consisting of early, 
middle and late retirement. 

More focus is required on how exactly you 
want to spend your retirement. It is unlikely 
that you’ll be doing the same thing at 85 as 
you were at 65.

Recognising that retirement is no longer 
static, you need to define your objectives 
and ensure you have robust accumulation 
and decumulation strategies in place.

Key Takeaways

A new kind of retirement is born

Increased longevity, driven by 
advancements in technology and 
healthcare, has changed the nature 
of retirement. Historically, it was 
only a short period in one’s life – 
your swansong. But increasingly, 
retirement conjures up images of 
travel, time with family, pursuing 
hobbies, or maybe just a well-
earned rest. Beyond this though, 
detail is scarce. How will what we’re 
doing at 75 be different from what 
we were doing at 65, and, again, 
how will that differ when we’re 85 
or beyond? 

For those born in England and 
Wales in 1951, who have just 
reached State Retirement Age, 
life expectancy was calculated 
to be 71.5 for women and 66.4 
for men1, with much of that time 
spent in ill-health. As decades have 
passed since then, life expectancy 

has increased significantly with 
many now enjoying an extensive 
retirement well into their 80s and 
beyond (see graph below). 

With these moving goalposts 
of retirement, we need to start 
approaching it in a different way. 
Retirement is getting longer and 
the quality of life experienced in 
that time is improving. As such, 
retirement is no longer a fixed period 
in one’s life - it’s a period of different 
stages consisting of early, middle 
and late retirement, each with 
changing needs and requirements. 
A new kind of retirement has been 
born and, as a result, financial 
planning also needs to change. 

As average life expectancy 
continues to rise, so too does the 
state pension age.
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1  Office for National Statistics, Life expectancy at birth, England and Wales, 1841 to 2018, 2018
2 Office for National Statistics, How long will my pension need to last, 2015

https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/lifeexpectancies/articles/howhaslifeexpectancychangedovertime/2015-09-09
https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/lifeexpectancies/articles/howlongwillmypensionneedtolast/2015-03-27
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For example, the ‘early’ stage of 
retirement is likely to be the best 
time for travel, whilst you are still 
in good health. Maybe you would 
like to take a long-awaited trip, 
or opt for a slower paced, more 
relaxed affair. Either way your early 
retirement is more likely to be a 

period of adventure, exploration 
and discovery. 

As you progress into the ‘middle’ 
stage of retirement, you’re more 
likely to be consolidating your 
lifestyle. You’ll have a greater 
understanding of your true cost of 

Taking a staged approach

living and start to have settled into 
more of a retirement routine. Often 
a priority in this stage is to spend 
more time with your loved ones, 
for instance your children and/or 
grandchildren. If you decide that you 
might like to move nearer to them, 
now could be the time to downsize 
and hold capital that will make your 
later retirement more comfortable. 

In ‘later’ retirement, your priorities 
are likely to be focused around 
your own health, something which 
needs to be planned for. Have you 
thought about whether you’d like 

to remain in your own home and 
receive care there, or would you 
prefer to move into a retirement 
community? Either way, this is a 
choice worth considering before 
it gets too late because each 
scenario will require different 
financial planning.

Given increasing life expectancy, 
there is even a danger of outliving 
your assets if a proper financial plan 
is not initiated, or on the other hand, 
you could end up becoming ‘the 
richest person in the graveyard’. 

Focusing on the different stages of retirement 
is a useful framework to think about your 
retirement needs. 

For those of us still in the midst of our working life, 
retirement - and what we will do with it - can seem 
a long way off. Planning for months, years or even 
decades ahead may feel like a luxury that most of 
us simply don’t have time for. 

Yet, it is never too early to seek advice on your 
retirement planning. The earlier you do it, the better.

It’s not only about when you expect to 
retire, it’s about what kind of retirement 
you expect.

Where do you want to 
go tomorrow?
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various lifestyle changes will have 
on your liquid assets. 

Building your cashflow plan

In order to build an accurate 
cashflow plan, we need to 
understand your current 
expenditure, how that might 
change and the assets you own. 
For example, you may have pension 
pots from previous employers that 
you no longer have much detail on. 

Once we have detail on all of 
your pensions and saving pots 
– combined with information on 
your other assets - we can start 
to help you make decisions about 
both your accumulation and 
decumulation strategies.

Accumulation –  
Key Considerations

1. What is the right level of 
contribution for you to be making?  
Unless you’re enrolled in a Defined 
Benefit (DB) pension scheme, the 
contributions you make will be the 
key factor in determining the size 
of your pension pot. But it isn’t as 
simple as just saving the most you 
can afford, as you need to keep in 

It’s never too early to plan

It isn’t easy – and can sometimes be 
uncomfortable – to think about how 
you want to spend your retirement 
years and, as a result, many people 
offer stock responses. Yet, as we 
can expect to spend up to a third of 
our lives in retirement, this phase of 
our life deserves equally as much 
planning and consideration as our 
careers or education.

Our starting point with any new 
client is understanding what they 
really want from the different 
phases of their retirement. 
This allows us to identify your 
‘drawdown curve’ – your own 
personal rate of expenditure 
over time - and provide more 
meaningful, independent advice 
aligned to the kind of retirement 
you want. 

To do this, we develop a wholly 
customised cashflow plan. This is 
a rigorous exercise that outlines in 
detail your changing expenditure in 
retirement, matched against your 
assets and income. It also allows us 
to ‘stress test’ different scenarios 
so that you can see what impact 

mind that there is both an annual 
and lifetime allowance and you will 
be penalised via the tax system if 
you go over either. 

2. What is the right strategy and 
appropriate level of risk?  
The risk level within your portfolio will 
largely depend on when you draw 
benefits, with the portfolio ‘de-risking’ 
as you get closer to doing so. This 
is an important consideration if you 
are using a Self-Invested Personal 
Pension (SIPP) or similar product to 
make your own investment decisions 
for your retirement. 

3. Are you saving in the most 
efficient way?  
For individuals with multiple pension 
pots, consolidation may make a 
lot of sense. However, you should 

also keep in mind that a pension 
scheme is only one form of long-
term investment – individuals who 
are nearing their annual or lifetime 
allowance may find that other ways 
of saving are more tax-efficient.

Decumulation –  
Key Considerations

Introduced in 2015, the Pension 
Freedoms Act has changed the 
way that individuals access their 
pensions, providing them with more 
flexibility and control. 

It is never too early to seek advice 
on your retirement planning – in 
fact, the earlier you do it, the better. 

Gone are the days of having your 
retirement income dictated by an 
annuity provider. Individuals really 
do now have freedom and choice to 
have the retirement they want. 

As Independent Financial Advisers, we 
are free to advise on financial products 
available from all product providers.
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When thinking about your 
retirement – or your decumulation 
stage – there are a number of 
factors to consider:

1. What is your ‘decumulation 
curve’?  
This is your own personal rate of 
spending which takes into account 
your changing expenditure 
requirements at different stages of 
retirement. 

It may be, for example, that 
your spending increases in early 
retirement as you travel and pursue 
new hobbies, followed by lower 
expenditure in middle and later 
retirement. On the other hand, your 
retirement costs may significantly 
increase in later retirement if you 
have specific care needs. Your 
‘decumulation curve’ is a personal 
assessment of what you need from 
retirement and our advisers are 
experienced at helping you identify 
what you will need and when. 

2. When will you retire and how? 
Whilst some people may wish to 
retire as soon as possible, others 
may prefer to continue working 
or take a staged approach to 
retirement by taking on part time 
roles. This will necessarily affect 
your ‘drawdown curve’ by reducing 
your need to fund living costs from 
your retirement pot. 

3. What other assets will impact 
your retirement expenditure? 
Increasingly, property is become a 
popular retirement asset. 

Whilst Buy To Let properties can 
provide a stable cashflow in 
retirement, the value of a first home 
can also be useful in funding costs 
in later retirement. 

4. Should you even use your 
pension pot to fund your 
retirement?  
Whilst this may sound 
counterintuitive, as your pension 
pot will be outside your estate for 
Inheritance Tax purposes, it may 
make sense to draw on other assets 
before accessing your pension. 

5. What do you want your legacy 
to be?  
Once you, your family and your 
friends are taken care of, there 
is little value in being the richest 
person in the graveyard. Considering 
a gift to a charity or cause that 
is important to you can ensure a 
legacy for you and your family. 

Borrowers will still be responsible 

for maintaining the payment of 

any mortgage in the event that 

the property is not rented out and 

therefore may wish to make suitable 

provision for this event.

We suggest that you seek legal advice 

and advice on tax issues before 

purchasing a property to let.
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Your pension drawdown  
– explained

Traditionally those approaching 
retirement (usually at 65) used 
funds accumulated to buy an 
annuity - a guaranteed income for 
life. This method was predictable, if 
inflexible. But in some unfortunate 
cases when an annuity was bought, 
the policyholder died just a few 
years later and the benefit was lost. 

When you come to unlock 
benefits yourself you will have 
another option, which is known as 
drawdown. In this scenario your 
money remains invested for life 
and you can withdraw income 
directly from your pot whenever 
you wish to. Alternatively it could 

be in the form of a regular income 
paid directly into your bank 
account and be changed at any 
time. Or it could be in the form of 
lump sum withdrawals, which can 
also be taken at any time. 

One of the key benefits of 
drawdown is that on your death, the 
remaining funds can be passed to 
your spouse, partner or children.  

Get in touch to avoid 
pension pitfalls

Common pitfalls we see include:

 · Nominated beneficiaries being out 

of date (meaning benefits could be 

paid to a former partner or someone 

no longer with us)

 · Investment strategy no longer fit for 

purpose – is it too cautious or too 

adventurous?

 · Unexpected restrictions on taking 

benefits before 65

 · Restrictions on providing benefits to 

spouse or children

Pension planning is a complex and 

daunting task, but it is too important 

to not take the time and effort to get it 

right. Our team are on hand to answer 

any questions or provide guidance as 

needed. Please don’t hesitate to get 

in touch.

The types of pension we review: 

 · Additional Voluntary Contributions

 · Average Defined Benefit Schemes 

(aka Final Salary or End Salary 

Schemes)

 · Contracted Out Money Purchase 

Schemes

 · Contracted In Money Purchase 

Schemes

 · Executive Pension Plans

 · Employer Sponsored Pension 

Schemes

 · Personal Pensions and Group 

Personal Pensions

 · Qualifying Recognised Overseas 

Pension Scheme

 · Section 226

 · Section 32 Buy Out Plans 

 · Self-Invested Personal Pension

 · Small Self-Administered Scheme

 · Stakeholder Pensions

With many first-time clients, we find that sometimes 
even basic information can be significantly out of date. 

When you come to draw benefits from your 
pension plan(s), you now have more options than 
your parents’ generation had. 

Because the funds are kept outside 
your estate they are normally exempt 
from inheritance tax, as they would 
be for your chosen beneficiaries.



 At Baker Gladstone & York we align your 
financial future with your life goals.

For us, success is a client who has clear lifestyle objectives 
and a financial plan to get them there. 

To deliver this, we place an emphasis on personal contact 
and building long-term relationships. 

Many of our first clients still have the same adviser 
relationship to this day.

Terms and conditions

Accessing pension benefits is not suitable for everyone. 

You should seek advice to understand your options 

at retirement.

Accessing pension benefits early may impact on levels of 

retirement income and your entitlement to certain means 

tested benefits.

The Financial Conduct Authority does not regulate 

taxation and trust advice. 

Please note that details relating to taxation are subject to 

change and their value depends on the individual 

circumstances of the investor.

The value of your investment can go down as well as up 

and you may not get back the full amount invested.



Still more questions?
Our team are on hand to answer any questions 

or provide guidance as needed. 
Please don’t hesitate to get in touch.

Baker Gladstone & York Ltd. 
Rathbone House, 22-26 Tanfield Road

Croydon CR0 1AL 

bgyifa.com
020 8240 4487

Registered in the U.K.
Registered No. 03764956


