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The 10 most important questions to ask yourself 
when you start to plan your retirement



In the past, retirement was easy. You’d probably 
have left your ‘job for life’ when you hit retirement 
age and lived on your guaranteed Final Salary and 
State Pension for the rest of your days.

These days, things aren’t so simple.

For a start, you’ve probably had a series of jobs 
by the time you even start to think about planning 
your retirement. Studies have shown that the 
average UK worker has six jobs in their lifetime, 
so that immediately means you probably have 
multiple pensions with multiple employers or 
providers.

Secondly, the rise in the number of self-employed 
workers means that more and more people are 
now having to make their own pension provision. 
If you own your own business, or you’re a partner 
or director, you’ll bear the responsibility for your 
retirement planning.

Thirdly, the days of a ‘cliff edge’ retirement are 
long gone. Many people in their 50s and 60s 
now choose to phase their retirement – perhaps 
working part-time or on a consultancy basis – as 
they don’t want to give up their career or their 
business for good.

And, the way retirees draw their income has also 
changed. With the advent of Pension Freedoms 
in 2015, your retirement income is likely to come 
from multiple sources – from earnings and 
drawdown, to savings and the State Pension.

So, what does this mean for you?

If you want to ensure that you have enough 
to live the lifestyle you want when you 
retire – and to maintain that lifestyle for 
potentially 20 or 30 years or more – you 
need to start planning now.

By planning, we mean actually planning. 
We don’t just mean ‘invest some money in 
your pension’. We mean sit down and think 
about what you want from your retirement, 
and how you’re going to achieve it.

To help you, here are ten questions you 
must ask yourself right now.
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1. When do I want to retire?

Your first question is one of the big ones: When do 
you want to retire?

Your parents probably never had this choice. Their 
employers probably just gave them a date when 
they were expected to stop work. 

These days, you can make this decision for 
yourself. Perhaps you love your job or your 
business and want to keep working? Or maybe 
you can’t wait to get out and start enjoying 
yourself?

While financial considerations undoubtedly play 
a role in when you want to retire, other factors 
should too.

For example, if you’re hoping to spend time in 
the great outdoors during the summer, retiring in 
the spring could get you off to a great start. Other 
plans you have for early retirement may influence 
when the right time is for you.  

So, start by thinking about when you’d like to 
retire, but remember that other things in this 
guide will also influence your decision – such as 
whether it is financially possible.
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2. How do I want to retire?

It might sound like an odd question, but you 
should also ask yourself how you want to retire.

The days of finishing work on a Friday and waking 
up ‘retired’ on a Monday morning are long gone. 
According to research by Aegon, half of workers 
over 50 now want to blend work and retirement to 
create a transition phase. This could be:

• Working part-time

• Working in a consultancy or mentor role

•  Stepping back from the day-to-day running  
of your business

• Starting your own enterprise.

Your work could be an important part of who you 
are. It may have defined you for years, and so it’s 
no surprise that many clients don’t want to give up 
that focus. The Guardian reports that the number 
of over-65s who are employed has increased by 
188% in the last 20 years, to 1.3 million. 11% of this 
age group are now employed.

In addition to this, many clients who retire find 
that they miss the workplace. Around one in 
four retirees in the UK return to work or ‘unretire’, 
mostly within five years of retiring, according to 
research by The University of Manchester and 
King’s College London.

So, before you consider any of the financial 
implications of retirement, think about how you 
want to make the transition.
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https://www.pensionsage.com/pa/Half-of-over-50s-prefer-gradual-transition-into-retirement.php
https://www.theguardian.com/society/2019/dec/31/over-65s-to-account-for-over-half-of-employment-growth-in-next-10-years
https://www.manchester.ac.uk/discover/news/unretirement/
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Leave your pension where it is

You’re not obliged to take your pension at 
any point; it can remain where it is for as 
long as you like. 

There are many reasons you may choose 
not to access a pension right away. Perhaps 
you don’t need it as you plan to continue 
working, or you prefer to use other assets.

Pensions are an effective way to pass on 
wealth. Pensions are not considered part 
of your estate for Inheritance Tax (IHT) 
purposes. So, you leave your pension to a 
loved one, and you pass away before the 
age of 75, there’s no tax due at all on an 
inherited pension. After the age of 75, your 
beneficiary will pay Income Tax at their 
usual rate. 

Consider Income Drawdown

Drawdown allows you to adjust the amount 
you withdraw to suit you. If you want to 
change how much income you take from 
your pension over time, this can be a good 
option. 

For example, you may decide you want 
to take less income initially as you plan to 
continue working, but then take a greater 
level as you settle into retirement.  

Typically, your pension will remain invested 
if you choose this option. Whilst you can 
continue to generate returns, your pension 
remains exposed to investment risk and 
the value can fluctuate. You need to take 
more of a proactive approach to monitoring 
pensions and the level of income you 
withdraw.

How to take your retirement income

When making the transition to retirement, Pension Freedoms mean that you now have more choice than 
ever about how you take your income.

Buy an Annuity

Buying an Annuity used to be the standard 
step retirees took before the introduction of 
Pension Freedoms. 

You take the money accumulated in 
your pension and use it to purchase a 
guaranteed income for life. The level of 
annual income offered will vary between 
providers, so it’s important to shop around. 

There are many different options when 
purchasing an annuity, and this can affect 
the level of income you’re offered too. For 
example, do you want an income to rise 
annually alongside inflation? Should you 
die, would you want the Annuity to continue 
to provide an income for a partner? 

Purchasing an Annuity means your 
retirement income is less flexible, but the 
trade-off for this is security; you don’t have 
to worry about running out of money in 
later years.

Take lump sums

From the age of 55 you can take lump 
sums from your pension. If you’re planning 
to fund big one-off purchases, it can be an 
effective way of doing so.

However, you should have a plan for how 
you’ll use the money. Holding it in cash 
accounts will often mean it loses value due 
to the impact of inflation. You’ll also need 
to ensure that your pension will continue to 
deliver the income needed to support you 
for the rest of your life. 

A key thing to keep in mind with this option 
is tax. Usually, you can only withdraw the 
first 25% tax-free. Beyond this threshold, it 
will be liable for Income Tax. If you’re taking 
out a large amount above the tax-free 
allowance, the amount of tax you’re liable 
for can be significant. As a result, it may not 
be the most efficient way to access your 
pension.
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3. What do I want to do when I retire?

This is almost the most important question you 
need to ask yourself. The notion of not having to 
work anymore may be appealing, but what are 
you actually going to do with your retirement?

The reason this is crucial is because it will impact 
the amount of money you’ll need to live the 
lifestyle you want. If your ambition is to travel the 
world, you’ll need more in the bank than if you just 
want to stay at home with your grandchildren.

Your retirement might be an opportunity to 
finally relax or give you the time to head out on 
an adventure. A Sun Life survey reported in the 
Financial Times found that five out of six over-50s 
still had things to tick off their bucket lists.

They found that the most popular things the over-
50s planned to do in retirement were:

• Ride a gondola in Venice

• Take a helicopter ride

• See the Northern Lights

• See a volcano

• Learn a language

So, to understand what your pension pot might 
need to look like, it’s important that you think 
about all the things you’d like to do when work is 
no longer in the way.

https://www.ft.com/content/c587c958-8120-11e8-af48-190d103e32a4
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4. What will my retirement cost?

You have an idea of when and how you’d like to 
retire, and what sort of lifestyle you want when 
you stop working. Now it’s time to work out how 
much this will cost, and therefore how much you 
need to have saved by the time your final day at 
work arrives.

Typically, retirees find that their day-to-day 
expenditure decreases, although you may spend 
more on leisure, entertainment, and travel. 
Research from Prudential found that a household 
headed by someone aged 80 and over spends, on 
average, 43% less than a household headed by a 
50-year-old. 

Consequently, a common rule of thumb is that 
you should target a retirement income that 
is around two-thirds of your current income. 
Of course, the actual figure is linked to your 
retirement plans. 

Research from Which? revealed that the average 
retired household spends around £27,000 a year 
(after tax). This level of income covers all the 
essential areas of expenditure as well as some 
luxuries, such as European holidays, hobbies, and 
eating out. 

If you want a more luxurious retirement, including 
long-haul trips and a new car every five years, 
Which? estimated you will need £42,000 per year.

Bear in mind also that, as we are living longer, our 
health can decline. In the last few years of life, you 
may need to fund care costs, and these can be as 
much as £60,000 per year.

This brings us on to…

https://ilcuk.org.uk/wp-content/uploads/2018/10/Understanding-Retirement-Journeys.pdf
https://www.which.co.uk/money/pensions-and-retirement/starting-to-plan-your-retirement/how-much-will-you-need-to-retire-atu0z9k0lw3p
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5. How long will my money need to last?

Even if you have just started thinking about your 
retirement, it’s also important to consider how 
long your money will need to last.

Nobody wants to think about passing away. 
However, as you plan for retirement, calculating 
the income you need each year is of little use 
without understanding how long you may need to 
generate that income for.

As life expectancy rises, the chances are that 
you will spend longer in retirement than previous 

generations. Today’s retirees will commonly 
spend 20, 30 or even 40 years in retirement. As a 
result, the provision you make may need to last a 
significant amount of time. 

Underestimating how long you will live for could 
lead to unsustainable withdrawals from your 
pension in early retirement, potentially affecting 
your lifestyle in the future.

Most people at retirement age underestimate 
their chances of living until 75. Research shows 
that men who were born in the 1940s have an 83% 
chance of reaching this age. For women, it is 89%.

If you’re retiring in 2030, your pension pot is, on 
average, going to have to last you between 20 
and 25 years. It’s important to factor this into your 
planning.
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https://webarchive.nationalarchives.gov.uk/20160110132641/http:/www.ons.gov.uk/ons/dcp171776_253938.pdf
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6. How much have I saved already?

Once you’ve worked out how much your 
retirement lifestyle will cost, it’s now time to work 
out what provision you have already made.

You may have several work-based pensions as 
well as private ones. Understanding just what 
these will provide is the first place to begin. So, 
track down all the paperwork, speak to your 
providers to get up-to-date valuations based on 
your intended retirement date, and then speak to 
a financial planner to make sure they are working 
for you.  

There’s an estimated £20 billion held in ‘lost’ 
pensions. If you’re struggling to find old pensions, 
the Pensions Tracing Service can help you.

Having a clear grasp on the pensions you hold 
and the amounts you could receive from each can 
help you to establish whether you’re likely to have 
‘enough’ or whether you need to take additional 
steps now.

Should I consolidate my pensions?

If you have multiple pensions, one option to 
consider is to consolidate these and bring 
them all into one place. 

This can make it easier to keep track of 
them and understand exactly what you are 
taking into retirement. You might also be 
able to consolidate your pensions into the 
plan with the smallest charges or the best 
investment performance. 

There are downsides to consolidation too, 
though. 

Larger pension pots might attract higher 
taxes in certain circumstances, and you 
might lose the added benefits of certain 
plans, such as guaranteed annuity rates or 
a guaranteed minimum pension paid from 
a pre-determined retirement date. There 
will possibly also be transfer charges to 
pay.   

It can pay to speak to an independent 
financial adviser before making any 
decisions.

Please note

A pension is a long-term investment. The 
fund value may fluctuate and can go 
down, 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 tax implications of 
pension withdrawals will be based on your 
individual circumstances, tax legislation, 
and regulation which are subject to change 
in the future. 

https://www.pensiontracingservice.com/
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7. What State Pension will I get?

For many retirees, the State Pension provides a 
solid foundation on which to build the rest of their 
retirement income. 

There are two important areas to consider when 
looking at your State Pension.

1. When you can claim the State Pension

Since April 2010, there have been changes to the 
State Pension. The state retirement age will reach 
66 by October 2020 then rise to 67 by 2028. There 
are also plans to increase this to age 68 by 2046.

If you plan to retire before the State Pension 
retirement age, you need to consider how this 
will affect your income during the first phase. For 
example, if you retire at 55, you’ll have 12 years 
before your State Pension kicks in.

2. How much State Pension you receive

The amount of State Pension you receive is linked 
to your National Insurance contribution record.

If you reach State Pension age after 5 April 
2016, the new State Pension is £175.20 per week 
(tax year 2020/21). However, to qualify for this 
you must have 35 ‘qualifying years’ of National 
Insurance contributions.

You can obtain a State Pension forecast online. 
This is certainly worth doing as you can build it 
into your retirement plan.

Can I defer my State Pension?

Yes. For every nine weeks you defer your 
State Pension, the amount you’ll receive will 
increase by 1%.

Defer by a year and you’ll boost your State 
Pension by just under 5.8%.

If you’re receiving an income from other 
sources, this may make sense for tax 
purposes.

https://www.gov.uk/check-state-pension
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8. How much more do I need to save?

Now you have established how much money you 
will need to fund your retirement lifestyle, the 
provision you have already made, and what State 
Pension you will receive, it is time to tackle any 
shortfall.

An obvious way of doing this is to top up your 
pension. Considering the tax benefits of pension 
saving, it is a good way to build up a fund for your 
retirement. Basic-rate tax relief of 20% is paid at 
source, so for every £80 you contribute to your 
pension, the government will pay another £20. You 
can claim higher-rate tax relief through your tax 
return or self-assessment. 

The 3 main types of pension

1.  Defined Benefit (Final Salary) – A Defined Benefit (DB) Pension scheme is often considered 
to be the ‘gold standard’. When you join a DB scheme (via your employer), the income you 
receive in retirement will usually be based on the number of years you paid into the scheme, 
your salary, and the accrual rate (typically 1/50th or 1/80th). Very few DB schemes are open to 
new members.

2.  Defined Contribution – Defined Contribution (DC) pensions are the most popular way to save 
for retirement. Most employees will now be offered a DC pension, which is is a pot of money 
that’s typically invested over your working career. In most cases, contributions come from you, 
your employer, and tax relief. The contributions can typically be invested in a range of funds, 
which means that as markets fluctuate, so will your pension value. 

3.  Self-Invested Personal Pension (SIPP) – A SIPP is essentially a ‘do-it-yourself’ pension. You 
take on the responsibility for building and managing your own investments within a pension 
‘wrapper’ that holds your investments until retirement at which point it can be turned into 
income. These are generally for more sophisticated investors as you will need the time and 
confidence to manage the investments.



 silvia@royalthameswealth.co.uk 020 8720 7249 

Annual Allowance

You can currently contribute up to £40,000 
a year (or 100% of your income) and benefit 
from tax relief.

You may be able to carry over any unused 
Annual Allowance from the last three years. 

Note that your allowance might be different 
depending on your circumstances. 

Money Purchase Annual Allowance (MPAA)

The MPAA came into force in 2015. If 
you ‘flexibly’ access any taxable Defined 
Contribution (DC) funds you hold, your 
Annual Allowance will be reduced to 
£4,000. 

If you’re thinking of taking a DC pension 
while continuing to make pension 
contributions, you’ll need to be aware of 
this reduced allowance. 

Advice can be critical here, especially if you only 
have a few years to go until you retire.

For example, if you have been saving into a 
pension for your whole life you may encounter 
issues with the pension Lifetime Allowance (LTA). 
This is the overall limit on the value of pension 

funds you can hold, and the limit applies for funds 
built throughout your lifetime. In the 2020/21 tax 
year, the LTA is £1,073,100.

If you exceed the LTA, you could pay a 55% tax 
charge if you take the excess as a lump sum. 

There are other allowances which may apply also:
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Tapered Annual Allowance (TAA)

If you earn more than £200,000 you may 
trigger the Tapered Annual Allowance.

This reduces the standard Annual 
Allowance by £1 for every £2 of income you 
receive if your ‘threshold income’ is more 
than £200,000 (for the 2020/21 tax year).

The reduction is applied to ‘adjusted 
income’ over £240,000 and could reduce 
your Annual Allowance to £4,000.

If you are not sure which Annual Allowance 
applies to you, speak to an independent 
financial adviser. 
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9. What if something happens to me?

So far, we have concentrated on planning your 
ideal retirement and ensuring you have enough 
saved to achieve your goals.

However, even the best-laid plans can go off 
course occasionally. This is where planning for the 
unexpected helps.

Asking these questions can help you to create a 
back-up plan, just in case:

•  Are my dependents financially secure if 
something were to happen to me?

•  Would I have enough to live on if my partner 
were to pass away first?

•  If my investments were to experience volatility, 
are there other sources of income to draw 
from?

•  Would I be able to offer financial support to 
children or grandchildren if required?

• How would I afford care if I needed it?

•  Would I lose any valuable employee benefits 
(such as Death in Service or health insurance) 
when I stop working? Do I need to replace 
these?

Taking the time to consider how unexpected 
events could have an impact puts you in a better 
position to respond to them should they happen. 
You’ll benefit from the peace of mind that your 
finances are ready for potential bumps on the road 
in retirement.

Make a will

Research from Royal London has found 
that 54% of adults in the UK don’t have a 
will.

Making a will means that your money and 
assets go to the right people on your death. 
It can help you to provide for children and 
grandchildren, and you can leave assets to 
an unmarried partner.

If you do have a will, review it regularly to 
ensure it’s up to date.

Set up a Lasting Power of Attorney (LPA)

Putting an LPA in place allows you to 
choose a trusted individual to manage your 
affairs should you become incapacitated 
through accident or illness. 

This puts you firmly in control of your 
finances and gives you the peace of mind 
that there is a trusted person ready to look 
after your interests if you no longer can.

https://www.which.co.uk/news/2018/12/half-of-adults-dont-have-wills-but-what-happens-to-your-children-when-you-die/
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Think about Inheritance Tax

In 2020/21, including the Residence Nil 
Rate Band, you can pass on an estate worth 
up to £500,000 (£1 million for a married 
couple or civil partners) without being liable 
for Inheritance Tax. 

There are often many steps you can take 
to mitigate a potential Inheritance Tax bill; 
however, you’ll usually need to do these in 
advance. 

Importantly, remember that most pension 
pots sit outside of your estate and would be 
free of Inheritance Tax.

We can advise you on wills, Powers of Attorney, 
and estate planning, so please get in touch if you 
need help with these matters.



Royale Thames Wealth Ltd is an Appointed Representative of New Leaf Distribution Ltd which is 
authorised and regulated by Financial Conduct Authority number 460421.

The value of your investment may go up as well as down and the value is not guaranteed. Past 
performance is not a guarantee of future performance.

Wills and Estate Planning are not regulated by the FCA.

10. What do I need to do next?

Seeking professional financial advice when you 
are planning your retirement can add huge value.

A recent report from the International Longevity 
Centre (ILC) found that individuals who seek 
financial advice are better off than those who 
don’t.

It found: 

•  People who received financial advice between 
2001 and 2006 were, on average, more than 
£47,000 better off by 2014/16 than those who 
did not take advice

•  Seeing an adviser more than once is even more 
beneficial, with pension pots on average 50% 
higher for those regularly seeing an adviser 
than for those who took one-off advice.

If you’re thinking about your retirement, the 
decisions you make now will have a profound 
impact on the quality of your retirement. Seeking 
advice can significantly increase the value of your 
pension pot at retirement, while giving you peace 
of mind that any decisions you make at this crucial 
time are the right ones.

Plan for your financial future by contacting 
us today.

t: 020 8720 7249

e: silvia@royalthameswealth.co.uk 

m: 07908 109 741

w: www.royalthameswealth.co.uk

As independent financial advisers, we can provide 
you with the holistic retirement planning advice 
you need. 

We specialise in providing a first-class service so 
you can build, preserve, and enjoy your wealth. 
Most importantly, our relationship is with you and 
not your money. We help you to be financially 
independent and secure, and to ensure that you 
are prepared for any eventuality life brings.

https://ilcuk.org.uk/financial-advice-provides-47k-wealth-uplift-in-decade/
https://ilcuk.org.uk/financial-advice-provides-47k-wealth-uplift-in-decade/

