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Investment

Investment strategies as
you approach retirement

As we move through the different stages
of life it’s important that our investment
strategies adapt. Typically, your financial
goals change when you retire. You may
want a regular reliable income, which
usually means you have to take less
risk when it comes to investing. People
nearing retirement traditionally switch
savings out of risky investments and into
safer assets to protect their portfolios
from market downturns.

Reduce risk in your portfolio as
you near retirement
Managing your portfolio’s risk level (the
possibility of losing the money you invest)
as you get older is important to ensure
you meet your financial goals. Younger
investors with longer timelines to
retirement (typically 30 to 40 years) are
generally encouraged to take more risk in
their portfolios as if there are any market
falls, they have longer to recover.
As you get older and approach retirement
the more important it is to preserve the
wealth you have accumulated. This is

because as the timeline to retiring gets
shorter, your portfolio has less time to
recover in the event of a market decline.
So, it’s a good idea to lower the level
of risk to reduce the possibility of your
investments falling in value. In most
cases, this means reducing exposure
to equities and increasing exposure to
lower-risk investments that produce
an income such as bonds to shield your
investments from the ups and downs
of the market.

Why it’s important to diversify
Portfolio diversification is a way
of reducing potential risks by
spreading your investments across
different assets, rather than having
it concentrated in one place. By
investing across different asset classes,
companies, countries, and sectors, you
can help reduce the impact of any major
market swings on your portfolio.
While you can’t eliminate all investment
risk, diversification can help smooth out
any fluctuations that happen over time.
For instance, stocks can earn
more money than other asset classes,
but they tend to be more volatile.
Therefore, most financial professionals
agree that as you approach retirement
it is best to reduce the allocation to
equities in your portfolio.
Government bonds are less likely to lose
money than stocks and are seen as a
better bet for retirement thanks to their
predictability and income-generating
potential. Bond prices are also not

affected by the same market conditions
that move stock prices. By shifting
their investments out of stocks and
into bonds, people nearing retirement
can lower their risk and enjoy greater
financial stability.

Finding the right balance
It’s always important to review your
investments before any big life changes,
which is particularly true if you are
approaching retirement. With any
decision about your investments, there
are trade-offs. The greater the risk
you are prepared to tolerate, the more
potential there is for your investments
to grow.
While reducing risk with bonds can help
shield you from any downturns in the
market, your returns could be lower.
As you approach retirement, it’s
important to strike the right balance
between assets reducing risk in your
portfolio so you can continue to power
its growth for many years to come as
well as draw an income.
A financial adviser can help you build a
well-diversified portfolio appropriate for
your risk tolerance and investment goals
and adapt it, so the strategy always
reflects your age and circumstances.
The value of investments and any income
from them can fall as well as rise and
you may not get back the original
amount invested.
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It’s usually a good idea to
start reducing the risk of
your pension fund as you
approach retirement. But
it’s important to strike
the right balance so you
can continue to power the
growth of your portfolio for
many years to come
as well as draw an income.

Investment

Investing or saving?

Investing can beat inflation
Investing is a better option if you’ve got longer-term goals
because inflation can erode the value of cash savings over
the medium to short term, and your money may not have
the same spending power as when you first put it away.
For example
If you have £2,000 in savings and the bank offers a 1%
interest rate, each year you will get back £20. However, if
the inflation rate is 6% the cash in your savings account will
fall in value. After one year your cash would be worth £1,887.
After five years it would be worth only £1,495.1

A lot of people put their money in a savings account and leave it
there to accumulate interest. While this is a good strategy in the
short term, you potentially risk losing out on higher returns in the
long run, while also struggling to keep up with inflation. However,
investing is a good approach if you have long-term financial goals
and want to earn more money than you could by saving it.

What’s the difference between saving and investing?
With saving you are setting aside cash for future use, while
investing means using cash to buy assets that you expect to
produce a profit or income. The biggest difference between
saving and investing is the level of risk. With saving you will
always get back at the very least what you have put in, as well
as any interest on your deposits. You won’t lose any money,
making it a less risky option.
Investing your money means it will rise and fall over time and
there is a chance you could lose some of your initial investment.
Your financial adviser will be able to help you make sure you’re
aware of the risks and the minimum time you should consider
investing for. A longer timeframe (at least five years) will give
your investment more time to recover if there are any sudden
market swings.
Speak to your financial adviser to find out about a range of
investment opportunities to help you meet your financial goals.
The value of investments and any income from them can
fall as well as rise and you may not get back the original
amount invested.

Types of investments
The main types of asset classes that investors could choose
from – which your adviser can go into detail with you – are
equities, bonds, and property. Different asset classes have
different levels of risk and return. Usually, the safer an asset
is the lower the returns will be, while the riskier an asset is,
the higher the returns.
Property this could be investing in commercial property
through investment funds, including retail, office, and
industrial property. It makes a good long-term investment and
is effective at beating inflation. Property can add diversification
to your portfolio as it tends to perform differently to other
assets in response to different market conditions. However,
property does come with its risks, including a risk of a fall in
value as well as the maintenance costs.
Bonds sometimes called fixed-term investments,
bonds are issued by governments and companies
looking to raise money. A bond is essentially a loan
made to a company or a government by an investor for
a set period – usually several years. In return they pay you
a regular income in the form of interest over the life of the
bond, after which they must repay your loan. Bonds typically
offer stable returns and are a lower risk than equities, although
they tend to offer lower returns in the long term.
Equities also known as stocks and shares, equities
are issued by a public limited company and can be
bought and sold on stock exchanges. When you buy
an equity, you are basically buying a piece of that company
and become a shareholder. Equities can make you money
through increases in share price or you can receive income
in the form of dividend payments. The disadvantage is that
returns are not guaranteed, and the share price could fall
below the level that you invested.
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Saving money is a great way to prepare for
unexpected expenses and investing your
money can have the potential for higher
growth than saving.

Pension

Covering the cost of your
retirement with confidence
As you approach retirement, it’s
important to be aware of the cost
of living and how much income you’ll
need to feel financially secure.

Keeping track of workplace pension plans (if you do have them)
and thinking about consolidating them into one pot might be
a good place to start planning towards the goal of making your
retirement as financially worry-free as possible. It’s a complex
area, which your adviser can handle for you.

With the cost of living going up, people approaching retirement
are finding their pension pots are not lining up with how much
they’ll need in their later years.

It’s also worth remembering that if you defer or delay your
State Pension, it will go up by 1% every nine weeks. That means
if you’re entitled to £179.60 a week and deferred your pension
by a year, you would get an extra £10.42 a week.

An online pension calculator can help start you off by giving
you an idea of how much you’ll need to live comfortably. Your
adviser is ideally placed to help you look at your own situation,
finances and future income needs and work out a suitable
plan to help you get to these goals.

Examine your assets with the help from an adviser
Everyone’s situation is different, depending on how much
you have in assets, savings, and investments. However,
there are some key issues to bear in mind to help things
along, including the issue of rising inflation, which increases
the cost of living as years go by.
Volatility in financial markets also adds to the concerns for
anyone approaching retirement when it comes to how their
pensions are performing. With expert guidance from your
financial adviser, you’ll be able to make the most of your
money for many years to come.

How to boost your pension and make more
of your money
Of course, the earlier you start putting money away, the more
time you’ll have on your side to grow your pension pot. But it
can be hard when you’re still juggling mortgage debt, family
outgoings and the general cost of day-to-day living. Even
if you’ve opted out of your workplace pension or are selfemployed and don’t have one, it’s never too late to start
your own personal pension.

Make the most of your pension allowance
Most people are able to pay up to £40,000 a year into
your pension, tax free although some exemptions may
apply. If you don’t use this annual allowance, you can
‘carry forward’ the previous three years’ worth of unused
allowances providing you are still registered with the
pension and have earned in the current tax year the
amount you (or your employer) would like to contribute.

Our financial advisers can help you review your pensions and
advise on how to make the most of your investments going
forward into retirement.
The value of investments and any income from them can
fall as well as rise and you may not get back the original
amount invested.
HM Revenue and Customs practice and the law relating
to taxation are complex and subject to individual
circumstances and changes which cannot be foreseen.
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We can take you through how a personal pension can
benefit you and give you more control and flexibility
around how much you put in, where your money is
invested and how you can access it in retirement.

Pensions

Pension lifetime allowance
– how it affects you
In his 2021 Budget, the Chancellor announced
a five-year freeze on the lifetime pension
allowance. What does this mean for you
and your retirement fund?
What is the lifetime pension allowance?
The lifetime pension allowance sets a limit on how much you can save in
your pension before you start paying tax on anything over the limit. For
a few years before the 2021 announcement, the limit had been tied to
inflation, meaning that it rose in line with the cost of living.
With the global pandemic and surge in inflation over the past couple of
years, the decision was made to freeze the limit – at £1.073 million – until
2026. It’s hoped that the freeze will generate additional revenue as savers
slow down or stop contributing to their pensions and don’t claim tax relief
from the government.

How are my pensions affected by the lifetime allowance?
The lifetime allowance applies to all types of non-state pensions in your
name – so that includes any defined benefit (final salary or career average)
schemes you have along with any defined contribution pensions.
The limit of £1.073 million might seem like a huge amount. But if you’re a
medium-to-high earner, have saved into pensions from an early age and
are approaching retirement, you could one of the millions who are affected
(and caught unawares) by reaching the threshold.
As pensions are so complicated, seeking advice is important and we can
help clarify the status of your pensions, discuss your retirement plans and
how to proceed.

What happens if you exceed the lifetime allowance?
Many of us have more than one pension, usually accumulated through
different jobs over the years. Keeping track of them and how much they
contain can be tricky and time consuming, as you’ll need to look at their
expected value when the time comes. Your adviser is best placed to gather
this information and help with your next steps.
If your total exceeds the lifetime allowance, the excess amount will be
taxed as follows:
• 55% if you receive the amount as a lump sum from your provider
• 25% if your payments are gradual or are cash withdrawals
These are large penalties on your savings, so it’s worth acting
now to find a way to protect your hard-earned pension.

Seek help to protect your pension
Protecting your pension and making sure
you’re able to live comfortably in retirement
and keep up with the cost of living is
something we can help with. So, if it looks
like your pensions could be affected
by reaching and exceeding the lifetime
allowance, there are some options
you can discuss with your financial adviser:
Divert savings into an ISA
You can earn tax-free and make withdrawals
in most cases. Our advisers can help you
calculate how much you will need to live
comfortably in retirement and help plan your
investment strategy to achieve that goal.
Combine pensions with your spouse
Consolidating your pensions can be an
effective way to grow your retirement savings
in one place. It can also save time on the
administration involved, cut down on fees
and create a more streamlined investment
strategy.
Claim pension credit
Many pensioners are eligible for pension
credit but fail to make a claim. It’s available
if you are over the state pension age and on
a low income, are a carer, severely disabled
or responsible for a child. It could boost your
retirement income up to £182.60 a week
if you’re single, or £278.70 for couples. It’s
separate to the state pension, and we can
help calculate whether you and
your partner are eligible.
Pension allowance protection
Your adviser will be able to assess whether
your pension could benefit from protections
that help avoid the tax charge by offering
a higher lifetime allowance. But there are
several conditions and criteria you’ll need
to meet. Our experts can advise whether it
would be applicable to your situation.

HM Revenue and Customs practice and the law relating to taxation
are complex and subject to individual circumstances and changes
which cannot be foreseen.
The value of investments and any income from them can fall as well as rise
and you may not get back the original amount invested.
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Your adviser is ready to help you navigate the complex area of
pension and ensure you move forward in the strongest position
for you and your loved ones.

Protection

Feel more secure with
income protection

What is income protection?
Income protection pays out a percentage
of your monthly income if you are unable
to work due to illness, an accident or
disability. It gives you a buffer between
finding yourself without an income,
paying the bills and protecting your
family’s security. Building an emergency
fund (which covers around three months’
worth of bills and essentials) is a good
start to give you some financial back-up,
but income protection insurance can also
provide peace of mind.

How does income protection work?
Income protection is an insurance policy,
so you pay a monthly or annual premium
for it like any other type of insurance.
If you can’t work because of sickness,
disability or other reasons (depending
on your policy criteria), you will receive
a regular income until you either return
to paid work, retire, pass away or the
policy term comes to an end. We can
help you determine how much coverage
you’ll need.

How much does income
protection pay?
It could be anything from 60% to 65%
of your pre-tax income, and the regular
payments (which are tax free) will start
after a pre-agreed waiting period, which
could be weeks or months. You’ll pay
more in premiums if the waiting period
is shorter and the percentage of your
income is larger. This type of protection
is different to life insurance or critical
illness cover, both of which do not pay
regular amounts but instead provide oneoff lump sums in the event of your death
or the diagnosis of a critical illness.

Do you need income protection?
With the rise in the cost of living and
cost of borrowing right now, many people
are worried about paying the bills should
anything happen that leaves them unable
to work. Recent surveys have shown
that the average UK family doesn’t have
enough in savings to be financially
secure for long if they’re no longer
receiving an income.
That’s where income protection can give
you some financial resilience, especially
if your workplace does not provide
statutory sick pay (or only starts to pay
out after a period of several months).
Your adviser can help you navigate the
income protection policies that could
best suit you and your needs, weighing
up how much your premiums might be
with the amount of cover you’re after.

As with any insurance policy to do with
your life and health, things like your age,
health, occupation and other factors (like
how much of your income you would like
to receive, and how soon you would like
payments to start) will be considered
when your premium is calculated.
We can guide you through what type
of policy works best for you, helping you
find value for money as well as some
peace of mind knowing your income is
protected.
Your adviser is best placed to help you
find an income protection policy to suit
your needs and provide some security
for you and your family.

Peace of mind for the
self-employed
Sarah is self-employed and
she approached her financial
adviser for some advice. As a
single mum, she worried that her
emergency savings fund wouldn’t
be enough to cover the rent or
bills if she found herself unable
to work. Sarah’s financial adviser
found her an income protection
plan with an affordable monthly
premium that covers 65% of
her earnings.
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When it comes to insurance,
we’re more likely to protect
our pets than our income.
Here’s why it’s important
to have some income
protection in place.

Mortgages

The pros and cons of downsizing
Downsizing could mean lower overheads
as well as the extra cash from the sale
of your home. But there are factors to
consider before you make the decision.
From reducing household bills to boosting retirement savings,
there are plenty of reasons why people choose to downsize
and move to a smaller property.
It’s important to consider interim costs, however, like whether
you decide to rent in the area you’re thinking of moving to,
as the search could take some time. There are also fees to
pay when selling your home including stamp duty, survey
costs, legal expenses, agents’ fees and moving costs. Your
adviser will be able to help breakdown these costs for you.

Practical benefits of downsizing
Along with cutting your bills, helping you to pay off debt and
putting some money towards your retirement savings goals,
downsizing has other benefits too.
The stress of maintaining a larger home might become
unmanageable as you grow older – leaving you out of pocket
and physically drained too. Moving to a less expensive-to-run,
smaller home could make your life simpler, leaving you
with more time to do the things you enjoy during your
retirement years.

Downsizing and tax
Your financial adviser can guide you through the tax
implications for downsizing, like inheritance tax and whether
your estate may still be able to benefit from the residence
nil rate band (RNRB) even if you have downsized your property
before your death. The rules around this are complex and
often come with qualifying conditions, however, so it’s
essential to let your adviser examine your options and
potential tax implications beforehand.

Plan ahead when downsizing
It pays to plan ahead for the type of home you need when
you’re downsizing. Your mortgage adviser can help you do
this and ensure you’re buying somewhere that’s the right
size for you, as well as keeping you updated on what your
eventual mortgage payment might be. They will also be
able to explain the advantages and disadvantages of other
options, like moving to a retirement village.
It’s an emotional decision too, especially if the home you
are selling is where your children grew up and holds happy
memories. Talk about it as a family so that you are all clear
about the reasons for the move. Thinking about your future
and planning what your retirement income and outgoings
could be – in your current home compared to a smaller one
– is also something your adviser can help with.
Things to think about if you’ve made the decision
to downsize:
•C
 lear out any clutter before you move and consider
selling items (like furniture) you will no longer need.
•L
 ook at your home and assess whether any repairs are
needed before you sell. Your mortgage adviser can help
you with this.
• Your adviser will also be able to factor in the costs for
selling your home and moving to a new one, to help
you budget.
• Think about how much space you will need in your new
home, for hobbies, work and when guests come to stay.

YOUR HOME MAY BE REPOSSESSED IF YOU DO NOT KEEP UP REPAYMENTS ON YOUR MORTGAGE
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If you’re considering downsizing, your adviser can expertly
guide you through the process, explain your options and
ensure you are fully informed throughout the process

