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The Brooks 
Macdonald guide  
to retirement
You’ve probably asked yourself this question thousands  

of times during your working life, but what happens after 

 the daily grind grinds to a halt? When you choose to stop?

Today’s retirement plans have become more flexible,  

with more ownership falling to individuals. And many  

are choosing to reduce their paid work gradually. By taking  

time to prepare for your retirement, you could be in a much 

better position to really enjoy the time ahead when you 

decide to no longer work full time.

At Brooks Macdonald, we are dedicated to helping people 

prepare for this change. Read on to view our series of 

important questions and answers that will help you plan  

for your retirement journey.
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How much money  
will I need?

Will I run out of money?

We have a number of other questions  

to help you answer: how much will I need,  

and will I run out?

How long will I live?

We’re living longer than previous UK 

generations. The Office for National Statistics 

says that in 2018, a 65-year-old man  

could expect to live to 84, while a woman 

could expect to live to 86.1

The number of centenarians in the  

UK rose to its highest-ever level in 2020  

– 15,120 – an impressive increase of 52%  

on the previous year.2
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How is my health?

We’re healthier than previous generations, 

and therefore in a better position to enjoy 

our later years. 70-year-old men today have  

a similar level of health as 65-year-old men  

in 1997. 70-year-old women have similar 

health to women of 65 in 1981.3  

Think about your health. Do you have any 

chronic health conditions, like diabetes or 

heart disease? How is your weight? What is 

your family’s health history? 

By asking key questions, we can make some 

estimates about your longevity that can help 

you plan. You could try a life expectancy 

calculator, like this one from the Office of 
National Statistics.

How much do I spend on living  
costs now?

We find some people spend significantly less 

when they retire. Others don’t. Making a note 

of what your outgoings are now can serve  

as a good starting point, though. 
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How much will it cost me to live  
when I’m retired?

Which estimates that couples need an 

income of £42,000 a year to have a 

‘luxurious’ retirement – one that includes 

long-haul holidays and new cars.  

To generate this level of income, you  

would need a savings pot in excess of half  

a million pounds.4 What would a luxurious 

retirement look like for you? And how  

much would it cost?

This most important question can help you avoid the most stressful question of them all.

https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/articles/lifeexpectancycalculator/2019-06-07
https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandlifeexpectancies/articles/lifeexpectancycalculator/2019-06-07


What about inflation?

Your spending is, of course, influenced by rising prices. In April 2022, inflation reached 

a 40-year high of 9%5  with living costs expected to continue to rise. We factor in these 

measures of consumer prices when we predict your income requirements.
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What about care?

15% of people aged over 85 in the UK live in  

a care home.7  The average monthly cost of 

residential nursing care is £3,552.8  The high 

cost of care is something many of our clients 

worry about and like to include in their ‘you 

never know what might happen’ planning. 

Source: Office for National Statistics – Consumer price inflation6  
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Long-term retirement planning

Create a plan that  
reduces your tax bill

A pension?

Saving through a pension can be an easy and tax-efficient way to save for your retirement.  

Your money is locked away from temptation until you turn 55 (or 57 from 2028).

Tax breaks

The money you put in a pension qualifies for 20% tax relief (40% if you pay higher rate tax)  

reducing your tax bill and therefore boosting your savings.9  In each tax year you can save up to 

100% of your earnings or up to £40,000, whichever is lower. You can save up to £1,073,100 in a 

pension over your lifetime tax-free.10  Even if you’ve not earned anything, you can save £2,880  

each year. This gives you £720 in tax relief, taking your total savings to £3,600.

Workplace pensions

If you are enrolled in a ‘defined benefit’ 

pension, you are guaranteed a percentage of 

your salary as income when you retire. More 

recently a ‘defined contribution’ approach 

has become the norm, where you simply 

save up a pot of money.

Some employers match your contributions 

– so you may want to put in more to get more. 

Personal pensions

A personal pension – or stakeholder pension or 

Self-Invested Personal Pension (SIPP) – is one  

that you arrange for yourself, provided  by an 

insurance company, bank or building society.  

As with any financial product, shop around and 

choose carefully. Make sure you are happy with 

how the money is invested and keep an eye on 

charges or fees. You may like to ask a financial 

adviser to help you choose. 

An Individual Savings Account?

An Individual Savings Account (ISA) is another 

good tax-saving way to save for retirement. It can 

be more flexible than a pension as there is no age 

limit for taking money out. 

For the 2022/23 tax year, you can save up to 

£20,000 in an ISA. You won’t have to pay tax  

on any interest paid. If you’re married or civil 

partnered, make sure you make the most of both 

of your allowances.

There are two main types of ISAs – a cash ISA,  

or a stocks and shares ISA. If you’re investing for 

the long term, and you’re prepared to take some 

risk with your money, you may want to go for 

stocks and shares. This could help to generate  

a return that preserves or grows the real value  

of your money. 

5

What’s the best way to save for my retirement, 
or for when I choose to stop working full time? 



Homes and property?

With strong growth in the UK property market over the long term, many see  

their homes, holiday homes and rentals as a long-term retirement investment.  

30 years ago, the average UK house was worth £57,435. Now it’s £278,43611.  

If you want to access cash from your main home, you’ll have to downsize  

which may be challenging. Unlike other properties you own, you won’t have  

to pay tax on the growth in its value though.

Your main residence has a potential residential nil-rate band for inheritance  

tax. This could be up to £175,000 in the 2022/23 tax year if your home goes  

to a direct descendant.12  

1

Source: HM Land Registry, Registers of Scotland, Land and Property Services Northern Ireland,  
Office for National Statistics – UK House Price Index. Note not seasonally adjusted.

Average house price UK - 2005 to 2022
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National insurance?

If you live in the UK and have paid  

30 years worth of National Insurance,  

you’ll qualify for a full state pension.  

If you’ve paid less, you can make 

voluntary contributions to fill the gap. 

These can be hugely valuable. You can 

get a State Pension forecast on the  

gov.uk website.

What about a second home?

A second home, known as a secondary 

residence, has also proved popular as  

an investment, but you will have to pay  

tax on any earnings or increase in value. 

Other financial vehicles?

You could choose a diverse retirement 

portfolio from the range of products 

available like funds, shares, bonds, 

investment trusts or private companies. 

You might want to make a positive 

impact on the world by selecting ethical 

products. You could do the research 

yourself, or you could consider a multi-

asset product where a manager chooses 

different investments for you. Or you 

could work with a financial adviser.

If the investment isn’t through a tax-free 

vehicle, you may have to pay tax on any 

increases, subject to your personal 

allowances.

Something completely different?

Do you love classic cars, wine, art or 

antiques? Anything of value could  

be a potential retirement investment,  

but there may be capital gains tax  

to pay on any item that is likely to last 

more than 50 years. 

6

https://www.gov.uk/check-state-pension
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Near-to-retirement planning

Consider your  
ideal retirement

When do I want to retire?

Do you have a retirement age in mind? 

Employers are no longer allowed to tell  

you when you must retire, unless they can 

justify it with good reason. If you run your 

own company, consider when you will  

want to sell or pass it on. Important decisions 

like this could benefit from planning and 

advice – the more prepared you are,  

the better the likely outcome.

Are you ready to stop working? Are there 

opportunities to work part time – to do 

consultancy work, or continue with 

directorships? 1.5 million pensioners in the 

UK are still working full time or part time.13  

The State Pension age is gradually increasing 

for men and women, and will reach 67 by 2028.

What sort of retirement would I like?

How would you like to spend your time when  

you retire? Hobbies that didn’t fit in around 

working life? Luxury cruising? Perhaps family 

have moved abroad and you’d like to visit every 

year? The possibilities are endless. 

Many of our clients haven’t stopped to think  

about this, perhaps because they’ve been too 

busy working, or simply because they believe 

they have plenty of time to consider all the 

options. But it’s a huge question, so give it the 

reverence it deserves.

Try to put a price on your ambitions.  

How much are annual fees at your golf club  

or gym, for example?

Would I like to leave a legacy?

Do you have loved ones or good causes that you’d 

like to leave a financial legacy to? A little forward 

planning could help reduce your inheritance tax 

bill too, in or after your lifetime.

brooksmacdonald.com/private-clients
7

What do I need to think about as I approach retirement? If you are nearing 
retirement in say, three to five years, it’s time to start the next phase of planning.
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Near-to-retirement planning

Prepare for what’s to come

168

Should I rethink my risk profile?

Investments can experience ups and downs, 

which is fine when you have a lot of time 

before retirement. As you get nearer you may 

want to start moving your investments into 

lower-risk options.

What other investments do I have?

Do you have ISAs? Perhaps you have some 

of their predecessors like Personal Equity 

Plans (PEPs)? Property? Are you planning 

to sell a business when you retire? Are you 

expecting to inherit anything? Do you have 

other assets? 

How much do I have in pension schemes?

Before you tally up your pension schemes, ask yourself – have I forgotten any? 

Around 1.6 million people in the UK have forgotten unclaimed pension pots.14 

The pension-tracing service15  can help you track down any pensions you may 

have forgotten.

If you have a defined benefit scheme, what percentage of your final salary will 

you be entitled to? What will your final salary be?

Should I consolidate my pensions?

If you have collected various pensions over the years, you may want to bring 

them all together. This could make them easier to manage. You may prefer 

different investment options, or you could save on fees.

However, beware – there are many factors to consider before you consolidate. 

For example, a pension may come with an attractive guaranteed annuity rate.  

An annuity is a product that allows you to buy an income that will last for the 

rest of your life or a set time. Some pension schemes come with life insurance 

and critical illness insurance. You may have a defined benefit pension that 

guarantees you an income for life. Or you may want to avoid paying large exit 

fees. You could ask a financial adviser to help you explore your options.

https://www.gov.uk/find-pension-contact-details
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What can I do with my pension pot when I retire?

Pension freedom

The government introduced ‘pension freedoms’ in 2015, giving 

people aged 55 and over more flexibility about when and how  

to draw their defined contribution pension savings. Prior to 2015, 

you were obliged to purchase an annuity. 

Tax-free cash

You can take out 25% of the money in your pension pot/s without 

having to pay any income tax on it. You don’t have to take this all 

at once as one lump sum; you can spread it out over time.

You could choose to leave some money in a pension to pass on  

to your dependents. This will be free of inheritance tax if you are 

under 75 when you die. 16

Should I make catch-up payments into my pension?

You may want to top up your pension for a final savings push. You can invest up to £40,000 each year  

tax free, as long as you haven’t earned less than this in that year. If you’re on a 40% tax rate you will only 

need £60 to achieve £100 of savings. The annual allowance for pension contributions can be combined 

going back three tax years if you haven’t contributed up to the limit in that time. This could mean  

a significant saving, benefitting from the tax relief. 

Should I buy an annuity when I retire?

You could purchase an annuity with your savings, 

if you would like to be sure of a continuous 

income. An annuity provides you with a regular 

guaranteed income in retirement, paying income 

either for life or for an agreed number of years. 

However, we have found that increasingly, 

perhaps due to annuity rates being so low, people 

prefer to manage their own gradual use of their 

pension pot. You will have to pay tax on the 

income you get from an annuity and you’ll need 

to assess its value.

As such, buying an annuity is a big decision, 

so you may want to ask a financial adviser 

for guidance.

Should I draw out my pension pot money 
gradually?

This is known as drawdown, or decumulation.  

It gives you more flexibility than an annuity, and 

you can leave leftover money to your loved ones, 

but you must ask yourself – will your money last? 

Apart from the 25% you can take tax free, you may 

have to pay income tax on the money you take 

out of your pension, depending on whether your 

personal income allowance has been used 

elsewhere. Think about how much income you’re 

drawing out in relation to the income tax 

thresholds. Staying under a tax-rate band limit 

could reduce your tax bill.

9
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How much is enough? 

Back to the biggest question.  

Not surprisingly, almost half of all 

retirees are worried that their money 

will run out.17  In an economic 

environment of extremely low interest 

rates that has persisted since the 

financial crisis of 2008, generating 

retirement income has become  

hugely challenging. 

If you choose to manage your own 

income by making gradual withdrawals 

from your savings, it’s down to you to 

assess whether you're setting aside 

enough to fund your retirement, in line 

with your future requirements.

What’s coming in? What’s going out?

If you’ve run a business in your working life, you’ll be familiar with  

cash flow management as a concept. What’s coming in? What’s going out?  

By projecting these numbers forward, and making plenty of assumptions, 

we can challenge the potential future numbers with all kinds  

of ‘what if’ scenarios.

For example, what happens if an investment delivers 3% rather than  

4%? What happens if you pay the deposit for a relative’s new home?  

What happens if you work until age 68? If you allow yourself an income  

of £100,000 per year – is it likely to last your lifetime? Or would £80,000  

be wiser?

Cash flow modelling allows you to explore possible scenarios with a 

financial adviser and see the potential outcomes. Visuals of income, assets, 

liabilities, and goals help bring clarity to the bigger financial picture.  

This is an incredible tool to help with decision making. We’ve had clients 

change the whole look of their retirement, based on what they’ve learned 

from cash flow modelling. They say it helps them sleep at night which  

is a terrific way to improve retirement!

2
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What’s changed?

The world changes, as do your ideas. 

Your investments go up and down. 

Regulations and products evolve.  

When you’re approaching retirement, 

it’s important to review your plans regularly. 

We like to sit down with our clients at 

least once a year to check on the 

progress of their investments and plans. 

Are you ready to plan a better retirement? 

We can help you plan a retirement to really look forward to. With our  

help, you can feel confident exploring your many options and deciding 

what might suit you best. We can put your plans in place and monitor  

your progress both before and during retirement. 

We can also help you plan to reduce your inheritance tax bill and advise  

you on how to protect your assets.

Brooks Macdonald was founded in 1991 to provide investment  

management services and financial advice. We are dedicated to the  

highest professional standards, with over 400 staff members managing  

in excess of £15bn for our clients.

Contact us for a free initial discussion with one of our  
financial advisers.

Email: pc@brooksmacdonald.com   
Call: 020 7659 5881 
brooksmacdonald.com/private-clients 

Review your 
plans

Near-to-retirement planning
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"People who receive financial 
advice are more confident, worry 
less and are better prepared for 
retirement than those who don’t 
take advice."

International Longevity Centre UK18 

“It’s reassuring knowing our 
lifetime savings are being 
managed. The advice and 
counsel really helps us relax, 
meaning we can get on with 
living and enjoying our money, 
rather than worry about it.” 

C&C, Hertfordshire (April 2022)

“Brooks Macdonald has helped 
us with a plan, that plan allows  
us to live well, safe in the 
knowledge we can do what  
we want in our lifetime.”

S&C, Essex (April 2022)
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Contact us
E: pc@brooksmacdonald.com   

T: 020 7659 5881    

or visit brooksmacdonald.com/private-clients

Important information 

Investors should be aware that the price of investments and the income from 

them can go down as well as up and that neither is guaranteed. Investors may 

not get back the amount invested. Past performance is not a reliable indicator of 

future results. Changes in rates of exchange may have an adverse effect on the 

value, price or income of an investment. Tax treatment depends on individual 

circumstances and may be subject to change in the future, so you should seek 

independent tax advice, as to your own position. The information in this guide 

does not constitute advice or a recommendation and you should not make any 

investment decisions on the basis of it.

Brooks Macdonald is a trading name of Brooks Macdonald Group plc used 

by various companies in the Brooks Macdonald group of companies. Brooks 

Macdonald Group plc is registered in England No 4402058. Registered office:  

21 Lombard Street, London EC3V 9AH.

Brooks Macdonald Asset Management Limited is regulated by the Financial 

Conduct Authority. Registered in England No 3417519. Registered office:  

21 Lombard Street, London EC3V 9AH.

Brooks Macdonald International is a trading name of Brooks Macdonald Asset 

Management (International) Limited. Brooks Macdonald Asset Management 

(International) Limited is licensed and regulated by the Jersey Financial 

Services Commission. Its Guernsey branch is licensed and regulated by the 

Guernsey Financial Services Commission and its Isle of Man branch is licensed 

and regulated by the Isle of Man Financial Services Authority. In respect of 

services provided in the Republic of South Africa, Brooks Macdonald Asset 

Management (International) Limited is an authorised Financial Services 

Provider regulated by the South African Financial Sector Conduct Authority. 

Registered in Jersey No 143275. Registered office: 5 Anley Street, St Helier,  

Jersey JE2 3QE.

More information about the Brooks Macdonald Group can be found at   

www.brooksmacdonald.com

https://www.brooksmacdonald.com/private-clients
http://www.brooksmacdonald.com
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