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Bread today, jam tomorrow?
Have you thought about your potential income in retirement? 
It may not be what you’re expecting.

Most people know, more or less to the penny, how much money 
they have coming in each month while they’re working. But it’s 
alarming how few seem to know how much they’ll have coming 
in after they retire – but it’s a problem that is easily solved.

Vive la difference
To get the ball rolling, dig out a bank statement. Once you’ve 
crossed off your everyday bills and expenses, whatever’s left 
behind is what’s known as disposable or ‘free’ income. For 
most of us, it’s the difference between just surviving and living 
comfortably, so the more you have, the better. Statements turn 
up on a regular basis, but very few of us use them to undertake 
a ‘reality check’, and it’s often not until someone asks us to fill 
in a regular budget sheet that we fully appreciate what we’re 
spending money on, day to day.

Easy come, easy go
While we’re working, we enjoy a stable and regular earned 
income. But what can we look forward to when we retire? Well, 

the cost of living rarely falls and then there’s inflation to kick in 
and erode what your pound will buy in the future. Some of your 
outgoings – mortgage payments, university fees and commuting 
costs for instance – should reduce but, over time, they’ll be 
replaced by other expenses, ones linked to older age and the 
potential decline in health that comes with it. 

Look for the… bare necessities
One of the most compelling reasons for seeking professional 
guidance from a financial adviser is that budgets vary hugely; 
even more so as time goes by. In mid-life, everything’s variable 
from one month to the next: from utility bills to household 
shopping, and from clothes to holidays. It keeps life interesting. 
There are things we’d like to have, and things we can’t do 
without. As we get older, these ‘essential’ things become much 
more important. Things such as food, clothing, basic medical 
expenses and somewhere to live. 

It’s these essentials which make up the majority of what’s 
known as our monthly ‘Personal Minimum Income Requirement’ 
or PMIR. This is the amount of money we need, every month, 
just to get by – without our bank balances dwindling on a 
regular basis. 
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Even if you feel confident that you have enough money for 
the time being, that could change when you don’t have a pay 
packet coming in. You may not be commuting to work, but 
you may want to travel more regularly as part of a lifestyle 
change. If you’re spending more time at home, your heating 
and electricity bills may go up and you’ll probably spend a bit 
more on food too. 

A few questions you should ask
As we enter retirement, we generally move from creating 
wealth (accumulation) to consuming it (decumulation). Advisers 
like to focus on PMIR because if they know this, they can work 
out how much you need in your pension pot to deliver it. Most 
people only have a finite amount coming in each month, so it 
raises some pretty fundamental questions:

l  How much income would you like to have in retirement?
l  How much of this is your Personal Minimum Income 
 Requirement (PMIR)? 
l  Where will that monthly income come from? 
l  How long will you need it for? 
l  What can you do if your pension pot isn’t large enough yet?

If you’re not 100% sure of the answers, you should be getting 
some advice right now.

Finding the right answers
The first question is a uniquely personal one but you should have 
been able to work out the answer to the second by using a budget 
planner. To get a figure for the third, add together your pension 
and any income you may have from other revenue streams 
such as the government’s state pension (assuming you’ve 
made enough National Insurance Contributions); downsizing 
your house; cashing in investments or dipping into your savings 
accounts. As for the fourth, well, that’s impossible to answer: life 
expectancy is guesswork and you may live longer than you think.

Finally, if you take the time to fill in a budget planner and work out 
your PMIR, and as a result, find that things are tighter than you’d 
like… don’t worry. A financial adviser can help by reviewing your 
personal circumstances, examining them in detail and explaining 
your options clearly. 

Whatever you decide to ultimately do in your retirement, it’s 
important to start by asking the right questions.
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It is not intended that this publication be relied upon by retail investors. It does not constitute an offer, a personal solicitation of an offer or personal recommendation 
to enter in to any transaction. Whilst all reasonable care has been taken in preparing this document, the information contained herein is deemed to be reliable 
but all expressions of opinion are subject to change without notice. Tax legislation is based on our understanding of legislation and practice currently in force.         
Tax information is subject to individual circumstances and subject to change. We cannot be held responsible for the effect of any future legislation change in interpretation.
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