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How Much Should I be Saving for Retirement?

This is a question we are often asked, and in reality, there’s no easy answer. A rule of 
thumb might be that if you want to retire on 2/3rds of your pre-retirement income, 
you should save roughly half your age as a percentage of your earnings – so, if you 
start at 30, save 15%, at 40 this goes up to 20% and so on. Such percentages may 
seem a little daunting but, it’s worth remembering that most workers will now be 
part of a Workplace pension scheme and their employer will be making some of the 
contributions.
 
How much income will I need?

This one size fits all rule of thumb, whist a general guide, needs to be modified to 
take into account individual circumstances. We all have different wants and needs 
and my retirement objectives will different from yours. Your spending and the 
amount of income you need will change when you retire; for example, you won’t 
have any work expenses but you might spend more time on hobbies or on holiday.
 
Draw up a retirement budget

The starting point for any planning is to make a list of all the essentials you’ll need 
to pay for in retirement such as housing, food and bills. Then, add up all of your 
non-essential spending – the nice to have’s if you like. Also, consider that your 
spending habits are likely to change during your retirement and that as you get 
older you might spend less on going out and more time at home and on healthcare. 

A good budget planner can be found on the Money Advice Service Website: 
https://www.moneyadviceservice.org.uk/en/pensions-and-retirement/budgeting 

Then, once you have created your budget use a pension planning calculator. Three 
of the easiest can be found here:

Money Advice Service: 
https://www.moneyadviceservice.org.uk/en/tools/pension-calculator

Standard Life: 
http://www.standardlife.co.uk/c1/guides-and-calculators/pension-calculator.page

Aviva: 
https://www.aviva.co.uk/retirement/tools/my-retirement-planner/
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Will I just rely on my Pension?

In addition to your private pension from which you can draw a flexible income or 
lump sums, you will also receive a State Pension (currently £168.60 per week in 
2019/20), and you might have other sources of income in retirement. These could 
include:

• Part-time work – many people nowadays transition into retirement rather  
 than stopping work completely and this income can be a significant help;

• Savings and investments - (the amount of interest or income you earn is  
 likely to vary depending on interest rates and the performance of your   
 investments) but a rule of thumb is to take your capital and divide it by 25 to  
 see how much you might add to your income;

• Property - This could be rental income from any property you own (this  
 income is not guaranteed as you might have periods when you’re not able to  
 rent out the property). Or you might plan to sell your home and downsize,  
 releasing some capital to add to your Savings and Investments which will  
 then generate income;

• Inheritances – although these should not be relied upon, increasingly retire 
 ment plans are being supplemented by inheritances received from parents or  
 other family members. 

Once you’ve worked out how much money you’ll need and the sources of income 
you’ll have in retirement, you’ll have a clearer idea of when you can afford to retire. 
And remember, Pensions are not the only savings vehicle you can use to build up 
retirement resources.

To get your retirement plans on track, speak to one of our advisers today. You can 
get in touch with us on 0161 834 2222, email us at enquiries@hammondraggett.-
co.uk or contact your usual adviser.

There can be no guarantee that one pension plan will perform better than another. 
The value of investments and the income from them can go down as well as up. 
You may not get back all you have invested. Taking lump sum or income benefits 
early is not suitable for everyone and may mean eventual retirement benefits are 
lower. Fees may be payable in relation to our advice. 


