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Retirement Rule 1: Don’t run out of money
Of all the financial challenges and concerns that we face over our lifetimes, avoiding running 
out of money in retirement probably sits at the top of the list.  No-one wants to end up relying 
on meagre state benefits and eating own-brand baked beans every day.  Retirement Rule 1 
is crucial but not guaranteed.  As Warren Buffett might say, Retirement Rule 2 is not to forget 
Retirement Rule 1!

In the good old days, retirees could rely on defined benefit pensions and/or annuities to provide 
lifelong retirement income. Today, many retirees rely, to a varying degree, on taking money from 
accumulated pension pots for their retirement income.  That makes outcomes less certain and 
decisions far tougher.

From time-to-time scary data surface about the state of retirement planning in the UK. Recently, LV 
– the insurance company – published the results of a survey of 4,000 people relating to how they 
intend or are handling their pension arrangements1.  LV estimate that there are around 30 million 
pension holders in the UK.  The results are a little startling, to say the least. Take a look at the chart 
below.

As one third (or effectively 10 million people) do not know how to make their retirement pot last, it 
implies that two thirds apparently do know.  Perhaps these are the two thirds who plan on taking 
advice!  Not running out of money is a complex problem that taxes even the best financial brains.  
It would seem that many people may be overconfident in their assessment of how much they truly 
know about retirement planning.  
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Figure 1: Scary insights into UK individuals’ retirement plans
Data source: LV. Diagram: Albion Strategic Consulting.



The figure below provides an overview of just how tricky this process is and how it must be an 
ongoing, dynamic process, not a one-off decision at retirement. Knowing what you cannot control 
and understanding what you can, provides some insight into the complexity of – and solutions to - 
retirement planning.

Retirement is meant to be a time of financial freedom allowing you to do the things you want to 
do, when you want to do them and who you want to do them with.  It is a great shame that many 
people in the UK will fail to achieve even a modicum of financial freedom and lifestyle choice.  As a 
broad rule of thumb, today, £1 million will buy an inflation-linked annuity income of around £27,500 
a year2.  Yet the median UK pension pot is around £91,0003 (for those 55-64 years old), which on 
the same basis will deliver only £2,500 a year.

Taking an income from an investment portfolio may allow a withdrawal rate that is potentially a little 
higher but needs a lot of care and attention to reduce the risk of running out of money.  Making 
sure that you optimise the decisions that need to be made – and control all the things you can 
control - will allow you to maximise the stability, level and longevity of retirement income you need.  

That is what a good adviser will help their clients do and where they earn their fees.   The best way 
to achieve Retirement Rule 1 is to take proper financial planning advice. 

• How long you live

• Your health

• Other life events. 
 (divorce, death of a partner etc.)

• Financial market returns. 
 (absolute level and sequence in   
 which you receive them)

• Government pension policy and tax

• How much you will spend and when.

• Understanding your income flexibility.

• Your investment portfolio structure.

• Tax efficiency in accumulation/  
 drawdown.

• How you respond to uncertain events. 
 (life, market or policy driven)

• Making informed decisions.

• Avoiding poor value costs and fees.
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Figure 2: An insight into the complexity of managing retirement savings
Source: Albion Strategic Consulting

What you cannot control What you can control

What a good adviser can help you with



Other notes and risk warnings
Use of Morningstar Direct© data

© Morningstar 2021. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, 
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your 
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings
This article is distributed for educational purposes only and must not be considered to be investment advice or an 
offer of any security for sale. The reference to any products is made only to make educational points and must, in no 
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a 
recommendation of any particular security, strategy or investment product.  Information contained herein has been 
obtained from sources believed to be reliable but is not guaranteed.  

Past performance is not indicative of future results and no representation is made that the stated results will 
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is 
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in 
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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