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			Having a supportive family provides an incredible foundation on which to build good things. They will encourage you when you’re feeling low and bring you down a peg or two when you get too big for your boots. They will ground you.

			Best of all, a loving family provides a refuge when life becomes overwhelming. You can head home, shut the world out and just be, knowing that those around you have your back, no matter what.

			I am blessed beyond measure that both my Matthew family and my Jackson in-laws embody these values. Without fail they have loved me throughout my life; there’s no way I could do half of what I do without their support.

			My beautiful girls are the most precious things in the world to me. My wife of 27 years, Joanne, and my daughters, Ellie and Kate – without you I am nothing.

			This book is dedicated to my whole family, whom I love with all my heart.

			Oh, and our dogs Maisy and Callie insisted I mention them here too, so there you are.
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			It was about six weeks after we finished working for Steve and Jane that they called and dropped the bombshell: “We’ve both decided to retire. Today. Five years early.”

			A few weeks earlier, we had completed their financial plan, stress-tested it and made recommendations. As DIY investors aged around 60, Steve and Jane were delighted that all the effort they had put in over their working lives had put them in such a strong position.

			They had intended retiring at age 65, but when we spoke, it was clear that they were flagging at work, going through the motions and biding their time. What they really wanted to do was buy a campervan and drive around Europe.

			Through the planning work we did together, we were able to reassure them that rather than grinding out five more years in jobs they had come to resent, they could in fact retire early and start living out their dreams right away.

			Like so many clients, they struggled to believe this at first, but in the six weeks since we completed our planning work, they had clearly been thinking more about it. Steve relayed the story to me:

			I’d had a rubbish morning at work and so I called Jane at lunchtime to whinge about it. I said to her that in light of the work we’d done with Jacksons,1 I was seriously thinking about handing in my notice. In the next breath, Jane told me that she’d just done exactly that about ten minutes before I’d called. I hung up and went and drafted my retirement letter to my boss! Thank you for making it possible…

			My first response to news like this is always a quiet voice saying, ‘I hope I got my numbers right!’ I mean, these people had made the biggest financial decision of their lives on the basis of my calculations! This quickly passed, of course, because we do check these things very carefully!

			

			My second response was delight. I was so happy that Steve and Jane were able to embark on the next exciting phase of their lives together, and five years earlier than they had hoped.

			Make no mistake, Steve and Jane had done the work to get themselves into this position. My only role was to provide some validation and encouragement that they had done everything necessary to retire well.

			Like so many people I have met throughout my career, Steve and Jane had consistently made good decisions about their finances. They weren’t genius investors, and they weren’t given a leg up by an inheritance or a lottery win. They were middle-income, hard-working people who understood what needed to be done to get themselves in a position where working was optional.

			I believe that anyone can achieve the same outcome. The main thing that holds so many of us back is an ignorance of how the personal finance system works. It can all seem so overwhelming that it’s easier to do nothing and bury our heads in the sand.

			My first book, The Meaningful Money Handbook, was published in September 2018. It is designed to be the one book that anyone based in the UK can read to understand everything they need to KNOW and everything they need to DO to put their finances on a firm footing.

			That book covers the basics of budgeting and debt elimination, protecting against unforeseen life events with insurance and how to build wealth by investing for the long term.

			This is the stuff we still don’t teach well enough in school and yet affects every single one of us. I haven’t had to solve a quadratic equation once since I left college, and yet I’ve had to manage my money every day since getting my first job. So why don’t we teach our children how to do that?

			All the subjects I covered in that book – the day-to-day basics of financial management – serve a future purpose: one day, most of us will either want or need to stop working, and most of us couldn’t live on just the state pension.

			

			And so we need to forgo some spending today in order to set aside money that we can spend when that time comes. In short, we invest now so that we can RETIRE one day.

			The first book stopped short of talking much about retirement, and so this book picks up where that one left off.

			The everything you need to KNOW and everything you need to DO structure has served me well for years on the Meaningful Money podcast, which now has over 500 episodes and over seven million downloads.

			It was also the broad structure for most of the chapters in the first book and I’ll carry it over for this book, too. Each chapter will set the context in the ‘KNOW’ section and then follow up with practical steps in the ‘DO’ section.

			Stepping back and viewing the book as a whole, first we need to lay some foundations. We need to talk about what it means to retire and why I believe that the fundamental success factor for anyone looking to retire well is a mastery of cash flow, that is, money in and money out, income and expenses.

			Throughout the rest of the book, together we will walk through each of the three phases of retirement:

			

			
					The Home Straight. This is the five- to ten-year period before we make the leap into retirement. We need to answer some important questions here, like do I have enough? Is the money I do have in the right places? How do I get money out of my pensions after all these years of putting money in? Together we will work out exactly what all the hard work you have done while you have been working will amount to in retirement, and how to really sprint towards the line and make the most of your later working years.

					The Great Transition. This is when we press the button on our plans and start to move into retirement itself. It’s also the point at which we start drawing down from our investments and pensions, which usually means a change in the way that money is invested. We’ll talk about how to optimise all of this in a way which is easy for you to manage. For some, retirement is a cliff-edge point in time, for others a transition over months or years. But for everyone, it’s a sea change in perspective and experienced reality.

					The New Normal. That sea change becomes the day-to-day pretty quickly though! As we groove into our new life, we need to maintain our financial plans so that they continue to provide for our needs. So we’ll talk about how to review our finances effectively and how to adjust as our circumstances inevitably change throughout retirement. And of course, as we get older, our minds eventually turn to what happens when we’re no longer around, so we need to talk about estate planning, long-term care and how to leave things in a good state for the next generation.

			

			By the time we’re done, we should have covered everything you need to KNOW and everything you need to DO to set yourself up for a secure and happy retirement.

			Sound like a plan? Excellent – let’s crack on…

			

			
				
						1 Jacksons is my financial planning practice in Penzance, Cornwall, UK. Check us out at jacksons.life


				

			
		

	
		
			

			Chapter 1: What Is Retirement?

			Retirement is a tricky subject to cover because it means something different to everyone. If you do a Google images search for retirement, you’ll see lots of stereotypical couples holding hands while walking along a beach in the sunshine.

			I live near the beach, so I did that yesterday (except it was raining), and I’m nowhere near retirement! So it seems odd that this would be the visual archetype for a happy and fulfilled retirement.

			It’s impossible to fully separate the idea of retirement from stopping work, but really, they’re not necessarily linked. For me, I have no plans to stop work, ever. Oh, it’ll change form and frequency for sure, but doing nothing? That’s unimaginable to me.

			If you can break the link in your mind between retirement and stopping working, right here at the start of our journey together, I think it’ll help you.

			Part of the problem with the word ‘retirement’ is its historical connotations.

			Retirement ain’t what it used to be

			Not that long ago, the norm was that we would work our entire lives for one employer. We would retire after 40+ years with a handshake from the boss, some warm words and a carriage clock, and then we’d enjoy a period of inactive dotage funded by a guaranteed pension while we waited for death.

			I don’t know about you, but that doesn’t fill me with excitement! Mercifully, things are very different now.

			

			Guaranteed, employer-sponsored pensions are much rarer than they used to be, so these days, most of us have to take retirement funding into our own hands.

			People are living longer than they did in the past and we’re enjoying better health, so we’re likely to be retired for much longer. That means we will need more money set aside to pay for this and we’re likely to want to fill that extra time with meaningful pursuits.

			And yet still, I think that what most people have in mind when they hear the word retirement is this: stop work > do nothing > wait to die.

			Thank goodness it has changed!

			The FIRE movement

			Taking things to the other extreme, sometime in the 2010s there appeared the inexorable rise of the Financial Independence Retire Early (FIRE) movement. One of the leading proponents of this was Mr Money Mustache,2 but the whole idea has really caught on now, particularly with younger Gen X and Millennials.

			The catchy acronym and the obvious appeal of retiring early has, I’m sure, been a factor in the rise in the popularity of this approach, but actually, Mr Money Mustache would say that FIRE doesn’t have anything to do with stopping work at all. Instead it means:

			Complete freedom to be the best, most powerful, energetic, happiest and most generous version of You that you can possibly be.3

			Now that I can get on board with.

			Some FIRE followers go hardcore, saving huge percentages of their income and living like monks so that they can amass enough to retire very early, even as young as their 30s. Others take a more laid-back approach where it isn’t just about achieving FI, but enjoying the journey too.

			

			Freedom. Choice. That’s what I would consider retirement to be – not having to work if we don’t want to.

			For many of us, work in some form will be a large part of our retirement plans. That work may be paid or voluntary. The routine of work and its physical demands can be good for us, helping us to retain mental and bodily resilience for longer. There’s no doubt that a lifetime of work followed by doing absolutely nothing is a sure way to an early grave.

			Phasing into retirement

			These days, many more of us ease into retirement over time. This takes two main forms: either we reduce the number of hours we work per week, or we take work which is less stressful than we’re used to.

			At the latter end of our careers, many of us are at the highest point of our earnings power, and with more money usually comes more responsibility and stress.

			If we can gradually enter the next stage of life by going a bit easier on ourselves, then it makes sense to me. It allows us to get used to the idea of backing off a bit and may allow our workplace to get used to doing without us too.

			Phasing into retirement also means that we don’t have to draw so much from our accumulated capital, or trigger pensions quite so early as we might if we came to a hard stop. We can also get used to living on a bit less income, which is likely to be the case when and if we fully retire.

			

			Mini retirements

			Another lifestyle I’m seeing more and more people talk about is the idea of a series of mini retirements. Here, we could save money for a few years with the intention of taking a long-term break from work, perhaps six months or even a year or two. Maybe we could travel, do some volunteering, or just take an extended break from work. Perhaps we could use the time to retrain and pursue a different career when we return to work.

			I remember being trained as an adviser to refer to retirement as “the longest holiday” in a naff sales technique designed to get people excited about saving for it. This is still a view that has retirement as a future aim, though. The mini-retirement approach seeks to enjoy the benefits of retirement in piecemeal form throughout life – an attractive idea, I’d say.

			Retirement is yours to define

			However you choose to structure your life and your eventual retirement, the mechanics are largely the same. Mostly it comes down to how we are going to pay our expenses while taking some time for ourselves. Each of the options above are just variations on the themes that we’ll discuss as we go through this book.

			One thing that I always say to clients is that we should start with what we want to happen. What’s the dream? If we could design our perfect life, what would that look like?

			Then we work back from there and see if we can realistically achieve those goals within the timescales we’re hoping for and within the constraints of the UK personal finance and tax system.

			If it turns out that our dreams are completely unrealistic, then we’ll need to reassess things, but I find that most people have the common sense to realise that they’re not going to retire as millionaires if they only save £50 a month.

			

			So as we’re going through this, I want to encourage you to dream big, while keeping your feet firmly on the ground.

			Remember this is your retirement and your life. It is yours to design as you want.

			

			
				
						2 Check him out at mrmoneymustache.com


						3 www.mrmoneymustache.com/2018/10/05/the-fire-movement


				

			
		

	
		
			

			Chapter 2: Cash Flow Is Everything

			If I had to distil personal financial planning down to one core truth, the one thing that underpins all financial success, it would be this:

			Spend less than you earn.

			Indeed, the first third of my previous book was dedicated to exactly this subject. And it remains true in retirement, even if it may look a bit different from when we’re building wealth.

			Cash flow is the right expression for this – it’s the flow of cash through our hands: money in and money out.

			When we’re building wealth, we earn money from a job or from self-employment. We may also receive income from investments, such as rent from a second property or dividends from a share portfolio that we’ve built.

			If we’re going to build wealth at all, we need to spend less than is coming in and put some money away. Then we need to invest that spare money so that it grows, maintaining its real value so that we can spend it in later life.

			In the traditional retirement, we’re now in a position where there is no earned income coming in anymore. We’ll likely have pensions, and those other income sources should continue too, as they’re not dependent on whether we’re working or not. But many of us spend more than our income in retirement, which means that we will need to dip into capital.

			And that’s fine, as long as that capital doesn’t run out. If it does, then we may run into trouble.

			

			A spending timeline

			Let’s consider the timeline of a typical person, from the point at which we get our first job.

			This can be a very challenging time financially, as this is likely the lowest salary we’ll ever receive. If we’re still living with family, then costs will be low and we will be able to save, as long as we are disciplined to do so. (I don’t charge my girls rent or board, as long as they can show me that they are saving at least half their income.)

			But when we leave home and are responsible for rent or a mortgage, plus all the associated bills of running a household, then money can get really tight.

			Hopefully, over time, we will receive promotions or move into different jobs that pay better. If we can minimise the insidious increase in spending that often accompanies a rising salary, sometimes known as lifestyle creep, then life will get a little easier over time.

			Maybe kids come along, and with them 20 odd years of paying for pretty much everything! For many women, particularly, there may be years of earning nothing at all, which has a big impact on their personal financial situation, something we’ll address later on.

			And then the children fly the nest, by which time we are likely in our late 40s or even well into our 50s (or 60s!). Now we experience our peak earning years, rising to the higher levels of our chosen career and receiving the salary to go with it.

			At the same time, our costs may be starting to reduce. Perhaps we have paid off our mortgage, releasing a large amount of disposable income each month. Generally we will be free of other debt and should be saving aggressively as the finish line of retirement starts to become visible on the horizon.

			And then we retire, and the reverse is true. Now we’re earning little or nothing, and our costs haven’t reduced much at all from when we were earning well. There may be a period before all our pensions kick in where we will need to draw heavily on our capital.

			

			Before too long, spending finds a level, all the pensions have started, and things settle down. Eventually, as we age, we will have less energy to travel and we’ll find that we have all the stuff we need around us. And so we find that our spending actually starts to fall as we move through retirement into our later years.

			And then the spectre of long-term care may appear, where costs will increase astronomically. The house may be sold to pay for it and, eventually, the Reaper calls and our time is up.

			Our spending rises and falls, and so does our income, depending on our time of life. Preparing well for retirement is about maximising the flow of money into our retirement savings when we can.

			Retirement cash flow

			If the maxim ‘spend less than you earn’ underpins all financial success, as I posited at the start of this chapter, then how does this apply to retirement, when we’re almost certain to be spending more than we earn?

			We need to expand our understanding of the word ‘earn’. If we stop working altogether in retirement then we won’t be earning anything directly. But we may be receiving income from pensions that we earned earlier in our career.

			We may also be earning income from our accumulated investments or property.

			Most of us will need to dip into capital to a greater or lesser extent when we retire. That’s fine of course – it’s the reason we set that money aside in the first place! As long as we’re careful not to spend all our savings and investments too quickly, then we can call these withdrawals earnings too.

			

			In retirement, then, ‘spend less than you earn’ becomes the far less catchy:

			Manage your spending at a level that, if it exceeds your guaranteed income, doesn’t erode your capital too quickly.

			There are two elements to this:

			
					The first is that we can’t really get away from the need to manage our spending. Most of us will never be able to throw all caution to the wind and spend whatever we like, because our incomes and capital just won’t sustain it. If we change the Bentley every other year, we’re going to burn through our capital pretty quickly! This is going to require some form of ongoing budgeting.

					Second, we need to manage our capital. Note that I don’t say maintain our capital. It is quite acceptable, desirable even, to erode our capital to enjoy life to the full. We just need to ensure we don’t spend it all too quickly – we don’t want our money to run out before we do.

			

			This is cash flow planning in retirement – we manage spending and we manage our capital. In a nutshell, that’s what this book is designed to help you achieve.

			Long-term care

			We’ll discuss long-term care in more detail later in the book, but I wanted to just briefly mention it here.

			There’s no escaping the fact that if we need long-term residential care in later life, all cash flow bets are off. I don’t want to be fatalistic because this is something that still won’t affect the majority of us, but the average cost of a residential care home in the UK is £3,290 per month, rising to £4,160 per month if you add in nursing care.4 And that’s the average – it’s quite easy to spend significantly more than that, depending on where you live in the UK.

			

			This will have a significant impact on the finances of most retirees, of course, but may not be as bad as we fear. I see many retired couples curtailing their spending while in their earlier retirement years because they fear that they may need long-term care in the future. I think that’s a shame, not least because they often leave too much money on the table when they could have been enjoying it in their earlier retirement years. A recurring theme throughout this book will be that if you are forced to make a choice, you should prioritise the present over the future. In practice, though, life is rarely that binary.

			For those over age 65, only about one in four people needs help with at least one activity of daily living. In other words, they need some form of help from a carer, whether paid or unpaid. For those over 80, that rises to one in two.5

			Of those in residential care, the life expectancy (and hence the overall amount of money that will be paid in fees) predictably reduces the older you are when entering care. Life expectancy for a 65-year-old female in care is about seven years, and just over six years for a male. At age 80, that falls to 4.2 years for females and 3.1 years for males.6

			All this is to say that the majority of us will not need care at all, and if we need the most expensive form of care, it likely won’t be for a long time. Maybe the spectre of care fees isn’t quite so scary as we first thought?

			And if this is true, then maybe we should focus more on the spending patterns earlier in retirement and enjoy our best years more?

			Before we get into the meat of the book, I want to discuss the three main phases of a classical retirement. That’s the next chapter.

			

			
				
						4 Source: Carehome.co.uk, January 2024


						5 Source: NHS Digital Health Survey for England, 2021


						6 Source: ONS Life Expectancy in Care Homes, England and Wales 2021 to 2022
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