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Important Information
This  c o n t e n t  is  b a se d  o n  o ur und e rs t a nd ing  o f  c u rre n t  t a xa t io n , l e g is l a t io n  a nd  HM 
Re ve nue  & C us t o m s  p ra c t ic e  a l l  o f  wh ic h  a re  l ia b l e  t o  c ha ng e  wit ho u t  no t ic e . 

The  im p a c t  o f  a ny t a xa t io n  (a nd  a ny t a x re l ie f s ) d e p e nd s  o n  ind ivid ua l  
c irc um st a nc e s . 

W he re  c o n t e n t  inc l ud e s  c a se  s t ud ie s  o r e xa m p l e s  t he se  a re  f o r il l us t ra t io n  p urp o se s  
a nd  a re  no t  re c o m m e nd ing  a  sp e c if ic  c o urse  o f  a c t io n .

P a s t  p e rf o rm a nc e  is  no t  a  re l ia b l e  ind ic a t o r o f  f u t u re  p e rf o rm a nc e . The  va l ue  o f  a n  
inve s t m e n t  c a n  g o  d o wn a s  we l l  a s up  a nd  yo ur c l ie n t  m a y g e t  b a c k l e ss  t ha n  t he y’ve  
p a id  in .

No  re p ro d uc t io n , c o p y, t ra nsm iss io n  o r a m e nd m e nt  o f  t h is  p re se n t a t io n  m a y b e  
m a d e  wit ho u t  o ur writ t e n  p e rm iss io n . 



Identify and explain 
the key risks clients 
face in retirement

Learning Objectives

Evaluate the merits 
and limitations of 
different retirement 
income solutions

Apply practical 
techniques to 
engage clients 
during the fragile 
decade
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■ How these risks vary depending 
on wealth levels and income 
needs.

■ Annuities, drawdown, and 
smoothed investments

■ Understand how blending 
strategies can mitigate risk.

■ Address both financial and 
emotional drivers to create 
robust, personalised retirement 
plans, 

■ Consider legacy planning under 
current pension and IHT rules.
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Vo l a t il it y, re g u l a t o ry p re ssure , 
a nd  re t ire m e nt  c o m p l e xit y 
c re a t e  a d vise r unc e rt a in t y

0 3

Thematic Review (2024) – 
Re t ire m e nt  Inc o m e  Ad vic e  (TR24 / 1): 
FC A’s  d e e p -d ive  f o und  m ixe d  q ua l it y 
in  d e c um ul a t io n  a d vic e

0 2

FCA Consumer Duty (2023) – 
Ne w p rinc ip l e  re q u iring  f irm s  
t o  “d e l ive r g o o d  o u t c o m e s” f o r 
re t a il  c l ie n t s

0 4

CRPs – s t ruc t ure d  wa y t o  
d e l ive r c o ns is t e n t , h ig h -q ua l it y 
re t ire m e nt  inc o m e  a d vic e

W ha t  a re  t he  re g u l a t o ry d rive rs  



The Fragile 
De c a d e

Wealth
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Money

Fragile Decade (5 years pre & post retirement)

■ Specifically protected 
income not assets 
(watching asset 
values fluctuate can 
make clients 
miserable and cause 
anxiety)

Health

■ A healthy life is a 
happy life

Staying 
Connected

■ Not feeling isolated

Purpose

■ Reason to wake up 
in the morning

4 Pillars of Happiness in Retirement



Loss 
a ve rs io n

Daniel Kahneman and Amos Tversky: Prospect Theory 
– An analysis of decision under risk

- Lo sse s + G a ins

W e  f e e l  l o sse s  
m o re  ke e n l y t h a n
wins .

A £ 10 0  l o ss  h urt s
m o re  t h a n  t h e

p l e a sure  o f
re c e iving  a

£ 10 0  g a in

P syc h o l o g ic a l  Va l ue



C

Striking 
the right 
balance

Source: The Fragile Decade: Retirement’s Danger Zone

Will my money last?

Will I last?



What are the risks for client’s 
re q u iring  a n  inc o m e ?  
What do client’s worry about? 



RISKS

Investment Risk

Mortality Risk

Inflation Risk Longevity Risk

Day 1 Risk

My pot could 
fall leaving me 

short on 
income

Prices have 
risen faster 

than my 
income.

What if I die 
early and don’t 

get all of my 
money back.

What if my 
money runs out 

before I die?

What if my 
circumstances 

change?



Hyperbolic Discounting

A c l ie n t  m a y c ho o se  a  l um p  sum  
o ve r a n  a nnu it y b e c a use  o f  
hyp e rb o l ic  d isc o un t ing  – t he  
t e nd e nc y t o  va l ue  im m e d ia t e  
m o ne y m o re  h ig h l y t ha n  f u t u re  
inc o m e .  

The  ins t a n t  re wa rd  o f  a  l um p  sum  
o f t e n  f e e l s  m o re  re a l  a nd  
a p p e a l ing , e ve n  if  a n  a nnu it y 
wo ul d  o f f e r b e t t e r l o ng -t e rm  
se c urit y.



Retirement Income Need Analysis
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Le g a c y

Luxury

Lif e s t yl e

Living

Source: ‘The 4 Ls Of Retirement Income Planning’, Wade Pfau 



How can we 
g ive  c l ie n t s  t he  
c o nf id e nc e  t o  
e xp e rie nc e  t he  
jo y o f  l iving  in  
re t ire m e nt ?



My pension pot is too 
big!

Goldilocks Theory – Broadly 3 Types Of Client

My pension pot is too 
small!

My pension pot is 
just right!

Each with different problems and considerations
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Too big…

C LIENT P RO FILE:

• La rg e  p e ns io n  p o t
• O t he r a sse t s  – ISA, G IA o r P ro p e rt y

• Ha s  su rp l us  m o ne y

C l ie n t  c o ns id e ra t io ns :

• Inc o m e  p ro vis io n  – i.e . t ra ve l  
p l a ns  a nd  a c t ive  re t ire m e nt

• Minim ise  t he  t a x t a ke

• IHT p l a nn ing  – p a ss ing  o n  a s  
m uc h  we a l t h  t o  f a m il y



Too small…

C LIENT P RO FILE:

• Insuf f ic ie n t  f und s  f o r re q u ire d  re t ire m e nt  inc o m e
• Minim a l  o t he r a sse t s
• Lo w c a p a c it y f o r l o ss

• P l a ns  t o  wo rk p a rt -t im e  t o  sup p l e m e nt  inc o m e

C l ie n t  c o ns id e ra t io ns :

• W ha t  l e ve l  o f  inc o m e  is  
a c h ie va b l e ?

• W ha t  c o m p ro m ise s  ne e d  t o  b e  
m a d e ?

• Ina b il it y t o  su f f e r l o ss



Just right…

C LIENT P RO FILE:

• P e ns io n  wil l  b e  m a in  inc o m e  so urc e
• Minim a l  o t he r a sse t s

• Ba l a nc e d  ATR, no w m o re  c a u t io us  in  re t ire m e nt

C l ie n t  c o ns id e ra t io ns :

• Inc o m e  sus t a ina b il it y is  ke y

• Aim s f o r f l e xib l e , c o m f o rt a b l e  
l iving

• W a nt s  a d a p t a b l e  so l u t io ns

• P l a ns  t o  e n jo y e a rl y re t ire m e nt  
f u l l y



Confidence – Be l ie f  in  t he  num b e r…
Connect 4

YIELD

Fund

TermIncome

Lif e t im e  g ua ra n t e e
i.e . Annuit y

Te m p o ra ry g ua ra n t e e
i.e . Fixe d  Te rm  Annuit y

P re d ic t a b l e  re t u rn
i.e . Sm o o t he d  Fund



Tell me when you’re going 
t o  d ie  a nd  I ’l l  t e l l  yo u  wha t  
t o  b uy!



Day 1 Mortality Inflation InvestmentLongevity

Fixed Term Annuity



Day 1 Mortality Inflation InvestmentLongevity

Fixed Term Annuity



Day 1 Mortality Inflation InvestmentLongevity

Lifetime Annuity



Day 1 Mortality Inflation InvestmentLongevity

Lifetime Annuity



Day 1 Mortality Inflation InvestmentLongevity

Drawdown



Day 1 Mortality Inflation InvestmentLongevity

Drawdown



Day 1 Mortality Inflation InvestmentLongevity

Drawdown with Smoothed Fund



Day 1 Mortality Inflation InvestmentLongevity

Drawdown with Smoothed Fund



Living Standards…

One person household

What standard of living could you 
have?

£13,400 a year

Covers all your needs, with some 
leftover for fun

£31,700 a year

More financial security and 
flexibility

£43,900

More financial freedom and 
some luxuries

Minimum Moderate Comfortable

Two person household

What standard of living could you 
have?

£21,600 a year

Covers all your needs, with some 
leftover for fun

£43,900 a year

More financial security and 
flexibility

£60,600

More financial freedom and 
some luxuries

Minimum Moderate Comfortable

Source - www.retirementlivingstandards.org.uk
Estimated expenditure not income figures based on a view of UK spending

http://www.retirementlivingstandards.org.uk/


Comfortable single household

£43,900

More financial freedom and some luxuries

Comfortable

£600 a year to maintain condition of your property. £300 contingency.

Around £75 a week on food. £42 a week on food out of the home, £21 a week on 
takeaways, £106 a month to take others out for a monthly meal.

3-year-old small car, replaced every 5 years, £22 a month on taxis, £208 per year on rail 
fares.

A fortnight 4* holiday in the Med with around £100 per person spending money and 3 long 
weekend breaks in the UK with £400 spending money per break. Extensive bundled 

broadband, streaming and TV entertainment. £54 a week for activities

Up to £1,548 for clothing and footwear.

£50 for each birthday and Xmas present, £300 per year charity donation, £1,000 family 
support.

House

Food

Transport

Holidays
& Leisure
Clothing

& Personal
Helping 
others



Last bite at the tax relief 
c h e rry
Da vid  (6 0 ) wa n t s  t o  re t ire  no w a nd  m a t c h  t he  
s t a t e -p e ns io n  inc o m e  un t il  a g e  6 7.

C urre n t l y a  h ig he r-ra t e  t a xp a ye r b u t  wil l  b e  
b a s ic -ra t e  ne xt  ye a r.

• £75,000 gross pension contribution – net 
cost to David: £45,000

• 7-year fixed-term annuity income: £12,291 
pa

• Total gross received over term: £86,402
• Net paid to a basic-rate taxpayer (incl. 

25% TFC): £73,131.80

RETURN: 62%
YIELD: 13.9% pa



Retirement Income Need Analysis
Mixing certainty and predictability

31Source: ‘The 4 Ls Of Retirement Income Planning’, Wade Pfau 

Fixe d  Te rm  Annuit y
(C e rt a in t y)

Le g a c y

Luxury

Lif e s t yl e

Living

Sm o o t he d  Fund
(P re d ic t a b il it y)

Unsm o o t he d  
Fund s

IHT P l a nn ing



Retirement Income Need Analysis
Client requiring £43,000 net income – has £1m pension pot - £50,000 gross income needed

32Source: ‘The 4 Ls Of Retirement Income Planning’, Wade Pfau 

Fixe d  Te rm  Annuit y -
£ 12 ,5 0 0  p a

Le g a c y
£ 15 0 k

Luxury
£ 15 0 k

Lif e s t yl e
£ 6 25 ,0 0 0

Living
£ 75 ,0 0 0

Sm o o t he d  Fund  @ 6 % 
re t u rn  - £ 37,5 0 0  p a

Unsm o o t he d  Fund s  – 
Ad -ho c  wit hd ra wa l s

IHT P l a nn ing



Red Money Tool



Identify and explain 
the key risks clients 
face in retirement

Learning Objectives

Evaluate the merits 
and limitations of 
different retirement 
income solutions

Apply practical 
techniques to 
engage clients 
during the fragile 
decade

34

■ How these risks vary depending 
on wealth levels and income 
needs.

■ Annuities, drawdown, and 
smoothed investments

■ Understand how blending 
strategies can mitigate risk.

■ Address both financial and 
emotional drivers to create 
robust, personalised retirement 
plans, 

■ Consider legacy planning under 
current pension and IHT rules.



Certainty and Predictability

Prudential Guaranteed Income Plan

■Ava il a b l e  in  Re t ire m e nt  Ac c o un t  o r 3 rd  
p a rt y SIP P s
■Trus t e e  Inve s t m e n t  P l a n  s t ruc t u re  

o f f e rs  m a xim um  f l e xib il it y
■Ta x-t a ke  c o n t ro l
■Buil t  in  Surre nd e r a nd  De a t h  Be ne f it s  

a t  no  e xt ra  c o s t
■P ro vid e s  c e rt a in t y a nd  f l e xib il it y f o r 

c l ie n t s

PruFund

■Ava il a b l e  in  Re t ire m e nt  Ac c o un t s /  
Trus t e e  Inve s t m e n t  P l a ns  a nd  
P l a t f o rm s
■P ro vid e s  re a ssuring  p re d ic t a b il it y
■Kno wn Exp e c t e d  G ro wt h  Ra t e
■Sm o o t h ing  o f  Re t u rns



Delivering on Expectations
PruFund Annualised Returns 

Source: Prudential and FE Analytics 02.01.2026. Figures are for PruFund Growth Fund held within PruFund Investment Plan. The PruFund figures exclude any additional investment expenses, fund management, product or advice 
charges. The figures cover the 10-year annualised return from the 30th November of each year and are based on the smoothed prices, which include excess surplus distributions. Past performance isn't a guide to future performance.  

(%) Return PruFund Growth Gross Return in GB
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PruFund Growth 
EGR at outset
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 PruFund Growth Ser E  IA Mixed Investment 20-60% Shares  ABI Mixed Investment 20-60% Shares

Performance of PruFund  Growth with 4% withdrawals 
– five years

Figures are for PruFund Growth Pn Ser E and are for the period from 31 Mar 2021 to 31 Mar 2026. The initial investment is £200,000 and regular withdrawals of £666.67 are taken at 
the end of each month. The PruFund figures include any additional investment expenses, but not any product or advice charges, so the amount an investor would get back would be 
less than shown here.  Some, if not all, of the funds comprising the IA and ABI sector averages are net of fund charges.  Past performance is not a reliable indicator of future performance.  
The value of an investment can go down as well as up. Your clients may get back less than they have paid in.  Source: FE Analytics 

Max Drawdown = 13.77%
Max Drawdown = 15.48%

Max Drawdown = 3.52%

£225,458

£193,987

£188,450



Thank 
yo u
Karen Fitzpatrick
Pension Specialist
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