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What will you do with your time in retirement?
Retirement can provide the opportunity to do the things you have always dreamed of.  
What are your goals for retirement? Here are some goals people have in retirement.

Make a sea 
or tree side 
lifestyle 
change

Stay connected with 
my community  
and friends

Find new more 
flexible ways 
to earn  
income

Help and 
give to my 
children and 
grandchildren 
today

Travel around 
Australia and 
overseas

Take care 
of elderly 
parents

Volunteer my 
time and skills to 
meaningful causes

Spend time on 
hobbies I’ve 
never had 
time for

Keep my body 
and mind 
healthy  
and active

Stay educated and 
in control of my 
finances  
and  
money

Mentor 
younger 
people

1Based on AMP research conducted in 2013–2014.

Spend more  
time with my  
family



Not having  
enough  
to live on...

Pension 
eligibility

and Government 
changes

Cost of living
and

economic 
uncertainty
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What are Australians juggling with in their 50s and 60s?

or to have 
the lifestyle 

they want affecting their 
buying power

Volatile market 
performance

eating into 
their nest egg



3

The sandwich generation
Many people in retirement are having to consider not just their own needs but also those of their 
children and parents. 

1 	 Source: Investment Trends, Retirement Income Report, 2012.

2 	 Source: 2013 ABS report, Young Adults Then and Now.

3 	 Source: AMP.NATSEM Income & Wealth Report, Cost of kids, 2013.

4 	 Source: Australian Bureau of Statistics, Reflecting a Nation: Stories from the 2011 Census, Where and how do Australia’s Older People live? 2012–2013.

5 	 Source: Suncorp Group, Easing the squeeze on the sandwich generation, 2012.

Aging parentsBoomerang kids

18% of people planning for retirement have at least one financial dependant living with them at home1

6.9%3 in 10
of people aged 
65 and over live 
with their children4

people aged  
20–34 live  
at home2

Children cost more as  
they get older3

0–4
18–24

$144
per week

$717
per week

$25,925
Supporting two aging 
parents can cost

a year 5
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Plan for the best – prepare for the unpredictable

Average age people plan to retire
–– Men – 64 years
–– Women – 63 years

Average retirement age in last 5 years
–– Men – 63 years
–– Women – 60 years

The retirement plan

Don’t know

Intends to retire

Plan to transition from 
full-time to part-time 
employment before retirement

No plans to ever retire

8%
13%

25%

54%

Retirement intentions (workforce aged 45+) Reasons for ceasing employment 
The retirement reality

Reached retirement age 
(average age 63)

Sickness 
(average age 55)

Redundancy 
(average age 57)

Carer responsibilities 
(average age 57)

Other reasons

37%

5%

25%

10%

23%

Source: Australian Bureau of Statistics, Retirement and Retirement Intentions, July 2012 – June 2013.

191,200 people in retirement returned to the workforce in 2012
–– Money
–– Boredom
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Why do people move in retirement?

Empty nesters downsizing1 Financial necessity2 Sea/tree change1 Health/age issues1

23% 
or todownsize
want a smaller home

20% 
want a lifestyle

change
cited moving into more suitable

accommodation
for health or age reasons

23% 

1	 Source: Australian Bureau of Statistics, Australian Social Trends, Dec 2010. (Based on Australian households aged 65 and older with no children).

2	 Source: Investment Trends, Retirement Income Report, 2012.

have downsized their 
home to help fund 
their retirement

people in 
retirement3 10in
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Where will you live as you get older?
Deciding where to live and potentially moving house can be an emotional, practical and financial rollercoaster.

Anxiety

Joy
My partner 

and I are not 
in agreement

We have too 
much money 

tied up in  
the house

Do I have enough 
money to fund  

my retirement?
Will a new 
house cost 

more money?

We are still 
looking for the 
perfect house

Deciding to  
stay in our home 

was a relief to 
both of us

I am excited 
about 

the future

It’s time to 
move on

Moving is 
not in our 
financial 
strategy

We can’t 
imagine 

living 
anywhere  

else
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How much will your lifestyle cost?

A better lifestyle 
than the Age 
Pension, but affords 
only basic activities.

What this lifestyle might feel like: What this lifestyle might feel like:

This enables a good 
standard of living 
and involvement in a 
range of recreational 
activities.

A modest lifestyle1, 2 A comfortable lifestyle1,2

$450.09 $817.07

$647.57 $1,119.32

$23,469 per year $42,604 per year

$33,766 per year $58,364 per year

Couple Couple

Single Single
per week per week

per week per week

1	 Based on the ASFA Retirement Standard, December Quarter 2014. All figures assume the retiree(s) own their own home and are for expenditure by household. This can be greater than household income after income tax where there is 
a drawdown on capital over the period of retirement. Single calculations are based on female figures.

2	 While everyone’s situation is different, and how much a person will need in retirement will vary, in general, these amounts can be used as a guide for what is required to provide a modest and comfortable lifestyle in retirement.

Singles may need $50,000, and couples may need $35,000  
in a savings lump sum to fund a modest retirement.1

Singles may need $430,000, and couples may need $510,000  
in a savings lump sum to fund a comfortable retirement.1

Clothing

$28.71
Energy

$54.55
Communications

$16.32

Leisure

$111.00
Transport

$96.58
Food

$159.76

Health

$77.75
Housing – ongoing 

only

$66.68

Household goods 
and services

$36.21

Clothing

$57.43
Energy

$56.53
Communications

$32.60

Leisure

$309.42
Transport

$142.62
Food

$198.32

Health

$141.06
Housing – ongoing 

only

$93.33

Household goods 
and services

$88.00
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A healthy retirement
Most experts agree that retirement life changes over time and the change is driven by health as well as money.

Freedom 
In this stage, good health 
and the chance to celebrate a 
change from the work routine 
means retirees often spend 
money on travel, their car, 
their home and their children. 

The feeling that you’re 
sitting on a large pool of 
money can lead to excessive 
spending (and less to live 
on later). At the same 
time, it’s understandable 
to want to enjoy your 
new‑found freedom. 

Settling down 
Mid-stage retirees (those 
aged 65–70) tend to spend 
less money and stay at home 
more. Health issues may start 
to slow them down, though 
good health and an active 
lifestyle are increasingly 
common well into your 70s. 

More 
care required
At this later point in the 
retirement timeline (the late 
70s and 80s) health issues 
become more important. 
Worries about money 
typically focus on the costs 
of medical treatments and 
professional aged care.

Stage Stage Stage 

1 2 3 

A better diagnosis
While it’s natural that health concerns become more of an issue in later retirement, the good news is that today’s retirees are likely to be healthier and 
more active for longer than any generation in history. Many enjoy very good health into the later years of life. 
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The importance of aged care planning
68% of women and 48% of men aged 65 will require at least one intensive aged care service at some time 
in their remaining life.1

What are the potential aged care costs for individuals?2

Full age pensioner Part age pensioner Self-funded retirement 

Home care Up to $3,135 pa Up to $8,135 pa 

($5,000 pa of which is limited to 
$60,000 lifetime limit4)

Up to $13,135 pa 

($10,000 pa of which is limited to $60,000 lifetime limit4)

Residential care $15,364 pa $59,599 pa and above

($25,000 pa of which is limited 
to $60,000 lifetime limit4)

$59,599 pa and above 

($25,000 pa of which is limited to $60,000 lifetime limit4)

Private care Approximately $270,000 pa 
This covers three round the clock clinical nurses  
(4.5 full-time equivalents at a salary of $60,000 pa)

1	 Source: Productivity Commission Report, Caring for older Australians, August 2011.

2	 Source: Department of Health and Ageing – Living Longer. Living Better 2013. (Indicative costs only at this stage as individual funding arrangements still to be confirmed).

3	 Source: Grant Thornton/RVA Retirement Living Survey, 2011.

4	 A lifetime limit is the cap or maximum level of benefit available through a policy.

When are you likely to enter aged care?3

–– Average age of people entering aged care is 74.7 years.

–– Average age of residents in aged care is 80.9 years.
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15%

3%
5%

7%
44%

6%

20%

When planning for 
retirement, people hold 
almost half their wealth 
in their home, but expect 
to fund only 5% of their 

retirement income 
through selling or 

downsizing.

Where do people planning for their 
retirement expect to source their 
income in retirement?

Super

Savings and investments outside of super

Government Age Pension

Rent from investment property

Sale of the family home/downsizing

Inheritance

Other

Where will your retirement income come from?
Only 10% of people over 40 have no financial concerns about retirement.1 Setting a realistic budget can 
help alleviate some of this stress and prepare you for your retirement lifestyle.

Super

Shares and  managed funds

Bank accounts

Home (excluding debt)

Other property (excluding debt)

27%

6%

3%

16%

48%

At retirement,
people have an average 
of $323,000 in financial 

assets, but ASFA 
recommends a lump sum 

of $510,000 for a 
comfortable retirement 

lifestyle.3

Where do Australians aged 55–64 
have their wealth?2

1	 Source: Investment Trends, Retirement Income Report, 2012.

2	 Source: Australian Bureau of Statistics, Household Wealth and Wealth Distribution, 2011–2012.

3	 Source: ASFA Retirement Standard, March quarter, 2014.

https://www.amp.com.au/wps/portal/au/AMPAUGeneralSplash?vigurl=%2Fvgn-ext-templating%2Fv%2Findex.jsp%3Fvgnextoid%3D1d36dc64dd203210VgnVCM1000001903400aRCRD
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Have you considered the impact of property on your retirement income?

The information on this page is from Australian statistics only.

1 	 Source: Roy Morgan Research, Single Source Survey, October 2013.

2 	 Source: ‘Here’s the shocking amount Australian Baby Boomers have underestimated their financial needs In retirement’, Business Insider Australia, November 2013.

3 	 Source: ABS Household Wealth Distribution 2011/12.

4	 Source: Estimate based on ABS Retirement and Retirement Intentions June 2013.

80% 

their home1 

of 55–64  
year olds 

own or are 
paying off 

Around Over
households  

earning of Australians 
going into 
retirement

or more own an 
investment property3 of their payouts  

to pay off

$100,000 
use all or part

of the wealth  
of over 55s  

is in  
residential 
property3 

65% 
will still  
have a 

at retirement2

mortgage 
mortgages 

and debt4

29% of 50–65s 1 3in 1/3 

See how your retirement income can be affected by moving house with the Home & Retirement Planner.

https://www.amp.com.au/calculators/property_calculators_20140610/homeandretirementplanner/
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The Age Pension and your entitlement
2.3 million Australians received a full or part-rate Age Pension through Centrelink, with 59% of these 
receiving a full-rate pension (2011–2012 financial year).1

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

Total Full pension Part pension

65–69 70–74 75–79 80–84 85+

1	 Source: Australian Institute of Health and Welfare, Australia’s Welfare, 2013.

% of Australians receiving pension (Aged care or DVA) as at June 20121
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The Age Pension and your entitlement

Assets

Income

No eligibility if 
income above:

 
Single: $1,880.40 
per fortnight

 
Couple: $2,877.60 
per fortnight

No eligibility if assets above: 
Single: $775,500  Couple: $1,151,500

The Age Pension 
eligibility criteria:
1.	Australian resident

2.	Age1

a.	Men 65 

b.	Women 64.5.

3.	Asset 2 and income tests.

1	 For both men and women born after June 30, 1952 the eligibility age will increase gradually to 67.

2	 The assets test thresholds shown are for homeowners only – there are separate assets test thresholds for non-homeowners.

3	 Eligibility as at 20 March 2015.

Effect of asset and income tests on your Age Pension rate3

Reduce by $1.50 for every  
$1,000 over asset limit of: 

Single $202,000

Couple $286,500

Full Pension (per fortnight): 

Single $860.20

Couple $1,296.80

Reduce by 50c for each dollar  
over income limit of: 

Single $160 per fortnight

Couple $284 per fortnight

Reduce by greater reduction 
of asset limit or income limitSee what 

Government 
entitlements 
you may be 
eligible for? 

https://portal.amp.com.au/calculators/AMPFPAdviserTools/
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Utility bills

Transport fares

Prescriptions and health checkups

Other Government benefits

Commonwealth Seniors Health Card Pensioner Concession Card 

Prescription medicines

Australian government funded  
medical services

Other government concessions
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Earning your income in retirement

1	 Eligibility and qualifying criteria applies.

When you  
stop working

Age Pension provides 
some income1

you stop  
getting a regular 

employment income 
for most it won’t be 
enough to live on

to earn an income 
in retirement

Now let your savings, 
investments and super

work for you
PAY
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Getting the balance right between income today and growth for tomorrow
How will you invest your savings to earn the income you’ll need now and for the life of your retirement?

Invest in assets  
that will earn you a 

reliable income

Invest in assets  
that will offer 
capital growth
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Preserve your spending power
It is important to consider keeping some exposure to growth assets in your retirement.

60% 30% 10%
from growth that 

occurs during  
your retirement

from growth of 
your savings before 

you retired

from money you  
saved during your 

working years

This is based on a portfolio of 35% equities/65% bonds, a 6% drawdown and an average 6% pa return.

Russell Investments’ 
60:30:10 Rule

The sources of your retirement 
income can look approximately 
like this:

Source: Russell Investments, The Russell 10/30/60 Retirement Rule, 2008.
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What is an account based pension? 
An account based pension (also known as an allocated pension) allows you to draw down on your 
super during retirement to receive a regular tax free income—it’s a bit like receiving a salary from your 
own savings.

Account based pension  
investment account

You

1. Invest a lump sum  
of your super

4. Draws down  
a regular income

2. Invest in

3. Growth and  
investment earnings

Investment: Shares, 
property, cash, etc

–– Tax benefits:
–– No tax on investment 
earnings

–– 15% tax offset if over 55 and 
under 60

–– No tax on income payments 
or lump sums from age 60

–– Access your money1 when 
you need it, you can also 
change how much you receive 
(subject to conditions)

–– Investment control (subject 
to conditions)

–– Any left over money goes to 
your estate unless you have 
a binding nomination to a 
dependant or an automatic 
reversion to your spouse

–– Investment volatility
–– Your pension may not last as 
long as you do

–– Minimum withdrawals 
required

Advantages1 Disadvantages

Source: ASIC's MoneySmart website, Account-based pensions, March 2015. 

1	 You may make extra withdrawals once a condition of release has been satisfied. Refer to the Product Disclosure Statement for a list of conditions.
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What is an annuity? 
An annuity is a financial product that guarantees a series of payments, for a set number of years or for life, 
in exchange for an upfront investment.

–– Guaranteed regular payments 
for a term or for life.

–– Potential inflation protection 
if an indexed annuity.

–– Tax benefits—no tax from 
age 60 if annuity purchased 
with super.

–– Not impacted by market 
volatility.

–– You may not be able to make 
lump-sum withdrawals.

–– Limited investment control.
–– Upon death, any left over 
may not go to your estate 
unless you have an automatic 
reversion to your spouse 
or death occurs within the 
guarantee period.

Advantages Disadvantages1. Upfront investment (can be super or  
normal savings outside of super)

2. Guaranteed regular payments for a  
set number of years or for life

You Annuity provider
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Contributing money to super
What are concessional and non-concessional contributions? What are the contributions limits? 

Concessional contributions1

Concessional contributions are taxed 15% on their way into super. Once 
they are in super, earnings on these contributions are taxed at only 15% 
(or 0% if in an account based or allocated pension).

Before tax contributions After tax contributions

Non-concessional contributions1

Non-concessional contributions are not taxed on their way into super as they 
are from earnings already subject to tax. Once they are in super, earnings on 
these contributions are taxed at only 15% (or 0% if in an account based or 
allocated pension).

Warning—exceeding these limits means higher tax on the excess concessional contributions.

1 	 As at 1 July 2014.

Limits apply

If 49 and under 	 If 50 or over 
$30,000 pa	 $35,000 pa

Standard limit

$180,000 pa (or $540,000 over 3 years if <65)
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Existing super TtR pension

10% capital gains tax

15% tax on earnings

No/Restricted 
access to capital

Personal and  
employer contributions

Access to capital  
capped at 10%

Income stream payments

No tax on earnings

No capital gains tax

Access to capital

A Transition to Retirement (TtR) strategy
Draw income from your super while making extra contributions into your super to boost your balance.1

What are your options?

or

or

Maintain income in a 
tax-effective way but 
reduce work hours

Boost your super 
investments through 
salary sacrifice

Access your super for 
extra income

1 	 TtR is only available once your client has reached their preservation age (currently 55 but rising to 60).
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The power of compound interest 
Investing early could make a huge difference to your savings balance.

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

0 21 3 4 5 6 7 8 9 10

Sa
vi

n
gs

 ($
)

Years

Account value A Account value B

Assumptions

–– 5% pa interest rate compounding monthly

–– income tax on earnings is paid directly, and not out of  
this investment

Person A
Save $500 per week for 10 years

Person B
Save $0 for first 5 years then save $1000 per week for the 
remaining 5 years

Conclusion: 
At the end of Year 10, person A had $336,000 (approximately) in 
savings whereas person B only had $295,000 (approximately) in 
savings, just from the benefit of compound interest.



Your income needs

Short term Medium term Long term
How this money will 
help you in retirement

Everyday essentials like food, housing 
costs, bills, health needs, transport 
and clothes.

Your short-term plans eg a holiday.

Typical time horizon is up to two years.

When you’re short of cash for everyday 
essentials. 

Your medium-term plans.

Typical time horizon is two to five years.

If you live longer than expected or have 
any unexpected needs in retirement. 

To help loved ones on a house deposit, 
school fees or leaving an inheritance.

Donations to your favourite charity.

Typical time horizon is more than 
five years.

Types of investments Very safe investments:
–– cash accounts
–– short term deposits.

Investments that pay a income that rises 
with the cost of living:

–– fixed income securities
–– shares paying higher dividend
–– managed funds with a focus 
on income.

Growth investments:
–– shares
–– property
–– managed funds with a focus on 
capital growth.

23

Budgeting for your retirement today and tomorrow 
A time-based bucketing strategy lets you invest your savings based on what you need over a 
given timeline.

See how a time-based bucketing strategy can help Christine and Robert plan their retirement
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Budgeting for your different needs in retirement 
A needs-based bucketing strategy lets you invest your savings based on what the different needs you’ll have 
in retirement.

Your income 
needs

Essential needs Cash reserves Lifestyle wants Your wishes  
and legacy

How this 
money will 
help you in 
retirement

Everyday essentials like food, 
housing costs, bills, health 
needs, transport and clothes.

Any unexpected costs or 
emergencies.

Long-awaited holiday, a home 
renovation or buying a new car.

To help loved ones on a house 
deposit, school fees or leaving 
an inheritance. 

You may also like to donate to 
your favourite charity.

Types of 
investments

Investments that provide 
predictable income that rises 
with the cost of living:

–– term deposits
–– fixed income securities
–– shares paying higher dividend 
–– managed funds with a focus 
on income

–– guaranteed income annuities.

Very safe investments:
–– cash accounts
–– short term deposits.

Investments that grow with a 
low chance of a major fall:

–– diversified managed funds

Growth investments
–– shares
–– property
–– managed funds with a focus 
on capital growth.

See how a needs-based bucketing strategy can help Jennifer and Peter plan their retirement
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Managing 
sequencing risk
You cannot control the sequence 
of returns, but you can protect 
against the effects of this risk by:

–– diversifying across asset 
classes

–– withdrawing from more 
stable assets in the short 
term

–– adjusting your asset 
allocation, and

–– adjusting your contribution 
rate.

Retirement risks – Sequencing

Sequencing risk is the pattern in which returns are realised by investors. The impacts of sequencing are shown 
by reversing the order of the annual returns. The results show two drastically different outcomes when pension 
withdrawals are taken into account.

0

500,000

1,000,000

1,500,000

2,000,000

2,500,000

3,000,000

3,500,000

1 2 4 53 6 7 9 108 11 12 14 1513 16 17 18 20 2119 22 24 2523

A
cc

ou
nt

 v
al

u
e 

($
)

Year

Account value A ($) Account value B ($)

Assumptions:
–– Pension withdrawals at the end 

of each year of $25,000 pa (with 
inflation of 3%).

–– Average return for both scenarios 
is 9% but the sequence of returns 
has been reversed.

Conclusion

At the end of Year 25, Account value B has $1,941,193 (approximately) in savings whereas Account value B ran out  
of money after 16 years.
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Source: AMP Capital Investors, Bloomberg, Factset, 2014.

Australian
Bonds

Cash

In
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a)

-80
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-40

-20

0

20

40

60

80

100

International 
Equities

(Unhedged)

Australian
Equities

Best 71%

11.5% 13.5% 10.5% 10.6% 8.9%

Best 67%

Best 50%

Best 25%
Best 18%

Average

Worst -27%

Worst -40%

Worst -54%

Worst -5% Worst 3%

Australian Listed 
Property Trusts

Retirement risks – Market

Managing Market risk
–– Consider diversifying your 

investments across a range 
of asset classes to suit your 
retirement income needs.

–– Consider investment 
protection.

Asset class returns over 30 years
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Estimated increase in prices between 2010 and 2040.

Litre of milk Movie ticket New small/
medium car

2010 $2.00 $14.00 $27,000

2020 $2.69 $18.81 $36,286

2030 $3.61 $25.69 $48,765

2040 $4.85 $33.98 $65,536

23% of people are spending more than they planned 
in retirement1

1	 Investment Trends, Retirement Income Report (Page 143), December 2012.

Retirement risks – Inflation

As an example, at a rate of inflation of 3% pa, prices would more than double in the next three decades.

Prices have gone up

Family related

I don't know/don’t keep track

(%)

Reasons spending more

0 10 20 30 40 50 60 70 80

Spend more on discretionary items

Managing inflation risk
–– Invest in assets where your earnings are more likely to outpace the 

rate of inflation.

–– Consider inflation-linked products.
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Retirement risks – Longevity

49% of Australians aged 40–64 expect to outlive their savings—they expect to spend 22 years in retirement but 
think their retirement savings will only last 9 years.1

Current age Gender Life expectancy 1-in-3  
probability

1-in-5  
probability

1-in-10 
probability

55 Male 83 88 91 94

Female 86 91 94 97

65 Male 84 88 91 95

Female 87 91 94 97

Based on the Australian Bureau of Statistics Life Tables 2010–2012.

Cost of living for a 90 year old is still almost as much as a 70 year old as increased expenditures on health and 
household services offset decreases in expenditure on transport and leisure.

Modest Comfortable

Single Couple Single Couple

70 year old2 $23,489 pa $33,784 pa $42,597 pa $58,326 pa

90 year old2 $22,670 pa $33,784 pa $37,875 pa $53,123 pa

Managing 
longevity risk

–– Consider investing in 
lifetime annuities or income 
guarantees.

1	 Source: Investment Trends, Retirement Income Report, 2012. The Investment Trends December 2012 Retirement Income Report is based on a survey of 7,158 Australians aged over 40. 

2	 Based on the ASFA Retirement Standard for Older Australians, September Quarter 2014. All figures assume the retiree(s) own their own home and are for expenditure by household.  
This can be greater than household income after income tax where there is a drawdown on capital over the period of retirement. Single calculations are based on female figures.

https://www.amp.com.au/calculators/how_long_to_live_calculator/how_long_to_live.htm
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0 100,000 200,000 300,000 400,000 500,000 600,000

Fully invested

Miss 20 best days

Miss 15 best days

Miss 10 best days

Miss 5 best days

Miss 25 best days

$488,121

$106,177

$349,992

$195,131

$145,066

$261,148

Investment amount ($)

Source: AMP Capital Investors Limited and Bloomberg. ASX All Ordinaries Index. Data from 4 January 1993 to 31 December 2012.

Initial $100,000 investment

Growth

In times of market volatility investors may become wary and consider heading towards safe havens, such as cash. 
The graph shows the impact that missing the best performing days in the share market can have on your return.

Retirement risks – Emotional

Managing 
emotional risk

–– Consider sticking to the plan 
so you don’t miss out on the 
best days.

–– Invest your savings based 
on your needs eg for the 
long term versus for the 
short term.
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Estate planning
Estate planning helps ensure your estate is distributed according to your wishes. It is also a good way to 
take stock of your assets, assess if they’re invested in the right places and properly protected.

45% of Australians don’t 
have a valid will
(NSW Trustee and Guardian – 2010.)

Involves four main areas

Creating a will

1
Establishing 
Powers of 
Attorney

2
Nominating who 
will receive your 
superannuation

3
Trusts/trustees

4

Estate planning considerations
–– The more complex your finances or family situation, the more important estate planning is

–– Is everything up to date? 

–– Tax implications for beneficiaries

–– How joint assets/accounts are held

40% of Australians 
experience family 
conflict due to lack of 
estate planning
(Roy Morgan Research – 2010.)



The Investment Trends December 2012 Retirement Income Report is based on a survey of 7,158 Australians aged over 40.

What you need to know

Any advice in this document is general in nature and is provided by AMP Life Limited ABN 84 079 300 379 (AMP Life). The advice does not take into account your personal 
objectives, financial situation or needs. Therefore, before acting on this advice, you should consider the appropriateness of this advice having regard to those matters and 
consider the Product Disclosure Statement before making a decision about the product.

AMP Life is part of the AMP group and can be contacted on 133 888. If you decide to purchase or vary a financial product, AMP Life and/or other companies within the AMP group 
will receive fees and other benefits, which will be a dollar amount or a percentage of either the premium you pay or the value of your investments. You can ask us for more details. 22
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When you stop working, you stop getting a regular employment income. The Age Pension provides some 
income for those that qualify, but for most it won’t be enough to live on. It’s now time to let your savings, 
investments and super work for you to make the income you’ll need in retirement.

Investing during your retirement is different to when you’re working. It’s no longer about saving for the distant future, but more 
about finding the right balance between:

 – investing your savings in a tax effective way to create a regular income to match your lifestyle, and

 – protecting and continuing to grow your savings to make sure you have enough money to last your retirement.

Why use a time based bucket strategy to plan your retirement?
During retirement, you’ll have a number of different things to pay for, and things you’d like to do over different time frames. One 
way to plan for this is using a time‑based bucket strategy where each pool or ‘bucket’ is invested depending on what you need 
the money for, or when. 

Time-based buckets strategy
This bucketing approach can help identify your different spending needs over various time frames during retirement, so you can 
invest your savings in a way to help meet those needs.

Bucket 1 – Short-term Bucket 2 – Medium-term Bucket 3 – Long-term

Typical timeframe is up to 2 years Typical timeframe is 2-5 years Typical timeframe is over 5 years

How the bucket 
can help you in 
retirement

Money to fund your lifestyle needs 
today. This includes money for 
everyday essentials like food, housing 
costs, bills, health needs, transport and 
clothes. You may also want to set some 
money aside to achieve your short‑
term retirement goals like taking that 
well‑deserved holiday. 

How much money you need depends 
on whether you would like a modest or 
comfortable lifestyle. 

As the money in bucket 1 is drawn, 
it needs to be topped up. Bucket 2 
produces income to do this. 

You may also have medium‑term goals 
you would like to achieve.

You may not know what your future 
needs are going to be, and you could 
live longer than you expect. 

Plus you may want to leave money to 
your family. 

Bucket 3 provides exposure to growth 
assets to refill buckets 1 and 2.

Investment 
strategy

Very safe investments that provide 
easy access to your money such as:

 – cash accounts

 – short term deposits.

 You won’t earn high returns, but it’s 
highly unlikely to suffer losses even 
when markets may be down.

A mix of investments that pay a decent 
income and take inflation into account, 
including:

 – fixed income securities

 – shares paying higher dividends

 – managed funds with a focus on 
income.

You should consider the balance 
between security of a stable income, 
and keeping some exposure to growth 
assets for your future needs.

Growth assets such as

 – shares

 – property.

They are designed to deliver strong 
growth over the long term to outpace 
inflation, albeit you may experience 
some short‑term variability.

These investments experience 
greater ups and downs, but you have 
a longer time frame to ride out any 
market swings.

How to make your money 
last in retirement
Time-based buckets

Back Next page



How Christine and Robert use bucketing 
At 65, Christine and Robert are about to retire with a combined savings in super of $500,000, and want to open an account‑based 
pension (ie an account that provides a regular income that is opened with money from super). Here’s what they decide with their 
financial adviser:

Bucket 1 – Short-term

Christine and Robert estimate their everyday living expenses are $50,000 per year. Of this, about $22,000 per year will come 
from the age pension, which leaves a gap of $28,000 per year. They choose to place $100,000 in bucket 1 in term deposits and 
a savings account. That money is expected to cover around 3.5 years’ worth of living expenses.

Bucket 2 – Medium-term

To top up bucket 1 when needed, Christine and Robert decide to keep $300,000 in bucket 2 and invest it in fixed‑income 
securities and shares that pay higher dividends, so it’s more likely to provide an income. If the expected income from this 
bucket is 5%, they’d expect to earn around $15,000 a year on average, along with whatever growth has been achieved.

Bucket 3 – Long-term

Christine and Robert place the remaining $100,000 in bucket 3 which has a strong growth focus, and invests in shares 
(including international), property and commodities. This bucket has an investment time frame greater than 10 years, so 
Christine and Robert can afford to ride out any market down swings. Chatting with their adviser, when investment returns 
are high they decide to top up buckets 1 and 2. This avoids crystallising any investment losses and increases the chances of 
their money lasting longer.
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Asset allocation for Christine and Robert's profile

Growth assets have the potential for longer term capital gains, but at a 
higher risk, especially over the shorter term eg shares and property        

Defensive assets generally have lower risk and offer lower returns over 
the longer term eg cash and fixed interest

Christine and Robert will continue to meet with their 
financial adviser on a yearly basis to review their portfolio. 
For example, they could discuss whether they need to set 
aside more money for their Short‑term needs.

Let your financial adviser help you own your retirement

This is just one example of a bucket strategy. You could prefer to choose different time horizons for your buckets, or maybe 
only two buckets, one for right now and another more long term to top it up. 

Make the most of your retirement—let your financial adviser help you work through your needs and goals to design the 
right investment approach for you.

Contact your financial adviser or AMP today on 131 267.
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What you need to know

This example is illustrative only and is not an estimate of the investment returns you will receive, or fees and costs you will incur. This example is 
based on the assumption that age pension entitlements are based on couple homeowners. No other assets or income have been factored into 
the calculation (eg lifestyle assets and/or any other investments). Rates used are valid as of 26 February 2015 and include maximum pension 
supplement and clean energy supplement.

Any advice in this flyer is general in nature and is provided by AMP Life Limited ABN 84 079 300 379 (AMP Life). The advice does not take into account 
your personal objectives, financial situation or needs. Therefore, before acting on this advice, you should consider the appropriateness of this advice 
having regard to those matters and consider the Product Disclosure Statement before making a decision about the product. AMP Life is part of the 
AMP group and can be contacted on 131 267 or askamp@amp.com.au. If you decide to purchase or vary a financial product, AMP Life and/or other 
companies within the AMP group will receive fees and other benefits, which will be a dollar amount or a percentage of either the premium you pay 
or the value of your investments. You can ask us for more details.
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When you stop working, you stop getting a regular employment income. The Age Pension provides some 
income for those that qualify, but for most it won’t be enough to live on. It’s now time to let your savings, 
investments and super work for you to make the income you’ll need in retirement.

Investing during your retirement is different to when you’re working. It’s no longer about saving for the distant future, but more 
about finding the right balance between:

 – Investing your savings in a tax effective way to create a regular income to match your lifestyle

 – Protecting and continuing to grow your savings to make sure you have enough money to last your retirement.

Why use a needs-based bucket strategy to plan your retirement?
During retirement, you’ll have a number of different things to pay for, and things you’d like to do over different time frames. One way 
to plan for this is using a needs‑based strategy where each pool or ‘bucket’ is invested depending on what you need the money for. 

Needs-based buckets strategy
This bucketing approach can help identify your different spending needs in retirement, so that you can invest your savings in a 
way to help meet those needs.

Bucket 1 –
Essential needs 

Bucket 2 – 
Cash reserve

Bucket 3 – 
Lifestyle wants

Bucket 4 –
Your wishes and legacy

For your everyday essentials Money for a rainy day For life’s extras To look after loved ones

How the bucket 
can help you in 
retirement

You’ll need to pay for 
everyday essentials like food, 
housing costs, bills, health 
needs, transport and clothes. 

How much you need 
depends on whether you 
would like a modest or 
comfortable lifestyle.

Any age pension you 
receive should help here.

You’ll need enough cash to 
deal with any unexpected 
costs or emergencies. 

You may also need to cover 
any shortfall in income 
needed for your everyday 
essentials.

You may want money 
towards life’s extras, like 
a long‑awaited holiday, a 
home renovation or buying 
a new car. 

You may want to help loved 
ones by contributing to 
a house deposit, paying 
for your grandchildren’s 
school fees or leaving an 
inheritance. 

You may also like to donate 
to your favourite charity.

Investment 
strategy

Investments that are likely 
to deliver predictable, 
regular income that rises 
with the cost of living. 
Examples include:

 – term deposits 

 – fixed income securities

 – shares paying higher 
dividends 

 – managed funds with a 
focus on income 

 – guaranteed‑type 
investments like 
annuities.

Very safe investments that 
provide easy access to your 
money such as:

 – cash accounts

 – short term deposits.

You won’t earn much 
money, but it’s highly 
unlikely to suffer losses 
even when markets may 
be down.

Diversified investments that 
aim to grow steadily over 
time with a low chance of 
a major fall in value. Any 
income should generally be 
reinvested, though you can 
withdraw this as when you 
need to. 

Growth investments such as:

 – shares

 – property.

They are designed to deliver 
strong growth over the 
long term albeit you may 
experience some short‑term 
variability.

How to make your money 
last in retirement
Needs-based buckets
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How Jennifer and Peter use bucketing 
At 65, Jennifer and Peter are about to retire with a combined savings in super of $500,000, and want to open an account‑based 
pension (ie an account that provides a regular income that is opened with money from super). Here’s what they decide with their 
financial adviser:

Bucket 1 – Essential needs

Jennifer and Peter estimate their everyday essential expenses 
are $50,000 per year. Of this, about $22,000 per year will come 
from the age pension, which leaves a gap of $28,000 per year. 
They choose to place $250,000 in bucket 1 in a managed fund 
with a focus on delivering a stable income.

If the expected income from this bucket is 5%, they’ll receive 
$12,500 per year, which means they will need to draw the 
remaining $15,500 gap from bucket 1. 

Bucket 3 – Lifestyle wants

Jennifer and Peter would like to spend $7,000 per year on 
life’s extras (for their travel, hobbies and eating out). They 
choose to place $100,000 into bucket 3 in a diversified 
investment portfolio, and expect these will deliver the 
$7,000 they want each year, but understand it could be 
higher or lower.

Bucket 2 – Cash reserve

Jennifer and Peter decide to keep $100,000 for bucket 2 in a 
cash account and short term deposits. They intend to draw on 
the money over the next five years for any unexpected costs 
or emergencies. Keeping this amount in cash involves giving 
up the option of earning higher returns, but they decide the 
security of having several years’ worth of expenses locked 
away is more important.

Bucket 4 – Your wishes and legacy

Jennifer and Peter hope to use the remaining $50,000 in 
their portfolio to help their grandchildren enter the property 
market in 20 years’ time. They allocate this $50,000 to shares 
with growth potential, hopeful that if historical rates of 
return are repeated over the next 20 years, they will have 
over $160,000 to give to the grandchildren.
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Asset allocation for Jennifer and Peter's profile

Growth assets have the potential for longer term capital gains, but at a 
higher risk, especially over the shorter term eg shares and property        

Defensive assets generally have lower risk and offer lower returns over 
the longer term eg cash and fixed interest

Jennifer and Peter will continue to meet with their financial 
adviser on a yearly basis to review their portfolio. For 
example, they could discuss whether they need to set aside 
more money for their essential needs.

Let your financial adviser help you own your retirement

This is just one example of a bucket strategy. You could prefer to have only two buckets, one for living expenses, the other to top it up. 
Or perhaps add individual buckets for specific goals like renovating your house or going on holiday. 

Make the most of your retirement—let your financial adviser help you work through your needs and goals to design the right 
investment approach for you.

Contact your financial adviser or AMP today on 131 267.

What you need to know

This example is illustrative only and is not an estimate of the investment returns you will receive or fees and costs you will incur. This example is 
based on the following assumptions:

–  Age pension entitlements are based on couple homeowners. No other assets or income have been factored into the calculation (eg lifestyle assets 
and/or other investments). Rates used are valid as of 26 February 2015 and include maximum pension supplement and clean energy supplement.

–  The shares in bucket 4 have been projected at an expected earnings rate of 6% (inflation‑adjusted) for 20 years. 

Any advice in this flyer is general in nature and is provided by AMP Life Limited ABN 84 079 300 379 (AMP Life). The advice does not take into account 
your personal objectives, financial situation or needs. Therefore, before acting on this advice, you should consider the appropriateness of this advice 
having regard to those matters and consider the Product Disclosure Statement before making a decision about the product. AMP Life is part of the 
AMP group and can be contacted on 131 267 or askamp@amp.com.au. If you decide to purchase or vary a financial product, AMP Life and/or other 
companies within the AMP group will receive fees and other benefits, which will be a dollar amount or a percentage of either the premium you pay 
or the value of your investments. You can ask us for more details. 24
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