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Yes, You Can Retire


Planning for a Comfortable and Happy Old Age


Beating the Retirement Crisis: the Importance of Starting Young


 


One change I’ve noticed among people and the government in the UK in recent years is a growing awareness of the need to plan for retirement. That’s all to the good because more and more of us are living longer, more active lives.


Like most of the rest of the developed world, Britain faces a future crisis in caring for its elderly citizens. As the ratio of younger workers to older pensioners is gradually declining, it’s becoming harder and harder for government payments to stretch sufficiently to support our retirees. This is only set to become worse in the years and decades to come.


At the same time, thanks to improved medical care, most of us can look forward to longer lives in retirement than our parents or grandparents enjoyed. Not so long ago, relatively few people lived much past the retirement age of sixty-five. Today, it is not unusual to see quite fit and active individuals in their eighties and beyond.


Also, our standards and expectations have increased as well. You and I would probably define a ‘comfortable retirement’ in far grander terms than our counterparts a generation or two ago. We take for granted opportunities for travel, entertainment and other leisure activities that our grandparents considered rare luxuries. Factor in the higher standards of food, clothing, housing and medical care that we enjoy and you can see that supporting tomorrow’s retirees in the style to which they’ve become accustomed will be no simple task.


So, retirement is now both a personal and a social responsibility. For you as an individual, the key is to start thinking about retirement as soon as possible. The earlier you start saving and investing for retirement, the less it will cost and the easier it will be.


Sadly, there are many reasons young people (as well as those who are somewhat older) tend to brush aside thoughts of retirement planning. There’s the age-old truth that the young simply find it hard to imagine being old. In response to that, all I can say is: if you’re lucky, getting old will happen – and it will happen sooner than you think. As Stephen Sondheim wrote succinctly in the lyrics to his musical A Little Night Music: ‘It’s a very short road from the pinch and the punch, to the paunch and the pouch and the pension.’


Then there’s the siren song of what I call ‘fake fatalism’: ‘What if I die early? Then all my scrimping and saving will have been for nothing.’ This sounds tough-minded and realistic but actually it’s silly. In the first place, most people today are living longer than their parents, not dying early. And anyway, so what if you die young? Do you really think that, in the afterlife, you’ll be fretting over how you managed your personal finances? The chances are good that you’ll have more important things to think about – no matter which set of gates you pass through! The dead don’t have regrets but many of the living do.


A dose of reality may help you to focus on the benefits of beginning a retirement savings programme now rather than later. Let’s start with a simple rule of thumb … 
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Here’s a handy rule for quickly estimating the amount you should be saving for your retirement. Take the age at which you plan to start saving and divide it by two. The result is the percentage of your income that you ought to be saving. Today the majority of retirement programmes allow you to contribute money to a retirement or pension plan from pre-tax income. So, if you’re currently thirty years old and plan to launch a retirement savings plan this year, you ought to invest 15 per cent (30 ÷ 2) of your income towards retirement. If you’re already forty-five and haven’t begun saving for retirement until now, you have to set aside 22.5 per cent (45 ÷ 2) of your income each year. Obviously, the younger you start, the smaller the percentage; the longer you wait, the tougher the task becomes.
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