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Maximising your income in retirement
On average, Australians spend around 25 years in retirement. That's more than half the time many of us 
spend in the workforce. While many people can tell you what type of lifestyle they want in retirement, 
they may not know if they have enough money to achieve this lifestyle or how long their money will last.

Having a modest or comfortable retirement will depend not 
only on your day-to-day expenses but also on the activities  
or travel plans you might want to undertake and where you 
want to live.

If you are seeking a comfortable retirement, a recent survey* 
stated that a single person will have an annual shortfall of 
$22,299.16 after the full age pension is taken into account  
(as shown in the following table). For couples, this increases 
to $28,115.88, which means retirees need to fund the shortfall 
from private and superannuation savings.

Table 1 – A modest or comfortable retirement*

  Modest  
(per week)

Comfortable  
(per week)

Singles $414 $764

Full age 
pension

$335.45 $335.45

Shortfall $78.55 or $4,084.60 pa $428.83 or $22,299.16 pa

Couples $599.56 $1,046.39

Full age 
pension

$505.70 $505.70

Shortfall $93.86 or $4,880.72 pa $540.69 or $28,115.88 pa

* 	� Source: Westpac-ASFA 2010, December Quarter 2010 and age pension rates 
as at March quarter 2011. 

Maximising your income in retirement
The following are five areas that you need to consider to help 
maximise your income in retirement. 

1. How much capital do you need in retirement?

The answer depends upon: 

•	 your personal circumstances 

•	 your desired level of income (including standard of living) 

•	 how long you think you will live. 

At present, the average standard wage1 is $66,976 and 
commonly, people retire on 65 per cent of their pre-retirement 
income. Based on this, the average Australian will need  
$43,535 pa in retirement. As an example, Mark is single and 
aged 60. How much capital will he need in retirement? The 
answer is $482,0002 based on his life expectancy of 22.7 years.  

If Mark’s annual living expenses increased, for whatever reason, 
by $6,000 to $49,500 pa, his capital will run out after just  
17 years instead of the planned 22.7 years (as shown in  
graph 1). That will leave him with only the age pension income 
to live on for the remaining 5.7 years. 

1	� Average Weekly Earnings, Australia, February 2011 taking 
into account both males and females. 

2	 Assuming an earning rate of seven per cent (after fees).
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How long would your money last? Different levels of living expenses. 
Graph 1

Assumptions
•	 Male aged 60 and life expectancy of 22.7 years
•	 Investment return of seven per cent pa (after fees).

•	 Standard wage $66,976 pa
•	 Capital of $482,000

•	 $43,500 pa living expenses
•	 Ignores age pension entitlements

2. How long will you live in retirement?

No one really knows the answer to this question. However, 
the Government has statistics to help provide us with a guide 
which can be found in the Australian Bureau of Statistics’ 
website www.abs.gov.au 

In the case of Mark, his life expectancy may be 22.7 years 
when he retires at the age of 60, but as he gets older, the life 
expectancy does not reduce in parallel with each year. In fact, 
when he turns 65, his life expectancy will be 18.54 not 17.7 
(22.7 years – 5 years).

Females live longer than their male counterparts and their 
life expectancies are much higher. For example, a 60 year old 
female has a life expectancy of 26 years.  

As a rule of thumb, it is important to plan for longer than your 
life expectancy. Medical advancements and increases in living 
standards mean that you might well outlive the life expectancy 
indications. 

3. How will your investment strategy impact 
your retirement?

An integral part of maximising your income during retirement 
will be your investment strategy. This could include investing 
into asset classes such as fixed interest, property, Australian 
shares and international shares. It is essential to have an 
investment strategy which combines the different asset classes 
and takes into consideration your tolerance to risk.

Investing only in cash or fixed interest could mean your desired 
income during retirement may not be possible due to lower 
long-term investment returns in comparison to Australian 
shares. Investing in growth assets (shares and property), on 
the other hand, involves greater risk but could mean higher 
returns which will fund a higher income in retirement. It is 
important to bear in mind that the share market could produce 
a negative return.

RI
SK

RETURN

Cash

Fixed Interest

Property
Australian Shares

International Shares

Capital 
Stable

Balanced

$500,000

$425,000

$350,000

$275,000

$200,000

$125,000

$50,000

-$25,000

$43,500
$45,500
$47,500
$49,500

1	 2	 3	 4	 5	 6	 7	 8	 9	 10	 11	 12	 13	 14	 15	 16	 17	 18	 19	 20	 21	 22
 



3

IOOF | Maximising your income in retirement

4. The longevity of your capital will depend on 
your investment returns

If we revisit the example of Mark, the higher the investment 
return, the longer his capital will last during retirement. This is 
evident in the following graph which demonstrates different 
levels of investment returns. Achieving an investment return 
above seven per cent per annum means his capital will last 
past his life expectancy of 22.7 years.

This might sound good but having an appropriate investment 
strategy with an acceptable level of risk combined with 
defensive assets (such as cash or fixed interest) is essential. 
Seeking advice from a financial adviser will assist you with your 
investment strategy whilst maximising your income during 
retirement. 

5. What sources of income will be available?

Your sources of income during retirement can come from 
your private savings (such as shares or bank accounts), 
superannuation savings as a regular income stream and the 
age pension. 

Relying solely on the age pension will provide you with a 
very modest lifestyle in retirement. To achieve a comfortable 
lifestyle, you will need an appropriate level of private and 
superannuation savings to supplement the age pension. 
The structure of your savings is critical, as it can impact your 
eligibility for the age pension.

Speak to your financial adviser about how to maximise both 
your savings and your entitlement to the age pension; and to 
achieve a comfortable standard of living during retirement. 

Assumptions
•	 Male aged 60 and life expectancy of 22.7 years
•	 Investment return of seven per cent pa

•	 Standard wage $66,976 pa
•	 Capital of $482,000

•	 $43,500 pa living expenses
•	 Ignores age pension entitlements

How long would your money last? Different levels of investment returns. 
Graph 2
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This document has been issued by IOOF Investment Management Limited (“IOOF”) ABN 53 006 695 021, AFSL No. 230524. IOOF is a company in the IOOF Group which consists 
of IOOF Holdings Ltd (ABN 49 100 103 722) and its related bodies corporate and is not a registered tax agent. The information contained in this document is of a general nature 
only. The information is not intended to be a substitute for specific investment and/or taxation advice and does not take into account your objectives, financial situation and 
needs. IOOF recommends that you seek advice from a licensed and qualified financial adviser and/or tax agent before an investment decision is made. A Product Disclosure 
Statement should be considered when deciding whether to acquire, or to continue to hold an investment in a financial product. IOOF, its officers, employees, directors and 
agents believe that the information in this document is correct at the time of compilation, but no warranty of accuracy or reliability is given. PL
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Phone us on 1800 062 963, email clientservices@ioof.com.au or visit our website www.ioof.com.au


