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Will your income be enough to ensure the stand-

ard of living you want in retirement? �is is a key 

question, and clarity comes from budget plan-

ning, and comparing your future income sources 

and expenses. Of course, planning alone cannot 

replace a lack of funds.

Planning makes you aware of your expenses and 

allows you to consider your priorities and fine-

tune your spending decisions. Budget planning 

provides security by giving you a picture of your 

monthly income and outgoings in retirement.

Why is budgeting 

so important?

Budgeting for a worry-free 
retirement

Taking budgeting seriously is the cornerstone of 

ensuring a comfortable retirement without unex-

pected �nancial surprises. Once you know how 

much income you will need each month, you can 

start to make other important decisions about 

your �nances.

A worry-free 

retirement 

If you are drawing up a budget for the �rst time, 

you must �rst get used to tracking your expenses 

regularly. It often makes sense to keep both a 

monthly and annual budget sheet in parallel. On 

pages 3 and 4 you will �nd a template to use for 

your personal budget. 

�e �rst step is to note your current expenditure. 

From there you can start to think about how your 

spending patterns may change in retirement. Ex-

perience shows that some expenses will decrease, 

while others increase. Work-related costs such as 

commuting, suits, and eating out with colleagues 

are likely to decline, or even disappear.

Insurance premiums generally decrease. Endow-

ment life policies have matured, and income pro-

Spending changes 

in retirement

Average UK household ‘shopping basket’

Average household spending according to the Consumer Prices Index including owner occupiers’ housing costs (CPIH), 2023 weights

Food, beverages, tobacco 13.1%

Recreation & culture 11.2%

Transport 11.1%

4.1% Education & health

4.8% Clothing, shoes

30.3% Housing, energy, water

5.6% Furniture & household items

Other goods & services 8.6% 11.2% Restaurants & hotels 

Source: Office for National Statistics 

Factsheet

tection insurance is no longer necessary. Private 
health insurance, on the other hand, is likely to 
become more expensive with age. Even after re-
tirement, taxes may remain a significant expendi-
ture item, but overall taxes are likely to decline.

After retirement there is more time to enjoy 
your-self. Spending on holidays, hobbies and 
other lei-sure activities often increases in the early 
years of retirement. For many retirees, health 
issues also give rise to additional costs. 

Among the largest expense items are the costs of 
housing, taxes and insurance. Together they ac-
count for around half of all expenses for many 
households. You should therefore pay extra 
attention to these larger items.

If you have extra income beyond your immediate 
needs, you can explore longer-term investments 
offering you potential returns. This also helps 
you make decisions regarding taking a tax-free 
lump sum, or perhaps considering purchasing an 
annuity to provide a guaranteed income.
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Living costs
Consider whether your current home will also 

suit your needs after you retire. �is could be a 

good time to reconsider your options. 

You may need less space if your family has grown 

up. A smaller home is likely to be less expensive 

and less work to maintain. Or perhaps you can 

now a�ord a second holiday home in the UK or 

abroad. Remember that your home must meet 

your future needs, so that you can live there com-

fortably, even if you are no longer as mobile as 

you are today.

Taxes
Retirement sets your taxes on a new course, so 

tax planning is particularly important in the 

lead up. If you are planning your income – and 

aware of your allowances – as you approach 

retirement, you will be able to save taxes 

every year. This is also a good time to reassess 

any mortgages and whether your assets are 

optimally invested to minimise taxes.

Health insurance

Escalating healthcare costs are a concern as people 

get older, and this is likely to be re�ected in insur-

ance premiums. We recommend a comparison of 

your current premiums and an analysis of your 

latest coverage needs. 

Some bene�ts may become less important in re-

tirement, while others can become more valuable 

to you. Consider increasing your deductibles and 

exploring other options to reduce your premiums. 

Other insurance needs

Check your policies for costs and bene�ts as there 

is often room for making adjustments. It is best to 

review your overall insurance needs to ensure that 

you are neither over-insured nor under-insured. 

�en check whether you have chosen the best 

provider and the best products to meet your cur-

rent needs. You may �nd that there are some 

small risks that may not justify the costs of insur-

ing them.

Potential saving 

opportunities

1. Collect receipts for all your expenses for

the current month.

2. Record all regular expenses such as rent,

insurance, utilities, food, hobbies, petrol,

and public transportation.

3. Record expenses that occur quarterly, semi- 

annually or annually, e.g. car maintenance,

insurance premiums, taxes or holidays.

4. Distribute larger bills (e.g. insurance, taxes)

on a monthly basis across the year.

5. Plan a reserve, for example for medical

expenses, repairs, or moving costs.

6. Consider which expenses you can do

without in case of emergency situations,

e.g. clothes, holidays, hobbies.

7. Highlight the expenses where you see

opportunities for potential savings (whether

large or small).

8. Record your regular income such as

pensions, earnings, and income from

investments and property.

9. Compare your total income to your total

outgoings to see if you can make regular

additions to your investments, or whether

you are gradually eroding your capital.

10. Calculate how long your assets will last

with your current budget. Be sure to take

account of in�ation on your expenses in

the future.

10 tips for your  

retirement budget

E�ective retirement planning sets you up for the 

next stages of your life. �ere are important deci-

sions to get right, and it is always good to plan 

early. Speak to a Lumin expert for professional 

and independent advice around State and private 

pensions, ISAs and investments, inheritance and 

tax planning, and �nancial protection for yourself 

and your family. A holistic plan provides an over-

all strategy to coordinate your decisions, balance 

your priorities, and achieve your goals.

Lumin retirement 

planning
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Expenses

Budget sheet of

Housing

- Mortgage interest /rent

- Incidental expenses

(gas, electricity, water)

- Maintenance /repairs

- Telephone, broadband, TV

Taxes/NIC

- Income tax

- National Insurance

Insurance

- Life insurance, accident /sickness

- Private medical insurance

- Car (incl. taxes)

- Building / building content

- Other (e.g. travel, personal liability)

Health

- Dentist

- Optician

- Personal hygiene /cosmetics

- Other

Household

- Food, beverages

- Meals away from home

- Clothes, footwear

- Newspapers, magazines

- Other (e.g. pets)

Transportation

- Public transport

- Car (fuel, maintenance)

Leisure

- Hobbies

- Culture and experiences

- Books /education

- Holidays

Miscellaneous

- Membership fees

- Gifts and donations

- Provisions for purchases

(car, furniture)

- Alimony

- Other expenses

Total expenses 

Current /month Current /year After retirement /year
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Employment income 

State Pension 

Scheme pension(s) 

Private life annuity(s) 

Interest /dividend income (net) 

Rental income 

Other income 

Total income 

Total income (carried forward) 

Total expenses (carried forward) 

Deficit /surplus 

Income Current /month Current /year After retirement /year

Deficit /surplus

Lumin is a leading independent financial advice 
firm headquartered in St Albans, with particular 

reach across London and the South East. We offer 

trusted and professional advice on pensions and 

retirement, investments, inheritance and tax 

planning, financial protection for individuals and 

businesses, and mort-gages. Lumin’s financial 

plans are geared toward growing, or protecting,

wealth by optimising our clients’ income, 

assets, tax burden and financial  security. What 

ever your financial ambitions, you can count on 

our expertise to provide peace of mind. We are 

backed by VZ Group, the leading independ-ent 

financial services provider in Switzerland.

Financial advice made easy: Scan the 
QR code to arrange a complimentary  
meeting over a co�ee.

In expert hands 

with Lumin

This document is for general information only. It does not constitute advice or (by itself), a basis for any financial decision. You should only make such decisions based on your individual 
circumstances and, we recommend, with advice from a suitably qualified and regulated financial adviser. Whilst we endeavour to be accurate, Lumin Wealth does not accept responsibility for  
any inaccuracies in this document or for any loss that may result from reliance on it, but this disclaimer does not affect our responsibilities or your rights under the Financial Services and  
Markets Act 2000. Any financial projections in this document are provided for illustrative purposes only and should not be regarded as predictions. Past performance is not a guide to future  
returns. The value of investments may fall as well as rise and you may get back less than you invested. Tax treatment depends on your individual circumstances and rules may change.  
Lumin Wealth Limited is authorised and regulated by the Financial Conduct Authority, or FCA, (under registration number 775068). It is a limited company registered in England and Wales  
under company number 03381115. Copyright: No part of this publication may be reproduced or transmitted in any form without the prior permission of Lumin Wealth. The FCA does  
not regulate tax and estate planning.

Lumin VZ, St Albans
2nd Floor
4 Beaconsfield Road
St Albans
AL1 3RD 

Lumin VZ , London
3rd Floor
65 Carter Lane
London
EC4V 5DY

Branch Offices:
• Beaconsfield
• Reading
• Bishop's Stortford
• Poole
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