
A key element of a robust Centralised Retirement Proposition not available in a typical Centralised 
Investment Proposition will be the adviser’s beliefs and recommendations around how withdrawals 
should be structured to provide the client with their retirement income. 

There are typically three strategic approaches an adviser can recommend to his clients 
when it comes to how they can consume their personal retirement cake, which we will 
touch on below. First, it’s important to recognise that whatever the adviser believes 
will work best, the sustainability of the client’s required withdrawals should always be 
identified and documented as part of the initial and ongoing suitability process, as 
clients typically underestimate their longevity and, therefore, how long their retirement 
might last. Recent research by SIPP provider AJ Bell showed that half of their existing 
drawdown clients aged between 55-59 that took part in their survey expected their 
retirement to last 20 years or less; and in the same age group 57% were withdrawing 
more than 10% of their fund each year…..ouch!

So, back to the different ways of consuming the retirement cake. 

The first approach is to cut the cake into vertical slices and eat some slices first 
whilst earmarking other slices for future consumption. This is often referred to as the 
‘bucketing’ approach, where the funds to be consumed in the near term (up to 5 years) 
are typically invested in cash, the medium term consumption (5 – 10 years) is invested 
in fixed income assets, while the remaining, longer term consumption needs (10 years 
+) are invested in more equity based assets.

The next approach is to cut the cake in to horizontal slices linked to some form of 
retirement spending hierarchy and to use different assets to match differing liabilities. 
This ‘asset/liability modelling’ approach will often see annuities considered to match a 
client’s essential spending requirements, with other asset classes used to match against 
discretionary spending and legacy provision.

HOW DO YOU EAT YOUR RETIREMENT CAKE?



Quilter Cheviot are not Financial Advisers and purely look after the investments 
within a portfolio. For information relating to pensions, please speak with your 
Financial Adviser. Investors should remember that the value of investments, and 
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The third approach is just to get your fork and dive straight in, or in other words, you 
hold an overall portfolio and you encash equally across all the funds or assets that 
make up the portfolio to provide the regular income. 

There is of course, a fourth way, which is try and not eat the cake at all, in other 
words to try and live purely off the natural yield generated from the assets and avoid 
encashing capital/units as far as possible.

Every adviser will have differing views and beliefs around which approach delivers the 
best outcome. Although there is no right or wrong answer, some approaches have a 
stronger statistical evidence base than others, which could prove financially important 
over time.

Whatever the approach used, as this advice aspect is very specific to the decumulation 
journey, it is hopefully a good example of why and how a CIP and a CRP differ.
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We at Quilter Cheviot know that no two pensions schemes are the same. This is why we develop a bespoke 
investment plan for each fund, or can manage part of a fund to a set mandate. If you would like to know more, 
please contact your Regional Development Manager who would be more than happy to go through this with you.
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