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Michael Hutton, HLB
Mann Judd: Clients are
making a gradual move
towards retirement,
cutting down the
number of hours or
days at work but
staying employed.

may change, although he does like retirees to
hold a cash reserve.
"I really like the sleep-at-night factor of
having a couple of years' pension payments in
the bank ready to go so that a significant
downturn can be ridden out without having
to sell assets," he says.
David Kennedy, principal of Hillrosslicensed Pacific Advisory, spends a lot of time
with clients who are about to retire, helping
them decide how much income they will need
each year. "It's a really difficult thing." he says.
"You get rules of thumb that say allow about
two-thirds of what you take home from fulltime work. It's important to be a bit more
granular and go through the household
budget and try to arrive at what is a realistic
annual fixed living cost, and the client participates in building that with us." ·

The budget should account for one-off
expenditure, such as travel, upgrading the
car, renovating the house, and helping out
children and grandchildren.
The figure that process comes up with is
used in retirement projections and, being a
concrete and considered amount. gives
retirees greater certainty about what they
will need for the future.
The conversation is different for each
client but Kennedy asks people what they
would like their retirement to "look like".
Like Hutton. he has seen a trend for
people in their 60s to cease full-time work to
take on consulting roles or move into small
business rather than abandon employment
altogether.
He sees it as his role to give his clients
comfort that they have the capital reserves to

generate the income they need to achieve the
sort of lifestyle they want in retirement or to
reset their expectations if their goals are
unrealistic.
Hewison Private Wealth director and
private client adviser Chris Morcom goes
through a similar exercise with clients. "We
don't necessarily look at it as risk tolerance as
the defining issue." Morcom says.
'We say, well how much money do you
need and then we look to design an investment strategy to provide that cash flow.
"But we also tick off on the boxes of being
able to provide enough growth to offset
inflation, having due consideration to the
funding of aged care costs in the future and
also talking to the clients about the next
generation and what their wishes are in
relation to their estate."
Morcom deals with rich clients, many of
whpm have ample retirement savings to last
through their lives.
"Sometimes we're not just investing for
that generation but for the subsequent generations and so we have to think about what
that means in terms of the asset mix within
the super fund," he says.
Clients may have high investment
incomes from assets held outside super so it
might be more tax effective to keep the
investments within the super fund (where
earnings on assets in the accumulation phase
are taxed at 15 per cent) for longer and spend
money held in other structures such as a
family trust first.
Clients should start to make decisions
about their future income sources about five
years out from retirement says Mark
Minchin, founding director of Minchin
Moore Private Wealth. which is licensed by
Securitor.
"It's important for the person to have a
bit of a road map of this is where I am now,
this is what needs to happen over the next
five years or so and this is how it's likely to
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