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Retirement

Retirement might feel far away, but the decisions
you make now decide how comfortable it will be later.




Retirement Plans

Learn how retirement plans work, who needs them, and the right time to

invest for lasting financial security.

Planning for retirement is one of the most important financial decisions you will ever
make. Yet, it is also one of the most misunderstood and often delayed aspects of
personal finance. In this guide, we’ll demystify retirement planning, break down the
various types of retirement plans, and provide you with a practical checklist to make
informed and confident decisions.

What is a Retirement Plan & Why It’s Often Misunderstood

A retirement plan is a financial product designed to provide a steady income and
security when your regular earnings stop. It ensures that even as your income
reduces or ceases after retirement, your expenses, such as healthcare, lifestyle, and
family commitments, continue to be met. With life expectancy in India rising from 62
years in 2000 to nearly 70 years today (WHO), many individuals may spend 20-25
years or more in retirement, making a dedicated plan essential.

The misunderstanding arises because retirement plans are often seen as distant or
unnecessary. Many assume that pensions, savings, or government schemes will be
sufficient. However, inflation and rising healthcare costs can quickly erode such
resources. For instance, if your monthly expenses are 50,000 today, in 20 years, at
an average inflation rate of 6%, you will need nearly 1.6 lakh per month to maintain
the same standard of living.

Hence, retirement is not about stopping work but about ensuring financial
independence when work is optional.




Common Misconceptions Around Retirement Plans

Despite being crucial, retirement planning is often clouded by myths. Let’s bust a few:

“l can start later”
f 1 \ The later you start, the more you need to save. Starting at 30 requires less than half

the contribution compared to starting at 40 for the same retirement corpus. Delaying
w means compounding works against you, making it harder to catch up without

significantly higher investments.

While family support is valuable, rising costs and changing lifestyles make
\'/ self-reliance essential. A retirement plan ensures you remain financially independent
without becoming a burden on loved ones.

(T\ “I’ll live on my savings”
3 Traditional savings accounts may not keep pace with inflation. A structured retirement

plan combines growth with security. It allows you to invest in instruments that outpace
inflation while also offering stable post-retirementincome.

r\ “Retirement plans lock up money unnecessarily.”

4 Most plans offer flexibility through partial withdrawals, systematic withdrawals, and
annuities that adapt to your needs. This means you can customise cash flows based
on changing life stages or emergencies.



The 3 Phases of Retirement Planning

Retirement planning is a journey that unfolds over several decades. Your financial
strategy should evolve with your age, income, and responsibilities. Broadly, the
process can be divided into three distinct phases.

1. Accumulation Phase

2. Transition Phase

3. Distribution Phase

1. Accumulation Phase (Working Years: 20s to 50s)

The accumulation phase is the longest and perhaps the most important stage of
retirement planning. This is when you are actively earning and building wealth. The
main focus during these years is to consistently set aside a portion of your income
and invest it wisely so that it grows over time. Starting early gives you the benefit of
compounding, which allows even modest contributions to build into a significant
corpus over decades. As your income rises, it is important to increase the size of your
contributions and develop a habit of disciplined investing.




Insurance-based retirement plans play a key role at this stage, as they combine
protection with disciplined saving and can ensure that your family remains financially
secure even if something happens to you before retirement. The overall goal in this
phase is to grow your retirement fund aggressively, while also laying the groundwork
for financial security through diversified and protection-oriented products.

2. Transition Phase (Pre-Retirement: 50s to 60s)

The transition phase begins as you approach retirement and your working years start
to wind down. At this stage, the focus shifts from wealth creation to wealth protection.
You may have already accumulated a sizable corpus, but now the priority is to
safeguard it against unnecessary risks. It is a good time to review healthcare
coverage and clear any major debts, since financial obligations can be more difficult
to manage once a regular salary stops.

Instruments that offer a balance of stability and moderate returns become more
relevant during this phase. This stage is about ensuring that when you finally retire,
you step into it with confidence, knowing your savings are preserved and positioned
for the next chapter.



3. Distribution Phase (Post-Retirement: 60s and beyond)

The distribution phase begins once you retire and stop relying on a salary for
income. The focus now shifts entirely to creating a steady stream of cash flow from
the wealth you have accumulated. This is the time when your retirement savings
must translate into a monthly income that covers household expenses, medical
costs, and lifestyle needs. Because you are no longer earning, the priority is not to
grow the corpus aggressively but to ensure it lasts as long as you do.
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Instruments that provide stability and predictable payouts become essential. Options
such as annuities, Systematic Withdrawal Plans (SWPs), monthly income schemes,
and guaranteed income products are often used to generate regular income. It is
also wise to diversify income sources so that you are not entirely dependent on a
single product. The goal in this stage is financial independence, living comfortably
and with dignity, without worrying that your money will run out too soon.



Who Needs Retirement Plans and When?

Retirement planning is not one-size-fits-all. Your age and life stage determine your
the best plan suited for your needs.
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In Your 20s

Your 20s are the best time to begin retirement planning. With a
long investment horizon, even small monthly contributions can
grow significantly through compounding. For instance,
investing ¥5,000 per month at 10% can build a sizeable corpus
over time. With fewer financial responsibilities, you can afford
to take higher exposure to equity-based options like NPS,
ULIPs, or retirement-focusedinsurance plans. The focus at this
stage should be on building a consistent saving habit rather
than investing large amounts.

In your 30s, growing responsibilities such as family and home
loans often compete with retirement savings. However,
delaying retirement planning at this stage can create gaps later.
A balanced strategy works best: continue equity investments
for growth while adding stable options such as PPF or EPF.
Gradually increasing contributions as your income grows helps
you stay on track without feeling the pinch.



In Your 40s

Your 40s are typically marked by peak earning years and rising
expenses, including children’s education and healthcare.
Retirement should now become a priority. If your savings are
lagging, now is the time to increase your contributions.
Consider options like deferred annuities, guaranteed income
plans, or pension-linked insurance to balance stability with
long-term income security.

In Your 50s

When you enter your 50s, retirement is no longer a distant
milestone; it is right around the corner. The focus now shifts
from aggressive wealth creation to capital preservation.
Reducing exposure to volatile assets and moving toward safer
instruments such as debt funds, annuities, or fixed deposits is
important. Reviewing your health insurance and opting for
products with predictable returns can help stabilise your
retirement plan. The goal is to ensure your corpus is not
exposed to unnecessary risk while still generating predictable
income.

After 60, the accumulation journey essentially ends, and you
move into the distribution or income phase. Your focus should
now be on maintaining a steady cash flow to cover daily
expenses and healthcare needs without depleting your corpus
too quickly. Retirement products like Systematic Withdrawal
Plans (SWPs), monthly income schemes, or lifetime annuities
become critical tools. Diversifying income sources, such as
combining annuities with interest from debt funds or dividends
from conservative equity funds, can create a more resilient
financial plan.



How Much Cover Do You Really Need?

A retirement corpus depends on lifestyle, inflation, and expected lifespan. A simple

thumb rule is the “25x Rule™

« Estimate your annual expenses in today’s terms
«  Multiply by 25 to arrive at your required corpus

Example:

If annual expenses are 312 lakh today, the corpus

needed is 3 crore (X12 lakh x 25).

Adjust for inflation: In 20 years, those expenses may double or
triple in value. Online retirement calculators from insurers or
financial portals can provide more precise estimates.

Common Mistakes People Make When Buying Retirement Plans

Starting Too Late: Losing out on
compounding benefits

The later you begin, the more aggressively
you’ll need to save, often straining your
finances in later years. Early planning
reduces this burden.

Ignoring inflation means your retirement
corpus may fall short, leaving you unable to
maintain the lifestyle you worked hard to
build.

Focusing Only on Tax-Saving:
Choosing plans only for deductions
under 80C rather than actual needs

Tax benefits are useful, but making them the

sole criterion often leads to inadequate or
mismatched retirement solutions.

Ignoring  Health Costs: Medical
expenses rise faster than general
inflation

Without factoring in healthcare, even a
well-built retirement fund can get depleted
quickly during medical emergencies.

Life goals, income, and expenses change over
time. Reviewing ensures your plan stays
aligned with your evolving needs.




Add-ons That Actually Matter

When buying retirement plans, some riders or features genuinely enhance security:

Guaranteed Annuity Option: Insurance Riders:
Locks in a fixed payout rate regardless Covers disability, critical illness, or
of market fluctuations. accidental death, ensuring retirement

corpus isn’t derailed.

Loyalty Additions:

Provides bonus units or additional Offer bonus benefits for staying
allocations over time, helping invested over the long term, boosting
enhance the overall value of your your retirement savings.

retirement corpus.

Buying Online vs Offline

When it comes to retirement plans, the buying process itself can significantly impact
the cost, convenience, and clarity. Choosing between online and offline channels
largely depends on your comfort level with financial decisions and the complexity of
your needs.

Online
@ + Lower costs, easy comparison, and access to calculators
+ Best for financially aware customers who are comfortable making

decisions independently

+ Personal guidance, customise planning
+ ldeal for complex family finances or when handholding is required



Checklist: Your 5-Minute Retirement Plan Readiness Test

Before finalising a retirement plan, it helps to pause and check if you’re truly
prepared. This quick readiness test ensures you’ve covered the essentials and aren’t
overlooking critical details.

1. Have you calculated your inflation-adjusted expenses?

Knowing future expenses gives you a realistic picture of how much you’ll actually
need during retirement.

A clear target keeps your savings on track and prevents underfunding your
retirement years.

3. Have you diversified across at least two retirement products?

Relying on one product increases risk. Therefore,
leverage diversification that balances growth,
safety, and liquidity.

4. Are you accounting for healthcare costs
separately?
Medical costs often rise faster than general

inflation, so planning for them can help
avoid financial strain later.
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Online tools give transparency, while professional
advice ensures your choices align with your life stage
and goals.

Conclusion & Next Steps

Retirement is not an age but a financial state. The earlier you start planning, the more
freedom you’ll have in choosing how you want to live your later years.



Actionable Next Steps:

« Use a Retirement Calculator to estimate your corpus
« Speak to an advisor if you need personalised guidance
+  Download this guide and share it with your family for informed decision-making
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