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Investment strategies as
you approach retirement

It’s usually a good idea to
start reducing the risk of
your pension fund as you
approach retirement. But
it’s important to strike
the right balance so you
can continue to power the
growth of your portfolio for
many years to come
as well as draw an income.
As we move through the diff erent stages 
of life it’s important that our investment 
strategies adapt. Typically, your fi nancial 
goals change when you retire. You may 
want a regular reliable income, which 
usually means you have to take less 
risk when it comes to investing. People 
nearing retirement traditionally switch 
savings out of risky investments and into 
safer assets to protect their portfolios 
from market downturns.

Reduce risk in your portfolio as 
you near retirement

Managing your portfolio’s risk level (the 
possibility of losing the money you invest) 
as you get older is important to ensure 
you meet your fi nancial goals. Younger 
investors with longer timelines to 
retirement (typically 30 to 40 years) are 
generally encouraged to take more risk in 
their portfolios as if there are any market 
falls, they have longer to recover.

As you get older and approach retirement 
the more important it is to preserve the 
wealth you have accumulated. This is 

because as the timeline to retiring gets 
shorter, your portfolio has less time to 
recover in the event of a market decline.

So, it’s a good idea to lower the level 
of risk to reduce the possibility of your 
investments falling in value. In most 
cases, this means reducing exposure 
to equities and increasing exposure to 
lower-risk investments that produce 
an income such as bonds to shield your 
investments from the ups and downs 
of the market.

Why it’s important to diversify
Portfolio diversifi cation is a way 
of reducing potential risks by 
spreading your investments across 
diff erent assets, rather than having 
it concentrated in one place. By 
investing across diff erent asset classes, 
companies, countries, and sectors, you 
can help reduce the impact of any major 
market swings on your portfolio.

While you can’t eliminate all investment 
risk, diversifi cation can help smooth out 
any fl uctuations that happen over time. 
For instance, stocks can earn 
more money than other asset classes, 
but they tend to be more volatile. 
Therefore, most fi nancial professionals 
agree that as you approach retirement 
it is best to reduce the allocation to 
equities in your portfolio.

Government bonds are less likely to lose 
money than stocks and are seen as a 
better bet for retirement thanks to their 
predictability and income-generating 
potential. Bond prices are also not 

aff ected by the same market conditions 
that move stock prices. By shifting 
their investments out of stocks and 
into bonds, people nearing retirement 
can lower their risk and enjoy greater 
fi nancial stability.

Finding the right balance
It’s always important to review your 
investments before any big life changes, 
which is particularly true if you are 
approaching retirement. With any 
decision about your investments, there 
are trade-off s. The greater the risk 
you are prepared to tolerate, the more 
potential there is for your investments 
to grow.

While reducing risk with bonds can help 
shield you from any downturns in the 
market, your returns could be lower. 
As you approach retirement, it’s 
important to strike the right balance 
between assets reducing risk in your 
portfolio so you can continue to power 
its growth for many years to come as 
well as draw an income.

A fi nancial adviser can help you build a 
well-diversifi ed portfolio appropriate for 
your risk tolerance and investment goals 
and adapt it, so the strategy always 
refl ects your age and circumstances.

The value of investments and any income 
from them can fall as well as rise and 
you may not get back the original 
amount invested.
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