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How can we understand retirement journeys? 

• Changing expectations of retirement 

• Retirement realities:  

- Consumption and expenditure in old 

age 

- How consumers allocate their spending 

- What are people actually doing in later 

life? 

• Delving deeper:  

- There is no such thing as the older 

consumer  

• Conclusions and Recommendations 
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Retirement expectations today 

“I expect to have a leisurely retirement” 

“My savings will be inadequate to fund retirement.” 

“I just don’t expect to live that long.” 

“I don’t want to think about health and long-term care.”   

“I have not given much thought to my needs in 

retirement” 

 

…but huge uncertainties make it difficult for us to 

predict the future 
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People spend progressively less as they age 

Source: author’s elaboration from Living Cost and Food survey / Expenditure and Food Survey (years 2003 to 2013) 
Consumption expenditure and household income deflated by RPI index at 2013 prices; OECD equivalence scale used to account for household composition;  
top and bottom 1% of the distribution of consumption expenditure and household income have been trimmed to exclude outliers; data are weighted using annual weights.  
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Is the decline in consumption a persistent trend? 
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…but mind the differences: savers vs. spenders 
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What about health expenditure later in life? 

• Consumption does not dramatically rise at the start of retirement or 

pick up towards the end of life to meet long-term care related 

expenditures 

 

• Even for the 80+ age group, only a minority (6.4% of households) 

are putting money towards meeting long-term care needs.  
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Retirement realities: Essentials vs. non 

essentials 

• Much of the decline in 

consumption is explained by falls 

in spending on “non-essential 

items” such recreation, eating out 

and holidays.  

• “Essential items” account for an 

increasing proportion of the 

overall household budget.  

• By age 80+, over 50% of 

expenditure is on essential 

goods and services.  

• There does not appear to be a 

post-retirement spending boom 

on leisure and holidays 
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Essentials vs. Non essentials in more detail 

  

 

 

 

 

 

 

Source: author’s elaboration from Living Cost and Food survey / Expenditure and Food Survey (years 2003 to 2013) 
OECD equivalence scale used to account for household composition; data are weighted using annual weights.  
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• Precautionary savings in response to uncertainty 

(Carroll, Kimball) 

• Uncertain health expenditure (de Nardi, Banks et al) 

• Liquidity constraints (Zeldes) 

• Unrealistic expectations (Crawford and Tetlow) 

• Behavioural biases (Thaler, Shefrin etc) 

• Bequest motives (Hurd and Rohwedder - debated)  

• Home production/ drop in work related expenditures 

(Hurst) 

What May Explain Consumption Patterns in 

Retirement? 
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- How consumers allocate their 
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The “reality” in later life: watching television 

and living alone? 
Yesterday, did you… 
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The “reality”: holidays and retirement?  

 In the past 12 months, have you taken a holiday… 
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There is no such thing as “the older consumer” 

• “Just getting by” who spend over 45% of 

total expenditure on housing and bills; More 

likely to be single/widowed/divorced, 

renters.  

• “Frugal foodies” who spend 27.5% of their 

total expenditure on food and drinks and 

over 13% on furnishing, housing equipment 

etc. 

• “Prudent families” who spread their 

expenditure evenly on many items and 

save consistently as they age;  

• “Extravagant couples” who spend nearly 

40% of their total expenditure on 

recreational goods and services;  

• “Transport lovers” who spend more than a 

third of their total expenditure (36.8%) on 

transport (both public and private).  
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Developing some recommendations 

The need for initial flexibility but with security of income in later life 

• The pension freedoms introduced in April 2015 have stimulated debate 

about what decumulation strategies might be needed to meet changing 

consumption needs in retirement.  

• Given the reality of retirement journeys, it may make sense for financial 

products and services to facilitate relatively high initial income before 

guaranteeing a base level of income in later life. 

 

The need for guidance and advice 

• However, getting balance right between flexibility and security is key and 

consumers will likely require guidance and advice.  

• A mid-retirement financial health check should be built into the 

financial guidance process 
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