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Introduction

Clients and regulators are increasingly expecting Advisers to provide 

comprehensive retirement advice services. As your clients enter this new phase of 

life, they are confronted with a new set of investment challenges. It is imperative 

that you are able to pivot the services you provide to meet these new needs.

This paper reveals the three investment objectives that you must consider for 

clients in, or approaching, retirement. It provides a clear and simple framework for 

building a holistic retirement advice proposition, and demonstrates how to identify 

investment portfolios that are well suited for individuals in the post-work phase of 

their life.
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Section 1:

Guarding against

longevity drift

3x
A retiree today is

more likely to live to one hundred 

years-old than a retiree was in 1980
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Guarding against 
longevity drift
For most people, one thing stands between them and early retirement: the fear of 

running out of money. This is a highly rational concern. Aiming to manage and, as 

much as possible, mitigate that risk is the first new objective that individuals 

acquire approaching and during retirement. You should place managing this 

‘longevity drift’ front and centre in your retirement advice proposition.

It wasn’t long ago that the strategy for investing during retirement was very simple. 

As a client approached the end of their career, they would be advised to gradually 

adjust down their allocation to high risk, growth focused funds. The objective of this 

‘traditional approach’ was for portfolio holdings to entirely transition into low-risk 

funds (e.g. government bonds) a few years before retirement. This created a stable 

portfolio, well suited for clients drawing cash to fund their spending. We have 

illustrated this traditional approach below.

Source: BlackRock, as of 31 August 2026.
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However, over the past couple of decades, retirement has changed. Life spans have 

materially increased, and people spend longer in retirement. Health spans has also 

extended, raising the proportion of time people can enjoy ‘high spend’ activities 

such as travelling. Finally, the moment of retirement has become less distinct. With 

many people choosing to gradually exit the workforce, reducing hours, consulting, 

or continuing ‘side hustles’ before fully retiring.

These changes undermine the traditional pension investment strategy described 

earlier. A low risk approach will struggle to generate sufficient return to see clients 

through their now extended retirements. Below we demonstrate the longevity of a 

low risk pension investment, starting at 65 years old, and assuming £100,000 of 

withdrawals per year, rising with inflation.

Source: BlackRock, 31 March 2026. Pension Bucket calculation assumes returns for low risk portfolio are in line with 

inflation: 2% per annum, and client retires at 65 years old.
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Source: 31/03/2026 ONS Life Tables

Conclusion: for clients with less than £2m in their pension Bucket, a traditional 

retirement investment strategy doesn’t sufficiently mitigate longevity drift 
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Source: BlackRock, as of 31 August 2026. 

The Solution: use growth focused portfolios to reduce longevity drift

The simple solution to managing longevity drift as clients live longer is to employ capital 

growth focused funds in your retirement proposition. As outlined below, this can 

materially extend the life of the portfolio.

However, a balance must be struck: when clients are no longer working, their risk profile 

might reduce, so the ability to adjust the risk of a retirement portfolio is needed. As such, 

your retirement proposition should contain a panel of growth focused portfolios each 

targeting a different level of volatility.

Client portfolios can be moved between these solutions as they progress through 

retirement. Additionally, this approach affords flexibility, allowing you to tailor portfolios 

for individual client needs, and account for nuances such as the phase of part-time work 

many clients now enter prior to full retirement. 
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Source: BlackRock, as of 31 August 2026.
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Section 2:

Managing 

sequencing risk

15Yrs

A 15% loss in early retirement

can reduce investment lifespan by

versus the same loss at the

end of the period1

Source: BlackRock, as of 31 August 2026. 1Assuming a £1m pension Bucket, with £40,000 drawn each year, a 3% p.a. 

growth rate but with 5 consecutive years of -3% growth.
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One of the ways in which advisers add-value for clients in the accumulation phase 

of their investment journey is coaching them to stay invested through periods of 

market volatility. This same approach cannot be used for your clients in retirement: 

they need to take withdrawals regardless of what is happening in markets. 

As a result, falls in the value of a retiree’s portfolio are much more serious than for 

clients still working, even if those falls prove to be short-lived. The below chart 

provides a real life illustration of this principle. 

Between January and September 2022 the market fell by 11%, but by the end of 

2023 it had fully recovered. An employed client, who remained invested for the full 

two year period, would have actually seen modest growth in their portfolio. The path 

for a retired client, taking monthly withdrawals from their portfolio would look very 

different. Because they were crystalising losses during the 9-month market 

drawdown, even though the market more than recovered over the subsequent 13 

months, their portfolio remains well below its starting value. This is a unique 

dynamic, only experienced by retirees: sequencing risk.

Managing
Sequencing Risk

Past performance is not a reliable indicator of future returns. Index performance returns do not reflect any 

management fees, transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index. 

Case study: portfolio value during the 2022 War in Ukraine

Jan

2022

Market Low-Point

(Sept-22)

Full Recovery

(Dec-23)

£1,000,000
£1,000,000

£890,000

£818,000

£1,200,000

£806,000

Retired client - £100,000 p.a. withdrawalsEmployed client - £0 p.a. withdrawals
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Normal Distribution

Fat Tails

Sequencing risks are most potent early in retirement. Below we examine two 

scenarios in which a client is withdrawing from their portfolio. In the first, losses are 

concentrated at the end of the period, and in the second they are concentrated at 

the start. Note that the annual rate of return is identical for the portfolios in each 

scenario. But due to the client being in drawdown, the timing of the losses 

materially influence how long the client’s pension Bucket lasts.

Source: BlackRock.
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Scenario 2: -3% first 5Yr, then +3%

Pension Bucket sustainability across return sequences - £40k p.a. 
withdrawal

The Solution: focus on portfolios with robust downside resilience

Mitigating sequencing risk is all about reducing short term losses. For retired 

clients, you should look at investment solutions that have been built with downside 

resilience in mind. For example, fund managers that employ active asset allocation 

to tilt  their portfolios away from underperforming parts of the market.

Poor downside

protection

Source: BlackRock, as of August 2026.

Downside resilience can also be 

improved through thoughtful asset

allocation decisions. You should avoid 

portfolios with outsized allocations to 

asset classes that tend to have fat tails. 

For example, high dividend equity or high 

yield bonds tend to perform well when 

markets are stable, but suffer 

disproportionality when markets fall

Asset class return distribution matters

Source: BlackRock, as of 31 August 2026.
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Another way of mitigating sequencing risk is building a retirement advice 

proposition that incorporates a ‘bucket-based’ approach to investing. With Bucket 1 

holding 12-18 months worth of spending money, Bucket 2 representing the 

majority of the client’s assets, and Bucket 3 what they plan on leaving their heirs .

This approach allows advisers to shield their clients’ portfolios from redemptions 

when markets have sold-off. For example, implementing a simple rule such as:

The percentage fall as well as the lookback period can be customised depending on 

individual circumstances. Adopting this bucket-based approach could significantly 

reduce sequencing risk, while ensuring flexibility, allowing each of your clients a 

tailored service.

Bucket 3
Bequeathments

Highest risk investments, 
higher growth potential

Bucket 2
Personal investments

Growth orientated portfolio, 
risk profiled to client

Bucket 1
Spending money

Savings accounts, and money 
market funds

A Bucket-based investment approach: what should go where?

If the value of the client’s portfolio has fallen by more than 10% 

over the past 12 months then payments should be made from 

their cash bucket rather than their investments.“

Source: BlackRock, as of 31 August 2026.
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Section 3:

Replacing income 

from salary

£75k

At retirement, the average

household requires

Source: BlackRock, House of Commons Library, 31/03/2026. 1Calculated based on average earnings for a 

65 year old, assuming a household comprises of two full time employed adults of 65 years of age. 

of income p.a. to maintain
pre-retirement standard of living1
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Replacing income
from salary

Finally, you need to think about funding day-to-

day spending for clients in retirement. Most 

people, while working, will rely on their salary to 

meet their regular expenses. However, after 

retirement, advisers are called on to replace the 

lost salary income with payments from 

investments.

At first it might seem that the obvious solution is 

to shift your retired clients into investment 

solutions that explicitly focus on generating 

income. However, there are hidden foibles in this 

approach. Income solutions, by design, shift 

portfolios away from the efficient frontier – 

reducing the portfolio’s expected return and 

raising the likelihood of longevity drift.

Additionally, to deliver on their yield objectives, 

income solutions tend to over-allocate to ‘high 

carry’ asset classes such as dividend equities, or 

high yield bonds. As discussed earlier1, these 

investments have poor downside characteristics 

and can therefore increase portfolio sequencing 

risk.

Source: BlackRock, as of 31 August 2026. 1See reference of 

investments with ‘fat tails’ on bottom section of page 9.
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While these trade-offs might seem manageable in exchange for a reliable stream of 

income, in reality the distributions from income funds are often highly irregular. In 

the example below, the monthly income delivered by the portfolio has varied by as 

much as £4,000.

The reason for this variability is that the distributions from income portfolios are 

determined by the prevailing yield in markets, which is itself a function of central 

bank interest rates - a variable outside of the control of any portfolio manager. 

Some funds purport to stabilise their yield by adjusting their asset allocation as 

interest rates change. However, the degree of portfolio turnover required to achieve 

a stable yield is unpalatable for both clients and investment managers. 

In reality, yield stabilisation is usually accomplished through a combination of 

modest asset allocation adjustments, income retention in fertile periods, and 

payments from capital in fallow periods.

£4,000

£5,000

£6,000

£7,000

£8,000

£9,000

£10,000

2002 2005 2008 2011 2014 2017 2020 2023

Monthly income generated from £1m investment in balanced risk income portfolio

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future 
results. The ‘Paper Portfolio’ referred to in this presentation is intended to provide only an example of the 
potential of the investment strategy to be employed and do not take into consideration actual trading 
conditions and transaction costs. The figures are for illustrative purposes only and results cannot be 
guaranteed. Index performance returns do not reflect any management fees, transaction costs or expenses. Indices 
are unmanaged and one cannot invest directly in an index. 

Source: Refinitiv, as of 31 August 2026. Data covers 31/08/2002 – 31/07/2026. Income Portfolio: 30% MSCI ACWI Income Index in 
GBP, 40% Bloomberg Global High Yield Index GBP Hedged, 20% Bloomberg Global Aggregate Bond Index GBP Hedged, 10% FTSE 
NAREIT Developed Index in GBP. Chart shows the natural income generated by the portfolio.

Asset allocation required to meet 4.5% yield target
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100%

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Equity High Yield Bonds Investment Grade Bonds
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Given the drawbacks of using investments that explicitly target income production, 

what is the best way of funding your clients’ day-to-day spending during 

retirement? The easiest solution is to use capital growth oriented funds, and 

employing unit encashment to deliver regular payments. In addition to avoiding the 

investment pitfalls of income funds, this approach has several practical advantages 

for clients:

Consistency: payments can be set at a static nominal amount, ensuring 
clients know exactly how much money is coming in each month

Flexibility: payment levels can be adjusted as the client’s situation 
evolves, without the need for a change to the investment portfolio

Cost efficiency: income portfolios often command a pricing premium, 
which can be avoided through this approach

Inflation protection: payments can be adjusted in line with inflation, 
guaranteeing client’s their standard of living, rather than just an income

Source: BlackRock as of 31 August 2026.

The Solution: create stable income by using unit encashment 
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It is clear that clients’ needs change after retirement. There is an increased focus on 

portfolio longevity, the avoidance of sequencing risk, and the delivery of regular 

payments on which to live. Meeting these new objectives is unlikely to require a 

wholesale change in investment strategy, however it is important to be able to 

clearly document and articulate how investment solutions are addressing these 

newly acquired needs.

BlackRock’s MyMap portfolios can be used by advisers looking to build out their 

CRP. They are focused on maximising total return, risk controlled, and dynamically 

asset allocated.

MyMap 3 MyMap 4 MyMap 5 MyMap 6 MyMap 7

Allocation

◼ Stocks

◼ Bonds

◼ Alternatives

Target Volatility Range 3% - 6% 6% - 9% 8% - 11% 10% - 13% 12% - 15%

Summary

Retirement Objective Portfolio requirement

Avoid Longevity Drift
1. Continue to focus on growing client assets
2. Have several volatility levels available

Manage Sequencing Risk
1. Dynamic asset allocation to smooth bumps
2. Employ a ‘Bucket based’ approach

Provide regular income
1. Avoid income biased portfolios
2. Deliver income through unit encashment

17bp

OCF

17bp

OCF

17bp

OCF

17bp

OCF

17bp

OCF

Click here to learn more about MyMap

Click here to learn more about MyMap

Source: BlackRock, as of August 2026.
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Investors should refer to the prospectus or offering documentation for the funds full list of 
risks.

Capital at risk. The value of investments and the income from them can fall as well as rise and 
are not guaranteed. Investors may not get back the amount originally invested.

Specific fund risks (MyMap 3, MyMap 4, MyMap 5, MyMap 6, MyMap 7)
• Counterparty Risk: The insolvency of any institutions providing services such as 

safekeeping of assets or acting as counterparty to derivatives or other instruments, 
may expose the Fund to financial loss.

• Credit Risk: The issuer of a financial asset held within the Fund may not pay income 
or repay capital to the Fund when due.

• Currency Risk: The Fund invests in other currencies. Changes in exchange rates will 
therefore affect the value of the investment.

• Equity Risk: The value of equities and equity-related securities can be affected by 
daily stock market movements. Other influential factors include political, economic 
news, company earnings and significant corporate events.

• Liquidity Risk: The Fund's investments may have low liquidity which often causes the 
value of these investments to be less predictable. In extreme cases, the Fund may not 
be able to realise the investment at the latest market price or at a price considered 
fair.

• Property/Commodity ETFs The fund may invest in exchange traded funds which 
have exposure to property securities and commodities (through an index). Property 
investments are subject to adverse changes in economic conditions, adverse local 
market conditions and risks associated with the acquisition, financing and ownership 
and operation and disposal of real property. The underlying commodities index may 
concentrate investment on selected commodity futures of multinational markets. This 
makes the exchange traded fund extremely dependent on the performance of the 
commodity markets concerned. 

Risk Warnings
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FOR PROFESSIONAL CLIENTS ONLY

This material is for distribution to Professional, Qualified Clients and Investors only.

This document is marketing material and will expire 12 months after issue.

In the UK and Non-European Economic Area (EEA) countries (excluding Switzerland): this 
is Issued by BlackRock 
Investment Management (UK) Limited, authorised and regulated by the Financial Conduct 
Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 
3000. Registered in England and Wales No. 02020394. For 
your protection telephone calls are usually recorded. Please refer to the Financial Conduct 
Authority website for a list of 
authorised activities conducted by BlackRock.,

BlackRock Investment Funds (BIF): BlackRock Investment Funds is an authorised unit trust 
scheme which is organised as an umbrella comprising separate funds with segregated liability 
(the “Funds”). The Funds are subject to the rules of the FCA as set out in the COLL 
Sourcebook. Key investor information documents (“KIIDs”) for each unit class in each of the 
Funds are available from the Manager at www.blackrock.com. Investors should understand all 
characteristics of the funds objective before investing. Prospective investors should carefully 
review the prospectus for the Fund and should consider the risk discussion under “Risk 
Factors” prior to making an investment decision. Any investment decision with respect to the 
Fund must be made solely on the definitive and final version of the Fund’s prospectus as at 
the date of the investment. Investors should understand all characteristics of the funds 
objective before investing, if applicable this includes sustainable disclosures and sustainable 
related characteristics of the fund as found in the prospectus, which can be found 
www.blackrock.com on the relevant product pages for where the fund is registered for sale. US 
Persons are not permitted to subscribe for units in the Funds. BlackRock may terminate 
marketing at any time. For information on investor rights and how to raise complaints please 
go to  https://www.blackrock.com/corporate/compliance/investor-right available in in local 
language in registered jurisdictions.

Any research in this document has been procured and may have been acted on by BlackRock 
for its own purpose. The results of such research are being made available only incidentally. 
The views expressed do not constitute investment or any other advice and are subject to 
change. They do not necessarily reflect the views of any company in the BlackRock Group or 
any part thereof and no assurances are made as to their accuracy.
This document is for information purposes only and does not constitute an offer or invitation 
to anyone to invest in any BlackRock funds and has not been prepared in connection with any 
such offer.

© 2026 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS and 
iSHARES are trademarks of BlackRock, Inc. or its affiliates. All other trademarks are those 
of their respective owners.

Important Information
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