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How toretire early?
Start planning early

Early retirement is an alluring dream, but few are able to realise it as they start
planning for it too late. To retire at 50, you cannot start planning when you are 40

BY SHAIKH ZOAIB SALEEM
zoaib.s@livemint.com

ith an increasing number
ofindividuals earning sal-
aries that can lead to sig-
nificant savings, com-
bined with the pressures
of demanding professional commitments, many
mid-career professionalsare exploring early or
partial retirement, say financial advisers. How-
ever, despite early retirement beinga rising aspi-
ration, the number of individuals who actually
realiseit, arevery few. “Everyone istalking about
it, but no one is actually able to do that,” said
Gaurav Mashruwala, a Secutities and Exchange
Board of India (Sebi) registered investment
adviser. “Many peopleare open to theideaof an
early retirementat around 50-52 years ofage....
Retiring at 40 is also an aspiration for many,
though in most cases it remains just an aspira-
tion,” said Anil Rego, chief executive officer and
founder of financial advisory firm Right Hori-
zons. Quite afew serial entrepreneurs and peo-
ple from top management have either opted to
retire when they hit their50s or opted to workin
asemi-retirement mode, he said.

Forsome, early retirement isa means for fol-
lowing passions that were left unexplored. But
formost, it is an escape from the taxing daily rou-
tineas wellas the frustration of doing something
that they do not want to do. But this mindset is
fraught with dangers, said Mashruwala: “Ifearly
retirement is used to escape from something,
then people should realise that circumstances
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that gives enough time to planand accumulate
the corpus. Ideally, retirement age should beat
least 15 years away, from when one starts to plan
the retirement, he said. So, to retire at 50, you
should have started planning when you were 35.

Aftersquaring offany liabilities, one needs to
checkiftheassetsare enough forall the goals yet
to be met for the family, including retirement.
“The monthly or annual expenses need to be met
from the accumulated corpus, henceit hastolast
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and the portfolio should be realigned with
increased exposure towards debt mutual funds,
debentures and fixed deposits on a step-up basis
asyou approach retirement, he said.

BEWARE OF UNCERTAINTIES

Savings alone may not be enough to sustain you
for a retirement period of 20-30 years, unless
these savings are routed into investments,
Rohira said. “We suggest to start investing for
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with something else.”

Inany case, by the time most people decide to
retire early, theyrealise that don’t have acorpus
that can support their decision and end up con-
tinuing with their routine.

HOWTOPLAN RETIREMENT
Prakash Praharaj, founder, Max Secure Financial
Planners, said that first you need see how far
your financial goals—like education of children,
owning a homeand closure of loans—have been
achieved. “Financial independence needs to be
determined and later on post-retirement activi-
tiesand hobbies need to be spotted,” he said. A
healthy corpus through savings is vital, which
can beachieved only by planning in advance. “If
people want tosustain their lifestyle, then they
should target a minimum retirement corpus of
12-15 times their finalannual income, assuming
that they want to retire at 52,” Rego said.

One canlook to retire between 50-55 years, as
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estimated at age 90, since modern medicine is
helping us live longer,” said Chitra Lyer, chief
operating officer, HappynessFactory.in.

VITALFINANCIAL INSTRUMENTS
The first and most important financial instru-
ment to have is adequate insurance cover.
“Though insurance may not have a direct finan-
cial impact on theretirement fund, it willact as
buffer to handle any emergency,” Rego said.
Next, decide the asset mix in which to invest
your savings, to create the retirement corpus.
“Often we are confused about the asset mix when
it comes to planning for retirement and we go
heavyweight on debt...one should remember
that time is the crucial supporting factorin plan-
ning for early retirement. Here, equities scores
here over debt in terms of building the portfo-
lio,” said Dinesh Rohira, founderand chief exec-
utive office, 5nance. To start with, one should set
the highest allocation to equity—up to 80%—
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approach by investing higher amounts with each
passing year,” he said.

Even while preparing for retirement, you
could face challenges—such as medical emer-
gencies—that may tempt you to liquidate sav-
ings. But remember, your money needs time to
grow. Sticking to the plan and staying invested
gives it that time. “There are a lot of situations
beyond one’s control, which have the potential
to stray you from your plans.... Having a good
adviser can help you tide over these and achieve
vourgoals,” Iversaid. Usually, most families start
saving and investing much later in their earning
lives. “This does not give investments the chance
ofearning good returns by benefitting from the
power of compounding, which is necessary to
accumulate a good corpus,” Iyer said.

Once youstart to prepare [or early retirement,
vou will also have to prepare for the retired life
as that too has many aspectsapart from financial
independence. But that is another story.
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