Congratulations to Marc O'Donnell, Ballybeg, Ennis, Co. Clare the winner of the Carey Corbett Financial Solutions ‘Question of the Month’ in association with Lynch Hotels.

Marc’s question was

‘At 25 and starting out into the working world how much should I need to pay into a pension fund in order to retire comfortably, as apposed to waiting until I'm 35 or 40?’ 

Simply Marc the earlier you start paying into your pension the easier it is to avoid funding difficulties later on in life. 
Here is a simple example:

Gender



Male

Current Age


35

Current Salary


€35,000

How Your Pension Is Made Up

Estimate Private Pension at age 65


€10,116

Estimate State Pension at age 65*


€10,884

Estimate Total Pension at age 65


€21,000

So in order to have a pension equivalent to €10,000 in today’s terms you need to contribute approximately €430 pm starting at age 35.

However if you look at the figures for a 25 year old the situation is much different

Gender



Male

Current Age


25

Current Salary


€35,000

*Current Fund Value

€0

**Target Pension as % of 

Pre-Retiremement Salary
60%

How Your Pension Is Made Up

Estimate Private Pension at age 65


€10,116

Estimate State Pension at age 65*


€10,884

Estimate Total Pension at age 65


€21,000

The table below gives a clear picture of the difference it makes to start preparing for your retirement from an earlier age

	The Age You Start Your Contributions
	Age 25
	Age 35
	Age 45

	Yearly as % of Salary
	10%
	15%
	24%

	Yearly Contributions
	€3,500
	€5,250
	€8,400

	Gross per Month
	€292
	€438
	€700

	Less Tax Relief’s
	(€76)
	(€105)
	(€158)

	Net Contributions Per Month 
	€216
	€332
	€542


Please note the following:
· The above calculations are by their very nature imprecise as the most important assumption, fund growth, is unknown. In the figures above fund growth is assumed to be 6% after fund management charges have been deducted.

· Inflation is assumed to be 5% per annum.

· No allowance has been made for risk benefits such as PHI and life cover

· Charges are allowed for as follows: policy fee €3.00 per month, allocation rate of 95% with no bid offer spread. The policy fee is assumed to increase at 3% per annum.

The above table does not fully illustrate the real advantages associated with pensions. For example, were a 25 year old to contribute €250 per month to a pension plan, he should realise a fund value in excess of €940,000. However assuming he pays 41% tax rate, the net cost to him (after tax relief) is only €213,815.
However, a 35 year old making the same contribution would only realise a fund in the region of €410,000 at a net cost of approximately €117,596.

So start your pension early.

The longer you leave it, the more you pay!

Remember if you have any financial questions please feel free to contact Tommy or Donal at:

Carey Corbett Financial Solutions
First Floor

Roslevan Shopping Centre

Tulla Road

Ennis

Co. Clare

(ph) 065 6893540

(email) info@careycorbett.com
(Website) www.careycorbett.com 
Remember the person with the best question will receive a €200 voucher for the Lynch Hotel Group

