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ABSTRACT: On the average, people tend to adopt a wait-and-see attitude to the issue of retirement, preferring to 

postpone consideration till the retirement time comes. However, due to increasing life expectancy and larger and 

larger percentage of the population being in the retired class, it has become necessary to give more serious 

consideration to retirement planning. In this paper, we have tried to explain the problem in not starting early to 

invest for one’s retirement. We have presented various investment options like bonds, stocks and life annuities 

available to the investor and the relative advantages of each. Various retirement options in a developing economy 

are also proposed, discussed and compared. 
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I. INTRODUCTION 

“Retirement is the point where a person stops regular work completely. A person may also semi-retire by reducing 

work hours. Many people choose to retire when they are eligible for private or public pension benefits....In many 

countries, the idea of retirement is of recent origin, being introduced during the late 19th century and early 20th 

century. Previously, low life expectancy and the absence of pension arrangement meant that most workers continued 

to work until death.... In many low income countries, support for the old is still mainly provided through the family. 

Today, retirement with a pension is considered a right of the worker in many societies. In many developed countries, 

this right is mentioned in national constitutions [1]. Today, however, due to improvements in standard of living and 

medical care, people tend to live longer (on the average, about 20 years) after retirement at age 65. In 1999, a 65 

year old expected to live for 18 more years. By 2009, a 65 year old expected to live for 20 more years [2]. The good 

news is that we are living longer. The bad news is that we have to pay for it. That means saving more [3]. In 1970, 

the population of the less-developed countries looked like a pyramid (not many very old people at the apex and 

plenty of young people near the bottom). In 2010, it looked more like the Empire State Building, with a thin needle 

representing the oldest atop a column of the rest of the population of varying ages. By 2050, these countries will 

look more like a standard skyscraper, with so many older residents that they will be similar in number to the number 
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of younger ones.”[4]. Whether one is in public service, self-employed or otherwise engaged in some income 

yielding enterprise, given the fullness of life, one would ultimately retire and take a break from active economic 

activities. So we have to face reality and plan for the inevitable retirement. Retirement and sustained break from 

active economic productivity is a phase of a life cycle one should normally look forward to, given proper financial 

planning, organization and management at both personal and societal levels. Thus, ordinarily people should eagerly 

anticipate retirement and look forwards to finally having the time and freedom to do whatever they choose:- spend 

more time with family and friends, pursue cherished hobbies, travel, community and volunteer service, or simply 

take life a little easier. However, achieving these personal fulfillments in retirement is considered possible only if 

one had made adequate financial plans during one’s more active life. Unfortunately, there is increasing tendency for 

working people to pro-offer excuses against savings and investments. 

 

II.  EXCUSES FOR INVESTMENTS 

People offer many reasons for not saving additional funds for the future and for retirement including such lame 

excuses as “I will start saving next year.” , “My kids will take care of me.” , I am too old to start saving.” ‘’I am too 

young to think about retirement.”  “ My pension will give me enough to live on.”  etc.  However, no matter one’s 

personal circumstances, it can always seem difficult to find the funds or the motivation to set aside extra money for 

the future. But saving even small amounts at regular time intervals can help build towards a secure and fulfilled 

retirement. The best way to begin is to use the so-called “Pay-yourself-first-strategy” strategy by ab-initio setting 

aside some amount as your own personal savings on a regular basis from your well-determined regular income, 

ensuring that this saving is at least 10 percent of gross income. Most experts agree that a retiree will need about 80 

percent of his final annual working gross income to live comfortably.  

2.1  Saving for Retirement 
‘’A retirement plan is a financial arrangement designed to replace employment income upon retirement. These plans 
may be set up by individuals, employers, insurance companies, trade unions, the government, or other institutions. 
United State Congress has expressed a desire to encourage responsible retirement planning by granting favorable tax 
treatment to a wide variety of plans. Federal tax aspects of retirement plans in the United States are based on 
provisions of the Internal Revenue Code and the plans are regulated by the Department of Labor under the 
provisions of the Employee Retirement Income Security Act (ERISA) [1]. Roughly speaking, if one starts work at 
age 25, works for 40 years and retires at age 65 and expects to live for another 20 years, the one has to save for his 
retirement years during his working years. This means he or she has to set aside about one third of his/her working 
income for his/her retirement. He or she spends about 66.7% of his income while working and saves the remaining 
33.3%. On the other hand, if one works for 35 years and retires for 25 years, the one has to set aside about 42% of 
his/her working income for his/her retirement. And if one starts saving late at age 50 and still retires at age 65 and 
expects to live for another 20 years, the one has to save 57% of his income.  
The requirement may be lighter than the picture painted above for the following reasons: 
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(i) The retired person will usually require only about (70 – 80)% of his working life income during retirement . 

This is because, on the average, he travels less, spends less on accommodation, and has fewer dependants 

than what obtained at the time he was working.  

(ii) The retirement savings are usually invested and may accumulate several times its nominal value before 

retirement. 

(iii) The retired person may receive income from other sources, like support from children, relations, 

philanthropists, social security, etc. 

At the same time, the requirement may be heavier than the picture painted above for the reason that the cost of 

healthcare in retirement is high; people tend to be ill more frequently in later life. Also we cannot say for sure how 

long a person will spend in retirement. One may plan for a 20 year retirement period only for the one to enjoy (or 

suffer) a 30 year retirement. Thirdly, inflation can eat deeply into the retirement savings so that the purchasing 

power of what was saved is often far below what was planned for. For an example, suppose an individual, Odo, a 

Nigerian civil servant, had planned in 1982 to save N250,000 for his retirement which would come up by 2012. He 

had planned that this will keep him out of need for 20 years of retirement if he would withdraw N1000 a month from 

the fund. In 1982, N1000 a month was quite sufficient for Mr. Odo.  However, in 2012, the saved N250,000 would 

have been used  up in one month only. Thus much of the gains accumulated through interests and dividends would 

be eaten up by inflation, which here stands at about 20% per annum. One can then assume that investment gains are 

neutralized by inflation. Overall, income after retirement can come from state pensions, occupational pensions, 

private savings and investments (private pension funds, owned houses ), donations (eg. By children, philanthropists) 

and social welfare benefits. Thus ideally, unless one is able to write a best – selling novel, win a sweet stake or strike 

some gold mine somewhere, the best straightforward financial plan one can make to ensure future comfort is to start 

saving today and early, usually between 10 and 15 percent of income. This is because as a young investor and saver, 

one is in a unique position to take advantage of the tremendous multiplicative power of compounding, earning 

interest on interest and using investment income and gains to produce even more as they are re-invested. That is, 

when one is a young investor, compounding gives one’s funds the potential to grow tremendously over time as one 

gets older, without the need for more infusion of funds; this is a real asset to a young investor on a tight budget.  

This is illustrated by the following simple example. Suppose a 30 year old invests $2,000 per month in stocks, 

bonds, securities or shares that earns 10 percent per annum (compounded monthly) returns or dividends. Assuming 

constancy of monthly investments and returns, the investors money would grow to as much as $7,593,276.40   by 

the time the investor is 65 years old (see block below for the calculations). If the investor had waited till he is 50 

years before beginning to invest, his investments would grow to only $828,940.73. If this late investor wishes to 

retire with the same accumulated investment funds as the early investor, he would need to invest $18,320.43 every 

month to achieve this. TABLE 1 below shows how much one needs to invest monthly in similar enterprises at 

specified ages to reach indicated targets of accumulated savings at retirement (at age 65 years) assuming investment 

in a portfolio with 10 percent per annum returns, while table 2 shows how much the same individual need to invest 

with 6 percent per annum returns.  
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$2000 a month invested from age 30 to age 65 forms a 420 payments due annuity certain of  $2000 each. At 10% 

per annum interest rate compounded monthly, this will sum to 
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Here, i is the interest rate per month, and n is the number of months in the period of the annuity, 
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Table 1: Investment Accumulated At 10% Per Annum Interest Rate 

Desired sum 
to accumulate  

$ 100,000.00 $ 1,000,000.00 $ 3,000,000.00 

Age of 
investor 

Monthly 
investment 

Total Monthly 
investment 

Total Monthly 
investment 

Total 

30 – 65 $ 26.34 $ 11,062.42 $ 263.39 $ 110,624.19 $ 790.19 $ 331,872.56 
35 – 65 $ 44.24 $ 15,925.77 $ 442.38 $ 159,257.65 $ 1,327.15 $ 477,772.94 
40 – 65 $ 75.37 $22,610.23 $ 753.67 $ 226,102.25 $ 2,261.02 $ 678,306.76 
45 – 65 $ 131.69 $ 31,605.19 $ 1,316.88 $ 316,051.94 $ 3,950.65 $ 948,155.81 
50 – 65 $ 241.27 $ 43,428.92 $ 2,412.72 $ 434,289.21 $ 7,238.15 $ 1,302,867.68 
55 – 65 $ 488.17 $ 58,580.88 $ 4,881.74 $ 585,808.82 $ 14,645.22 $ 1,757,426.46 
60 – 65 $ 1,291.37 $ 77,482.27 $ 12,913.71 $ 774,822.69 $ 38,741.14 $ 2,324,468.07 
 

It is easily seen from the tables that the sooner one starts to invest, the less the one will have to contribute each 

month to reach the one’s desired target at retirement. For example, the investor who wishes to accumulate 

$1,000,000 at age 65 need to pay only $263.39 a month if the investor begins payments from age 30, but has to pay 

as much as $2,412.70 a month if he or she begins payments from age 50. Thus he has to pay monthly more than nine 

times what he would have paid if he begins payments earlier at age 30. The total sum the late investor will invest to 

accumulate N1,000,000, is 434,289.23 dollars which is about 4 times the total sum the early investor will pay 

(110,624.19 dollars). In fact, if this investor starts investing at age 60, retiring at age 65, this individual has to pay a 

total of $ 774,822.69 , a heavy economic cost of procrastination. The amount the investor pays to earn a specified 

accumulated sum at age 65 is also highly sensitive to the prevailing interest rate. The lower the interest rate the 

higher he pays. Thus as can be seen in tables 1, 2, 3, the 30 year old investor who wishes to obtain $1,000,000 on 

retirement at age 65 pays a total of only 0.11 million dollars ($ 110,624.19) when the interest rate is 10% per annum 

but has to pay 0.45 million dollars ($ 459,653.87), when the interest rate is 4%. Thus with 4% per annum interest 

rate the investor has to pay more than four times the amount he or she pays when interest rate is 10% per annum. 
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Table 2: Investment Accumulated At 6% Per Annum 

Desired sum 
to accumulate  

$ 100,000.00 $ 1,000,000.00 $ 3,000,000.00 

Age of 
investor 

Monthly 
investment 

Total Monthly 
investment 

Total Monthly 
investment 

Total 

30 – 65 $ 70.19 $ 29,479.68 $ 701.90 $ 294,796.77 $ 2,105.69 $ 884,390.32 
35 – 65 $ 99.55 $ 35,838.19 $ 995.51 $ 358,381.89 $ 2,986.52 $ 1,075,145.67 
40 – 65 $ 144.30 $ 43,290.42 $ 1,443.01 $ 432,904.21 $ 4,329.04 $ 1,298,712.61 
45 – 65 $ 216.43 $ 51,943.45 $ 2,164.31 $ 519,434.54 $ 6,492.93 $ 1,558,303.62 
50 – 65 $ 343.86 $ 61,894.23 $ 3,438.57 $ 618,942.29 $ 10,315.71 $ 1,856,826.87 
55 – 65 $ 610.21 $ 73,224.60 $ 6,102.05 $ 732,246.02 $ 18,306.15 $ 2,196,738.07 
60 – 65 $ 1,433.28 $ 85,996.81 $ 14,332.80 $ 85,998.41 $ 42,998.41 $ 2,579,904.28 

 
Table 3: Investment Accumulated at 4% Per Annum 

Desired sum 
to accumulate  

$ 100,000.00 $ 1,000,000.00 $ 3,000,000.00 

Age of 
investor 

Monthly 
investment 

Total Monthly 
investment 

Total Monthly 
investment 

Total 

30 – 65 $ 109.44 $ 45,965.39 $ 1,094.41 $ 459,653.87 $ 3,283.24 $ 1,378,961.60 
40 – 65 $ 194.50 $ 58,351.06 $ 1,945.04 $ 583,510.56 $ 5,835.11 $ 1,750,531.66 
50 – 65 $ 406.36 $ 73,143.83 $ 4,063.55 $ 731,438.29 $ 12,190.64 $ 2,194,314.87 
60 – 65 $ 1,508.32 $ 90,499.13 $ 15,083.19 $ 904,991.33 $ 45,249.57 $ 2,714,974.00 

 
Tontines 

A tontine can be thought of as an arrangement with some friends to purchase a very long- dated bond. You agree to 
split the coupons as they get paid, but (and this is the key) if one of the friends dies, the coupons get split among the 
survivors. So, people that live a long time end up getting (very) large coupons, at the expense of those who died 
earlier. The financial economic idea is that it allowed investors to earn mortality credits without requiring an 
insurance company to guaranty anything.  -   Milevsky [4]. 
 
Why did tontines fall from favour? 
There are many reasons but primarily because they had been abused by the promoters as well as the taint associated 
with ‘benefitting’ from other peoples’ death. They have morphed into much more respectable products like pensions 
and annuities. And yet, many organizations offer tontine-like schemes (such as participating annuities) [4]. 

 
Annuities: Investments may also be in the form of life annuities in which the investor makes fixed annual payments 

until a given date, say, at age 65. This investment entitles the investor to the annual receipts of some fixed amount 
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from age 65 till the investor dies. The investment may also be a life insurance in which the investor makes fixed 

annual payments until the investor dies or attains a given age, say, age 65. This investment entitles the dependants 

(wife, husband, children, mother, brothers, etc.) to the receipt of a fixed lump sum when the investor dies. Table 4 

shows the annual premium payments of individuals who begin at varied ages to invest in a life annuity that entitles 

them to the annual receipts of $10,000 , $100,000, or, $500,000 , respectively from age 65 onwards for as long as 

they are alive. We assume an interest rate of 4% per annum and we have used the Commissioner’s 1941 Standard 

Ordinary Mortality Table. The box below illustrates the calculations involved in life annuity:   

 

A 30-year old individual wishes to invest annually for a life annuity that will enable him to receive $100,000 a year, 

the first payment to be made to him when he is 65. He will subsequently receive $100,000 each year for as long as 

he lives. He will pay for this policy by making 35 equal annual payments of $X, the first payment when he is 30 and 

the last payment when he is 64. This is the 35-payment net annual premium for a whole life annuity issued to an 

individual now aged 30. The net annual premium (ignoring service charges) is given by the formula 
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Table 4: Life Annuity Annual Premiums at 4% per Annum Interest Rate 

Desired 
annual 
receipts on 
retirement  

$ 10,000.00 $ 100,000.00 $ 500,000.00 

Equivalent 
monthly 
receipts on 
retirement 

$ 848.40 $ 8,483.95 $ 42,419.75 

Age of 
Investor 

Annual 
Premium 

Equivalent 
Monthly 
Premium 

Annual 
Premium 

Equivalent 
Monthly 
Premium 

Annual 
Premium 

Equivalent 
Monthly 
Premium 

30 – 65 $ 820.22 $ 69.59 $ 8,202.19 $ 695.87 $ 41,010.96 $ 3,479.35 
35 – 65 $ 1,107.22 $ 93.94 $ 11,072.23 $ 939.36 $ 55,361.15 $ 4,696.81 
40 – 65 $ 1,540.75 $ 130.72 $ 15,407.51 $ 1,307.17 $ 77,037.55 $ 6,535.83 
45 – 65 $ 2,241.22 $ 190.14 $ 22,412.24 $ 1,901.44 $ 112,061.19 $ 9,507.22 
50 – 65 $ 3,495.47 $ 296.55 $ 34,954.69 $ 2,965.54 $ 174,773.43 $ 14,827.69 
55 – 65 $ 6,176.99 $ 524.05 $ 61,769.86 $ 5,240.52 $ 308,849.31 $ 26,202.62 
60 – 65 $ 14,691.10 $ 1,246.39 $ 146,911.03 $ 12,463.86 $ 734,555.15 $ 62,319.29 
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There are some advantages and some disadvantages when one invests in life annuities as compared to investing in 

savings (like bonds, stocks, etc.). The advantage is that the money needed to invest in life annuities is much smaller 

than the money needed to accumulate with interest. Let interest rate be 4% per annum. If we compare a 30-year old 

individual who wishes to accumulate $ 2,000,000 at age 65 and hence will spend $ 100,000  per year of his 20 year 

retirement to a 30-year old individual who invests in a life annuity that will pay him $ 100,000 a year from age 65 

till his death, we find, from Table 3, that the former will need to invest  $26,242 each year whereas, from Table 4, 

the latter need only invest $ 8,202 a year.  Also the life annuity holder will continue to receive $ 100,000 each year 

for as long as he lives, even if he lives to be 95, whereas the other investor who relies on accumulated savings, if he 

is to draw $ 100,000 each year from his savings, as soon as the savings dries up, he will starve. The disadvantage in 

life annuity however is that once the investor dies, the investment is lost. His family cannot receive anything after 

his death even if he dies without receiving a dollar. 

 

III.  PENSION 
Retired workers support themselves either through pensions or savings. There are two major types of pension 

benefits: 

1. A defined benefit plan pays benefits from a trust fund using a specific formula set forth by the plan 

sponsor. In other words, the plan defines a benefit that will be paid upon retirement. The statutory 

definition of defined benefit encompasses all pension plans that are not defined contribution and therefore 

do not have individual accounts. 

2. Defined contribution plan: According to Internal Revenue Code, a defined contribution plan is an 

employer-sponsored plan with an individual account for each participant. The accrued benefit from such a 

plan is solely attributable to contributions made into an individual account and investment gains on those 

funds, less any losses and expense charges. The contributions are invested (e.g. in the stock market), and 

the returns on the investments are credited to or deducted from the individual’s account. Upon retirement, 

the participant’s account is used to provide retirement benefits, often through the purchase of an annuity.  
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Defined contribution plans have become more widespread over recent years and are now the dominant form of plan 

in the private sector. The number of defined benefit plans in the U.S. has been steadily declining as more employers 

see pension funding as a financial risk they can avoid by freezing the plan and instead, offering a defined 

contribution plan . 

 

3.1 Retirement Planning Specific to a Country such as Nigeria 

In the older years in Nigeria, people planned for retirement by producing plenty of children who would look after 
them when they got old, by building personal houses in their younger years which would accommodate them till 
death and by a system of village administration in which the old were at the top of the society.  These days, persons 
working with government and some company workers enjoy pension benefits while the self employed still use the 
older year method of ensuring personal comfort in retirement which often does not work. But recently, there have 
been some controversies surrounding pension payments in Nigeria as cases of unpaid benefits abounded. But the 
Nigerian government seems to have risen to the challenge with the 2004 Pension Scheme (and later the 2014 New 
Pension Scheme).“After an unpromising start, Nigeria is beginning to encourage local savings and investment. Few 
people in Africa are fortunate enough to have savings to fall back on in a voluntary state-run pension scheme, 
Stephen Okikiola was always luckier than most. But it was not until  it obliged firms with five or more employees to 
provide workers with pensions in 2004 that the former pharmaceuticals executive really started accumulating cash.  
“It is good to be able to rely on those monthly payments now that I am retired.’’ He says “Nigeria has spent a decade 
resurrecting its pension system. Back at the turn of the century, government employees were enrolled in a defined-
benefit system (in which eventually payments are fixed). It had run up unfunded liabilities of 2 trillion naira (S12.9 
billion). Governments seldom put aside enough money to pay existing pensioners, let alone to cover future costs. 
Retirees often went unpaid (and die without retirement benefits). Most private companies, meanwhile, ignored their 
obligation to provide pensions for their workers. At those that did, allegations of mismanagement and fraud 
abounded. All these changed with the reforms of 2004, which not only instituted mandatory pensions at most private 
firms, but also converted the government scheme from defined benefit to defined contribution (in which the risk of 
poor investment returns lies with the participants not the sponsor) [5]. 
 
 

IV. NATIONAL PENSION COMMISSION 
Pension Fund Administrators 
The new pension scheme requires pension funds to be privately managed by licensed Pension Fund Administrators 
(PFA’s). Pension Fund Administrators have been duly licensed to open Retirement Saving Accounts for employees, 
invest and manage the pension funds in a manner as the Commission may, from time to time, prescribe, maintain 
books of accounts on all transactions relating to the pension funds managed by it, provide regular information to the 
employees or beneficiaries and pay retirement benefits to employees in accordance with the provisions of the 
Pension Reform Act 2004. Before it is issued with an operating license, the PFA must be a limited liability company 
whose sole object is the management of pension funds. To discourage frivolous applications and to ensure 
credibility, such company must have a paid up share of N1,000,000,000 (about $4,500,000) and demonstrate 
professional capacity to manage pension funds and administer retirement benefits of the DG/Research and 
Cooperate Strategy Department/W) [6]. 
 
The Provisions of the New Pension Scheme in Nigeria (2004) include 
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1. The new pension scheme is contributory, fully funded, privately managed. Third party custody of the funds 
and assets are based on individual accounts. It ensures that everyone who has worked receives his/her 
retirement benefits as and at when due. 

2. The new pension scheme covers all employees in the public service of the Federation, the Federal Capital 
Territory (FCT) and the private sector of the economy. 

3. The new pension scheme is mandatory for all categories of employers and employees covered under the 
Pension Reform Act. 

4. An employee shall make monthly contributions of a minimum of 7.5% of the total emolument (i.e. monthly 
basic salary, transport allowance and housing allowance) into his/her RSA. 

5. The employer shall contribute a minimum of 7.5% of the employee’s total emolument (i.e. monthly basic 
salary, transport allowance and housing allowance) towards the retirement benefits of the employee. 

 

4.1  The New Pension Reform Act 2014 

On July1, 2014, President Goodluck Jonathan signed into law The New Pension Reform Act 2014 which repealed 
The Pension Reform Act 2004 (Repealed Act). Like the repealed Act, The New Pension Reform Act 2014 governs 
and regulates the administration of the contributory pension scheme for both the public and the private sectors in 
Nigeria. The commencement date is 1 July, 2014. Under the Act, the employer and employee are required to make a 
minimum of 10% and 8% respectively of the employee’s monthly emoluments (basic salary, housing and transport 
allowances). Unlike the PRA 2004 which only covered employment in the Public service of the Federation, the 
Public service of the Federal Capital Territory and the Private sector, the PRA 2014 covers employment in the 
Public service of the Federation, the Public service of the Federal Capital Territory, the Public Service of the States 
and the Public Service of the Local Governments as well the Private sector. The rate of contribution has increased 
from 7.5% + 7.5% in PRA 2004 to 10% + 8% in the PRA 2014. Unlike the PRA 2004 where an employer meant one 
employing 5 persons or more, in the PRA 2014, an employer is one employing 3 persons or more. However the 
PRA2014 failed to make any provisions to cover the employers themselves or political office holders and 
government appointees in the Contributory Pension Scheme. 
 

4.2  Getting Jump-Start on Retirement 
An important goal of your financial plan is to ensure that your family and dependents have enough income and 

financial security in the event of your incapacitation. Individuals and families who have steady savings have peace 

of mind when they look at their balances knowing that they are not likely to be financially embarrassed. 

Fortunately any person can plan to save for the future, no matter how small, to achieve a set target. According to 

Black Enterprise Magazine, (2000), there are a variety of methods to use in determining how much money you need 

to accumulate to survive life after regular income. These involve the following activities by you. 

(i) Set your retirement saving goal. If you expect your final working income before retirement to be X dollars 

($X) per annum, say, you will need at least 0.8X dollars ($0.8X) per annum to be fairly comfortable at 

retirement. 

(ii) Next figure out the retirement income per annum you and your family expect to have from pension and 

other such benefits. You should factor in here how much you currently have in savings and other 

investments and what the amount is likely to grow to by the time you eventually retire. Call this 

estimated income Y dollars ($Y). 
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(iii) Now subtract your estimated income, NY from your estimated retirement expenses, 0.8X dollars. Thus 

your income shortfall per annum is (0.8X – Y) dollars per annum. This means you will have to make 

up this difference with supplemental retirement savings. 

(iv) Once you have determined as shown above how much money you would need to save for retirement, 

identify specific retirement portfolios that you may invest in taking into account your current age as 

shown in the above tables, and ensuring you diversify your investment between such portfolios as 

stocks, bonds, securities, shares, etc, that have a track record of reliability and profitability. 

 

The key is having the right mix of stocks, bonds and cash.....different investment mixes are riskier than others and 
your tolerance for risks decreases with age [7]. Stocks, which are shares of ownership in a cooperation, provide the 
most juice for long term growth. But they are volatile, so they can lose you a lot of money in the short term. When 
you are young, the long term growth potential of stocks outweighs the risks. When you’re older, not so much. So 
you should scale down on your percentage of stocks in your portfolio over time.   
 .....                Bonds and cash are less risky but weaker in long term returns [7]. 
The old rule of thumb used to be that you should subtract your age from 100 – and that’s the percentage of your 
portfolio that you should keep in stocks. For example, if you’re 30, you should keep 70% of your portfolio in stocks. 
If you’re 45, you should keep 55 of your portfolio in stocks. If you’re 70, you should keep 30% of your portfolio in 
stocks etc [7]. The sooner you establish savings and investment strategies, the better your chances of avoiding a 
penurious retirement. These are strategies for generating savings which refer to money you stock aside and strategies 
for investment aimed at making your money grow. 

 

V.  RETIREMENT PLANNING STRATEGIES 

In order to plan your strategies, you need to first determine and know your net worth. To do this, list all your assets 

and liabilities on a worksheet such as shown in TABLE 5. Once you have done so, subtract all your liabilities from 

your total assets. 

Table 5: Net-Worth Analysis Worksheet 

What you own (Assets) What you owe (Liabilities) 
 Description Amount  Description Amount 
 Cash   Mortgages  
1. Cash on hand  1. Country Residence  
2. Checking Account  2. Country Home  
3. Saving Account  3. Others  
4. Money Owed to You     
5. Others     

 Personal Property   Consumer Goods  
1. Auto-mobiles  1. Automobiles Maintenance  
2. Household Furnishing  2. Home Improvement  
3. Clothes and Clothing  3. Education  
4. Antiques Collection  4. Food Expenses  
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5. Books  5. Utilities  
6. Jewelry  6. Others  
7. Others     
 Real Estate   Debts  
1. City Home  1. Debts to Individuals  
2. Country Home  2. Loans and Corporate Debts  
3. Landed Property  3. Others  
4. Others     
 Others Assets     
1. Stock, Shares, Equity in Business, 

etc 
    

2. Limited Partnership     
3. Money Owed to You     
4. Others     
          Net Worth 

                                         Total Assets             =  $ A         

                                         Total Liabilities        =  $ L        .        

                                          Net Worth               =  $ (A – L) 

 

To construct this table and obtain relevant data in practice, you may need to actually keep detailed data for about 

three months on both your income and expenditure. To get a clearer picture of your financial situation, you may 

select a given date for your assets and liabilities. It is best to select the end of a quarter or the very end of the year. 

Once you select a date, you can use the same date when you recalculate your net worth each year. If you are able to 

keep the date for up to one year, you may divide your annual expenses by 12 to determine how much on the average 

you spend each month. A similar division of annual total income would yield your average monthly income. The 

difference between these two would yield your expected net worth per month. The higher your net worth, the better 

off you will be. A low net worth or a negative one signals a need to build up some cash reserves for investing. 

Always try to identify areas where you can cut costs, save and use the savings for investment. Your goal should be 

to have a greater net worth every year; with the ultimate goal of financial security on retirement. 

 

VI. ANALYZING YOUR CASH FLOW 

 
However, identifying what areas to cut expenses is usually a difficult task. This situation is not helped by the fact 

that most people do not often have any money left for saving once all the bills are paid even though they also do not 

really know for certain exactly where the money is going or has gone. To help ascertain this, try to keep a spending 

diary for a month or so and jot down everything you buy or pay for; you may use a cash flow analysis worksheet to 

help you know exactly how your money is being spent. In its usual presentation,  the cash flow worksheet has two 

sections, one for sources of income, the other for monthly expenses as illustrated in table 6. 
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Table 6: Cash Flow Analysis Worksheet 

Monthly Household Income (Assets) Monthly Household Expenses ( Liabilities) 
 Description Amount(N)  Description Amount(N) 
 Salaries (Gross)     
 Income from:   Household  
1. Self Employment  1. Mortgage/Rent  
2. Part-time Employment  2. Utility: Bills (Phone, electricity, 

water, cable TV, etc 
 

3. Dividends, Interests, etc.  3. Home Maintenance  
4. Real Estate  4. Home Furnishing  
5. Others  5. Groceries  
   6. Household  
   7. Others  
    Clothing  
   1. Purchases  
   2. Repairs and Maintenance  
   3. Cleaning,  
   4. Laudary, etc  
    Transportation  
   1. Uato Purchase  
   2. Fuel  
   3. Repairs  
   4. Other  
    Social Services  
   1 Education   
   2 Taxes   
   3 Children   
   4 Medical Expenses  
   5 Charitable Contributions  
   6 Membership dues  
   7 Other   
Total Monthly Income $ I Total Monthly Expenses $ E 
 

FUNDS AVAILABLE FOR INVESTMENT (SAVINGS) 

Total Monthly Income                                        =   $ I  

Total Monthly Expenses                                     =   $ E  
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Funds Available For Investment (Savings)      =    $ (I – E) 

 

Be sure to track and categorize every expenditure you make. For weekly, quarterly, or other payments that are not 

normally made on a monthly basis, divide the annual amount you spend by 12, to get the expected amount you need 

monthly in the appropriate row of the worksheet. Finally, subtract your total monthly expenses from your total 

monthly income to obtain your monthly net income available for re-investment. In conclusion, it is generally agreed 

that one should not take too much risk in matters concerning investment but it is also of utmost importance that one 

takes enough investment risk to build sufficient assets to finance the kind of life style one wants in retirement. 

However, your answers to the following questions would enable you gauge your level of investment risk taking: 

1. Knowing that assuming risk means you can lose money, how much of your long term investment capital 

would you be willing to risk to increase the potential for higher returns?  (Check one) :  A. None   B.    Some      

C.    Most 

2. What is the maximum percentage drop in the value of your chosen investment portfolio you could tolerate 

over a one-year period?   (Check one)  :    A.    0%   B.   15%     C .   25% 

3. How would you rate your ability to tolerate the stress of investment volatility?      (Check one)     A.    Low      

B.    Average      C.    High 

4. If a stock fund/share you own loses 20% of its value in one month, would you  (check one)    A.     Sell      B.    

Hold      C.    Buy more shares 

5. Your Age :    .......................................... 

6. Your Sex:     M  (   )                   F   (   ) 

7. Your Highest Level of Education:    ............................................... 

8. Your Occupation:   ........................................................................ 

9. Your Place of Residence:   ............................................................. 

If you complete, detach and return the above short questionnaire to the present author. We would build an 

investment risk tolerance profile for the community for your future guidance and benefit. Thank you. 

Email address:   albertugwu56@yahoo.com 

Cyprian A. Oyeka, Professor of Statistics, Nnamdi Azikiwe University, Awka, Nigeria; 

Albert H. Ugwu, Senior lecturer, Dept. of Mathematics, Enugu State University of Science and Technology, Enugu, 

Nigeria. 
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