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INTRODUCTION

Bloomsbury Wealth’s withdrawal strategy 
aims to build on your financial plan by 
answering an important question when living 
or about to live off your assets:
Will your money outlive you or will you 
outlive your money?
Our aim is to put in place a sustainable distribution 
strategy from your cash savings, long-term 
portfolio and money purchase pension benefits 
to fund that part of your expenditure needs 
which is not met from other sources of income. 
It is designed to be a regular withdrawal strategy 
reviewed on an annual basis and which also 
takes into account investment returns and  
one-off capital requirements.

Warm regards,
The Bloomsbury Wealth Team
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SUMMARY OF STEPS
1)	 Minimum cash reserve - Determine a 

minimum amount of cash savings that 
provides you with peace of mind that those 
funds are always accessible if needed. These 
funds should not fall in cash value and can be 
used in emergencies or when taking a one-
off or higher withdrawal from your long-term 
portfolio would be unwise. 

2)	 Additional cash reserve – First add at least 
one year’s regular expenditure shortfall that 
would not be met from guaranteed sources. 
To that, add any funds that you need to fund 
anticipated capital expenditures over the 
next three to five years. Both help to prevent  
you from being a forced seller of  
long-term assets.

3)	 Determine exactly what constitutes your 
long-term portfolio that can be used for 
future expenditure needs. Do not include 
any investment earmarked for short-term 
legacies, business ventures or helping other 
family members.

4)	 Based on your financial plan, what is the 
level of regular expenditure that enables 
you to live the life that you want to lead and 
that is possible over the long term based 
on reasonable expected future investment 
returns from a portfolio that is in line with your 
risk profile?

5)	 Can your expenditure be met from the natural 
income which your investment portfolio is 
expected to provide together with your other 
sources of income? If so, the portfolio income 
can be paid out to you as it arises.

6)	 If not, use further analysis to determine 
what is possible and the potential for your  
long-term portfolio to provide for the level of 
expenditure that you wish to maintain.

7)	 Compare the results of 4 and 6 to 
reasonable starting withdrawal rates based 
on Morningstar’s ‘The state of retirement 
income’ studies. If in line with these, move to 
the next step.

8)	 Implement Bloomsbury’s ‘guardrails’ 
approach to manage and adjust the 
withdrawal amounts from your long-term 
portfolio on an annual basis. 

9)	 Bloomsbury will use its discretionary 
investment powers to liquidate assets if 
required to meet annual withdrawals and 
then rebalance the portfolio to ensure that 
your agreed asset allocation and level of risk 
are maintained.

10)	 Bloomsbury will assist with managing the 
tax implications of withdrawals from different 
tax wrappers and determining if and when 
annuity purchase should be considered.

11)	 Transfer the first year’s expenditure to a 
separate account (this may be a bank 
account or separate investment account, 
according to your preference) and set up a 
regular standing order for your requirements. 

12)	 Document your risk profile, portfolio, 
withdrawal strategy and any action 
to be taken in extreme market  
price downturns in an Investment  
Policy Statement.

13)	 Review annually.
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1.CASH  
RESERVE
Minimum 
The purpose of the cash reserve is to hold sufficient 
funds which will not suffer any fall in nominal value 
(i.e. excluding the effects of inflation) and which 
can be used to fund up to two years of annual 
expenditure to the extent that this cannot be funded 
from anticipated earnings, guaranteed pension 
income or another source of non-portfolio income. 
In this context, you need to decide on the level  
of cash reserve that you need and feel  
comfortable maintaining. 

Additional
The cash reserve also needs to hold sufficient 
funds to meet other anticipated capital expenses 
due over the next five years so that you are not 

forced to dispose of investments in your portfolio 
to meet anticipated expenditures at a time when 
investment markets may have fallen temporarily.
In addition to this we suggest adding one year’s 
expenditure not met from guaranteed sources 
which will then be topped up each year from 
portfolio withdrawals. This should enable you to 
finish the year with your minimum cash reserve still 
intact and to ensure that regular withdrawals from 
your long-term portfolio are sufficient to maintain it.
In years of significant market downturns and/or 
unforeseen capital expenditure, your minimum 
cash reserve can be used to avoid being a forced 
seller of your long-term portfolio. 

The Bloomsbury Wealth Guide to Portfolio Withdrawal Strategy
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2.LONG-TERM  
PORTFOLIO 
Any investable assets that are in excess of your total cash reserve and are not earmarked for any other 
short-term objective such as helping family, legacies or business interests. 
If the natural income from your long-term portfolio, in conjunction with other income sources, can meet your 
expenditure needs, then this can be taken as it arises to eliminate any shortfall.
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3.GUARDRAILS  
WITHDRAWAL PROCESS 
DETERMINING THE STARTING 
WITHDRAWAL RATE

1)	 You do not have any idea how long you’ll be 
living off your assets, i.e. we do not know 
how long we are going to live. If we did, our 
financial planning would be easy and we could 
conveniently die with only £1 left in the bank! 

	 In our financial plans, we currently assume 
that you will live until the younger of you is 
aged 99.

2)	 No one knows what the markets will do. All 
we know is that at times they will go up and 
at other times they will go (sometimes a long 
way) down. In reality, our financial journeys 
are a little like starting without knowing the 
distance to our destination and with no map 
on how to get there.

	 As we, you, or anyone else do not know 
the length of the rest of our lives or how the 
markets will respond to future events, we 
suggest implementing a sensible, evidence-
based process to determine a starting rate of 
withdrawal from your long-term portfolio and 
adjusting this as we go based on both your 
future needs and actual portfolio returns. 

	 This needs to be used alongside your cash 
reserve and other income to meet your  
future needs. 

When it comes to your life, running out of money is never an option. That said, unless it is your intention, 
leaving behind a huge store of wealth is also not a great result either and may mean that you have not lived 
your best life. 
As such, most people need a strategy that keeps them somewhere in between the two outcomes, no 
matter what. However, there are two major unknowns that make this very tricky.

The Bloomsbury Wealth Guide to Portfolio Withdrawal Strategy
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1) 	 Financial plan and analysis 
	 We will help you to decide what level of 

expenditure is needed to meet your lifestyle 
needs and to give you the life you want to lead.

	 First we answer the question, ‘What amount 
of expenditure has to be met from your long-
term portfolio?’ By this we mean expenditure 
that is not met from guaranteed sources 
or from other income such as earnings or 
rental income.

	 The answer can then be stress-tested to 
see whether it is possible based on both 
future expected returns and historical actual 
returns over different time periods. This helps 
to determine the likelihood of you having a 
successful investment experience and, most 
importantly, being able to live your life free of 
money worries. 

	 Included in your financial plan will be any 
anticipated one-off capital expenditures and 
any legacies that you wish to leave.

2) 	 Compare the results from your financial plan 
and analysis with independently-tested 
starting withdrawal rates. 

	 The withdrawal rate needed, as determined 
by your financial plan, can then be compared 
to independently researched withdrawal 
rates for different asset allocations to 
see whether it is reasonable based on 
the asset allocation of your portfolio 
(the latter being determined by your  
risk profile).

	 We use Morningstar’s ‘The State of 
Retirement Income’ studies, which publish 
research on rolling 30 year period lifetime 
withdrawal rates by asset allocation. 

	 We then take off the financial planning and 
portfolio fees that apply to you 

Process for determining starting withdrawal rate

3) 	 Choose a starting withdrawal amount that 
meets your goals whilst also being sensible 
based on robust analysis.

	 The withdrawal rate (calculated from your 
withdrawal amount) needed will determine 
whether your portfolio’s natural income will be 
sufficient to meet your needs or whether a higher 
withdrawal is needed. If higher withdrawals are 
needed, our ongoing withdrawal process will 
be utilised to reduce the risk of you running 
out of money. This will be documented in your 
Investment Policy Statement (IPS) and takes 
into account taxes and your preference for 
how you receive withdrawals – this may be in 
the form of a regular monthly amount or an 
annual distribution. 
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A ‘guardrails’ approach is used so that in a normal 
environment, a higher starting withdrawal amount 
and rate based on your portfolio value can be used 
if you are willing to be a little bit flexible. 
We establish upper and lower limits that are 
respectively 20% above and 20% below your 
starting withdrawal rate. These guardrails are 
nothing more than a range within which you should 
aim to stay and are used to determine whether or 
not your subsequent withdrawal amount needs to 
be adjusted by up to 10% in either direction.
Each year, we will take the following steps:
1)	 If your portfolio value has risen, we adjust your 

withdrawal amount to allow for the impact of 
general price inflation, as measured by the 
consumer price index (CPI).

2)	 Calculate the current withdrawal rate based 
on your total portfolio value.

3)	 Assess the new rate against the +/-20% range.

4)	 If within the range, no further changes are made.

5)	 If outside the range, the withdrawal amount is 
adjusted +/-10% to bring it back towards the 
median rate.

6)	 If your portfolio value has fallen over the 
year but the withdrawal rate is still within the 
guardrails range, then the withdrawal amount 
is maintained with no inflation increase. 

4.BLOOMSBURY’S ONGOING  
WITHDRAWAL PROCESS
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The best way to describe this ongoing process is to use an example:

The Bloomsbury Wealth Guide to Portfolio Withdrawal Strategy

A couple has £1.7m of total savings and investments invested in a portfolio with a 60% exposure 
to growth assets in accordance with their risk profile. In order to live the life that they wish to live 
and to maintain financial independence (the freedom to choose whether or not to undertake paid 
work), they need a total annual cashflow of £80,000 after any taxes.
They have £20,000 of guaranteed net income from defined benefit pensions, so their portfolio 
needs to generate £60,000pa.
A total cash reserve of £200,000 is agreed to be held to provide next year’s expenditure that is not 
met from guaranteed sources (£60,000), two years’ further expenditure (£120,000) as a minimum 
reserve and the anticipated costs of fitting solar panels to their home during the next three  
years (£20,000).
This leaves a long-term portfolio of £1.5m, for which £60,000pa equates to a withdrawal rate 
of 4%pa. This is at the top of the range in terms of sustainability, given costs and taxes, but is 
deemed possible and results in a 20% range of between 4.8% and 3.2%.
Once a year, following a discussion at their annual progress meeting, a strategic withdrawal of 
£60,000 can be paid from their long-term portfolio from any accumulated income and capital 
based on a withdrawal rate of 4%. 
This level of withdrawal will continue each year and be adjusted for inflation in years of positive 
portfolio growth using CPI. 
We then check what their withdrawal amount would be as a percentage of their portfolio (the 
withdrawal rate). So long as their withdrawal rate stays between 4.8% and 3.2% (a total portfolio 
value between £1,250,000 and £1,875,000), a +/-20% change in the withdrawal rate based on 
the portfolio value at the start of the year, then no changes are needed.
If the withdrawal rate is now above 4.8% based on the portfolio value, we would reduce the 
withdrawal amount by 10%. If it’s below 3.2%, we would increase the withdrawal amount by 
10%. Changes to the withdrawal rate could be due to negative or positive market returns, one-off 
withdrawals, or additions to the portfolio during the year.
Thirdly if the withdrawal rate is within the range but their portfolio lost money compared to the year 
before the inflation increase to the withdrawal amount is not implemented. 
The annual withdrawal will be maintained at the new level until next year, when the rate is checked 
again and compared to the range detailed above. 

This process helps to ensure that you are able to enjoy your wealth and not leave too much of it unused. 
By being willing to tighten your belt during the bad times, you can safely take more income during the 
good times if you wish.

We believe that this is preferable to sticking to a fixed withdrawal rate that might, given that future returns 
are unknown, turn out to be either too low or too high. By formulating a policy in advance, documenting 
it and sticking to it, you know what will actions you will take each year even as the value of your  
portfolio fluctuates.



Page 11

Your long-term portfolio’s asset allocation is based 
on your risk profile, which we agree with you by 
discussing three areas:
•	 Your emotional tolerance of risk, as identified by 

the FinaMetrica risk assessment;
•	 Your financial capacity to absorb either a 

permanent loss of capital and/or prolonged 
lower than anticipated investment returns and

•	 Your financial need to take risk, as indicated by 
the cashflow analysis and to be confirmed once 
this has been updated and finalised.

When portfolio withdrawals are taken, your  
long-term portfolio is rebalanced back to the  
agreed asset allocation, being split between 
defensive (short-term global bonds) and growth 
(equitiy) assets. 

When the long-term portfolio falls in value due to 
market movements, as it will from time to time, 
your expenditure needs can initially be met from 
your cash reserve. Should further withdrawals 
be necessary, these would normally be taken first 
from the defensive component of your long-term 
portfolio, as this is likely to have fallen less than the 
growth component.
Using the defensive assets to provide your needs 
in future years or until the growth assets recover 
enables your agreed asset allocation to be 
maintained by drawing initially on the assets that 
have held their value better. This is the reverse of 
what happens when rebalancing after cash has 
been added to your portfolio, when the new cash is 
used to purchase which are underweight relative to 
the model.

The Bloomsbury Wealth Guide to Portfolio Withdrawal Strategy

5.PORTFOLIO ASSET 
ALLOCATION 
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Bloomsbury will recommend on an ongoing basis from which accounts capital withdrawals from your portfolio 
should be taken based on your circumstances and the tax rules at the time.
Although Bloomsbury does not provide tax advice, we can liaise with your other advisers and can provide 
guidance on tax issues, provide an annual tax report for income and capital gains and help obtain more 
specialised tax advice if needed. 

6.TAX  
WRAPPERS
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If you would prefer any annual capital distribution to 
be in the form of monthly payments, Bloomsbury 
will employ a separate investment account (which 
is not subject to our fees) and move the first year’s 
expenditure needs to this. The agreed regular 
monthly amount will then be paid from there to 
your linked bank account.
Alternatively, you can hold your first year’s 
expenditure needs in a savings account of your 
choosing and draw down from this as needed 
throughout the year. 

The Bloomsbury Wealth Guide to Portfolio Withdrawal Strategy

7.IMPLEMENTATION
Whichever method is your preference, Bloomsbury 
will then discuss this with you on an annual basis 
and top up the account as required from your 
long-term portfolio based on the above ongoing 
withdrawal process.
For your withdrawal strategy to work and to take 
you through the tougher times, you must be willing 
to receive a reduced level of withdrawals when 
portfolio returns have been negative and/or rely on 
your cash reserve until asset prices have recovered. 
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Even though you agreed to your strategy once, it does 
not mean you will always be able to act consistently 
with the agreement, especially as it might have been 
made several years earlier. While it is easy to plan a 
strategy of limiting your expenditure in a hypothetical 
situation, implementing it if that situation arises can 
be more difficult. Life gets in the way and human 
nature can take over. In order to help with this, we will 
draft an investment policy statement confirming the 
agreed withdrawal strategy and review and agree on 
the approach in each annual progress meeting (your 
Prosperity Roadmap Update meetings). 
We will talk about what you might change in your 
lifestyle to accommodate any reduction, so that if 
you do have to move to that reduced cashflow, you 
know exactly what that looks like and exactly what 
to expect.

You will also need the discipline to ‘stay the course’ 
when your emotions are telling you to take a different 
path. Our process will help you with this aspect of 
human behaviour, which is typically the hardest part 
of the equation.
The best way to keep you on track with your financial 
goals during your spending phase of life, regardless 
of your current concerns or what is going on in the 
news, is to put in place and document a strategy 
that you are comfortable to follow and then to review 
it annually. 

8.HOW TO MAINTAIN  
A SUCCESSFUL 
WITHDRAWAL STRATEGY – 
DOCUMENT AND REVIEW
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ABOUT  
BLOOMSBURY
Bloomsbury Wealth is a multi-award winning specialist wealth management 
and financial planning branch of Raymond James Wealth Management Limited 
based in London led by Charles Wood and Robert Lockie.

Email: truewealth@bloomsburywealth.co.uk Phone: 020 4502 4560

We specialise in helping successful business people and their families to overcome the challenges involved 
in managing significant wealth. We act as personal wealth advisers to a select number of families with 
complex affairs to deliver tangible and substantial value. This gives our clients the confidence of knowing 
that they can achieve all that is important to them in life.

To arrange an introductory telephone call with one of our friendly and experienced planners or if you would 
like more details on any of the subjects mentioned in this document please contact the Bloomsbury Wealth 
Marketing Department:

Disclaimer:
This document is intended for informational purposes only and no action should be taken or refrained 
from being taken as a consequence of it without consulting a suitably qualified and regulated person. 
It does not constitute financial advice under the terms of the Financial Services and Markets Act 2000. 
It is not an offer to sell, or a solicitation of an offer to buy, the instruments described in this document. 
Interested parties are advised to contact the entity with which they deal, or the entity that provided this 
document to them, if they desire further information. The information in this document has been obtained 
or derived from sources believed by Bloomsbury Wealth to be reliable but Bloomsbury Wealth does 
not represent that this information is accurate or complete. Any opinions or estimates contained in this 
document represent the judgement of Bloomsbury Wealth at this time, and are subject to change without 
notice. Certain investments carry a higher degree of risk than others and are, therefore, unsuitable for 
some investors. The value of investments, and the income from them, can go down as well as up, and 
you may not recover the amount of your initial investment. Where an investment involves exposure to a 
foreign currency, changes in rates of exchange may cause the value of the investment, and the income 
from it, to go up or down. Tax treatment depends on an investor’s individual circumstances and may be 
subject to change.
Your capital is at risk when investing. Past performance is not indicative of future results and no 
representation is made that the stated results will be replicated.

USE OF MORNINGSTAR DIRECT© DATA
© Morningstar. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or 
its content providers; (2) may not be copied, adapted, or distributed; and (3) is not warranted to be accurate, 
complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or 
losses arising from any use of this information, except where such damages or losses cannot be limited or 
excluded by law in your jurisdiction. Past financial performance is no guarantee of future results.

mailto:truewealth%40bloomsburywealth.co.uk?subject=


For further information please get in touch 
with your usual Bloomsbury contact, 
telephone 020 4502 4560 and ask for a 
member of the wealth team or alternatively 
email truewealth@bloomsburywealth.co.uk

Bloomsbury Wealth
30 Crown Place
London
EC2A 4BT
United Kingdom

bloomsburywealth.co.uk

T: +44 (0)20 4502 4560
E: truewealth@bloomsburywealth.co.uk

Bloomsbury and Bloomsbury Wealth are trade names of Raymond James Wealth Management Limited 
(Raymond James). Raymond James Wealth Management Limited is authorised and regulated by the 
Financial Conduct Authority and is a member of the London Stock Exchange, registered in England and 
Wales No. 1903304. Registered office: Ropemaker Place, 25 Ropemaker Street, London EC2Y 9LY.


