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Accumulation to Utilisation 
 
As financial planners, we recognise three generic phases of planning as we move 
through our adult lives. These are the accumulation phase, the utilisation phase and the 
preservation phase. 
 
Firstly, we accumulate wealth, then we start to use it and finally, we seek to preserve 
some of it for future generations. 
 
Helping our clients to transition from one phase to the next is one of the most  
fascinating, challenging yet enjoyable elements of our role. 
 
In this month's newsletter, we are going to look at the transition from the accumulation 
to the utilisation phase and consider the challenges which arise and how best to plan for 
them. 
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From Accumulation to Utilisation 
 
During the accumulation phase, the aim is to  
increase our capital as efficiently as possible by 
saving surplus income and by making prudent 
investment decisions. The focus of this phase is 
to accumulate sufficient wealth so that the need 
to continue to accumulate no longer exists.  
 
For most of us, this point in time is called 
“retirement”.  
 
It sounds very simple and we are all very familiar 
with the concept of retirement but there are many 
challenges involved in retiring which we consider 
below. 
 
The challenges 
 
· A change of mind-set 
 
The accumulation phase for most of us will last 
for forty or more years. During this time, our  
natural thought process is to try to earn enough 
both to meet our current spending needs and to 
create some extra income which can be saved to 
start building our capital base. 
 
It is very difficult to one day decide that we will no 
longer worry about squirrelling money away and 
that, instead, we will start to spend. This change 
of mind-set can cause worry and  uncertainty. 
How can we best deal with this? 
 
· Life expectancy 
 
How long will the utilisation phase be?  
 
As Benjamin Franklin allegedly said, there are 
two certainties in life, death and taxes. However, 
the great uncertainty which makes financial  
planning so fascinating is the date of death. If we 
knew when we were going to die, planning would 
be so much easier.  
 
We will all have our own views about when we 
might die based on statistics and our own family 
history but how do we plan when we really have 
no way of knowing? 

· Economic considerations 
 
Another great unknown is the future economic 
climate and, importantly, the future rate of  
inflation.  
 
When we are earning, inflation is not so much of 
a worry because our earnings tend to grow with 
inflation, but when we stop working, we can  
become a passive target for the ill effects of  
inflation.  
 
How do we know we have enough and that we 
will not exhaust our funds? 
 
These challenges can seem quite daunting and 
can create worry and concern. 
 
The solutions to these challenges 
 
Based upon our experiences as financial  
planners, the most effective way of managing 
these challenges and, therefore, feeling  
confident and comfortable about our future  
financial security throughout the utilisation phase 
is to plan and then to regularly monitor and  
review the plan. As the adage goes, ‘if you fail to 
plan, you plan to fail.’ 
 
What should be the key planning  
considerations? 



· Picture the future 
 
As we tend to over-emphasise because of the 
importance we place upon this, an essential  
element of the planning process is to set aside 
the time (it will take focused time) to dream about 
the future and to record how we think and hope it 
will look. It is interesting how rarely people do this 
when left to their own devices so we feel that it is 
an essential part of the value we add to our  
clients. 
 
Although we cannot know for certain what will 
happen in the future, it is uncanny how often the 
reality will match the aspiration. If we have a  
reasonably clear picture of what we wish to 
achieve and when, it will help beyond measure 
with our future financial planning. 
 
· Exaggerate future outgoings and under-

estimate future income 
 
It is sensible to build an element of slack into any 
plan and this step will achieve this. 
 
For example, we may be planning some  
improvements to our home in the next year or so. 
Most of us will have had some sort of experience 
of this and most of us will know that the building 
costs are very often greater than we had planned. 
Therefore, be aware of this and add something to 
the quotations received. 

This may seem rather simple and straightfor-
ward advice but it will often be the reason why 
people get into financial difficulty. Similarly, be 
pessimistic about the future income we might 
receive from pensions and investments and 
budget accordingly. 
 
· Stick to the budget 
 
Need we say anymore!? 
 
· Don’t keep too much on deposit 
 
Depositing money in cash savings accounts  
ensures that our capital cannot fall in value and 
that we can access our savings at short notice. 
However, historically, the net returns from cash 
deposits have struggled to keep pace with  
inflation. 
 
So, having funds on deposit can provide us with 
peace of mind but our savings are likely to  
struggle to maintain their spending power. This 
may have a damaging impact on our finances in 
the long term. 
 
Therefore, we should think very carefully about 
how much of our savings we keep on deposit. It 
is prudent to keep sufficient to cover the cost of 
any emergencies that might arise and to cover 
the cost of planned expenses which will arise in 
the next 2 to 3 years as capital security will be 
important. However, it is always worth bearing in 
mind that our savings on deposit are not working 
very hard for us. 
 
· Invest wisely 
 
In our opinion, investing wisely involves the  
following: 
 
· understanding how much of our savings are 

available for investment and when and how 
we are likely to want to access these  
investments. The above steps should help us 
to achieve this. 

 
· understanding our attitude to investment risk 

and investing accordingly. 
 
 



· Review regularly  
 
We should now have : 
 
a. a clear picture of what we hope the future will 

look like,  
b. an indication of our likely income and  

expenditure in the future so that we can  
budget, 

c. secure cash savings earmarked to meet short-
term expenses and 

d. an investment portfolio which is suitably  
invested to enable us to achieve our unique 
longer-term objectives, 

 
The final planning consideration is to establish a 
formal commitment to monitoring and reviewing 
the overall situation on a regular basis; we would 
suggest at least once a year. This should enable 
us to check our future objectives, our budget, our 
cash deposits and our investment and pension 
portfolio to see what, if any, changes have  
occurred. Our plan can then be updated as  
required. 

Summary 
 
We hope this newsletter has been an interesting 
read. We appreciate that a lot of what we have 
said is simple common sense but we all know 
how simple common sense can be overlooked. 
 
In next month’s newsletter, we will look at the 
transition from the utilisation phase to the 
preservation phase when we start to think how 
we can preserve how wealth for future  
generations. 



Market Value at the 
start of 2017 

Current 
situation   Comments 

Interest Rates 
(BOE base 
rate) 

0.25% 0.25% at 
30.06.17 The Bank of England Base Rate remains at 0.25%. 

House Prices 
(Nationwide) 

House prices 
increased by 
4.5% in 2016 

The annual 
change in 

house prices 
is 3.1% at 
30.06.17 

Prices rose 1.1% month-on-month in June, reversing 
the previous three months’ falls. 
Annual house price growth rises to 3.1% 

UK Share 
Prices 
(FTSE 100) 

7142.83 
7,312.72 

at the close on 
30.06.17 

 
The FTSE 100 fell in value by 2.76% in June reversing 
the previous months’ gains.  
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