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MONEY MATTERS
IS IT POSSIBLE TO BOOST YOUR PENSION AT THE 11th HOUR?
My last article 'Can you afford to retire in Bali - or anywhere else for that matter?' addressed a subject that people tend to see as a non-priority issue – until faced with the reality of imminent retirement. It might not hit some people until they reach their 55th or even 60th birthday, by which time the options for rectifying any failure to plan are limited.

The 'frozen pensioners' of Bali
There are many British retirees in Bali whose UK pensions were frozen from the day they left the UK, some going back 20, 30 years or even longer. And this after paying their contributions in full during their working lives to a national insurance fund. Many have reached a point of no return; they cannot go back to their home country due to infirmity, local family reasons or loss of family links in the UK. But for people in this group help is at hand. If you are not already a member I can put you in touch with the leader of a local action group in Bali who has made a strenuous effort to add Bali's voice to a growing campaign to unfreeze the pensions.  If you are one of the 'frozen' ones you can help yourself and others by joining the group.

Pensions now a major global issue
Pensions are not just an issue for Brits in Bali. At the time of writing much of France, and particularly Paris, have been brought to a standstill by a strike of transport workers protesting at proposed changes to their retirement age and pensions. Governments worldwide are faced with the demographic dilemma of a shrinking workforce funding benefits for a rapidly growing number of retirees. 

The situation is much worse for expats
Westerners in their home countries are struggling to make ends meet in retirement. But most still have access to a social safety net that provides shelter, food and care for destitute pensioners, although the number of homeless people is still reported to be climbing in some of the richest countries. 
Expats however in countries like Indonesia have no safety net other than their own network of family and friends. While we can sympathise with those whose pensions have been frozen there are some people who have no pension at all! This is because company retirement plans are not usually available to those working overseas. The teaching profession and hotel industry are typical examples. Left to their own devices some will have taken out personal pensions but many have not. 
How big a pension pot do you need?
First you need to estimate how much you will need to live on. If you have a lump sum nest egg how much income will it generate? The harsh reality is that if you wish to minimise risk it will produce barely 2% per annum, the return you would get on a ‘safe-haven’ US Treasury Bond. So a savings pot of $100,000 would generate a return of only $2,000 a year. You could use the sum to buy an annuity but those rates are very low too as they are based on bond rates. And the annuity would die with you whereas the bonds would pass to your estate. 
Pension pot not big enough, so what do you do?
Let's say you have reached the age of 50 or 55, have failed to build up an adequate pension so far but still have another 10 years' or so of work ahead of you to put things right.
The first thing to understand is that starting a pension plan at 50 is going to cost you several multiples of what it would have cost you monthly had you started say at age 30. Which means that sacrifices have to be made in terms of spending and lifestyle. It's not easy if you enjoy the good life and think that you should spend your money while you are relatively young in the mistaken belief that you can't have so much fun when you are older. If you believe that you should join the Bali Hash House Harriers and see how some of the septuagenarians can whoop it up!
But the big question now is HOW do you save at your age? 
Firstly you need to know what you MUST NOT do
Once you have decided on a target savings figure to reach by the time you are say 65 it is very tempting to look for high returns that will help you quickly reach the target. That is a recipe for disaster. You should bear in mind at all times that there is a direct relationship between risk and return. If you see an investment product that offers 10% per annum ‘guaranteed’ avoid it like the plague. A 'guarantee' is only as good as the value of the underlying asset and you can easily lose all your money.
Recently I was shown a promotion for a 'fantastic' share opportunity in a new innovative start-up company. This may be how Apple or Microsoft got off the ground. But for every Apple or Microsoft start-up there are hundreds of failures. If you are extremely wealthy you can try your luck with your ‘play’ money but it is not the place for retirement savings. 
So be warned; if you are desperately saving to boost your pension it is not the time to be taking risks.

Do avoid the traditional life company regular savings plans that lock you in for at least ten years. They are OK for younger investors who have decades of earnings ahead of them, but if you are already in your 50s and you are forced to abandon the plan early you risk losing up to half the money you have put in due to the high charges and penalties.
So how can you safely build up your pension?
Cash is not a good long-term investment but it is still wise to build up healthy cash reserves for short term needs and contingencies. If you are going to remain in Bali then no harm in saving some Rupiah as you will get a higher interest rate but keep in mind the likelihood of it losing value in time against major currencies.

For real growth you need to invest in a blend of stocks, bonds and commodities. Diversification is the key to keep the risk level in check but it is important to see this key part of your investment as a medium to long term one. There is still risk of losses in a timeframe of less than five years.

More popular now than life company products are 'platforms' or investment accounts where you can hold a mixture of cash, stocks, funds or whatever with modest charges and full flexibility to withdraw cash at any time without penalty. These can be treated as personal pension plans over which you have complete control. 
I haven't touched on investment property as a means of boosting retirement income as it could be a risky investment late in life and hard to turn into cash when you perhaps you most need it. But it is OK for diversification provided you have other assets that are more liquid.
Conclusion
With the wisdom of hindsight most retirees probably wish they had put more aside for retirement. But it’s easy to forget the financial pressures of early and mid-life. Quality of life in retirement is far from our thoughts until the time arrives. But if you have time left to improve that quality make the most of it!
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