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Retirement Need Not Be Financially Tiring 
 
Three years ago, a global organization conducted a study covering 26 countries including the Philippines, which 
aimed to assess the retirement outlook of its respondents. 1The respondents were divided into two groups: 1) 
those aged 25 to 49 years old and still working and, 2) the retirees aged 50 to 75 years old.  The study showed the 
following: 
 

1) 95% of the total Filipino respondents believed that the government should be their primary source of 
retirement income.  This is higher than the 80% average for global respondents. 

2) 80% of the total Filipino respondents believed that their employers should provide for their retirement 
needs while the global average only stands at 60%. 

3) Only 50% of the total Filipino respondents believed that they need to have an individual retirement plan 
while 70% of the global respondents believed that they need to prepare for their retirement themselves.  

   
The statistics mentioned above shows that Filipinos have not really given much thought on their life after 
retirement. Most Filipinos rely on their employers' retirement plan and/or provident fund to sustain them after 
retirement.  Not many even bothered to compute if their retirement package will be enough to provide for their 
needs for the next 15 to 20 years after retirement. 
 
Recently, we came to know of a retired couple who had about P5 million in their retirement fund and comfortably 
invested this in Special Deposit Account (SDA) which earned a net interest of 3.25% per annum (p.a.). They were 
contented with their interest earnings until they realized how inflation has slowly eroded the value of their money. 
Conscientiously working on their monthly budget, they saw how expenses grew while their interest earnings were 
not able to cover the price increases. Slowly, their expenses were eating into their nest egg. Over the past ten (10) 
years, the average inflation stands at 5.2% and thus it is easy to see why their interest earnings could not keep up 
with the increase in their expenses.2 

 

Clearly, we should consciously plan for our retirement and here are some guides: 
 

1. Decide and Take Action NOW - Filipinos have this "Mamaya na" habit that often deter us from achieving 
most of our life goals.  Get rid of procrastination.  We should start investing for our retirement as early as 
possible to take advantage of the power of compounding. 

 
2. Know Thyself and Diversify - Each individual will have a different attitude towards risk. All investment 

decisions should be guided by one's risk profile, investment objective and investment horizon. However, 
in any investment decision, our goal should be to at least beat the rate of inflation. As shown above, 
putting all our money in a money market security earning about 3% p.a. will not be able to do the trick. 
We need to allocate our resources in various asset classes in order to increase the income potential while 
spreading the risk. Below is our recommended portfolio allocation for the various types of risk profile. 

   
Moderately Moderately

Risk Profile Conservative Conservative Aggressive Aggressive

Capital 

Investment Objective Preservation Income Balanced Growth

Investment Horizon up to 1 Year 1 - 5 Years 5 to 7 Years > 7 Years

PORFOLIO ALLOCATION
Cash and Cash Equivalents 100                     20                                     10                      5                     

Fixed Income -                      70                                     70                      65                   

     Peso -                      60                                     60                      55                   

     Global -                      10                                     10                      10                   

Equities -                      10                                     20                      30                   

     Peso -                      10                                     10                      20                   

     Global -                                    10                      10                   

T O T A L 100                100                           100               100             



 

 
This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit 
Insurance Corporation.  Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

 
3. "Pay Yourself First"

3
 - This is a phrase popularized by Mr. Robert T. Kiyosaki, in his book Rich Dad, Poor 

Dad, to emphasize the power of self-discipline. We need to force ourselves to regularly set aside an 
amount for our retirement. This can be practiced with ease through BPI's Regular Subscription Plan (RSP). 
The RSP allows us to automatically make monthly or quarterly contributions to the investment funds of 
our choice. 

 
4. Think Long-Term - For some of us who have at least PhP 1.0 Million to invest, we may take advantage of 

tax-exempt investment vehicles such as the Long-term Living Trust (LLT) or the Long-term Investment 
Management Account (LIMA). The LLT and LIMA can provide tax-exempt interest income for investments 
held in the account for at least 5 years and 1 day. This can provide us as much as 20% tax savings! 
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3 Kiyosaki, Robert T., "Rich Dad, Poor Dad," pp.223-230 

 


