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The first 12 months 
of retirement
What nobody tells you about 
the year after you stop work

Who this guide is for?

People within a year either side of retiring. If you have just stopped work, or are about to, this 
covers the practical and emotional ground that catches most people out.

What’s inside
1. The emotional and identity shift

2. The spending spike

3. Contributions don’t stop

4. Starting your pension

5. Managing cash flow

6. Watching your balance fall

7. Your house might not suit you anymore

8. Applying for all the benefits
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Before we start
Why your first year Is critical

The day you retire feels like a finish line. But emotionally and financially, it can actually be the most 
fragile period of your retirement. After working with hundreds of retirees, I see time and time again 
just how challenging the first 12 months can really be. Here’s what nobody tells you.

1.

Retirement arrives with an unexpected cost: your identity. For decades, your job has defined how 
you spend your time and, more importantly, how you see yourself. Suddenly you have enormous 
amounts of spare time, but with it comes a loss of the importance and value you derived from work.

Did you transition gradually or go straight to full retirement? This matters more than you’d think. Those 
who stop working overnight often experience a more pronounced identity crisis than those who 
reduced their hours gradually. Your brain needs time to adjust.

At the same time, your expenses change, often in unexpected ways. Some costs drop dramatically: 
no work clothes, no commute, no lunches out. Others spike: you finally have time to travel, to pursue 
hobbies, to spend on interests you couldn’t afford time for before. And then there are the brand new 
expenses: golf club memberships, grandchild care, home renovations you’d been putting off.

The identity shift goes deeper than schedule. If your spouse already retired before you, they’ve 
already carved out their own routine. Suddenly you’re both home all day. You need to figure out 
how to be retired together. Do you have hobbies? Activities planned? Will you travel together 
or separately?

The imperative is to control your calendar, not the other way around. Retirement is when your time 
finally belongs to you, use it intentionally.

The emotional and identity shift

2.

Jobs kept us from travel. They kept us tethered to one place, to regular routines, to the necessity 
of ‘just getting through the week.’ The first thing most retirees do is travel, and as an Australian, 
that’s expensive.

Whether you’re buying a new van and 4WD to explore the Outback, or flying to Europe to finally tick off 
your bucket list, costs rack up quickly. A typical extended European holiday for a couple can easily run 
$20,000 or more. And that’s just one trip. Many retirees take two or three major trips in their first year.

Have you budgeted for this spending spike? 

Most haven’t. The question isn’t whether you should travel, retirement is the time for it. The question 
is: what impact does this have on your annual retirement income? If you’re drawing $100,000 a year 
and spend $30,000 on travel in year one, you’ve just spent 30% of your year’s budget. That needs to 
be deliberate.

Understand your retirement expenses
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3.

Most retirees believe that once they stop working, they can’t contribute to superannuation. This is one 
of the biggest misconceptions we see.

The truth is you have several powerful contribution options available to you:

•	 Non-concessional contributions are available until age 75, with no work test required.

•	 If you sell assets, downsize your property, or have other savings, you can put those funds back 
into your superannuation, a tax-effective environment. The amount you can move into a tax-free 
pension is capped by the transfer balance cap, which is $2.1 million in 2026-27.

•	 Concessional contributions are capped at $32,500 per year in 2026-27. If you are aged between 67 
and 74 you also need to meet the work test, which means 40 hours of paid work in 30 consecutive 
days at some point in the financial year. Under 67, no work test applies.

•	 Non-concessional contributions are capped at $130,000 per year, or $390,000 using the three year 
bring-forward rule if your total super balance allows it.

This is particularly valuable if you’ve had a major asset sale, perhaps from a property downsize or 
sale of a business. A $500,000 asset disposal can be strategically moved into superannuation. Be 
clear about which part is deductible, though: you can only claim a deduction up to the concessional 
cap. The balance goes in as a non-concessional contribution, which attracts no deduction but still 
moves the money into a tax-effective, protected environment.

Contributions don’t stop

4.

There is no ‘get started retirement pack.’ There is no support. You don’t get a call from your employer 
saying, ‘Congratulations, you’ve retired, here’s what happens next.’

You wake up on your first day of retirement and you no longer go to work. Nobody takes care of the 
admin for you. Nobody calls to check in. The industry isn’t proactive, it’s reactive.

It’s entirely up to you to:

•	 Start your superannuation fund’s pension (converting your accumulation account to a 
pension account).

•	 Check what investment options are available and how your money is currently invested.

•	 Understand your current balance and how long it’s likely to last.

•	 Contact your adviser or superannuation fund, get the forms, and make the decisions yourself.

Warning: Many retirees drift into their first year of retirement without these crucial steps. Then six 
months in, they realise they haven’t even started their pension yet. That’s six months of missed 
compounding, six months of missed income.

Starting your pension
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5.

Cash flow becomes entirely your problem. You are now the CFO of your retirement.

Many retirees gravitate toward term deposits for their sense of safety. They deposit $500,000 at 4.5% 
and feel secure knowing they’ll get $22,500 in interest per year.

But income alone isn’t the answer.

You also need to continue growing your capital, that responsibility falls squarely on you. This decision 
used to be your employer’s or your investment adviser’s job. Now it’s yours.

Inflation impacts how much you can draw down. A $1 million portfolio generating $40,000 in income 
sounds good until you realise that 3% inflation means you need $41,200 next year just to maintain the 
same purchasing power. You need to invest for both income and growth to manage longevity risk.

Managing cash flow and maintaining emergency reserves is absolutely critical: You need to 
understand not just what income you’re generating, but how that income is being generated. Where 
is it coming from? Is it eating into capital? Is it sustainable?

Managing cash flow

6.

This is among the hardest psychological challenges of retirement. For your entire working life, you’ve 
been saving. You’ve watched your superannuation balance grow. It’s been moving up and to the 
right for 30, 40, or 50 years.

Then you retire, and it starts going backwards.

A $2 million portfolio with a 4 per cent drawdown pays you $80,000 in your first year. Whether the 
balance actually falls depends on what markets do: in a good year earnings more than cover the 
withdrawal, in a poor year they do not. Either way the withdrawal itself is planned, not a warning sign.

But emotionally, it’s profoundly difficult. Watching your balance fall takes work and education to get 
comfortable with.

You need to truly understand where your income and capital are being invested. You need to have 
some semblance of control, but also the discipline not to react emotionally when markets dip or 
when you see your balance decline for the year.

Don’t forget: You have a finite pool with no option to top it up. That changes everything about how 
you think about money.

Watching your balance fall
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7.

Suddenly you’re spending a lot more time at home. The house that worked perfectly when you were 
out from 8 AM to 5 PM every weekday, it was fine with kids, it had purpose, it was a landing place. 
Now it’s a destination.

A six-bedroom house with big grounds might have made sense when your family lived there. Now 
there are empty rooms, lots of gardening, and isolation in a place that used to be temporary shelter.

The home you occupied while working may be entirely wrong for who you are as a retiree.

Some retirees feel this immediately: they downsize within the first year. Others rotate between 
homes, a place to spend winters in their campervan, a home base they return to seasonally.

This creates complexity: maintenance costs, garden management, the emotional weight of 
maintaining property you barely use.

This is a big emotional change that needs to occur: It’s not just a financial decision; it’s a lifestyle 
decision. And it often takes the first few months of retirement to recognise that your house doesn’t 
suit you anymore.

Your house might not suit you anymore

8.

This is often overlooked entirely, and it’s a mistake. Everything in Australia is DIY. There’s no automatic 
transition. Nobody tells you that you need to apply.

When you turn 67, you don’t automatically get the Age Pension. You have to apply. And it’s a 
complicated process.

You also need to apply for the Commonwealth Seniors Health Card separately, even though you’ve 
been paying taxes your whole life.

Many retirees are surprised to learn that benefits are available even if your adjusted taxable income 
is above the stated threshold. A single person with income up to $101,105 or a couple with income up 
to $161,768 may still qualify for benefits. There are also state-based benefits: senior pensioner cards 
that get you discounts on rates, travel concessions, and other services.

Ultimately, it’s all on you to find out what you’re entitled to and apply for it. There’s no mailout saying 
‘Congratulations, you’re now eligible for the following benefits.’ You need to track these deadlines 
and requirements yourself.

Key point: When you turn 67, you don’t automatically get the Age Pension. You have to apply. And it’s 
a complicated process.

Applying for all the benefits
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The bottom line
The first year of retirement is the one nobody rehearses. The money questions are real, but most 
of what makes it hard is that everything changes at once: your routine, your income, your sense of 
what you are for.

Almost none of it is permanent. The people who settle fastest are the ones who treated the first 
twelve months as a transition to be managed rather than a finish line to be crossed, and who 
asked for help with the admin early rather than discovering six months later that their pension was 
never started.
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Let us guide you on your retirement journey 

Drew (on the left) and Jamie  
(on the right) have been 
advising and educating  
self-funded Australian  
retirees for two decades now.  

We work exclusively with self-funded retirees and pre-retirees. The simplest way to begin is our short 
questionnaire. It takes a few minutes, there is no cost, and it gives us the context to tell you something 
useful rather than something generic.

Ready to optimise your tax position before retirement? Contact Wattle today

This guide has been prepared by Wattle Partners Pty Ltd ABN 89 145 903 840, Australian Financial 
Services Licence 383169.

It contains general information only and does not take into account your objectives, financial 
situation or needs. Everyone’s situation is different, and what works for one person may not work 
for another. Before acting on anything in this guide, consider whether it is appropriate for your 
circumstances and seek advice from a licensed financial adviser.

Contact us Melbourne 
Level 4, 125 Flinders Lane 
Melbourne, VIC 3000

GPO Box, 2031 
Melbourne, VIC 3000

Sydney 
Level 3, 63 York Street 
Sydney, NSW 2001

T: +61 3 8414 2901
E: adviser@wattlepartners.com.au 
W: wattlepartners.com.au

https://start.wattlepartners.com.au/
tel:+61384142901
mailto:adviser%40wattlepartners.com.au?subject=
mailto:https://www.wattlepartners.com.au/?subject=

