
Without question, the number 
one concern of retirees today is 
outliving their money. But what’s 
really most important: outliving 
your money or outliving your 
income? With pensions being a 
thing of the past, Social Security 
in trouble, stock market 
volatility becoming the norm, 
and folks living longer, old 
school ways of thinking about 
your retirement income plan 
could get you in trouble if you’re 
not careful! In my professional 
opinion, RELIABLE INCOME 
IS THE KEY TO RETIREMENT.

 When it comes to planning for 
income in retirement, there are a few other questions that need 
to be asked. How much income do you need? What are your 
sources of income? Is the income guaranteed for life? Does it 
allow for inflation? Are both spouses covered? Is it taxable? If it 
is stock market based, then what will you do if the markets don’t 
cooperate? Do you want “maybe income” or “guaranteed income”? 
Have you heard of “The 4% Rule” or “The Prudent Man’s 
Rule”? Previous studies by prominent investment companies 
had generally concluded that in order to have a high level of 
confidence that your assets/income will last for 25 years or 
longer, you should draw down no more than 4% per year of your 
portfolio. This assumes a 50/50 blend of stocks and bonds that 
they say should provide for growth (stocks) and safety (bonds). 
The problem is that this rule was created in the 1990’s when 
markets were strong and interest rates were considerably higher 
than they are now. Volatile markets and low interest rates (like 
we’re seeing now) have a huge impact on the validity of this rule. 
Fidelity Investments states -  “Generally, a 65 year old may not 
want to withdraw any more than 4% annually, but that percentage 
will vary based on market conditions and life expectancy” 
(fidelity.com-retirement guidelines).
Vanguard Group states – “Setting a 4% annual withdrawal rate 
from a 50/50 blended portfolio is reasonable for most retirees”. 
However, “if 4% isn’t enough, then consider ways of cutting 
expenses or consider other alternatives” (vanguard.com-personal 
portfolio-withdrawals).

T. Rowe Price recently completed a study based on the 4% 
withdrawal rate (same 50/50 blend). They found that if you 
retired January 1, 2000, then you had an 89% chance your assets/
income would last for 30 years. That is unless a bear market 
happened (like 2008-2009)! Then the success rate dropped to 6%! 
Now, imagine if you got on an airplane and the pilot said the 
weather was beautiful, but there was a small chance that turbulent 
weather could affect the flight, so there’s an 89% chance we’ll get 
to our destination without issue. If the turbulent weather actually 
did occur, then we’d only have a 6% chance of making it to our 
destination. WOULD YOU ACTUALLY BE CRAZY ENOUGH 
TO STAY ON THAT PLANE? I don’t know about you, but I’m 
off at the 89%, let alone 6%. Call me a big chicken, if you must. 
If those odds don’t scare you, then either you’re crazy, greedy, or 
just don’t give a hoot! Yikes! No wonder retirees are confused 
and scared about whether their money will last. 
Here’s the bottom line: “old school” retirement planning strategies 
are outdated, market based, and may not work in the future. 
They require the markets to trend up for them to work with any 
consistency. In the last 110 years, if you break out the Dow Jones 
Industrial average into 10 year increments there are 5 upward 
decades (positive growth) and 6 flat or negative decades. That’s 
less than a 50% chance for decades with an upward trend. Imagine 
if you’re pulling out 4%-5% in those flat or down years. You’re in 
danger of running out of money and income a lot quicker than 
you may realize. Remember, market downturns hurt you more 
than upturns help you, especially when withdrawing money. 
So, what’s the answer to all this? We call it the “Chart Your 
Course” retirement income plan. This plan is a laddered 
portfolio system designed to deliver predictable lifetime income 
using a blend of cash, guaranteed insurance contracts, and equity 
based accounts. A 4% - 6% income stream from investable assets 
is typically achievable. The income (or portions of the income) 
can be guaranteed regardless of market conditions, and special 
care is given to protect your income against potential inflation, 
healthcare expenses, etc.
As always, if you would like a free report or free consultation, 
then please visit our website, give us a call, or stop by the office.
And, as always, remember:  The purpose of the money dictates 
where you put it!
Until next month,
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