
Last month we discussed changes in 
Social Security planning due to the 
signing of a new bipartisan budget 
passed into law and signed by President 
Obama on November 2nd, 2015. To 
get the particulars, you can refer to last 
month’s article, which we have posted 
on our website.

This month, let’s spend a few minutes on 
a few of the mistakes that I believe many 
retirees make with their finances. After 
almost twenty years in the retirement 
planning business, I’ve seen these things 
show up again and again. I’ll be the first 
to admit that I’m a pretty conservative 
retirement planner and a big believer in 
the old saying “it’s not what you make, 

it’s what you keep”, especially in this crazy volatile world we live in today.  

Here’s one thing I know for sure when it comes to retirement peace of mind, 
your income determines your retirement lifestyle! It’s really nice to be able to 
spend with confidence, because you have your income figured out. So, here 
we go with a few of the biggest mistakes retirees make with their finances, 
in my opinion.

1) Investing as though you’re still working: When you’re working and putting 
into your 401k, IRA, etc., typically you’re investing in various mutual funds 
and “dollar cost averaging” into the stock market over a long period of time. 
That’s perfectly fine, and you should do that while you’re working and have 
consistent income. But when you retire, you’re now basically unemployed 
and not throwing money at the market any longer. Typically, retirees will 
begin to “draw down” their assets to supplement Social Security, pensions, 
etc. to meet income goals. This is called “reverse dollar cost averaging”. Once 
you reach this point, you must be extremely careful how these dollars are 
invested. In other words, DON’T TAKE TOO MUCH RISK WITH THESE 
DOLLARS! Think about it, if you’re taking money out and Wall Street 
crashes, then you can dig a hole very quickly that you may not get out of. In 
my opinion, that’s not worth the risk, and there are other strategies that can 
guarantee your income.

2) Not guaranteeing your basic income needs: We like to call it “Pay Checks 
& Play Checks”! Without question, the happiest clients we have are the ones 
that have big fat pensions! Like I said earlier, your income dictates your 
lifestyle. Unfortunately, not many folks have guaranteed pensions these days. 
Now we have defined contribution plans:  410k, 403b, etc. So, the pension/
income obligation is now switched from the employer to the employee. And 
guess what? That’s a big dog gone deal and a huge planning responsibility.

It used to be easy. You’d work 30 years at a company and retire with a gold 
watch, a nice party, and guaranteed income for the rest of your life. Awesome! 
But guess what? Without a pension, it’s all on you to figure out how to make 
your money last for the rest of your life, to figure out how to handle inflation, 
to figure out how to invest properly so is does not disappear, to figure out 
how to leave something to the kids if that’s your desire, etc. etc. etc. Yikes! 
That stuff can be stressful! But then again, that’s why we’re here (sorry for the 
shameless pitch)!

Here’s the bottom line. These are just a few of the biggest mistakes retirees 
make with their finances, but I think they’re the top two. Taking on too 
much risk and not guaranteeing basic income needs in retirement top the 
list without question, in my humble opinion. You don’t get many “do overs” 
in retirement, so most folks can’t afford to screw it up. At JDS, we always err 
on the side of caution and try to guarantee enough income so folks don’t get 
hurt. I know I’m kind of a chicken about that, but I think that’s wise.

Be sure to check out our website for a ton of information, lists of our free 
reports, to request a copy of my book Finding Safe Harbor in Retirement, to 
listen to our uploaded radio shows, or to sign up for any of our free upcoming 
educational workshops.  

As always, remember:  The purpose of the money dictates where you put it!

Until next month,

James D. Stillman
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