Financial Focus

Follow a Withdrawal Strategy That Won't L eave You Empty

When you're working, you probably focus on how much you're putting into your
investment portfolio. But when you retire, how much you take out will be a matter of
condderable interest. And that’'s why you have to prepare the proper withdrawa
drategies.

Specificdly, once you retire, you'll need to decide what percentage of your investment
portfolio you can withdraw each year without running out of money. How much can you
take out amnualy?

Therés no right answer for everyone. However, when you're conddering a suitable
withdrawa rate, you'll need to consder a few different factors...one of which is your age
a retirement. Given today’s longer life expectancies, you could easly be around (and
incurring a wide variety of expenses) when you are 90, or older. Consequently, the
younger you are when you retire, the lower your annua withdrawa rate should be.

But, when determining your ided withdrawd rate, it igTt just the sheer number of years
that you need to congder. It's dso what's happening to your purchasing power during
those years. Even with a rdatively mild annud inflation rate of three percent, it would
take just 25 years for the cost of loving to essentidly double. So, if you need, say,
$75,000 per year to cover your expenses when you retire, you will need $150,000 per
year in 25 years. If we go through a period in which inflation rises sgnificantly, you
might have to scae back your annud withdrawals, or adjust your investment portfolio to
provide more opportunities for growth.

And, spesking of your investment mix, it's dso a key factor in determining your annud
withdrawd rate. If you own modly fixed-rate investments, such as bonds and certificates
of deposit (CDs), you will probably have to take smdler withdrawas each year than you
would if your portfolio contained a greater percentage of stocks. That's because stocks,
over time, have more growth potentid than other types of investments. And, you will
unquestionably need this growth to combat the two threats to your retirement income
described above: longevity and inflation. (Of course, stocks dso carry the risk of losng
some, or dl, of your principd...but if you invest in an aray of quaity stocks and hold
them for the long term, it doesn't guarantee a profit or protect againg loss. But, you may
be able to help reduce the effects of price volatility.)

Another factor behind your annua withdrawa rate is the amount of income you can
expect from other sources. If you open a smal busness or do some consulting, you may
be able to withdraw less from your invesment portfolio than if you had no earned income
during your retirement years. You dso may be able to make lower annud withdrawas if



you've built up a szable pendgon or 401(k), supplemented by your monthly Socid
Security checks.

Your financid advisor can hep you develop a withdrawa drategy that is suitable for
your individud needs and tha can counter the effects of inflation, longevity, and market
volaility. By making the right moves & the right time, you can go a long way working
toward the retirement lifestyle you’ ve envisoned.



