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How much can I spend when I’m retired?

This is a question that many of us ask ourselves,
whether we are about to embark upon retirement or are

several years away yet.

There are a number of factors

that one has to look at including spending habits, age,
amount of retirement assets available and current
market conditions that will impact this decision.

Below are the results of a study we undertook to see
how well a portfolio holds up under different scenarios,
during both a bear market and a bull market. Our
starting portfolio value is $1 million in each case and
our annual spending amount is a fixed amount of the

original portfolio value.

For example, a 10% spending

rate is a constant annual amount of $100,000 ($1
million x 10%) over the ten period.

The charts demonstrate that a bull market can be very
forgiving to someone spending a large percentage of
their assets while a bear market is potentially
devastating. Specifically, if an investor retired at age

withdraw 12% annually, they would be left with only

$83,004 when they turned 75.

However, if the

investor retired before the bull market starting in 1983,
they would have $1,397,865 left in their portfolio and
could still enjoy a comfortable retirement. Quite a

difference!

Obviously, stock market conditions play a big role in
the ongoing financial health of your retirement assets.
However, inflation, which was not considered in this
study, can play an equally important role. Even at just
3%, inflation will cause the cost of goods to double in

24 years!

There is no black and white answer to our original
question although a number of investment professionals
have considered the same question and 5% seems to be

a consistent answer.

However, each individual client’s

needs are different and should be evaluated on a case by
case basis. By helping our clients with this decision,

we can ensure that they will have a rewarding

retirement without worrying about running out of
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* Based on a $1 million portfolio and percent of portfolio spent is not inflation adjusted.

* Based on a $1 million portfolio and percent of portfolio spent is not inflation adjusted






