
 
 
 
 
 
 

Meeting the Challenges of  
Wealth Management 

 
Accumulation, Protection,  

Income and Wealth Transfer 



 
 
 
Envision Your “Retirement” Lifestyle
 
 
 
 
The concept of “retirement” has evolved dramatically over the past several decades, as 
has the image of the average retiree.  So, for just a moment, close your eyes and try to 
imagine what a typical day might be like in what you definite as your “retirement” years.  
Think about where you’ll be living, what you’ll be doing and whether the lifestyle you’re 
envisioning is more or less comfortable than what you currently enjoy. 
 
Ready?  Describe your typical day in a few sentences: 
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________
________________________________________________________________________ 
 
How did you do?  Were you traveling?  Were you living someplace different than where 
you live now?  Were you taking classes, launching a new career, or starting a new 
business?  Of course for some, it might simply be pursuing a long-neglected hobby and 
enjoying the company of friends and family. 
 
Once you define your desired lifestyle, you can begin to plan for it realistically.  Planning 
involves the accumulation of sufficient assets to achieve the lifestyle you desire — as 
well as many other equally important concerns. 
 
 
Are you prepared?  A lack or retirement resources is not uncommon.  According to the 
2005 Retirement Confidence Survey conducted by the Employee Benefit Research 
Institute (EBRI): 
 

 555 of respondents believe they are behind schedule when it comes to planning 
and saving for retirement. 

 51% of respondents who believe they are behind schedule indicated that high 
expenses play a major role in keeping them behind schedule. 



 
 
 
 
Concern #1 Wealth Accumulation
 
 
 You may already be on your way toward accumulating the money 
 You’ll need to achieve the future lifestyle you envisioned.  In fact, 

AXA Financial’s 2003 Nest Egg Study concluded that achieving 
financial preparedness for retirement has become an increasingly 
important objective for respondents. 
 

• 43% of respondents indicated that accumulating adequate 
retirement resources was their greatest financial concern. 
Only 26% of respondents felt similarly in 1993 

• 55% of respondents assigned a high priority to amassing 
sufficient assets for retirement vs. 43% in 1993. 

 
Even if you count yourself among these retirement-conscious 
individuals, there may be several obstacles between you and your 
objective. 
 
 
How Much Will You Need? 
 
In the 2005 Retirement Confidence Survey conducted by EBRI, 
only 42% of respondents reported they and/or their spouses have 
tried to calculate how much money they will need to have saved 
for retirement.  Yet, doing the calculation can have a positive 
impact, since 44% of those who did calculate their needed 
retirement savings reported that they made changes as a result.  
Most often, this group reported that they started saving more. 
 
What about inflation? 
 
As with many things in life, we cannot expect the low inflationary 
environment we have been experiencing to last forever.  The 
purchasing power of future dollars must be factored into your 
wealth accumulation efforts.  With an inflation rate of 
approximately 3.5% as of April 2005, you will need $236 in 25 
years to purchase goods that are valued at $100 today. 



 
 

 
 

Concern #1  Wealth Accumulation
 
How Will the Markets Perform? 
 
The difficult stock market of 200-2003 has left many investors wondering about the role 
stocks should play in their investment programs.  While the imbalances of the late 1990s 
should be avoided, investors should not be deterred from allocating a portion of their 
assets to equities.  How large a portion depends on your attitude toward risk, your time 
horizon, your current accumulation progress and future objectives. 
 
Equities may involve more risk than other major asset classes, but that risk can be 
mitigated to a degree by investment strategies such as dollar cost averaging, asset 
rebalancing and asset allocation across traditional asset classes (stocks, bonds and cash), 
as well as such investment categories as market capitalization, geographical location and 
investment style. 
 
As you can see in the chart below, over the short term, stocks may give you a bumpy  
ride. . . but, over many years, they may take you a long way.  Stocks have 
historically produced higher potential rates of return than other traditional asset 
classes and have significantly outpaced inflation. 
 
As demonstrated in the chart, bonds have not historically proven to be the best 
investment for long-term growth and have stayed only slightly ahead of inflation when 
compared to equities.  With their relatively lower rate or return, the more you 
proportionally invest in conservative fixed-income products, the more you will need to 
save in order to build sufficient retirement resources. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
 

 
 

Concern #2  Wealth Protection 
 
 

What if you had to retire in the middle of the 
economic slump of 2000-2003?  What if you had 
died prematurely and left your loved ones with a 
legacy that was severely diminished by the adverse 
financial markets? 
 
For many investors, wealth protection has become 
as important as wealth accumulation.  So, how can 
you protect your assets from the following 
challenges? 
 
Unfavorable Financial Markets 
Many people have been faced with challenges to 
their retirement planning in recent years.  In 
addition to the strategies mentioned earlier, 
prospective retirees should be aware of other 
investment products that can provide them the 
opportunity to potentially build their assets but also 
offer the means to protect their nest eggs during 
time of market volatility.  This balance of products 
may include annuities, life insurance or even mutual 
funds.  The selection of products will depends on 
your goals, your investment style, as well as your 
tolerance towards risk. 
 
Premature Death 
It’s easy to lose sight of the fact that you’re not the 
only one in your family planning for retirement, 
even if your partner doesn’t work.  If you were to 
die prematurely, would he or she be able to 
maintain his or her current lifestyle?  Would you, if 
positions were reversed?  What about your 
children— would they be able to achieve their 
education goals, and would your family be able to 
maintain its current lifestyle? 
 

 
 
 



 
Concern #3  Income Endurance 

 
The chart below illustrates the probability of single men and women who are age 65 
reaching various ages: 
 

    Source: Society of Actuaries 2000 U.S. Annuity Tables 
 
As you can see, 68% of single men and 78.6% of single women are expected to live to 
age 80.  For married individuals, the probability that at least one spouse will reach 80 is 
93%. 
 
While this is great news, it presents another challenge to would-be retirees.  How can you 
make certain you won’t outlive your assets? 
 
Set a Specific Goal 
Determine how much you will need to maintain your lifestyle; how much will come from 
Social Security and employer-sponsored retirement plans; and how much you will have 
to generate from the assets you have accumulated. 
 
Keep Accumulating Even after You Retire 
Allocate a portion of your assets to growth-oriented investments as a hedge against 
inflation and longevity. 
 
Consider Long-Term Care Insurance 
The premiums you pay will pale in comparison to the expenses you will incur if you 
require nursing home or other continuing care. 



 
 

Concern #3  Income Endurance 
 
Develop an Income Allocation Strategy 
There are a number of ways to convert the assets you’ve accumulated into income.  As 
you develop an asset allocation strategy to accumulate wealth, so should you develop an 
income allocation strategy that encompasses the strategies most suitable for you.  In this 
way, you will gain the greatest degree of flexibility and assurance that you will not 
outlive your assets. 
 
However, it may be that the current withdrawal strategies people are implementing today 
just may not leave enough for tomorrow.  The following chart demonstrates the 
probability of outliving your assets using different asset allocation mixes and annual 
withdrawal rates. 
 
If you are a single woman, age 65, there is nearly a 41% chance that you will reach 90 
years of age (see chart on previous page).  If you have been a conservative investor, as 
depicted in the following chart, and drawing upon your retirement resources at an annual 
rat of 6%, there is an 89% chance that your assets will be depleted as you approach your 
90th birthday.  While this is only one potential outcome that can be modified by the asset 
allocation strategy you establish and the rate of withdrawal you use, it does demonstrate 
the need to anticipate the long-term future. 
 

 
Source: Fidelity Investments 
 
Stock prices are more volatile than those of other securities.  Government bonds and corporate bonds have more moderate short-term 
price fluctuations than stocks, but provide lower potential long0term returns.  Short-term investments seek to maintain a stable value, 
but returns are generally only slightly above the inflation rate.  Government Bonds and Treasury Bills are guaranteed as to the timely 
payment of principal and interest. 
Withdrawal rate in addition to annual inflation as measured by the Consumer Price index. 
Based on monthly returns from the Standard & Poor’s 500 (corresponding to equities), U.S. Government Bonds (corresponding to 
bonds), and U.S. 30-day Treasury Bills (corresponding to short-term investments) for 1926-2002, as provided by Ibbotson Associates.  
Results are based on a historical simulation using all the rolling 25-year periods from 1926-2002 (i.e., 1926-1951, 1927-1952, etc.).  
Withdrawal rates were adjusted each year for actual CPI inflation rates.  Taxes are not taken into account.  Past performance is no 
guarantee of future results.  Not intended to represent the performance of any specific investment, and an investment cannot be made 
in any index.  Individual results may vary. 
 



 
 
 
 
 
 
 

Concern #4  Wealth Transfer 
 
 
Some people believe that the best asset distribution strategy is one that sees them through 
retirement to the day they die and leaves just enough to cover final expenses and any 
outstanding obligations.  Some wish to leave amore substantial legacy to their family 
members or perhaps favorite charitable organizations.  Either way, wealth transfer 
requires careful planning. 
 
In recent years, changes in the tax law have called for the gradual elimination of the 
federal estate tax in 2010 and the potential for its full return in 2011.  As is often the case, 
it is impossible to determine whether the tax law will change again at the time or during 
the interim.  While the federal estate tax and state death taxes can erode up 55% of our 
legacy and is a major reason why you should consider developing an estate plan, it is not 
the only reason.  With a sound estate plan. . . 
 
• You decide who receives a share of your assets 
 
• You decide how and when your beneficiaries will receive their inheritance. 
 
• You decide who will manage your estate by appointing an executor and trustee, if 

applicable. 
 
• You select a guardian for your young children. 
 
• You can provide for the orderly continuance or sale of a family business. 
 
Estate planning is complex and requires the services of an attorney and other advisors.  
However, it is critical if you wish to transfer assets without excessive tax consequences, 
maximize gifts to charitable organizations, minimize turmoil and family rifts, and provide 
for heirs who don’t have the experience or inclination to manage assets. 
 
A Highly Effective Strategy 
AXA Financials 2003 Nest Egg Study provides evidence that developing a financial plan can contribute significantly to the 
achievement of income goals and desired lifestyle during retirement.  When you know where you’re going, you’re more likely to 
reach your destination.  In fact, according to the study, individual with a financial plan are less likely to sell their homes to support 
their retirement and more likely to achieve their objective of leaving loved ones a significant estate. 
To meet the challenges of wealth management requires knowledge and planning.  Please contact your financial professional.  He or 
she can provide you with the information and help you will need to develop accumulation, protection, income and wealth transfer 
strategies that incorporate your specific objectives, circumstances, time horizon and risk temperament.  Your financial professional is 
prepare to help you implement your strategies using annuities, life insurance, mutual funds and other financial products to help you 
turn your envisioned retirement lifestyle into the reality you’ve work so hard to attain. 


