
HERE ARE TWO phases in the life cycle of a
retirement portfolio: the time when you’re
contributing to it and the time when
you’re using it to cover your living

expenses. During each phase, the basic challenge is
deciding how to invest your nest egg, and for that
there are three common approaches:
4 Going with your comfort level. Most people

have some idea as to what investments are
appealing, either because of the associated rate of
return or how much safety they seem to offer.
Some people would never put their money any-
where but in an insured savings account or U.S.
Treasury security.  Others feel there’s no better
place than the stock market, commodities, real
estate, or tax-free municipal bonds.  Whichever it
is, people tend to pile their retirement funds in
one place — which can cause problems if there is
a significant decrease in that investment.

4 Using a one-size-fits-all formula. There are at
least several of these formulas floating around.
On the theory that the closer you get to retiring
the more conservative you should become, one
says you should subtract your age from 100, treat
the result as a percentage, and put that portion of
your portfolio in stocks and the rest in bonds.
Another follows the same method, but suggests
you subtract your age from 120.  The appeal of
this approach is that it’s simple and unambigu-
ous.  The downside is that the results don’t take
into account the details of your circumstances
(your income, your savings, how much your
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Retirement Planning
Assumptions

O ENJOY YOUR retirement without financial
worries, make sure you have enough
money saved when you retire.  This 
calculation can be a daunting task, since a

variety of factors affect your required amount and
inaccurate estimates for any factor can leave you
with way too little in savings.  Some of the more sig-
nificant factors include:

What percentage of your preretirement income
will you need? You can find various rules of thumb
indicating you need anywhere from 70% to over
100% of your preretirement income.  On the surface,
it seems like you should need less than 100% of your
income.  After all, you won’t have any work-related
expenses, such as clothing, lunch, or commuting
costs.  But look carefully at your current expenses
and how you plan to spend your retirement before
deciding how much you’ll need.  If you pay off your
mortgage, stay in good health, live in a city with a
low cost of living, and engage in inexpensive hob-
bies, then you might need less than 100% of your
income.  However, if you travel extensively, pay for

Continued on page 3

Continued on page 2

T

Low-

income house-

holds of under

$25,000 were

more than

three times as

likely to with-

draw all of

their savings

from a 401(k)

plan as house-

holds with

income over

$100,000.

Source: The Pew

Charitable Trusts,

May 2021

❝

❞

FR2021-1019-0285

future lifestyle will cost), the state of the economy
and inflation, or the cyclical nature of market
returns.T
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health insurance, and maintain significant debt levels, even
100% of your income may not be enough.  You need to take a
close look at your expenses and planned retirement activities
to come up with a reasonable estimate.

When will you retire? Your retirement date determines
how long you have to save and how long investment returns
can compound.  You want to make sure your retirement sav-
ings and other income sources, such as Social Security and
pension benefits, will support you for what could be a very
lengthy retirement.  Even extending your retirement age by a
couple of years can significantly affect the ultimate amount
you need.

How long will you live? Today, the average life
expectancy of a 65-year-old man is 81 and of a 65-year-old
woman is 84 (Source: Social Security Administration).  Most
people use average life expectancies to estimate this, but aver-
age life expectancy means you have a 50% chance of living
beyond that age and a 50% chance of dying before that age.
Since you can’t be sure which will apply to you, it’s typically
better to assume you’ll live at least a few years past that age.
When deciding how many years to add, consider your health
as well as how long other family members have lived.

What long-term rate of return do you expect to earn on
investments? A few years ago, many retirement plans were
calculated using fairly high rates of return.  Those high returns
don’t look so assured now.  At a minimum, make sure your
expectations are based on average returns over a very long
period.  You might even want to be more conservative, assum-

ing a rate of return lower than long-term averages suggest.
Even a small difference in your estimated and actual rate of
return can make a big difference in your ultimate savings.

Have you considered inflation? Even modest levels of
inflation can significantly impact the purchasing power of
your money over long time periods.  For instance, after 30
years of just 2% inflation, your portfolio’s purchasing power
will decline by 45%.  When estimating an inflation figure,
don’t just look at the historically low inflation rates of the
recent past.  Also consider long-term inflation rates, since your
retirement could last for decades.

What tax rate do you expect to pay during retirement?
Especially if you save significant amounts in tax-deferred
investments that will be taxable when withdrawn, your tax
rate can significantly affect the amount you’ll have available
for spending.  You may find your tax rate is the same or higher
after retirement.

Once you’ve estimated these factors, you can calculate
how much you’ll need for retirement.  Please call if you’d like
help with this calculation.     444

Good Investing Habits

GOOD INVESTING HABITS will help ensure you follow
through on your investment plan.  Some tips to hone
your habits include:

4 Write everything down in a diary. Every time you make
a trade, write down why you did so and what was going
on in the markets to precipitate that trade.  This will force
you to develop objective reasons before making trades.
The diary will also be useful when evaluating your
investment strategies.

4 Keep track of your portfolio’s performance. Don’t get
overzealous and review your portfolio’s performance
daily or even weekly.  Monthly, quarterly, or even annual
reviews are adequate.  The point is to assess how your
investments have performed compared to a relevant
benchmark.  Evaluate all your investments, not just your
retirement accounts or taxable accounts.

4 Monitor the market and your investments. You can’t
just purchase investments and then forget about them.
While you don’t have to read everything in print about
your investments, make sure to set aside enough time to
review quarterly and annual reports and other major
news.  You’ll also want to read enough to have a general
sense of what is going on in the market.  

4 Evaluate your strategies. Once a year, thoroughly review
your investment strategies and make sure you are on
track in pursuing your financial goals.  The other habits
will assist in this review.  Pull out your diary and the
analysis of your portfolio’s performance so you can
review all your trades and investments in detail.  You’re
looking for trends and trying to analyze what you did
right and wrong during the year.  If you’d like help with
this overall analysis, please call.     444
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4 Using a financial plan. A plan includes all the details that
the other two methods leave out.  It’s by far your best bet
for achieving your retirement goals since it takes your cir-
cumstances and the state of the economy into account.  The
plan should be split into before-retirement and during-
retirement strategies.

Before You Retire
The key factor is to determine what rate of growth you

need to achieve in your portfolio to retire with a nest egg capa-
ble of supporting you for the rest of your life once you no
longer earn a paycheck.  It’s a balancing act between how
much you can afford to put aside every year, how much
growth will maximize your nest egg, and how much risk you
feel comfortable taking.  

By analyzing these factors, a good financial plan produces
a recommended asset allocation strategy that specifies how
much of your portfolio should be invested in stocks, bonds,
cash, commodities, and real estate. The mix you invest in aims
at a target rate of return and risk level that both meets your
goals and makes you comfortable with the year-to-year results.

In general, the younger you are, the more risk you can
afford to take; since you will have many market and economic
cycles to smooth out your returns.  It’s not unheard of for
someone in his/her 30s or 40s to invest up to 70% or 80% of
his/her assets in stocks.  Conversely, younger people who are
risk-averse may be able to take less risk and put more of their
assets in bonds, as long as they have more modest retirement
goals.

It’s generally true that the closer you are to retiring, the
more conservative your portfolio ought to be.  But this doesn’t
suggest the precise proportions that you ought to put into each
asset class, nor does it take into account the opportunities or

Investing Before and During 
Continued from page 1

Quick Math

DON’T HAVE A CALCULATOR handy, but need a quick answer
to a financial question?  Here are three shortcuts:

4 How long will it take to double your money?  Divide 72
by your annual investment return.  If you are earning 8%
annually on your investments, it takes nine years for your
investments to double in value.

4 How much does it cost to purchase an item before taxes?
Multiply the cost by 1.8 if you are in the 37% marginal tax
bracket, 1.7 in the 35% or 32% marginal tax bracket, 1.5 in
the 24% tax bracket, 1.4 in the 22% tax bracket, 1.2 in the
12% or 10% tax bracket.  These numbers also factor in

challenges that current market conditions present.  Those
answers will come only when you get into the details of your
current situation and your future goals.

After You Retire
Before you retire, your asset allocation strategy is driven

largely by the goal of creating the largest possible retirement
portfolio within the limits of your tolerance for risk. After you
retire, the goal shifts to keeping your retirement portfolio
large enough to continue generating the supplemental income
you need for the rest of your life.

While this shift means your strategy aims for less growth
and risk than in the accumulation stage, it’s usually a mistake
to revert to the most conservative strategy possible. That’s
because your portfolio gets eroded over time by:  
4 Inflation, which means the real value of your portfolio (as

well as the buying power of the income it throws off) gets
smaller every year.

4 Taxes on income and capital gains in taxable accounts and
withdrawals from non-Roth IRAs.

4 Withdrawals that you make to support your lifestyle.
Because of this constant shrinkage, some portion of your

portfolio needs to be invested in stocks, which is a riskier
asset class but typically stays ahead of inflation, taxes, and
reasonable rates of withdrawals.  

Please call if you’d like to discuss your situation.     444

Social Security and Medicare taxes, but not state
income taxes.  So, if you are in the 28% marginal tax
bracket and want to spend $10,000 on a vacation, it will
cost $16,000 before taxes.

4 How much will your retirement savings grow in 30
years? Assuming an 8% investment rate of return, add
a zero to the amount.  Thus, if you have $100,000 today,
it could grow to $1,000,000 in 30 years.  This is a handy
way to look at whether it’s worth spending money on
something.  For instance, the $25,000 you spend on a
car today could be worth $250,000 in 30 years.     444
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4-Year Summary of Dow Jones

Industrial Average, 3-Month T-Bill &
20-Year Treasury Bond Yield

April 2018 to March 2022
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Month End % Change
Mar 22         Feb 22      Jan 22       YTD    12 Mon.

Dow Jones Ind.          34678.35       33892.60    35131.86        -4.6%     5.1%
S&P 500                        4530.41         4373.94      4515.55        -4.9      14.0
Nasdaq Composite   14220.52       13751.40    14239.88        -9.1        7.4
Total Stock Market    45847.30       44467.72    45677.13        -5.7      10.2
Gold                              1942.15         1909.85      1795.25         7.6      14.8
Silver                                 24.99             24.24          22.48         9.1        2.6
                                                                                                 Dec 21 Mar 21
Prime rate                          3.50               3.25            3.25         3.25      3.25
Money market rate           0.07               0.07            0.07         0.07      0.10
3-month T-bill rate            0.61               0.36            0.24         0.08      0.02
20-yr. T-bond rate             2.59               2.25            2.17         1.94      2.31
Dow Jones Corp.               3.72               3.31            2.85         2.48      2.42
Bond Buyer Muni             3.83               3.66            3.57         3.45      3.53
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

Assessing Your 401(k) Plan

AT LEAST ANNUALLY, you should thoroughly review your 401(k)
plan. Some items to consider include:

4 Have your goals or objectives changed? Most people use their
401(k) plan to fund retirement.  Take time to reassess your goals
and objectives, which can impact how much you contribute and
how you invest those contributions.  Calculate how much you’ll
need at retirement as well as how much you should save annually.

4 Are you contributing as much as you can to the plan? Look for
ways to increase your contribution rate.  One strategy is to allocate
any salary increases to your 401(k) plan immediately, before you
get used to the money and find ways to spend it.  At a minimum,
make sure you are contributing enough to take full advantage of
any matching contributions made by your employer.  In 2022, the
maximum contribution to a 401(k) plan is $20,500 plus an addi-
tional $6,500 catch-up contribution, if permitted by the plan, for
individuals age 50 and older.

4 Are the assets in your 401(k) plan properly allocated? Some of
the more common mistakes made when investing 401(k) assets
include allocating too much to conservative investments, not
diversifying among several investment vehicles, and investing too
much in the employer’s stock.  Saving for retirement typically

encompasses a long time frame, so make investment choices that
reflect that time period.  For many, that means a significant por-
tion of their assets should be invested in growth vehicles.

4 Do your investments need to be rebalanced? Use this review to
ensure your allocation still makes sense.  Also review the perform-
ance of individual investments, comparing the performance to
appropriate benchmarks.  You can’t just select your investments
once and then ignore the plan.  Review your allocation annually to
make sure it is close to your desired allocation.  If not, adjust your
holdings to get your allocation back in line.  Selling investments
within your 401(k) plan does not generate tax liabilities, so you
can make these changes without any tax ramifications.

4 Are you satisfied with the features of your 401(k) plan? If there
are aspects of your plan you’re not happy with, such as too few
investment choices or no employer matching, take this opportuni-
ty to let your employer know.   444 FR2021-1019-0285

Hadel Financial Advisors, Inc.
11900 College Blvd., Suite 315
Overland Park, KS 66210
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