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The volatility of the last few months has been nearly 

unprecedented. Here, we aim to recap the action and 

provide some perspective to investors. 

August 2020 

ON THE RISK OF RETIREES BEING UNDERINVESTED IN STOCKS 

I spend a lot of time talking about risk: stock risk, inflation risk, bias risk, and so on. And this makes sense—in an uncertain 

world, risk management is key to both investing and financial planning. But we don’t talk enough about the risk of outliving 

your money, or longevity risk. Our excellent Financial Planning team calls out longevity risk in this nugget of wisdom:  

“Whether due to the old rule of thumb (100 minus your age is your percentage allocation to stock) or just fear of 

losing money, many end up underinvested in equities. It’s not uncommon to spend a third of your life in retirement. 

Don’t let up on the gas too early.” 

People are living longer than ever, and many even have wealth ambitions beyond their own lifetimes. Despite this, those in 

or approaching retirement are often ill-prepared to deal with longevity risk, in large part because retirees are usually 

underinvested in stocks. Though allocating more to stocks later in life may feel uncomfortable (particularly during 

downturns), running out of money in your nineties is an unacceptable outcome. 

Let’s do some quick math: The average American retires at around 64 and then lives about 20 more years. Since 1928, the 

S&P 500 has had 872 twenty-year periods (measured to month-end), and 96% were positive. And that’s just from stock 

prices appreciating. Including reinvested dividends, nearly all were positive. In fact, you can see below that the number of 

these 20-year stretches that returned more than 900% is greater than the number that ended below 0%. 

 

 

Longevity risk is only a risk if you are ill-prepared. Living longer should be a wonderful thing, not a burden—more time to be 

with family, accomplish goals, and cross items off the bucket list. In the end, your Baird Advisor will help you tailor your 

asset allocation to your own financial plan and risk tolerance. But do me a personal favor—don’t be afraid to talk about 

longevity risk, and be wary of letting up on the gas too early.  

In the Markets Now 
Longevity risk 

 

PWM Equity & Fixed Income Research 
Ross Mayfield, CFA 

Investment Strategy Analyst, 502-585-8994 
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors.  Recipients should consider the contents of this report as a single factor 

in making an investment decision.  Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the 

investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the 

other may not. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Strategas Asset Management, LLC and Strategas Securities, LLC are affiliated with Robert W. Baird & Co. Incorporated, a 

broker-dealer and FINRA member firm, although the firms conduct separate and distinct businesses. 

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 

 

 

 

 


