
PPROXIMATELY FIVE YEARS before you plan
to retire, thoroughly reassess your retire-
ment plans and ensure that all significant
financial pieces are in place.  Once you

retire, you probably won’t have the option of going
back to your former job.  So, consider these points
first:
4 Take a serious look at your retirement plans.

You’re close enough to retirement that you
should have a good feel for your expenses and
expected income.  While you may be anxious to
retire, remain flexible about your retirement date.
Working an additional year or two can add sub-
stantially to your savings and may boost your
retirement benefits.

4 Get a fix on your Social Security and pension
benefits. Make sure you know exactly how
much you can expect from Social Security and
defined-benefit plans.  How much will your ben-
efits increase if you delay retirement by one year,
five years, etc.?  If you retire before full retire-
ment age for Social Security purposes, do you
plan on working?  Be aware that for those under
full retirement age for Social Security purposes,
earnings over $19,560 in 2022 will cause you to
lose $1 of benefits for every $2 of earnings over
this threshold.  Make sure you understand your
distribution options for any defined-benefit plans.
In most cases, those decisions are irrevocable, so
you’ll want to take some time to assess those
options.

4 Determine how much income your retirement
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Reassessing Your Retirement Plans

Should You Retire
Early?

OT SO LONG ago, most working people
wanted to retire early. But the prospect of
retiring at a young age and depending on
your investments for income for decades

is suddenly a scarier thought.  Should you even
think about retiring early?

Much will depend on your definition of early
retirement.  If your definition means to quit working
completely so you can travel extensively and pursue
expensive hobbies, then you might want to postpone
those plans for a while.  However, if your definition
means to change careers to work part-time at a less
stressful job, cut back on your living expenses, and
only take minimal amounts from your retirement
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investments will generate. As a general rule of
thumb, you can multiply your retirement invest-
ments by 4% to get an idea of how much you can
withdraw annually.  You can go through a more
detailed analysis, reviewing a wide range of vari-
ables, for a more precise answer.  However, the
younger you retire, the more conservative your
withdrawals should be, since your funds will
have to last for a longer time period.

4 Investigate work options.  If you plan to work at
least part time during retirement, have you 
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savings until Social Security and pension benefits kick in, then
your early retirement plans might still be feasible.  If you want
to seriously consider early retirement, review these tips:
4 Make sure you know what you’re going to do with your

time. When you’re working full-time, it seems like you
could fill all your waking hours with the things you don’t
have time to do.  But if you’re used to a fast-paced life, can
you really expect to spend the next 20 to 40 years of your
life just puttering around the house and golfing?  Make
sure you have concrete plans to fill your days, so you don’t
get bored early in retirement.  If possible, ask your employ-
er to give you a short sabbatical.  That way, you can see
how well you’ll adjust to retired life.  If you like it, you can
go ahead and retire.  If you find yourself quickly bored,
you haven’t given up your job.

4 Calculate your numbers carefully. You want to be sure
your retirement savings and other income sources, such as
Social Security and pension benefits, will support you for
what could be a very lengthy retirement.  When calculating
how much you need for retirement, be very conservative.
Bump up your expected expenses by 5% to 10%, add a few
years to your life expectancy, reduce your expected return
by a couple of percent, and increase your inflation expecta-
tions.  Don’t expect to draw more than 3% to 4% annually
from your retirement investments.  Now, can you really
afford to retire early?

4 Cut back on your standard of living. Unless you’re very
wealthy, you probably won’t be able to retire early and

afford fancy cars, expensive homes, and other luxuries.
Cutting back your expenses now will serve two purposes.
It will provide more money to save for retirement and it
will reduce your living expenses now and during retire-
ment.  Don’t just look at obvious ways to cut back, such as
reducing how often you dine out or taking your lunch to
work.  Look at more drastic measures, such as moving
from your current home to a smaller one or comparison
shopping for items like auto and home insurance.

4 Work at least part-time during retirement. Even a small
amount of income after retirement can go a long way in
helping to fund your retirement expenses.  Consider work-
ing at a less stressful job, starting your own business, or
turning hobbies into a paying job.  This can give you time
to pursue travel, hobbies, and other interests, while helping
to fund a long retirement.

4 Move to a less expensive city. The cost of living in differ-
ent cities across the country and in different countries can
be vastly different.  If you live in a city with a high cost of
living, moving to a different location can dramatically
lower your living expenses.  However, this is not just a
financial decision.  You need to consider whether you’ll be
happy living somewhere else, away from family, friends,
and other ties.

While retiring early certainly seems more challenging than
it did even a few years ago, that doesn’t mean it can’t be done.
But you do need to make sure your plans are realistic before
retiring.  Please call if you’d like help developing a plan for
early retirement.     444

Straighten Out Your Financial Accounts

IT’S NOT UNCOMMON to accumulate things over the years
when you don’t take time to straighten them out periodi-
cally.  This applies to our finances as well as our posses-

sions.  How many credit cards do you carry?  How many
stocks and bonds, brokerage accounts, and individual retire-
ment accounts (IRAs) do you own?  It’s not just a matter of
finding time to keep track of all these different financial
assets.  Often these assets are acquired without a clear-cut
strategy, so you may own assets that have similar investment
objectives or are not compatible with your financial goals.  If
you feel it’s time to straighten out your finances, consider
these steps:
4 Make a list of all your assets and debts.  List each one

individually, so you have a sense of how many different
accounts you’re dealing with.

4 Go through each one of your investments.  Make sure you
understand why you own each one.  Are you really
adding diversification to your portfolio, or do you have
overlapping investments?  Assess the prospects of each
investment and decide whether you should continue to
own it.

4 Look for ways to consolidate accounts.  Try to get down
to one bank account, one brokerage account, and one IRA.
This can significantly reduce the time needed to review
and reconcile accounts.

4 Assess your outstanding debts.  Do you really need all
those credit cards?  Consider keeping only one or two
cards, so it’ll be easier to monitor balances.  Look for
ways to reduce the cost of your borrowing.  Is it time to
take another look at refinancing your mortgage?     444
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decided what you’ll do and how much it’ll pay?  Make sure
you investigate your options, including asking your current
employer about part-time opportunities after retirement.

4 Finalize living arrangements.  Determine whether you
want to stay in your current home or move to another one,
either in the same city or a different location.  At this point,
you should be able to determine whether you’ll have a
mortgage and how much equity you’ll have in your home.
While most retirees continue to live in their current home,
explore whether it makes sense to downsize, freeing up
home equity for investments or retirement income.

4 Deal with health insurance and long-term-care costs. Two
of the most significant costs in retirement are medical care
and long-term care.  Make sure you have plans to deal with
both.  If you are retiring at age 65 or later, you’ll be eligible
for Medicare, although a spouse under age 65 will not be
eligible.  You will probably need supplemental coverage
with Medicare.  If you are retiring before age 65, make sure
you know exactly how much coverage will cost you, espe-
cially if it is not provided by your employer.  Now is also a
good time to take a look at long-term-care insurance, since
premiums get significantly more expensive as you age.

4 Live with your retirement budget for a couple of years.

Reassessing Your Retirement Plans 
Continued from page 1

Do You Really Need 70%?

AGENERAL RETIREMENT planning rule of thumb indicates
that you’ll need 70% to 80% of your preretirement
income.  But when you realize how much you need to

save, it’s tempting to question whether you really need even
70% of your preretirement income.

First, you should prepare a detailed analysis of your
expected expenses after retirement.  How much you will need
depends in large part on how you plan to spend your retire-
ment years. 

How can you help ensure that your expenses will be
lower?  Consider these tips:
4 Pay off your mortgage. Mortgage payments often consume

30% or more of an individual’s gross income.  Eliminating
this expense can drastically reduce income needed for
retirement.  If you can’t pay off your mortgage, consider
selling your home and purchasing a smaller one for cash.
Not only will you eliminate the mortgage payment, but a
smaller home often results in lower utility bills, property
taxes, and maintenance costs.

4 Get rid of other debts. It’s not unusual for consumer debt

Want to really make sure your retirement budget is reason-
able?  Try living with your retirement budget for a couple
of years before retirement.  If you can do so without
increasing your debt, you can be reasonably confident that
your budget will work during retirement.

Please call if you’d like help assessing your retirement
plans before you actually retire.     444

payments to equal 10% to 20% of an individual’s take
home pay.  Try to enter retirement debt free.

4 Keep your automobile. Instead of purchasing a new
car every couple of years, keep your current car for as
long as it’s in good working order.  That will eliminate
car payments from your retirement budget.

4 Look for ways to reduce travel and leisure expenses.
Look for and use senior discounts.  Plan activities for
non-peak times, when rates may be lower.

4 Consider relocating. The cost of living varies signifi-
cantly from city to city and state to state.  You may be
able to reduce your living expenses substantially by
moving to another locale.  However, this is more than a
financial decision.  You also need to decide whether
you want to move away from family, friends, and
familiar surroundings.

4 Work at least part-time. If you still don’t have suffi-
cient funds to support yourself during retirement, con-
sider working at least part-time.  zxxx
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4-Year Summary of Dow Jones
Industrial Average, 3-Month T-Bill &

20-Year Treasury Bond Yield
May 2018 to April 2022
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2018   2019           2020           2021           2022
Sources:  Barron’s, Wall Street Journal

Month End % Change
Apr 22         Mar 22      Feb 22       YTD    12 Mon.

Dow Jones Ind.          32977.21       34678.35    33892.60        -9.2%    -2.6%
S&P 500                        4131.93         4530.41      4373.94      -13.3       -1.2
Nasdaq Composite   12334.64       14220.52    13751.40      -21.2     -11.7
Total Stock Market    41679.16       45847.30    44467.72      -14.3       -4.6
Gold                              1911.30         1942.15      1909.85         5.9        8.1
Silver                                 23.11             24.99          24.24         0.9     -10.9
                                                                                                 Dec 21 Apr 21
Prime rate                          3.50               3.50            3.25         3.25      3.25
Money market rate           0.08               0.07            0.07         0.07      0.08
3-month T-bill rate            0.89               0.61            0.36         0.08      0.02
20-yr. T-bond rate             3.14               2.59            2.25         1.94      2.19
Dow Jones Corp.               4.33               3.72            3.31         2.48      2.37
Bond Buyer Muni             4.23               3.83            3.66         3.45      3.46
Sources:  Barron’s, Wall Street Journal      Past performance is not a guarantee of future results.

Market Data

The Basics of Asset Allocation

THE THEORY BEHIND diversification, or asset allocation, is to spread
your investments across different asset classes to help protect your
portfolio from downturns in any one asset.  Diversification is a

defensive strategy — it is meant to protect your portfolio during market
downturns and to reduce your portfolio’s volatility.

Your asset allocation strategy will depend on your risk tolerance,
return needs, and time horizon.  While each person’s asset allocation
strategy will be unique, you should consider these tips:
4 To moderate your portfolio’s risk, invest in both stocks and bonds.

Stocks tend to have a low positive correlation with corporate and
government bonds, meaning that on average, movements in stock
prices will only moderately match movements in bond prices.  Thus,
owning both reduces your portfolio’s risk.

4 With a long time horizon, you can increase your allocation to stocks.
By staying in the market through different market cycles, you reduce
the risk that volatility will adversely affect your equity performance. 

4 Diversify within as well as among investment classes. For
instance, in the stock category, consider value and growth stocks,
small and large capitalization stocks, and international stocks. 

4 Make sure you have reasonable return expectations for various
investment categories. Basing your investment program on return
estimates that are too high could cause you to increase the risk in

your portfolio in an attempt to obtain higher returns.
4 Once you develop an asset allocation strategy, rebalance it at least

annually. Since your strategy is designed to provide a stable risk
exposure, you need to periodically rebalance.

4 Make sure you have enough cash to handle short-term needs. That
way, you won’t have to sell investments at an inappropriate time,
such as immediately following a market downturn.

4 Evaluate new investments carefully, ensuring they add diversifica-
tion benefits to your portfolio. Don’t keep adding similar invest-
ments, such as several stocks in the same industry.  Not only does
this not add much in the way of diversification, but it makes your
portfolio more difficult to monitor.

4 Avoid following the market too closely.  Your asset allocation strat-
egy is designed to guide your portfolio’s long-term makeup.  Don’t
rethink that strategy simply as a result of a market downturn.
444 FR2022-0118-0133
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The opinions voiced in this material are for general information only and are not intended to provide specific
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