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Various factors could derail retirement plans

By Gary R. Menconi, CFP®, president,
Menconi Wealth Management Group at
United Community Bank

According to a recent study conducted by
Kelton Research, the overwhelming majority
of Americans—95 percent—have financial
concerns when it comes to retirement.
Forty-two percent expressed fears relating
{o retirement income: either they will have to
downgrade their lifestyle in retirement or,
worse, run out of money prematurely.

Boomers need to recognize that they are
transitioning from the asset accumulation
phase to the distribution phase of their lives.
It is here, in the " positioning and distribution”
phase, that | see many mistakes.

Many retirees don't understand the
unexpected risks that could derail their retirement:
s First, falsely assuming your assets will last

as long as you do. Average life expectancy

assumptions can be dangerous. There is

a 50 percent chance that for a 65-year-old

couple at least one spouse will reach age 95.
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For me, a seasoned veteran, with almost
30 years experience assisting clients plan
and manage their retirements, the study is
quite disturbing but at the same time not
surprising. It never ceases to amaze me how
many people put so little time and effort
into planning their own retirement; they
spend more time planning their vacations.
With the decline of other income-generating
sources such a company pension plans,
it is more impartant than ever for Americans
to start taking personal responsibility for
protecting their financial and personal
wellbeing in retirement.

Assisting clients achieve their retirement
goals has been a major focus of my practice
since my career began. Now that baby boomers
(including myself) are turning 50 at the rate
of one every eight seconds, I'm getting more
and more calls for help. Fortunately, many
Americans do have the means to create
retirement income strategies that meet their
needs—if they plan intelligently and act.

| have more than a handful of 60 or
even 70-year-old clients still looking after
their 95-year-old parents. My mom is
87 and very healthy; her dad lived to 96.
A 30-year retirement is reality!

¢ Second, depending too much on government
programs and company pensions. There is
growing uncertainty about the long-term
financial viability of both federal and
company retirement programs.

¢ Third, not accounting for the negative
effects of taxes and inflation. This dynamic
duo can have a serious impact on your
purchasing power and the value of your
retirement assets.

Managing money during retirement,
while spending it, is completely different
than managing money before retirement.

A thorough understanding of income tax
implications is a must.

Because of the previously mentioned long
life expectancies and inflation, being too

conservative with your investments could
cause you to run out of money prematurely.
On the other hand, since you no longer have
the opportunity to earn money back, you can't
afford to be too aggressive either.

Because you're retired, does that mean
you should no longer invest in stocks? Bonds
are considered safer, but interest rates are
low so yields are down. How best do you
protect against the risk of rising rates and the
negative impact on bond values? You have
{o be prepared to double your income over
a typical 30-year retirement period just to
maintain your lifestyle. When you're retired,
you have to get both growth and income
from your retirement assets.

When 1 work with young clients, | explain
to them the power of compounding and
understanding compound average annual
returns. | tell them they need to have a
long-term investment perspective. Well, guess
what, if you're going to spend 30-plus years
in retirement, you still need to have a long
term investment perspective. Most prudent
investment principles still apply in retirement:
diversification, proper asset allocation, even
tax deferral.

If you're retired, why aren’t you drawing
out more retirement income than you are?
The answer is probably because you fear
that drawing too much income will cause
you to run out of money. In my experience
people commonly express this concern. But
what they don‘t fully express is what might
be their second biggest fear: the fear of
spending too much will keep them from
spending as much as they could.

What is different about retirement as
opposed to being young is avoiding mistakes,
because you don't have as much time to
recover. An area where | see not only
investors but so-called financial experts
making plenty of mistakes is concerning their
IRAs and other retirement plans. The biggest
and most costly blunders are failed rollovers,
ROTH conversion confusion, putting company
stock in an IRA, taking out too little and
thus not maximizing low tax rates, losing out
on the stretch (inherited IRAs), naming the
wrong beneficiary or none at all, leaving
your IRA to a trust and overlooking the estate
tax break.

Navigating your way through the mine
field of investment risks and tax laws can be
treacherous; you'd better not step in the
wrong place.




