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Dear Clients and Colleagues: 
 

In this Newsletter we review 2022 investment returns and discuss the “4% Rule” and sustainable 
retirement withdrawal rates. 

 
2022 Market Performance1 
 

Despite a disappointing December, the major indexes posted strong positive returns in the fourth quarter, 
particularly international stocks.  Overall, however, 2022 was the worst year for stocks since 2008 and the worst 
year for bonds perhaps ever. 

   

4Q2022 
 

2022 YTD 
 S&P 500 7.56% -18.11% 
 MSCI EAFE (Dev.Int’l) 17.34% -14.45% 
 MSCI EM (EmergingMrkt) 9.7% -20.09% 
 BBgBarc US Agg Bnd 1.87% -13.01% 
    

Past performance is not a guarantee of future results. Indices are unmanaged and one cannot invest directly in an index. 

 
 

 
The 4% Rule 

 In the mid-1990’s the “4% Rule” became a rule of thumb for the safe withdrawal rate for retirement funds 
over a thirty-year period.  The annual withdrawals are adjusted for inflation each year to maintain a constant real 
income.  For example, assuming $1 million in retirement assets, a 4% withdrawal rate, and a 3% inflation rate, the 
retiree would withdraw $40,000 from the portfolio in Year 1, $41,200 in year two, $42,436 in year three, and so 
on.  The original 4% Rule was predicated on historical returns. 
 
Updates to the 4% Rule 

 
1Indices are unmanaged, and one cannot invest directly in an index. Past performance is not a guarantee of future results. MSCI EAFE Index 
serves as a benchmark of the performance in major international equity markets as represented by 21 major MSCI indexes from Europe, 
Australia and Southeast Asia. MSCI EAFE Emerging Markets Index is a free float-adjusted market capitalization index designed to measure 
equity market performance in the global emerging markets. Bloomberg Barclays U.S. Aggregate Bond Index represents the US investment-
grade fixed-rate bond market. S&P 500 Index is a market index generally considered representative of the stock market as  a whole. The 
index focuses on the large-cap segment of the U.S. equities market. References to specific securities, asset classes and financial markets 
are for illustrative purposes only and do not constitute a solicitation, offer, or recommendation to purchase or sell a security. 

 

Trivia 

Aaron Judge came close this year but the last player to win the Triple Crown was Miguel Cabrera in 2012, 

leading the league with a .330 batting average, 44 home runs and 139 RBI.  
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Morningstar has been publishing annual white papers on safe withdrawal rates and in its 2022 report 

concluded that “a starting withdrawal rate of 3.8% is safe … over a 30-year time horizon, assuming a 90% success 
rate … and a balanced portfolio.”  See Morningstar.com/lp/the-state-of-retirement-income.  The 3.8% withdrawal 
rate is based on estimated future return and inflation assumptions, which were higher in 2022 than in 2021 due to 
lower equity valuations, increased bond yields, and higher inflation.  Id.  The report also concludes that “dynamic” 
withdrawal strategies, i.e., adjusting withdrawals down following bad market years and up following good market 
years, can increase the safe withdrawal rate to 5.3%.  Id.   

 
 Another recent study concludes that 4.5% is a safe withdrawal rate based on recent market conditions 
(using historical rather than forward looking expected returns).  Bengen, William P., “The Planner’s Toolkit for 
Managing Retirement Withdrawal Plans,” Journal of Financial Planning, pgs. 74-80 (April 2021).  That research also 
favors making adjustments to the withdrawal rate based on market experience.  Id.  Other research previously 
concluded that a lower withdrawal rate is appropriate when bond yields are low and equity valuations are high, as 
they were prior to 2022. Blanchett, D. et al., “Asset Valuations and Safe Portfolio Withdrawal Rates,” Journal of 
Wealth Management 16,2 (Fall 2014), pgs. 55-62.  Despite the competing studies, there is rough consensus that in 
this market environment the “4% Rule” is still a helpful starting point and that adjusting retirement withdrawals 
based on market performance improves safe withdrawal rates. 
 
The 4% Rule and Accumulation Goals 
 
 The 4% Rule can be helpful in estimating how much retirement assets need to be saved to support a 
certain level of retirement income – in other words, how much is enough?  The following table provides estimates 
of income based on the amount of savings and the 4% rule.  It assumes a 25% effective tax rate, that all assets are 
subject to income tax (as with most retirement accounts), and social security of $30,000 also subject to income tax. 
 

Nest Egg 4% Social Security Total Real Income Total After Tax Real 
Income 

$1,000,000 $40,000 $30,000 $70,000 $52,500 

$5,000,000 $200,000 $30,000 $230,000 $172,500 

$10,000,000 $400,000 $30,000 $430,000 $322,500 
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