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income?
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How to Turn Your Retirement
Account Into Income

* Contemplate new priorities

* Consider available investment vehicles
¢ Control your annual withdrawals

* Confirm you won’t outlive your money

* Chose your investments

1
Contemplate

: New

Priorities

Adjust Your Perspective!

Your strategy needs to changel




New Goal... New Risks!

v' Longevity risk

v' Sequence of

Avoid outliving EETS
your money!

Market Returns Matter More
Than Ever

Drawing Down Savings Over Tiime

ment plan balance:

et

years in retirement

ach year for 3% nfaton. For

Market Returns vs.
Sequence of Returns

Drawing Down Savings Over Tiime

ment plan balance

et




New Goal... New Risks!

Longevity risk

Sequence of

Avoid outliving EETS

your money!

Cash flow risk

2. Consider avallable
investment vehicles

.Considering online, TV, email, and mailings,.

how many financial adds do you seeina
week?

1-5
6-10
11-15
>15




Purchase a
Promise

2. Consider avallable
investment vehicles

E What is the average cost of owning a
variable annuity?
Wossua osss 175 c [l 2% 0 300% E
3.00% 0.53%
2.30% 0.97%
1.75%
.-

https://www.annuity.org/annuities/fees-and-commissions/

What is an Annuity?
° Contract between you and insurer

* You surrender principal for the promise
of future monthly income

* People who die early subsidize people
who live longer

mmmmmmm




Turning Your 403(b) into a Pension
Monthly income generated from $500,000

Average Estimated Quotes
duies Lt & Pasiont Cartain Cptiases

Life $1,968
Life & 10 Years Certain i $1,965
Life & 20 Years Certain m $1,936 .
Continued
Life with Cash Refund 1 $1,907 Investment
§ Year Period Certain 1 58,201 Rule of thumb:
0 ¥iar Paviod Curiin s s \[S, Live on 5% of assets = $2,083
15 Year Period Certain o) $3122 Live on 4% of assets = $1.666
20 Year Period Certain o $2,504
25 Year Pericd Certain i) $2,300

Annuities? Maybe Not
Lack of liquidity

e ?/)ﬁ' =4
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Annuities? Difficult to
Maybe Not understand

Monthly
Expenses
Covered

Used for extras
v Invested more aggressively

mmmmmmm




True or False: You may remain in The
Stanford Contributory Retirement Plan
after you retire.

A B c
True False |
don't

See SCRP Summary Plan Description




Leave Savings in Your Plan

Roll Over Your Savings into an IRA

3. Comntrol your annual
withdrawals




How Long do you think you will live?

<80
80-90
91-95
96- 100

>100

I Sttt prrtanttion 15 e s rmtant. Ton e thars sstmars, o s e, Gt iy o Ballea Com/ g

How Long Will Your Money Last?

Money lasts 14 years
Money lasts 16 years
Money lasts 20 years

ssumes 5% i For llusization purposes only.

Withdrawal Rule of thumb

¢ If you know your balance, and need an income —

¢ Balance * Rule of Thumb = Income
* $1,000,000 * .04 = $40,000

¢ If you know your income need and need to know
your required balance -

¢ Income / Rule of Thumb = Required Balance
* $40,000/.04 = $1,000,000

‘Assumes 2% greater than infiation rate of return and 356 for intaton ac) For
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How Long Will Your Money Last?

250,000

200,000
Withcraving 4% per year
e Withcraving 5% per year
150,000

retirement plan balance

100,000

year
Wihdrawing 7% per year
——Withcraving 8% per year

50,000

\\\

$20,000 = 8%
withdrawal rate
[l - money lasts
14 years

rewrnin

AN

years in retirement

inflaion. For

ustcaton purposes ony.

How Long Will Your Money Last?

200,000 \

——Withdrawing 4% per year
——Withdrawing 5% per year
150,000

retirement plan balance

X year
Withdrawing 7% per year
—Withcraning 8% per year

100,000

50,000

NN\

$17,500 = 7%

o L withdrawal rate
year — money lasts

16 years

AW

years in retirement

for 3% inflaton. For

nustaton purposes only.

How Long Will Your Money Last?

250,000

200000

150,000

—Withdrawing 4% per year
e Withdrawing 5% per year

retirement plan balance

100,000

year
Withdrawing 7% per year
- Withdrawing 8% por year

50000

$15,000 = 6%
withdrawal rate —

years

rewrnin

money lasts
years in retirement  PARCETES

inflaion. For

ustaton purposes ony.
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How Long Will Your Money Last?

250,000

200,000 %
——vithcring % per year
——itrcring 5% per year
150000 yoar
wircrauing 7% er year
—itnraing 8% po yoar
100000
' \

\ \ $12,500 = 5%
50,000 \ \ \
0

withdrawal rate]
years

retirement plan balance

money lasts
25 years

years in retirement

rewrnin inflaion. For
ustaton purposes only.

How Long Will Your Money Last?

$10,000 = 4%

250000
more than 30
ye:
4 200000
H —Withcrawing 4% per yeer
H ——Withcraving 5% per year
2 150000 year
§ ‘Withdrawing 7% per year
£ ——Withcraving &% per year
= 100,000

A

years

years in retirement

rewnnin 9% nfaton. For
nustaton purposes only.




“ To what age did your oldest ancestor live? -

<80
81-90|
91 -95|
96-100|

>100i

- St e oarestion 1 e B Comeet T 0 e s, e e Gt 0
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If Everything Goes As Planned!

500,000

450000

400000

350,000

300,000

H
2 oo
H

'

£ 200000

150,000

100,000

50000

0

years
years in retirement

If Not Everything Goes As Planned!

500,000

450000

400000

350,000

300,000 5. Rate of Return

4% Rate of Retum

8
H
£ 200000
H

150,000

100,000
X N\

50000

0

years
years in retirement
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Create an “An

Richard K Fulmer —Medern Portfolio Decumulation
faul

Create an “Annuity Hurdle”

* Determine the amount of income needed

¢ Calculate cost of immediate annuity to
cover needed income
(www.newretirement.com)

¢ Calculate the change in cost over life
expectancy

* Consider the cost of the immediate annuity
the minimum balance for your account

With an Annuity Hurdle

3,000,000

25500,000

2,000,000

500,000

5% Rate of Retum,

retirement plan balance

1,000,000

500,000
500000 |

0
years.

years in retirement

for30 i a 35 i per yea adusted
For llusration purposes only.
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With an Annuity Hurdle

3,000,000

2,500,000

2,000,000

500,000

1,000,000

retirement plan balance

500000

0
years

5% Rate o Retum,
%4 Rt of Rotum

500,000

years in retirement

‘Assumes 4% Withdravial rate for 30 years wih a 3% inflaion increase per year. Annuty costassumes infaton adusted
i com dve

For lusraion purposes only

With an Annuity Hurdle

3,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500000

5% Rate of Retum
4% Rate of Retum
= Costof Aty

500,000

5410,000Cogt m

Annulhgy" "

years
years in retirement

‘Assumes 4% Withdravialrate for 30 years wih a 3% inflaion increase per year. Aty cost assumes infaton adusted
annuity:un com dve

For lusraion purposes only

With an Annuity Hurdle

3,000,000

250,000

1,000,000

§
H

500000

0
years.

e % R of Retum
5% Rate of Retum
4% Rate of Retum
= Costof Aty

years in retirement

Assumes

Withdravialrate for 30 years with a 3% inflation increase per year. Aniulty costassumes inaton adjusted
oty com dve

For lusration purposes only
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With an Annuity Hurdle

5. Choose

your
investments

Segregate Balance Into Buckets

)| Conservative
Cash

\ Money Market
\5-7Yearsinc,

Moderate
-'.__ | Stock/Bond Mix ¥
TargetDate
Remainder

16



When the Market is Fair

Conservative

Moderate
[ stockBona mix
Cash ) Target Date
. Money Market Remainder
.57 Years Inc.
—

When the Market Falls

Conservative

Moderate
[ stockBond mix
Cash . Target Date
Money Market Remainder
57 Years Inc.
——

When the Market Rebounds

)

— Moderate
Conservative " stock/Bond mix
Cash \ Target Date !
'\ Money Market Remainder

5-7 Years Inc.
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Have we addressed our new risks?

Goal: Obstacles to that goal
Avoid % Longevity risk
outliving
< Sequence of returns
your
money! < Cash Flow Risk
CRACKING OPEN ),
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Turning your retirement TE== e
plan into income! 8
timothy.shirk@francisinvco.com f'
866-232-6457
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