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Investment Strategy for Retirement

“Making sure you don’t run out of money during retirement”
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Bl Director, Puget Sound Chapter
gvball@comcast.net

Investors Education Conference
October 26, 2024

Disclaimer

» The information in this presentation is for educational purposes only and is not intended to be a
recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be
referenced. The securities of companies referenced or featured in the seminar materials are for illustrative
purposes only and are not to be considered endorsed or recommended for purchase or sale by
Betterlnvesting™ / National Association of Investors™. The views expressed are those of the instructors,
commentators, guests and participants, as the case may be, and do not necessarily represent those of
BetterInvesting. Investors should conduct their own review and analysis of any company of interest before
making an investment decision.

» Securities discussed may be held by the instructors in their own personal portfolios or in those of their
clients. BetterInvesting presenters and volunteers are held to a strict code of conduct that precludes
benefitting financially from educational presentations or public activities via any Betterlnvesting programs,
events and/or educational sessions in which they participate. Any violation is strictly prohibited and should
be reported to the CEO of Betterlnvesting or the Director of Chapter Relations.

» This presentation may contain images of websites and products or services not endorsed by
BetterInvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

« National Association of Investors™, Betterlnvesting™ and the Betterlnvesting™ Icon are
trademarks/registered trademarks. All rights reserved. © 2021 BetterInvesting™.

* We may be recording this session for our future use.
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My personal disclaimer

- | changed from investing in individual stocks using the BI
methodology to investing in index funds about 24 years
ago.

 Not because Bl method did not work (It works great!)

- Not because | was guaranteed to do better (I probably haven’t)
- It was too much work and time consuming for me to keep a strong portfolio

Two unique time frames for investing

- Investing for retirement (you have seen this before)

- Grow a large nest egg
- Maximize allocation to equities

- Investing/divesting during retirement (today’s focus)
« Don’t run out of money
- Maintain large allocation to equities
- Keep living expenses in fixed income
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Investing during retirement

-« Overarching goal
Don’t run out of money!

- Investing objective
Growth of capital (need for later years in life)
Preservation of capital (needed for next few years)
Minimize selling in a down market (don’t lock in losses)

- Investment strategy
Large allocation to equities
Laddered CDs or bonds for living expenses

How do | know that | can retire?

« Retirement income must meet or exceed retirement
expenses for the rest of your life!

« Sources of retirement income
- Social Security
- Pensions
» Rental income
+ Investments

- Retirement expenses

- Everything you must pay for (medical, housing, transportation, food, loans,
taxes, etc.)
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Let’s look at an example

- Retirement expenses

- Everything that you must pay for (housing, medical, food, loans, gifts, taxes,
transportation, etc.) - $80,000 annually

- Sources of retirement income
- Social Security -- $35,000 per year
« Small pension — $5,000 per year
+ Income from investments
+ needs to be $40,000 to meet expenses

How big must your investment nest egg
be to retire?

Multiply the first-year annual income needed from your
investments by 25
- Example: 25 x $40,000 = $1,000,000

- Now you have a reasonable approximation of the total amount of
investments needed to fund your retirement.
+ Notice that your withdrawal rate is 4% (1/25).

Using a withdrawal rate of 4% has been shown to have a high
probability of making one’s balanced portfolio last for 30 years.
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30-Year Starting Safe Withdrawal Rate %,
by Asset Allocation, 90% Success Rate

Equity Weighting % 10 Year 15 Years 20 Years 25 Year 30 Years 35 Years
100 8.3 58 46 38 L 21 39
90 8.6 6.0 47 4.0 35 3.2
80 8.9 6.2 48 4 3.7 33
70 9.2 6.4 = 4.3 38 39
60 94 6.5 8z 4.4 39 2
50 9.6 6.7 54 A.5 36
40 9.8 6.8 54 45 36
30 9.9 6.9 S0 4.6 36
20 10.0 6.9 %D 4.5 36
10 99 6.9 5.4 4.4 34

9.7 6.7 4.2 4.3 3.2
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I
Simplest Equity Investment Plan

Invest everything in a Total Stock Market Index fund
You will be well-diversified domestically
It will be extremely low cost (~.03%)
Reinvest the earnings and you won’t need to do anything
You will achieve the stock market rate of return

Simple is good
Simple is easy
Simple is very profitable
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I
Almost-as-simple plan

« Invest 50% in Total Stock Market Index fund
+ Invest 25% in Small/Mid Cap Index fund
« Invest 25% in International Stock Index fund

You will be globally diversified

It will be very low cost

Reinvest earnings and do nothing
You will achieve stock market returns
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s 1
Target Date Funds (good and bad)

Vanguard Target Retirement Glide Path with Age 65 Retirement

Target Date
h 4
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Helpful tips in early years of retirement

- Consider converting traditional IRA money to Roth IRA
Typically from retirement date to age 73
Only if you can stay in the lower tax brackets
Don’t use the converted money to pay the taxes

- Consider delaying Social Security
Age 62 $700 per month
Age 67  $1,000 per month (assuming this is full retirement age)
Age 70  $1,260 per month

- Strive to have mortgage paid off prior to retirement

14
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When waiting pays off

— Age 62 Age 67 - Age 70
(as early as possible) (full retirement age) (maximum benefit amount)
$1.2 M
$1.0M
= $800,000
>
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S $400,000
oo
$200,000
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62 69 76 83 90
77 80
The age at which the The age at which the The age at which the
cumulative benefit cumulative benefit cumulative benefit
of collecting at age of collecting at age of collecting at age
67 would surpass 70 would surpass 70 would surpass
the cumulative the cumulative the cumulative
benefit of collecting benefit of collecting benefit of collecting
Source: ssa.gov at age 62. at age 62. at age 67.
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A Practical (My) Retirement Model

Assume $1,000,000 investment asset base
Assume $40,000 living expenses are needed from investments

- Stocks -Bonds (CDs) & Cash
« Grows about 7-9% « Grows about 2-4%

« Long-term growth comes - You live off this side
from this side

How much do we keep in bonds and cash?

16
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e
My Current Retirement Model

$1,000,000 investment assets

- $760,000 - $240,000
*50% in VTI (Total stock - $40,000 5-yr CD
market index fund) R $40 000 4_yr CD

value index fund)

+10% in VNQ (REIT index $40,000 2-yr CD
fund) - $40,000 1-yr CD

- 20% in VXUS (Total int'l - $40,000 money market
stock index fund)
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|
Retirement Model w/ IRA

$700,000 IRA + $300,000 taxable account

« $760,000 in equities « $240,000
- $532k in IRA - $28k IRA + $12k taxable  5-yr CD
+ $228k in taxable account - $28k IRA + $12k taxable  4-yr CD
- $28k IRA + $12k taxable  3-yr CD
+ $28k IRA + $12k taxable  2-yr CD
+ $28k IRA + $12k taxable  1-yr CD
« $28k IRA + $12k taxable =~ MMF

RMD on a $700,000 IRA is about $27,000
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Question and Comments

Investment Strategies for
Retirement

Gary Ball

Bl Director, Puget Sound Chapter
gvball@comcast.net
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