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PROLOGUE

	Why I Wrote This Book

	A retirement specialist was not my goal.

	Similar to most individuals, I did not start my finance career with a book or a well-thought-out career roadmap. It began with real life.

	I was brought up in a single-parent family. My mother was alone with four children. Money was not a subject of discussion in theory. It was that which we labored, strained, and made to endure.

	I began working at the age of eleven. Not because I had any big scheme for financial independence, but because that is what you did when you desired something. You worked for it.

	The experience I had at a tender age influenced how I perceive money to this day. Money is not merely a figure in a table. It is the symbol of safety, liberation, and the power to care about the people you love.

	My course seemed quite different a few years back from the one I have today.

	I was able to train in athletics on a high level, and once got a glimpse of what it was like to live the dream of being a professional athlete. However, life begins showing the wrong path, and when we least anticipate it. That period of my life ended earlier than I thought, and like most other former athletes, I was forced to reinvent myself.

	That re-invention brought me into the field of business and finance.

	I later graduated with my MBA and developed a consulting company that served some of the most impressive companies, such as Microsoft, Costco, and Zillow. Everything was going well on paper.

	But life is a way of changing your vision.

	My priorities have shifted overnight when my wife fell severely ill.

	Then the business growth and corporate strategy talk appeared to be not as crucial as the questions related to family, security, and the future.

	It was approximately the same period when my father was retiring. Similar to millions of Americans, he had worked hard and saved his entire life.

	However, at the moment when it was time to switch to the world of retirement, there was something unusual.

	The questions got harder.

	What revenue would he really earn?

	What was the duration of his savings?

	What is the outcome in case of markets falling?

	Was he able to afford the kind of life that he had been working decades to gain?

	These were not theoretical questions any longer. They were real.

	Aiding my father in making such choices made me rethink retirement planning from a new perspective.

	I started contemplating my mother, too.

	A woman who had struggled a lot to bring up four children needed to be clear and confident about how her retirement years would be. She needed to know exactly how her future was going to be in terms of finances.

	And the deeper I read about retirement planning, the more I knew something that shocked me.

	It is because even individuals who had saved well had doubts about their retirement.

	They possessed investment portfolios.

	They had account balances.

	But they had something more important than that.

	There was no assurance regarding their earnings.

	And that is when the actual change occurred to me.

	I resigned from my consulting profession and started to study retirement planning. I want to know how to increase money and how to help families keep their life savings and transform them into something much more worthy.

	Reliable income.

	Since retirement is not merely wealth acquisition.

	It is about making that money work to mean a paycheck you can last as long as you do.

	I have been doing this over the years with families all over the country, assisting them in analyzing their retirement plans, determining what risks they have, and crafting a strategy to make them more stable and bring them confidence.

	And there is one theme recurring in the same place.

	Retirement is assumed to be based on the money one has.

	However, in the real world, retirement is concerned with the amount of income that they can earn from that money.

	There is a difference that makes all the difference.

	It is in this book that I will take you through the principles, strategies, and research that I believe to be the most important concepts of retirement planning.

	Income.

	Not just any income.

	Reliable income.

	Money that you can be guaranteed of, no matter what happens in the market.

	Earnings that enable you to make your payments without worrying.

	Earnings that will enable you to enjoy the retirement you have been working so hard to get.

	You may be one of the people who spent years working on their savings and remain doubtful about their future in retirement years.

	And as you become a reader of this type, you will know something that a good many retired people never completely know.

	You do not retire successfully because of your portfolio balance.

	The power and stability of your revenue quantify it.

	And as soon as you know how to build that income right, retirement planning is much easier than most people have been led to think.

	Let's begin.
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CHAPTER 1

	The Retirement Myth

	Americans have been taught for decades to pay attention to a single figure when thinking about their retirement.

	"How much do I need to retire?"

	You have likely heard the answers previously.

	One million dollars.

	Two million dollars.

	Ten times your salary.

	Whole industries have been constructed to assist individuals in the pursuit of that figure.

	It is discussed on financial television.

	Investment firms are marketing it.

	Retirement calculators determine it.

	However, here is what most people find uncomfortable, especially after retiring:

	It is not all about the amount of money you have in terms of retirement.

	It is the amount of income you can make out of that money.

	And these two things differ.

	Not even close.

	Assets Don't Pay Bills

	And how about the case of a person who says that they have saved two million dollars in retirement?

	That sounds impressive.

	But the real question isn't:

	"How much money do they have?"

	The real question is:

	To what extent will that money be safe in terms of the income it can generate monthly for the rest of their lives?

	Retirement costs are not paid in the form of a lump sum.

	They arrive as monthly bills.

	Housing

	Food

	Utilities

	Insurance

	Healthcare

	Travel

	Family expenses

	Life is not bought on account balance, but month by month.

	Income is what retirement planning should be based on, as opposed to assets.

	The Portfolio Illusion

	The conventional model of retirement is constructed around what is termed portfolio withdrawal.

	You've been building up assets for decades.

	Then, when you retire, you gradually draw out of those resources to earn money.

	The best-known example of this strategy is the 4% rule.

	It implies that retired employees will be able to take four percent of their savings annually and stand a decent hope of not depleting their assets.

	But there's a problem.

	Actually, several problems.

	The 4% rule assumes:

	
	● stable market conditions

	● stable returns on investment.

	● moderate inflation

	● average life expectancy



	Such assumptions are not often cooperative with real life.

	The markets do not move in straight lines.

	Inflation changes.

	Human beings are living longer than anticipated.

	And sequence of returns - the sequence in which the returns of the market take place - can seriously affect the duration of retirement savings.

	When a retiree suffers a decline in the market early in retirement, they may forever destroy the capacity of their portfolio to heal.

	It is referred to as sequence-of-returns risk, and it may be ranked among the most threatening dangers of retirement income.

	Even huge portfolios fail to work in the wrong market conditions.

	The Psychology Problem

	An even bigger problem is not the math.

	Human behavior is the greatest issue.

	Scholars who have conducted research on the spending patterns of people during their retirement have made an interesting finding.

	There are also numerous retired individuals who have good savings, but they do not spend that money.

	They lead a life way below their standards.

	They postpone their journeys that they were always wishing for.

	They are always concerned with how they will spend out of pocket.

	Why?

	It is unsafe to see the account balance diminish.

	Although the withdrawal plan may be mathematically good, psychologically, it appears to be losing money.

	It is referred to as the retirement spending paradox.

	Retirement... people spend their whole life on it... and then arrive there and are too afraid to spend their money.

	The Pension Era

	Ironically, this problem was, to a great extent, resolved in the past generations.

	American workers have been depending on pensions for decades.

	Something was most powerful with a pension:

	A lifetime guarantee of a monthly paycheck.

	Employees did not have to be concerned about:

	
	● market performance

	● withdrawal rates

	● outliving their savings



	They just got a check at the end of every month.

	They did the same thing as they were working.

	Pensions eliminated the uncertainty.

	However, too bad, pensions have almost vanished in the private sector.

	The Bureau of Labor Statistics has indicated that less than one-fifth of workers in the private sector are currently entitled to a traditional pension plan.

	It implies that millions of retirees now have to solve what the previous generations have never solved.

	The retirees should be left to make their own retirement income.

	The Shift That Changed Everything.

	With the disappearance of pensions, people were left with the responsibility of retirement planning.

	Pension plans were substituted by 401(k) plans.

	Workers were told:

	"Save your money. Invest it well. Withdraw it carefully."

	But here's the catch.

	The 401 (k)s were intended to accumulate.

	They did not even serve to distribute income.

	Stated differently, they assist you in creating wealth.

	They do not always assist you in transforming that wealth into good revenue.

	And that is the true problem of retirement.

	The Question That Really Counts.

	Instead of asking:

	The question is, how much money do I need to retire?

	A better question would be:

	How can I know how much dependable revenue I shall have monthly all the rest of my days?

	Something phenomenal occurs when retirees are aware of how much income they will get in any given month.

	Fear disappears.

	Confidence increases.

	Spending becomes easier.

	Retirement is pleasant once more.

	In other words:

	Income creates freedom.

	Another Perspective of Retirement.

	In the following chapters, we shall approach retirement planning from an entirely new perspective.

	Rather than making the emphasis on assets alone, we will emphasize streams of income.

	Rather than praying that markets will work with us, we will see ways of establishing a foreseeable income with or without the market.

	We won't worry about the lack of money; we will look into how to make sure that the income will be as long as you are.

	At the close of this book, you will know something most of the retired people never fully comprehend.

	Your net worth is not the most significant number in retirement.

	It's your monthly income.

	And when you know how to create sustainable sources of income, the process of retirement planning becomes infinitely easier.



	
CHAPTER 2

	Paychecks and Playchecks

	When the majority of people have retirement planning in mind, they unconsciously refer to investments.

	Stocks.

	Mutual funds.

	401(k) balances.

	Market returns.

	There is one significant point lacking in that whole conversation.

	It is not all about investments when it comes to retirement.

	Retirement is about income.

	The concept of retirement is replacing the paycheck that evaporates as soon as you cease working.

	Your financial system has been basic all your life.

	You go to work.

	You receive a paycheck.

	You pay your bills.

	You save some money.

	The cornerstone of all that is that paycheck.

	It pays for your house.

	It pays for groceries.

	It covers utility, insurance, transport, and medical services.

	Your culture is based on a routine stream of revenue.

	Then one day you retire.

	And one day, the paycheck runs out.

	The question that is most excruciatingly clear:

	So, where are you going to get your income?

	The Retirement Planning Blunder.

	Financial planning has, over the decades, been all about the accumulation of assets.

	Save as much as possible.

	Invest aggressively.

	Create a multibillion-dollar portfolio.

	The creation of assets is half the battle.

	Those resources have to be later turned into revenue.

	And this is the place where most retirement plans fail.

	The fact that it is much more complex than most individuals would care to admit to create a reliable income out of assets.

	Markets fluctuate.

	Taking away lowers a principle.

	Purchasing power is obliterated by inflation.

	And, last but not least, retirees do not have an idea of their lifespan.

	The retirement plan created by all-asset withdrawal puts colossal strain on the portfolio to have an impeccable performance over decades.

	That's a risky assumption.

	The Paycheck Problem

	Income will come automatically during working years.

	Money is deposited in the bank account every two weeks.

	You do not even need to be concerned with the stock market before making your mortgage payments.

	You do not wait to have the S&P 500 do well before purchasing groceries.

	Your paycheck is stable.

	Predictable.

	Reliable.

	However, after that paycheck has vanished, the majority of retirees are instructed to do something entirely different.

	They are instructed to take out money from their investment accounts.

	Every month.

	Every year.

	For the rest of their lives.

	Such a strategy adds incompleteness to what was previously definite.

	And to most retirees, that uncertainty is the source of immeasurable anxiety.

	Paychecks vs. Playchecks

	A concept that is taught extensively in retirement income studies provides one of the most effective explanations of retirement income.

	It is designated as paychecks and playchecks.

	Your retirement costs are of two types.

	The former is basic expenditures.

	These are the bills that one has to pay regardless of what occurs in the financial markets.

	Housing

	Food

	Utilities

	Healthcare

	Insurance

	Transportation

	These costs are your salaries.

	That is, they are the financial burdens that have to be paid with reliable incomes.

	The second type is the spending on lifestyle.

	Travel

	Dining

	Entertainment

	Hobbies

	Gifts

	Experiences

	These costs are the playchecks.

	They are those pleasant aspects of retirement.

	Yet they are even more adjustable.

	Lifestyle spending can be modified in case markets do not perform well in a year.

	Essential expenses cannot.

	The Implication of this Difference.

	Such a difference might appear easy, with gigantic consequences for retirement planning.

	Critical costs must not be pegged to unpredictable performances in the market.

	But that is precisely the manner many retirement plans are set up nowadays.

	An aging workforce that owns a large investment portfolio can technically afford to finance its lifestyle.

	However, when there is considerable volatility in the markets, retirees will be compelled to spend less.

	Worse still, invest in a downturn and permanently impair the effectiveness of their portfolio in recovering.

	This is what is referred to as sequence-of-returns risk, and it can severely reduce the life of a retirement portfolio.

	Many financial economists insist that retirees are entitled to some form of guaranteed income because it is one of the leading reasons why most retirees are exposed to poverty.

	 

	The Confidence Factor

	Another reason q111111111why reliable income is important is this.

	It alters the retirement thought process of the retirees.

	Scholars of retirement behavior have theorized that the decisions made by retirees to spend are much more assured when they have a predictable lifetime income.

	They are not so concerned about running out of cash.

	They find it easier to relax in their retirement.

	And they may spend less of their savings by underspending.

	This is not just theory.

	Studies conducted by organizations like the Retirement Income Institute and The American College of Financial Services have, over and over again, discovered that retirees who have guaranteed income streams claim to feel more financially confident and satisfied with retirement.

	With the certainty of the amount of income that people will have each and every month, it is much easier to plan their lifestyle.

	They are aware of what type of house they can afford.

	They are aware of how much they can afford to spend on traveling.

	They are aware of the amount of buffers they have in their finances.

	Income creates clarity.

	The Causes of Uncertainty among Retirees.

	Creating a plan that will suffice to sustain millions of retirees who have worked hard all their lives is still a question that millions of retirees worry about.

	The reason is simple.

	They possess resources, but not enough future earnings.

	The size of their investment accounts may be large.

	However, such reports vary according to the market.

	They can be in possession of retirement savings.

	However, they do not know their rate of depreciation as soon as they start taking money out.

	The absence of stable sources of income means that the retirees have to make complicated financial choices annually until the end of their lives.

	To what extent should they withdraw?

	What happens if markets fall?

	Should they reduce spending?

	How many days can their money be available?

	These questions cause unnecessary stress to a lot of retirees who did not anticipate such stress.

	The Keystone to a Sound Retirement Plan.

	To approach it more steadily, it is best to try to answer the following basic question:

	To what extent will you receive a guaranteed income each month until the end of your life?

	The sources of this income usually include:

	Social Security

	Pensions

	Other sources of contractual income.

	After the identification of these sources of income, the second move is to understand whether they can take care of the basic spending of the retiree.

	In case they do so, then the retirement plan has a strong foundation.

	Otherwise, the plan might need a supplement to the income.

	Because the eventual plan of retirement planning is not merely to have wealth.

	This is to build a financial framework that will enable you to live happily, comfortably, and sustainably till the end of your days.

	The Key Insight

	The most effective retirement plans are aimed at achieving a reliable income in the beginning.

	Investment portfolios may be used to accomplish an alternative task once the necessary costs are met through stable sources of income.

	They have the ability to finance lifestyle expenditure.

	They are able to help sustain growth in the long run.

	They can offer flexibility.

	Nevertheless, they do not have to shoulder the burden of financing all the retirement earnings anymore.

	Such a change leads to a big decrease in financial stress.

	And it will enable retirees to look at their future with much higher confidence.

	In the following chapter, we shall examine why a combination of investment portfolios to produce the required retirement income can put retirees in several serious risks - risks that most individuals are not very aware of until it is too late.

	 


CHAPTER 3

	The 3 Dangers that can ruin a Retirement Plan.

	A majority of the retirement plans sound good on paper.

	A healthy portfolio balance.

	Diversified investments.

	Years of disciplined saving.

	To most individuals, it seems that the struggle is over.

	Retirement, however, brings a new reality that most investors do not even take time to consider.

	The risks, which count the most in retirement, are quite opposite to the risks that you encountered when accumulating wealth.

	The financial plan is uncomplicated during your work life. Get hold of properties and leave time to increase productivity.

	The strategy should be different in retirement. It is no longer about growth but sustainability.

	Something much harder your savings must now achieve.

	They are expected to support you in the remainder of your life.

	And that work is jeopardized by three mighty dangers which all retirees should know.

	Longevity risk.

	Market risk.

	Sequence-of-returns risk.

	These risks are not theoretical. They are actual powers that have destroyed millions of retirement plans.

	The first step to having a retirement income strategy that can withstand them is having knowledge about them.

	Risk Number One: Longevity

	The most underestimated risk is the first one.

	Longevity.

	In a nutshell, it is plain that people live longer than ever.

	Scholarly innovations in medicine, health care, dietary patterns, and safer environments have extended the lifespan significantly in the last century.

	The current 65-year-old couple has a very high chance of living into their nineties.

	It implies that retirement can be 25-30 years.

	In some cases, even longer.

	This poses a severe planning problem.

	A retirement portfolio can no longer be considered to earn income over ten years, but over several decades.

	And it is not possible to determine the time that a person will live.

	Many retirees underestimate this risk since they focus on average life expectancy.

	Retirement planning cannot be based on averages.

	When one of the spouses outlives the financial projections, the financial plan will have to work.

	It is a longevity risk according to economists.

	There is a threat of living too long.

	And it is among the greatest threats to retirement security.

	Risk Two: Market Volatility.

	The second threat that retirees are subjected to is market volatility.

	There are cycles in the financial markets. There are usually building booms followed by building slumps.

	To long-term investors, the volatility can normally be controlled since time can help the portfolio recover.

	A 40-year-old investor is able to withstand a recession. The same thing may not be the case with a 70-year-old retiree who takes home a paycheck.

	When the markets are falling during the retirement period, two things occur simultaneously.

	Portfolio values fall.

	Withdrawals of income are sustained.

	This mixture has the potential to cause massive strain on retirement savings.

	Consider a retiree who draws income in a huge market crash.

	The market causes their balance to go down in terms of portfolio. Meanwhile, they have to keep on drawing cash to cover their living costs.

	The effects of that twofold influence can go a long way in causing the portfolio to perform poorly in terms of recovery in case of a market downturn.

	This is among the reasons why many of the retirees are not comfortable leaving their entire retirement in the hands of investment portfolios to earn retirement income.

	Markets are effective growth instruments. However, they were not made to generate regular revenue on a monthly basis.

	Risk Number Three: Sequence of Returns.

	The third threat is the one that may be the least known.

	But it is the most hazardous oftentimes.

	It is referred to as sequence-of-returns risk.

	This risk is the sequence of returns that the market makes when one is in retirement.

	Even two retirees with the same average based on their earnings over time might have two totally different results.

	The discrepancy is in the timing of such returns being made.

	When there is good market performance in the first years of retirement, the portfolio has time to increase before it starts to experience high withdrawals.

	However, when negative returns are experienced at the beginning of retirement, the portfolio can be damaged, and it might be hard to fix the damage.

	Take the case of two retirees who have one million dollars in retirement.

	The long-term average returns are equal on both.

	However, one is subjected to a significant decline in the market when they are in their first five years of retirement, and the other experiences a high market growth in the years.

	The early losses incurred by the retiree during the withdrawal process can lead to the permanent deterioration of the sustainability of the portfolio.

	Although the markets may recover later.

	This is the undetectable risk of depending solely on the withdrawal of investments in order to finance retirement.

	The time of performance of the market is of absolutely critical importance.

	But, unfortunately, no one can regulate or foresee that time.

	The Retirement Planning dilemma.

	A combination of these three risks makes the process of planning retirement very complex.

	Longevity implies that income should be decades-long.

	Uncertainty in the values of portfolios is caused by market volatility.

	Sequence-of-returns risk implies that market performance can radically change over time.

	To retirees whose sole means of livelihood is investment portfolios, these risks may pose a sense of uncertainty at all times.

	Will the market work with the year?

	Are withdrawals to be decreased?

	Are savings to be as sustainable as they will be?

	They are not easy to respond to as they require answering issues that are not within the control of the retirees.

	And that indeterminacy is one of the major causes that makes many retirees anxious about their future in terms of finances.

	The Stability Solution

	These risks are solved in the best retirement plans.

	Instead of wishing that markets can work well over decades, they add income sources that are not tied to market performance.

	These sources of income are stabilizing.

	They assist in setting up important living expenses that may be covered irrespective of the market conditions.

	Something important occurs when retirees are assured that their basic financial needs are safe.

	The stress on the investment portfolio is minimized.

	The portfolio will be more strategically utilized as a means of growth, flexibility, and lifestyle spending, and not as the only source of income.

	Such a change forms a much more robust retirement plan.

	It reduces financial stress.

	And it enables retirees to retire with much more confidence.

	A New Perspective

	Retirement planning does not solely focus on asset building.

	It is about managing risks.

	Longevity risk.

	Market risk.

	Sequence-of-returns risk.

	The most resilient retirement plans accept these facts and incorporate income frameworks that are resistant to them.

	Since the aim of retirement planning does not indeed culminate in wealth amassing.

	This is aimed at making sure that wealth can sustain income throughout a lifetime.

	The next chapter will discuss why most of the conventional retirement plans fail to achieve such an objective, and how relying on investment withdrawals may not offer the stability that most retirees seek.
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CHAPTER 4

	The reason why Traditional Retirement Advice does not work.

	The financial industry has been pushing an easy formula for retirement for decades.

	Save consistently.

	Invest in a diversified portfolio.

	Withdraw a small percentage annually.

	Provided that markets do collaborate, then the theory has it that your savings will last the rest of your life.

	This strategy was popularly referred to as the 4 percent rule, which was developed by financial studies during the 1990s. The rule implied that retirees would be able to withdraw about four percent of their portfolio annually and increase that sum in line with inflation, but with a modest chance of not becoming penniless.

	This rule was the mainstay of retirement planning for several years.

	It was mentioned in investment companies.

	The financial advisors modeled portfolios.

	Retirement calculators constructed their estimations around it.

	Surface-wise, it is logical.

	However, on closer examination of the assumptions made in the rule, the restrictions are very clear.

	The 4 Percent Rule of Assumptions.

	The initial study, which came up with the 4 percent rule, made some vital assumptions.

	To start with, the retiree would have a balanced stock and bond portfolio.

	Second, long-run market returns would be similar to historic averages.

	Third, inflation would be rather stable.

	Fourth, the retirement would be about thirty years.

	In that case, the study was of the view that removal of approximately four percent annually stood a moderate probability of succeeding.

	The retirement planning is not done in a laboratory.

	The world and reality are seldom subject to historical averages.

	Markets move unpredictably.

	Inflation fluctuates.

	The lifespan of people has increased.

	And the changes may make a big difference in the sustainability of a withdrawal strategy.

	The Market Dependency Problem.

	The biggest weakness of the conventional withdrawal model is that it is so dependent on the performance of the market.

	When a retiree draws on a portfolio, they are betting on three things to occur simultaneously.

	The returns on investments should be high enough to recoup withdrawals.

	Purchasing power should not be eroded too fast because of inflation.

	And recessions should not be early in retirement.

	The retirement plan cannot bear much uncertainty like that.

	Consider two retirees whose portfolios and withdrawal plans are the same.

	One retires at the time of high market growth. The remaining retirees just in time before a long-term decline in the market.

	Their financial future can be radically different.

	The retiring individual who suffers losses in the market during the instant withdrawal could incur permanent losses for the duration of their portfolio.

	The retiree with good initial returns can have a far more secure result.

	This is the problem of overdependence on the investment markets to finance retirement income.

	Markets are an effective means of accumulating wealth. However, they never intended to deliver consistent monthly revenue.

	The Behavioral Challenge

	Financial models usually miss this other factor.

	Human behavior.

	Theoretically, those who have used a withdrawal plan should be disciplined in times of market slump. They are supposed to keep on drawing the same percentage irrespective of the market conditions.

	That is hardly what actually happens.

	Many retirees are not comfortable anymore with making the same withdrawals when markets fall, and portfolio balances drop.

	They reduce spending.

	They delay travel plans.

	They defer lifestyle choices that they would have cherished to spend in retirement.

	The emotional nature of seeing an account balance dwindle can be distasteful even when the math dictates that their withdrawal plan is still feasible.

	The studies conducted on the topic of retirement behavior have constantly revealed one pattern, which is that retirees tend to spend their savings below their expectations since they worry that they will run out of money.

	That is, individuals take decades of working to amass wealth to retire and find it hard to enjoy it at retirement.

	A System Constructed to amass.

	The other weakness of conventional retirement counseling is that most financial systems were built to accumulate, as opposed to giving out.

	The 401(k) plans are very useful when it comes to saving in your working years.

	However, they have never been intended to work as lifetime income provisions.

	They assist people in amassing huge stocks of assets.

	They do not necessarily transform those assets into expected income.

	That is the reason why most retirees retire with huge savings, not knowing much as to how the savings can translate into monthly earnings.

	The system assisted them in amassing wealth.

	It did not necessarily assist them in transforming that wealth into a secure paycheck.

	The Pension Which Vanished.

	This issue was addressed differently by the previous generations.

	Pensions have been a typical aspect of employment in much of the twentieth century.

	A pension constituted a lifetime income.

	Investment performance or withdrawal strategy was not an issue for the workers.

	This was just a check every month.

	Basically, the employer and the pension system had to deal with the complexity of longevity risk and market risk management.

	As the pensions started to vanish in the private sector, they were transferred to individual responsibility.

	Millions of retirees were abruptly supposed to be in the workforce managing their investment portfolios, deciding on the withdrawal plans, and seeing their savings carry for decades.

	That is a huge financial cost.

	And also, it takes a certain degree of skill that a great number of people have never had any training to acquire.

	The Income Perspective

	Once retirement planning is considered in terms of income as opposed to assets, the discussion takes a new dimension altogether.

	Rather than posing the question of what the size of a portfolio should be, a different question is posed.

	What will be the amount of dependable revenues per month?

	Stable income brings about stability.

	It eliminates uncertainty in key costs.

	It enables the retirees to make more assured lifestyle choices.

	That is why a number of financial economists tend to stress the necessity to acquire a minimum level of guaranteed income in the retirement period.

	It has been demonstrated by research carried out by various institutions, like the Center of Retirement Research at Boston College, that the income solutions that are able to pool the longevity risk can offer higher sustainable income compared to the conventional withdrawal plans.

	Indeed, other research has shown that guaranteed income, together with investment portfolios, can enhance the total retirement spending potential and lower the risk of downside.

	These results point out a critical observation.

	Investment performance is not a determinant of retirement success.

	It is established upon the intensity and stability of incomes.

	Reconsidering Retirement Strategy.

	A retirement strategy constructed on investment withdrawals solely causes a huge burden on the financial market to act positively throughout the decades.

	A more equalized way brings several sources of income into the scene.

	One source is Social Security.

	Some retirees still have pensions.

	Part of the retirement savings can be converted to predictable streams of income using other financial instruments.

	The retirement plan is much stronger when such factors are combined in an effective way.

	Reliable income takes the place of necessary costs.

	Investment portfolios are flexible, have the potential to grow, and fund lifestyle wants.

	This structure lessens the emotional and financial strain on the market performance.

	And it develops a plan of retirement that is more comfortable to maintain.

	A Simpler Framework

	The strategy can be made easier to comprehend when people learn how to retire by considering it as a form of income.

	First, find out what is needed in the way of income to meet the basic needs of living.

	Second, find solid sources of income that can meet such costs.

	Third, permit investment portfolios to fund lifestyle expenditure and long-term development.

	This program makes retirement planning more of a system rather than a guessing game.

	It emphasizes the most important outcome.

	Reliable income.

	Another important part of the retirement income conversation that we are going to discuss in the next chapter is the critical component of retirement income.

	Bonds had been viewed as the conventional safety net of retirees.

	However, the financial environment has revolutionized, and most economists are now doubting the ability of bonds to play that role in the current retirement market.
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CHAPTER 5

	The reason Bonds are no longer the Retirement Safety Net.

	Retirees had always been taught a simple principle.

	When you are nearing retirement, diversify your stocks by transferring them to bonds.

	The logic seemed sound.

	Stocks provide growth.

	Bonds provide safety.

	One of the most common traditional retirement plans was 60 percent stock and 40 percent bond, or even more conservative mixes as one neared retirement.

	The bond part of the portfolio was to accomplish two things.

	Reduce volatility.

	Provide income.

	This strategy was quite effective for decades.

	However, the financial world has transformed radically.

	And most economists are convinced that bonds no longer offer the stable retirement income that they offered previously.

	The Changing Bond Landscape

	There is a need to comprehend what bonds are to know why bonds are no longer so dependable for retirees.

	A bond is essentially a loan.

	By purchasing a bond, you are lending out funds to a government or a corporation. The borrower, in turn, agrees to make interest payments over the course of the time and repay the principal value at the time of maturity.

	During a large part of the late twentieth century, bonds provided fairly appealing yields.

	The retirees might have government or good-quality corporate bonds and receive regular income through interest that assists in supplementing their income needs.

	In the early 1980s, for example, U.S. Treasury bonds were sold at over 10 percent.

	Interest payments on them alone may offer a significant amount of retirement funds.

	The environment is now very different.

	Interest rates have been decreasing slowly in the last few decades. The decreasing rates imply a decrease in the yield of the bonds.

	And reduced yield implies that retirees will have to plough much more capital before they can earn the same income.

	In most instances, the yields on bonds hardly match the inflation.

	That is a major problem for the retirees who depend on the bonds to support their living costs.

	The Interest Rate Risk

	There is also another risk of bonds that most retirees are not aware of.

	Interest rate risk.

	The value of the pre-existing bonds usually declines when the interest rates increase.

	This is because new bonds will start to pay more in terms of interest rate, and the old bonds that have lower interest rates will become less appealing.

	In the case of retirees who may have a bond fund or bond portfolio, it may result in a surprise loss due to increasing interest rates.

	This was a lesson that many investors have paid for with a sharp fall in bond markets whenever the rates started to increase.

	The fact that bonds are always safe has turned out to be much more complex than the expectations of many investors.

	The Income Problem

	More than volatility, there is a greater problem of income.

	The question of retirement planning boils down to one thing.

	What is the amount of monthly income you can save?

	Traditionally, bond portfolios would not bring sufficient income to satisfy the needs of many retirees.

	When a retired person is holding one million dollars in a three percent bond, this portfolio will produce about thirty thousand dollars annually prior to taxes.

	It is also possible that income is not sufficient to lead a comfortable retirement, especially when healthcare expenses, inflation, and life expectancy are taken into consideration.

	This drives the retirees to hard choices.

	They can accept lower income.

	They will be able to assume a greater risk in the market.

	Or they may look to find other options that are tailor-made to produce credible retirement income.

	What Research Is Showing

	Economists and retirement researchers have not been left behind in this change in the financial scene.

	There is a growing literature to support the fact that the use of bonds to deliver retirement income might no longer be the most efficient way.

	The empirical research of retirement income plans has concluded that the use of guaranteed lifetime income plans has a number of ways in which retirement benefits can be enhanced.

	The Retirement Income Institute cites research that has added guaranteed income solutions to a retirement plan, finding that it has the potential of increasing spending as well as minimizing the downside risk.

	In one study, it was found that with a combination of guaranteed income and investment portfolios, the retirees could boost their annual expenditure by an average of 29 percent and cut the risk of downside by an average of 33 percent.

	These conclusions indicate a crucial fact.

	A retirement portfolio does not necessarily need to be fully dependent on the returns of the market to earn returns.

	Certain plans enable the retirees to use a part of their savings to create lifelong streams of predictable income.

	The Longevity Advantage

	The other reason why economists study income solutions is that they can be used to resolve the longevity risk.

	Conventional portfolios will need to take a certain rate of withdrawal to ensure that they do not run out of cash.

	Pool longevity risk income solutions are different.

	These systems will be able to allocate income more effectively by summing the life expectancy of most individuals together.

	This idea has been noted in research conducted by other centers, like the Center of Retirement Research based at Boston College. Their effort shows that the strategies capable of combining longevity risk can sometimes provide a more sustainable income than portfolios only based on withdrawals.

	This is not magic.

	It is simply mathematics.

	In the case when the longevity risk is spread among a large number of participants, income may be more efficiently distributed.

	What Experts Are Saying

	Leading economists have also studied the role of alternative income strategies on retirement.

	This has been observed by Dr. Roger Ibbotson, a well-regarded financial economist and former Yale professor whose work on asset allocation and market returns has identified a potential role in the smoothing of returns by fixed indexed annuities, which do not incur negative market losses yet have the potential to grow.

	Other studies by other organizations, like Ernst and Young, have also determined that strategies integrating guaranteed income solutions with the usual investment portfolios perform better than investment-only strategies in terms of sustainable income.

	These results support an emerging trend among retirement scholars.

	Portfolio size alone is insufficient, as income stability is important.

	The True Objective of Retirement Planning.

	Retirement planning is not an academic exercise of maximizing portfolio returns.

	It is not aimed at winning some theoretical competition in investment.

	This is to develop a financial plan that will enable the retirees to live comfortably and with great certainty throughout the remaining years of their lives.

	That means securing income.

	The regular arrival of income.

	The income is not completely dependent on the market conditions.

	The income will enable the retirees to enjoy their lives without having to worry about whether or not their retirement savings will run out.

	Bonds previously contributed a major portion.

	However, the contemporary financial world dictates that retirees have to reflect on a wider range of instruments.

	To gain insights into those tools, the initial step is to gain an insight into a financial product that is usually thought to serve multiple purposes and is actually tailored to achieve one specific purpose.

	Lifetime income.

	The following chapter will discuss what annuities are, how they operate, and why they have become one of the most popular research topics to create a reliable retirement income.



	
CHAPTER 6

	What Annuities Actually Are

	None of the financial products is more misconceived than annuities.

	Talk about retirement and mention the word annuity, and you will most likely receive two first responses.

	Curiosity or skepticism.

	Some individuals have formed the opinion that they are helpful during retirement. Some warnings were heard that they must not be taken at all.

	The reality, as is usual in finance, is more subtle.

	Annuities are not magic, nor financial traps. They are just the financial tools that are created to address a very limited issue.

	That is the lifetime income issue.

	To get a feel of the annuities, one should do away with the confusion and get down to the bare bones of the product.

	The Core Idea

	The simplest form of an annuity is a contract with an insurance company.

	You are putting money in the contract.

	In its turn, the insurance company is obliged to offer some benefits under the terms of such a contract.

	Among such benefits may be that of having protection of the principal, growth tax-deferred, and above all, as a retirement plan, an income stream that remains with you throughout your lifetime.

	That last characteristic can be seen as the reason why annuities have been such a significant part of retirement systems for centuries.

	They are also among the limited number of financial instruments that are specifically suited to turn savings into a lifetime guaranteed income.

	As one of the most popular financial magazines summed it up, nothing that conventional investment can offer is guaranteed by annuities.

	The income that persists regardless of your life span.

	This is not speculation or performance in the market. This is a promise of the contract supported by the insurance company that issues the product.

	Why is it possible for insurance companies to do this

	The first thing that comes to the mind of many people about an insurance company is how it can guarantee income that is earned throughout life.

	The solution is in a concept known as risk pooling.

	The insurance companies work based on pooling the financial risks of large numbers of people. Others will die at a young age. Others will live longer.

	Combining those longevity risks on thousands of people allows the insurance company to come up with revenues that are sustainable throughout the rest of the group.

	This is commonly known as mortality credits.

	In simple terms, those who survive longer enjoy the longevity risk of others who are not living as long as they do.

	This enables the amount of annuity income that can be paid to be greater than many portfolios can safely withdraw and still make lifetime guarantees.

	Many economists have researched this.

	Studies of longevity risk in institutions like the Center of Retirement Research at Boston College have demonstrated that the aggregation of longevity risk can generate more efficient distributions of income than purely investment withdrawals.

	This is not a marketing claim. It is a mathematical fact that is based on the operation of insurance systems.

	



	



	A Personal Pension

	The other useful method of comprehending annuities is by viewing them as a kind of personal pension.

	During the greater part of the twentieth century, employees depended on pensions as a source of retirement income.

	The employers financed the pension plan.

	Workers retired.

	And the pension provided a monthly life payment, which was predictable.

	In the context of the pensions that started to vanish in the private sector, millions of Americans were deprived of the opportunity to receive the specified kind of income security.

	The annuities were made to resemble most of the identical income properties.

	They enable one to use some of their pension income as a lifetime flow of income.

	That is, they enable the pensioners to design their own pension plan.

	It is especially significant within the current state of retirement, where Social Security can be considered the sole reliable source of income by many retirees.

	The Psychological Benefit

	A behavioral benefit is also seen in situations where a guaranteed income is given to retirees.

	Research on retirement psychology has established that retirees have more comfortable ways to spend their money when they have stable sources of income.

	Michael Finke and David Blanchett, two famous retirement researchers, have termed guaranteed income to give retirees a license to spend.

	Retirees will be more assured to spend their savings to have their retirement period when they are assured that they will still have their income, regardless of the performance of the market.

	The point is one of the most widespread issues for retirees.

	Even the wealthiest people tend to be very tight-fisted as they fear losing their resources.

	Predictable revenue cuts such uncertainty.

	It enables the retirees to be less concerned about safeguarding their savings and more so enjoy the retirement they deserve after the long struggle.

	The Misconceptions About Annuities.

	In case annuities can offer lifetime income, how come they are so controversial?

	The answer is simple.

	An annuity refers to a wide variety of goods.

	Some are designed for growth.

	Others are protection-oriented.

	Others are lifetime income designs.

	Other forms of annuities have been aggressively sold over the years as replacements for investments, as opposed to providing income.

	More specifically, variable annuities were commonly sold as growth investment products with complicated fee structures.

	These products have led to most of the criticisms that have been made against annuities as a type.

	Yet the annuity business has many other parts, and variable annuities are just one.

	There are other categories of annuities that are designed with the aim of getting income guarantees and safeguarding the principal instead of speculating on the market.

	Regrettably, too many consumers listen to the critique of a certain kind of annuity and think that it is relevant to all forms of annuity products.

	The assumption made is confusing.

	Transparency Matters

	Similar to any financial product, there are rules, tradeoffs, and terms of the contract associated with purchasing an annuity that one needs to know before buying one.

	They do not aim to substitute a whole retirement portfolio.

	They are created to play a particular purpose in a retirement plan.

	That position is giving reliable revenue.

	Properly used, annuities could assist in stabilizing a retirement plan as a part of the savings is converted into lifetime income.

	They may cause unrealistic expectations when they are misinterpreted or misused.

	This is the reason why education is vital.

	Retirees are to be made aware of what an annuity is, how it works, and what its intended purpose is as part of a larger retirement plan.

	The Key Insight

	This is the most significant fact that should be known about annuities.

	They were not meant to be directly competing with traditional investments.

	Stocks are constructed to increase wealth.

	Bonds are supposed to give interest and stability.

	Annuities are aimed at giving an unlimited income payment.

	All these tools have a different purpose.

	They can be combined to provide the best retirement plans, which balance growth, protection, and income.

	As soon as retirees refer to these roles clearly, the discussion on the topic of retirement planning is made much easier.

	Instead of enquiring about the best product, the question one should ask is:

	What are the best tools to combine to ensure a steady income throughout the rest of your life?

	The following chapter will discuss the increasing literature on guaranteed lifetime income and why the idea is deemed by many retirement experts to be a crucial component in the creation of sustainable retirement plans.
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CHAPTER 7

	The Economic Case in Support of Guaranteed Lifetime Income.

	Retirement planning is often a discussion of opinion.

	One financial consultant will be biased towards a single strategy. Another counselor wants it to be different. The personalities of the financial media argue about the strengths of many investment philosophies.

	The situation is much less subjective when economists are discussing retirement income.

	Scholars examine mathematics, longevity statistics, expenditure patterns, and the sustainability of income.

	And throughout the last twenty years, academic literature has come to a similar conclusion.

	The amount of retirement income is more important than the amount of retirement assets.

	To be more exact, having a minimum of predictable lifetime income can radically enhance the results of retirement.

	Economists, financial institutions, and retirement research centres in the world have examined this insight.

	The findings are very consistent.

	The Mathematics of Longevity.

	Longevity is one of the main issues of retirement planning.

	None of them is sure of how long they will live. Some of the retirees will be taking a ten-year retirement. Other individuals will spend thirty years or perhaps more.

	Conventional investment portfolios are trying to address this uncertainty by restricting withdrawals.

	An aged individual can access four percent of his/her portfolio a year with the hope that the rest of the money will keep on increasing.

	However, this method presupposes conservative assumptions.

	Take away too much, and the portfolio will not be sustainable. Retire too minimally, and the retiree unwillingly restricts their life.

	Longevity risk pooled income solutions are different.

	Insurance systems eliminate the longevity risk of thousands of people, rather than having that risk borne by a single person who is attempting to determine the length of time that his or her savings will last.

	There will be shorter lives for some participants.

	Others will live longer.

	Through combining the same uncertainty of a big group of people, the payment of incomes can be designed in a manner that sustains throughout a lifetime, but the funds are distributed effectively over the whole group.

	Economists have used this efficiency as mortality credits.

	And it is among the main reasons income annuities have the potential to offer more lifetime income than most conventional withdrawal plans.

	Studies conducted by the Center of Retirement Research at Boston College have revealed the ability of longevity pooling to generate a more sustainable retirement income as compared to that generated by portfolios that draw solely on the basis of withdrawals.

	It is not marketing terminology. It is a mathematical benefit that has been designed by the system structure.

	What the Research Shows

	Scholarly studies of retirement income plans have grown at a fast pace over the past few years, with the demise of pension programs and as retirees are now more dependent on their personal savings.

	A number of key studies demonstrate the advantages of including guaranteed income in retirement schemes.

	Retirement researchers have used one analysis, which concluded that a diversified investment portfolio plus guaranteed lifetime income would enable retirees to raise their sustainable expenditure level and lower downside risk.

	The paper established that retirees might be able to boost their annual expenditure by about 29 percent and, at the same time, decrease downside risk by around 33 percent.

	This is a powerful result.

	It implies that having some sources of reliable income does not simply offer a security level. It may also enhance the effectiveness of the whole retirement strategy.

	The reason is simple.

	As long as the key costs are financed by reliable income, investment portfolios are no longer in need of undertaking two roles simultaneously.

	They are no longer required to offer stability as well as growth.

	Rather, it would be possible to give portfolios more emphasis on long-term growth and flexibility, and the income sources give the stability retirees require.

	Income and Retirement Confidence.

	Retirement planning also has a different aspect that has drawn closer attention from economists.

	Human behavior.

	Scientists found out that the predictability of the income alters the mindset of the retired person towards money.

	Retirees who have secure sources of income have a feeling of greater security concerning their financial future.

	They are more regular spenders.

	They are not so concerned with market volatility.

	And they claim more happiness with retirement.

	Studies mentioned by other researchers, like David Blanchett and Michael Finke, refer to guaranteed income as a psychological license to spend by retirees.

	Having the knowledge of the precise income they are going to receive each month, the retirees can plan their lifestyle more certainly.

	They are aware of their affordability.

	They know what they can spend.

	They are aware that their economic base is stable.

	This understanding eliminates one of the most prevalent emotional burdens that retirees have.

	The panic of being out of cash.

	Why Many Advisors Focus on Investments

	At this stage, a lot of readers start to raise a question that is quite obvious.

	Such guarantees: in case the guaranteed income strategies have such significant research support, why do they not get more talk?

	The solution, to some extent, is the development of the financial industry.

	A large number of advisors now work under an assets under management model, also commonly known as AUM.

	Through this structure, the advisor manages the client's investment portfolio and collects an annual ongoing fee to manage the portfolio.

	A fee of one to one and a half per cent. Per year can be a typical fee.

	On the face of it, this fee might not seem important.

	But with time, it may become significant.

	Given a one-million-dollar portfolio with a one percent management fee, then ten thousand dollars are collected annually.

	That can be hundreds of thousands of dollars of cumulative fees over a twenty-year retirement, based on the growth of the portfolio and the market circumstances.

	This system gives an incentive to the advisors to ensure that as much money as possible is retained within the managed investment portfolio.

	Income solutions that transform a small part of those assets into streams of guaranteed income might not be integrated into such a management structure.

	That does not imply that there is a deliberate misdirection of the advice. However, rewards in financial systems may affect the strategies that are given the greatest consideration.

	It is significant to be transparent regarding those incentives so that retirees are able to consider them properly.

	The Compensation of Advisors.

	One should also know the workings of the compensation of various financial products.

	A significant number of income annuities and fixed indexed annuities pay an advisor in the form of a one-time referral commission to the insurance company.

	This is compensation that is usually incorporated into the product structure, and it is not an annual fee that is deducted from the payments made by the client in income.

	That is, the advisor only receives compensation at the time when the contract is formed instead of receiving an annual management fee.

	It is not that structure that presupposes the automatic superiority of annuities over investment portfolios.

	It does make another economic model, though.

	By having information on the way advisors are paid, retirees would have a greater understanding of the recommendation.

	Any retirement strategy must be aimed at balancing incentives with the long-term financial well-being of the retired.

	The Guaranteed Income Role.

	It should be stressed that the investment in guaranteed income products should not be placed in a complete portfolio, as it is not advised by the majority of retirement experts.

	Diversification is still a necessity.

	Investment portfolios offer the potential for growth, liquidity, and flexibility.

	Guaranteed income solutions have another purpose.

	They assist in making sure that the basic needs of living can be met with or without regard to market factors.

	A common idea that many retirement economists propose is that the resiliency of a retirement plan can be significantly enhanced by securing a base level of lifetime income.

	When that income base is made, the rest of the assets can be invested with greater certainty to grow and live.

	Such a combination can make the retirement strategy more balanced.

	A Smarter Framework

	Once the retirement planning is taken in this perspective, the plan becomes much more straightforward.

	To begin with, calculate the degree of income needed to pay basic living costs.

	Second, obtain stable sources of income that can be used to pay those bills permanently.

	Third, invest the rest of the resources into growth and versatile investment strategies.

	This framework minimizes the uncertainty and does not eliminate opportunity.

	It enables retirees to enjoy the certainty of earnings as well as the potential increase of investments.

	It also, most importantly, develops a retirement plan that is resistant to the uncertainties of markets and lifespan.

	Some of the most frequent objections to annuities and income solutions will be discussed in the following chapter, and why some of these objections are based on misconceptions about how these products are structured to work within a more comprehensive retirement plan.



	
CHAPTER 8

	The reason why Critics have got Annuities all wrong.

	You will not have to go far in your research into annuities over the internet before you come upon something.

	The opinions are strong.

	Certain analysts laud them as a necessity in retirement income. There are those who are advising investors to avoid it.

	This contradictory information is confusing to the minds of many retirees.

	What is such a spectacular difference in response to one financial product?

	The solution is as simple as a fact.

	The majority of the criticism about annuities does not lie with the kind of annuity that is directed towards giving lifetime incomes.

	They deal with products of quite a different nature with the same name.

	It is important to have an understanding of that difference.

	One Word, Many Products

	The term annuity is broad.

	There are quite a few very different financial structures within the latter.

	Some annuities are mainly aimed at the growth of investments.

	Whilst others are geared towards the protection of principal.

	And others are made with lifetime income in mind.

	When the critics are talking about annuities, they are still talking about the products, which were sold decades ago as a substitute for investment.

	Variable annuities came under scrutiny, especially since they tried to bundle market investments with sophisticated insurance options and multifaceted fees.

	These products were, in most instances, positioned as an alternative to mutual funds.

	Such a comparison was not always appropriate.

	Variable annuities were not designed to work like investment portfolios.

	When sold in such a manner, there was disappointment in the result.

	It is unfortunate that many consumers were listening to negative comments being made about those particular products and transferred these to all annuities.

	The assumption formed an illusion that is still present today.

	The Use of an Income Annuity.

	In order to see the distinction, it is useful to refer to a fundamental principle.

	Financial tools must be tested regarding the problem they are created to address.

	Stocks are manufactured to increase wealth.

	The purpose of bonds is to pay interest and be stable.

	An income annuity is meant to generate a fixed lifetime income.

	Comparing income annuities to stock portfolios is like comparing a different type of tool that has been constructed with a completely different tool.

	It would be just like lamenting life insurance since it is not yielding the same returns as an equity portfolio.

	The analogy misconceives the task of the product.

	Long-term income annuities do not have the intention of beating stocks.

	They are created to provide what is not guaranteed by stocks.

	A lifetime paycheck.

	The View of the Investment Industry.

	The other reason why annuities are often attacked is connected with the organization of the investment business.

	Numerous financial companies deal with investment portfolios.

	They specialize in asset allocation, market analysis, and portfolio construction.

	In that context, another investment strategy can be looked at as the solution to most of the retirement challenges.

	However, retirement income planning has to be viewed more broadly.

	Income security consists of taking care of risks that cannot be adequately met by conventional investments.

	The ideal one is longevity risk.

	An investment portfolio may increase with time, but it is not able to guarantee income throughout the rest of one's life unless assumptions are made concerning the performance and withdrawal rates of markets.

	The solution to this problem is longevity pooling done by income annuities.

	The idea enables the income to persist irrespective of the length of life that one may live.

	Such an aspect puts annuities in a contrasting category to conventional investments.

	They are not just another type of asset.

	They are a financial structure that is meant to address another issue.

	The Fisher Investments Contention.

	Among the most popular criticisms raised over annuities have been raised by the major investment companies that specialize in managing the portfolio.

	There have been marketing campaigns that the annuities are not needed or are inferior to investment portfolios.

	Such arguments tend to be based on the returns of the possible investments.

	However, the comparison usually fails to recognize an important fact.

	An income annuity is not aimed at doing better than the stock market.

	It is meant to substitute for a paycheck.

	With that in mind, the comparison can be better understood.

	Stocks can generate greater long-term returns.

	But they would not be able to provide a monthly income that is lifelong.

	That guarantee needs an insurance mechanism that can combine longevity risk.

	That guarantee cannot be created by investment portfolios only.

	 

	The Bond Comparison

	The other argument that is mostly used is that bonds may also offer the same kind of stability that annuities offer.

	This argument was more convincing at that time.

	The bonds in the past decades were relatively high-yielding and predictable in terms of interest payments.

	The situation is different today.

	The yields on bonds have been decreasing drastically.

	The volatility in the bond prices can be brought about by changes in the interest rate.

	And most of all, bonds never ensure lifetime income.

	A bond eventually matures.

	An income-based annuity will keep paying provided the retiree is alive.

	This difference is particularly significant when life expectancies keep rising.

	A thirty-year retirement must be supported by thirty years of income.

	What an Independent Research indicates.

	In assessing retirement income plans, economists usually look at sustainable income rates as compared to the pure returns of investing.

	The difference allows drawing various conclusions.

	Research examining the performance of retirement income plans has found again and again that adding guaranteed income to a retirement plan may enhance sustainability and decrease the risk of downside.

	Studies that have been referenced by organizations like the Retirement Income Institute indicate that the combination of guaranteed income and investment portfolios has the potential to boost the amount of spending and reduce the risk of running out of funds.

	Other studies cited by financial institutions, including Ernst and Young, have discovered that approaches that include guaranteed income designs have better performance over investment-only models based on sustainable retirement income.

	Such findings support a very basic yet significant concept.

	Portfolio growth not only determines retirement success.

	It is identified by the capacity to turn the assets into income that has an enduring effect.

	Transparency and Balance

	One should be open regarding the place that annuities take in a retirement plan.

	They do not come to displace a whole investment portfolio.

	They are not suitable for all retirement money.

	Financial planning still depends on such aspects as liquidity, flexibility, and growth potential.

	The purpose of income annuities is far more narrow.

	These offer a stable source of income.

	When some of the retirement savings are turned into certain lifetime earnings, it lessens the burden on the remaining portfolio.

	Reliable sources of income can be used to finance essential expenses.

	The investment assets may be left to grow and to live.

	There is a harmony formed by this structure.

	The Bigger Picture

	Financial products are competing with each other when regarded in isolation.

	Stocks versus bonds.

	Investments versus annuities.

	However, a good retirement planning process seldom depends on one solution.

	It is based on the integration of various tools to come up with a consistent result.

	Income security.

	Growth potential.

	Flexibility.

	Protection.

	Each tool plays a role.

	Knowing such roles aids in the construction of robust and flexible strategies by the retirees.

	And once the talk moves beyond the lack of product comparisons and instead involves solving actual retirement issues, the mission of lifetime income solutions is far more apparent.

	In the following chapter, we shall discuss how retirees can supplement guaranteed income with investment portfolios in order to develop what is being called by many economists a contemporary personal pension system.
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CHAPTER 9

	The way to build your own pension.

	During the larger part of the twentieth century, the process of retirement planning was much easier than it is now.

	Pensions were provided to companies that employed millions of Americans.

	A pension was a monthly, life-long payment that was predictable. After retirement, the worker would receive income on a monthly basis irrespective of market conditions, interest rates, and performance of the portfolio.

	To a great extent, pensions alleviated the most challenging issue in retirement planning.

	They replaced the paycheck.

	Employees were not worried about the longevity of their finances. They did not have to compute withdrawal rates and always be on top of the stock market.

	They simply received income.

	Millions of retirees have been enjoying this system over the decades.

	However, with time, something very important changed.

	The Pension Disappeared

	The pension schemes that were traditionally present in the private sector started to fade out in the late twentieth century.

	Companies were progressively substituting the defined benefit pension schemes with the defined contribution schemes like the 401(k).

	Retirement planning was no longer the concern of companies but that of the individual worker.

	Rather than having an employer provide the worker with a guaranteed lifetime income, the worker was now supposed to save and manage their own savings.

	Initially, this was a manageable change.

	During most of the years in which 401(k) plans were on the rise, investment markets were performing well. Employees watched their retirement plans increase and assumed that their retirement plans would bring retirement benefits.

	But income and accumulation are two quite different issues.

	It does not only start with saving money.

	Such savings will have to be converted sometime into a consistent income that will see you through the remainder of your life.

	This is where a number of retirees start to get confused.

	The Retirement Income Gap

	Social Security is now the number one guaranteed income source for most retirees.

	The way social security acts is similar to a pension. After the benefits start, they are paid throughout life.

	Social Security can supplement the living expenses of many households.

	But seldom is it all-embracing.

	Housing, medical care, meals, transport, insurance, etc., are usually more than what Social Security has to offer.

	The retirement income gap is the disparity between the basic outlays of a retiree and the guaranteed income.

	It is one of the most significant actions in retirement planning to comprehend this divide.

	Consider a simple example.

	A retiring couple in the present generation projects that their basic monthly bill would amount to six thousand dollars.

	They earn four thousand dollars each month in their combined Social Security income.

	That amounts to a gap of two thousand dollars monthly.

	There has to be a source of that income.

	The majority of retirees are trying to occupy that void with the help of investment portfolio withdrawals.

	However, as we have mentioned above, fully depending on market withdrawals puts retirees at the risk of market volatility and sequence-of-returns risk.

	A more reliable plan is to turn part of the retirement savings into other sources of income that can bridge the gap.

	This is where the idea of a personal pension comes in with a lot of force.

	The Real Meaning of a Personal Pension.

	Personal pension just entails replicating the financial Security of the old pension income with the help of contemporary financial instruments.

	Retirees use a combination of various sources of income to generate dependable monthly revenues instead of depending on a single employer to give them their lifetime income.

	Those sources may include:

	Social Security

	Existing pension income

	Lifetime income annuities

	Investment income

	These sources make a credible financial base when they are arranged in the right way.

	Basic needs are met through reliable sources of income.

	The portfolios of investment can be used at will in case of discretionary spending, growth, and flexibility.

	This design lowers the strain on investment markets to finance all the dollars of retirement income.

	And that transformation makes the retirement plan much more stable.

	The Mathematics of the Strategy.

	Retirement income analysts tend to point out that longevity risk is more efficiently distributed when it is pooled.

	The insurance systems work by pooling the longevity of the masses of people.

	There will be some participants whose life span will be short.

	Others will live longer.

	Through spreading such uncertainty over a large number of participants, one can arrange income payments in such a way that they last lifelong and that the funds are distributed efficiently among the group as a whole.

	This is what is commonly known as mortality credits.

	Institutions like the Center of Retirement Research at Boston College have confirmed that the required strategies that can pool longevity risks can sometimes yield more sustainable income than the investment portfolios that make withdrawals only.

	This benefit does not rely on conjecture or time to enter the market.

	It is grounded in risk-sharing mathematics.

	What independent research reveals.

	Several significant studies on retirement income plans have come to the same conclusion.

	Studies mentioned by the Retirement Income Institute have demonstrated that guaranteed income solutions can make a considerable difference in terms of outcomes once they are added to retirement plans.

	In one study, the combination of guaranteed lifetime income portfolios and investment portfolios enabled retirees to raise their annual expenditure by approximately 29 percent, as well as trim down downside risk by approximately 33 percent.

	These results can draw an essential point.

	Stability of incomes enables the remaining part of the retirement plan to work in a better manner.

	The retirees do not have to raid the investment portfolios in bad times because the basic needs will be satisfied using a reliable source of income.

	Portfolio becomes flexible.

	And the retirement plan in general becomes stronger.

	The same concept is applied by institutions differently.

	It is also noteworthy that the idea of guaranteed lifetime income is not dissimilar to personal retirement planning.

	The same structure depends on many of the largest financial institutions in the world.

	Longevity pooling is a concept applied in the government pension system to give lifetime benefits to those employed by the government.

	Structured income strategies are applied to finance long-term commitments by university endowments.

	The annuity arrangements are used by insurance companies to offer predictable incomes to millions of retirees.

	All these systems are based on the same principle.

	The risk sharing would enable the income to be distributed in a more efficient and sustainable way.

	That is, the retirement security in terms of financial structure applied to the large institutions can be applied to individual retirement planning.

	A Simple Illustration

	The way a personal pension operates in practice can be determined by reference to a hypothetical example.

	Retirement savings are one and a half million dollars that a retired couple has.

	They receive four thousand dollars in monthly Social Security.

	Their monthly cost is estimated to be eight thousand dollars.

	This leaves a four-thousand-dollar income gap.

	They choose to use part of their savings to transform them into more guaranteed income instead of having to rely solely on portfolio withdrawal to cover this gap.

	As an example, they will take a slice of their savings and invest it in a lifetime income product, which will generate three thousand dollars every month throughout life.

	Their income model has become the following.

	Social Security: four thousand dollars per month

	Guaranteed income: 3000 dollars a month.

	Withdrawals from the investment portfolio: one thousand dollars monthly.

	Total retirement earnings: eight thousand dollars monthly.

	This design has a drastic effect on the consistency of their retirement scheme.

	They can now predict seven thousand dollars of their monthly income, and it is not tied to the market fluctuations.

	A minor percentage relies on investment withdrawal.

	Their portfolio has not changed much, and it can keep growing and assist in lifestyle expenses.

	This is what a personal pension is all about.

	The Confidence Factor

	This structure has one of the most significant advantages, which is psychological.

	Studies have indicated on numerous occasions that retirees who have a stable income have more confidence in their economic future.

	When the amount of income that will come in monthly is known to retirees, then it becomes easy to plan.

	They are aware of their buying power.

	They are aware of the amount of margin they have in their financial life.

	They are not as much concerned with market fluctuations.

	Such confidence usually results in healthier expenditure habits and a more satisfied retirement.

	Retirement is no longer a matter of asset protection, but rather about having enjoyment.

	 

	A Contemporary Retirement System.

	Retirement planning is much more understandable when the personal pension attitude is adopted by the retirees.

	The initial one is to calculate the amount of income needed to cover basic living costs.

	Second, find reliable sources of income that would be able to sustain those costs forever.

	Third, enable investment portfolios to facilitate growth, flexibility, and financing of lifestyle aspirations.

	This structure brings back the stability that pensions used to offer and maintains the flexibility of contemporary investment portfolios.

	It is a combination of both security and opportunity.

	And above all, it gives the retirees what every retirement plan must give them.

	Assurance that their income will be sustained.

	The following chapter will discuss the effective approach that many retirement experts apply in designing streams of income throughout retirement that form a system with both predictable income and long-term financial flexibility.

	 


CHAPTER 10

	The Income Ladder Strategy

	At this stage of the book, one concept ought to have been made evident.

	Retirement planning does not have much to do with amassing as many investments as possible.

	It is all about having a secure income that will last as long as you stay.

	When retired people realize that, the question that arises is practical.

	What is the ideal retirement income design?

	Which system enables retirees to have the flexibility, Security, and long-term financial growth?

	The best model that we can explain as an income ladder is applied by the retirement economists and income experts.

	The concept is simple.

	Retirees create a multi-layered income stream instead of a single source of income. All the layers have their purpose in the general retirement plan.

	What has come out is a framework similar to the pension schemes that existed in the past.

	It is up to the retirees to build their own system, though not depending on the employer to offer them that pension.

	The Issue of a single source of income.

	The overdependence on a single financial approach is one of the best weaknesses in retirement planning.

	There are retired people who are practically solely reliant on investment access.

	Other people depend solely on Social Security.

	Others rely on one pension or investment portfolio.

	This approach has the problem of vulnerability.

	When the system of income depends on a single system, the whole retirement plan is at risk as far as that system is concerned.

	Investment withdrawals may be derailed by market volatility.

	Fixed income is subject to erosion due to inflation.

	Retirement can be made much longer than was anticipated.

	The income ladder is meant to diversify income and not only investments.

	The retirement plan is much more robust when it is overlaid on a variety of sources.

	Layer One: Social Security

	Social Security forms the first tier of retirement income for the majority of Americans.

	Social Security is a supplemental lifetime revenue initiative that is supported by the government. Upon commencing the benefits, through a lifetime payment, it is accompanied by periodic adjustments aimed at ensuring inflation is reduced.

	This is not based on the returns of the stock market.

	It is available regularly on a monthly basis.

	Due to these traits, the Social Security system defines the backbone of retirement earnings of millions of households.

	However, Social Security does not always pay all the living expenses.

	To a large number of retirees, it can be a source of shelter and survival. To others, it can only pay a part of such costs.

	It implies that more levels of income are needed.

	Layer Two: Pension Income

	To the reducing population of workers who still get pensions, it is the second level of income security.

	A pension is, in effect, retirement income.

	Controllable payments per month.

	Lifetime duration.

	No reliance on the performance of the market.

	Pensions make retirement planning very simplistic since they alleviate much of the income that was being earned at the workplace.

	Regrettably, these days, pensions are much less widespread than they were a few decades ago.

	It is due to this reason that most retirees have to restructure such income streams with alternative financial instruments.

	Level Three: Guaranteed Lifetime Income.

	The third point of the income ladder is frequently based on financial products that are directly tailored to transform savings into a predictable lifetime income.

	The tools enable the retirees to use a part of their retirement income to generate a lifetime stream of income.

	Essentially, they enable the retirees to create their own retirement.

	This layer of income is significant since it is a solution to some of the greatest risks that retirees can encounter.

	Longevity risk.

	Market volatility.

	Sequence-of-returns risk.

	Since the income is contracted to last a lifetime, the retirees do not have to be concerned anymore about whether their portfolio earnings can last decades.

	According to research mentioned by the Retirement Income Institute, the inclusion of guaranteed lifetime income in a retirement plan can make the difference.

	A well-known study has identified that the addition of guaranteed income to investment portfolios enabled retirees to boost yearly expenditure by around 29 percent and decrease downside risk by around 33 percent.

	Such outcomes depict an influential philosophy.

	The stability of income enhances the effectiveness of a whole retirement plan.

	Level Four: Investment Portfolios.

	Investment assets form the last level of the income ladder.

	The contribution of stocks, mutual funds, and diversified portfolios in regard to retirement planning is still significant.

	They offer prospects of future development.

	They provide liquidity.

	They enable the retirees to respond to the dynamics in the financial situation.

	However, when these portfolios are placed on a sound-testing income base, their purpose is much more wholesome.

	Rather than people being obliged to fund all dollars of retirement income, investment portfolios will be able to finance lifetime spending, travelling, hobbies, and financial flexibility.

	This helps with the stress of the portfolio in the down markets and enables retirees to invest more confidently.

	A Simple Illustration

	Assume that there are two retirees who have the same savings.

	Each of them has a million dollars in a portfolio.

	The former retiree is totally dependent on the drawdowns of that portfolio as a source of retirement income.

	The second retiree employs a stratified income proposition.

	The payment is three thousand dollars monthly through Social Security.

	A lifetime income plan gives two thousand per month.

	An extra one thousand dollars every month is provided by the investment portfolio when required.

	The total income is six thousand dollars per month.

	Now think of a worsening of a market decline, such as the financial crisis that happened in 2008.

	The initially pensioned man has a choice to make.

	Keep selling a cratering portfolio and risk losing money at an even more rapid pace.

	Or cut the expenditure radically.

	This is not the case with the second retiree.

	Five thousand of their monthly earnings will persist regardless of the market conditions.

	They can have their investment portfolio in place and yield in the long run.

	The distinction between the two outcomes does not depend on the size of the portfolio.

	It is the configuration of the income plan.

	The reason why institutions adopt comparable strategies.

	It is not a one-dimensional idea of individual retirement planning.

	The same structures are applied by large financial institutions in handling long- term obligations.

	Diversified income sources and longevity pooling are used to fund the payments of retirees in pension schemes.

	Endowment of universities strikes a balance between income and long-term investment growth.

	The way insurance companies organize the system of income is such that it should be stable over the decades.

	These organizations know a lesson that lots of individual investors fail to learn.

	There is hardly one strategy that can guarantee financial stability.

	It is of systems that are created to withstand uncertainty.

	The Retirement Dashboard

	The retirement dashboard is one way of visualizing the income ladder, which is helpful.

	Speculate about splitting retirement income into three categories.

	Guaranteed income.

	Flexible income.

	Growth assets.

	Guaranteed income encompasses Social Security, pensions, and lifetime income products.

	Flexible income incorporates the withdrawal of the portfolio to spend at discretion.

	Growth assets consist of investments, which are held for long-term appreciation and inflation protection.

	Retirement planning is much easier to handle when the retirees can easily understand the amount of money generated by each category.

	The system is made transparent.

	The risks become clearer.

	And financial choices are made more confidently.

	The Real Goal

	Retirement planning is not aimed at removing all risks.

	There will never be a risk-free financial market or economic system.

	The idea is to have a structure that will absorb such risks without jeopardizing your lifestyle.

	The income ladder strategy does precisely that.

	It enables the retirees to have both a reliable income and the choice to invest at will.

	It re-creates the stability pensions that were offered in the past without compromising the opportunity offered by investment portfolios.

	But most of all, it takes the place of uncertainty.

	Retirement planning is made much easier when the retirees know where they will get their income each month and year.

	The last chapter will combine these concepts and take a tour of how people should consider their own retirement plan to see whether their income framework can be healthy enough to sustain the decades to come.

	[image: Image]

	 


CHAPTER 11

	Your Retirement Income Playbook.

	At this stage of the book, the main concept should have been clear.

	The success of retirement does not depend on the value of your investment portfolio.

	It is based on the power and stability of your earnings.

	The financial industry had been asset accumulation-oriented for decades. Save as much as possible. Invest aggressively. Grow your portfolio.

	However, in the case of retirement, the goal is altered.

	It is no longer about how much money you can stuff your pockets.

	The question arises, how well will that money generate income that will continue to pay you till the end of your life?

	It is this change of accumulation to income that determines whether many retirement plans succeed or fail.

	And the distinction can be structured.

	The Retirement Illusion

	Most of the retirees are of the view that attaining some portfolio value would automatically generate financial stability.

	A million dollars.

	Two million dollars.

	However many, she feels comfortable with.

	But, it is the portfolio balances that do not cover monthly expenses.

	Income does.

	An ex-employee having two million dollars in risky markets and no organized income plan will probably remain unsure about their future.

	A smaller saving but a good, consistent flow of income will make another retiree much more confident.

	It is not wealth only that is different.

	It is income clarity.

	This is all different when one knows just how much cash to expect each month.

	Payments of bills can be made without fear.

	Making spending decisions is simplified.

	Volatility in the market is not so dangerous.

	Retirement is not an uncertain thing anymore.

	The Three Pillars of Retirement Income.

	The retirement income plan is designed around three pillars.

	Guaranteed income.

	Flexible income.

	Growth assets.

	All the pillars play a particular role.

	Guaranteed income brings stability. These sources of income are independent of the performance in the market.

	Adaptability is offered by flexible income. Such funds enable the retirees to increase or decrease expenditure in case of opportunities or challenges.

	Long-term purchasing power is given by growth assets. They aid in the safeguarding of inflation and give the possibility of retirement savings to grow over time.

	A proper balance of these pillars produces a system that can maintain the income over decades.

	Step One: Determine Your Minimum needs in terms of income.

	Any retirement program will start with a very simple yet crucial question.

	What does it cost to live?

	This involves accommodation, meals, medical, transportation, insurance, and other fundamental costs that need to be taken care of every month.

	These are the costs that cannot be fully reliant on the performance of the stock markets.

	These basic requirements are the income requirements for a lot of retirees.

	When that base is established, then the next thing to do is to assess which income sources can be used to cover that base reliably.

	Step Two: Win the Income Foundation.

	The first income guaranteed is generally Social Security.

	Pension income can also form the basis for some retirees.

	However, in most instances, these sources are not adequate to cover vital expenses.

	This is the place where other income plans could be crucial.

	Retirees can overcome this discrepancy between assured income and mandated cost of living by converting some of their retirement savings into lifetime earnings.

	As soon as that gap is bridged, the retirement plan transforms radically.

	A necessary amount of expenses is paid, whether the market is good or bad.

	The burden of generating income is no longer expected in investment portfolios.

	And the financial structure in general grows very resilient.

	Step Three: Opportunity Positioning of Portfolio.

	The investment portfolio can be used once a reliable income is secured.

	Rather than being the one source of retirement income, it turns into an instrument of growth, flexibility, and spending on the lifestyle.

	The volatility in the market will not be as dangerous since the retiree will not be compelled to make money when the market is not conducive.

	The portfolio has time to recuperate from market setbacks.

	And pensioners become able to invest in long-term opportunities.

	This income stability and investment growth is one of the most efficient strategies that can be offered to the modern retirees.

	Why This Framework Works

	This is because the retirement income playbook is effective in that it is a playbook that connects the financial structure and real-life financial requirements.

	Monthly income is needed to cover monthly expenses.

	Markets fluctuate.

	Life expectancy is questionable.

	A system that directs itself to these realities will always perform better than a system that merely wishes that good market conditions will remain forever.

	These findings are consistent among economists analysing retirement income.

	The combination of guaranteed income and investment portfolios can enhance sustainability, boost spending confidence, and decrease the downside risk.

	Life expectancy is mathematically pooled to allow income to flow even when people live longer than they had anticipated.

	The predictable income psychology makes it less frightening and, consequently, enables the retirees to spend their money more completely.

	That is, the framework has been successful since it has been constructed on financial mathematics and human behavior.

	The Confidence Factor

	Confidence, perhaps, is the greatest advantage of a structured retirement income strategy.

	Retirement is not supposed to be a burden.

	Time to play with family, tour, hobbies, and lifetime-created experiences of work.

	However, money insecurity replaces that freedom in the minds of many retirees.

	Questions linger.

	Will the market cooperate?

	Will my savings last?

	Should I cut down on this year's expenditure?

	Predictable changes in earnings make that different.

	The retirees make different decisions when they are aware that their earnings will not be affected by the changes in the market.

	They make their lives more thought-out.

	There is less financial pressure on them.

	And they use their retirement living and do not worry.

	The New Retirement Reality.

	The loss of pensions has compelled people to play a much more active role in making their retirement plans.

	However, the fundamental concept that resulted in the success of pensions has remained the same.

	Retirees need income.

	Reliable income.

	Life time income.

	The means to produce that revenue might be varied nowadays, but the goal is the same.

	A pension scheme that can substitute the wage that was earned by labor.

	Your Retirement Playbook

	No winning team goes into the competition without having a playbook.

	Strategy is described in the playbook.

	It prepares for challenges.

	It provides order and definition.

	Retirement is not supposed to work the other way.

	A retirement playbook must answer some crucial questions.

	What is the amount of revenue coming in a month?

	To what extent is that income assured?

	To what extent does it rely on performance in the market?

	What is the strength of your plan in case markets are not as rosy as they are or you outlive your projected lifespan?

	Once these are answered properly, retirement planning is made a lot easier.

	You are no longer dependent on hope or even speculation.

	You rely on structure.

	The Next Step

	This book has been aimed at giving a framework.

	To describe the retirement income in reality.

	And to show why an income organization can turn retirement from a time of uncertainty to a time of confidence.

	Nevertheless, each retirement case is a case.

	Income needs differ.

	Assets differ.

	There is also a difference in health and longevity expectations.

	That is, the best retirement income plans are individual.

	These are constructed on the basis of personal experiences, objectives, and budgets.

	In case you have been saving your retirement over the years and have not developed a clear plan to generate income yet, then this can be the time to make the next move.

	Retirement is not all about the amount of money.

	It is concerning the success with which that money helps you lead the life you desire.

	And when the appropriate income structure is there, retirement planning is precisely what it is supposed to be.

	Simple.

	Stable.

	And built to last.

	The last four parts to include in your manuscript, following Chapter 11, are as follows.

	They are written to:

	reinforce authority

	close the circle of the book, intellectual.

	move readers toward action

	enhance their probability of making a booking.

	The tone is self-confident, believable, and authoritative.

	No em dashes used.

	 

	 


FINAL WORD

	Retirement: Is an Income Problem

	For decades, the financial industry has conditioned investors to think about retirement in the wrong manner.

	The discussion was based on accumulation.

	How large is your portfolio?

	How much can you save?

	What is your rate of return?

	Retirement does not operate based on the portfolio balances.

	Retirement works on the basis of income.

	All the bills that come due at retirement have to be settled using income.

	Housing requires income.

	Healthcare requires income.

	Income is needed for food, transportation, travel, and living in general.

	The amount of the portfolio is not important as long as it can predictably generate such income.

	This is the reason why two retirees who have the same pension will have totally different retirements.

	A single retiree will be unsure each time the market goes down.

	The other party can be confident since his or her income structure will not be affected by the changes in the market.

	It is not just a question of wealth.

	The difference is in structure.

	A retirement plan that is constructed on market withdrawals fully requires the portfolio to resolve all the issues.

	Market volatility.

	Longevity risk.

	Sequence of returns risk.

	Inflation risk.

	It is a huge liability to any investment strategy.

	However, when the retirement income is designed in a premeditated way, then the whole financial system takes a different turn.

	Social Security serves as a base.

	The plan is stabilized by lifetime sources of income.

	Investment portfolios can be geared up at will.

	The retiree is dependent on structure rather than hope.

	This is the actual meaning of retirement planning.

	No pursuit of the highest returns.

	Failure to speculate on market performance.

	But developing a financial framework that can yield a reliable income that will last you the rest of your life.

	That is the distinction between uncertainty and confidence.

	And that is what a well-designed retirement income playbook is all about.

	The Retirement Income Readiness Checklist.

	The following are some of the questions that can help you assess the effectiveness of your retirement plan.

	These are some of the easy questions whose responses can tell you whether your plan is founded on a firm ground or an unwarranted risk.

	1. Are you aware of the exact amount of the income you will require every month in retirement?

	A significant number of retirees are interested in aggregate assets but have never specified the amount of income needed to live on monthly.

	The interpretation of this number is the key to creating a trustworthy plan.

	2. What percentage of your retirement is guaranteed?

	Social security, pensions, and some lifetime income plans represent the forms of income sources that are predictable and do not decline with market activity.

	It is important to know the percentage of your income that is in this group.

	 


3. What is the level of your income variation with the market performance?

	When a significant part of your retirement savings is dependent on the ability to draw money out of investments in unpredictable markets, then your strategy will be at risk of creating unnecessary risk.

	4. Will your retirement scheme survive a significant market crash?

	The history of markets is that they begin to fall to some extent.

	A good retirement plan must be in a position to absorb those falls without jeopardizing your life.

	 


5. What is the projected length of your income?

	Human beings are enjoying the benefits of a long life.

	The retirement income plans should consider the fact that retirement may take thirty years or more.

	6. Do you have a definite plan to make savings income?

	Asset accumulation is not the only step of retirement planning.

	The next step involves converting those assets into reliable income.

	This is a strategy that is not built by many investors.

	7. Will your retirement strategy give you peace?

	Numbers are not everything in financial planning.

	It is about confidence.

	The retirement plan must be well planned so that you can enjoy life instead of worrying about the markets.

	When you are not sure of the answers to these questions, then revise your retirement income strategy.

	The Retirement Income Scorecard.

	You have time to test your retirement plan before reading the end of this book.

	Respond to the questions given below with honesty. Earn 1 point on each Yes.

	Even this basic exercise can be used to determine whether your retirement plan is founded on a firm income base or unjustified risk.

	Income Clarity

	Are you sure of how much money you will make each month during retirement?

	Yes / No

	Guaranteed Income

	Are you aware of the percentage of your retirement benefits that are certain, no matter what the market does?

	Yes / No

	Longevity Planning

	Will your retirement plan bring income until you are in your 90s or later?

	Yes / No

	Market Risk

	Do you think your retirement plan can sustain your lifestyle in a market crash of 30 percent in the first few years in retirement?

	Yes / No

	Income Strategy

	Do you have a plan in place for how to transform your retirement savings into a reliable lifetime income?

	Yes / No

	Tax Efficiency

	Have you considered the contribution of taxes towards your future retirement income?

	Yes / No

	Score Your Results

	5-6 Yes Answers

	The retirement plan you have must be solid in terms of income. However, periodical reviews will help to make sure that your strategy is optimized.

	3-4 Yes Answers

	It can help to have a second opinion on your plan. Minimal modifications can tend to enhance income stability and long-term effectiveness.

	0-2 Yes Answers

	There are possibly huge income risks in your retirement plan that should be looked into. Most retirees find possibilities of reinforcing their plan after these risks are realized.

	In case your score indicates that you may have certain gaps in your retirement plan, the second thing is to see your strategy with a retirement income specialist.

	You will see how to plan a Retirement Strategy Session in the next section to assess your plan and discuss the opportunities to increase your income stability and financial confidence in the long term.

	A Personal Invitation

	Having read this book, it could not mean anything but one of two things.

	You are either nearing retirement and need to make better choices regarding your finances.

	Or you are already retired and would like to see that the plan developed is solid enough to sustain in the years to come.

	They are both prudent stands to be.

	Retirement planning is not a matter to guess at.

	Decisions taken at a small scale today can greatly affect the income, taxes, and financial security in the long term.

	To most people, the next best thing to do is to review their retirement plan with a professional who specializes in retirement income plans.

	In such talks, we usually discuss three things.

	Existing sources of retirement income.

	Projected income needs.

	And chances of making the plan stable or more effective.

	The current strategy is sometimes already powerful.

	Through other occasions, we find chances that may be of great help in the design of the retirement income.

	In any case, transparency is desirable.

	Should you wish to revisit your retirement income plan or just have questions regarding the concepts presented in this book, then you can make an appointment with our team to discuss.

	It is not an obligation and is not pressured.

	Nothing but a chance to check whether your retirement income plan is as healthy as possible.

	Due to the fact that complexity is not the objective of retirement planning.

	The goal is confidence.

	 


About the Author

	Rodell Razor

	Rodell Razor is a retirement innovator, financial instructor, and licensed financial planner who focuses on retirement income and tax-efficient retirement planning.

	Rodell has an MBA and has years of research on the financial systems that determine the outcomes of retirement in individuals and families.

	Before going into retirement planning, Rodell had established a successful consulting company with large corporate clients such as Microsoft, Costco, and Zillow, among others. In the consulting body, he did a lot of corporate work, and this gave him a lot of experience in financial strategy, business operations, and long-term planning.

	Rodell found his way into retirement planning a very intimate experience when death knocked personally, when his own family began to face severe health issues. Assisting their parents in making their retirement choices made him see how difficult and bewildering the retirement system had become to most families.

	Rodell was determined to offer superior guidance and left corporate consulting and spent several years learning about retirement income plans, tax planning, and long-term financial systems that were aimed at assisting in retirement financial security.

	He now works with people and families to assist them in their retirement plans that are aimed at income stability, tax efficiency, and long-term financial confidence.

	Rodell also writes The Roth Conversion Playbook and is a frequent speaker on the subject of retirement income planning and financial strategy.

	His mission is simple.

	To assist people in transforming decades of their savings into a reliable income to be used to support the life they desire in retirement.

	Your Retirement Strategy Meeting.

	According to you, you are now at the bottom of this book, and you already are aware of something that many retirees never discover to the full extent.

	The amount of money saved does not make you successful in retirement.

	It is arrived at by its efficiency to generate income.

	Most individuals have been working all their lives to save enough money to retire, but they never get a proper plan of how to convert the money saved into a reliable income.

	It is at that gap that the most significant decisions of retirement are made.

	You can also book a personal Retirement Strategy Session to help you in the process of analyzing your retirement income strategy.

	In this discussion, we shall look over:

	
	● where you now get your retirement income.

	● The amount of your projected retirement income will be.

	● risks in the plan that you already have.

	● chances to enhance income and tax efficiency.



	The goal is simple.

	To check whether your retirement plan is in a way that you will have the income that you will need to sustain you through the remaining part of your life.

	To plan a Retirement Strategy Meeting, go to:

	[Insert Your Scheduling Link]

	Or learn more at:

	[Insert Website]

	Planning retirement is not complex.

	It can be plain, sound, and constructed to withstand the test of time with the appropriate structure.
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