
Your Retirement Income Series

Shifting from Saving to Spending

Presenter
Presentation Notes
Welcome to Creating a Plan for Lifetime Income in Retirement Workshop. My name is [NAME]. Thank you for joining us today. It’s great to be in a room full of people who I know have worked hard to get here, and we understand how important this time in your life is to each of you. This is your future – you’ve been planning for it for years.  

Fidelity has been helping people with their retirement goals for close to 60 years, giving us a front row seat to observe people like you as they move from the comfort of earning a paycheck to the reality of creating a paycheck from their investments. Along the way, we’ve built a retirement planning methodology that can help you create a solid plan for your retirement. 

Today, we’re going to share with you the importance of creating a Retirement Income Plan.  You’ve worked hard to save for your retirement. Now you need to plan to draw from these assets in a careful, measured way so that you don’t outlive your savings. 

By the end of this workshop, my goal is to have inspired you to take action, to create your own income plan. So, are you ready?
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Questions as you approach retirement 

When can I retire?
 Am I on track to retire?

 Can I retire now? Or should I wait?

Will my money last?
 Will I be able to maintain my current lifestyle?
 Will I be able to meet all my expenses?

How can I maximize my retirement income?
 How should my money be allocated among asset classes? 
 Among products?

Presenter
Presentation Notes
You probably have questions as you approach retirement. Lots of them. �For instance:
When can I retire?
Will my money last?
How can I maximize my retirement income?
These are some of the questions that we hear time and time again. That’s why Fidelity has developed time-tested principles to help investors like you, nearing retirement or fully retired, answer these questions and gain the confidence and tools you need to help make your money last.  The first step is recognizing the need for a written retirement income plan. The second is recognizing that you don’t have to do this alone—Fidelity is here to help.
<Now, I just want to direct your attention to the seminar kits in front of you. We’ve supplied you with a copy of the slides I’ll be reviewing with you, and an evaluation form where you can provide feedback on the presentation and also request an appointment. In addition. there are other reference materials for you to take home and review. (Note to presenter:  need to decide what to hand out – retirement check list needs to be in workbook)
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The New Retirement Landscape

Source: Social Security Administration,  Income of the Aged Chartbook, 2008. SSA Publication No. 13-11727  
Released: April 2010. Shares of aggregate income using the highest quintile, $55,889 per year and higher. Actual 
data was rounded to whole numbers. Total may not equal 100%.

Presenter
Presentation Notes
Retirement for our fathers and mothers, and our grandparents, was different.  Life was different then. Social Security and pension benefits pretty much covered their retirement income needs.  
But today things are changing.  Retirees will be more personally responsible for funding their own retirements. 
Take a look at this chart, which is based on a Social Security Administration’s analysis. It shows that people needing over $55,889 or more a year in retirement income can count on Social Security payments for just 18% of their income. And pensions – if they have one – account for another 19% of that total. (Note to presenter: If your plan has a pension, here is where you can mention it, but be careful, as some of our clients are discontinuing their pension plans.)  In this example, that leaves you responsible for over 63% of your own income. You’ll be carrying the majority of the burden of funding your own retirement. You’re the first generation facing this. And by the time you retire, it may be even higher.

Perhaps you’re okay at the prospect of working in retirement.  You may want to.  But you want it to be your choice, not out of necessity, right?

You’re also a generation whose expectations around lifestyle are higher – so you’re spending more. The good news is that you’ve also saved more. You’re a generation of investors – really the first to spend your entire lives in the stock market. Of course, this has added yet another layer of complexity to your situation. It’s even more important that you have a roadmap to chart your way through the new territory ahead. 
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Transition from Accumulation to Distribution
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in Retirement

Transition to 
Retirement

For illustrative purposes only.

Hypothetical Lifetime Financial Asset Pattern

Presenter
Presentation Notes
Now, knowing you may be responsible for 60% to 80% of your retirement income means you have to learn how to manage the assets you’ve accumulated. Saving and building most likely was easier. And time was on your side. The rules are different now because money is now going out the door rather than coming in. You can see how the line is going down as you are in the distribution, or the “withdrawal” phase. But that’s okay, because you’ve worked hard to get here, and you’ve earned the right to spend your money. Enjoy yourselves, but do so with a detailed plan!

Moving from accumulation to distribution involves a number of key decisions. The first is what do you actually want your retirement to be like, and how do you want to live? From that stem many other decisions, including:
When to start taking Social Security
What to do with your employer-sponsored retirement plan
How to convert your savings into income
Planning for health care

The distribution phase, where people are drawing on their retirement savings, could potentially be as long as the saving phase – over 20 or 30 years.  This distribution phase where we are taking out our assets versus building them up  brings some unique challenges and risks you should be aware of….
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The 5 key risks

Living longer than your income

Rising health care costs

Spending too much, too soon

Keeping up with inflation

Market risk and asset allocation

Presenter
Presentation Notes

Outliving your income or assets, 

rising health care costs, 

spending too much of your retirement assets too soon,

keeping up with inflation, 

and market risk and asset allocation are all risk you could face in retirement. These may sound onerous—but you can plan for them and help reduce their impact on your life.
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Risk 1. Living Longer than Expected

Source: Annuity 2000 Mortality Table, American Society of Actuaries. Figures assume you are in good health. 
For illustrative purposes only.

Life Spans

10095908580Age:

97Couple
(Both Age 65)

Female
Age 65

Male
Age 65

85 92
50% chance of

living to 85
25% chance of 

living to 92

88 94
50% chance of

living to 88
25% chance of 

living to 94

92
At least one person 
has a 25% chance

of living to 97

50% chance
that one 

will be alive at 92

Presenter
Presentation Notes
So let’s take a closer look at these risks. The good news is, people are living longer and healthier lives, but with that comes possibly the greatest risk and the “mystery” of your retirement: the question of how long you’re going to need to make your assets last, also known as “longevity risk.” This depends on how long you’re going to live, which is one of the biggest unknown variables in retirement planning. 

You are looking at data drawn from actuarial tables that reflect the true probabilities of how long people will live. For a couple age 65, there is a 50% chance that one of them will be alive at age 92, and a one in four chance that one will be alive at age 97.  

But, most retirees are still basing their estimates on life expectancy, or the average length of time people live today. By definition, half the population will outlive their life expectancy and their assets. 

Do you want to leave your plan to a 50/50 chance? A better approach is to plan for longevity, which potentially could leave you with 10 to 15 more years of life and expenses than you first thought. 
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Risk 2: Being able to afford to pay for health care

. . . while health care costs are rising.

Only 19% of companies with over 500 employees still offer retirees health 
coverage, down from 40% in 1993.1

A 65-year-old couple retiring in 2010 would need an estimated $430,000 for 
health care costs during retirement until age 92 (male) or age 94 (female).2

One out of every two people over 65 will spend some time in a nursing 
home.3

The average annual cost of a nursing home in the U.S. is $75,1904

1Mercer Human Resources Consulting, 2006 National Survey of Employer-Sponsored Health Plans and Employee Benefit Research Institute, Issue 
Brief 279, March 2005.
2Fidelity Investments, Benefits Consulting 2010.
3 Fidelity Investments, Research Insights Report, Retirement Income Planning, p. 20, October, 2010
4 MetLife Mature Market Institute,The MetLife Market Survey of Nursing Home & Health Care Costs, September, 2006

Presenter
Presentation Notes
Health Care
Let’s not forget the rising costs of health care, which I’m sure you have been reading or hearing about in the media.�
The risk posed by uncovered health care expenses is so substantial that health insurance itself must be seen as a pillar of retirement security along with pensions, personal savings, and Social Security. Just take a look at some of these figures:
Fewer and fewer companies are offering health coverage to their retired employees.
On average, a 65-year-old couple retiring in 2010, will need an estimated $430,000 for health care costs during retirement
One out of every two people over 65 will spend some time in a nursing home.
And potentially one out of every two retirees will be admitted to a nursing home, and the average annual cost of living in a nursing home is upward of $75,000 in the U.S.
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Risk 3: Spending too much, too soon

Withdrawal rates can impact the life of a portfolio

Number of Years a Portfolio May Have Lasted in a Down Market
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Source: Fidelity Investments. Hypothetical value of assets held in an untaxed Balanced portfolio (50% stocks, 40% bonds, and 10% short-term) and inflation-
adjusted withdrawal rates as specified. Returns for stocks, bonds, short-term investments and inflation are based on the risk premium approach. Actual rates of 
return may be more or less. The chart is for illustrative purposes only and is not indicative of any investment. Past performance is no guarantee of future results. 
Volatility of the stocks (domestic and foreign), bonds, and short-term asset classes is based on the historical annual data from 1926 through the most recent year-
end data available from Ibbotson Associates, Inc. "Methodology and Information" at the conclusion of this presentation for further details about indexes and 
methodology used to produce the chart. 

9%

10%

Presenter
Presentation Notes
Withdrawal
So if we plan for longevity, we’ll need to plan for our money to last longer than we may have first thought. One thing you need to consider is the rate at which you’re spending it. Withdrawal risk is the risk of taking out too much early on in retirement. How much money can you reasonably withdraw annually from your investments? This is the one variable that you actually have some control over. But it’s amazing how many people think they can pull out 8% or 10% of their assets indefinitely. Here’s a reality check…
This slide shows how long a hypothetical portfolio could last at different rates of withdrawal—adjusted for inflation. A 4% withdrawal rate could sustain the asset pool for 36. But moving to just a 6% rate runs the risk of exhausting the pool in just over 18 years. That’s a significant impact. Just a 2% difference could potentially cost you almost 18 years! The main thing to remember is that, regardless of your investment mix, a higher withdrawal rate will increase the risk that you could deplete your savings.
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Risk 4: Not keeping up with inflation

. . . while inflation can eat away at your purchasing power.

All numbers were calculated based on hypothetical rates of inflation of 2%, 3%, and 4% (historical average from 
1926 to 2008 was 3%) to show the effects of inflation over time; actual inflation rates may be more or less and will 
vary.  Fidelity Investments.

Presenter
Presentation Notes
Inflation
Inflation is a familiar challenge to many of us. 
While there has been something of a holiday on this front recently, with inflation at about 3% a year since 2000, retirees can’t, prudently, plan on that continuing indefinitely.
As this hypothetical chart shows, even a relatively low inflation rate of 3% can have a significant impact on a retiree’s purchasing power. For example, who here remembers the cost of a gallon of milk in 1970? [Encourage responses.] Probably 65 cents. Today that same gallon of milk could cost you three dollars (or more!). Same holds true for just about anything you can think of—a loaf of bread, gasoline, even a pair of shoes.
Unless you hold assets that outpace it, inflation eats away at the purchasing power of the assets you need to meet rising expenses. This can be especially damaging for retirees who make one of possibly the most common investing mistakes upon reaching retirement age—dumping their equities and moving 100% of their assets into short-term instruments. 
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Risk 5: Asset allocation

Aggressive Growth Strategy
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47 years average market

16 years down market

Growth Strategy
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The impact of asset allocation and long-term performance 
on how long your money may have lasted

Source: Fidelity Investments. Average rates of return for stocks, bonds, short-term investments, and inflation are based on the risk premium 
approach. Actual rates of return may be more or less. The chart is for illustrative purposes only and is not indicative of any investment. Past 
performance is no guarantee of future results. Volatility of the stocks (domestic and foreign), bonds, and short-term asset classes is based 
on the historical annual data from 1926 through the most recent year-end data available from Ibbotson Associates, Inc. See “Methodology 
and Information” at the conclusion of this presentation for further details about indexes and methodology used to produce the chart, including 
definitions of “Extended Down” and "Average" markets. Scenarios illustrated using a 6% withdrawal rate. The target asset mixes presented 
in this publication were developed by Strategic Advisers, Inc., a registered investment  adviser and Fidelity Investments company, based on 
the needs of a typical retirement plan participant. Strategic Advisoers, Inc. is adjusting its target asset mixes, as of November, 2009, to 
increase the percentage of international equity to 30% of the overall equity portion of each target asset mix.
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Presenter
Presentation Notes
Asset Allocation 
Which brings us to our next risk: asset allocation risk. Can anyone tell me what asset allocation is? [Encourage responses.] Asset allocation is the percentage of stock, bond, and/or short-term investments contained within your portfolio.
Because you could live thirty or more years in retirement, your investments need to have the potential for growth. Retirement portfolios need sufficient allocation to a holding of diversified equities, because the historical experience with this asset class suggests that they have the potential for long-term growth over many years of retirement.
Retirees with portfolios overly concentrated in conservative investments run the risk of outliving their assets.
Even accounting for inflation and withdrawals, portfolios with sufficient equity exposure have a greater chance of lasting throughout one’s retirement than ones too conservatively invested.
This chart illustrates how long different portfolios are likely to have lasted, at a 6% inflation-adjusted withdrawal rate, given different asset allocation strategies.  �Even in retirement, you can improve your chances for long-term success by holding a Balanced portfolio (50% stocks, 40% bonds, 10% short-term) or Growth portfolio (70% stocks, 25% bonds, 5% short-term).  Investing entirely in stocks can leave you exposed to risk in down markets, while all bonds and cash leave little potential for appreciation in better markets.
Please note that asset allocation does not ensure a profit or guarantee against loss.



11

1. Build a retirement income plan

3
Manage Your 

Plan

1
Build a Retirement

Income Plan

2
Create a

Withdrawal Strategy

Presenter
Presentation Notes
This discussion of risks has hopefully convinced you of the need for a written retirement income plan.  Having a plan can help you be more aware of these risks and build solutions to address them.  This is a  flexible plan you can monitor and change as your needs and goals do. 

Now let’s talk about how to create a retirement income plan. Fidelity has developed a powerful approach that incorporates our experience and thought process on lifetime income strategies. 

The first step is to Build a Retirement Income Plan. Secondly, within that plan, you will create a withdrawal strategy that fits your needs in retirement.  Finally, we will show you how easy it is to manage your plan.
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Step 1:  Identify Expenses

– Keep track of spending

– Categorize expenses

– Prepare a budget

 Tip: Consider online tools to 
save you time.

Presenter
Presentation Notes
STEP 1
Begin by envisioning  the retirement you want. Where will you live? What will you do with your leisure time? Will you pursue volunteer or part-time work? How much traveling will you do, and where? These questions are crucial, because they help you to identify what your expenses will be. 

It’s important to realistically estimate the expenses you’ll be covering in retirement.  It can be a very useful exercise to begin keeping track of your spending now. Once you do that you can categorize your expenses as either essential – the things you need to live  – and those you consider discretionary, the things you’d like to have. 

Once you’ve completed these steps, consider preparing a budget. A budget not only gives you an idea of where your money is going, but it can show you where you can cut back and where you can save or invest more. It doesn’t have to be complicated or a big ordeal. Most importantly, it can help you reduce unnecessary spending, which, in turn, can help in all other aspects of your plan.  

Here is a tip: consider online tools to save you time, but a pad and paper will do just as well.  

[Note to presenter: mention savings planning tool and budget calculator on netbenefits.]
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– Social Security

– Workplace plans

– Employment

Step 2:  Identify Income

Presenter
Presentation Notes
STEP 2
Once you’ve reviewed your expenses, the next step is to identify income. 
Social Security
You probably have at least one lifetime source of income that will be paid out as long as you live – Social Security. Social Security was never intended to be your only source of retirement income. The income you can expect to receive from Social Security is a fraction of what you make today. The Social Security administration sends out an estimation of benefits each year.  You can also call them directly or go online to www.ssa.gov for more information.

Workplace plans such as 401(k)s or pensions
Another source of retirement income is your workplace retirement savings plan <such as your 401(k)>. To access information on your workplace savings, visit Fidelity NetBenefits®  for account information, recent transactions, contribution elections, and so on.
If you have a pension plan or an annuity from a current or former employer, you may have additional sources of lifetime income. The money from one or more pension plans could be a significant part of your retirement income.  

Employment
And you may be planning to work in retirement – a part-time job or something like that.

Each of your sources of income is an integral part of your plan.
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– Increase savings plans 
contributions

– Consider “catch-up” 
contributions, if eligible

– Contribute to an IRA

– Pay down debt

– Continue working

Step 3:  Identify Gaps

Presenter
Presentation Notes
STEP 3
The third step is to assess and fill any gaps. Since some of you may still be a few years from retirement, there are several things you can do:

 Increase contributions to your workplace savings plan now for more potential account growth. You can make pretax contributions of up to $16,500 for 2010.
 If you are 50 or over, you can make catch-up contributions. If you are hitting the plan maximum now, you’ll be able to save more. This means that you can contribute an additional $5,000 in pretax workplace saving plan in 2010, making a total of $22,000 to your retirement account.

 Consider adding an individual retirement account (IRA) or a Roth IRA to your strategy if you haven’t already. If you’re contributing to an IRA and/or you’ve maxed out on your workplace savings plan plan and are looking for additional tax-advantaged ways to invest for retirement, an IRA or Roth IRA may be your next best step. For many people, it can be advantageous to do both.  

 Reduce or eliminate your debts. Consider paying off all your credit card balances, car loans, and any other long-term and/or monthly debts. Look for places you can cut some of your expenses, as well as ways to increase your savings and investing. 

And some of you may have to work longer or consider a part-time job for additional income.  But whatever the outcome, a written retirement income plan can help you determine what option or options you will choose to fill your gaps and reach your goals.
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– Taxable/Tax-Deferred Accounts

– Stocks, Bonds, Mutual Funds

– CDs

– Annuities

Step 4:  Identify Assets for Income

 Tip: Consider the benefits of 
consolidation into a rollover IRA.

Presenter
Presentation Notes
STEP 4
Now that we have addressed essential expenses, identified sources of income, and have considered any gaps, the fourth step is to focus on the other income sources that you may consider tapping for discretionary expenses. 

Other assets to consider are the personal savings you may have invested on your own in stocks, bonds, mutual funds, CDs or money market funds, annuities, and any money you have in your bank checking and savings accounts.

If you own your home, the equity value can be converted to income through outright sale of your house. Or you could move elsewhere and generate income by renting the house you own. You may also have other assets you might sell. Or perhaps you’ll receive an inheritance.  

I mentioned IRAs a moment ago. As you consider your different sources of income and your various accounts, you may want to consider consolidating them into a rollover IRA to make things simpler. When you review your asset allocation across all your accounts, it will make that exercise easier if you consolidate multiple accounts. 
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Tools To Help

Fidelity.com/rollover

Easy Rollover Process

For illustrative purposes only
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Tools To Help

For illustrative purposes only

Fidelity.com/Incomeplanner
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– A retirement income 
plan can help you: 

– Minimize key risks
– Determine expenses, 

income, and any gaps
– Develop an investment, 

income, and withdrawal 
strategy 

– Stay on track and live the 
retirement you want

Key Reasons

Presenter
Presentation Notes
We covered the five greatest risks in retirement, BUT, having no plan at all could possibly be the greatest risk you face as you move into retirement.

A retirement income plan can help you:
 Minimize key risks 
 Realistically determine your expenses and income
 Develop an investment, income, and withdrawal strategy
 Stay on track during this potentially lengthy distribution phase and then live the retirement you want.
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How to build a plan

Profile
– Retired
– Ages 68 and 66
– Conservative investors
– Sam has some health issues
– Sara’s mother is age 90
– Live a moderate lifestyle

Hypothetical case studies are for illustrative purposes only and not based on actual people.

This is Sam and Sara...

Presenter
Presentation Notes
HYPOTHETICAL EXAMPLE
Let's look at a concrete example of a written retirement plan. We will follow a hypothetical couple, Sam and Sara, as they go through Fidelity's process of creating a retirement income plan and a withdrawal strategy.
Sam and Sara actually considered themselves among the one in five retirees who had a retirement income plan. They had sat down together, written down some figures, talked about what they wanted to do in retirement—how they wanted to spend their time and money—and thought they were in pretty good shape. Then they started seeing all the press about the rising cost of health care, and stories of retirees having trouble meeting their expenses, which is what brought them to Fidelity.
While Sara (age 66) is healthy as can be, Sam (age 68) is dealing with some health issues that are starting to take a bite out of their savings. To give you a little background… Sam and Sara are conservative investors and live a modest lifestyle. Sam spends his time gardening, reading, �and—when feeling well enough—golfing with his son. Sara volunteers two days a week at the nearby nursing home where her 90-year-old mother lives.
The first thing we did when meeting with Sam and Sara was help them identify the risks they’re most susceptible to. So, who can tell me which of the risks Sam and Sara face? [Encourage audience to identify their risks.]
Longevity Risk: due to Sara’s good health and family history of long life span
Inflation and Asset Allocation Risk: due to their overly conservative portfolio
Health Care Risk: due to Sam’s poor health and the possibility that Sara may someday reside in a nursing home like her mother
Now start thinking about the risks you’re most susceptible to. Jot them down. You’ll want to keep them in mind so you’re in a better position to address them as you build your own plan.
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Retirement Income Planner helps you to visualize your situation

The tool’s illustrations result from running a minimum of 250 hypothetical market simulations. The market return data used to generate the illustration is intended to provide you with a general 
idea of how asset mixes have performed historically. Our analysis assumes a level of diversity within each asset class consistent with a market index benchmark that may differ from the diversity 
of your own portfolio. Please note that the projections do not reflect the impact of any transaction costs or management and servicing fees (except variable annuities); if these had been included, 
the projected account balances would have been lower.

IMPORTANT: The projections or other information generated by Fidelity’s Retirement Income Planner regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results and are not guarantees of future results. Results may vary with each use and over time.

Annual Income/Expenses

Sam’s Age

Presenter
Presentation Notes
HYPOTHETICAL EXAMPLE
This chart for Sam and Sara is an example of what you might see when going through our Retirement Income Planner, a tool that captures all your income, expenses, and assets, and projects how long your savings may last based on a multitude of simulated market conditions. Your plan may look a little different, but it will provide similar information.
Now, let’s take a look at this chart to make sure you understand it. The X axis (horizontal) indicates the first retirees’ age. 
	The Y axis (vertical on the left) is their expenses (and their income)
The top line identifies their projected total expenses.
The dotted line below shows the break between their essential and discretionary expenses.
The blue and green areas show how they plan to cover their total expenses. The blue area is lifetime income and the green area is withdrawal from their investments.
At first glance, Sam and Sara’s plan looked good. They were able to draw a supplemental income from their investments, which made it possible for them to cover all of their expenses through their lifetime. But there was one problem… Sam and Sara had based their original plan on what they believed to be their life expectancy—82 for Sam and 85 for Sara. 
Had Sam and Sara not made the smart decision to have their plan evaluated by a Fidelity Retirement Representative, they would have been basing their entire plan on an unrealistic time horizon. So, in addition to educating them on the need to plan for longevity, their Fidelity Representative helped them adjust their plan. This time, they based their plan on more accurate assumptions to ensure that they would have supplemental income from their assets to last until Sam was at least 92 and Sara was 94.
So, let’s take a look at where they net out with these more accurate assumptions...
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The Longevity risk 

Annual Income/Expenses

Sam’s Age
The tool’s illustrations result from running a minimum of 250 hypothetical market simulations. The market return data used to generate the illustration is intended to provide you with a general 
idea of how asset mixes have performed historically. Our analysis assumes a level of diversity within each asset class consistent with a market index benchmark that may differ from the diversity 
of your own portfolio. Please note that the projections do not reflect the impact of any transaction costs or management and servicing fees (except variable annuities); if these had been included, 
the projected account balances would have been lower.

IMPORTANT: The projections or other information generated by Fidelity’s Retirement Income Planner regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results and are not guarantees of future results. Results may vary with each use and over time.

Presenter
Presentation Notes
HYPOTHETICAL EXAMPLE
As you can see here, when they base their plan on longevity, Sam and Sara experience a major shortfall. They actually run out of money when Sam is 90 and Sara is 88—much too soon, especially for Sara! As stated earlier, for a couple age 65, there is a fifty percent chance that one of you will be alive at 92; and a one in four chance that one of you will be alive at age 97.
Well, Sam and Sara were extremely concerned! They thought they had planned well, but were left feeling worried.
Sounds pretty depressing, doesn’t it? But it doesn’t have to be, because when you take the time to meet with someone and think through all the potential outcomes and scenarios, there are solutions to be found. It’s only when you head blindly into this new, risky territory that you may be left without options.
Determining the age to which your assets need to last is one of many “what-if” scenarios we at Fidelity take into consideration when assessing your plan. Other examples of “what-if” scenarios include:
What if you retired at a different age or worked part-time?
What if your expenses changed?
What if you changed your withdrawal rate?
What if you changed your asset allocation?
What if the markets do not perform the way you expect?
In fact, Fidelity’s tool runs 250 different scenarios behind the scenes to calculate the likelihood of your plan’s success based on a variety of market conditions. This method is very powerful basing your chances of success on average market conditions would be like basing your life expectancy on averages, which is very risky, as we have discussed.
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A plan that works!

Mortgage 
Ends

Discretionary 
Expenses 
Decrease

Sam’s Health Care Ends

Annual Income/Expenses

Sam’s Age
The tool’s illustrations result from running a minimum of 250 hypothetical market simulations. The market return data used to generate the illustration is intended to provide you with a general 
idea of how asset mixes have performed historically. Our analysis assumes a level of diversity within each asset class consistent with a market index benchmark that may differ from the diversity 
of your own portfolio. Please note that the projections do not reflect the impact of any transaction costs or management and servicing fees (except variable annuities); if these had been included, 
the projected account balances would have been lower.

IMPORTANT: The projections or other information generated by Fidelity’s Retirement Income Planner regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results and are not guarantees of future results. Results may vary with each use and over time.

Presenter
Presentation Notes
HYPOTHETICAL EXAMPLE
I’m happy to say that after changes to multiple assumptions, Sam and Sara now have increased the likelihood that their plan will succeed, and will potentially be able to leave money for their heirs.
Let’s review how they got to this point:
They planned for a longer time horizon to try and avoid gaps.
They realistically estimated their expenses and took into account the changes that are likely to occur in their spending habits as they get older, helping to make sure their expenses are covered through their lifetime. (The Fidelity Retirement Income Planner can help you model various kinds of expenses, ranging from essential expenses like food, housing, and health care to discretionary expenses like travel, club dues, and charitable giving.)
They changed their investment mix from a fairly conservative asset allocation using 23% equities to a balanced portfolio containing 50% equities.
The result? With this hypothetical couple:
All gaps are taken care of, so potentially all their expenses are covered through their lifetime.
They may even have a little money left over for their heirs.
They feel confident and secure.
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2. Create a withdrawal strategy and choose investments

3
Manage Your 

Plan

21
Build a Retirement

Income Plan
Create a

Withdrawal Strategy

Presenter
Presentation Notes
Once you have built a retirement income plan, you will feel more confident about whether your lifetime income plus your savings will be enough to pay for the retirement you envision. The next step is to create a withdrawal strategy and select investments that will generate the income you need.

So what do we mean when we talk about creating a withdrawal strategy? We mean deciding how to go about turning your retirement savings into income that will help you cover your expenses. 

There are a number of solutions, or products, that can help accomplish this, but you first need to think carefully about some priorities.
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A withdrawal strategy balances four distinct needs

For illustrative purposes only

Presenter
Presentation Notes
There are many different ways, let’s call them solutions, for generating income from your retirement portfolio. 
Some people immediately turn to conservative investments like bonds and CDs to generate income.
Other people use annuities for an income stream they can’t outlive.
Others prefer to stick with the familiarity of mutual funds or stocks.

To choose the right solution for your situation, you will need to think about four different priorities that many retired investors share. Each investor is different, and there is no single solution that meets all these needs, so you will need to think about what is most important to you.

The four priorities to think about are:
Growth investments — such as mutual funds can benefit from investment gains, but typically do not offer a guarantee. Also, their returns vary with the stock and bond markets.
Guarantees — solutions with a guarantee, such as annuities, can offer you an income stream that you won’t outlive, but such investments may limit access to your money, or carry higher fees.
Flexibility — some solutions give you the ability to access your money at any time, and may offer a high degree of growth potential, but they generally offer income that is variable, and not guaranteed. Investments with a high degree of flexibility could include bonds, CDs, and mutual funds. 
Principal preservation — some investors have a desire to meet expenses without spending down investments. This takes a large amount of capital to be able to accomplish, and can leave you open to inflation risk, but there are solutions that can help in this regard.

Now let’s take a look at three retirement income strategies that take into account the four priorities we just discussed. The first is the Systematic Withdrawal Strategy, which helps to address your need for growth, guarantees, and flexibility.
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Systematic Withdrawal Strategy

Cons
– May require hands-on attention over time.
– Amount and longevity of income cannot be assured.

How it works
Scheduled withdrawals are made from a diversified mix 
of investments (stocks, bonds, and cash), which are 
managed for total return. Can also be used with an 
annuity.

Pros
– Generates income & may provide  growth.
– Automated withdrawals from mutual funds available.
– Full flexibility & access.

Portfolio illustrations are for illustrative purposes only.  Proportions appropriate for this 
strategy will vary widely.

Presenter
Presentation Notes
A Systematic Withdrawal Strategy involves making scheduled withdrawals from your portfolio, which includes a diversified mix of investments that are managed for total return. It is a way to help generate income off your portfolio and, depending on how your assets are allocated, may provide growth that helps you keep pace with inflation. The withdrawals are automatically taken from your mutual funds and you retain full flexibility and access to your savings.
This strategy could include the following types of products:
A portfolio of mutual funds
Fidelity’s Income Replacement Funds
Professionally managed portfolio services
A portfolio of individual securities

Additionally, this strategy can be used to devote a portion of your total portfolio to the purchase of an annuity,* which allows for a guaranteed income stream. This means you could consider a potentially higher sustainable withdrawal rate because the annuity offers you a lifetime of guaranteed† income.

When implementing either version of this strategy, you should consider how it will fit with your overall portfolio and retirement income needs. You should also take into consideration the amount of hands-on attention that may be required over time. As an alternative, you can also choose to use our Fidelity Portfolio Advisory Service® program, where our professionals will manage your portfolio for you and work to implement the right version of this strategy to suit your income and investing needs. 

You should be aware that the amount and longevity of your income cannot be assured. In addition, by adding an annuity to your strategy, you could give up control of a portion of your assets and have higher expenses for the guaranteed income stream.

Next let’s look at the Income & Dividends Only Strategy, which helps provide solutions for your principal protection and guaranteed income priorities.

*Annuities are long-term investments and may be limited by tax penalties. Surrender charges and income taxes may be due upon withdrawal of funds.
†Guarantees are subject to the claims-paying ability of the issuing insurance company.
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Interest & Dividends Only Strategy

How it works
Withdrawals are made from the interest & dividends  
produced by investments such as bonds, bond funds, CDs, 
and/or dividend-yielding stocks. Typically, this strategy 
requires sizeable savings to generate the income desired.

Pros
– Minimal credit risk, if invested in FDIC-insured CDs1 or 

U.S. government bonds.2
– Principal amount returned at maturity, if investing in 

CDs and bonds.
Cons
– Future income may be hard to predict. At bond or CD    

maturity, principal will need to be reinvested at current 
rates.

– Limited exposure to growth investments to help protect 
against inflation risk.

– Exposure to market risk using bond funds or portfolios of 
dividend-yielding stocks.

Products you might consider:

• Bonds or Bonds Ladders

• Bond Funds

• Diversified Portfolio of 
Dividend-Yielding Stocks

• CDs or CD Ladders

1Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. If sold prior to maturity, CDs may be sold on the secondary market subject to market conditions.

2Bond funds entail interest rate risk (as interest rates rise bond prices usually fall), the risk of issuer default, issuer credit risk, and inflation risk.

Presenter
Presentation Notes
An Interest & Dividends Only strategy involves withdrawals that are made from the interest produced by a portfolio of investments, which could include bonds, bond funds, CDs, and/or dividend-yielding stocks. This strategy typically works well when there are sizeable savings that can generate sufficient interest to provide the income desired.

This strategy could carry minimal credit risk if you invest in FDIC-insured CDs or individual bonds, which are backed by the U.S. government. Also, if you invest in CDs and bonds, your principal amount will be returned at maturity. Of course, you should determine how this strategy will fit into your overall portfolio and retirement income needs. You should consider the following:
Your future income may be hard to predict once a bond or CD matures. because you will need to reinvest at current rates.
You may have limited exposure to growth investments, which may help provide protection against inflation.
You may have increased exposure to market risk if you use bond funds or a portfolio of dividend-yielding stocks.

Now let’s look at our third strategy—the Bridge Strategy—which helps to provide a solution for your growth and principal preservation income priorities.
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Bridge Strategy

How it works
A portion of the portfolio is used to cover an income gap for 
a fixed period of time, while the balance of the portfolio is 
invested in a diversified mix of assets that is managed for 
total return.
Pros
– May provide regular monthly payments for a fixed period of 

time.
– Growth of the portfolio may protect against inflation, 

depending on the asset allocation strategy.
Cons
– You need to make sure that you have enough assets to 

cover your lifetime strategy following the bridge period.

*Performance of the Fidelity Income Replacement FundsSM depends on that of their underlying 
Fidelity funds. These funds are subject to the volatility of the financial markets in the U.S. and 
abroad, and may be subject to the additional risks associated with investing in high yield, small 
cap, and foreign securities.

Products you might consider:

• Period Certain Annuity

• Fidelity Income Replacement 
FundsSM*

• Bond Ladders

• CD Ladders

*

Presenter
Presentation Notes
A Bridge Strategy takes a portion of your portfolio and uses it to cover an income gap for a fixed period of time. The balance of the portfolio is then invested in a diversified mix of assets that are managed for total return. This can often be a starting point in your overall retirement income strategy if you need to cover a short-term income gap.

This strategy might be achieved using such products as:
Period-certain annuities
Fidelity Income Replacement FundsSM*
Bond ladders
CD ladders

This strategy may help to provide you with regular monthly payments for a fixed period of time. In addition, the growth of the diversified portfolio may protect you against inflation, depending on your asset allocation strategy.

As with the other two strategies we’ve discussed, consideration of your overall portfolio and retirement income plan is key. You also need to make sure that you have enough assets to cover your lifetime strategy following your bridge period.

*Performance of the Fidelity Income Replacement FundsSM depends on that of their underlying Fidelity funds. These funds are subject to the volatility of the financial markets in the U.S. and abroad, and may be subject to the additional risks associated with investing in high yield, small cap, and foreign securities.
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Solutions available from Fidelity

Your needs + a range of solutions + trained professionals = a withdrawal 
strategy that works for you

Portfolio Advisory Services
Mutual Fund Portfolios

Fidelity Income Replacement FundsSM* 
Income Annuities

Individual Securities (CDs, Bonds, Stocks)

Any fixed income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. If sold prior to maturity, CDs 
may be sold on the secondary market, subject to market conditions.

Presenter
Presentation Notes
Fidelity’s Retirement Representatives will work with you to take into account the amount of income you want to generate, your need to balance the four priorities, as well as your risk tolerance and the length of time you want to invest for, and craft a solution that is right for your situation.
Some important things to remember:
There is no “silver bullet”—no one product scores a “10” for growth, guarantee, flexibility, and principal preservation.
Your solution may not consist of just one product; in fact, it probably won’t. For example, many retirees will use an annuity to generate some guaranteed income, but will also invest in mutual funds to enhance the growth potential of their portfolio.
Furthermore, two investors with similar needs for growth, guarantees, and flexibility may require different solutions—because they have different time horizons or tolerance for risk. This is where the experience of Fidelity’s Retirement Representatives comes into play—we have helped hundreds of investors turn the corner from saving for retirement to generating income in retirement, and to feel confident about doing it.
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3.  Manage your plan

Manage Your 
Plan
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Build a Retirement

Income Plan
Create a

Withdrawal Strategy
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Presenter
Presentation Notes
Well, folks, believe it or not, we’re almost there. With this slide we start the third and final portion of your retirement income plan: managing your plan.
With your plan and your investments set up, you are free to live your dream. However, since circumstances can change, you should revisit your plan on a regular basis and make adjustments as necessary.
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Importance of managing your plan

Revisit and update your plan on a 
regular basis
 Modify your plan as your 

personal situation changes

Monitor and maintain your target 
asset mix
 Investments can shift out of 

balance over time

Manage your money coming 
in and going out

Stay on top of new rules and 
deadlines

Presenter
Presentation Notes
It is important to stay actively involved in reviewing your plan regularly. Once a year should be sufficient, unless, of course, you have a change in your circumstances.
One reason ongoing monitoring is so important is because, if left unchecked, your investment mix can easily shift out of balance over time. As different segments of the market go up and down, the percentage of total assets invested in different asset classes will change. For Sam and Sara, this will be especially important for the mutual fund portion of their portfolio. The other two investments have professionally managed asset allocation built in.
For example, let’s say that in 2002, you chose a target asset mix of 40% bonds, 50% stocks, and 10% short-term investments. Now let’s say you didn’t actively maintain that mix, but just let your investments ride. In just one year, your stocks could have jumped to almost 56% of your total assets—and over two additional years could be moving closer to 60% of your portfolio—a significant change in your target asset mix and subjecting you to more risk than you had originally felt comfortable with.
Additionally, by continuing to monitor your plan, you will keep track of your expenses and income so your money can last your lifetime.
To complicate things, rules, regulations, and deadlines about retirement plans and distributions can change. What this demonstrates is the need to stay actively involved. When you work with Fidelity, we can work with you to perform an annual review of your retirement portfolio to make sure you’re on track.
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Two to three years out from retirement

–If you don’t have a plan, commit to 
creating one.

–If you do have a plan, revisit it.

–Indicate you want a follow-up call 
on your Evaluation Form.
–Call 866-973-5021 to schedule an 
appointment with a Fidelity 
Representative.
–Make use of the robust online 
tools offered.

Presenter
Presentation Notes
I know we’ve covered a lot of ground. So, let me simplify your next steps... 
First, if you are two to three years out from retirement and do not have a formal written retirement plan, I hope you leave here today committed to creating one. If you’d like, you can arrange for our help by indicating so on your evaluation form. The Income Planning Consultants at Fidelity are trained to provide you with retirement planning and investment guidance to help you with your particular situation.

If you are one of the few who already have a formal—or informal—plan, come on in and put your plan to the test. Test your thinking with ours. You have nothing to lose. You will either get confirmation that your plan is solid, or uncover some new findings to improve your plan. 

Either way, by meeting with the specially trained consultants at Fidelity, you may be better off. You gain the confidence of knowing that your assets may last through your lifetime, and that your retirement—which you’ve worked so hard for—may be secure.

This is a complimentary service, so make an appointment today, call 1-866-973-5021) It’s that easy! 

And finally be sure to check out the Retirement Income Planner tool at Fidelity.com/incomeplanner.
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– Understand the 5 key risks and 
accept that you will need a plan.

– Use the Retirement Quick Check 
tool on netbenefits to see if you 
are on track to reach your 
retirement goals.

– Fill savings gaps.

– Review the retirement checklist 
regularly.

– Call 1-800-642-7131 to schedule 
an onsite appointment with Fidelity

Retirement is more than three years away

 Tip: Take advantage of free 
guidance and tools offered by Fidelity.

Guidance is provided by Fidelity Representatives through the use 
of Fidelity’s suite of guidance tools. These tools are educational 
tools and are not intended to serve as the primary or sole basis 
for your investment or tax-planning decisions.MyPlan Retirement Quick Check is an educational tool. 
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Important Information

Before investing, consider the investment objectives, risks, charges and expenses of the 
fund or annuity and its investment options.  Call or write to Fidelity or visit Fidelity.com for 
a free prospectus containing this information. Read it carefully.

Diversification and asset allocation do not ensure a profit or guarantee against a loss. U.S. stock prices are more volatile than those of 
other securities. Government bonds and corporate bonds have more moderate short-term price fluctuations than stocks but provide 
lower potential long-term returns. U.S. Treasury bills maintain a stable value (if held to maturity), but returns are only slightly above the 
inflation rate. As with all your investments through Fidelity Investments, you must make your own determination whether a particular 
investment is consistent with your objectives, risk tolerance and financial situation. Fidelity is not recommending or endorsing any 
particular investment in this research paper. The S&P 500® Index is a registered service mark of The McGraw-Hill Companies, Inc., 
and has been licensed for use by Fidelity Distributors Corporation and its affiliates. It is an unmanaged index of the common stocks of 
500 widely held U.S. stocks that includes the reinvestment of dividends. It is not possible to invest directly in the index. The Consumer 
Price Index is a widely recognized measure of inflation calculated by the U.S. government that tracks changes in the prices paid by 
consumers for finished goods and services.

Information provided is general and educational in nature. It is not intended to be, and should not be construed as, legal or tax advice. 
Laws of a specific state or laws relevant to a particular situation may affect the applicability, accuracy, or completeness of this 
information. Consult an attorney or tax advisor regarding a specific legal or tax situation.
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Important Information

The historical performance analysis is an illustration of how a mix of asset classes would have fared under historical market conditions, 
given a stated goal of 5% withdrawal. The results of the analysis are based on how an asset allocation performed in a certain
percentage of the simulated market scenarios. For example, in the extended down markets a 90% confidence of market performance 
was considered. This means that in 90% of the historical market scenarios run, the asset allocation performed at least as well as the 
results shown. Conversely, in only 10% of the historical market scenarios run the asset allocation failed to reach the results shown. For 
average market results for an asset allocation, a 50% market confidence was used. 

Fidelity Portfolio Advisory Service® is a service of Strategic Advisers, Inc., a registered investment adviser and a Fidelity Investments 
company. Fidelity Private Portfolio Service® may be offered through the following Fidelity Investments companies: Strategic Advisers, 
Inc., Fidelity Personal Trust Company, FSB (“FPT”), a federal savings bank, or Fidelity Management Trust Company (“FMTC”). Non-
deposit investment products and trust services offered through FPT and FMTC and their affiliates are not insured or guaranteed by the 
Federal Deposit Insurance Corporation or any other government agency, are not obligations of any bank, and are subject to risk, 
including possible loss of principal. These services provide discretionary money management for a fee.

Retirement Income Planner is an educational tool. On or about December 14, 2010, this educational tool will be provided 
solely by Fidelity Brokerage Services LLC (FBS), a registered broker-dealer and a Fidelity Investments company. Prior to 
this date, it was provided by FBS and Strategic Advisers, Inc., a registered investment adviser and Fidelity Investments 
company.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917

435528.18.0
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Methodology and Information for Slides 8 and 10

METHODO LOGY & INFO RMATION FO R EXHIBITS 7,8,9,10 Exhibits 8, 9, and 10, are not intended to project or predict the present 
or future value of the actual holdings in a participant’s portfolio or the performance of a given model portfolio of securities.
For Exhibits 8 and 10, several hundred financial market return scenarios were run to determine how the asset mixes may have 
performed. 
For Exhibit 10, the Average Market and Extended Down Market results are based on 50% and 90% confidence levels, respectively. The 
results for the Average Market highlight the number of years the hypothetical portfolio would have lasted in 50% of the scenarios. The 
results for the Extended Down Market are based on a 90% confidence level highlighting the number of years the portfolio would have 
lasted in at least 90% of the scenarios generated. 
For Exhibit 8, a 90% confidence level was utilized indicating that the percentage of assets withdrawn annually could have been 
supported for the number of years noted in 90% of the historical scenarios that were generated
For Exhibits  8 and 10, the estimated returns for the stock and bond asset classes are based on a “risk premium” approach. The risk 
premium for these asset classes is defined as their historical returns relative to a 10-year Treasury bond. Risk premium estimates for 
stocks and bonds are each added to the 10-year Treasury yield. Short-term investment asset class returns are based on a historical risk 
premium added to an inflation rate, which is calculated by subtracting the TIPS (Treasury Inflation-Protected Securities) yield from the 
10-year Treasury yield. This method results in what we believe to be an appropriate estimate of the market inflation rate for the next 10 
years. Each year (or as necessary), these assumptions are updated, to reflect any movement in the actual inflation rate. Volatility of the 
stocks (domestic and foreign), bonds, and short-term asset classes is based on the historical annual data from 1926 through the most 
recent year-end data available from Ibbotson Associates, Inc. Stocks, bonds, and short-term are represented by S&P 500, U.S. 
Intermediate Term Government Bonds, and 30-day U.S. Treasury bill, respectively. Annual returns assume the reinvestment of interest 
income and dividends, no transaction costs, no management or servicing fees, and the rebalancing of the portfolio every year.
For Exhibits 8 and 10 which highlight varying levels of stocks, bonds, and short-term investments, the purpose of these hypothetical 
illustrations is to show how portfolios may be created with different risk and return characteristics to help meet a participant’s goals. You 
should choose your own investments based on your particular objectives and situation. Remember, you may change how your account 
is invested. Be sure to review your decisions periodically to make sure they are still consistent with your goals. You should also consider 
all of your investments when making your investment choices.
For Exhibit 7 these estimates assume life expectancy at age 65 of 17 and 20 years, for males and females, respectively. A health care 
cost inflation rate of 7% is used; underlying this assumption are cost of service increase rates that vary by type of service, ranging from 
4% to 9%. The estimates are representative of the amount needed in a taxable account. A 5% after-tax rate of return is assumed on 
savings in retirement. Medical costs are assumed to be incurred uniformly in each year in retirement after age 65. Estimates are
calculated for an “average” retiree. Actual costs will vary depending on actual health status, area, and longevity. Individuals who deviate 
from this average could require a smaller or larger amount of savings. These estimates assume that there is no employer-sponsored 
post-retirement health care coverage. These estimates assume that the retiree has traditional Medicare coverage, elects Medicare Part 
D, and, by virtue of their income level, continues to receive the current government Part B subsidy. These savings amounts do not 
consider the expected costs of expenses related to over-the-counter drugs, dental care, or nursing home care.

435528.18.0
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