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“In delay there lies no plenty.”

- William Shakespeare

As you read this sentence, a mo-
ment passed you by. As you read
this sentence, you missed an oppor-
tunity. As you read this sentence,
you are closer to retirement. What
did you do with the moments and
opportunities before you sat down
to read this article—and what will
you do after?

The preceding is not meant to ring
the knell of doom. Instead, let it be
your “wake-up call” to stop putting
off your retirement planning or, if
you have already begun, neglecting
to remain vigilant in adjusting your
plan according to where you are on
the ‘retirement continuum.’

Babies Go “Boom”

Over the next five years,13.8 million
‘babyboomers’ will be exploding
onto the retirement scene.! In fact,
in 2006, the first wave of ‘boomers’
began turning sixty. For them—and,
perhaps, you—retirement is rapidly
approaching. At that point, think-
ing about retirement will become
living it. The question is, how much

will they—or you—have to live on?

The reality is that many people
aren’t prepared, regardless of their
asset level. And preparation is cru-
cial.

The reasons for a lack of prepared-
ness are many. Some put the blame
on the generation itself, that it was
freer to spend and less eager to save.
Others point out that, during the
prime earning and saving periods of
their lives, the economy fluctuated
too wildly and jobs gained and lost
too readily for them to really be able
to make any sort of solid commit-
ment to saving.

Battles still wage in the government,
among lobbyists, physicians and oth-
ers over health insurance (who pays
what, to whom, how much, etc.) and
itis the well-being of ‘boomers’ that
is in the balance. According to the
most recent Census Bureau data
(2005), private health insurance
subscriptions dipped to an all-time
low of 67% because of rising costs to
both employers and employees,
while employment-based health in-
surance declined by 0.3%.2

As companies continue to reduce
benefits and insurance, an influx of
less than (and, potentially, non-in-
sured) ‘boomer’ retirees is becom-
ing a grim reality that will have a
considerable impact on an already
taxed healthcare system. That, com-
bined with their ripple effect on the
economy in general, and various as-
pects of the support infrastructure
needed to maintain them, and you
can see that living in retirement
presents a whole different set of fi-
nancial questions than when prepar-
ing for it.

Will you be ready to change your
focus from retirement savings to

managing and preserving your sav-
ings? Perhaps you need to consider
doing more than that—perhaps you
should think about building income
while in retirement. Another im-
portant thought to consider is your
legacy—how will you pass on your
assets? Think about these questions
as you read further and remember
to speak with your Financial Con-
sultant to fully explore your retire-
ment before you begin living it.

Asset Allocation + Income Generation
= Accumulation

With life expectancies increasing—
for couples reaching age 65 there is
nearly a 50% chance that at least
one of them (and possibly both of
them) will still be alive at age 90—
there is a growing risk of outliving
your assets.’

There are two things to remember
to help you be better prepared: asset
allocation and income generation.

Common financial wisdom dictates
that, as you grow older, your invest-
ment mix should change from more
to less aggressive, towards a more
conservative blend of investments to
help lower portfolio volatility in ad-
vance of generating retirement in-
come. Once in retirement, the key
asset allocation question that needs
to be answered is, “How much
money can I spend each year so as
to not outlive my assets?”

That is where income generation
comes into play. One strategy to
generating retirement income in-
volves analyzing asset allocation
from a whole new perspective, from
accumulation to management and
income. One consideration is an al-
location between investment vehi-
cles (e.g. stocks, bonds, mutual
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funds, etc.) and income generating
vehicles (e.g. immediate fixed annu-
ities, variable annuities with living
benefits, etc.). This way, you can
help protect the retirement income
you need to enjoy your well-earned
“time-off,” while allowing for poten-
tial asset growth in anticipation of a
longer life, inflation, unforeseen ex-
penses, or to leave a legacy to your
heirs.

Many studies have shown that a port-
folio with an asset allocation leaning
more towards equities can generate
a maximum income of about 4% an-
nually, providing a helpful supple-
ment. However, a sudden market
downturn immediately after retire-
ment can make it difficult to stick
with that equity allocation. For this
reason, it is essential, as always, for in-
vestors to create a balanced portfo-
lio that addresses both their
tolerance for risk and desire to gen-
erate income.

The ‘Retirement Continuum’

Retirement planning starts as early
as when you begin working and, as
we have seen above, continues even
after you retire. As with any financial
plan, it needs to be constantly mon-
itored to ensure thatitis in line with
your current and future needs. Re-
gardless of when you begin or where
below, your Financial Consultant
can be your greatest planning asset
when you are trying to grow and
protect your retirement.

Ages 40 to 50

As life’s responsibilities tug at you—
career, family, perhaps putting chil-
dren through school or assisting
your parents—it is still important to
remember to find the time to plan
and the money to save for your re-
tirement. Just as when you were in
your 20s and 30s, you should do
your best to continue contributing

the maximums to your retirement
programs, both company-sponsored
and any IRAs you may have.

This is when you should consider re-
allocating your investments, begin-
ning a gradual movement away from
more risk-taking to more risk-averse
vehicles, based upon your risk toler-
ance. This can also be a good time, if
you haven’t done so already, to meet
with an estate planning professional
and begin thinking about protecting
your assets for your family and provid-
ing for your own future needs, such
as insurance, healthcare, etc.

Ages 50 to Retirement

Financial security is now paramount:
your investments need to reflect the
importance of asset preservation and
reduced risk, while still providing for
areasonable amount of capital appre-
ciation. You should work with your Fi-
nancial Consultant to refine your
postretirement plan and to ensure
that your investments continue to pro-
vide the maximum return long into
your retirement. Continue contribut-
ing to your IRAs and remember that
recent changes in tax law now allow in-
vestors aged 50 and older to make ad-
ditional “catch-up” contributions of
up to $5000.

This is also the time to think about
long-term healthcare insurance to
help protect your assets in the event
that you require healthcare assis-
tance that can, over time, deplete
your assets, as well as the legacy you
want to leave to your heirs. Consider
that, in 2006, the national average
cost of a semi-private room in a nurs-
ing home was $66,795 annually.®
Long-term care covers an enormous
range of services, medical and non-
medical, in-home or facilities-based.
Related insurance can help not only
protect your assets, but ensure that
you receive the level of treatment
and attention you deserve to main-
tain your quality of life.

Retirement

Now it is time to enjoy the fruits of
your labor—but it is equally impor-
tant to have fruit to enjoy through
out your retirement. During these
years, it is crucial to continue moni-
toring your asset allocation to main-
tain the balance between generation
and accumulation. As when before
you retired, the question you ulti-
mately need to ask is, “What is my
risk tolerance?” For the more risk-
averse, investing in such vehicles as
intermediate-term bonds, bond
funds, CDs and money market funds
can potentially provide income
while offering less exposure to risk.
As you move further up the risk/re-
turn ladder, you can include stocks
and bonds in varying degrees until
you reach your risk level.
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