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In accumulation, your  
investing time frame is  
basically known.

During distribution,
time becomes a
wildcard.

Investing Time Frame

Retirement

Time Horizon Known Time Horizon Unknown

9



Northwestern Mutual Planning and Progress Study, 2018

Shifting the Focus

67%
More than two-thirds of

Americans believe there is
some chance they will

outlive their savings
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6 Key Retirement Risks
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What Keeps You Up at Night?
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How it can affect your retirement

Retirement Plan Savings

a year withdrawal

$500,000

5%
50% STOCKS | 50% BONDS

Hypotheticalexample for educational purposes only. Not intended to represent a specific security or investment.

1. Market - Sequence of Returns

$500,000

starting January 1, 1973



Stocks in this example are represented by the Standard & Poors 90 index from 1926 through February 1957 and the S&P 500® index thereafter, which is an unmanaged group of securities and considered to be representative 
of the U.S.  stock market in general. Bonds are represented by the five-yearU.S. governmentbond and inflation by the Consumer Price Index. Eachmonthlywithdrawal is adjusted for inflation. An investment cannot be made
directly in an index. Past performance is no guarantee of future results. Hypothetical value of $500,000 invested at the beginning of 1973 and August 1994. Assumes inflation-adjusted withdrawal rate of 5%. Portfolio: 50% 
large-company stocks/50%  intermediate-term bonds. This is for illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index. © 2014 Morningstar. All Rights Reserved.

How it can affect your retirement
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1. Market - Sequence of Returns
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1. Market - Declines Are to Be Expected
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Positive

74%
of the time*

Positive

100%
of the time*

Positive

87%
of the time*

Avoid making emotional decisions.

The chart is for illustrative purposes only and not intended as a recommendation. Past performance is not a guarantee of future results. All investments carry 
risk, including potential loss of principal, and no investment strategy can guarantee a profit or completely protect against loss. Indexes are unmanaged and 
cannot be invested in directly.
*Source: 2021 Morningstar Direct. Stocks are represented by the IA SBBI US Large Stock TR Index. All returns are from 1926 to 2020.



1. Market - Steady as You Go

The Risk of Market Timing –
Missing the Best Days in the Market 

Investors who attempt to time the market run the risk of  
missing periods of exceptional returns.
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The chart is for illustrative purposes only and not intended as a recommendation. Past performance is not a guarantee of future results. All investments carry ri sk including 
potential loss of principal and no investment s trategy can guarantee a profit or completely protect against loss. Indexes are unmanaged and cannot be invested in directly.

Prices from 2001 to 2020. Stocks are represented by the S&P 500. Stocks represented are annualized price returns.
Source: Bloomberg.



Based on the 2012 Individual Annuity Mortality Period Table with Projection Scale G2.

Plan for a retirement that could last 30 years or longer.

2. Longevity

The risk that you’ll outlive your money.

94+
YEARS OF AGE

88+ 90+
YEARS OF AGE YEARS OF AGE

Single: 50% chance a  
65-year-old man will live  

beyond the age of 88.

Single: 50% chance a
65-year-old woman will  

live beyond the age of 90.

Married: 50%
chance one of them 
will live beyond the 

age of 94.
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Maintain a proper asset allocation that includes stocks in your 
portfolio for the potential to keep pace with inflation.

Years 3% 4% 5%

0 $100,000 $100,000 $100,000

5 $86,000 $82,000 $78,000

15 $64,000 $56,000 $48,000

25 $48,000 $38,000 $30,000

30 $41,000 $31,000 $23,000

Inflation can reduce your purchasing power.

Impact of Inflation on Your Retirement Income

3. Inflation and Taxes
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So what’s the solution?

• Tax planning.

• Choose the right accounts to draw from.

• Convert a portion of your tax-deferred accounts 
to a tax-free account, such as a Roth IRA.

Drawing from taxable and tax-deferred accounts in 
the right order can make your money last longer.

3. Inflation and Taxes

$
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*Utilizing the cash values through policy loans, surrenders, or cash withdrawals will reduce the death benefit; and may necess itate greater outlay than anticipated and/or 

result in an unexpected taxable event. Assumes a non-Modified Endowment Contract (MEC). 



• Medical costs continue to rise.

• Fewer employers are providing  
retiree benefits.

• Medicare isn’t free and has limitations.

• Health expenses vary based on age.

Factor health care costs into your budget—just 
like other essential expenses.

4. Health Care Costs
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4. Health Care Costs - Medicare

24Source:  https://www.medicare.gov/Pubs/pdf/12026-Understanding-Medicare-Advantage-Plans.pdf



4. Health Care Costs - Medicare

24Source:  https://www.medicareadvantage.com/medicare-enrollment



4. Health Care Costs - Medicare
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AVOIDING PENALTIES

Part A: If you are in a situation where you will have to pay for Part A and don’t purchase it when you 
are first eligible, your monthly premium could increase by 10 percent. You’ll have to pay that higher 
premium for twice the number of years you could have had Part A but didn’t sign up. For example, if 
you delayed signing up for Part A for two years, you’ll pay a higher premium for four years.

Part B: If you don’t sign up for Part B when you are first eligible, your monthly premium may go up 10 
percent for each 12-month period you could’ve had Part B. You’ll pay that for as long as you have Part 
B. If your enrollment period ended September 30, 2016, and you waited until March 2019 to enroll, 
your penalty would be 20 percent. Even though you waited 30 months to enroll, only two 12-month 
periods elapsed, hence the 20 percent penalty. 

Part D: As with the others, the cost of the penalty will depend on how long you went without Part D or 
other accepted prescription drug coverage. The penalty is calculated by multiplying 1 percent of the 
“national base beneficiary premium” ($32.74 in 2020) times the number of months you didn’t have 
Part D or other coverage. The monthly premium is rounded to the nearest 10 cents and added to your 
monthly Part D premium. 

NOTE: In some cases, you might qualify for a Special Enrollment Period (SEP). If this is the case, you can 
delay enrollment in Medicare without paying a penalty. There are several situations and life events in 
which you can become eligible for an SEP. Check out Medicare.gov for more details.



4. Health Care Costs - Medicare
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Medicare – Part B costs including Income Related Monthly Adjustment Amount (IRMAA)

Source:  https://www.medicare.gov/your-medicare-costs/part-b-costs



4. Health Care Costs - Medicare
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Medicare – Part D costs including Income Related Monthly Adjustment Amount (IRMAA)

Source:  https://www.medicare.gov/drug-coverage-part-d/costs-for-medicare-drug-coverage/monthly-premium-for-drug-plans



What’s the solution?

• Understand what Medicare does and does not cover.

• Include health care costs in your budget.

• File form SSA-44 for life changing events with respect to 
Medicare premiums if applicable.

Estimated Annual Out-of-Pocket Health Care Expenses in Retirement
65-year-old individuals on a per-individual / per-year basis

Amounts are based on estimated annual health care costs for 65-year-old individuals using statistical information obtained from www.medicare.gov, 2017. 

They include the cost of premiums, deductibles  and co-pays. They do not include long-term care costs. Based on data from the Centers for Medicare and 
Medicaid Services, assume an annual inflation rate of 6% for health care expenses.

4. Health Care Costs

Health Cost Estimate

Excellent $4,450

Good $7,620

Poor $14,150
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Expenses associated with  
a prolonged illness that  
requires special care can
deplete retirement savings.

Northwestern Long Term Care Cost of Care Survey, conducted nationwide, November 2015. Long Term Care Group, 

Inc.  Future Cost based on 5% annual increase. These future costs are not guaranteed.

Include funding for long-term care in your retirement plan 
to help protect your savings and reduce reliance on others.

5. Long-Term Care Needs
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Without adequate planning, you may not  
be able to leave a financial legacy and 
meet your retirement income needs.

Start your legacy planning as early as possible.

6. Leaving a Legacy
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• Estate Planning
• Gifting
• Charitable distribution 

strategies



Case Example
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Key Points
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1. Create a practical retirement budget, distinguishing between 
essential and discretionary needs. 

2. Build an asset allocation strategy with only as much risk as 
needed to optimize income. 

3. Leverage multiple sources to create your retirement income 
stream. 

4. Cover your essential expenses with guaranteed lifetime 
income. 

5. Benchmark your retirement income plan using probability 
analysis to help ensure success. 

6. Maintain a cash reserve account to help avoid liquidating 
investments during a down market.

7. Manage the impact of taxes and inflation throughout 
retirement. 

8. Address potential long-term care funding needs. Ensure your 
plan includes a strategy for meeting any charitable, gifting 
and legacy goals. 

9. Periodically review your plan and make revisions as needed.



Thank You
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