
Pandemic or not, life expectancies are on the rise! That 
likely means more time to enjoy the fun times with our 
children, and grandkids. For Americans, life expectancies 
increased to 78.7 years in 2018, according to the New York 
Times1. And 73% of healthy 65-year old couples could 
have a retirement lasting at least 25 years. 46% should be 
planning for a 30+ year retirement!2

While the expectancy for longer lives is good news, it can 
make thoughtful retirement and overall financial planning 
all the more important. In 1989, Americans were expected 
to live an average of 75 years; planning for three more trips 
around the sun might mean future retirees should consider 
a wide variety of strategies to replace their working pay-
checks to enjoy an even longer post-employment life.

The blue line in Chart One represents the portfolio of a 
65-year-old investor who retired in 1989 with $1 million 
invested in a globally diversified portfolio of stocks. She 
withdrew $40,000 (4%) in her first year of retirement and 
increased those withdrawals by 2.5% each year to adjust 
for rising prices of food, gas, etc (finance geeks refer to 
increasing prices as inflation). 30 years later, her remaining 
portfolio would reach $2 million, and the investor would 
have withdrawn $1.8 million. But that was the scenario 
with investment returns starting in 1989. Would the out-
come change if the returns changed? Does the sequence of 

returns matter (more finance geek language)? The answer is 
“yes” and sometimes it’s a bad “yes”.

The chart below also depicts a range of other possible 
outcomes where an investor withdrew exactly the same 
amount, $40,000, with identical inflation assumptions. 
The only difference being the sequence of returns  
(finance geeks refer to doing this over and over as Monte 
Carlo Analysis).

In the Monte Carlo Analysis, 15% of portfolios ran out 
of money before 30 years were up. Tellingly, a portfolio’s 
first few years are of paramount importance – in situations 
where a retirement savings took a market hit within the 
first five years, the probability of running out of money  
hit 35%.
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Source: Bloomberg and GSAM. For illustrative purposes only. Past performance does not guarantee future results, which may 
vary. GROWTH OF $1,000,000: A graphical measurement of a portfolio's gross return that simulates the performance of an initial 
investment of $1,000,000 over the given time period. The example provided does not reflect the deduction of investment advisory fees 
and expenses which would reduce an investor's return. Please be advised that since this example is calculated gross of fees and 
expenses the compounding effect of an investment manager's fees are not taken into consideration and the deduction of such fees 
would have a significant impact on the returns and as such the value of the $1,000,000 if calculated on a net basis, would be 
significantly lower than shown in this example.

1 Longevity Illustrator, American Academy of Actuaries and the Society of Actuaries as of 1/31/2020, representing a 65-year-old male 
and 65-year-old female, both non-smokers of “Excellent” health.
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(1) Based on statistics provided by the National Center for Health Statistics.
(2) American Academy of Actuaries and the Society of Actuaries



This material has been prepared for informational and educational purposes for our clients and friends. This material 
does not constitute, and should not be construed as, an offer to sell, or a solicitation of an offer to buy, any securi-
ties or related financial instruments. Please consult your Fairhaven Wealth Management professional to discuss how 
this may impact your own financial plan and/or investment portfolio. This material is not intended to provide, and 
should not be relied upon for accounting, legal, tax advice or any other purposes. Information and views are as of 
the date indicated and such information and views are subject to change without notice. Fairhaven has no duty or 
obligation to update the information contained herein. Further, Fairhaven makes no representation, and it should not 
be assumed, that past investment performance is an indication of future results. Wherever there is the potential for 
profit there is also the possibility of loss. Certain information contained herein is based on or derived from informa-
tion provided by independent third-party sources. Fairhaven believes that such information is accurate and that the 
sources from which it has been obtained are reliable; however, it cannot guarantee the accuracy of such information 
and has not independently verified the accuracy, completeness or the assumptions on which such information is 

The Fairhaven financial literacy library found on  
fairhavenwealth.com contains a video on this very topic 
“Retirement Readiness: Mind the Gap”: “In those first 
years of retirement, if you run into a bear market and your 
portfolio drops in value, the double whammy of withdraw-
ing funds PLUS your investments being worth less, puts a 
lot of pressure on anybody’s financial plan.”

Without a crystal ball knowing when the next bear mar-
ket will strike, what can you do? First, it is important to 
be aware of this trap. Second, there are financial planning 
strategies to consider that can help dampen the impact of 
a bear market early in your retirement. For example, you 

might consider setting aside several years of income as a 
cushion to be drawn upon if needed. You can also struc-
ture your bond portfolio with varying maturities match-
ing those first few years of retirement, also called a bond 
ladder. Specific bond maturities might help add a degree of 
permanence and definition to your sources of retirement 
income.

None of us can control or time market performance (run 
for the hills from anyone who claims otherwise). With 
thoughtful planning, however, you may be able to put 
yourself in a better position to get off on the “right” first 
step towards a fulfilling retirement.  n
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About Fairhaven

Fairhaven Wealth Management is an independent, privately owned investment and wealth management firm serving select families and 
small to mid-sized businesses. At Fairhaven, our commitment is simple – we exist to serve our clients…period. Our culture of service  
and accountability combined with prudent risk management and tax-efficiency are the cornerstones of our client commitment.  
www.fairhavenwealth.com

Click here.

https://www.youtube.com/watch?v=p6ydoEbhJ2Q&t=3s

