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Successful Retirement = Preparation

▪ Understanding Your Target Retirement Income

▪ Asset Allocation

▪ Withdrawal Risk

▪ Inflation

▪ Rising Medical and Long-Term Care Costs

▪ Running out of money
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Understanding the 4% withdrawal Rule

The Trinity University study (one of the most widely-cited papers in retirement planning) 
aims to cut through all of that complexity and boil down drawdown strategies down to a 
single number. If an investor withdraws a fixed percentage of their assets annually for 
retirement expenses, what is the likelihood that they will outlive their savings?

Withdrawal Rate 100/0 75/25 50/50 25/75 0/100

3% 100% 100% 100% 100% 84%

4% 98% 100% 96% 80% 35%

5% 80% 82% 67% 31% 22%

6% 62% 60% 51% 22% 11%

7% 55% 45% 22% 7% 2%

8% 44% 35% 9% 0% 0%

The 4% withdrawal rate and a 50/50 or 75/25 portfolio gives excellent portfolio success 
rates:

You need to have significant stock exposure during retirement

Most investors assume that in retirement, you need to become extra conservative in your investments to avoid big 

market losses. It turns out that the opposite is true. According to the results of this study, a 50/50 portfolio would 

be the minimum stock allocation to maintain a high portfolio success rate using a 4% withdrawal rate. A 75/25 

portfolio could potentially have a higher portfolio success rate and end of retirement portfolio value. A 100% bond 

portfolio fails more than half the time using the 4% withdrawal rule.



L FUNDS ALLOCATION COMPARISON
L Income

L 2050L 2045

L 2030L 2025 L 2035 L 2040

L 2055 L 2060 L 2065



LOSS OF PURCHASING POWER: 
WHAT HAPPENS WHEN YOU START 

SPENDING?
Example: At the beginning of 1993, retirees Bill, Jack and Mary each have $10,000 in the 

TSP. They each invest in one fund: Bill in G, Jack in F and Mary in C. They annually withdraw 

enough to buy 2000 first class stamps (after paying taxes of 30%). 

Note: This is for illustration purposes only. Past performance is no guarantee of future 
performance. All investments involve the risk of loss. The data assumes reinvestment of all income. 
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Avoid Selling Low

TSP --- $500,000 x 4% = $20,000

C       S       I      F       G
-$4000     -$4000       -$4000   -$4000     -$4000

Forced to sell LOW!!



TSP Fund - 2

Year G Fund F Fund C Fund S Fund I Fund

2022 2.98% -12.83% -18.13% -26.26% -13.94%

2018 2.91% 0.15% -4.41% -9.26% -13.43%

2008 3.75% 5.45% -36.99% -38.32% -42.43%

2002 5.00% 10.27% -22.05% -18.14% -15.98%

2001 5.39% 8.61% -11.94%

2000 6.42% 11.67% -9.14%



3.5
%
Despite strong index 
returns over time, 
the “average 
investor” has 
underperformed a 
basic, indexed 60/40 
portfolio by 3.5% 
annualized. 

about:blank


See what marginal tax bracket you fall into: Your Line 15: $183,000 ~ So, what 

marginal rate are you in now? 

How many of you think you will be in a lower tax bracket when you retire? 

-



WHERE do you think taxes will be in your future?
Your opinion matters



Which RMD to use?

NO RMD’s for ROTH TSP/401(k)

Age Individuals impacted Effective Year

Age 72 (or 70 1⁄2) Born 1950 or earlier -

Age 73 Born 1951 – 1959 2023

Age 75 Born 1960 or later 2033



RMDS

INCREA

SE…

Assumes 5% annual return and starting value of $500,000

NOTE:

The age for withdrawing from retirement accounts was increased in 2020 to 72 from 70.5. (Note that the 

SECURE 2.0 Act will raise the age for RMDs to 73 for those who turn 72 in 2023.) Therefore, your first RMD 

must be taken by April 1 of the year after which you turn 72 (73 in 2023). After that your RMDs must be 

taken by December 31 of each year.

AGE 70 ½…72…73



RMD

TSP IRA IRA

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

X 4%

$4,000

X 4%

$4,000

X 4%

$4,000

-



RMD

TSP IRA IRA

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

X 4%

$12,000

-



RMD

  

TSP IRA IRA

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

X 4%

$4,000

X 4%

$12,000

-



LONGEVITY 
Since 1900 the global average life expectancy has more than doubled

In every country the life expectancy of women is higher than the life expectancy of men



Rising Medical and Long-Term Care Costs

 $225 a day or $6,844 per month for a semi-private room 
in a nursing home

 $253 a day or $7,698 per month for a private room in 
a nursing home

 $119 a day or $3,628 per month for care in an assisted 
living facility (for a one-bedroom unit)

 $20.50 an hour for a health aide
 $20 an hour for homemaker services
 $68 per day for services in an adult day health care center

National average costs of long-term care:

The cost of long-term care depends on the type and duration of care 
you need, the provider you use, and where you live.

Source: http://longtermcare.gov/costs-how-to-pay/costs-of-care/ 



How Will You Pay for  Long-Term Care?

▪ Pay out-of-pocket - Self Insure

▪ Rely on government programs such 
as Medicare or Medicaid

▪ Buy long-term care insurance

▪ Life Insurance with LTC Rider



Pros and Cons to Long Term Care Insurance

▪ Premiums are not fixed

▪ Underfunded policies

▪ If you never use it you lose it

▪ Healthcare inflation rate 5.3%



Select LTC rate change fillings with renewal business effective dates in H1 

State Filer Calculated 
premium change 

($M)

Written 
premium 

($M)

Approved 
rate change 

(%)*

Number of 
policyholders 

affected

Renewal business 
effective date

VA Genworth Life Insurance Co. 1 9.7 26.9 36.1 10,228 04/21/22

OH Genworth Life Insurance Co. 9.7 14.8 65.4 6,713 03/31/22

PA John Hancock Life Insurance Co. USA 7.5 12.7 59.1 4,760 05/09/22

TN Genworth Life Insurance Co. 5.5 9.2 59.5 4,431 04/27/22

KY Genworth Life Insurance Co. 5.1 12.7 39.9 4,617 03/31/22

IA Ability Insurance Co. 1,2 5.0 10.6 47.4 2,612 02/18/22

NE Mutual of Omaha Insurance Co. 1 4.9 4.6 107.1 2,383 01/01/22

AL Genworth Life Insurance Co. 4.7 31.0 15.0 8,321 03/14/22

TX Allianz Life Insurance Co. Of North America 4.6 7.5 62.2 2,821 01/29/22

NE Ability Insurance Co. 2 4.6 8.1 56.7 2,024 01/13/22

Date compiled Aug 4, 2022
LTC = long-term care
Information collected on a best-effort basis. Rate filling information is sourced from the System for Electronic Rate and Form Filling documents. 
Reflects individual long-term care rate filings for Type of Insurance LTC02I, LTC031, LTC041 and LTC051 with renewal business effective dates between Jan. 1 and June 30, 
2022. Excludes pending, disapproved and withdrawn fillings; fillings where rate change was zero; fillings where data on the premium impacted was unavailable; fillings where 
the disposition table was unavailable, notably in the state of Florida.
Written premium, calculated premium change, approved rate change and number of policyholders affected are based on disposition section of rate fillings. Approved rate change 
reflects the calculated premium change divided by written premium. 
Top 10 fillings shown are based on calculated premium change.
*Approved rate change shown may be the ultimate increase as some states cap the amount an insurer can raise rates in a given year.
1 Adjustments made to values shown due discrepancies between disposition table and correspondence from the state insurance regulators within the filling.
2 Include LTC premium changes for policies of medico Insurance Co. that have been novated over to Ability Insurance Co. 
Source: S&P Global Market Intelligence 



PERFECT STORM
Dealing with Finances After the Death of a Spouse

SPOUSE A

Pension $45,000

Social Security $35,000

TSP Withdrawal $25,000
($625,000 x 4%)

TOTAL INCOME $100,000

SPOUSE A DIES PLUS LONG TERM
CARE EVENT

Pension $22,500

Social Security TBD* 
(*lesser of the two spouses ss)

TSP Withdrawal $0

TOTAL INCOME $22,500

SPOUSE A DIES

Pension $22,500

Social Security TBD* 
(*lesser of the two spouses ss)

TSP Withdrawal $25,000
($625,000 x 4%)

TOTAL INCOME $47,500 (plus 
SS)

Scenario 1 Scenario 2



Thank you for your time today.  Kindly fill out our feedback survey:

https://www.surveymonkey.com/r/DCSOFASURVEY
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