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The Psychological Side of Spending Your Retirement Savings

Many investors worry about outliving their savings. As a result, they sometimes
underestimate what they can comfortably spend in retirement.

For years, you’ve been saving and investing for retirement. But what happens when you
finally retire and it’s time to switch gears from saving to spending?

It turns out, many people are so focused on accumulating assets that they never
really think about actually withdrawing the money. In fact, recent studies show that
many retirees aren’t drawing down their
retirement portfolios, opting instead to live
on Social Security and required minimum
distributions (RMDs) so their portfolios

can continue to grow. This may lead

to unnecessary sacrifices in a retiree’s
standard of living. After almost two decades
in retirement, most current retirees still
have 80% of their pre-retirement savings
(according to research from BlackRock).

The problem with uncertainty

So why aren’t these retirees spending their nest eggs? Some may be spending as little
as possible to leave behind a larger sum for their loved ones or philanthropic pursuits.
But in many cases, it's because they aren’t sure how to determine a sustainable
withdrawal rate that accounts for their total lifespan. They worry about the “what ifs”
retirement may throw their way and want to be prepared. You may be able to relate.

This latter group understands that over the course of a long-term retirement, inflation can
erode savings. Portfolio returns can vary, and healthcare costs can quickly escalate. And
they may be concerned about outliving their savings. Only 25% of baby boomers believe
their savings will last throughout retirement, according to the Insured Retirement Institute.
By spending less and allowing their savings to potentially grow in the early years of
retirement, they hope to offset some of the uncertainty.

Collaborating with your financial advisor can help increase your confidence about having
enough money to live comfortably in retirement. Just like in your working years, you can
establish a just-in-case cash cushion or line of credit that helps put you at ease. And
having a sound distribution strategy in place — one that takes into account your income
sources, lifestyle, asset locations and tax situation — can help you enjoy the retirement
lifestyle you envisioned.

Withdrawing your money
When it comes to withdrawing your retirement savings, here are a few things to consider:

* Organize your expenses: Three typical categories include essential expenses
(food, housing, insurance), lifestyle expenses (vacations, hobbies) and unexpected
expenses (healthcare costs, auto repairs). Consider paying for your essential
expenses with guaranteed income sources such as Social Security or annuities.
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Indexes are unmanaged and
cannot be invested in directly. Past
results are not predictive of future
results. Individual results will vary.
The trailing returns shown include
dividends. See page four for index
definitions.
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Market Update

Through June 30, 2024

Trailing Returns

3 mos 12mos  5yrs 10 yrs

Blue Chip US Stocks

Dow Jones Industrial Average -1.27%

16.02% 10.33% 11.30%

Large Company US Stocks S&P 500

4.28% 2456% 15.05% 12.86%

Small Company US Stocks Russell 2000

-328%  1006% 694% 7.00%

Non-US Stocks

MSCI EAFE (Gross Div) 017%

1209% 6.98% 4.84%

US Bonds

Bloomberg US Aggregate 0.07% 263% 023% 1.35%

Cash Alternatives

ICE B of A3 Month US Tsy Bill 1.32% 540% 2.16% 1.51%

Economic Snapshot

Gross Domestic Product (GDP)
GDP growth is expected to continue to
moderate in Q3 and reaccelerate in Q4.

Housing and Construction

High mortgage rates and construction
costs have kept this sector in contraction
for several quarters. The low supply of
homes has kept prices somewhat stable.
Anticipated rate cuts in 2024 might
provide additional relief.

Monetary Policy

The Fed is likely to keep rates at current
levels for several more months before
starting to lower them, as the fight
against inflation is not over.

Manufacturing

The ISM Manufacturing Index briefly
entered expansion territory for the first
time since 2022 but quickly returned to
contraction. The sector should start to
recover in the second half of the year as
the Fed starts to ease rates.

Employment

The labor market has been cooling. We
expect it to weaken further in 2024, but
remain positive.

Inflation

Inflation has remained sticky, but is
likely to continue its downward trend as
economic activity weakens and may fall
below 3% by year end.

Investment Strategy Quarterty: Published by Raymond James and Associates, July 2024. For a complete PDF copy of the
current issue of Investment Strategy Quarterly, click here or email newsletter@thecommco.com.

June Market Review

With 31 record highs since January and up more than 15% year to date, the S&P
500 is off to its best start to the year since 2019 and the best start to an election
year ever, driven by mega-cap tech stocks and Al tailwinds. Economic growth
has moderated — a good sign to those looking to trust recent, improving inflation
numbers. For fixed income, this has helped the Bloomberg U.S. Aggregate Bond

Index reclaim its year-to-date losses.

» The year started with expectations for three interest rate cuts, but higher than
expected inflation early in the year halted those hopes. The Fed once again chose
to hold rates steady in June and revised its projections to signal only one rate cut
this year. However, if inflation continues to cool, we may see two.

+ The global oil market remained in a tight trading range in June, with Ukraine’s
drone strikes against Russian oil infrastructure having only a modest effect on
supply and violence in the Middle East still a headline risk. On the demand side,
the International Energy Agency and OPEC released conflicting forecasts, with
OPEC calling for double the demand growth forecasted by the IEA.


https://thecommco.com/wp-content/uploads/2024/07/Investment-Strategy-Quarterly-July-2024-M24-530961.pdf

For additional asset
allocation and disclosure
information, please
click here or visit the
Resources section
of our website at

thecommeco.com

The investment profile is hypothetical,
and the asset allocations are
presented only as examples and are
not intended as investment advice.
Asset allocation and diversification

do not assure a profit or protect
against loss. Investing involves risk
and investors may incur a profit or a
loss, including the loss of all principal.
International investing involves special
risks, including currency fluctuations,
differing financial accounting
standards, and possible political and
economic volatility. Investing in small-
and mid-cap stocks generally involves
greater risks, and therefore may not
be appropriate for every investor.
There is an inverse relationship
between interest rate movements

and fixed income prices. Generally,
when interest rates rise, fixed income
prices fall and when interest rates fall,
fixed income prices generally rise.
High-yield bonds are not suitable for
all investors. When appropriate, these
bonds should only comprise a modest
portion of your portfolio. Commodities
and currencies are generally
considered speculative because of
the significant potential for investment
loss. They are volatile investments
and should only form a small part of

a diversified portfolio. Real estate
investments can be subject to different
and greater risks than more diversified
investments. Declines in the value

of real estate, economic conditions,
property taxes, tax laws and

interest rates all present potential risks
to real estate investments.

Strategic Asset Allocation Models

As of July 2024
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Equity

Equity allocation comprises:

Conservative

30%

Moderate

48%

Balanced

63%

Growth

77%

Aggressive

98%

Market Equity

Fixed Income

68%

Fixed income allocation comprises:

50%

35%

21%

U.S. Large Cap Blend 20% 22% 27% 32% 45%
oS, Large Cap 0% 3% 5% 7% 8%
U.S. Large Cap Value 0% 3% 5% 7% 8%
U.S. Mid Cap Equity 4% 7% 9% 1% 13%
U.S. Small Cap Equity 1% 3% 5% 7% 8%
Moot Eaur Ped | 5% 10% 8% 9% 1%
Non-U.S. Emerging 0% 0% 4% 4% 5%

Investment Grade

Income

Alternative
Investments

Cash & Cash
Alternatives

Totals

0%

2%

100%

0%

2%

100%

0%

2%

100%

0%

2%

100%

Intermediate Maturity 58% 41% 31% 21% 0%
pesmertGrace | g9 | 0% | 0% | 0% | 0%
Non-Investment

Grade (High Yield) 7% 6% 4% 0% 0%
non-u.S. Fixed 3% 3% 0% 0% 0%
Multi-Sector Fixed 0% 0% 0% 0% 0%

0%

2%

100%

These asset allocation targets are based on our changing views of the risk and return in the various asset
classes, looking out over three or more years. The models assume fully allocated portfolios and do not

take into account outside assets, additional cash reserves held independent of these models, or any actual

investor’s unique circumstances. Investors should consult their financial advisor to decide how these
models might assist in the development of their individual portfolios. Material is provided for informational

purposes only and does not constitute a recommendation.
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Index definitions: The S&P 500 is an
unmanaged index of 500 widely held
stocks that is generally considered
representative of the U.S. stock
market. The Dow Jones Industrial
Average (DJIA), commonly known as
“The Dow” is an index representing
30 stock of companies maintained
and reviewed by the editors of

the Wall Street Journal. The

Russell 2000 Index measures the
performance of the 2,000 smallest
companies in the Russell 3000 Index,
which represent approximately 8%
of the total market capitalization of
the Russell 3000 Index. The MSCI
EAFE (Europe, Australasia, and Far
East) is a free float-adjusted market
capitalization index that is designed
to measure developed market
equity performance, excluding the
United States & Canada. The EAFE
consists of the country indices of 22
developed nations. The Barclays
US Aggregate Bond Index is a
broad-based flagship benchmark
that measures the investment grade,
US dollar-denominated, fixed-rate
taxable bond market. The ICE
BofAML 3-Month US Treasury Bill
index consists of a single issue that
is purchased at the beginning of the
month and held for a full month. At
month’s end, that issue is sold and
rolled into a newly selected issue,
which is the outstanding Treasury
Bill that matures closest to, but not
beyond, three months from the
rebalancing date. The selected issue
must have settled on or before the
month-end rebalancing date. Past
performance may not be indicative
of future results. An investment
cannot be made in these indexes.
The performance mentioned does
not include fees and charges, which
would reduce an investor’s returns.

Source: Broadridge Investor
Communication Solutions, Inc.
Copyright 2024.The information
has been obtained from sources
considered to be reliable, but

we do not guarantee that the
foregoing material is accurate

or complete. Expressions of
opinion are as of this date and are
subject to change without notice.
Commerce Concepts is a quarterly
publication produced by the team
at The Commerce Company. The
opinions, commentary and topics
are those of the professionals of
The Commerce Company and

not of Raymond James Financial
Services, Inc. or Raymond James
& Associates. Registration does not
imply endorsement. If you have any
questions call Jed Schlanger, Branch
Manager, at (503) 203-8585.
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Use growth or income investments to pay for lifestyle expenses, and maintain a

cash reserve for any unexpected costs that might occur.
* Be flexible. For instance, a downturn in the market is a good time to tighten

the reins on your spending. But if you experience some unexpected investment

gains, the timing might be right for that dream vacation.

There’s little doubt your income needs will fluctuate during retirement. The
early years may be filled with travel and other big-ticket items that require

more substantial withdrawals. As time goes on, you'll likely travel less, but your
healthcare expenses may increase. Studies show that spending tends to decline
in the later years of retirement, most likely the result of less travel and similar
pursuits. People ages 55 to 64 spend on average $60,076 per year, while people
ages 65 and over spend $45,221, according to the Bureau of Labor Statistics.

Building in flexibility allows you to go with the flow. Just be sure to regularly touch
base with your advisor so your budget can stay on track.

Review your plan. Work with your advisor to develop and review your
retirement income and distribution strategies. You can run hypothetical
simulations based on different withdrawal rates, how many years you will live in
retirement or any other contingencies, which will allow you to develop a better
idea of how much you can comfortably and confidently spend in retirement to
help achieve your goals.

Everyone’s retirement situation is different. You may have encountered some
unexpected circumstances, such as a layoff or forced retirement that occurred
earlier than you planned, and you weren’t able to save as much as you hoped. On
the other hand, leaving a legacy may be your primary goal. Whatever the case may
be, establishing a withdrawal strategy that’s right for you — while also keeping your
emotions in check — is often a good plan of action.



