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Spending Confidently in Retirement

Reality Check
According to the U.S. Bureau of the Census, 75,858,000
births were registered between 1946 and 1964. Even assum-
ing some baby boomers are no longer with us, that still
means in less than ten years baby boomers will be reaching
traditional retirement age at the rate of about one every 
8 seconds or so over a 19-year period. But is retirement at 
age 65 still a reasonable goal for the vast majority of baby
boomers, let alone earlier retirement?

According to the 2003 Retirement Confidence Survey con-
ducted by the Employee Benefit Research Institute (EBRI),
less than 25% of those aged 40-59 have managed to save 
at least $100,000. Despite this, around two-thirds say they
are somewhat or very confident of having a comfortable
retirement.

Evidently, there are some indications of a disconnect
between perception and reality when it comes to retire-
ment spending needs and how best to fund them. It
shouldn’t be too surprising, then, that nearly two-thirds 
of the respondents to the EBRI survey say they have never
tried to calculate how much they need to save for retire-
ment. In fact, only about half of workers age 45 or older
say they have given “a lot” of thought to their retirement
planning needs and only about 37% of boomers have
actually tried to sit down and calculate how much they
need to save.

What about the multi-trillion dollar intergenerational
wealth transfer that was talked so much about in the
1990s? So far, it’s yet to materialize. According to the
AARP, of those baby boomers who had received an 
inheritance by the end of 2001, the median was just 
under $48,000 (95% of all such bequests were $100,000 
or less). What’s more, those that do tend to receive signifi-
cant inheritances are generally better off to begin with,
with almost two-thirds of all inheritances going to families 
with a net worth of more than $140,000. The vast majority
of baby boomers should not be counting on a future
inheritance windfall to bail them out. With defined 
benefit pensions on the wane and doubts about the future
viability of Social Security, most of us will need to rely 
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primarily on our ability to save and invest if we hope to
maintain our desired lifestyles throughout retirement.

The Goal
Ultimately, financial planning is not about rates of return,
standard deviation, future and net present values, picking
the right stocks or adhering to Modern Portfolio Theory –
these are simply some of the tools we use as part of the
process. Financial planning is about securing peace of
mind and achieving hopes and dreams. Nowhere is peace
of mind more important than in planning for a comfort-
able retirement, one in which we can spend reasonably,
with confidence.

Accumulation Phase vs. Distribution Phase
When it comes to retirement planning, the bottom line is
this: you are either in saving mode or you are in spending
mode. Individuals who rely primarily on current wages to
maintain their standard of living and meet their ongoing
obligations, and do not as yet have a sufficient asset base
from which to independently fund ongoing cash flow
needs, are typically still primarily in their savings years
(capital accumulation phase) and, depending on time hori-
zon and risk preference, are generally more concerned with
growing their portfolios. Those who have achieved a large
enough portfolio to fund their lifestyle goals are generally
more concerned with portfolio preservation and current
income (capital distribution phase). Of course, both modes
could exist simultaneously to one degree or another,
depending on the goals in question. When it comes to the
goal of a comfortable retirement, however, the two phases
are generally distinct and mutually exclusive.

If the goal is a financially secure retirement then the plan-
ning process boils down to the question of cash flow. How
much cash do we need to meet our fixed obligations and
maintain our desired standard of living, and what are the
sources of that cash flow? During our working years, we
primarily sustain ourselves financially through earned
income. In retirement, if we hope to be financially inde-
pendent, we will likely rely heavily on what we’ve managed
to save and accumulate over the years, particularly our
financial portfolio. In order to plan properly, we need to
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know how big that retirement portfolio should be.
Achieving a sufficient portfolio from which to fund 
retirement involves three basic steps, in order:

1. Determine retirement spending needs.
2. Determine the amount of savings needed at the

beginning of retirement to fund number one above.
3. Determine how much must be saved and invested

during the pre-retirement capital accumulation 
phase to achieve number two above.

Step One: Determine Cash Flow Needs
While this paper focuses primarily on step number two,
following are some questions individuals might ponder 
in determining their retirement cash flow needs:

Key Questions:
■ How much will you spend in retirement?

Where do you expect to live?

Will you still have a mortgage or need to pay rent?

Will you pay for medical insurance?

What other essential fixed expenses will you have?

What about travel and entertainment expenses?

How will inflation impact your budget? 

How much tax will you pay? 
■ How long might you live? What about your spouse’s 

life expectancy?
■ Do you want to leave an estate to heirs and/or charities?
■ Will you have any other sources of income besides 

your portfolio?

Answering these questions will help determine the level 
of cash flows required for your desired retirement lifestyle.
While some planners suggest you will need seventy-five 
to eighty percent of your pre-retirement income in retire-
ment, adjusted for inflation, you might want to start with
the assumption that you will need as much income as 
you did before retirement, less whatever amount you had
previously earmarked for retirement savings during your
accumulation phase. The reason for this is that while some
expenses may disappear (e.g., mortgage, commuting costs,
cost of raising children, etc.), others may take their place
(e.g., increased travel and entertainment, health insurance
and medical costs, gifts to the grandkids, etc.).

Step Two: Determine Required Asset Base 
This is the focus of our paper. How much you can com-
fortably spend in retirement depends heavily on the size 
of your financial asset base. A hypothetical example 
illustrates the dynamics involved:

Hypothetical Example
In order to enjoy his dream of a comfortable and reward-
ing retirement, Frank has determined he will need $80,000
pre-tax in his first year of retirement.1 Frank figures he will
need to generate that cash flow each year for thirty years,
adjusted for expected inflation of 2.5% per year. Frank
indicates he is not concerned with leaving anything for his
estate, and says he wouldn’t even mind if the “last check
bounced.” (Note — If Frank wanted to leave a certain
bequest amount, his accumulation need and/or spending
level would need to be adjusted accordingly, all else being
equal.) Frank’s only other source of income when he
retires is $20,000 from Social Security, so his portfolio 
will have to provide the remaining $60,000 first-year cash
need. Frank is 65, has accumulated a financial portfolio 
of $1,000,000, and wants to retire right now. It may be a
little late to ask the question, but can Frank retire with
confidence?

Data Assumptions:
• Beginning portfolio value $1,000,000
• Beginning portfolio cash outflow $60,000, grown 

2.5% annually for inflation
• Time horizon: 30 years
• Moderate portfolio asset allocation in retirement:

60% stocks (30% US large-cap, 15% US mid/small-
cap, 15% international), 30% bonds, 10% cash,
rebalanced annually

• Expected compound average annual portfolio 
return (for linear projection): 6.8% 

• Expected arithmetic average annual portfolio 
return (for Monte Carlo analysis): 8.1%

• Expected portfolio standard deviation of return 
(for Monte Carlo analysis): 12.2% 

• Desired ending portfolio value (for Monte Carlo
analysis): ≥ $0 

• Desired confidence level of achieving ending 
portfolio value: ≈ 90% probability

1 Retirement income needs are assumed pre-tax under the assumption that Frank’s goal is to replace a desired multiple of pre-retirement income
sufficient to maintain all lifestyle expenses, including taxes. This is a reasonably conservative assumption insofar as taxable investments subject
to long-term capital gain rates are used for retirement cash flows to any significant extent, compared to withdrawals from tax-deferred accounts
which are taxed at the ordinary income tax rates.



Traditional Linear Projection
The traditional linear (compound average annual return)
approach calculates that Frank is fairly close to his goal 
of having the “last check bounce.” His beginning annual
portfolio cash requirement of $60,000 will have grown to
approximately $123,000 in 30 years to account for expect-
ed inflation. Meanwhile, his portfolio projection shows
roughly $82,000 left after 30 years. On the surface this
might indicate Frank is okay, given his objectives. But this
might be cutting it too close, even for someone like Frank.
Especially since we know that investment performance is
volatile in the real world and long-term “average” portfolio
returns don’t occur evenly from one year to the next. Is
there a better way to model Frank’s probability of success? 

Probability Analysis Using Monte Carlo
We’re not talking about a trip to Monaco here. A Monte
Carlo analysis incorporates the variability (standard 
deviation) of the arithmetic average annual return under
numerous different simulations (e.g., sometimes stocks 
go up and bonds go down, sometimes bonds go up and
stocks go down, etc.) and computes a probability of suc-
cess, based on the parameters used. Why not just use a
long-term historical average annual rate of return and
project future growth that way, as many do? Such a simpli-
fied approach would have resulted in some disappoint-
ment if your retirement commenced at the end of 1962 —
from December 1962 through the end of 1981 the com-
pounded average annual return for the large-cap U.S. stock
index was about 6.75% (most of that from dividends, as
the 1973-74 bear market helped keep the “average” rate of
appreciation close to flat for the whole period). The total
return for the intermediate government bond index aver-
aged about 5.2% during the same period. So, a mix of 60%
of the equity index and 40% of the bond index would have
resulted in an annual compounded average of about 6.1%.
At the same time, compound inflation averaged about
5.9% per year, leaving next to zero growth for the whole
period. On the other hand, if you had retired at the end 
of 1981, you would have been pleasantly surprised, at least
through 1999 — the compounded average annual return
for large-cap stocks during this period was a little over
17% while intermediate government bonds averaged a 
little over 9.8%. A 60/40 split would have resulted in an
annual average of a little less than 14.25%. During this
same period inflation averaged only 3.6%, which would

have resulted in a real average rate of return of about
10.65% per year. That would have been either one heck of
an average “cost of living” increase in retirement spending,
or a nice bequest for your heirs. Then again, we all know
what happened from 2000 through 2002.

Nobody can predict perfectly what will happen next. While
the future remains fundamentally unknowable, we can sig-
nificantly increase our chances of success by taking poten-
tial volatility into account rather than assuming a simple
average annual rate of return. We further enhance our
chances of success by incorporating reasonable forward-
looking, long-term capital market expectations, based on
both historical research and current market realities. This
is, in fact, how most institutions approach the dilemma of
matching the potential growth of their assets to their pro-
jected future liabilities. We believe individual investors
deserve a no less robust approach when it comes to plan-
ning for their own personal financial future.

So, what happens when Frank’s plan is put to the Monte
Carlo test? After running 5,000 simulations, the probability
of Frank achieving success is only 50%, far below his
desired 90% confidence level. Frank doesn’t need a 100%
confidence level to proceed, but a confidence level of only
50% is unacceptable to him. Frank recognizes the need to
take action and is willing to be flexible. What can Frank do
to increase his chances of success? There are three funda-
mental possibilities, any or all of which Frank might con-
sider to one degree or another: 1.Reduce spending, 2. Save
more, 3. Increase potential return by taking on more risk.

1. Reduce spending – Spending less in retirement is one
way to get there. How does reducing portfolio cash out-
flows in retirement impact the probability of success?

2. Save more – Another possibility is to save more (which
usually means spending less prior to retirement). Since
Frank is ready to retire, in his case saving more means
working longer. Working longer would also have the addi-
tional benefit of shortening the retirement time horizon
during which the portfolio would need to sustain cash
outflows. Another option would be to work part time in
order to supplement other (non-portfolio) income. In
fact, working part time at something enjoyable may be 

Beginning Cash Flow Confidence Level

$60,000 50%

$50,000 71%

$40,000 89%

$30,000 98%
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expectations for increased return come expectations for
increased risk (volatility). While a more aggre-ssive asset
mix might increase the chances for successful capital 
accumulation and be completely appropriate for younger
investors with long time horizons until retirement, here we
are measuring the probability of the portfolio successfully
supporting increasing cash outflows under volatility.
Furthermore, an overly aggressive allocation could be
problematic for most retirees given the stress of maintain-
ing such a long-term discipline during shorter-term 
periods of significant market adversity.

The choice between spending less, working longer, or
changing asset allocation is not necessarily a mutually
exclusive one. Depending on individual situations 
and circumstances, a combination of one or more 
adjustments could be appropriate.

Fixed Percentage Guideline
Is there any general rule of thumb we can draw from the
lesson of Frank’s hypothetical example? Note that Frank’s
level of confidence (that he won’t run out of money over
30 years) approaches 90% when his first-year retirement
portfolio cash outflows are roughly equal to four percent
of his portfolio’s value (i.e., a $40,000 cash flow from 
assets of $1,000,000 or a $60,000 cash flow from assets 
of $1,500,000).

Another way of expressing the first-year percentage guide-
line is to translate a 90% confidence level into actual dollars
needed. Using forward-looking return expectations and
historical correlation and volatility data, and taking a range
of probabilities into account, the table below represents
what you may need to save for $1,000 of monthly income
in retirement. For example, a “moderate” investor who
wants to withdraw $1,000 per month in the first year of
retirement, and have a high level of confidence that amount
can be maintained for inflation over 30 years, would need
to begin with a minimum of $300,000 ($1,000 per month
times 12 = $12,000/$300,000 = 4%).

As the table below illustrates, the first-year “4% Guideline”
works fairly well for conservative to moderate investors
with a 30-year time horizon, but could range from approx-
imately 3% to over 5% depending on varying risk tolerances
and time horizons. There is no one magic number, as

Asset Mix
(stocks/bonds/cash)

Confidence Level

20/55/25 Conservative 5%

40/45/15 Moderately Conservative 36%

60/30/10 Moderate 50%

80/15/5 Moderately Aggressive 56%

95/0/5 Aggressive 58%

a particularly attractive option for many retirees — such
activity not only generates additional income, but can
also provide intellectual stimulation, social interaction,
and a sense of continued productiveness.

Here, we want to isolate the impact of a larger portfolio
for illustration purposes, so we will keep the time horizon
and sources of other income constant. What impact would
an increased asset base have on the confidence level?

3. Increase potential return – The last option is to
change the retirement portfolio asset allocation for
potentially greater expected return:

Observations
Based on the Monte Carlo simulations performed, we see
that of the three options above, spending less has the
greatest impact on success in terms of incremental change
(most “bang for the buck”). Increasing the asset base will
also raise the confidence level, though with less incremen-
tal impact per dollar saved. Moreover, assuming Frank is
looking for a 90% confidence level, it is not practical to
expect another $500,000 could be saved in any reasonable
timeframe, given his age and desire to retire immediately.
However, if he postponed his retirement by five years (and,
thus, postponed cash outflows from the portfolio during
that time), and was able to save an additional $20,000 per
year during that timeframe, he could raise his confidence
level for the remaining 25 years to approximately 90% 
(or better, considering potentially increased Social Security
benefits).

Increasing exposure to riskier assets has the least potential
impact on confidence level per unit of incremental change.
This may seem counter-intuitive, but remember that with

Beginning Portfolio Confidence Level

$1,000,000 50%

$1,200,000 71%

$1,500,000 89%

$2,000,000 98%
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of maintaining desired spending levels is consistent, the
“Moderate” investor would have a higher potential to 
end up with a larger portfolio at the end of the day.

What’s Wrong With a Fixed Percentage Guideline?
General guidelines are helpful in the planning process 
but we need to understand that experience doesn’t always
go according to plan. Inflation may be more or less than
expected, tax laws are subject to change, markets fluctuate,
etc. Retirement planning, as with all personal financial
planning, is not a one-time event, but an ongoing process.
We need to adjust and revise as we go along in order to
account for actual experience. The bear market of 2000-
2002 is a compelling example of how even the best laid
long-term plans could go awry in the short run. Even
though a moderate portfolio fared reasonably well during
2000-2002, if an individual who retired at the beginning 
of 2000 with such a portfolio and a thirty-year time hori-
zon had stuck with the “4% Guideline” in the first year 
of retirement and grew that amount for inflation over the
next two years, the initial approximately 90% confidence
level would have dropped to approximately 60% for the
remaining 27 years by the end of the third year.

Increasing Confidence
The Four Percent Solution
While having a 90% confidence level based on probability
analysis is a good starting point, adhering to your plan 
in a declining market can be difficult in practice. To address
the problems associated with withdrawing a growing
amount from the portfolio during adverse market periods,
individuals could adjust their retirement cash flow require-
ments annually to reflect actual portfolio performance.
At the outset, individuals could separate retirement cash
flow requirements into two categories: essential and discre-
tionary. The essential component would be the amount
needed to maintain basic living requirements (housing,
food, utilities, transportation, insurance, etc.) and the dis-
cretionary portion would be an extra amount for additional
quality of life expenditures (travel, restaurants, entertain-
ment, etc.). During years when the portfolio underperforms
expectations, spending could be adjusted accordingly. For
example, while the 2000-2002 bear market might have
resulted in a drop in confidence level for the remaining
period from approximately 90% to approximately 60% if
the pre-planned withdrawals were rigidly adhered to, with-

individuals will have different goals and objectives (e.g.,
some may be loathe to touch principal and seek to live
from interest and dividends while others may be willing to
take more risk and use a total return approach; some may
seek to leave a substantial estate for family and/or charity
while others wouldn’t mind having the last check bounce;
etc.). But, a first-year fixed percentage guideline is a good
starting point for planning on how much you should have
accumulated at the point of retirement.

What You May Need for Each $1,000 of Monthly 
Income for Approximately 90% Confidence Level

Source: Schwab Center for Investment Research®, a division of Charles Schwab & Co., Inc.
The amounts shown in the table above represent the initial investment needed to potentially
obtain such income throughout the retirement period with a residual amount remaining at
an approximate 90% confidence level (+/- 2%). Initial investment amounts may be the 
same or higher for potentially riskier portfolios in the various retirement time horizons due
to the expected increase in volatility, but such increased risk also carries higher potential for
upside wealth accumulation (in addition to the same high confidence level of maintaining
desired income found in less risky portfolios). The retirement goal per $1,000 of desired
monthly income is based on 5,000 Monte Carlo wealth scenarios using reasonably conserva-
tive capital market expectations (US large-cap 8%, US mid/small-cap 9.5%, international
8%, bonds 5%, and cash 3%). This illustration assumes monthly income is pre-tax and does
not include transaction fees that can significantly affect the amount you will need. Asset
allocations are as follows: Conservative: 15% large-cap, 5% international, 55% bonds, 25%
cash; Moderately Conservative: 20% large-cap, 10% mid/small-cap, 10% international, 45%
bonds, 15% cash; Moderate: 30% large-cap, 15% mid/small-cap, 15% international, 30%
bonds, 10% cash; Moderately Aggressive: 35% large-cap, 20% mid/small-cap, 25% interna-
tional, 15% bonds, 5% cash; Aggressive: 40% large-cap, 25% mid/small-cap, 30% interna-
tional, 5% cash. International investments are subject to additional risks such as currency
fluctuation, political instability and the potential for illiquid markets. Mid/small-cap invest-
ments are subject to greater volatility than those in other categories. Past performance is no
guarantee of future results.

Why Not Just Go “Conservative?”
Looking at the table above, it might seem strange that 
a “Moderate” investor with a 30-year time horizon has 
the same funding requirement as a “Conservative” or
“Moderately Conservative” investor ($300,000 for every
$1,000 in monthly income). If that were so, then why
would anyone take on more risk for the same probability
of success? It’s important to realize that the table illus-
trates funding requirements to maintain a certain level 
of portfolio cash flows for a certain level of confidence.
What the table doesn’t show is also important – the range
of potential wealth accumulation is greater for higher-risk
portfolios. In other words, although the confidence level 

Asset Allocation

Time in
Retirement

$220,000 $230,000     $240,000   $250,000    $270,000

$300,000 $300,000     $300,000   $330,000    $340,000

$370,000 $350,000     $360,000   $370,000    $410,000

20-Years

30-Years

40-Years

Conservative Moderately
Conservative

Moderate Moderately
Aggressive

Aggressive
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drawing only an essential portfolio cash flow requirement of
2% during those three years would have left the confidence
level for the remaining 27 years at approximately 70%. Such
a dynamic approach takes a little more work, but it makes
sense to stay as flexible as possible.

How Much Will a Decrease in 
Spending Increase Confidence?
As our analysis indicates, decreasing portfolio cash out-
flows will likely have the biggest incremental impact on
confidence level, all else being equal. Is there a general 
rule of thumb here? Let’s take another look at the cash
flow analysis for our hypothetical retiree, Frank, only 
this time we’ll express the cash flows as a percentage 
of his beginning retirement portfolio and add some 
additional increments:

The relationship between decreasing cash flows and
increasing confidence levels is not a linear one. However,
there is a range at which the relationship between cash
flows and confidence level is nearly linear – from approxi-
mately 40% through 90%. For example, assuming a port-
folio of $1 million, lowering spending from $50,000 to
$45,000 (.005 of the portfolio amount) would increase
confidence of success from about 70% to about 80%.
We can establish a general guideline to help estimate 
the potential impact on confidence for each incremental
change in cash flow. The following table illustrates this
approximate relationship:

Beginning Cash Flow             Confidence Level             % Change

6.0% 50% -

5.5% 61% 11%

5.0% 71% 10%

4.5% 81% 9%

4.0% 89% 8%

3.5% 95% 6%

3.0% 98% 3%

Approximate Increase in Confidence 
Per Each 0.5% Decrease in Spending

(within the 40%-90% confidence range)

20 percentage points

15 percentage points

10 percentage points

8 percentage points

5 percentage points

Conservative

Moderately Conservative

Moderate

Moderately Aggressive

Aggressive 

Asset Allocation

To use the table, multiply the beginning retirement 
portfolio value by 0.5% (.005) to determine the incre-
mental cash flow amount. A decrease in cash flow of this
amount (as a percentage of the beginning retirement 
portfolio) should increase the confidence level accordingly,
depending on the portfolio risk profile category. For exam-
ple, if the beginning portfolio amount for a moderate
investor is $300,000, then a decrease in annual cash flow
requirements of $1,500 ($125 per month) should increase
the confidence level by approximately 10 percentage points
for those who find themselves within the 40%-90% confi-
dence range. This relationship holds roughly true for time
horizons from 20 to 40 years. The guidelines in the table
above are approximations and the relationships may vary
at different points in the confidence range for different
time horizons. We’ve also used the lower ends of the 
various ranges to be conservative.

Other Ways to Increase Confidence
Individuals seeking a predictable source of cash flow dur-
ing retirement (in addition to Social Security, pensions,
etc.) with the security of an income stream that cannot 
be outlived, may wish to convert part of the fixed-income
portion of their retirement portfolios into an immediate
fixed annuity for life with a high-quality insurance compa-
ny. One disadvantage of a life annuity is the assets would
no longer be available for other uses, including estate
bequests.

An alternative approach might be to take a lesser amount
than would be required for a life annuity and purchase 
a period-certain fixed annuity that would create reliable 
cash flows for the first 10 years or so of retirement. Since
the long-term ability of the portfolio to generate needed
cash flows could be more severely impacted by an adverse
market in the early years of retirement, this could be a way
to add confidence during a period of greater vulnerability.

Another approach might be to take the present value of
10 years of essential cash flows and structure a laddered
portfolio of CDs and/or high quality bonds with the 
needed annual cash flow amounts maturing each year.
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Cash Flows and the Portfolio Rebalancing Process
However the �xed income portion of the portfolio is
structured, it makes sense to incorporate portfolio rebal-
ancing with cash �ow planning. For example, needed 
cash �ows could be withdrawn annually or every six
months and would come �rst from those assets that have
appreciated the most (or depreciated the least) with any
additional rebalancing coming after the cash �ow needs
have been met.

Step Three: Develop an Accumulation Strategy
In summary, retirement planning should begin with an
analysis of projected retirement cash �ow needs (both
essential and desired), adjusted for in�ation. Based on 
life expectancy, asset allocation, and how much you wish
to leave, if anything, at the end of your time horizon, a
Monte Carlo analysis can help determine the required
future portfolio needed at the beginning of retirement for
any desired level of con�dence. The �nal step is developing
a plan to meet the future retirement portfolio goal. This
involves running a separate analysis based on time horizon
until retirement, projected savings rate, and expected
return on investments. Here, any or all of the main factors
– time until retirement, savings rate, and portfolio alloca-
tion – could be adjusted, as appropriate, to facilitate 
the goal of accumulating su�cient assets for retirement.
Importantly, individuals should remember that the future
is always uncertain to one degree or another. Monte Carlo
analysis does not provide a magic black box solution 
to those uncertainties. But, by following a methodical,
well-ordered planning process that takes volatility and
probabilities into account, individuals should have a much
better idea of what they might expect with a reasonable
level of con�dence. Certainly, such planning is far better
than no planning at all i� nvestors hope to have the best
(or any) chance of achieving their future hopes and dreams.

Final Word
While we all want to enjoy the here and now, we also want
to have a secure retirement. So, we forgo a certain degree
of present grati�cation in order to set aside a portion 
of our current income toward our future security. Once
retirement is reached, the saving period is over. This can 
be a di�cult transition for those who have previously
relied on steady wages, and have been net savers all their
lives, but must now adjust to relying on their �nancial
asset base as a primary source of cash. The balancing act 

The information and content provided herein is general in nature and is for
informational purposes only. It is not intended, and should not be construed,
as a speci�c recommendation, or legal, tax, or investment advice, or a legal
opinion. Individuals should contact their own professional tax and invest-
ment advisors or other professionals to help answer questions about speci�c
situations or needs prior to taking any action based upon this information.
International investing may involve greater risk than U.S. investments due 
to currency �uctuations, unforeseen political and economic events, and
legal and regulatory structure in foreign countries. Such circumstances 
can potentially result in a loss of principal. Small-cap funds also are subject
to greater volatility than other asset categories.

Always obtain a prospectus for any fund you are interested 
in by calling Schwab                                 at 1-800-435-4000. Read the prospectus
carefully before investing or sending                                                          money. It contains more 
complete information about charges and expenses.

Schwab Center for Investment Research

The Schwab Center for Investment Research, a division of
Charles Schwab & Co., Inc., provides individual investors 
with professional-quality research and decision-making tools.
Schwab’s experts are widely published in respected business
and academic journals, and regularly cited by the media on
investing issues. Working closely with Schwab professionals
and clients, the Schwab Center for Investment Research delivers
objective, fact-based expertise in the key stages of the investing
process – �nancial planning, portfolio strategy, and invest-
ment selection – with services that include Schwab Equity
Ratings and the Mutual Fund OneSource Select List.® Free
from hype and focused only on what matters for investors,
Schwab’s insightful perspective on the economy and markets
and our practical advice for successful outcomes help Schwab
clients make better decisions.

at this point is between the desire to enjoy retirement and
the fear of running out of money prematurely. Prior to
retirement, the focus is on determining how much we can
and should save. The challenge in retirement is determin-
ing how much we can and should spend. Here we get to
the peace of mind issue that underlies all personal �nan-
cial planning. The portfolio is a tool to be used, not a
thing to be revered or feared. Ostensibly, most of us don’t
save and invest for decades, forgoing a degree of present
pleasures, for the goal of eventually leaving this earth with
a nice portfolio – we intend to use our investments. The
ability to spend with peace of mind in the early “good”
years of retirement is of particular importance. Actuarial
life expectancies are one thing, but the di�erence in quality
o� ife from 65-80 and 80-95 can be signi�cant for many.
By following a methodical and disciplined approach to
retirement planning, the end result should be an increased
probability of enjoying a comfortable and rewarding
retirement, one in which you are free to spend reasonably,
with con�dence

.
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