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Exploration Requires Planning...Resources...

Today, retiress are facing financial challenges as
A result of longer life expectancies and the concerm
of outliving their retirement savings. Traditional
aszet allocation models focus primarily on
accumulating retiremsnt savings but very few
models fecus on the unlque financial 1ssuss
concemning retirement income. Accurmalation
imwestimg vs. withdrawal investing creates the need
for a careful understanding of the difference
betwean the two and the need for prudent
withdrawal strategies coupled with proper asset
allocation strategies,

It i important for & retires Lo establish a
prudent withdrawel strategy which does nat
threaten ome's long term financlal security.
Primary concerns are: what amount of Income is
required, how long you will need the income, how
much will be left to heirs, what other sources of
income ane available other than from imestments,
and the expected rate of return that will be earmead
in the future,

A commaon mistake in estimating your expected
rate of return is forecasting a fixed rate of retwrn
per year based on a long-term historical average
rate of return. For instance, if the &P 500 Index
has averaged 12% per year since 1926, one might
logically presure that over the next 25 years the
average would continue to be roughly the same. In
reality, historical average returns have only &
probability of repeating thermselves, Our analysis
reveals the importance of understanding the
probability of achieving a rabe of return as it relates
to a particular asset class or allocation.

For example, between the years 1973 thru 1999
the average annual rate of return for the S5&P 500
etpualed 13,878, which would appear as though an
annual withdrawal of 6% increasing 3Vi% annuslly
would have been sustainable, However, because of
the actual annual sequence of returns, the original
retirernent savings would have depleted in 1991
and compaounded at 6.06%. (see graph)

Conmventional wisdom defines risk as & measure
of the ups and downs of an investrment or asset
class (known as volatility). However, this limited
view fails to consider the risk of premature
depletion of retirement savings. A more valid
definition of risk should identify and balance a
portfolio’s volatitity and probability of success (e,
it runming owt of money).

The graph demonstrates the difference between
average returms vs. actual returns and the impact on
retirermnment savings when income withdrawals ooour.
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*5& P 500 Composite Index 1973 thru 19949, All capical gains
and dividends reinvectad bafore tax. All withdrawals ane
made at beginning of year with a 3.5% annual withdrasal
increase. Past performance ts not a guarantes of future
results, Loss of principal may ooour,

“Buy & Hold Average Returns
do not equal Draw-Down
Average Returns...”

In general, historical asset allocation demaonstrates that
hitgher risk (valatility), normally assoclated with diversified
stipcks, provides a higher probability of success as
portfolio withdrawal rates and length of need increase; as
compared with low risk (Low volatility) such as US T-Bills,
s and Intermediate Term Government Bonds.

Our abjective 5 to analyze your individual clrcumstances
and to provide yau with a clearer understanding of your
protability of retirement success through analysis of
historical asset class retums when observed using rolling
period analysis. This method provides us with a historically
supported perspective of the probability of achiewing your
retirement goals.

Drwerall, Grwnrnmaent bandi, T- Bills, and Comilicstes of Deposit {CDs) represent a legal cbligation of the goremmant,
vaaning that inlerest and pringpal i generally paid evan in 8 weak sconomy. Fos the holder of Gaw't Beeds, T or T-bills,
tha loas of prisdipal could eoour, W In the extremely rare shustlon. the Biuing gevemment falied to recsgaire s debt
kil et g, Thits rroa ris That baenids, (09, and T:Bills are gervsrally bess risky fnsestmesl. thin siocks. 838 resull. ds 1o
tha boerar rigk Inwohved, bond rwiurns sne usually lowaer than siock retums. Rede that bonds ales faca marked risk. A&
recepden or imflation atfects the bond markets. Somatimes market foroes will couse inberest rates to rise; learving the
limvvmrtor halding & bond with s v lus maach lower than the fece walos, Althcasgh rtocks may prodiace returne that may be
lhigher than bonds, T-Bilkx, cr OOy, thers Iy an inharent vk of Investing in riocks which may recult in s loax of vekse and

iprincipal.
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Awareness...and a Guide

In summary, the factors that most influence your financial success are the follewing:

» Deposits & Withdrawals...your specific cash flow goals are
essential to developing a prudent and realistic retirement

income plan.

» ...or what you invest in should be carefully
optimized and your risk tolerance should be properly
understood.

» ot Return...perhaps the least understood

invesrment concept should be incorporated and accounted
for in order to understand its impact within your plan.

Al Tactors will vary with each individual imvestor. Therefore, future outcame is unpredictable and does not guarantes
SUCCEst,

Of these, you as the client are most able to control the deposits and withdrawals., Thus, it & important
that you communicate any change fn the cash flow strategy that you and your financial professional
have discussed.

Asget allocation is the factor that your financial professlonal will most be able to control. &n asset
allocation strategy will be provided for you that s based on a combination of your preferred level of risk
and the realistic probability of achieving your goals within that risk Level.

Finally, Sequence of Retumn is a factor that cannot be controdled by neither you nor your financial
professional. Howewer, this uncertainty can be dealt with using strategies that your financial
professional will oustom tadlor to your needs in an attempt to manage the probability of meeting your
income goals,

Financial
Professional

Market
Behavior

Client

SP0M6  BetxVest Techrolegies. inc.



ith
TO DO: :::::;1 .
e——————ET professional
‘ to go over

this process
before retiring!

The 5 Step Process

] sdniation = precentation

l

= education simulation

are gather data
il;:.ili Finder i -‘H-"S'- inpat my
J, T setablish goats 1 dana

Lash Flow

?h mmTi@ analyze inital 1
Simatation = .g.ﬂ‘. probabilities - o -."":"‘Fnﬂfdln

Y

Fecommend/ recommand
et T ovestmenty T S0 =D piergay

J

Periodic MEASUIE Fange
5' Favigw e of success

B GRNR Y iy Ty a P 8
S T e o e "o ‘g ]JJ ’, #j i
h‘l- L l" 4 - Ll 4 -r--:; 1‘,:
W o T L el
4t el fart 4 =y
it & 7y ,'i Y T

TG BataVas Techiolegies, BE.



