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Exploration Requires Planning...Resources...

Taday, retirees are facing financial challénges as
a result of longer Life expectancies and the concem
of outliving their retirement savings. Traditional
asset allocation models focus primarily on
accumulating retirerment savings but very few
models fecus on the unique financial 1ssues
concerning retirement incomee. Accumalation
investing vs. withdrawal inwesting creates the need
for a careful understanding of the difference
between the two and the need for prudent
withdrawal strategies coupled with proper asset
allocation strategies,

It &8 important for & retires o establish
prudent withdrawel strategy which does nat
threaten ane'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 are available other than from imestments,
and the expected rate of return that will be eamed
in the future,

A commaon mistake in estimating your expected
rabe 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 13% per year since 1728, ane might
logically presurme 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 themselves, Our analysis
reveals the importance of understanding the
probability of achieving a rate 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 5&P S00
equaled 13,875, which would appear as though an
annual withdrawal of &% increasing 1%% annually
would have been sustainable, However, because of
the actual annual sequence af neturnd, the original
retirerment savings would have deplsted in 1%
and compounded at 6.06%. (see graph)

Comventional wisdom defines risk 25 & measure
af the ups and downs of an irmestment or asset
class (known as volatility). However, this limited
wiews fails to consider the risk of premature
depletion of retirement savings. A more valid
definition of risk showld identify and balance a
portfolio’s volatility and probabitity of success (i.e.,
niot running owt of money).

The graph demanstrates the difference between
average returms vi. actual returns and the impact on
retirerment savings when income withdrawals ocour.

RRE- S

R e -

[ RN

1,00 e

r o - gfF gt G
G LI o L

Craw-Domn Resulisfe.06% [ Buy & Hold Resuks/13.67%

*5&P 500 Composite Index 1973 thru 1999, All capital gairs
and dividends reinvested before tax. All withdrawals ane
macde at beginning of year with a 3.5% annual withdrawal
increase. Past performance ts not a guarantes of futune
results, Loss of principal may ocour,

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

In general, historical assel allocation demaonstrabes that
hitgher rsk (valatilityy, normally essoclated with diversified
stocks, provides a higher probability of success as
portfolio withdrawal rates and length of need increase; as
compared with low rsk {low volatility) such as US T-Bills,
C0's and Intermediate Term Government Bonds.

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

Drearall, Gevemmaent bandi, T- Bills, and Conificates of DeposiL |CDx) reprasent a legal sbligation of the govemment,
eaaning that inlerest and prindpal i generally paid evan In 8 weak economy. Fod thi holder of Gaw™ Beeds, T04 or T-bills,
the loas of pricedgal coubd ooour, | In che extremehy rare shustion. the Baulng gevemment faled 1o recgnire s debr
ohilgathons. This means thet bonds, 004, and T.8ills are genarally biss risky fnvestmesl. than siocks. A3 8 result. des 10
tha lower risk Inwelved, bond rwiurns sne usuaslly lowsr than siock retums. Bede that bonds also faca marked risk. A&
recesdon or inflation stfects the bond markets. Somatimes market farces will couse imberest rates 1o rise, leaving the
ivwngtor halding & bond with s v lue masch |ower than the face valos, Klithoagh stocks may prociace returns that mey be
hhighser than bonds, T-Bllly, cr COw, thers by an inherent sk of |nverting in riochy which may result in s losx of vebkse and

principal.
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Awareness...and a Guide

In summary, the factors that mast influence your financial success are the following:

» 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.

» ...perhaps the least understood

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

AlL factors will vary with each individual irvestor. Therefore, future outcome is unpredictable and does not guarantee
SUCCEsS,

OF these, you as the client are most able to controd the deposits and withdrawals. Thus, it i important
that you communicate any change in the cash flow strategy that wou and your financial professional
have discussed,

Aszet allocation s the factor that your financial professional will most be able to contral. An asset
allocation strategy will be provided for you that &5 based on a combination of your preferred level of risk
and the realistic probability of achieving your goals within that risk level,

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

Financial
Professional

Behavior

Client

EF006 BetxVesi Techrolegies. Inc.



4.

5.

N

#?eez‘ et h v
Financial
—-:.."—*-—« E professional
Zo 5:: ovel

Z2hns pProcess
4‘5&1’? ofe J‘Efﬁ i, n‘fj .'r

S

The 5 ST ep FProcess

~7
=3

Tt S R AT P

[. edecmbion

|

. gather data

- ., s T
\L T estadiisd geals .-7' da

fash Flas

tifociedion e A
i } x _...-:-q.ﬁ,.-.z- A i
E i G e —,.:J' e —_} oy ai m
go’ proedaiiitias "‘-..:L

v

Tandl ; —— asParts —%cnﬂ-rwt’i"& ]

2

St g, e e .'; redaimare Aar ’
L TP el SercCasE atlemamtions? — ca;,#mr: v




