
YOUR GUIDE TO
RETIREMENT



Your Guide To
Retirement

Considering Retirement? Congrats! Retirement is an
exciting and possibly scary time for you and your

family as you consider how to set yourselves up for
success and freedom. Before diving into the financial
techniques that can help you retire well, let’s address

a few other considerations during your transition. 
 

Retirement confronts people with financial, mental,
spiritual, and physical concerns that can be mitigated

with careful planning. There are several studies
suggesting that retirement increases adverse health

effects - mentally and physically.  
 

One study noted an increase in heart attacks in the
years directly following retirement. Other issues

include changes in social support structures, loss of
identity, and subsequent depression following

retirement. However, I want to provide a few tips
to ensure that your “Golden Years” become

everything you want them to be.
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Preparing Mentally 
For Retirement

Get specific
around what
your life will
look like in
retirement

Know where you
will find your
social support /
community

Know what brings you joy

If you work with a financial planner, they
may ask you what your goals or dreams are
for your retirement. This is not that
question. It is great to be idealistic and
consider the big picture. However, it is also
important to think about what your day-to-
day life will look like. Will you volunteer?
Work part-time? Travel?  Get involved in
community activities?

You’ve spent 40+ hours each week in the
office/workplace with fellow colleagues for the
past 30+ working years. Then, you retire, and
things get very quiet, maybe even lonely. It is
important to consider where you might find
social support elsewhere through church,
volunteer organizations, hobbies, etc.

Surprisingly, many people have dreams of lavish vacations, golf
outings, and relaxation during retirement, but they forget that
MUCH of their time will be spent doing “normal life” things. Think
about this FREE TIME and how you might want to spend it.
What brings you joy? What do you enjoy at your job? How can you
incorporate that in retirement? Are there weekend hobbies that you
would like to spend more time doing? Are there friends, family,
organizations you would enjoy spending more time with?
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Preparing Financially
For Retirement

Assets

Liabilities

This is what you own. Tally up your 401(k)s, IRAs, ROTH IRAs,
brokerage accounts, savings accounts, equity in homes and
rental homes, etc. Keep in mind that some of these have
different tax statuses, and therefore, may be worth more. For
example, I would rather have $200,000 in a ROTH IRA than
$200,000 in a 401(k) because I will not owe income taxes on a
ROTH IRA but will on a 401(k). 

This is what you owe. Mortgages, credit cards, auto loans, etc.
Often in retirement, families prefer to be debt free, but this is not
always a requirement, depending on your situation. 

Getting
 Organized

Example of Getting Organized 
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Preparing Financially
For Retirement

Income

Expenses

This will be a very important part of your financial plan for
retirement. Begin by listing sources of income that you will
have during retirement and an estimated annual value. This
may include pensions, social security, rental property income, part-
time work, or spousal income. You may factor in investment
income; however, you must consider the fluctuation with
investments. 

Before retirement, calculate a solid estimate of your current
monthly and annual expenses. This is not for your ideal
budgeted expenses, but rather, your actual expenses. This gives
you a baseline expense estimate for retirement. 
 
Additional expenses to be factored into retirement may include:
medical expenses, medical insurance, travel expenses, and gifts. You
should also consider planning for long term care needs later
in life, and general inflation for your expenses.

Getting
 Organized
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Preparing Financially
For Retirement

Creating Your Base Case Plan

You may have heard of the 4% rule. It is a benchmark suggesting
that it is safe to assume that you can take 4% of your
investments each year during retirement. For example, if you
had $1,000,000 in an investment portfolio, you can distribute
$40,000 per year during retirement. I do not advise my clients
to use this benchmark; however, it does provide a high-level
estimate of how much income you can rely on from
investments during retirement. 
 
Because there are so many different factors to consider in
retirement that are specific to each situation, I suggest a
different approach. If you are good with excel or hire a good
financial planner, you should be able to “project” your assets
over your lifetime. 
 
For example, you would list each year of your life along with
your age at that time. List your sources of income in each year
(consider a conservative amount of investment income) and
subtract out your expenses during that year. The net is likely a
negative number, which means you will subtract that out of your
projected investment accounts. 
 

Creating a
Base Case 
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Preparing Financially
For Retirement

Creating a
Base Case 

For excel users it may look something like this:

For those using professional platforms or a financial planner you
have the ability to get a little more complex. It may look like this: 
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Preparing Financially
For Retirement

Wouldn't it be great if everything was predictable...

After you have a base case, it is important to stress test your
scenario because nothing goes exactly as planned. There are
a couple ways that you can stress test your plans. 
 
The first option projects additional expenses throughout your
retirement years (what if health care costs are high, or inflation
increases, etc.). In your plan, this will simulate taking more in
distributions from your investments, which, in-turn, will show
you running out of money more quickly.
 
Most financial planners should be able to run a Monte Carlo
simulation for you which can help stress test your financial plan
across hundreds or thousands of different economic and
investment factors. This can help give you a “probability of
success”. 
 
The most valuable thing that can come from running these
stress tests is peace of mind. You’ll know that even in the worst-
case scenario, you have a strategy in place to make it work. 

Creating a
Stress Test 

 

PEACE  OF  MIND

=

PRICELESS

 

8



Preparing Financially
For Retirement

Examples of Professional Stress Tests...

Creating a
Stress Test 

1,000 
Economic  &
Investment 

Trials

Income 
Stability

Stress Testing 
 Across Different

Variables
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Preparing Financially
For Retirement

Tax Effeciency - Asset Location

Your base case and stress tested picture of your financial situation
shows you what will happen if you continue “as is”.  With this full picture
in view, you should now be able to identify areas that you can improve your
financial plan. We will call these “strategies”. 
 

Creating a
Strategy

No one wants to pay MORE than their fair share of taxes. A simple
example of tax efficiency in your working years is deciding whether to
contribute to a ROTH retirement account (IRA / 401k) or a Traditional
retirement account. Both options are available to you within the tax
code, but one will be more efficient for your specific situation.
 
In retirement, your options for tax efficiency are a little different.
First, you can have tax efficiency across your different investments in
your investment accounts. This is called asset location. The concept is
that some investments will be more efficient in different types of
accounts. 
 
For example, mutual funds that have significant turnover would be
better in a tax-deferred account. Higher risk, higher expected return
funds would do better in a ROTH or tax-free account than in other
accounts. Funds that spit out a lot of interest income would work better
in tax-deferred accounts than a taxable brokerage account, while
municipal bonds might be better suited for a taxable brokerage
account. 
 
You get to create what your ideal portfolio looks like across all of your
accounts and then split the investments up to be in their most efficient
accounts – all things that a proficient financial advisor should be able to
help you with.
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Preparing Financially
For Retirement

Tax Effeciency - Account Tax Status

Creating a
Strategy

You can also be efficient in where you will draw your income during
retirement. Thus far, this has not been a concern for you because you
hopefully have not needed to take distributions from your retirement
accounts. In retirement, however, a majority of your taxable income
will come from your investment accounts, and the type of accounts
that you draw from will determine how much you will owe in taxes. 
 
Everyone’s tax situation will be different, so I cannot give you advice as to
what will work best for you. I’ll remind you how your income is taxed
though. 
 
ROTH accounts can make tax free distributions (assuming you are
older than 60 and have had your ROTH IRA for longer than 5 years). 
 
Traditional IRAs, 401(k)s, and other tax-deferred accounts are
counted as ordinary income when you take a qualifying distribution
from the account. This means you will pay federal and state income tax
on this income (similar to getting paid your salary, but you do not need
to pay FICA taxes). 
 
Investment income from a taxable brokerage account can be taxed
several different ways. Every year, regardless of taking a distribution or
selling your funds, you will pay taxes on interest and dividends. When
you sell an investment (in making a distribution from your account), you
will pay a capital gains (reduced) tax rate on the gain from what you
sell. If you sold your investment for a loss, it can offset other gains. 
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Preparing Financially
For Retirement

Creating a
Strategy

Because you have so much flexibility with how you will be taxed for
these accounts, you are able to “create” which tax bracket and how
much income you will have in a particular year. This is important to
consider when you are distributing from your accounts. 
 
Below, you will see a visual example of "creating" which tax bracket you
will be in. In general, it is recommended to defer income in years of
being in a higher tax bracket, so that you can claim that income during
years of lower tax brackets. This example shows how the opposite
mentality can be beneficial. 
 
This "proposed strategy" finds years of lower than average tax brackets,
and "fills" them with a ROTH IRA conversion. The conversion produces
income that is taxed in your lower rate years, and then, years
down the road, you are able to take tax-free distributions from the
ROTH IRA. 
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Practicing Healthy 
Investment Behaviors

Practice Good Investment Behaviors

It is not enough just to find the best investments for your
portfolio. Your behavior around investing is significant.
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Practicing Healthy
Investment Behaviors

Practice Good Investment Behaviors

It is not enough just to find the best investments for your
portfolio. Your behavior around investing is significant.
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Additional Resources

This is an exciting time for you and your family, and I hope that
some of the information in this guide has been helpful in
removing some of the stress and uncertainty from your
retirement plans. 
 
One additional, yet important, piece of advice when considering
healthy investment behaviors is finding an advisor that has your
best interests in managing your retirement portfolio.  Fee-only,
independent advisors, like Flourish Financial Planning, do not
have products to sell, or get paid commissions off of your
investment portfolio. They simply keep your best interests at the
heart of what they do. 
 
If you ever need assistance in creating your financial plans and
managing investment strategies to help you get the most out of
your retirement, Flourish Financial Planning is here to help. 
 
You can always call, text, email, or schedule a meeting
(www.flourish-fp.com/cal). We offer a free consultation to
review your current situation and investment portfolio and
provide initial thoughts on what choices might be beneficial for
you. 
 
I wish you all the best!
 

Christopher R. Wells, CFP®
Founder | Financial Planner
Flourish Financial Planning

(817) 799-7699
chris@flourish-fp.com

www.flourish-fp.com
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Disclosures

DISCLOSURES 
SDG FINANCIAL PLANNING, LLC ("SDGFP") D.B.A. Flourish Financial Planning is a registered investment adviser offering advisory
services in the State of Texas, Louisiana, and in other jurisdictions where exempted.  Registration does not imply a certain level of
skill or training. The presence of this website on the Internet shall not be directly or indirectly interpreted as a solicitation of
investment advisory services to persons of another jurisdiction unless otherwise permitted by statute. Follow-up or individualized
responses to consumers in a particular state by SDGFP in the rendering of personalized investment advice for compensation shall
not be made without our first complying with jurisdiction requirements or pursuant an applicable state exemption.
All written content on this site is for information purposes only. Opinions expressed herein are solely those of SDGFP, unless
otherwise specifically cited.  Material presented is believed to be from reliable sources and no representations are made by our
firm as to another parties’ informational accuracy or completeness.  All information or ideas provided should be discussed in
detail with an advisor, accountant or legal counsel prior to implementation. All figures  are  hypothetical and are not reflective of
actual financial planning advice.
 
Exhibit 1: In US dollars. Source: Dimensional, using data from Bloomberg LP. Includes primary and secondary exchange trading
volume globally for equities. ETFs and funds are excluded. Daily averages were computed by calculating the trading volume of
each stock daily as the closing price multiplied by shares traded that day. All such trading volume is summed up and divided by
252 as an approximate number of annual trading days.
Exhibit 2: The sample includes funds at the beginning of the 15-year period ending December 31, 2017. Each fund is evaluated
relative to the Morningstar index assigned to the fund’s category at the start of the evaluation period. So, if, for example, a fund
changes from Large Value to Large Growth during the evaluation period, then its return will still be compared to the Large Value
category index. Surviving funds are those with return observations for every month of the sample period. Winner funds are those
that survived and whose cumulative net return over the period exceeded that of their respective Morningstar category index.
Exhibit 3: This study evaluated fund performance persistence over rolling periods from 2001 through 2017. Each year, funds are
sorted within their category based on their previous three-year total return. Those ranked in the top quartile (25%) of returns are
evaluated over the following three-year period. The chart shows the average percentage of top-ranked equity and fixed income
funds that kept their top ranking in the subsequent period.
Source (Exhibits 2 and 3): US-domiciled open-end mutual fund data is from Morningstar and Center for Research in Security
Prices (CRSP) from the University of Chicago. Index funds and fund-of-funds are excluded from the sample. Equity fund sample
includes the Morningstar historical categories: Diversified Emerging Markets, Europe Stock, Foreign Large Blend, Foreign Large
Growth, Foreign Large Value, Foreign Small/Mid Blend, Foreign Small/Mid Growth, Foreign Small/Mid Value, Japan Stock, Large
Blend, Large Growth, Large Value, Mid-Cap Blend, Mid-Cap Growth, Mid-Cap Value, Miscellaneous Region, Pacific/Asia ex-Japan
Stock, Small Blend, Small Growth, Small Value, and World Stock. Fixed income fund sample includes the Morningstar historical
categories: Corporate Bond, High Yield Bond, Inflation-Protected Bond, Intermediate Government, Intermediate-Term Bond, Muni
California Intermediate, Muni California Long, Muni Massachusetts, Muni Minnesota, Muni National Intermediate, Muni National
Long, Muni National Short, Muni New Jersey, Muni New York Intermediate, Muni New York Long, Muni Ohio, Muni Pennsylvania,
Muni Single State Intermediate, Muni Single State Long, Muni Single State Short, Short Government, Short-Term Bond, Ultrashort
Bond, and World Bond. See Dimensional’s “Mutual Fund Landscape 2018” for more detail. Index data provided by Bloomberg
Barclays, MSCI, Russell, FTSE Fixed Income LLC, and S&P. Bloomberg Barclays data provided by Bloomberg. MSCI data © MSCI
2018, all rights reserved. Frank Russell Company is the source and owner of the trademarks, service marks, and copyrights
related to the Russell Indexes. FTSE fixed income indices © 2018 FTSE Fixed Income LLC. All rights reserved. S&P data © 2018 S&P
Dow Jones Indices LLC, a division of S&P Global. All rights reserved.
Exhibit 4: In US dollars. US Small Cap is the CRSP 6–10 Index. US Large Cap is the S&P 500 Index. Long-Term Government Bonds is
the IA SBBI US LT Govt TR USD. Treasury Bills is the IA SBBI US 30 Day TBill TR USD. US Inflation is measured as changes in the US
Consumer Price Index. CRSP data is provided by the Center for Research in Security Prices, University of Chicago. S&P data ©
2018 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved. Long-term government bonds and Treasury bills
data provided by Ibbotson Associates via Morningstar Direct. US Consumer Price Index data is provided by the US Department of
Labor Bureau of Labor Statistics.
Exhibit 5: Relative price is measured by the price-to-book ratio; value stocks are those with lower price-to-book ratios. Profitability
is a measure of current profitability, based on information from individual companies’ income statements.
Exhibit 6: Number of holdings and countries for the S&P 500 Index and MSCI ACWI (All Country World Index) Investable Market
Index (IMI) as of December 31, 2017. S&P data © 2018 S&P Dow Jones Indices LLC, a division of S&P Global. All rights reserved.
MSCI data © MSCI 2018, all rights reserved. International investing involves special risks such as currency fluctuation and political
instability. Investing in emerging markets may accentuate these risks.
Exhibit 7: In US dollars. US Large Cap is the S&P 500 Index. US Large Cap Value is the Russell 1000 Value Index. US Small Cap is
the Russell 2000 Index. US Small Cap Value is the Russell 2000 Value Index. US Real Estate is the Dow Jones US Select REIT Index.
International Large Cap Value is the MSCI World ex USA Value Index (gross dividends). International Small Cap Value is the MSCI
World ex USA Small Cap Value Index (gross dividends). Emerging Markets is the MSCI Emerging Markets Index (gross dividends).
Five-Year US Government Fixed is the Bloomberg Barclays US TIPS Index 1–5 Years. S&P and Dow Jones data © 2018 S&P Dow
Jones Indices LLC, a division of S&P Global. All rights reserved. Frank Russell Company is the source and owner of the trademarks,
service marks, and copyrights related to the Russell Indexes. MSCI data © MSCI 2018, all rights reserved. Bloomberg Barclays data
provided by Bloomberg. Chart is for illustrative purposes only.
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