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 Living longer means new financial strategies 

 

 
 

 
It’s a fact; recently released 
census numbers prove that we 
are living longer. A couple at age 
65 can expect that one of them 
has about an 80% chance of 
living to age 85. 
 
 To put that in perspective, about 
a century ago life expectancy 
was age 47. There was very little 
risk for pension plans since most 
people died before their 
retirement age. 
 
Since most 65-year-olds don’t 
have pension plans, it’s time to 
help the savers convert those 
retirement accounts into 
paychecks for a good long life.  
 
Create a cash flow and define 
your annual budget for the next 
five years. Also, make a schedule 
of big purchases that aren’t 
included in the annual non-
discretionary and discretionary 
needs. Take an inventory of 
necessary home repairs, car 
replacements and other big 
expenses. 
 
Increase cash reserves so 
emergency funds will cover the 
next twelve months. Stop 
reinvesting dividends and 
distributions in accounts so cash 
will accumulate. Allocate the 
next four years of cash needs in 
investments that are considered 
“safer” than that of the stock 

market, i.e. short-term bonds or 
CDs. The remainder of your 
portfolio can be considered long-
term.  
 
Review your retirement 
projections. A popular method of 
creating retirement projections 
is using “Monte Carlo 
Simulation.” Based on the cash 
flow and accumulated wealth, be 
sure that you have at least a 70% 
probability that you won’t run 
out of money. And now is a good 
time to migrate from a total 
growth portfolio to a growth and 
income strategy that includes 
dividends and interest. 
 
Plan to take distributions 
appropriately from pre-tax 
retirement accounts and after-
tax accounts by watching the 
marginal tax rates. Don’t forget 
about those pesky required 
minimum distributions. 
Coordinate these withdrawals 
and be tax smart. 
 
Review the various Social 
Security opportunities. For a 
single, delaying to age 70 can 
increase the longevity of your 
wealth. For marrieds, consider 
the strategy of postponing until 
age 70 for the higher wage 
earner while taking a spousal 
benefit for the lower wage 
earner. Choosing the correct 
option may yield “free money.”  
 
Set up monthly distributions 
from your investments based on 
your optimum asset allocation 
and systematically sell holdings 
at the same percentage. This 

maintains your portfolio balance 
while you make withdrawals. 
Transfer the monthly cash needs 
to your bank and use these 
deposits (and your Social 
Security) as paychecks. Stay the 
course and remember that you 
will make it through market 
corrections because you have 
five years of cash and short term 
bonds to live off of while your 
stocks recover. Investment 
portfolios need periodic 
rebalancing when allocations 
stray 3 or 4% from their target. 
This strategy permits your long-
term investments to work for 
you. 
 
Make a plan and stick to it. Don’t 
be alarmed by market volatility 
and media forecasts. Control 
what you can. Review your risks 
and cover them with long term 
care insurance, correct 
beneficiary forms, updated 
estate planning documents. 
 When these jobs are done, it’s 
time for the fun. You earned this 
good life, now go live it. Life 
really does have an expiration 
date. 
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