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In fact, as the illustration demonstrates, hypothetical Portfolio A, which had four initial years of negative 
returns, runs out of money 19 years into retirement. However hypothetical Portfolio B, which experienced 
negative returns in the last four years, had sufficient funds throughout retirement. Both portfolios started 
with the same balance and have the same average return during the overall time period but end up with very 
different results.

When you retire, you hope to have enough savings to last as much as 30 
years or more. But as you start to withdraw money from your retirement 
accounts, you could experience “sequence of return” risk, meaning, the 
markets generate a sequence of negative returns over several years as you 
begin to take withdrawals. This risk may result in you not having enough 
savings to last throughout your retirement.1

DEVELOP A BALANCED SAVINGS
STRATEGY TO MINIMIZE RISK

For illustrative purposes only.
Starting balance for both portfolios: $1.5M. Ending balance at year 25: Portfolio A: $0; Portfolio B: $2,937,954. Average return: 7 percent.

Strategies to Help Mitigate Risk
How can you minimize sequence of return risk as 
you near retirement or during retirement? Consider 
the following strategies to help add protections 

and reduce your portfolio’s potential risk without 
reducing its potential for growth.
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Estimate Your Income Vs. Expenses
Most of us tend to focus on how much to 
accumulate for retirement but may spend less 
time on how much we’ll spend in retirement. Since 
most individuals want to maintain their current 
standard of living in retirement, it’s a good idea to 
do a personal cash-flow analysis to review current 
sources of income versus expenses. Work with 
your advisor to estimate how much you spend now 
on essentials, such as mortgage or rent, and on 
discretionary items, such as travel. This will give you 
a reference point for projecting future spending. 
If the market is down as you start to withdraw 
funds in retirement, you may choose to reduce 
discretionary spending and focus on covering 
the essentials. It’s a good idea to consider using 
liquid assets, such as cash and CDs, to pay for 
the essentials, and other income generated from 
investments for discretionary items.

Plan for Charitable Giving
As an additional estimate of expenses, it’s a good 
idea to review your plan for charitable giving, 
investments into a 529 plan for your child or 
grandchild and any other charitable gifts you may 
be planning on in retirement. As you work with your 
advisor, you may be able to benefit from certain tax 
deductions and gift tax exemptions.

Stress Test Returns
According to Justin Richter, senior wealth advisor at 
Mariner Wealth Advisors, it helps to review historical 
returns and test volatility, because expecting a 
steady, six percent annual return on your retirement 
investments, for example, is not realistic. Markets 
are volatile, sometimes returning 20 percent in a 
year and a negative 5 percent the next year. By 
running a “stress test” to factor in different volatility 
scenarios, you can better prepare a withdrawal 
strategy in anticipation of potential future market 
uncertainty.

Apply the “Four Percent” Withdrawal Rule
You often hear about the four percent rule — 
withdrawing four percent of your retirement 
portfolio annually to cover your expenses and 
lifestyle. For this method to work, it’s important that 
your projected average portfolio returns are above 
four percent so that, over time, your earnings and 
growth in the portfolio exceed the amount being 
distributed to you to account for inflation. In years 
where returns are above four percent, you could 
have excess income and returns. In years where 
returns are below that amount, your portfolio may 
be reduced, but future returns may be able to 
overcome that deficit. It’s a simple rule that can be 
a good guide for what recent and future retirees 
might expect to spend in retirement, but can 
potentially be improved upon with the cash flow 
and budgeting guidance that a wealth advisor can 
provide.

Take the “Bucket” Approach
Richter also suggests a “bucket” approach to asset 
allocation in retirement for the purposes of planning 
and risk management, not just for asset allocation.1 
You would have a short-term bucket, using cash and 
cash equivalents, such as CDs, for liquidity so you 
can cover an extended period of living expenses.
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Sources

“Income Diversification,” Fidelity PDF, 2018.
“Sequence of Returns Risk,” Your Life, Simplified podcast, Nov. 2019. Mariner Wealth Advisors. 

This article is limited to the dissemination of general information pertaining to Mariner Wealth Advisors’ investment advisory services and general 
economic market conditions. The views expressed are for commentary purposes only and do not take into account any individual personal, financial, 
or tax considerations. As such, the information contained herein is not intended to be personal legal, investment or tax advice or a solicitation to buy or 
sell any security or engage in a particular investment strategy. Nothing herein should be relied upon as such, and there is no guarantee that any claims 
made will come to pass. Any opinions and forecasts contained herein are based on information and sources of information deemed to be reliable, 
but Mariner Wealth Advisors does not warrant the accuracy of the information that this opinion and forecast is based upon.  You should note that the 
materials are provided “as is” without any express or implied warranties. Opinions expressed are subject to change without notice and are not intended 
as investment advice or to predict future performance. Past performance does not guarantee future results. Consult your financial professional before 
making any investment decision.

Mariner Wealth Advisors (“MWA”), is an SEC registered investment adviser with its principal place of business in the State of Kansas. Registration of 
an investment adviser does not imply a certain level of skill or training. MWA is in compliance with the current notice filing requirements imposed upon 
registered investment advisers by those states in which MWA maintains clients. MWA may only transact business in those states in which it is notice 
filed or qualifies for an exemption or exclusion from notice filing requirements. Any subsequent, direct communication by MWA with a prospective 
client shall be conducted by a representative that is either registered or qualifies for an exemption or exclusion from registration in the state where the 
prospective client resides. For additional information about MWA, including fees and services, please contact MWA or refer to the Investment Adviser 
Public Disclosure website (www.adviserinfo.sec.gov). Please read the disclosure statement carefully before you invest or send money.

These types of investments could help prevent 
you from having to sell securities for cash at a 
potentially inopportune time. Your mid-term 
bucket could include combining capital with liquid 
investments, such as a diversified bond ladder 
in which bonds or bond funds mature quarterly 
or annually to gradually provide cash flow. Your 
long-term bucket could be designed to keep your 
portfolio growing, so might include investments 
such as stocks, equity mutual funds and ETFs, as 
well as real estate investment trusts (REITS).

Revisit Your Asset Allocation
As you near retirement and in retirement as you 
begin to withdraw funds, it’s a good idea to revisit 
your asset allocation — are you overly invested 
in equities? Or are you overly invested in fixed 
income and cash, not allowing for growth in your 
portfolio? Does your risk tolerance match your asset 
allocation? In other words, if the stock market were 
to experience a 20 percent correction, would you 
be comfortable with the resulting impact on your 
overall portfolio across different accounts?

Keep in mind that, as it relates to risk, during 
significant market corrections or recessions, such 
as in 2008 and early 2009, most asset classes fall 
in tandem.1 So while asset allocation can help, you 
may need other strategies to manage downside risk 
during significant market downturns.

Consult With Your Advisor
Work with your advisor on an appropriate strategy 
for you to create a balanced retirement portfolio 
that helps minimize potential sequence of return 
risk. If you haven’t retired yet, track your expenses 
so you have a better estimate of income versus 
expenses in retirement. Partner with your advisor 
on a withdrawal and budget strategy that will 
help ensure that you have enough savings to last 
throughout your retirement. 

Hypothetical Portfolio with 
a traditional 60/40 split1

Investment Amount ($)
Percentage 
of Portfolio

Cash $100,000 5%

Short-term bonds $200,000 10%

Intermediate-term bonds $400,000 20%

High-yield bonds $100,000 5%

U.S. stocks $900,000 45%

International stocks $300,000 15% 

Total $2,000,000 100%
For illustrative purposes only. The amounts and percentages shown 
are fictitious and not an investment recommendation.


