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Life at Retirement
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Losing Money or Not Making Enough in Retirement: You Don’t Have to Choose!

Retirees have it tough these days. Rates on traditional retirement investment vehicles like CD’s 
and bonds are paltry. The temptation to reach out on the risk spectrum towards longer term 
government bonds, corporate bonds or even stocks, is filled with peril. 

So retirees are faced with an uncomfortable and scary choice: do they alter their risk profile by 
looking to longer maturities or stocks to increase returns but risk losing principal? Or, do they 
suck it up, wait for interest rates to go up, and look for ways to cut living expenses?

What to Do
Simple “back-of-the-napkin” calculations can easily determine gaps that might exist between 
retiree income and expenses. Closing the gap may require a combination of steps. Here are two 
ideas from retirees as recently posted on Morningstar Discuss board:
•  Think like a business. “If you need more cash flow because your account is not big  
 enough to support your lifestyle, cut the expenses.”
•  Be opportunistic. Several retirees posting indicated they began moving some of their  
 investments into more conservative holdings to cover living expenses for several years,  
 but they also maintained exposure in the stock market which had served them well. The  
 lesson: don’t give up on opportunity for market gains.

This last idea about repositioning assets is an important one. In part, your asset allocation 
decision (how you divide your money between different investments) will be driven by your 
tolerance for risk. It will also be driven by your need for income. That may mean reallocation of 
your retirement savings into vehicles that provide higher fixed sources of income to cover your 
essential living expenses. Working with a budget when you know your income is a lot easier 
than hoping you can earn enough to cover your outflows.

Everyone is different. Above all, make sure your strategy is in your comfort zone. Retirement is 
no place to worry about losing what you have worked your whole life to save. Talk with a First 
Commonwealth Advisor today about closing your income gap.
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