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Accumulation is a key facet of reaching your
retirement goals. However, we tend to see far less
about portfolio drawdown, or decumulation—the
logistics of managing a portfolio from which you're
simultaneously extracting living expenses during
retirement. This can be even more complicated than
accumulating assets.

Pitfall: One of the big mistakes of retirement
distribution can be relying strictly on income-
producing securities to meet income needs. Sticking
exclusively with income distributions can leave retirees
beholden to the current interest-rate environment.
We've seen that problem in sharp relief during the
past several years, as income-oriented investors have
been forced into riskier areas, such as emerging-
markets bonds, to scare up the income they need.

Workaround: The bucket approach to retirement

income is essentially a total-return approach that relies
on regular rebalancing to provide income for living
expenses. Using such a structure, a retiree would own
bonds and dividend-paying stocks but would also own
other stock types, including those that don't pay
dividends. Such a strategy could potentially provide a
better-diversified portfolio than the income-only
approach for some retirees, and may also allow a
retiree to enjoy a fairly stable standard of living.

All investments involve risk, including the loss of
principal. There can be no assurance that any financial
strategy will be successful. Diversification is an
investment method used to help manage risk. It does
not ensure a profit or protect against a loss. This is for
informational purposes only and should not be
considered tax or financial planning advice. Please
consult a tax and/or financial professional for advice
specific to your individual circumstances.
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