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Planning for a secure and fulfilling
retirement is one of the most important
financial decisions you'll ever make. This
guide will help you understand the key
strategies and factors involved in making
your retirement income last. As someone
with a $500k+ portfolio, you have unique
opportunities and challenges that require
careful planning. We'll cover tax-efficient
strategies, ways to protect against
inflation, and how to ensure your
investments provide reliable income.

Section 1: What Are Your Retirement
Goals?

Retirement looks different for everyone.
Before you start planning how to use your
retirement income, it's important to define
your goals. Here are common retirement
goals we've seen among high-net-worth
individuals:

e Maintain or Improve Lifestyle: Many
retirees aim to maintain or even
improve their standard of living. This
requires a strategy to keep up with
inflation and ensure your income
grows over time. Legacy Planning:
Some retirees focus on leaving a
legacy for children, grandchildren, or
charities. This goal often leads to
more growth-oriented investment
strategies. Spending Every Cent:
Though rare, some retirees prefer to
enjoy all their money during their
lifetime, which requires precise
planning to avoid running out.

Take time to reflect on your personal
retirement goals, as these will guide your
spending and investment decisions.

Section 2: How Much Will Retirement
Cost?

Estimating your retirement costs involves
looking at both essential and discretionary
expenses:

» Non-Discretionary Spending: These are

the expenses you cannot avoid, such as

 Avoid Running Out of Money: For housing, utilities, groceries, taxes,

many, this is the top concern. The fear insurance, and healthcare. Even if you

of outliving savings can lead to anxiety, are debt-free, medical and insurance

but with proper planning, you can costs can rise, especially as healthcare
mitigate this risk. costs often outpace inflation.
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« Discretionary Spending: These are
lifestyle-related expenses like travel,
hobbies, and luxury purchases. While
discretionary, they're often essential to
how you envision your retirement.
Whether you're planning on traveling
the world or spoiling your
grandchildren, it's important to budget
for these expenses.

Inflation Impact

One of the most overlooked aspects of
retirement planning is the effect of
inflation. Assuming about a 3% inflation
rate, your purchasing power will halve in 24
years.(1) Make sure to factor inflation into
your long-term financial plan.

Section 3: How Will You Pay for
Retirement?

Retirement income typically comes from
multiple sources. The more diverse your
income streams, the more resilient your
financial plan will be. Common sources
include:

» Social Security: It's important to decide
when to start taking Social Security.
While you can start as early as 62,
delaying until 70 can increase your
monthly benefit significantly.

« Pension Income: If you're one of the
fortunate individuals with access to a
pension, this can provide a stable
income source. Make sure to
understand how and when your
pension payments will be distributed.
Business or Real Estate Income: If you
have ongoing business interests or
rental income from real estate, these
can supplement your investment
income.

Section 4: Using Your Investments to Pay
for Retirement

Your investments will likely play a central
role in funding your retirement. However,
managing these assets efficiently is
crucial to making sure they last. Here are
key considerations:

» Asset Allocation: Your portfolio’s asset
allocation will determine its risk and
return profile. Most retirees benefit
from a balanced mix of stocks and
bonds. While bonds are less volatile,
stocks offer higher returns over the
long term and can help you keep up
with inflation.
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e Income vs. Cash Flow: It's important to
distinguish between income and cash
flow. Income typically refers to
dividends, bond coupons, or rental
payments, while cash flow can also be
generated by selling securities.
Depending solely on dividend-paying
stocks may limit your potential returns.
Instead, focus on maximizing total
returns and selectively selling assets to
create cash flow. Dynamic Spending
Strategy: Using a flexible withdrawal
approach— adjusting how much you
withdraw based on market conditions—
can help protect your portfolio. In years
of strong performance, you can
withdraw a bit more, while during down
markets, withdrawing less can preserve
your assets.

What Percent of Income Should Go to
Retirement?

For high-net-worth individuals, financial
planners typically recommend saving
15%-20% of your income during your
working years, though those with $500k or
more might need to aim for higher
contributions if they plan on maintaining a
more luxurious retirement lifestyle.

Section 5: Alternative Investment Income

Sources

Beyond traditional stocks and bonds,
consider these alternative strategies to
generate retirement income:

« Real Estate Investment Trusts (REITs):
REITs can provide a stable income
stream through dividends and often
act as a hedge against inflation.

. Master Limited Partnerships (MLPs):

MLPs are tax-advantaged partnerships

that typically invest in energy

infrastructure. They distribute a

maijority of their income to investors,

making them attractive for retirees
looking for income.

Annuities: While controversial for their

fees and complexity, annuities can

provide guaranteed income for life,

which may appeal to those seeking

certainty. However, they come with

trade-offs, including limited liquidity
and high costs.

Treasury Inflation-Protected Securities

e (TIPS): TIPS are designed to increase
in value with inflation, helping to
maintain your purchasing power over
time.
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Section 6: Tax-Efficient Withdrawals
One of the most important strategies for
making your income last in retirement is
minimizing taxes. Here's how:

« Tax Bracket Management: Be mindful
of how much you withdraw from
different accounts each year to avoid
moving into a higher tax bracket. For
example, you might withdraw from
taxable accounts first to take
advantage of lower capital gains rates,
then move to tax-deferred accounts
(e.g., traditional IRAS).

Roth Conversions: Converting some
traditional IRA funds into a Roth IRA
during years with lower income can
reduce your taxable income in future
years, as Roth withdrawals are tax-free.
Required Minimum Distributions

* (RMDs): Starting at age 73 (for most
retirees in 2024), you are required to
take distributions from traditional IRAs
and 401(k)s. Planning for RMDs can
help you avoid a large tax bill?

Is Social Security Taxable?

Yes, up to 85% of your Social Security
benefits may be taxable depending on your
total income in retirement. Planning
withdrawals from other accounts can help
manage this tax burden.

Section 7: Managing Market Risks
Protecting against market downturns is
essential for ensuring your retirement
income lasts. Here's how you can manage
risks:

» Sequence of Returns Risk: In the early
years of retirement, poor market
performance can significantly affect
your portfolio’s longevity. Holding 2-3
years’ worth of living expenses in cash
or conservative investments can help
weather bad years.
Tactical Asset Allocation: Regularly
review your asset allocation based on
market conditions. In high-valuation
periods, you might shift assets to more
defensive positions like bonds, or in
inflationary times, to inflation-
protected securities.
Rebalancing: Rebalancing your
* portfolio every year or two ensures that
your risk level remains in line with your
retirement goals, even as markets
fluctuate.

Ensuring your retirement income lasts
requires thoughtful planning and strategy.
By focusing on dynamic spending, tax
efficiency, market risk management, and a
diversified approach to income generation,
you can secure a comfortable and fulfilling
retirement. Working with a professional
can help tailor these strategies to your
personal situation and ensure your goals
are met.
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Securities offered through LPL Financial, member FINRA/SIPC. Investment advice offered through Stratos
Wealth Partners, Ltd., a registered Investment Advisor and a separate entity from LPL Financial.

Trading instructions sent via email, fax or voicemail will not be honored. There is no assurance that these
messages can be retrieved on a timely basis, nor is there any sure method of confirming the customers identity.
The information contained in this email message is being transmitted to and is intended for the use of only the
individual(s) to whom it is addressed. If the reader of this message is not the intended recipient, you are hereby
advised that any dissemination, distribution or copying of this message is strictly prohibited. If you have
received this message in error, please immediately delete.

On Sept. 13, 2024, Stratos Wealth Partners, Ltd. placed 29th on the list for the year 2023. Stratos Wealth
Partners, Ltd. applied for the award by submitting responses to a detailed questionnaire for the award
committee’s consideration. Stratos Wealth Partners, Ltd. did not pay any compensation to be considered for the
award. The award is not representative of any one client’s experience and is not indicative of our firm’s future
performance. The award was independently granted, as Stratos Wealth Partners, Ltd. has no affiliation with
Barron'’s. Please note that the award is not a referral to, endorsement or recommendation of, or testimonial for
the advisor with respect to its investment advisory or other services. Barron’s weighs dozens of qualitative and
quantitative components, including assets managed, the size and experience of teams, regulatory record of the
advisors and firms, succession planning, technology spending, and staff diversity based on responses supplied
by the advisor to a detailed survey. *Barron’s “Top 100 RIA Firms” ranking is based upon quantitative and
qualitative criteria including: regulatory records, client retention reports, assets managed, revenue generated,
technology spending, number of clients, size and diversity of staff, placement of a succession plan, and more.
Investor experience and returns are not considered. Neither THE FIRM nor its financial advisors pay a fee to
Barron's in exchange for the ranking.
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