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These are retirement facts: your non-working years could be one-third of your life; the need
for medical care will rise; and the greatest fear is running out of money. Additionally, worries
include higher taxes, inflation, losing Social Security, bad investments, medical problems and
insufficient savings. Retirement money must be protected as there is no time to replace it.
The following are common mistakes that result in running out of money in retirement.
Most retirees have zero experience in managing large amounts of money. During their
working years money was generally managed for them in 401(k), 403(b) and other employer
sponsored retirement plans. Inexperience with money management invariably increases the
chance of mistakes. Accordingly, common sense says find and work with a financial advisor;
however, many retirees do not, and generally this is a costly mistake.
Without professional help, many retirees continue to manage their money in retirement like
they did while working. Most of their money, if not all, is placed in risky places that go up and
down with the economic cycles. This may be suitable if you have more money than needed for
retirement, but most people are fearful of not having enough. Retirement is about keeping
what you’ve saved rather than speculating in hopes of scoring big gains. If you’ll suffer
unaffordable losses when the stock market
nosedives again, you’re in urgent need of a
meeting with your financial advisor. Taking
too much risk is the number one cause of
running out of money in retirement.
Others take zero risk by keeping all their
money super-safe in insured bank deposits
as if it will be needed tomorrow. The cost of
this strategy could be a severe loss of
earnings. It is a financial fact that better
earnings are possible with longer-term
commitments, even in bank deposits.
Therefore, it is better to space your retirement money maturities to coincide with when the
money will be needed. “Laddering maturities” can be complicated; thus, it is best to work with
your financial advisor to assure you get them right. Laddering allows you to target the “longer
term average” rather than guessing the best time to “go long” or “stay short”. Diversification
of maturities is less risky.
Another common mistake made in retirement is measuring your money by “how tall it is”
rather than “how long it is”. How long your money will last is what’s important. Your greatest
unknown in retirement is longevity risk: outliving your money. There are safe and attractive
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ways to convert your retirement money to a lifetime income you cannot outlive – just like
Social Security – and you would be wise to work with your financial advisor to see if a
guaranteed lifetime income is suitable for you. The lifetime options can be structured to give
you a great deal of flexibility in case your circumstances change; you need your retirement
money for emergencies or simply change your mind.
Securing a lifetime income adequate for your needs could
take only a fraction of your retirement money; thus, you
should investigate this option for the peace of mind it
offers.
Many retirees give little thought to their tax bite. They
have few deductions because their mortgage has been
paid, medical bills are below deductible limits, investment earnings are taxable even if not
used and taxes are levied on Social Security benefits. With just a modest amount of planning,
earnings from savings/investments can be tax-deferred or tax-free which leaves more money
for retirement. Additionally, taxes on your Social Security benefits could be less. Paying fewer
taxes means more dollars for retirement.
I moved some money around last year for my father-in-law. Bank CDs were offering
ridiculously low rates so we looked at some alternatives. Instead of earning 1% interest at
the bank, we moved some money into a 5-year account with total interest paid over the fiveyear period of about 20%... or 4% average per year. A few weeks ago as I was doing his
2010 income taxes for him, I smiled as I saw that the move we made also saved an additional
$
800 in income taxes for the year! Sometimes seemingly simple adjustments can make a
world of difference to those who need it most! My father-in-law is now receiving 3 to 4 times
the annual interest had he stuck with the 1% Bank CD… and he saved $800 (per year) in
income taxes to boot!
Retirement is the biggest purchase most people ever make; you can’t borrow to pay for it and
you’ll have only one chance to get it right. The wisest, safest and most productive way to plan
your retirement and manage your money is to work with a professional financial advisor. I
trust you are doing so, but if not I hope you will start your search for an advisor.
And of course, I’d welcome an opportunity to sit and chat with you about the financial matters
that you feel are most important. We obviously can’t represent everyone, but our initial gettogether will help us both decide if working together might be mutually beneficial.
Make it a great month,

Through his personal consultations and workshops, Lee Tibstra teaches how to maximize what
you do with your money while minimizing mistakes… creating & protecting wealth with certainty,
rather than leaving it all to chance. With over 30 years experience, Lee is a REGISTERED FINANCIAL
CONSULTANT (RFC®) and an approved member in good standing of the NATIONAL ETHICS BUREAU.
Lee can be reached directly by calling 708-254-0300, by email at TheSmartMoney@me.com or
visit us online at www.Smart Money Planners.com.
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