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Return of a $25,000 investment
over 40 years, assuming
a 3 percent inflation rate
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For those in or near retirement, the
standard investing advice has long
been to dump stocks gradually and
load up on bonds. But in an era of
ultralow bond yields and longer
retirements, does the conventional
wisdom need to be challenged? Per-
haps there’s a greater risk you will
outlive your savings and that even a
low inflation rate will erode the val-
ue of your investments if they are
not growing with the economy.

Chris Brightman of Research Af-
filiates, wrote: “These negative real
rates of interest paid by an increas-
ing proportion of the developed
world’s governments on their debt
will not preserve our purchasing
power over the long run, let alone
generate the growth in real wealth
necessary.”

Volatility also spooks retirement
investors into doing the wrong thing
at the wrong time. According to new
research by Fidelity Investments,

“long-term investors tended to
lower their stock investments
during major short-term stock
market declines, rather than
adhering to an approach that
is based on a well-thought-out,
long-term investment plan.”

Most investors don’t make
multiple-decade portfolio pro-
jections, but consider that many
people are going to spend 30
years or more in retirement.

Sarah Newcomb, a behavior-
al economist for Morningstar,
wanted to know how much the
cost of living was likely to in-
crease over time — and whether
her portfolio could keep up with
inflation. “I learned that with an
average 3 percent inflation rate,
prices double every 24 years,”
said Ms. Newcomb.

“That means that by the time
I retire, my life will cost twice
as much as it does now, and if I
make it to my late 80s, the same
lifestyle will cost four times as
much then as it does today,” Ms.
Newcomb added. “If I am not ac-

tively saving and aggressively in-
vesting, the real risk is the risk of
not retiring at all.”

It’s only natural to err on the
side of caution when investing
for retirement. Yet sitting on
cash or holding long-term bonds
isn’t the answer. In addition to
the overall rise in the cost of liv-
ing, older Americans face the like-
lihood that they will have to pay
for some form of long-term care.
Long-term care costs are rising
faster than the inflation rate.

To build a portfolio that will
grow well ahead of the pace of in-
flation over the long-term means
relying more on stocks that will
combine growth and dividends.
But you have to assess how
much of a decline in the value of
your portfolio you are willing to
accept. “If your portfolio is down
20 percent to 30 percent, would it
impact your lifestyle or could you
work through it?” asks Judith B.
Ward, a senior certified financial
planner for T. Rowe Price.

There are two routes to find-

ing a workable marriage between
portfolio risk and needed returns.
One is to run an online program to
see whether your current portfolio
is likely to provide enough money
over time given a certain rate of re-
turn, mix of investments and your
age. It’s not a precise science, since
most free calculators don’t allow
you to include emergencies.

Nevertheless, you can use calcu-
lators offered by T. Rowe Price or
Vanguard to determine whether
you need to make any adjustments.
You can also buy a more sophisti-
cated calculator called ES Planner
PLUS for more detailed projections.

If you’re not up to the do-it-your-
self journey, consider consulting a
fee-only certified financial planner
or another professional. Also ask
advisers to identify the various
types of investment risks.

You are likely to face the decision
of refocusing your portfolio to meet
your needs down the road. Just re-
member that the real risk is not do-
ing enough to ensure your money
lasts as long as you do.

RETIRING
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Talking Points

A New 5-Pound Note
That Is Built to Last
It can withstand a washing ma-
chine’s spin cycle, be eaten by
toddlers or pet hamsters without
causing lethal indigestion and fend
off criminals with its microscopic
lettering. After 100 years on paper,
the 5-pound note now comes in poly-
mer, a thin, flexible plastic film that
makes it stronger, safer and more
resistant to counterfeiters. The poly-
mer is considered more environmen-
tally friendly than paper bills since it
is expected to last much longer.

Burden of Health Care
State health insurance exchanges
created under the federal health care
law are in turmoil, but an analysis by
the Kaiser Family Foundation shows
that the share of employers offering
coverage remained steady this year,
as did premiums. But workers con-
tinue to pay an ever-greater share of
their medical bills and deductibles
are about 50 percent higher than
they were five years ago.

Free App Teaches Coding
Apple has released a free coding app
it developed for middle-school stu-
dents. Called Swift Playgrounds, the
app introduces basic computer pro-
gramming concepts, like sequencing
logic, by asking students to use word
commands to move cartoon avatars
through an animated world. The app
is free, but it requires an iPad.

Vitamin D for Asthma
Daily vitamin D supplements, rang-
ing from 400 to 4,000 units, lowered
the risk and severity of asthma

attacks, according to
a review of nine
clinical trials. The
risk of attacks re-
quiring medica-
tion fell by 37 per-

cent and attacks
requiring emer-
gency intervention

decreased by more than 60 percent.
The authors suggest that vitamin D
triggers antiviral and anti-inflamma-
tory responses that might decrease
the risk for lung infection.

What follows are the seven best
big-money questions to get people
to open up about the emotions that
wrap themselves around their per-
sonal finances. The focus here is on
family, feelings and the often un-
knowable future we have to plan for.

What lessons about money did
you learn from your parents?

I use this one since it can get at
self-imposed guilt. Are you deter-
mined to maintain a certain social
class or climb a rung up the ladder
because you’ll feel less successful in
your parents’ eyes if you don’t? Are
you unhappy in a white-collar ca-
reer because your parents worked
so hard to send you to college and
you can’t bring yourself to quit?

It’s crucial to be explicit about
how or whether your parents are
role models. What did they teach
you that has helped? And how, in
their silence about some aspects of
money, did they fail you?

What does the word “money” con-
jure up for you?

This bit of word association hit
home for Peg Eddy, a financial
planner in San Diego, when a client
responded “food.” The client’s moth-
er was an alcoholic, and their food
stamps ran out each month, so she
started working at age 11 and grew
up to be a successful academic. Be-
cause of that, it took a lot of work
before she was willing to spend
money on things she could easily
afford. Ms. Eddy described a sort
of victorious moment when she got
a call from the client asking her to
come outside and see her new car.

Other common responses to the
question include security, freedom,
reward and burden. One particu-
larly honest person answered Ms.
Eddy with the word “control.”

How many children would you like
to have when you retire?

Credit for this brain-twister goes
to Derek Tharp, a financial planner
in Cedar Rapids, Iowa, who said
he drew inspiration from the book
“Selfish Reasons to Have More
Kids,” by the economist Bryan Ca-
plan. Mr. Tharp said the younger
couples he counseled often thought
too hard about the financial cost of
children in the short term and the

amount of attention they needed.
He encourages them to consider
their future selves who will want
to improve the odds of being sur-
rounded by grandchildren.

How do you think your children
feel about that?

Sometimes, the people who call
Julie Ford, a financial planner in
New York, to help them are in
financial distress. If they have
children, Ms. Ford says she asks
them this question, knowing that
parental anxiety has most cer-
tainly rubbed off on the children as
well. “I also try to give them ideas
on how to involve kids in money
conversations,” she said. “If they
need to make big budget cuts or
vacations will look different going
forward, kids can handle it.”

Tell me about your financial sit-
uation when you first met.

When Ted S. Halpern, a finan-
cial planner in the Washington
suburbs, feels tension brewing
when he talks to couples, he hits
them with this storytelling oppor-
tunity. “It goes from a tighter face
to a glimmer in their eye,” he said.
“And they look at each other and
realize that, yes, they do still love
each other.”

One set of clients recalled their
first date in a Honda Civic with
a busted back seat. So he asked:
Imagine if I could have offered you a
deal back then where 20 years later,
you would be married with healthy
children and your own business
with your current income. Would
you have signed that contract?

“In blood,” the wife said.
People usually respond in the af-

firmative, Mr. Halpern said. And it
helps remind them they are arguing
over something they already have.

What are the most important
things in your life?

Kevin M. Reardon, a financial
planner in Pewaukee, Wis., has
tried a number of searching ques-
tions over the years, including
three that George Kinder, who
has trained many planners,
suggests. How would you
live your life differently if you
were secure financially? What
would you change if you knew you
had five to 10 years left to live? And
what would you regret if you knew
you would die tomorrow? Mr. Rear-
don eventually settled on this more
basic question.

“But if you get to the why and
what motivates someone, every-
thing else just fills in from there,”
he said. That means working back-
ward to set financial goals.

What does the prospect of retire-
ment look like to you?

Many of us thought we knew what
that word meant once, and perhaps
some still do. Financial indepen-
dence. Not having to work at a job to
survive. Travel. Twice Rick Kahler, a
financial planner in Rapid City, S.D.,
has heard the following answer: I
die. One client who said this, a physi-
cian, had some empirical proof since

all of his male relatives had dropped
dead within a year or two of the day
they stopped working.

Mr. Kahler says he helped bring
him around to a more optimistic
view: Retirement means doing
what I want, when I want, with
whom I want. Once we figure that
out, a successful retirement is just
a matter of filling in the activity cal-
endar and inviting others along.
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Seven questions that help
people talk about what
money means to them.
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For Older Workers, Trading In Stocks for Bonds Poses Risks
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