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The year that one’s retirement started

Money lasted 30-plus years Money lasted less than 30 years
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WHAT A DIFFERENCE 
A YEAR MAKES
An investor is retiring at age 65. They 
want their money to last until age 95+.1 
The investor has $1 million set aside to 
provide income during their retirement.

Investor Education

INVESTMENT PRODUCTS: NOT FDIC INSURED • NO BANK GUARANTEE • MAY LOSE VALUE

65-year-old with a $1 million portfolio invested in 80% equities /20% fixed income, withdrawing 5% each year, 
indexed to actual historical inflation†

 Past performance is no guarantee of future results. The equity allocation is represented by Ibbotson Associates Stocks, Bond, Bills and Inflation (SBBI) U.S. Large Stocks Index since 
1926. The fixed income allocation is represented by the Ibbotson Associates Stocks, Bond, Bills and Inflation (SBBI) Investment Grade Fixed Income securities Index since 1926. The historical 
inflation is represented by Ibbotson Associates Stocks, Bond, Bills and Inflation (SBBI) U.S. Inflation Index. These indexes are shown are unmanaged and not available to investors to invest in. 
Unmanaged index returns do not reflect any fees, expenses or sales charges. Sources: Morningstar, Legg Mason. 

†  The above example is hypothetical, based upon historical data, and provided for illustrative purposes only. The example does not represent any Legg Mason product or service. Individual 
investor results would have differed from those illustrated above. The hypothetical is constructed by multiplying the total returns of the respective proxies by 80% equities, 20% and 
withdrawing the inflation annually. The 7.5% yearly withdrawals reflect assumed 2.5% annual fees in addition to a 5% withdrawal. Withdrawals of taxable amounts are subject to ordinary 
income tax and, if taken prior to age 59 1/2, an additional 10% federal tax may apply.  

1 Source: Social Security Administration; updated January, 2017 (www.ssa.gov/planners/lifeexpectancy.htm). 

The following chart indicates what age the investor's money would 
have lasted until if they had started their retirement in any year 
since 1926. For example, retiring in 1974 would have allowed 
only 13 years of withdrawals. But retiring in 1975, just one year 
later, would have allowed for 30-plus years of withdrawals. When 
withdrawing income, market performance may make a difference, 
particularly when a decline is experienced early in retirement.
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2 The calculation methodology was based on dividing the 
difference of the individual years totals by the previous 
year’s amount. After the percentage difference was 
calculated, an average of the historical percentage changes 
(inflation average) was used to calculate forecasted years.

3 U.S. Bureau of Economic Analysis, Personal Consumption 
Expenditures: Chain-type Price Index [PCEPI], retrieved 
from FRED, Federal Reserve Bank of St. Louis; https://fred.
stlouisfed.org/series/PCEPI; January 30, 2017. 

4 Box Office Mojo. Adjusting for Ticket Price Inflation 2016 
(boxofficemojo.com/about/adjuster.htm).

5 U.S. Bureau of Labor Statistics, Consumer Price Index for 
All Urban Consumers: All Items [CPIAUCSL], retrieved 
from FRED, Federal Reserve Bank of St. Louis; https://fred.
stlouisfed.org/series/CPIAUCS; January 18, 2017.

6  U.S. Department of Commerce, Bureau of Economic 
Analysis: Auto and Truck Unit Sales, Production, Inventories, 
Expenditures, and Price (www.bea.gov).

7  U.S. Bureau of Labor Statistics. Consumer Price Index–
Average Price Data, Milk, whole, fortified. 

8  U.S. Census Bureau. Median and Average Sales Prices 
of New Homes Sold in United States (www.census.gov/
construction/nrs/pdf/uspricemon.pdf).

9  Trends in College Pricing, Average Tuition and Fees and Room 
and Board (Enrollment-Weighted) in Current Dollars, 1971–72 
to 2016–17. The College Board, collegeboard.org.

10 Social Security Administration. Monthly Statistical 
Snapshot, January 2017 (www.ssa.gov/policy/docs/
quickfacts/stat_snapshot/).

11 2020, 2030 and 2040 ratios projected by the Social Security 
Administration in 2017. 

 Any information, statement or opinion set forth herein is 
general in nature, is not directed to or based on the financial 
situation or needs of any particular investor, and does not 
constitute, and should not be construed as, investment 
advice, forecast of future events, a guarantee of future 
results, or a recommendation with respect to any particular 
security or investment strategy or type of retirement 
account. Investors seeking financial advice regarding the 
appropriateness of investing in any securities or investment 
strategies should consult their financial professional.

 © 2017 Legg Mason Investor Services, LLC, member FINRA, 
SIPC. Legg Mason Investor Services, LLC is a subsidiary  
of Legg Mason, Inc.  694177  LMFX307760   3/17

What should I know  
before investing?
All investments involve risk, 
including possible loss of principal. 
Equity investments generally provide 
an opportunity for more capital 
appreciation than fixed income 
investments, but they are subject  
to greater market fluctuations. Fixed 
income securities may be subject to 
extension risk, which is the risk that 
the issuer will repay their obligations 
more slowly than the market anticipates 
in the event market interest rates rise. 
Issuers also have the right to pay their 
payment obligations ahead of schedule 
in the event market interest rates fall, 
subjecting to prepayment risk.

The challenges of retirement
Withdrawal rates have a dramatic impact on how long a portfolio can last in 
retirement. The higher the withdrawal rate, the faster an investor will run out 
of money. Therefore, retirees who anticipate long payout periods may want to 
consider assuming lower withdrawal rates.

Social Security benefits are not enough
While Social Security benefits account for 44% of the average retiree’s monthly 
income, the current average monthly Social Security benefit payment is just 
$1,246,10 and this amount may decline in the future as the ratio of workers paying 
into the system to retirees collecting benefits continues to fall.

The effect of inflation on everyday costs ($)2

Year PCE3

Pair of 
movie 

tickets4 CPI5
New 
car6

Gallon  
of milk7

New 
home8

College 
(Public)9

College 
(Private)9

1975 100.00 4.10 100.00 4,951 1.54 42,525 1,646 3,416

2016 365.07 17.30 446.39 25,775 3.20 363,217 19,570 45,370

2041 833.48 40.48 1,156.54 71,683 10.74 1,397,322 89,005 221,139

Inflation average (%) 3.36 3.61 3.88 4.18 4.96 5.54 6.25 6.54

Age to which the portfolio may last, based on withdrawal rate

Inflation reduces your purchasing power
A dollar today will likely be worth less at retirement because of inflation. Since 
everyday items get more expensive over time, one would need to plan for future 
price increases when saving for retirement. 

© 2017 Morningstar. All Rights Reserved. The portfolio allocation (%) is made of 50% stocks, 40% bonds, 10% cash. The 
information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for 
any damages or losses arising from any use of this information. Stocks are represented by the Ibbotson® Large Company Stock 
Index. Bonds are represented by the five-year U.S. government bond, Treasury bills by the 30-day U.S. Treasury bill, inflation by 
the Consumer Price Index, and mutual fund expenses are from Morningstar. The data assume reinvestment of income and do not 
account for taxes or transaction costs. The portfolio assumes withdrawals by a person beginning at age 65. Past performance 
is no guarantee of future results. 

Source: The 2016 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability 
Insurance Trust Funds. Washington, D.C., June 22, 2016.

Withdrawing less will make funds last longer
In this example, a 65-year-old retiree withdrawing 
10% from his/her retirement funds depletes his/
her funds in nine years, at age 74. But a retiree 
withdrawing 5% makes his/her funds last 12 
additional years, until age 86.

Social Security: Ratio of covered workers to beneficiaries
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