Retirement Income Planning
Diversify Income Sources to Support
Your Retirement Lifestyle

As you start to approach retirement, it’s
important to first define your retirement vision.
You’ve spent many years saving, investing, and planning for your future.
You’ll need to spend some time thinking about what you envision doing when you have
more time. This will help you create a thoughtful approach to how to spend your money
in retirement.

Then comes the fun part: enjoying the lifestyle you’ve been envisioning along the way.
Before you begin personalizing your retirement plan, there are several key challenges you need
to be aware of as you move from saving to living in retirement.

Let’s explore the five key challenges that could impact your retirement.
1. Longevity: Planning for a longer life
With quality-of-life enhancements and access to health care, among other improvements,
retirees are living longer. Because of this, you may need to plan for a longer retirement.
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*At least one surviving individual.
Source: Society of Actuaries RP-2014 Mortality Table projected with Mortality Improvement Scale MP-2021.
For illustrative purposes only.

2. Health Care Costs: Rising and unpredictable
Health care, and potentially long-term care, is expected to be one of your largest expenses
in retirement—and you need to plan for that. It is estimated that the average oppositegender couple will need $300,000 (after tax) in today’s dollars for medical expenses in
retirement.1 Below are estimates of where you are likely to spend your health care money.
Generics,
branded drugs,
specialty drugs

17%
44%

Medicare
Part B and Part D
premiums:
Doctor appointments
and hospital visits

39%

Other medical
expenses, including:
co-payments,
coinsurance,
and deductibles
for doctor and
hospital visits

$300,000
per average
65-year-old
oppositegender couple

Source: “How to plan for rising health care costs,” Fidelity Workplace Consulting, 2021.
1
For details used to estimate the $300,000 health cost, please refer to the back page.

RETIREMENT INCOME PLANNING

3

3. Inflation: Can erode your buying power
Imagine how inflation might affect the buying power of your money over time and what that
could mean for maintaining your lifestyle in retirement. Even a relatively low inflation rate
could have a significant impact on your buying power.

Bread (white, per pound)

Eggs (Grade A, large, per dozen)

Milk (whole, per gallon)

$3.74
$2.90
$1.79

$1.53
$1.01

2001

$0.93

2021

2001

2021

2001

2021

Source: United States Department of Labor, Bureau of Labor Statistics, www.bls.gov/charts/consumer-price-index
/consumer-price-index-average-price-data.htm (December 2021).
Note: Figures are based on national averages.

4. Market Volatility: Impact of declining markets
Market declines were disruptive during your working years, but you had an income source,
were still saving for retirement, and had time on your side. It’s important to understand
that market volatility will happen and staying the course may help ensure that you remain
on track.

Source: Fidelity Investments, December 31, 2021.
Past performance is no guarantee of future results.
The S&P 500® Index is a market capitalization–weighted index of 500 common stocks chosen for market size, liquidity, and
industry group representation. S&P and S&P 500 are registered service marks of Standard & Poor’s Financial Services LLC.
The CBOE Dow Jones Volatility Index is a key measure of market expectations of near-term volatility conveyed by S&P 500
stock index option prices. You cannot invest directly in an index.
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5. Withdrawals: Understand the importance of a sustainable spending rate
It’s important to remember that retirement can last a long time. How much you withdraw
and market conditions can have a dramatic impact on how long your money may last.
To better illustrate this, below is a hypothetical example highlighting the effect of market
conditions on various withdrawal percentages. We chose an economically challenging time
to retire from a market perspective, January 1972, to show how your withdrawal rate on top
of a bad sequence of returns can impact your portfolio in retirement.

Value of portfolio using different withdrawal rates: 1972–2007
Withdrawal rate assumptions (Withdrawals are inflation-adjusted)

$2,000,000

Value of Portfolio

$1,500,000

$1,000,000

4%

In January 1972, a 65-year-old
began withdrawing from a
“balanced” $500,000 portfolio.

With a 4% withdrawal
rate, there would be
enough growth in the
portfolio to withstand
these withdrawals
without running out
of money.

$500,000

$0

65

70

75

7%

With a 7%
withdrawal rate,
you would run
out of money
by age 77.

80

6%

85

With a 6%
withdrawal rate,
you would run
out of money
by age 81.

5%

90

95

100

Age

With a 5%
withdrawal rate,
you would run
out of money
by age 89.

Hypothetical value of assets held in a tax-deferred account after adjusting for monthly withdrawals and performance. Initial
investment of $500,000 invested in a portfolio of 50% stocks, 40% bonds, and 10% short-term investments. Hypothetical
illustration uses historical monthly performance, from Ibbotson Associates, for the 35-year period beginning January 1972:
stocks, bonds, and short-term investments are represented by the S&P 500® Index, U.S. intermediate-term government
bond, and U.S. 30-day T-bills, respectively. Initial withdrawal amount based on 1/12th of applicable withdrawal rate
multiplied by $500,000. Subsequent withdrawal amounts based on prior month’s amount adjusted by the actual monthly
change in the Consumer Price Index for that month. This chart is for illustrative purposes only and is not indicative of
any investment. Past performance is no guarantee of future results.
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The timing of distributions and market performance are critical considerations
which determine the quality of your retirement lifestyle.
No one can predict what the markets will do, and this becomes increasingly more important once
you start taking withdrawals from your savings. This is why we believe it’s important to have a
calculated plan for taking withdrawals in any type of market conditions.
The hypothetical examples below highlight the impact market conditions can have on your portfolio
while you are still accumulating for retirement versus taking withdrawals in retirement:

Sequence of returns may have no impact when accumulating assets.
The returns you experience: Both investors start and end with the same investment amounts

But sequence of returns may have enormous impact in retirement.

These hypothetical examples are for illustrative purposes only. It is not intended to predict or project investment results.
Your rate of return may be higher or lower than that shown above.
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Next, let’s discuss how a lifetime retirement plan
can help you realize your vision.
At Fidelity, we believe everyone should have a retirement income plan that incorporates a realistic
estimate of anticipated expenses and sources of income.
We can help you build a plan that:

1

Builds a solid foundation from your income sources by categorizing expenses

2

Maps income sources to expenses and identifies any gaps

3

Reviews asset allocation to identify growth opportunities and help combat inflation

4

Includes flexible options to plan for the unexpected

Your plan for generating income in retirement should begin with determining
how you will be spending your retirement years and how much it may cost.
To help you plan for the future, it’s useful to link your different income sources to specific categories
of anticipated expenses:

GUARANTEED
INCOME

INVESTMENT
INCOME

ESSENTIAL
EXPENSES

NON-NEGOTIABLE
THINGS THAT YOU
WANT TO MAKE
SURE ARE FUNDED

DISCRETIONARY
EXPENSES

OPTIONAL THINGS
THAT YOU COULD
LIVE WITHOUT
IF NEEDED
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Once you understand what types of expenses you’re likely to have in retirement, then you can start to
build a plan where your sources of income would work together to help provide:

GUARANTEES

to help your retirement
plan succeed.

What guaranteed sources
of income are you expecting
in retirement (e.g., pensions,
annuities)?

GUARANTEES

GROWTH
potential to
meet your
long‑term needs.
How are you investing
for growth potential
(e.g., stocks)?

GROWTH

FLEXIBILITY

FLEXIBILITY
to refine your plan
over time.

Why is flexibility
important to you?

Guarantees: We believe that essential expenses in retirement should be covered by reliable sources
of income, and to use your investment portfolio to cover discretionary expenses.
This approach will help you maintain your lifestyle no matter what happens in the markets or how
long you live.
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Growth: Part of your retirement income portfolio should be invested for growth, to help address
inflation risk and support a long retirement.
While the market provides growth potential over the long term, it will go up and down. As you near
retirement, you may want to consider diversifying your investment portfolio with income in mind.
By varying the mix of different types of assets in your portfolio, your investment strategy can strike a
balance between risk and reward. Keep in mind that while a conservative strategy can reduce risk, it
may cause you to miss out on the long-term potential of stocks. Similarly, while an aggressive strategy
can expose you to more dramatic potential growth, that potential also increases risk.

Target asset mixes
100%
30%

14%
6%

20%

21%

15%

10%
28%

5%
35%

5%
42%

35%

15%

25%

9%
50%

Short-Term

Conservative

50%

Moderate
with Income

45%

12%

Moderate

40%
15%

Balanced

18%

Growth with
Income

21%

49%

Growth

25%

30%

60%

70%

Aggressive
Growth

Most
Aggressive

Domestic
Domestic
Domestic
Stocks
Domestic
Stocks
Domestic
Stocks
Domestic
Stocks
Domestic
Stocks
Domestic
Stocks
Stocks
Stocks
Domestic
Stocks
Foreign
Foreign
Foreign
Stocks
Foreign
Stocks
Foreign
Stocks
Foreign
Stocks
Foreign
Stocks
Stocks
Foreign
Stocks
Stocks
Foreign
Stocks
Bonds
Bonds
Bonds
Bonds
Bonds
Bonds
Bonds
Bonds
Bonds
Short-Term
Short-Term
Short-Term
Short-Term
Short-Term
Short-Term
Short-Term
Short-Term
Short-Term

LOW RISK

HIGH RISK

Short-Term

Bonds

Domestic Stocks

Foreign Stocks

The purpose of the target asset mixes is to show how target asset mixes may be created with different risk and return characteristics to
help meet an investor’s goal. You should choose your own investments based on your particular objectives and situation. Remember,
you may change how your account is invested. Be sure to review your decisions periodically to make sure they are still consistent with
your goals. The asset allocation does not ensure a profit or guarantee against a loss.
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Flexibility: Your plan should align your income sources with your overall retirement vision.
It is important to combine income from multiple sources to create a diversified income stream in
retirement to:
 Help reduce some important key risks
 Adjust your strategy as your financial priorities change
 Take advantage of potential income growth

LIFETIME INCOME
Social Security,
pensions

Annuities with
guaranteed
lifetime income

INVESTMENT INCOME

COMBINED INCOME

Principal,
interest, dividends

Market
Volatility
Longevity
Inflation
Flexibility

Strong Alignment

Moderate Alignment

Note: The terms “moderate and “strong” above are intended to represent which product categories generally align with a desired
objective. The check marks do not, however, precisely represent the features and benefits of specific products. Certain features and
benefits are subject to product terms, exclusions, and limitations.
Annuity guarantees are subject to the claims-paying ability of the issuing insurance company.
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Create your retirement cash flow plan
We will work together with you to help you create a plan to support your lifestyle in retirement.

Assets

Fidelity’s Planning & Guidance Center is an interactive experience that can help you create a
comprehensive retirement plan to see if your savings are on track with your goals. You will be able
to monitor your progress, revise your plan, and explore how changes can impact your plan.

2025

2030

Lifetime Income

Fixed Annuity

2035

2040

Withdrawals From Savings

2045
Essential Expenses

2050

2055

Total Expenses

End of Plan

For illustrative purposes only.
IMPORTANT: The projections or other information generated by the Planning & Guidance Center’s Retirement Analysis
regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results,
and are not guarantees of future results. Your results may vary with each use and over time.

Seeing your hard work paying off through the years as you get closer to achieving your objectives
can keep you motivated and on track.

Next steps to help you with your path to retirement:
1 	Contact your Fidelity representative or call 800-544-2442 to discuss your vision
and help prepare for retirement.

2 	Visit Fidelity.com anytime to:
•	Explore educational videos and content
•	Create, review, monitor, and update your retirement income plan
•	Learn about different income options, including annuities, and how they could
fit into your plan
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This information is intended to be educational and is not tailored to the investment needs of any specific investor.

Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain
or lose money.
Details for the estimated $300,000 health care cost referenced on page 3
Estimate based on a hypothetical opposite-gender couple retiring in 2021, 65 years old, with life expectancies that align with Society of
Actuaries’ RP-2014 Healthy Annuitant rates projected with Mortality Improvements Scale MP-2020, as of 2021. Actual assets needed may be
more or less depending on actual health status, area of residence, and longevity. Estimate is net of taxes. The Fidelity Retiree Health Care Cost
Estimate assumes individuals do not have employer-provided retiree health care coverage, but do qualify for the federal government’s insurance
program, Original Medicare. The calculation takes into account cost-sharing provisions (such as deductibles and coinsurance) associated
with Medicare Part A and Part B (inpatient and outpatient medical insurance). It also considers Medicare Part D (prescription drug coverage)
premiums and out-of-pocket costs, as well as certain services excluded by Original Medicare. The estimate does not include other health-related
expenses, such as over-the-counter medications, most dental services, and long-term care.
Fidelity does not provide legal or tax advice. The information herein is general in nature and should not be considered legal or tax advice.
Consult an attorney or tax professional regarding your specific situation.

Fixed annuities available at Fidelity are issued by third-party insurance companies, which are not affiliated with
any Fidelity Investments company. These products are distributed by Fidelity Insurance Agency, Inc., and, for
certain products, by Fidelity Brokerage Services LLC, Member NYSE, SIPC. A contract’s financial guarantees are
solely the responsibility of and are subject to the claims-paying ability of the issuing insurance company.
Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2022 FMR LLC. All rights reserved.
728341.11.01.9866017.109

