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T R A N S C R I P T

Jim Armstrong: Hello and welcome to Market Sense. Thanks for joining us. I’m Jim Armstrong 
with Fidelity. 

We’re back from our Labor Day hiatus. Back to school is in full swing. My children are dealing 
with that fact just fine and the rest of us are dealing with the fact that 2021 is starting to wrap up, 
believe it or not. And because that’s about to happen, we’re thinking this could be a really good 
time to take stock of where we stand financially, especially when it comes to retirement. So, that’s 
exactly what we’ll be talking about today.

We’ll talk about Fidelity’s rule of thumb for gauging how much you need to retire regardless of 
how old you are right now and tweaks you can make before the end of this calendar year, again 
regardless of your age, to take full advantage of some of those tax advantage retirement accounts. 

And of course, we’ll look through all of it through the lens of what’s happening in the markets.

Speaking of fresh starts, we have a big welcome back for Leanna Devinney who has now settled 
into her role, for me to say, it sounded pretty easy, as a fulltime working mom. She’s just off 
maternity leave. We are psyched to have her back. She today will be talking about how she and 
her team of Fidelity representatives, you know, help people make decisions about their own 
financial plans.

And of course, we have Fidelity’s Jurrien Timmer with us as well today. His ongoing work focuses 
on taking a look at our economy’s big picture and using history to think about what’s to come. 

Leanna, Jurrien. Great. The team’s back together, everybody.
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Leanna Devinney: The team is back together. And you might not believe it, but with a newborn 
baby, I even tuned in on a few Tuesdays and I watched.

Jurrien Timmer: Now that is—that is loyalty. Welcome back, Leanna.

JIM: That’s dedication. Awesome. 

And Leanna also volunteered to share a couple of baby pictures with us of baby Isabelle so we’ll 
take a look at those at the end of the webcast. 

But first, let’s do the work. It’s Tuesday, September 14th. Jurrien, okay, so kids are back to school, 
end of the year’s coming. We know there’s been some sort of surprising news with the CPI, 
Consumer Price Index, a new labor report today. Sort of catch us up on what we need to know on 
what the markets are doing right now.

JURRIEN: Yeah, so, it’s been a couple of weeks of course and the markets are a few percent off 
their highs and that has a lot of people worried that we’re in that seasonal window, September, 
October. We all know that some of the worst declines in the history of the markets, whether it’s, 
you know, the crash of ‘87 and many other declines kind of happened in that August, September, 
October timeframe.

Of course, we have the Delta variant really being a major issue for—for, you know, for the 
population, although it hasn’t really led to many lockdowns at all in the economy. But we have the 
Fed which is about to start tapering its asset purchases, by which I mean reducing the number of 
bonds that it has been buying since the lockdown, so a year and a half ago. 

So, between that seasonal window, the Delta variant, and the Fed’s, you know, supposed tapering, 
the—you know, people are understandably a little worried that maybe after this huge run and the 
S&P is up 103% in eighteen months, which is, you know, not something you see every day or every 
year, so people are worried. 

But I always like to look at the big picture and to really kind of keep track of the long-term 
perspective. And so, even that seasonal pattern of September, October, and we think about, you 
know, the crash, and we think about these various declines. You look at this line here, the purple 
line, that is the seasonal pattern kind of over time, kind of fitted against where the market has 
been. And you can see that that pattern is really a bump in the road along the ever kind of upward 
march for the markets. That’s not to say that markets don’t correct. The stock market only goes 
up 60% of the time and that means 40% of the time, it doesn’t do what we want it to do. Even 
with that said, over the long term, the market tends to kind of march relentlessly upward and this 
purple line here of the seasonal pattern kind of shows that.
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And you know, just one other thing to remember. You know, we think of the big declines that 
happen this time of year sometimes, but even having said that, when you look at the probability 
of every week going back to, you know, a hundred years of whether the market is generally up 
or down in that week, in October and September, the worst week is only—is up, you know, 48% 
of the time. So, that’s only two percentage points less than 50%. So, even in the worst weeks, 
generally speaking, you know, the markets are okay. And so, this seasonal pattern that a lot of 
people are familiar with is kind of skewed by a couple of really bad episodes but it by no means 
suggests that every year around this time the markets are going to have a correction.

JIM: Thank you as always for bringing that context. That just helps us sort of take a bit of a deep 
breath as we look at the day-to-day headlines and realize sort of where they sit historically. So, 
thank you again for that.

Leanna, I want to bring you into the conversation now. As we mentioned, this is your first webcast 
with us since you’ve been back to work, but you’ve been back to work for a handful of weeks now, 
spending all of your time, again, working one on one with your team, working one on one with 
customers, and you—you know, you helped us sort of shape today’s theme of the webcast actually 
because you were hearing some recurring themes from customers saying they’re concerned 
given especially the context Jurrien was just setting up about the future of the markets, what their 
personal long-term retirement plans could look like.

LEANNA: Exactly. So, I’ve been back for three weeks now and my time with Isabelle, it really flew 
by. Everyone said, don’t blink, it goes by fast, and they certainly were correct. And it made me 
realize a little bit also as a financial planner, that kind of goes with retirement planning too. Don’t 
blink, everything goes by fast. 

So, my team, I sit in on a client meeting a day and a lot of clients have been coming in and asking 
if they can retire. Retirement has been top of mind for many.

So, a couple we met with last week, they came in asking if they can retire. They were in their late 
60’s. The husband had an analytical background and the wife works in the public school system. 
So, they felt they were on track to retire and they had healthy savings, but like many, they were 
unsure of the amount they needed to have saved. They asked what was the number and what did 
they need to support their lifestyle. 

So, like many, their largest concern was running out of money. So, we went over what’s called the 
10X rule. That’s a slide that we have here. And we looked at this rule in addition to diving into 
some scenario planning to look at their spending and saving.

JIM: Can you—sorry. I was going to say, can you talk a little bit more? I think that’s where you were 
going anyway. I wanted to make sure you were focused on that 10X rule, if you can.
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LEANNA: Yes. So, the 10X rule, we like to start here just as a general rule of thumb. So, Fidelity 
estimates that saving ten times or 10X your preretirement income by age 67, with some other 
steps that we’ll get into, should help ensure that you have enough income to maintain your 
lifestyle in retirement. 

So, to help you stay on track, there’s a bunch of goals here. So, age-based milestones that you can 
see along this line here, to aim to at least save 1X, one times your income by age thirty, 3X by forty, 
6X by fifty, 8X by sixty, and then we have that 10X by sixty-seven. 

So, when you do that math, the number can certainly seem intimidating. When I share that 
number with clients who are in their 30’s and 40’s, they say ten times? But that client in their 60’s, 
they had that. So, it’s a nice simple rule of thumb and it’s again, that gauge. But it is really based on 
your specific goals and time horizon.

So, I say that because another client I met with, they wanted to retire in their late 50’s. The 
pandemic had kind of changed their view of working until late 60’s and sixty-seven like we see. So, 
the 10X rule for 67 didn’t apply as much. We needed to adapt to his needs. So, just remember, 
they can serve as some nice goalposts to help you plan and make sure you’re saving enough for 
retirement.

JIM: No, that makes a ton of sense so thank you for bringing up a couple of those real-world 
examples for us there. 

You know, one thought sort of as we head into the end of the year for folks watching right now, 
if you’re looking for a tax efficient way to boost your savings, you could always consider maxing 
out contributions to a workplace savings account that you have, a 403(b) or a 401(k). For most 
folks, this calendar year, you can contribute up $19,500. If you’re fifty or older, you get a catchup 
contribution. You can do up $26,000 this year. And spread that out over your remaining paychecks 
in 2021. That could be a smart way to help you reach your goals.

With that said, Jurrien, I want to turn back to you because part of anyone’s long-term plan I think 
often involves building and maintaining a portfolio that’s, you know, sort of balanced in such a 
way that really meets your individual needs. And for a lot of folks, that 60/40 rule of thumb makes 
sense, an allocation of 60% stocks, 40% bonds. But I’ve heard you say in the past and I was hoping 
you could take more about it, that sort of paradigm is changing a little bit in today’s world.

JURRIEN: It is and it’s not. But it’s interesting, alright. So, this is a very busy chart but it’s one of my 
favorites and I’ve collected this data, you know, it’s going back to 1950, so it’s seventy years. But it 
shows what we consider risk on the horizontal axis. And risk really in the markets, we measure that 
as the volatility of the returns of each asset class that might be on the menu for us. And then the 
vertical axis shows the return, the annualized return. 
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And so, you can see, right, if you want absolutely no risk, you’re going to be on the lower left-hand 
side. You’re going to be in cash, T-bills, short-term bonds, et cetera. 

If you love risk, you’re going to be on the upper right-hand side. You’re going to be in emerging 
markets, small caps, maybe some commodities. 

But most people are going to be in somewhere in the left third. And you see that blue dot there, 
that’s 60/40. And you can see that 60/40, so 60% stocks, 40% bonds, is perfectly along that curve. 
And it’s kind of like Goldilocks; it’s not too much, not too little. You’re kind of enduring the volatility 
of 9% which means that a 60/40 portfolio can move up or down 9% in a year. Obviously, it can do 
more than that or less than that but that’s the average. And you’re getting historically a 9% return 
which is pretty good. And so, that is kind of the risk/reward tradeoff and some people are going to 
be more on 70/30, others are going to be more 50/50, or they’re going to have different things in 
the sixty, different things in the forty. 

But what’s interesting is that over time, you know, we’re in a unique environment right now where, 
you know, interest rates are very, very low, inflation has been on the rise. You mentioned the CPI 
earlier that was released today. And it actually came in much better than expected, so the year 
over year rate is 5.3, down one tenth. 

But you know, my historical work shows that if inflation were to advance in a structural way beyond 
kind of the transitory move that we see, you know, coming—stemming from the reopening of the 
economy and supply chain bottlenecks, et cetera, that if inflation were to become more structural, 
the forty doesn’t always protect you from the sixty.

And what’s interesting is that in this low interest rate environment, you know, I saw it put very 
well somewhere a few days ago saying, in the old days, you would own the forty and you would 
get paid to have the insurance against the sixty because yields would be much higher, right? You 
would get 5%, 7% on your bonds and you’d get the diversification. These days you actually kind 
of have to pay to get that insurance. I mean, nominal yields are positive, right. The Barclay’s AG is 
about 2%. But real rates are now negative.

So, the scope has changed but the diversification aspect has not. The forty is still negatively 
correlated to the sixty and so from that perspective, I think—I always start the conversation with 
kind of this model, if you will.

And I just wanted to say one other thing based on what Leanna was saying. You know, people 
are worried about where the markets are. They see the seasonal timeframe and, you know, and 
they’re looking at what they need to save over time. And it’s always something to remember that, 
you know, the stock market obviously has its warts, right, it only goes up 60% of the time. You can 
have really awful drawdowns like we saw a year and a half ago with the pandemic. But over time it 
does trend higher if you can wait long enough. 
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And you know, the decision to be in the market or not in the market may seem like a very simple 
one. If you’re investing, you say, you know, I can just get out for a moment and just kind of get my 
bearings and I can always go back in. But if you do that, you lose the compounding magic and 
the compounding is the entire basis of why we are invested like this in the 60/40, because it’s that 
compounding that overcomes the 40% of the time that the market goes against you. 

And if you step away from the markets, even if you nailed that high just perfectly, if you don’t get 
back in at the lows, which almost no one can, including myself, you’re going to lose out on that 
math and then you’re right to square one.

JIM: Absolutely. That risk versus reward dynamic or dichotomy there I think is the perfect setup to 
another sort of case study that you brought to our attention, Leanna. 

The couple who was meeting with your team kind of had a worst-case scenario experience. 
They were planning and the initial estimates actually had them running out of money when they 
reached their 80’s. Is that—do I have that right?

LEANNA: You do. So, when we did our planning analysis, it looked like they had a shortfall very 
late in retirement; they were in their late 80’s. Retiring at sixty, so twenty-plus years. 

But basically, what it means is that based on their spending and how they were invested today, 
their savings and investments dwindled down and it made it to their late 80’s, so a shortfall where 
really their only source of income left to pay for their lifestyle was collecting Social Security.

So, a big benefit of going through our analysis is we run these different scenarios. So, we took a 
look and said, well, what if we spent a little less? What if we had to change our budget? How does 
that impact our plan? 

Another big one was what if we change the way we were invested? So, this client felt that they 
needed to be more aggressive to try to avoid that shortfall. And I hear that a lot. Clients say, I need 
to be aggressive now. I need to play catchup. 

What we found though, actually, was taking on less risk allowed for the ability to stay invested, to 
Jurrien’s point. It can be a really hard decision to get back into the market. So, being allowed to 
stay invested has us navigate the market.

So, this slide here, you can see on the far left, it’s the most conservative, it’s all short-term. It’s cash. 
And then on the far right is all stock, most aggressive. 

So, on the right it can certainly be a good strategy when we’re younger or if you’re able to go 
through the bumps in the road, but generally speaking, as we’re nearing retirement, we talk about 
that power of diversification. If it’s a 60/40, a 50/50, meaning 50% stocks, 50% bonds. Especially 
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when you’re going to be needing to spend down your savings, you want to make sure that you’re 
well diversified.

Jurrien, anything you would add to that piece of it and that client?

JURRIEN: I think, you know, diversification, even though it may seem harder these days, because 
we—some people may not like either the stock side or the bond side, because stocks are at all-
time highs and bond yields are a bit more or less at all-time lows, diversification does work. And 
we just even look today at the stock market. You know, we have the large cap growers, you know, 
the FAANG stocks are just continuing to run away with the leadership. But on the other hand, if 
inflation is running a little hot and value stocks generally do well, and so you have to choose one 
or the other, not necessarily you can just be in a diversified equity portfolio and then have some 
diversification on the bond side as well. It doesn’t have to be all long bonds that carry duration 
risks. There can be tips. You know, if you think inflation is going to be higher than 2% over the 
next five years, well, the tips market is pricing in about 2.2% inflation. So, there’s an opportunity to 
express a view there.

So, there’s a lot of different dishes on the menu and together they can create a very well diversified 
portfolio that allows you to kind of achieve the goals while spreading out the risk.

JIM: Leanna, you’re also hearing a ton, sort of what Jurrien just alluded to there from customers, 
saying the market keeps hitting new highs, the market keeps getting higher, and there’s a sense, 
as you’ve expressed it, of people saying to you and your team, yikes, can this—can this continue? 
What do I need to do? Because it feels almost impossible to watch this growth keep happening. 
So, what do you say to those folks?

LEANNA: We’ve—I’ve heard it a lot just in the past three weeks of can the market really go higher? 
And there’s some overall skepticism of that, of the market’s performance.

So, Jurrien had said there’s been fifty-four all-time market highs just this year. And so, clients when 
they say that, we really talk about the fundamentals and the history of the market.

I remember hearing that even ten years ago, clients saying the same thing of can the market go 
high. So, we believe in that stocks follow earnings. And Jurrien, just on that, building off, I know 
you had some of the data behind it. I think everyone would be excited to hear.

JURRIEN: Yeah. So, I’ve been crunching these numbers for a long time and it is, you know, it is an 
understandable impulse to say, oh my God, the market just keeps on this relentless march and it’s 
got to end badly. People think about the dot com bubble in 2000. 

But it’s important, again, to take that step back. And you know, markets do get overbought, they 
do get oversold. There are times in history where, you know, it’s like it’s gotten way out of hand in 
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either direction. But those signals are pretty rare, right? They happen maybe every couple of years 
at the most.

Generally speaking, when the markets get a little overbought, yeah, maybe they go down 10%. 
Maybe we’re in the midst of a correction right now. That doesn’t mean we should completely 
overhaul our portfolio. Maybe rebalance. If you haven’t rebalanced in five years, yeah, probably a 
good time to rebalance. But if your portfolio was the right one a year ago, it’s still going to be the 
right one regardless of how many new all-time highs the market makes unless there are really sort 
of grotesque dislocations in the markets.

But you know, generally speaking, you want to see more all-time highs if you’re invested because 
it means the market’s trending higher. And mathematically that’s kind of how it works, right? If the 
market goes up over the long run, 10%, 11% per year, statistically speaking, over time it’s going to 
make new all-time highs a fairly consistent number of times.

And so, you know, again, it’s important to see the forest for the trees and in order to help that 
along, here’s a chart going back to 1900. And again, there have been big bear markets, a lot of 
declines, market goes down 40% of the time. The odds of a 10% correction are about one in two. 
But having said that, the market still, over the long run, delivers and it is really a compounding 
wonder that if you can stick through it long enough and you don’t succumb to the fight or flight 
impulses to get out every time the market goes against you—because it will—then the person 
who has the discipline and patience will ultimately win out, I think.

JIM: Encouraging news mixed with a bit of optimism. I’ll take it. What, by the way, is more 
optimistic than a baby? 

So, as promised, let’s check out—oh, look at that. Baby Isabelle. Sorry. You’re a new mom. Gosh. 
What do we need to know?

LEANNA: Thank you. She’s a sweetheart. She’s super smiley, a very happy baby we have been 
blessed with. And gosh, I’m looking at that and I’m thinking who is that baby? She already looks so 
much bigger. That was three months—three and a half months. She’s going to be five months in a 
couple weeks. So, she’s excellent and now she’s officially a part of the Fidelity family. So, thank you.

JURRIEN: Priceless.

JIM: Oh, she’s beautiful. Congratulations to you and your husband and your whole family. That’s 
great. Thanks for letting us share the pictures too. That’s awesome. 

Again, for our viewers, thanks for being with us today. Thanks for being part of our conversation. 
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Just a reminder, if you need help with your financial planning or you have got questions about 
how Fidelity can help, you can visit our website or download our app and certainly get some more 
answers to your questions that way. 

A huge thanks to Fidelity’s Jurrien Timmer and Leanna Devinney. Congratulations and welcome 
back to Leanna once again as well. And we hope to see everybody back here again next week.
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