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Four Metrics Every Retiree Should Know:

• Current Spending Amount: calculated via an endowment 
spending policy and held as part of a two year cash flow 
reserve. Breakdown to monthly budgeted amount.

• Current Spending Rate: calculated at the beginning of each 
year as annual spending from the portfolio divided by the 
current investment portfolio value.

• Income / Spending Ratio: how much of the annual spending 
amount is derived from a growing income stream comprised 
of dividend and interest income.

• Amount Spent Since Retirement Began: in addition to the 
current portfolio value.
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Cash Flow 
Reserve

Tax Efficient 
Withdrawals

Spending 
Policy

Diversification

Monitoring-
Current Spending 

Rate

Initial 
Withdrawal 

Rate
High & Growing 

Income

Overview - Retirement Income Process

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against 
investment losses.

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.
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Client Input:
• $1 Million Portfolio
• 30 Years
• 5% Initial Spending 

Rate
• No Legacy

Financial:
3% Inflation

= Annual Return:
5.70% net

Hypothetical Retirement Parameters

Monitoring the Current Spending Rate

The illustration is hypothetical and not intended to serve as a 
projection of the investment results of any investment.
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Source: Thornburg Investment Management

Year in Retirement
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The illustration is hypothetical and not intended to serve as a projection of the investment results of any investment.

Monitoring the Current Spending Rate
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Monitoring the Current Spending Rate

• Retired on January 1, 1973 and January 1, 2000

• 60% Equities and 40% Intermediate Term Gov’t Bonds (ITGB)

• Rebalanced Annually

• 5% Initial Spending Rate Indexed to Inflation

Source: Thornburg Investment Management

Two Distinctly Poor Eleven-Year Retirement Scenarios 

Analysis used Broad Equity Portfolio versus a Dividend Growers 
Portfolio.

Analysis based on the assumption that the Broad Equity Portfolio performed similarly to the S&P 500 Index and the Dividend Growers Portfolio 
performed similarly to the S&P 500 Dividend Aristocrats Index. Investors may not make direct investments into any index.

For illustration purposes only.
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9.00% / 6.37%15.68% / 6.91%S&P Top 100 Dividend Paying Stock 
Index – Nominal/Real

1973 – 1983 2000 – 2010

Annual Inflation Rate1 8.21% 2.47%

S&P 500 Index – Nominal/Real 8.07% / -0.12% 0.41% / -2.01%

Barclays ITGB Index – Nominal/Real 8.32% / 0.11% 5.59% / 3.05%

1Based on CPI-U
Individuals cannot invest directly into an index.
Nominal = nominal return which is the rate of return on an investment without adjusting for inflation. 
Real = real return which is the return after deducting the effect of inflation.

Sources: Barclays and Standard and Poors Past performance does not guarantee future results. 

Monitoring the Current Spending Rate
Two Distinctly Poor Eleven-Year Retirement Scenarios
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Monitoring the Current Spending Rate

Hypothetical January 1973 Retirement Date
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Source: Thornburg Investment Management

We’ve assumed the Equity Portfolio performed similarly to the S&P 500 Index and the Dividend Grower Portfolio performed similarly to the S&P Top 100 Dividend Paying Stock 
Index.
Investors may not make direct investments into any index.

For illustration purposes only.
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Monitoring the Current Spending Rate

Source: Thornburg Investment Management

Hypothetical January 2000 Retirement Date
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We’ve assumed the Equity Portfolio performed similarly to the S&P 500 Index and the Dividend Grower Portfolio performed similarly to the S&P Top 100 Dividend Paying Stock Index.
Investors may not make direct investments into any index.

For illustration purposes only.



This material is for financial advisors only. 
Not for distribution to the public.

11

• In The Presence of Taxes: Applications of After-Tax Asset 
Valuation – William Reichenstein, Ph.D., CFA®

• Roth’s, Tax Deferred (e.g. 401(k)) and Taxable Accounts

• Implications for Asset Location, Allocation and Withdrawal 
Strategies

• Tax Efficient Withdrawals Can Improved Retirement Portfolio 
Sustainability by 1 – 5 Years.

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Tax Efficient Withdrawal Strategies

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses
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• Assuming a 25% Future Tax Rate in Retirement, the Investor Owns 
75% of the Principal and Government Owns 25%.

• Purchasing Power - $1.00 in a TDA Has Same Future Purchasing 
Power as $.75 in Roth.

– Assume Both Double in Value, Worth $1.50 After Tax.

• AFTER TAX VALUE of TDA Grows Tax Free to Investor.

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Tax Efficient Withdrawal Strategies 

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®

Key Concept #1 - Treat Tax Deferred Account (TDA) 
Like a Partnership.
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Tax Efficient Withdrawal Strategies 

0%0%Roth

1-Current Tax 
Rates (CG or Ord)

0%

StocksBonds*

1-Current Tax 
Rates (Ord)

Taxable

0%TDA

Key Concept #2 - Taxable Accounts Least Tax Efficient

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®

* Assume taxable bonds
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1-Current Tax 
Rate (CG or Ord)

1-Current Tax 
Rate (CG or Ord)

100%Taxable

100%100%1- Future Tax 
Rate (Ord)TDA

100%100%100%Roth

Risk / LossesReturnPrincipal

Investor’s Share of Principal, Return & Risk

Tax Efficient Withdrawal Strategies 

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®
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Tax-managed equity funds / stocksTax inefficient stock funds

High dividend stock funds Hedge funds

Undeveloped real estateReal estate investment trusts

Assets with capital gain returnsBonds / interest bearing assets

TaxableRoth and TDA

Tax Efficient Withdrawal Strategies 

Implication #1 – Asset Location

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®
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$925,000 - Total$1,000,000 - Total

$600,000 in Stocks – Taxable$600,000 in Stocks – Taxable

65/35 Allocation60/40 Allocation

$225,000 in Bonds – TDA$300,000 in Bonds – TDA

$100,000 in Bonds – Roth$100,000 in Bonds – Roth

After-TaxPre-Tax

Tax Efficient Withdrawal Strategies 

Implication #2 – Asset Allocation

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®
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Tax Efficient Withdrawal Strategies

1. Required Minimum Distribution (RMD), when 
applicable, from TDA

2. Bonds and then stocks held in a Taxable Account

3. Stocks then bonds held in a Roth IRA

4. Stocks then bonds held in TDA

Implication #3 – Withdrawal Sequence- General Rule

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®
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Tax Efficient Withdrawal Strategies

• TDA - withdraw whenever in an unusually low tax 
bracket.

• Three years where taxable income might be low 
include:

• Before RMD’s Begin.

• Large Charitable Deductions.

• Large Deductible Medical Expenses. 

Implication #3– Withdrawal Sequence- Exceptions

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses.

Source: In The Presence of Taxes: Applications of After-Tax Asset Valuation – William Reichenstein, Ph.D., CFA®
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Tangible Investing in Retirement

We define tangible investing as an investment 
strategy that cultivates a substantial and 
growing cash flow via dividend and interest 
income. 

This can be an attractive solution for retirees 
who are trying to balance present income needs 
with future purchasing power. 

Following this strategy does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses
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Tangible Investing In Retirement

Following this strategy does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against investment losses
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Tangible Investing in Retirement
Dividend Yields by Country

Past performance does not guarantee future results.
As of December 31, 2010
Source: Factset, MSCI All Country Index.
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Tangible Investing in Retirement
Global Dividend Yields by Sector (2011E Dividend Yields),12/31/10

Past performance does not guarantee future results.
Sources: MSCI Country and Regional Indices sourced via Bloomberg, as of 12/31/10
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Components of Return and Standard Deviations, 2000-2010

Tangible Investing in Retirement

3.39%5.07%0.07%4.81%3.38%0.26%
Barclays 5-Yr Muni Bond 
Index

1.43%5.65%0.02%4.84%1.42%0.80%
Barclays 10-Yr Muni Bond 
Index

20.42%10.94%1.06%6.57%20.20%4.38%
S&P Global Dividend 
Opportunities Index

14.89%7.60%0.41%2.85%14.89%4.74%
S&P Dividend Aristocrats 
Index

16.41%0.43%0.19%1.83%16.40%-1.40%S&P 500 Index

STDEVReturnSTDEVReturnSTDEVReturn

TotalIncomePrice

Past performance does not guarantee future results.

Sources: S&P 500, Barclays, and calculated by Thornburg Investment Management.
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Tangible Investing in Retirement

Past performance does not guarantee future results.
Individuals cannot invest directly into an index.
Sources: S&P 500, Barclays, and calculated by Thornburg Investment Management.
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The 2000 Retiree Annual Review

• Hypothetical Retirement Began on 1/1/2000

• Asset Allocation: 
• 5% Muni Money Market Fund, 
• 5% 5-Year Barclays Municipal Bonds Index, 
• 25% Barclays 10-Year Municipal Bonds Index, 
• 15% Dividend Aristocrats Index, 
• 50% Global Dividend Opportunities Index

• Used Cash Flow Reserve, Rebalanced Annually

• 5% Initial Withdrawal Rate Grown at Inflation (CPI)
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The 2000 Retiree Annual Review
Hypothetical Income, Balance and Return Sheet

The illustration is hypothetical and not intended to serve as a projection of the investment results of any investment.
Source: Calculated by Thornburg Investment Management.

* Current spending rate is next year’s spending amount divided by the YE account value. 

Past performance does not guarantee future results.

4.02%4.09%5.49%3.80%4.94%Spend Rate* Yr

1,625,3811,573,3911,175,7711,593,4361,045,837YE Account Value

9.34%7.14%39.63%-27.30%16.89%9.80%CAR

Balance Sheet

112%114%109%142%131%91%Income / Spend 
Ratio

631,18364,33964,59762,23258,66050,000Budgeted Spending 

705,87473,19470,23788,06177,10845,467Total Income

495,42451,95353,41462,92154,96428,218Dividend Income

210,44921,24016,82225,13922,14317,249Interest Income

Income Statement

Since 
Retirement 

Began
20102009200820062000
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Cash Flow 
Reserve

Tax Efficient 
Withdrawals

Spending 
Policy

Diversification

Monitoring-
Current Spending 

Rate

Initial 
Withdrawal 

Rate
High & Growing 

Income

In Summary

Following these strategies does not assure or guarantee sustainability of a retirement portfolio, better performance, nor does it protect against 
investment losses.

The information given should not be considered tax advice.  Please consult your tax advisor for personal tax questions and concerns.
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ROAD OF
RETIREMENT

The Process of Managing 
Retirement Income
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Strategies for 
Building Real Wealth

www.thornburg.com

2300 North Ridgetop Road, Santa Fe, NM 87506, 1-800-847-0200

Thornburg Funds are distributed by 

Not FDIC Insured. May lose value. No bank guarantee.
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The Case for a High and Growing Dividend 
Stock Strategy in Retirement Portfolios

Recipient – IMCA’s 2009 
Stephen L. Kessler Writing Award
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Structuring Distribution Strategies for 
Retirees in a Bear Market

Honorable Distinction –IMCA’s 2010 
Stephen L. Kessler Writing Award
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Further Reference

• Retirement  Income Redesigned - Master Plans for 
Distribution – Edited by Harold Evensky & Deanna Katz

• Conserving Client Portfolios in Retirement –
by William P. Bengen, CFP®

• In the Presence of Taxes: Applications of After-tax 
Asset Valuations – William Reichenstein, PhD, CFA®
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President, Thornburg Securities Corporation
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Jack Gardner is the president of Thornburg Securities Corporation, distributor for 
the Thornburg family of mutual funds and a managing director of Thornburg 
Investment Management, the advisor. Jack has been involved in the investment 
advisory industry for over thirty years

Jack received the Certified Investment Management Analyst® (CIMA) designation 
from the Investment Management Consultants Association (IMCA). He is the 
author of the book How to Write an Investment Policy Statement and received 
IMCA’s 2009 Stephen L. Kessler Writing Award and 2010 Honorable Distinction 
for his Investments and Wealth Monitor articles, “The Case for a High and 
Growing Stock Dividend Strategy in Retirement Portfolios” and “Structuring 
Distribution Strategies for Retirees in a Bear Market”. Jack is a frequent speaker 
on topics including creating sustainable retirement portfolios for the distribution 
stage and fiduciary prudent practices. He is also on the Policy Board for the 
Investment Fiduciary Leadership Council. 

Jack holds a BS degree in Accounting from Stonehill College and an MS in 
Computer Information Systems from Bentley College.


