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Retirees	Should	Have	Spending	Plans	
	

Without	such	strategies,	they	can	risk	going	through	their	savings	too	fast.	
	

Provided	by	Chris	Eller	

	

Every	day,	articles	appear	urging	people	to	save	for	retirement.	These	articles	are	so	prevalent	that	it	

may	seem	like	retirement	planning	is	entirely	about	getting	people	to	save.	

			

Actually,	retirement	planning	concerns	much	more	than	that.	It	has	another	aspect	well	worth	

discussing:	the	eventual	spending	of	all	of	that	money	that	has	been	accumulated.	

			

Too	few	Americans	coordinate	their	retirement	spending.	Earlier	this	year,	Ameriprise	asked	more	than	

1,300	savers	aged	55-75	if	they	had	a	drawdown	strategy	in	mind	for	the	future.	Nearly	two-thirds	of	the	

pre-retirees	surveyed	did	not.	A	third	of	the	retired	respondents	to	the	survey	also	lacked	spending	

plans.1	

			
In	retirement,	inattention	to	household	spending	can	have	serious	consequences.	A	newly	retired	
couple	can	travel	too	much,	eat	out	too	frequently,	and	live	it	up	to	such	a	degree	that	its	savings	can	be	

drawn	down	abruptly.	That	danger	is	heightened	if	a	couple’s	investments	start	to	perform	poorly.	A	

spending	plan	may	help	retirees	guard	against	this	kind	of	crisis.	

		

Another	case	occurs	when	a	retiree	household	becomes	overconfident	in	its	decently	performing	

portfolio	and	its	middling	level	of	savings.	A	decade	or	so	into	retirement	without	a	spending	plan,	that	

household	finds	its	investment	and	bank	accounts	dwindling	mysteriously	fast.	Sunday	brunches	give	

way	to	$3.99	bacon-and-egg	specials,	and	the	golf	clubs	stay	in	the	garage	all	year.	A	plan	for	drawing	

down	retirement	savings	in	moderation	when	retirement	starts	might	help	such	a	couple	maintain	its	

quality	of	life	longer.	

		

There	is	no	standardized	retirement	drawdown	strategy.	Each	retired	household	(and	its	retirement	

planner)	must	arrive	at	one	specific	to	its	savings,	investment	mix,	income	requirements,	and	age.		

		

There	are	some	basic	principles,	however,	that	may	help	in	configuring	the	spending	plan.	It	makes	

sense	for	many	retirees	to	tap	their	taxable	brokerage	accounts	as	a	first	step	in	a	drawdown	strategy.	

This	allows	assets	held	within	tax-advantaged	retirement	accounts	(such	as	IRAs)	more	time	to	grow	and	

compound.	By	doing	this,	a	retiree	can	effectively	realize	a	tax	break	–	money	coming	out	of	a	traditional	

IRA	is	taxed	as	regular	income,	whereas	long-term	capital	gains	are	taxed	between	zero	and	20%.1,2		

		

Of	course,	Roth	IRA	withdrawals	are	never	taxed,	provided	you	have	followed	IRS	rules.	That	brings	up	

another	factor	in	planning	retirement	spending	–	what	can	be	done	with	regard	to	asset	location	and	tax	

efficiency	before	retirement.2	

		

A	retiree	with	a	larger	traditional	IRA	may	want	to	consider	a	Roth	conversion	of	some	or	all	of	those	IRA		



	
	

This	material	was	prepared	by	MarketingPro,	Inc.,	and	does	not	necessarily	represent	the	views	of	the	presenting	party,	nor	their	affiliates.	This	information	
has	been	derived	from	sources	believed	to	be	accurate.	Please	note	-	investing	involves	risk,	and	past	performance	is	no	guarantee	of	future	results.	The	
publisher	is	not	engaged	in	rendering	legal,	accounting	or	other	professional	services.	If	assistance	is	needed,	the	reader	is	advised	to	engage	the	services	of	
a	competent	professional.	This	information	should	not	be	construed	as	investment,	tax	or	legal	advice	and	may	not	be	relied	on	for	the	purpose	of	avoiding	
any	Federal	tax	penalty.	This	is	neither	a	solicitation	nor	recommendation	to	purchase	or	sell	any	investment	or	insurance	product	or	service,	and	should	not	
be	relied	upon	as	such.	All	indices	are	unmanaged	and	are	not	illustrative	of	any	particular	investment.	
	
Investment	Centers	of	America,	Inc.	(ICA)	member	FINRA,	SIPC	and	a	Registered	Investment	Advisor	is	not	affiliated	with	First	State	Bank	or	Chris	Eller	First	
State	Investment	Services.	Securities,	advisory	services	and	insurance	products	offered	through	ICA	and	affiliated	agencies	are	*not	insured	by	the	FDIC	or	
any	other	Federal	Government	agency	*not	a	deposit	or	other	obligation	of,	or	guaranteed	by	any	bank	or	their	affiliates	*subject	to	risks	including	the	
possible	loss	of	principal	amount	invested.	ICA	does	not	provide	tax	or	legal	advice.	

assets	before	age	70.	In	the	fifties	or	sixties,	an	IRA	owner	may	be	at	or	near	peak	earnings,	so	handling	
the	tax	bite	that	comes	with	such	a	conversion	may	be	comparatively	easier	than	it	would	be	during	
retirement.	
		
Another	tactic	is	to	take	earlier,	voluntary	withdrawals	from	accounts	that	would	demand	Required	
Minimum	Withdrawals	(RMDs)	beginning	at	age	70½.	These	voluntary	withdrawals,	which	would	occur	
before	the	start	of	RMDs,	would	leave	an	IRA	owner	with	lower	RMDs	(and	less	taxable	income)	in	the	
future.	
		
Retirement	spending	should	never	be	treated	casually.	A	spending	strategy	may	play	a	crucial	role	in	
preserving	a	retired	household’s	quality	of	life.		
	
		
Chris	may	be	reached	at	815-539-3437	or	chris.eller@investmentcenters.com.		
www.chris-eller.com		
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