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Fundamentals of 
retirement income 
planning

Welcome to the Fundamentals of Retirement Income Planning workshop. Over the 
course of this presentation, we'll discuss different considerations and techniques for 
turning your savings into retirement income.
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Agenda

Approaching 
retirement

2 This information is intended to be educational and is not tailored to the investment needs of any specific investor.

Creating your 
retirement 

income plan

Getting started 
with Fidelity 
resources

Our goal today is to help you feel more confident and in control as you set about 
creating a plan that effectively transitions your retirement savings into retirement 
income.

I’ll start with an overview of our Agenda.

First, we’ll take an overall look at what it means for you to transition from saving for 
retirement to living in retirement in today’s world.

Then, we’ll talk about the considerations that are key to creating a successful 
retirement income plan.

Finally, we’ll talk about how you can get started building your plan today by accessing 
the tools and resources available.
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1 2 3
Have you started 
or completed 
a retirement 
income plan?

What have you 
done so far to 
prepare for 
retirement?

What is your 
experience with 
retirement income 
planning?

Common 
questions

Before we dive in, I’d like to pause and get a sense of what brought you here today.

• What have you done so far to prepare for retirement?
• What is your experience with retirement income planning?
• Have you started or completed a retirement income plan?
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Approaching retirement

^Fidelity

So, let’s get started.
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Where does a retirement income plan fit?

Your retirement income plan fits here

Saving for 
retirement

Age 20 30 40

Your savings plan fits here

Living in 
retirement

Approaching 
retirement

50 j 60 j 70 80 90

Your estate plan fits here

Now, where does your retirement income plan fit? To answer that question, it’s helpful 
to identify what a retirement income plan is not.

It’s not a savings plan for determining how much you need to save every month or 
every year, to achieve a particular amount for your nest egg.

It’s also not an estate plan. Among other things, an estate plan is where you’ve 
specifically directed how your remaining money and your assets and your property will 
pass to your heirs after your death.

Building your retirement income plan often begins in the years leading into your 
retirement age and may span 30 years or so.

Your plan will clearly show how your resources create cash flow and if that cash flow 
can last.

It’s important to note that this is not a set-it-and-forget-it exercise. Your retirement 
income plan is a living document. Because it extends over such a long timeframe, you 
will want to regularly review, revise, and maintain your plan.
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From saving for retirement to living in retirement

Are you hoping to make 
any large purchases?

When would you 
most like to retire?

Where do you 
want to live?

Do you want to 
continue working 
part-time?

What type of lifestyle 
do you envision 

for yourself?

Are there new interests 
you’d like to pursue?

As you approach retirement, it’s now time to envision the retirement lifestyle you want 
for yourself, assess what you have, and identify what you still need in order to get you 
there.

Though most people have a general idea of what they want their retirement years to 
be like, it’s important to take the time to stop and map out the specifics of your 
retirement vision.

Ask yourself the following questions:

• When would you most like to retire?
• What type of lifestyle do you envision for yourself?
• Where do you want to live?
• Do you want to continue working part-time?
• Are there new interests you’d like to pursue?
• Are you hoping to make any large purchases?

Answers to questions like these lay a foundation so you can more accurately predict 
the income you’ll need for your retirement years.
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What is a retirement income plan?

Retirement 
income plan
A detailed plan that 
can help you determine 
how to use your financial 
resources to generate 
cash flow to last the rest 
of your life.

Make your 
retirement 
savings last

Enjoy the 
retirement 

lifestyle you 
envisioned

Build a legacy 
for your family

Feel 
prepared for 

what's ahead

What exactly is a retirement income plan?

Well, at the most basic level, it’s a detailed report that shows you where and how your 
savings and resources are going to be spent throughout your retirement.

You might think of it as a map; some people think of it as a blueprint. Either way, it’s all 
about how you’ll spend your retirement savings in a measured way.

A retirement income plan can provide you with peace of mind as you navigate this time 
and this transition.

A retirement income plan can help you:

• Make sure your retirement savings last
• Match your retirement vision with your financial situation
• Build a legacy for your family
• Feel prepared for what’s ahead

This last benefit is invaluable. Having your financial information organized helps you 
clearly focus on your goals, and helps you see where the money will come from to pay 
for retirement. Having a retirement income plan offers peace of mind, knowing that 
you anticipated your needs and prepared for them; it’s really empowering.
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Five key risks

Keep these in mind as you prepare to 
create your retirement income plan

Medical
Taking into 
consideration 
rising medical 
costs

Withdrawals
Not taking out too 
much, too soon

Inflation
Not letting it eat 
away your savings’ 
purchasing power

Longevity
Making sure your 
plan covers the full 
length of your life

Allocation
Ensuring your plan 
can weather the 
changing markets

There are several financial and economic risk factors that a solid retirement income plan 
should address.

1. Withdrawals: As you create a retirement income plan, one of the most important things to 
focus on is a sustainable withdrawal rate. If you take out too much too soon, you could 
undercut all the work you've done to prepare for retirement.

2. Inflation: Inflation can eat away at the purchasing power of your money over time. 
Inflation affects your retirement income by increasing the future costs of goods and services, 
thereby reducing the future purchasing power of your income. Even a relatively low inflation 
rate can have a significant impact on a retiree's purchasing power.

3. Longevity: People are living longer and healthier lives, which makes it difficult to predict 
how long you're going to need to make assets last. You could be retired for as long as—or 
longer than—you were working.

4. Medical: Health care may be more expensive than you realize. The risk posed by uncovered 
health care expenses is so substantial that health insurance itself must be seen as a pillar of 
retirement security.

5. Asset Allocation and Market Risks: The market will always have cycles of highs and lows. 
But in retirement, managing through a down market can be more challenging. A retirement 
income plan needs to be designed to weather the market lows but also be positioned to 
potentially take advantage of recoveries as well.

Each of those 5 key risks can dramatically impact your retirement savings, but your retirement 
income plan is built to help protect against these risks.
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Why the 5 key risks are so important

Consider these 
risks while you 
build a steady 
and predictable 
income stream 
to replace your 
paycheck

We've looked at the five key risks: health care, inflation, withdrawal rate, 
longevity and asset allocation. All five of these risks intersect and combine, 
which can make it challenging to ensure that your money will last through 
retirement.

It may be helpful to think about the risks and their implications to your 
savings this way:

• Four of the five risks are market driven so you can't control them, but to 
some degree, you can control your withdrawal rate. All of the risks affect 
the value of your savings.

• You will need a steady stream of predictable income each month in 
retirement; you're creating something similar to a "paycheck" so that you 
can manage your monthly expenses.

• There are tools and resources to help you figure out what you may need for 
income.

It takes some time to get comfortable with moving from saving for retirement 
to spending in retirement. The first step is to build a retirement income plan 
now, to help you get a clear direction of where you're going.
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From saving for retirement to living in retirement

Saving

Ф

o

Ф

Spending

A retirement income plan can be particularly helpful as you navigate the shift from 
saving for retirement to living in retirement.

I want to take a moment here to recognize that this shift is a significant one. It can 
require quite a change in mindset when it comes to managing your money.

After decades of SAVING for retirement, you now need to start SPENDING your 
retirement savings.
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Creating your 
retirement income plan

^Fidelity

Now that you know what a retirement income plan is -let’s talk about the 
considerations that are key to creating a successful one.
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Identify your income sources and expenses

Income sources
• Predictable Income 

Sources (Social Security, 
Pension, and Annuities)

• Part-time Work
• Rental Property

Withdrawal sources
• Retirement Accounts 

(Traditional/Roth 401(k), 
403(b), IRA, etc.)

• Savings Accounts
• Brokerage Accounts
• Equity Compensation
• CDs

Expenses
• Essential Expenses
• Discretionary Expenses

Your retirement vision drives the creation of your retirement income plan.

Now, you can begin take inventory of your income sources, your withdrawal sources, and your 
expenses. This is an important step as this information will serve as the foundation of your 
plan. The more detailed you get with these inputs, the better and more effective your plan will 
be.

We’ll take a moment here to discuss each one.

• Income Sources: First, you have income sources. This includes any income you might make 
from part-time work that you transitioned to in retirement, as well as predictable income 
sources like Social Security, pensions, rental property, and annuities. You can think of these 
sources as your steady stream of predictable income.

• Withdrawal Sources: Next, you have withdrawal sources. These may be retirement 
accounts, savings accounts, or brokerage accounts. You may tap these sources as needed 
to help supplement your income.

• Expenses: Finally, you have expenses. There two main types of expenses you’ll want to 
factor into your plan:

• Essential expenses are the things you need to live (such as housing, food, health care, 
utilities, and other expenses you consider nonnegotiable). These are the bills you need 
to pay each month. Your health can be hard to plan for, but we can help you 
understand potential health care costs and how they could impact your retirement 
plan. Assume that you'll spend 15% of your monthly expenses on health care, but that 
figure will vary from person to person.

• Discretionary expenses are the things you would like to have (such as travel and 
hobbies). These are the types of expenses that enhance your retirement experience 
but may be considered nice-to-haves instead of must-haves. In your retirement years, 
this could mean travel expenses, a milestone anniversary party, or a wedding. Use your 
retirement vision to guide you here.
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When building a retirement income plan, it’s important to look at how much you've 
saved and how much you'll need, so you can build an income plan for cash flow 
designed to last.
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Sources

О

Expenses

Putting it all 
together Essential 

expenses gap

Essential 
expenses
Food, housing, health care, 
taxes, your other must-haves

Your 
retirement 
income plan

Discretionary 
expenses
Retirement nice-to-haves

Your remaining savings 
and investment income 

(Withdrawal Sources)

Predictable income
(Income Sources)

Social Security, pensions, 
fixed income annuities

Your personal savings 
(Withdrawal Sources)

Once you've taken inventory of your income sources, withdrawal sources, and 
expenses, it's time to start putting your plan together.

Here's what that might look like...

1. You'll use your predictable income to pay for essential expenses. This is a key part 
of creating your plan. We will dive into why we believe this approach is important a 
little later.

2. If your predictable income doesn't cover all of your essential expenses, you'll need 
to set up a withdrawal strategy to help pay those bills. You might need to turn to 
your personal savings.

• Some people take frequent withdrawals, every month or quarter. Others prefer to 
sell investments so that they have six or 12 months of cash. It's up to you to 
decide how you'll withdraw from your investments to meet your monthly 
expenses. It's important to note that there are tax implications to each of these 
decisions—you may consider consulting with a tax advisor.

3. Finally, you can use your remaining savings and any investment income to pay for 
any discretionary expenses.

You also might think about keeping some of those assets invested for growth potential, 
and overall, you might look at creating some flexibility in your plan. We'll discuss both 
of those in the next section.
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The building blocks 
of your plan

Growth potential
to meet your long-term goals

Predictable income
to cover your essential expenses

Flexibility
to adjust as your needs change

While there is no one-size-fits-all retirement plan, we do believe that a successful plan 
should consider 3 things: predictable income, growth potential, and flexibility.

1. Predictable income: When you create your plan, you'll want to make sure—first 
and foremost—that your day-to-day expenses are covered by predictable income 
sources.

2. Growth potential: Your plan should also incorporate growth potential to keep up 
with inflation, to address any gaps in income, and—most importantly—to meet 
your long-term goals.

3. Flexibility: You want a plan that can adapt to whatever life throws your way. Your 
plan should be flexible enough for you to adjust and refine over time, as your goals 
or lifestyle changes.

These are the building blocks of your plan. In this section, we’ll talk more about what 
each ones means and why it’s important.
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Predictable 
income

Identify your main sources 
of predictable income.

Understand the rules and 
limitations of each type.

Use predictable income to 
cover essential expenses.

15

The first building block is predictable income.

As you begin to build your plan, the first thing you will want to do is identify all your 
potential sources of predictable income.

There are 3 main sources of predictable income and each one has rules and limitations 
that you should know.

You can think of these combined sources of predictable income as your retirement 
salary. It’s the amount of income you can count on every month.
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Social Security Pensions Income annuities

What are the main sources of 
predictable income?

Your predictable income might include Social Security, pensions, and income annuities.
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17 Always consult

Social Security
Improve your pay-out by waiting to claim benefits

attorney who can help you by drafting the appropriate legal documents to

62

Permanently reduced benefit amount

63 64 65

si; uilit your particular need

Claim age

66

Is.

age

67

100%

68

108%

69

124%

70

% of 
benefit 
earned

Full 
retirement

Maximum benefit 
amount

an

We’ll start with Social Security. Social Security is a form of predictable income that’s 
funded by the government.

You’ll want to know how much you can expect from this important source of income 
before you claim your benefit. Use your Full Retirement Age as a starting point when 
considering your claiming strategy. For most of us, that’s between 66 and 67. If you 
claim earlier than that, your monthly payment will be permanently reduced by as much 
as 30%. But if you can wait until age 70, you get a boost in income of 8% per year.

Keep in mind that Social Security is designed to replace only about 40% of your wages, 
if you’ve earned average wages during your working years.

Additionally, married couples have more options when it comes to taking Social 
Security. Each member of a couple can claim at different dates and they may be eligible 
for spousal benefits. They may also have the option of claiming benefits based on their 
own work record or 50% of their spouse’s benefit. For couples with big differences in 
earnings, claiming the spousal benefit maybe be better than claiming on your own.

To get your own current estimates, you can visit the Social Security website at SSA.gov. 
This website will provide you with an estimated benefit that will solve for one of the 
building blocks in your plan.
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Optimizing your claiming strategy
Using our Social Security Benefit Calculator

Screenshots are for illustrative purposes only.

your spouse starts 
claiming individual 
benettof 
S2873Zmo

51,526,274 Θ
Estimated maximum lifetime benefit

Determine a Social Security claiming 
strategy that works best for your 
retirement plan

Compare estimated monthly & lifetime 
benefits across different claiming ages

Review individual, spousal and survivor 
benefits in various scenarios

See how waiting to claim may help you to 
maximize your monthly benefit

NetBenefits.com/socialsecurity

Claiming Strategy

You can also explore alternate claiming 
strategies at different ages. It's as easy as 
changing your claiming age

Social Security Benefit Calculator

You can use our Social Security Benefit Calculator to determine a claiming strategy that 
works best for your retirement plan.

• Compare estimated monthly and lifetime benefits across different claiming ages
• Review individual, spousal, and survivor benefits in various scenarios
• See how waiting to claim may help you to maximize your monthly benefit

For a personalized estimate, log-in to NetBenefits
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Pensions
What to keep in mind

The options you 
choose for your 
payouts make a 
difference

When you start to 
receive pension 
payouts influences 
your payout amount

Once you start 
payments, 
you're locked in

Eligible participants can generate an estimate of the Employees' Retirement Plan through 
the Duke@Work self-service website.

19

The second predictable income source is a pension.

Some of you may be getting a military pension, or a pension from the state or federal 
government.

But today, retirees are now more personally responsible for funding their own 
retirement.

If you do have a pension, there are a few important things to keep in mind.

The first is, the options you choose for your payouts make a difference.

If you're single, you could choose a single life payout option. If you're married or you 
have a partner, it's important to think about taking payments over both of your lives. 
That way, if you were the first to die, your spouse or partner can still receive some 
income.

The second thing to keep in mind is that when you start to receive pension payouts will 
influence your payout amount. You must generally satisfy age and years-of-service 
requirements to get the maximum benefit, so make sure you know the exact terms of 
your pension benefit.

Once you start payments, you're locked in.

Eligible Duke participants can generate an estimate of their Employees' Retirement 
Plan through Duke@Work self-service website.
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Guaranteed income annuities
Consider these annuities to help pay for essential expenses

Immediate income annuity1 Deferred income annuity2

Receive income each month 
for your lifetime

Often invest 2-10 years before 
needing the income

Payments remain the same 
regardless of market fluctuations

Start securing lifetime income 
early may require a lower 
upfront investment

1 In order to provide an income stream, there is no or limited access to assets.
2 Deferred i ncome annuity contracts a re irrevoca ble, have no cash surrender value, and no withdrawals are permitted prior to the i ncome start date.

20 Annuity guarantees are subject to the claims-paying ability of the issuing insurance company.

The third source of predictable income is guaranteed income annuities. Annuities are a different 
kind of retirement income source. They're insurance contracts. They are funded by you through 
an insurance company.

You take some of your money and buy a contract, and in turn, that insurance company makes 
regular payments to you.

How do you know if you should get an annuity? Well, it depends on your overall financial 
situation, your income options, and how much of your essential expenses you still need to cover.

While there are many different types of annuities, two types of income annuities are often 
considered to help you pay for essential expenses.

Immediate lifetime annuity: With a lump-sum investment, this type of annuity can provide 
you—or you and your spouse—with guaranteed income for the rest of your life, regardless of 
market conditions.

Deferred income annuity: With this type of annuity, you receive guaranteed income beginning 
on a date in the future that you choose—anywhere from 13 months to 40 years from your 
initial purchase date—in exchange for a lump-sum investment. By starting early, and taking 
advantage of the deferral period, you can generate the same amount of income as an 
immediate income annuity with a lower up-front investment.

Before buying an annuity, make sure you consider the provider, terms, conditions, features, and 
fees.
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Guaranteed Income Estimator
Estimate how much you could have every month with a guaranteed income 
annuity.
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там. roar ΜΜΜΟΜΙ ч«<ае рартчои 1o ’M
»«mórang poned Mamo«

Gwaranfaecl nitbdranala for »Dar tie. Income inc realai 
each »ear lor IM tøt 10 »aari o» «abi «ом «ил «л Mr «etu. 
wh-chever ш<М1 tøt Set mora

Guaranteed Income Estimator

This tool can help you:

• Compare your monthly income across several income annuity types and features.
• View your cumulative income over time.
• Learn more about creating and protecting your future income.
• Take the first step toward securing your income in retirement.
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О

Predictable Income
Social Security, pensions, 
fixed income annuities

Essential expenses
Food, housing, health care, 
taxes, your other must-haves

Align predictable income to essential expenses
Maintain your lifestyle regardless of market fluctuations

Now that we’ve covered all the different potential sources of predictable income, let’s 
talk about the role that they play in your retirement income plan.

Predictable sources of income should cover essential expenses in retirement, and your 
investment portfolio should be used to cover discretionary expenses. This approach 
can help you maintain your lifestyle no matter what happens in the markets or how 
long you live.
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Growth 
potential

Use investment income to fund 
discretionary spending.

Reassess your appetite for risk and 
adjust asset allocations.

Meet your long-term needs and 
keep up with inflation.

The next building block is growth potential.

Earlier, I mentioned that the shift from saving for retirement to living in retirement can 
require you to change your money mindset. That often means a change in your 
investment strategy, too!

As you build your income plan, it's important to include some investments with growth 
potential.

1. You can use investment income to fund your discretionary spending or your nice- 
to-haves. The reasoning behind this strategy is that if the market were to perform 
poorly, you could compensate by cutting back on some of these expenses.

2. Retirement is a good time to reassess your appetite for risk and find the asset 
allocation strategy that works for you.

3. Growth potential can help meet your long-term needs and keep up with inflation.
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Growth potential
Build an investment strategy and remain disciplined

Target asset mixes

5% 5%

100% 20%30%

Short-Term Conservative Moderate Moderate Balanced Growth with Growth Aggressive Most 
with Income Income Growth Aggressive

LOW RISK HIGH RISK

ф Short-term ф Bonds ф Domestic stocks ф Foreign stocks

The purpose of the ta rget asset mixes is to show how target asset mixes may be created with d ifferent risk and return cha racteristics to help meet an investor's goal. The four asset mixes a bove do 
not represent the full range of target asset mixes. You should choose your own i nvestments based on your particular objectives and situation. Remember, you may change how your account is 
invested. Be sure to review your decisions periodically to ma ke sure they are still consistent with your goals. These ta rget mixes were developed by Fidelity Investments. Asset a llocation does not 

24 ensure a profit or guarantee against a loss.

Investing for growth doesn’t have to be aggressive.

As you approach retirement, your risk tolerance often changes. As you near 
retirement, you may want to consider diversifying your investment portfolio.

An overly conservative strategy can result in missing out on the long-term potential of 
stocks, while an overly aggressive strategy can mean taking on undue risk during 
volatile markets.

Building a retirement income plan often requires a combination of the two.
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Combined impact of returns and withdrawals
The sequence of market returns you experience in 
retirement can affect your portfolio's value over time

SCENARIO 1

Robert

SCENARIO 2

Return sequence Portfolio value

Positive portfolio returns during 
early years, negative returns later on

Age 40 Age 64

Portfolio grows throughout 
retirement, even with ongoing 

withdrawals

65 67 69 71 73 75 77 79 81 83 85 87 89

Negative portfolio returns during 
early years, positive returns later on

Age 40 Age 64

Portfolio is depleted throughout 
retirement, along with ongoing 

withdrawals

65 67 69 71 73 75 77 79 81 83 85 87 89

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.

The sequence of market returns you experience in retirement can have a big impact on your 
portfolio’s value overtime, and the quality of your retirement lifestyle.

However, a risk to your financial well-being is magnified as you transition to retirement and 
start taking withdrawals. Without careful risk mitigation, the specific market that you retire 
into can have a significant impact on the quality of your retirement from an income 
perspective.

• For example, Robert, our investor, starts with the same investment amount during the 
accumulation phase and ends with the same amount, but in 2 different scenarios.

• The difference is when he receives positive and negative returns.
• In scenario 1, Robert experiences positive returns during the early year and negative returns 

later.
• While in scenario 2, he experiences the exact same returns as scenario 1, but in reverse 

order, with the negative returns early and positive returns later.

So how is Robert’s retirement impacted in each scenario?

Even though the initial investment amount and ongoing withdrawals are the same for in both, 
the portfolio value over time is dramatically different depending on the sequence of returns.

• In scenario 1, the positive returns Robert experiences early on help his portfolio grow 
throughout retirement, even with ongoing withdrawals.

• Unfortunately, in scenario 2, the negative returns he experiences in the early years, along 
with taking withdrawals, depletes his portfolio dramatically.

No one can predict what the markets will do. But if your account balance drops, the amount of 
income you can withdraw should go down as well. However, many retirees find it difficult to 
modify their spending after becoming accustomed to a certain lifestyle. They don’t feel they 
should have to give up things they want to do simply because the market isn’t cooperating.

That’s why having a plan in place to help manage market volatility can make a difference when 
planning for a retirement that could last 20 to 30 years, or even longer.
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Impact of different withdrawal rates
Choosing a rate that helps your money last longer

$5,000,000.00

$500,000.00

$50,000.00

$5,000.00

5%

4%

10% 9% 8% 7% 6%

A couple, both age 
65, would have run 
out of money at age 
82 if they had 
withdrawn 6%, 
adjusted upwards for 
inflation each year.

1972 1974 1976 1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008

hypothetical 100.0%
Couple

. zi-v at age 65(Both Age 65)* g
99.7% 98.4%
at age 70 at age 75

94.8% 862% 67.9% 39.1%
at age 80 at age 85 at age 90 at age 95

’Hypothetical value of assets held in an untaxed account after adjusting for mo nthLy inflation-adjusted withdrawals and performance. Initial investme nt 
of $500,000 invested in a portfolio of 50% stocks, 40% bonds, and 10% short-term investments. Hypothetical illustration uses historical monthly 
performance, from Morningstar, 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-d ay T-bills, respectively. Initia l withd rawal amount based on 1/1 2th of applicable 
withd rawa l rate multiplied by $500,000. Subsequent withd rawal amounts based on prior month's amount adjusted by the actual mo nthly change in the 
Consumer Price Index for that mo nth. This chart is for illustrative purposes only and is not indicative of any investment. Past performance is no 
guarantee of future results.

This graph shows the impact that a range of inflation-adjusted withdrawal rates would have 
had on a $500k portfolio of 50% stocks, 40% bonds and 10% short-term investments, starting 
in 1972. This period was chosen because during that time, double-digit inflation and declining 
markets created one of the worst moments to retire - unless one withdrew assets at a prudent 
rate.

It’s important to pick a withdrawal rate that will help you avoid taking out too much too soon. 
To calculate your withdrawal amounts, consider taking 4% of the beginning portfolio 
balance. In each subsequent year, increase the previous year’s withdrawal amount by the rate 
of inflation. This graph shows how long your money may last, depending on your asset level 
and how aggressively you draw down your savings in retirement.

As you can see in this hypothetical example of a couple aged 65 at retirement, the 4% 
inflation-adjusted withdrawal rate would not only have preserved savings, but also allowed 
them to grow - while the 6% inflation-adjusted withdrawal rate would have depleted the 
savings by the time they’re 82. The initial pool of $500,000 would have been exhausted by this 
point. The graph also shows that there’s more than a 90% probability of having one member 
survive to see those assets completely drained away.

Keep in mind that statistics indicate Americans are living longer, so you should plan your 
withdrawal rate to make your savings last.
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Withdrawal rate example
Factoring in annual required minimum distribution (RMD)

4% withdrawal rate

$500,000 x 4%
= $20,000

IRS-required minimum 
ЩЩ distribution (RMD)

$500,000 - 26.5
= $18,868

$20,000
Susan

$500k 
in retirement savings

Annual withdrawal 
amount must 
meet/exceed RMD

$18,868

The change in the RMDs age requirement from 72 to 73 applies only to individuals who turn 73 on or after January 1, 2023. After you reach age 73, the IRS 
generally requires you to withdraw an RMD annually from your tax-advantaged retirement accounts (excluding Roth IRAs, and Roth accounts in employer 
retirement plans accounts after December 31, 2023). Please speak with your tax advisor regarding the impact of this change on future RMDs.

Now let's review a hypothetical withdrawal example using a target withdrawal rate of 
4%.

Susan is retired and has $500,000 in retirement savings. By withdrawing at a rate of 
4%, she would receive $20,000 in income this year.

There is also another important factor for Susan to consider - her age. If during the 
calendar year Susan turns 73, she must take an annual required minimum distribution, 
or RMD. RMDs are established by the IRS to ensure anyone over the age of 73 pays 
taxes on their tax-deferred retirement savings each year. Examples of tax-deferred 
savings include traditional IRAs and workplace savings.

If Susan is turning 73 this year, she would need to ensure she withdrew enough to 
cover the amount of her annual RMD, or she could be penalized by the IRS.

By reviewing the IRS Uniform Lifetime Table used to calculate annual RMDs, Susan can 
see that someone age 73 needs to use a divisor of 26.5. Susan would use her 
December 31 balance of the previous year, $500,000, and divide it by the divisor of 
26.5.

Based on this example, Susan would need to take at least $18,868 from her tax- 
deferred retirement savings this year to satisfy her annual RMD. If she is planning on 
taking out the $20,000 referenced at the beginning of this example, her RMD would be 
satisfied for this year, because she is taking out more than what is required by the IRS.
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Flexibility

Create a plan that can adapt to 
life's inevitable curveballs.

Prepare for the unexpected with 
flexible spending.

Review and adjust your plan as 
your priorities change.

The last building block we’ll discuss in this section is flexibility and how you build it into 
your retirement income plan.

So, what do we mean when we say, "flexibility"?

Unplanned expenses will continue to crop up throughout your retirement, and even 
the best-laid retirement income plan might be tested from time to time.

It’s important that you create a plan flexible enough to adapt to life’s curveballs.

This flexible spending will help you prepare for the unexpected as best you can and 
adjust your plan as priorities change.
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29

Build flexibility into your plan

Prepare for the unexpected

Understand the 
need for trade-offs

Save for 
nonessentials

Sell investments 
if needed

Create an 
emergency fund

Planning for flexibility is the trickier part of creating your own retirement income.

But let’s keep in mind that you already have your essential expenses covered with your 
predictable sources of income, and a strategy in place to cover any gaps.

To plan for flexibility, you should set aside a reasonable amount of money for your 
emergency fund. You’ve had to take on emergencies your entire working life, and you 
should be prepared to face this during your retirement years as well.

This fund should be separate from the savings account you have set aside for your 
nonessential expenses.

You should also understand that even with these savings set aside, there will be a need 
for trade-offs.

Let’s say you’ve run into a situation, or an opportunity, like taking a last-minute 
vacation or supporting an aging parent, that will cost more than you planned, and it 
puts you well over your target withdrawal rate.

You have to decide if you’re going to spend this extra money for a great opportunity or 
not. If so, you may have to sell some of your investments earlier than you’d planned to 
create cash flow.
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Potential income 
strategies

Using other income 
before claiming 
Social Security

Taking systematic 
withdrawals

% Living off earnings 
and interest

The best strategy for you 
will depend on your goals 

and financial situation

There are different strategies you could use to create income in retirement. The 
strategy you choose will depend on your goals and financial situation.

Chances are, you won’t rely on any one strategy. Instead, you’ll probably want to mix 
and match key components to generate income appropriate for your lifestyle, needs, 
and goals.

Some different approaches you might pursue include taking income on a regular basis, 
living off the earnings and interest of what you've accumulated, and using other 
income sources before you tap into Social Security.
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Managing your tax situation

It’s important that you 
understand how benefits 

and income are taxed
nun

Ęšt Estimate your tax bracket

Reduce taxes and save more

Adjust your taxable and 
non-taxable investment mix

Choose how much to put in 
each investment

Consult with a tax advisor

Now let's briefly discuss the impact taxes can have on your retirement income.

Different sources of income may be taxed at different rates. It's important to create an 
efficient portfolio of investments so you can dedicate the smallest amount of your 
assets to generating the income you need, while also reducing taxes.

As you receive benefits such as a pension, Social Security, and other predictable 
income, it's important to understand how they're taxed and where you will be within 
the tax brackets.

Some accounts, such as Roth IRAs and Health Savings Accounts, can provide tax-free 
income if these are qualified distributions, while others, such as withdrawals from 
Traditional IRAs and retirement plans, may be taxed as regular income.

Estimating your tax bracket in retirement can help you reduce taxes and retain more of 
what you earn, help you adjust your mix of taxable and nontaxable investments, and 
help determine how much you may want to invest in various accounts.

We recognize that understanding tax topics can be difficult. Consult with a tax advisor.
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Benefits of Estate Planning

Control the 
distribution 

of assets

Preserve 
an estate

Protect family 
privacy and 

avoid probate

Prepare for 
incapacity

Choose a person 
or entity to 
manage assets

Plan for 
liquidity

Reduce or 
eliminate 
estate taxes

Always consult an attorney who can help you by drafting the appropriate legal documents to suit your particular needs.

Why have an estate plan? Everyone has a unique situation; you will need to consider 
your individual family, goals, and concerns. Benefits of estate planning can include:

• Choosing which person or entity will manage your assets
• Planning for liquidity - having access to cash when you need it
• Reducing or potentially eliminating estate taxes
• Planning for incapacity
• Protecting your family and privacy and avoiding probate
• Preserving your estate
• Controlling the distribution of assets
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What's inclu ded in an “estate”?

purposes
Generally, an estate is any assets owned or controlled, including:

• Real estate holdings

• Retirement plans

Annuities

Any share of joint interests

Life insurance policies

Business interests

Digital assets

• Cash and investments 
(stocks, bonds, CDs, bank 
accounts)

For estate and/or 
inheritance tax

• Tangible personal 
property

• Interests in certain kinds 
of trusts

So, what is considered an estate?

• The best way to define what an estate is, is to define what’s in it. You may be surprised to 
find out what the government considers part of a “taxable estate.” Generally, a taxable 
estate includes any real estate, like primary and vacation homes, depending on how 
they’re titled, and any personal property, like cars, boats, jewelry, coins, art, and other 
collections owned by a decedent.

• A taxable estate also generally includes a decedent’s cash and investments—for example, 
money accumulated in mutual funds and brokerage accounts. In addition, it includes 
savings in any retirement plans, like a 401(k) or 403(b), IRAs, and annuities. It also includes 
life insurance death benefits on any insurance policies owned by a decedent or over which 
the decedent could exercise control (for example, by changing the beneficiary), which for 
some people makes up a large portion of their estate.

• And in addition to any of the assets owned individually, a taxable estate generally includes 
the share of any property owned jointly with others. If a decedent has beneficial interests 
in trusts created for the decedent's benefit, whether created by the decedent or by 
others, some or all of the value in such trusts may be treated as part of an estate, 
depending on how much “control” the decedent had over the trust under very technical 
and complicated definitions of “control.”

• Your tax advisor or attorney can help you assess your situation.
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Howiassets pass after death

By Contract By Law By Trust By Probate

To beneficiaries

Determined by 
beneficiary designation 
for a specific 
asset/account
• Life insurance/annuities
• Retirement plans

Transfer-on-death/ 
payable-on-death 
registrations

To surviving owners

Joint tenancy
• With rights of survivorship
• By the entirety (e.g., 

real estate, joint bank 
accounts)

To trust beneficiaries

Determined by a trust 
agreement
• Trust accounts
• Real property registered 

to trust
• Personal property 

registered to trust

To heirs named in a will 
or by intestacy laws

Takes time, expensive, 
easier to contest, 
public record

May be subject to 
probate in more than one 
state if you own real 
estate in a state other 
than your state 
of residence

Assets can be distributed in several different ways when someone dies.

• The first way you see here is by contract. This includes beneficiaries designated on an 
account or a "transfer-on-death" registration. Assets held in IRAs, 401(k)s, life insurance, 
or annuities usually pass to the designated beneficiaries and, therefore, fall into this 
category.

• It’s important that you keep beneficiary designations up to date. Births, deaths, 
marriages, and divorces are all major life events that may trigger necessary beneficiary 
changes. Keep in mind that a trust or qualified charity may be named as a beneficiary, 
which may provide more control over the transfer of these assets.

• Overall, it’s imperative to integrate beneficiary designations with retirement and estate 
plans so that all beneficiary designations are in synch with your wishes.

• The second way assets are distributed is by law. Assets that are registered as "joint 
tenants with rights of survivorship" or "tenancy by the entirety" pass to the surviving 
joint tenants. This may include real estate or jointly held bank or investment accounts.

• The third way shown is by trust. Assets held in a trust are distributed according to the 
terms of the trust document. The trust document includes the provisions by which the 
assets will pass to the trust’s beneficiaries.

• And, of course, assets can be distributed according to a will. This is the most common 
estate planning document. If you die without a will, any assets not passed to the 
deceased’s heirs in other ways will be passed according to your state's intestacy laws. 
These laws vary from state to state, and these laws may not be in accordance with what 
you would have wanted. ^Fidelity34



Key legal documents

Last Will and Testament
Effective 
at death

Trusts

Power of Attorney for Financial Decisions

Effective 
during 

lifetime
Health Care Documents
• Power of Attorney / Health Care Proxy

• Living Will
• Medical Directives
• HIPAA Form

There are several hard-working elements common to many sound estate plans.

• Wills are the most basic of estate planning documents. A will can establish your wishes 
and give directions on how they should be followed after your death.

• Trusts are established to help organize and implement the way assets will pass to 
designated beneficiaries.

• Powers of Attorney authorize someone to act on behalf of another. The person/entity 
who is given the power can be given the authority to exercise control and management 
over assets for the benefit of another.

• A living will can state a person’s wishes regarding the use of life support procedures 
should that person become incapacitated...while a health care proxy names the individual 
who has authority to make terminal and non-terminal medical decisions for another if a 
person is unable to make those decisions. A health care proxy is usually executed as a 
supplement to a living will. Please note that state laws differ with respect to the form and 
enforceability of these documents. You should consult your attorney as to your state's 
laws.

Organize properly updated documents that can provide legal authority to others to help 
manage financial assets and medical decisions on your behalf if you are mentally or 
physically unable. It is important to store your important documents related to your estate 
in a safe place where they will be easily available. Also, make sure to tell your named 
executor or trusted family members where these documents are located.
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Resources

^Fidelity

Finally, we’ll discuss how Fidelity’s resources can help you get started.
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Approaching 
retirement

Getting started 
with fidelity 
resources

Creating your 
retirement 

income plan

In review

37

Today, we’ve talked through your coming transition to retirement, what makes up a 
successful retirement income plan, and how to get started creating—or improving— 
your retirement income plan today.

The goal is for you to have a plan in place that makes you feel secure and confident as 
you prepare to make the move from saving to living.
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Retirement Decision Guide

Screenshots are for illustrative purposes

A digital educational tool designed to 
guide and help you make informed 
decisions as you prepare for and transition 
into retirement, enabling you to:

Generate a pathway to retirement based 
on decisions most important to you

Access educational information and tools 
on priority topics including social security, 
investment strategy, healthcare, cashflow, 
and estate planning

Feel more confident and supported as you 
transition to retirement

NetBenefits.com/retirementdecisionguide

only.

Retirement Decision Guide

The Retirement Decision Guide is a new digital tool on NetBenefits, and it can be a 
great place to get started on your transition to retirement. It's designed to guide you 
and help you make informed decisions as you prepare for the transition into 
retirement. Based on how you answer certain retirement related questions, it will 
generate a prioritized list of items to help you think about a plan for your retirement.
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Take action

Social Security benefit 
calculator
Determine a Social Security claiming 
strategy that works best for your 
retirement plan

NetBenefits.com/
socialsecurity

Alan Collins Yvette Mills Chris Mann

Retirement decision 
guide
Make informed decisions as you 
prepare for and transition 
into retirement

NetBenefits.com/
retirementdecisionguide

Call your plan’s financial 
representatives 
800-642-7131

39

Next steps

So now it’s time for you to think about your plan for retirement income.

If you still have any questions, or would like some additional help to do all of this in the 
way that works for you, you can call your plan’s workplace financial consultants to set 
up an appointment at 800-642-7131 or explore some of Fidelity’s tools online.
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Thank you!

Thank you
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Appendix

^Fidelity

Here are a few additional retirement-planning scenarios to consider in addition to the 
withdrawal rate example shared earlier in the presentation.
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Susan

$250k
in retirement savings

Withdrawal rate example
Factoring in annual required minimum distribution (RMD)

4% withdrawal rate

$250,000 x 4%
= $10,000

$10,000
Annual withdrawal 
amount must 
meet/exceed RMD

IRS-required minimum 
ЩЩ distribution (RMD)

$250,000 - 26.5
= $9,434

$9,434

The change in the RMDs age requirement from 72 to 73 applies only to individuals who turn 73 on or after January 1, 2023. After you reach age 73, the IRS 
generally requires you to withdraw an RMD annually from your tax-advantaged retirement accounts (excluding Roth IRAs, and Roth accounts in employer 
retirement plans accounts after December 31, 2023). Please speak with your tax advisor regarding the impact of this change on future RMDs.

Now let's review a hypothetical withdrawal example using a target withdrawal rate of 
4%.

Susan is retired and has $250,000 in retirement savings. By withdrawing at a rate of 
4%, she would receive $10,000 in income this year.

There is also another important factor for Susan to consider - her age. If during the 
calendar year Susan turns 73, she must take an annual required minimum distribution, 
or RMD. RMDs are established by the IRS to ensure anyone over the age of 73 pays 
taxes on their tax-deferred retirement savings each year. Examples of tax-deferred 
savings include traditional IRAs and workplace savings.

If Susan is turning 73 this year, she would need to ensure she withdrew enough to 
cover the amount of her annual RMD, or she could be penalized by the IRS.

By reviewing the IRS Uniform Lifetime Table used to calculate annual RMDs, Susan can 
see that someone age 73 needs to use a divisor of 26.5. Susan would use her 
December 31 balance of the previous year, $250,000, and divide it by the divisor of 
26.5.

Based on this example, Susan would need to take at least $9,434 from her tax-deferred 
retirement savings this year to satisfy her annual RMD. If she is planning on taking out 
the $10,000 referenced at the beginning of this example, her RMD would be satisfied 
for this year, because she is taking out more than what is required by the IRS.
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Susan

$750k
in retirement savings

Withdrawal rate example
Factoring in annual required minimum distribution (RMD)

4% withdrawal rate

$750,000 x 4%
= $30,000

Annual withdrawal 
amount must 
meet/exceed RMD

$30,000

IRS-required minimum 
ЩЩ distribution (RMD)

$750,000 - 26.5
= $28,302

$28,302

The change in the RMDs age requirement from 72 to 73 applies only to individuals who turn 73 on or after January 1, 2023. After you reach age 73, the IRS 
generally requires you to withdraw an RMD annually from your tax-advantaged retirement accounts (excluding Roth IRAs, and Roth accounts in employer 
retirement plans accounts after December 31, 2023). Please speak with your tax advisor regarding the impact of this change on future RMDs.

Now let's review a hypothetical withdrawal example using a target withdrawal rate of 
4%.

Susan is retired and has $750,000 in retirement savings. By withdrawing at a rate of 
4%, she would receive $30,000 in income this year.

There is also another important factor for Susan to consider - her age. If during the 
calendar year Susan turns 73, she must take an annual required minimum distribution, 
or RMD. RMDs are established by the IRS to ensure anyone over the age of 73 pays 
taxes on their tax-deferred retirement savings each year. Examples of tax-deferred 
savings include traditional IRAs and workplace savings.

If Susan is turning 73 this year, she would need to ensure she withdrew enough to 
cover the amount of her annual RMD, or she could be penalized by the IRS.

By reviewing the IRS Uniform Lifetime Table used to calculate annual RMDs, Susan can 
see that someone age 73 needs to use a divisor of 26.5. Susan would use her 
December 31 balance of the previous year, $750,000, and divide it by the divisor of 
26.5.

Based on this example, Susan would need to take at least $28,302 from her tax- 
deferred retirement savings this year to satisfy her annual RMD. If she is planning on 
taking out the $30,000 referenced at the beginning of this example, her RMD would be 
satisfied for this year, because she is taking out more than what is required by the IRS.
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Important information

This information is intended to be educational and is not tailored to the investment needs of any specific investor

Investing involves risk, including risk of loss.

Fidelity does not provide legal or tax advice. The information herein is general and educational in nature and should not be considered legal or tax 
advice. Tax laws and regulations are complex and subject to change, which can materially impact investment results. Fidelity cannot guarantee that the 
information herein is accurate, complete, or timely. Fidelity makes no warranties with regard to such information or results obtained by its use, and 
disclaims any liability arising out of your use of, or any tax position taken in reliance on, such information. Consult an attorney or tax professional 
regarding your specific situation.

Diversification does not ensure a profit or guarantee against a loss.

Stocks are represented by the Standard and Poor's 500 Index (S&P 500® Index). The S&P 500® Index is a registered service mark of The McGraw-Hill 
Companies, Inc., and has been licensed for use by Fidelity Distributors Corporation and its affiliates. It is an unmanaged index of the common stock 
prices of 500 widely held U.S. stocks that includes the reinvestment of dividends.

Bonds are represented by the U.S. Intermediate Government Bond Index, which is an unmanaged index that includes the reinvestmentof interest 
income.

Short-term instruments are represented by U.S. Treasury bills, which are backed by the full faith and credit of the U.S. government.

Inflation is represented by the Consumer Price Index, which monitors the cost of living in the United States
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Important information

Annuity guarantees are subject to the claims-paying ability of the issuing insurance company.

Income annuities have limited or no access to assets. Withdrawals of taxable amounts and taxable income received from an annuity are subject to 
ordinary income tax. Withdrawals of taxable amounts taken before age 59^ may be subject to a 10% IRS penalty.

Fixed income annuities may be offered as distribution options from retirement plans to eligible participants or purchased outside of the plan. Annuities 
available as distributions from retirement plans are selected by the plan fiduciary and subject to the terms of the plan. The forms of annuity payout may 
be subject to requirements imposed by the Internal Revenue Code.

Fixed annuities available at Fidelity for purchase outside of a retirement plan 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.
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.

Participants should carefully consider all the available options and the applicable fees and features of each before moving their retirement assets.

Information provided in and presentation of this document is for informational and educational purposes only. To the extent any investment information 
in this material and its presentation is deemed to be a recommendation, it is not meant to be impartial investment advice or advice in a fiduciary 
capacity and is not intended to be used as a primary basis for you or your client's investment decisions. Fidelity and its representatives may have a 
conflict of interest in the products or services mentioned in this material because they have a financial interest in them, and receive compensation, 
directly or indirectly, in connection with the management, distribution, and/or servicing of these products or services, including Fidelity funds, certain 
third-party funds and products, and certain investment services.

Fixed annuities available at Fidelity for purchase outside of a retirement plan are issued by third-party insurance companies
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Important information

Stock prices are more volatile than those of other securities. Government bonds and corporate bonds have more moderate short-term price fluctuations 
than stocks but provide lower potential long-term returns. U.S. Treasury bills maintain a stable value (if held to maturity), but returns are only slightly 
above the inflation rate.

In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. 
This effect is usually more pronounced for longer-term securities.) Fixed income securities also carry inflation risk and credit and default risks for both 
issuers and counterparties. Unlike individual bonds, most bond funds do not have a maturity date, so holding them until maturity to avoid losses caused 
by price volatility is not possible.

You cannot invest directly in an index. Past performance does not guarantee future results.

Screenshots are for illustrative purposes only.

The PDF of today's presentation available for download should not be circulated any further and this content is only current for the next 30 days.

© 2023 FMR LLC. All rights reserved.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917 
1105302.1.0
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