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 FOREWORD 
 
    I have to be honest here.  This book did NOT turn out the way I expected when I started writing it in January, 2020. 
 
      
 
    My full intention was to introduce the Wellington Fund in such a way as to blow away all the doubters, the haters, the Negative Nellies out there who say you need MILLIONS to retire. After all, if the Wellington Fund, in all its simplicity, can guide you to a successful retirement, we can once and for all rid ourselves of the purveyors of doom.  
 
      
 
    I expected my research would demolish that silliness. While that did happen, something even better came out of this. Something I was not expecting and something which I almost hesitated to use because of how it changed things. 
 
      
 
    Let me explain. I imagine you're familiar with the “4% Rule”.  Well the 4% Rule says historically you would have not run out of money if you withdrew roughly 4% a year, adjusted for inflation, in a 60/40 stock to bond portfolio. 
 
      
 
    There is a lot to object to this “rule” but I give credit for its simplicity.  
 
      
 
    Question: “How much can I safely withdraw from my portfolio to ensure I don’t run out of money?”  
 
    Answer: “4%” 
 
      
 
    No math, no qualifications needed, no thinking even. It’s become sacrosanct. But it shouldn’t be for the simple reason that this “rule” denies its adherents the ability to spend anything but a limited amount of money on the front end of their retirement, the time when they will have the energy to enjoy it most, in order to purportedly ensure there is money left when they die. (For the record, the way the 4% Rule is constructed it doesn’t work in today’s low interest rate environoment.) 
 
      
 
    My experience, I imagine your experience, and actual data, confirms that as people age they spend less.  To tell people to limit their spending in the first part of their retirement so they have ample assets later, assuming they even live until “later”, has always rubbed me wrong.  
 
      
 
    So I came up with something called “The Barbell Retirement Plan” where you take four years of your expenses, put it in cash, and invest the rest.  When the market is up, you pull your expenses from the investments.  When the market is down you pull your expenses from cash.  Simple.  
 
      
 
    I love the Barbell. It’s simple. It eliminates the dreaded sequence of return risks when you’re drawing down assets that are losing value because of market declines. And it works, most of the time. But I found The Barbell, using the Wellington Fund, does not work during a higher-than-normal inflationary time period.  In fact, any portfolio that has bonds fails during high inflation times. Even though the Wellington Fund has only ⅓ of its portfolio in bonds, it got decimated during the inflationary times of the late 1960s through early 1980s. Neither the Barbell nor the 4% rule held up when using the Wellington Fund during this time period. 
 
      
 
    To say I was taken aback is the understatement of the year. ALL THIS RESEARCH AND IT DOESN’T HOLD UP!?!?!?   I was very frustrated and that is why it took me so long to actually produce this book because I thought long and hard about what to do next.   
 
      
 
    I examined taking a larger FIXED amount from a portfolio at the beginning of retirement and not adjusting it with inflation, say $6,000 on a $100,000 investment. How would that hold up? How about $7,000? $8,500?  And to my surprise, some of these strategies worked, even during the inflationary years! Hope was not lost! I was back in business...and then it hit me. I can’t remember how exactly but it was like this… 
 
      
 
    You know how the RMD (Required Minimum Distribution) tables work? You take an INCREASING percentage from your portfolio each year to satisfy IRS requirements.  When you’re 72 you take roughly 3.9%...when you’re 73 you take roughly 4% and so on.  
 
      
 
    What if you did it in reverse? You took a large distribution percentage when you first retired and reduced it as you aged? This gives you the ability to downshift spending, which is likely to happen anyway as you get older and it allows you to spend more early in retirement. 
 
      
 
    And lo and behold, the Reverse RMD method worked!!! During the Depression, it worked!  During inflation, it worked!  During the 2000s with low returns and moderately low inflation, it worked! 
 
      
 
    Unlike the other scenarios, you never ran out of money with the Reverse RMD approach. Now is it the best scenario all the time? No.  I can’t say that. For instance, I generally prefer the 5.5% inflation-adjusted Barbell approach.  But there is RISK here.  Of the 59 rolling 30-year time periods of Wellington's existence, the 5.5% inflation-adjusted Barbell approach ran out of money 23 times or nearly 40%.  Not great odds. Of course, this assumes you don’t adjust your spending when times get tight, which is silly.  But still, in every scenario I ran, other than the Reverse RMD scenarios, you ran out of money at some point.  
 
      
 
    So, what I’ve come to present in this book are 3 techniques for you to consider in building your retirement plan using the Wellington Fund. After I present the evidence of how these various techniques work you’ll have to decide what works best for you.  
 
      
 
    You’ll need to determine if there will be inflation or deflation. If so, how much?  
 
    You’ll need to decide if we’ll have long-lasting market declines ala Japan circa 1990.  
 
    You’ll need to decide if your spending should be higher on the front end of your retirement in order to enjoy more earlier, even though it may mean you need to tighten your belt later.  
 
      
 
    Retirement planning is a beast. There is no right way. But armed with the information I share in the following pages I think you’ll be able to make better decisions on your own retirement plan.  
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
    


 
   
  
 

 INTRODUCTION TO THE WELLINGTON FUND (VWELX) 
 
      
 
    In my three decades of being a professional financial advisor, I’ve been asked countless times if I had just ONE INVESTMENT to pick in retirement what would it be.  And without question it’s the Wellington Fund.  Why am I dedicating a whole book to this one fund? It’s simple, it’s inexpensive, it’s highly rated and it goes back many, many years, to July, 1929. Are there other funds to consider? Absolutely, The Income Fund of America, The Franklin Income Fund, shoot, the S&P 500 Index itself, but none have the same consistent history as the Wellington Fund.  And as such, if I had just ONE FUND, well this is it.  
 
      
 
    The Wellington Fund, as it is composed today, (2020) consists of roughly 65% stocks, 33% bonds and 2% cash.  
 
    [image: ] 
 
      
 
    It invests primarily in large company, dividend-paying, value stocks. The fixed income side invests in bonds, typically higher credit quality that will generate a moderate level of income.  
 
      
 
    Nothing fancy about this strategy at all; Government and corporate bonds, and large-cap value stocks.  BORING! Yet, this has been a tried and true investment strategy for decades and folks who follow this have been rewarded handsomely.  Please understand, though, that the Wellington Fund is NOT an investment that will make you an overnight success. It’s the investment equivalent of the Millionarire Next Door, slow and steady wins the race.  
 
      
 
    Here is the link to the Vanguard website with all the possible information about the Wellington Fund; the prospectuses, information about the managers, the fees, etc.  I caution you though; Don’t get too caught up in the details. This is the true set-it and forget-it fund.  If you’re of the mindset to analyze it every which way to Sunday to see if there is a “better strategy” this fund won’t be for you. 
 
      
 
    This is THE fund for folks who want to Keep It Simple, Stupid. It is not glamorous. It’s not going to ever be “the best”, it simply has consistently performed with low fees.  That’s it.  Simple. Don’t make it harder than it needs to be. 



 
   
  
 

 HISTORICAL RETURNS 
 
    Before we get into the meat of this book, we need to look at the historical returns of the Wellington Fund.  This will assume NO distributions were taken out and all dividends, income and capital gains were reinvested.  
 
      
 
    Vanguard shows as of 9/30/2020 the Wellington Fund has averaged 8.29% a year since inception. If we use the rule of 72, your investment in the Wellington Fund doubled every 8.68 years.  For example, if you started with $10,000 in 1929, by 1938 you’d have $20,000. By 1947, you’d have $40,000 and so on. In theory. But that’s not how investing actually works.  
 
      
 
    In reality, if you started with $10,000 in the Wellington Fund in 1929, ten years later you’d have all of…$10,000.  The reason for this is that the fund was down 21% in 1930, 26% in 1931, 2% in 1932 and another 35% in 1937.   
 
      
 
    In fact, after the first 3 years of its existence, your initial investment of $10,000 would only be worth $5,691. Would you be singing the Fund’s praises at that dark, dark point in investment history? I doubt it.  But, if you did hang in there, by the end of the decade your investment would have come back to be worth $11,034. Thus, after the initial huge decline, you would have nearly doubled your money, averaging around 10% a year from 1933 to the end of 1939.   
 
      
 
    By the end of the next decade your portfolio would have been worth $26k. So, from 1933 to 1949 you averaged over 10% a year, during two of the most chaotic decades in American history, the Great Depression and World War 2. 
 
      
 
    Turns out that other than 1930-1932, Wellington Fund never again had 3 consecutive down years. In fact, other than 1946-1947 and 1973-1974, the Wellington Fund never had 2 consecutive down years either.  Even during the dot.com bubble implosion of 2000-2002 when the S&P 500 was down 9%, 12% and 22% respectively, the Wellington Fund was UP 10% in 2000, 4% in 2001 and only fell 7% in 2002! 
 
    


 
   
  
 



 
 
      
 
    Other than 1930-1932, Wellington Fund never had 3 consecutive down years. In fact, other than 1946-1947 and 1973-1974, the Wellington Fund never had 2 consecutive down years either.  
 
      
 
      
 
    That is impressive consistency. Which is why I love the Wellington Fund.  It’s the classic don’t get killed fund.  However, the Wellington Fund has underperformed relative to the S&P 500. The S&P 500 averaged 9.37% annually versus the 8.29% for the Wellington Fund since 1929.   
 
      
 
    $10,000 invested in Wellington in July, 1929 would be worth just over $12 million today.  That same investment into the S&P 500 index would be worth almost $26 million!   Proving that nothing comes for free in this world, to get that extra return with the S&P 500 you would have had to take on 46% more volatility, as measured by standard deviation.  
 
      
 
    I don’t want to get too much into the concept of standard deviation here but generally speaking, more risk = more return. Risk being measured as how much your portfolio can drop in any given time period. Yes, you can make more return with more risk, no one argues that. But is that what you want in retirement?   
 
      
 
    I suspect not.  
 
      
 
    Most retirees want their investments to provide them income in addition to Social Security. And they don’t want to worry too much about it either. Seems like common sense, no?
  
 
    So, going forward we’ll crunch numbers to show you exactly how the Wellington Fund did for retirees taking distributions during times of “famine”, which is really what most retirees are concerned with. Stay tuned!


 
   
  
 

 THE DEPRESSION YEARS 
 
    


 
   
  
 

 WELLINGTON FUND 5% WITHDRAWALS ADJUSTED FOR INFLATION 
 
      
 
    Many people seem to think that the Great Depression years were the worst to be an investor.  This isn’t correct. The Depression years of the 1930s were bad, don’t get me wrong, but if you had invested $100,000 in the Wellington Fund at the start of 1930 and took out 5% ADJUSTED for inflation your money would have lasted until the end of 1958.  
 
      
 
    Table 1 
 
    
    
      
      	  Wellington 5% Inflation-adj., Start 1930 
  
     
 
      
      	    
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1930 
  
      	  $100,000 
  
      	  -21.21% 
  
      	  $78,790 
  
      	  -2.34% 
  
      	  $4,883 
  
      	  $73,907 
  
     
 
      
      	  1931 
  
      	  $73,907 
  
      	  -26.43% 
  
      	  $54,373 
  
      	  -8.98% 
  
      	  $4,445 
  
      	  $49,929 
  
     
 
      
      	  1932 
  
      	  $49,929 
  
      	  -1.82% 
  
      	  $49,020 
  
      	  -9.87% 
  
      	  $4,006 
  
      	  $45,014 
  
     
 
      
      	  1933 
  
      	  $45,014 
  
      	  6.83% 
  
      	  $48,089 
  
      	  -5.11% 
  
      	  $3,801 
  
      	  $44,288 
  
     
 
      
      	  1934 
  
      	  $44,288 
  
      	  20.33% 
  
      	  $53,291 
  
      	  3.08% 
  
      	  $3,918 
  
      	  $49,373 
  
     
 
      
      	  1935 
  
      	  $49,373 
  
      	  35.33% 
  
      	  $66,817 
  
      	  2.24% 
  
      	  $4,006 
  
      	  $62,811 
  
     
 
      
      	  1936 
  
      	  $62,811 
  
      	  31.33% 
  
      	  $82,489 
  
      	  1.46% 
  
      	  $4,064 
  
      	  $78,425 
  
     
 
      
      	  1937 
  
      	  $78,425 
  
      	  -35.41% 
  
      	  $50,655 
  
      	  3.60% 
  
      	  $4,211 
  
      	  $46,444 
  
     
 
      
      	  1938 
  
      	  $46,444 
  
      	  19.11% 
  
      	  $55,319 
  
      	  -2.08% 
  
      	  $4,123 
  
      	  $51,196 
  
     
 
      
      	  1939 
  
      	  $51,196 
  
      	  10.31% 
  
      	  $56,474 
  
      	  -1.42% 
  
      	  $4,065 
  
      	  $52,410 
  
     
 
      
      	  1940 
  
      	  $52,410 
  
      	  0.16% 
  
      	  $52,494 
  
      	  0.72% 
  
      	  $4,094 
  
      	  $48,400 
  
     
 
      
      	  1941 
  
      	  $48,400 
  
      	  -3.91% 
  
      	  $46,507 
  
      	  5.00% 
  
      	  $4,299 
  
      	  $42,209 
  
     
 
      
      	  1942 
  
      	  $42,209 
  
      	  16.62% 
  
      	  $49,224 
  
      	  10.88% 
  
      	  $4,766 
  
      	  $44,457 
  
     
 
      
      	  1943 
  
      	  $44,457 
  
      	  24.88% 
  
      	  $55,518 
  
      	  6.13% 
  
      	  $5,058 
  
      	  $50,460 
  
     
 
      
      	  1944 
  
      	  $50,460 
  
      	  19.37% 
  
      	  $60,234 
  
      	  1.73% 
  
      	  $5,146 
  
      	  $55,088 
  
     
 
      
      	  1945 
  
      	  $55,088 
  
      	  23.13% 
  
      	  $67,830 
  
      	  2.27% 
  
      	  $5,263 
  
      	  $62,567 
  
     
 
      
      	  1946 
  
      	  $62,567 
  
      	  -2.41% 
  
      	  $61,059 
  
      	  8.33% 
  
      	  $5,701 
  
      	  $55,358 
  
     
 
      
      	  1947 
  
      	  $55,358 
  
      	  -3.47% 
  
      	  $53,437 
  
      	  14.36% 
  
      	  $6,520 
  
      	  $46,917 
  
     
 
      
      	  1948 
  
      	  $46,917 
  
      	  3.85% 
  
      	  $48,723 
  
      	  8.07% 
  
      	  $7,046 
  
      	  $41,677 
  
     
 
      
      	  1949 
  
      	  $41,677 
  
      	  16.50% 
  
      	  $48,554 
  
      	  -1.24% 
  
      	  $6,959 
  
      	  $41,595 
  
     
 
      
      	  1950 
  
      	  $41,595 
  
      	  12.69% 
  
      	  $46,874 
  
      	  1.26% 
  
      	  $7,046 
  
      	  $39,828 
  
     
 
      
      	  1951 
  
      	  $39,828 
  
      	  12.32% 
  
      	  $44,734 
  
      	  7.88% 
  
      	  $7,602 
  
      	  $37,133 
  
     
 
      
      	  1952 
  
      	  $37,133 
  
      	  10.99% 
  
      	  $41,214 
  
      	  1.92% 
  
      	  $7,748 
  
      	  $33,466 
  
     
 
      
      	  1953 
  
      	  $33,466 
  
      	  1.87% 
  
      	  $34,092 
  
      	  0.75% 
  
      	  $7,806 
  
      	  $26,286 
  
     
 
      
      	  1954 
  
      	  $26,286 
  
      	  30.88% 
  
      	  $34,403 
  
      	  0.75% 
  
      	  $7,864 
  
      	  $26,539 
  
     
 
      
      	  1955 
  
      	  $26,539 
  
      	  15.54% 
  
      	  $30,663 
  
      	  -0.37% 
  
      	  $7,835 
  
      	  $22,828 
  
     
 
      
      	  1956 
  
      	  $22,828 
  
      	  4.43% 
  
      	  $23,840 
  
      	  1.49% 
  
      	  $7,952 
  
      	  $15,888 
  
     
 
      
      	  1957 
  
      	  $15,888 
  
      	  -4.30% 
  
      	  $15,205 
  
      	  3.31% 
  
      	  $8,215 
  
      	  $6,990 
  
     
 
      
      	  1958 
  
      	  $6,990 
  
      	  28.47% 
  
      	  $8,979 
  
      	  2.85% 
  
      	  $8,449 
  
      	  $530 
  
     
 
      
      	  1959 
  
      	  $530 
  
      	  8.86% 
  
      	  $577 
  
      	  0.69% 
  
      	  $8,507 
  
      	  -$7,930 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    Because we are adjusting for inflation, the amounts we take out of the portfolio go DOWN for the first 4 years. This is due to the deflation that gripped the country. Starting in 1927 there was deflation, deep deflation, which is why that period was called The Great Depression.  It wasn’t until 1940 when inflation became the norm in the US.  
 
      
 
    Interestingly, if you had retired just ONE year later, in 1931, your money would have lasted the rest of your life...easily.  
 
      
 
    Table 2 
 
    
    
      
      	  Wellington 5% Inflation-adjusted, Start 1931 
  
     
 
      
      	    
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1931 
  
      	  $100,000 
  
      	  -26.43% 
  
      	  $73,570 
  
      	  -8.98% 
  
      	  $4,551 
  
      	  $69,019 
  
     
 
      
      	  1932 
  
      	  $69,019 
  
      	  -1.82% 
  
      	  $67,763 
  
      	  -9.87% 
  
      	  $4,102 
  
      	  $63,661 
  
     
 
      
      	  1933 
  
      	  $63,661 
  
      	  6.83% 
  
      	  $68,009 
  
      	  -5.11% 
  
      	  $3,892 
  
      	  $64,117 
  
     
 
      
      	  1934 
  
      	  $64,117 
  
      	  20.33% 
  
      	  $77,152 
  
      	  3.08% 
  
      	  $4,012 
  
      	  $73,140 
  
     
 
      
      	  1935 
  
      	  $73,140 
  
      	  35.33% 
  
      	  $98,980 
  
      	  2.24% 
  
      	  $4,102 
  
      	  $94,878 
  
     
 
      
      	  1936 
  
      	  $94,878 
  
      	  31.33% 
  
      	  $124,603 
  
      	  1.46% 
  
      	  $4,162 
  
      	  $120,441 
  
     
 
      
      	  1937 
  
      	  $120,441 
  
      	  -35.41% 
  
      	  $77,793 
  
      	  3.60% 
  
      	  $4,312 
  
      	  $73,481 
  
     
 
      
      	  1938 
  
      	  $73,481 
  
      	  19.11% 
  
      	  $87,524 
  
      	  -2.08% 
  
      	  $4,222 
  
      	  $83,302 
  
     
 
      
      	  1939 
  
      	  $83,302 
  
      	  10.31% 
  
      	  $91,890 
  
      	  -1.42% 
  
      	  $4,162 
  
      	  $87,728 
  
     
 
      
      	  1940 
  
      	  $87,728 
  
      	  0.16% 
  
      	  $87,869 
  
      	  0.72% 
  
      	  $4,192 
  
      	  $83,677 
  
     
 
      
      	  1941 
  
      	  $83,677 
  
      	  -3.91% 
  
      	  $80,405 
  
      	  5.00% 
  
      	  $4,402 
  
      	  $76,003 
  
     
 
      
      	  1942 
  
      	  $76,003 
  
      	  16.62% 
  
      	  $88,635 
  
      	  10.88% 
  
      	  $4,881 
  
      	  $83,754 
  
     
 
      
      	  1943 
  
      	  $83,754 
  
      	  24.88% 
  
      	  $104,592 
  
      	  6.13% 
  
      	  $5,180 
  
      	  $99,413 
  
     
 
      
      	  1944 
  
      	  $99,413 
  
      	  19.37% 
  
      	  $118,669 
  
      	  1.73% 
  
      	  $5,269 
  
      	  $113,400 
  
     
 
      
      	  1945 
  
      	  $113,400 
  
      	  23.13% 
  
      	  $139,629 
  
      	  2.27% 
  
      	  $5,389 
  
      	  $134,240 
  
     
 
      
      	  1946 
  
      	  $134,240 
  
      	  -2.41% 
  
      	  $131,005 
  
      	  8.33% 
  
      	  $5,838 
  
      	  $125,167 
  
     
 
      
      	  1947 
  
      	  $125,167 
  
      	  -3.47% 
  
      	  $120,824 
  
      	  14.36% 
  
      	  $6,676 
  
      	  $114,148 
  
     
 
      
      	  1948 
  
      	  $114,148 
  
      	  3.85% 
  
      	  $118,542 
  
      	  8.07% 
  
      	  $7,215 
  
      	  $111,328 
  
     
 
      
      	  1949 
  
      	  $111,328 
  
      	  16.50% 
  
      	  $129,697 
  
      	  -1.24% 
  
      	  $7,125 
  
      	  $122,571 
  
     
 
      
      	  1950 
  
      	  $122,571 
  
      	  12.69% 
  
      	  $138,126 
  
      	  1.26% 
  
      	  $7,215 
  
      	  $130,910 
  
     
 
      
      	  1951 
  
      	  $130,910 
  
      	  12.32% 
  
      	  $147,039 
  
      	  7.88% 
  
      	  $7,784 
  
      	  $139,255 
  
     
 
      
      	  1952 
  
      	  $139,255 
  
      	  10.99% 
  
      	  $154,559 
  
      	  1.92% 
  
      	  $7,933 
  
      	  $146,626 
  
     
 
      
      	  1953 
  
      	  $146,626 
  
      	  1.87% 
  
      	  $149,368 
  
      	  0.75% 
  
      	  $7,993 
  
      	  $141,375 
  
     
 
      
      	  1954 
  
      	  $141,375 
  
      	  30.88% 
  
      	  $185,031 
  
      	  0.75% 
  
      	  $8,053 
  
      	  $176,979 
  
     
 
      
      	  1955 
  
      	  $176,979 
  
      	  15.54% 
  
      	  $204,481 
  
      	  -0.37% 
  
      	  $8,023 
  
      	  $196,459 
  
     
 
      
      	  1956 
  
      	  $196,459 
  
      	  4.43% 
  
      	  $205,162 
  
      	  1.49% 
  
      	  $8,142 
  
      	  $197,019 
  
     
 
      
      	  1957 
  
      	  $197,019 
  
      	  -4.30% 
  
      	  $188,547 
  
      	  3.31% 
  
      	  $8,412 
  
      	  $180,136 
  
     
 
      
      	  1958 
  
      	  $180,136 
  
      	  28.47% 
  
      	  $231,420 
  
      	  2.85% 
  
      	  $8,652 
  
      	  $222,768 
  
     
 
      
      	  1959 
  
      	  $222,768 
  
      	  8.86% 
  
      	  $242,506 
  
      	  0.69% 
  
      	  $8,711 
  
      	  $233,794 
  
     
 
      
      	  1960 
  
      	  $233,794 
  
      	  5.17% 
  
      	  $245,882 
  
      	  1.72% 
  
      	  $8,861 
  
      	  $237,020 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    Remember, these are 5% a year distributions, adjusted for inflation. You may be familiar with the “4% rule”. Yet, if you had limited yourself to just 4% distributions in these years, you’d have left a lot of money on the table when you died.  That is money you could have spent enjoying your retirement!   
 
      
 
    What if we don’t adjust for inflation though?  We take a fixed amount of $5,000 each year. How would that work out?


 
   
  
 

 WELLINGTON FUND $5,000 FIXED WITHDRAWALS 
 
      
 
    Table 3 
 
    
    
      
      	  Wellington $5,000 Fixed Withdrawals, Start 1930 
  
     
 
      
      	    
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1930 
  
      	  $100,000 
  
      	  -21.21% 
  
      	  $78,790 
  
      	  -2.34% 
  
      	  $5,000 
  
      	  $73,790 
  
     
 
      
      	  1931 
  
      	  $73,790 
  
      	  -26.43% 
  
      	  $54,287 
  
      	  -8.98% 
  
      	  $5,000 
  
      	  $49,287 
  
     
 
      
      	  1932 
  
      	  $49,287 
  
      	  -1.82% 
  
      	  $48,390 
  
      	  -9.87% 
  
      	  $5,000 
  
      	  $43,390 
  
     
 
      
      	  1933 
  
      	  $43,390 
  
      	  6.83% 
  
      	  $46,354 
  
      	  -5.11% 
  
      	  $5,000 
  
      	  $41,354 
  
     
 
      
      	  1934 
  
      	  $41,354 
  
      	  20.33% 
  
      	  $49,761 
  
      	  3.08% 
  
      	  $5,000 
  
      	  $44,761 
  
     
 
      
      	  1935 
  
      	  $44,761 
  
      	  35.33% 
  
      	  $60,575 
  
      	  2.24% 
  
      	  $5,000 
  
      	  $55,575 
  
     
 
      
      	  1936 
  
      	  $55,575 
  
      	  31.33% 
  
      	  $72,987 
  
      	  1.46% 
  
      	  $5,000 
  
      	  $67,987 
  
     
 
      
      	  1937 
  
      	  $67,987 
  
      	  -35.41% 
  
      	  $43,913 
  
      	  3.60% 
  
      	  $5,000 
  
      	  $38,913 
  
     
 
      
      	  1938 
  
      	  $38,913 
  
      	  19.11% 
  
      	  $46,349 
  
      	  -2.08% 
  
      	  $5,000 
  
      	  $41,349 
  
     
 
      
      	  1939 
  
      	  $41,349 
  
      	  10.31% 
  
      	  $45,612 
  
      	  -1.42% 
  
      	  $5,000 
  
      	  $40,612 
  
     
 
      
      	  1940 
  
      	  $40,612 
  
      	  0.16% 
  
      	  $40,677 
  
      	  0.72% 
  
      	  $5,000 
  
      	  $35,677 
  
     
 
      
      	  1941 
  
      	  $35,677 
  
      	  -3.91% 
  
      	  $34,282 
  
      	  5.00% 
  
      	  $5,000 
  
      	  $29,282 
  
     
 
      
      	  1942 
  
      	  $29,282 
  
      	  16.62% 
  
      	  $34,149 
  
      	  10.88% 
  
      	  $5,000 
  
      	  $29,149 
  
     
 
      
      	  1943 
  
      	  $29,149 
  
      	  24.88% 
  
      	  $36,401 
  
      	  6.13% 
  
      	  $5,000 
  
      	  $31,401 
  
     
 
      
      	  1944 
  
      	  $31,401 
  
      	  19.37% 
  
      	  $37,483 
  
      	  1.73% 
  
      	  $5,000 
  
      	  $32,483 
  
     
 
      
      	  1945 
  
      	  $32,483 
  
      	  23.13% 
  
      	  $39,997 
  
      	  2.27% 
  
      	  $5,000 
  
      	  $34,997 
  
     
 
      
      	  1946 
  
      	  $34,997 
  
      	  -2.41% 
  
      	  $34,153 
  
      	  8.33% 
  
      	  $5,000 
  
      	  $29,153 
  
     
 
      
      	  1947 
  
      	  $29,153 
  
      	  -3.47% 
  
      	  $28,142 
  
      	  14.36% 
  
      	  $5,000 
  
      	  $23,142 
  
     
 
      
      	  1948 
  
      	  $23,142 
  
      	  3.85% 
  
      	  $24,032 
  
      	  8.07% 
  
      	  $5,000 
  
      	  $19,032 
  
     
 
      
      	  1949 
  
      	  $19,032 
  
      	  16.50% 
  
      	  $22,173 
  
      	  -1.24% 
  
      	  $5,000 
  
      	  $17,173 
  
     
 
      
      	  1950 
  
      	  $17,173 
  
      	  12.69% 
  
      	  $19,352 
  
      	  1.26% 
  
      	  $5,000 
  
      	  $14,352 
  
     
 
      
      	  1951 
  
      	  $14,352 
  
      	  12.32% 
  
      	  $16,120 
  
      	  7.88% 
  
      	  $5,000 
  
      	  $11,120 
  
     
 
      
      	  1952 
  
      	  $11,120 
  
      	  10.99% 
  
      	  $12,342 
  
      	  1.92% 
  
      	  $5,000 
  
      	  $7,342 
  
     
 
      
      	  1953 
  
      	  $7,342 
  
      	  1.87% 
  
      	  $7,480 
  
      	  0.75% 
  
      	  $5,000 
  
      	  $2,480 
  
     
 
      
      	  1954 
  
      	  $2,480 
  
      	  30.88% 
  
      	  $3,245 
  
      	  0.75% 
  
      	  $5,000 
  
      	  -$1,755 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    As you can see above we’d have run out of money in 1954. Still, though, that’s 24 years into retirement, starting out at the onset of The Great Depression.  Again, not too shabby. 
 
      
 
    And if we had retired just ONE YEAR later, in 1931, we’d have plenty of money left when we died.  
 
      
 
    Table 4 
 
    
    
      
      	  Wellington $5,000 Fixed Withdrawals, Start 1931 
  
     
 
      
      	    
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1931 
  
      	  $100,000 
  
      	  -26.43% 
  
      	  $73,570 
  
      	  -8.98% 
  
      	  $5,000 
  
      	  $68,570 
  
     
 
      
      	  1932 
  
      	  $68,570 
  
      	  -1.82% 
  
      	  $67,322 
  
      	  -9.87% 
  
      	  $5,000 
  
      	  $62,322 
  
     
 
      
      	  1933 
  
      	  $62,322 
  
      	  6.83% 
  
      	  $66,579 
  
      	  -5.11% 
  
      	  $5,000 
  
      	  $61,579 
  
     
 
      
      	  1934 
  
      	  $61,579 
  
      	  20.33% 
  
      	  $74,098 
  
      	  3.08% 
  
      	  $5,000 
  
      	  $69,098 
  
     
 
      
      	  1935 
  
      	  $69,098 
  
      	  35.33% 
  
      	  $93,510 
  
      	  2.24% 
  
      	  $5,000 
  
      	  $88,510 
  
     
 
      
      	  1936 
  
      	  $88,510 
  
      	  31.33% 
  
      	  $116,240 
  
      	  1.46% 
  
      	  $5,000 
  
      	  $111,240 
  
     
 
      
      	  1937 
  
      	  $111,240 
  
      	  -35.41% 
  
      	  $71,850 
  
      	  3.60% 
  
      	  $5,000 
  
      	  $66,850 
  
     
 
      
      	  1938 
  
      	  $66,850 
  
      	  19.11% 
  
      	  $79,625 
  
      	  -2.08% 
  
      	  $5,000 
  
      	  $74,625 
  
     
 
      
      	  1939 
  
      	  $74,625 
  
      	  10.31% 
  
      	  $82,319 
  
      	  -1.42% 
  
      	  $5,000 
  
      	  $77,319 
  
     
 
      
      	  1940 
  
      	  $77,319 
  
      	  0.16% 
  
      	  $77,442 
  
      	  0.72% 
  
      	  $5,000 
  
      	  $72,442 
  
     
 
      
      	  1941 
  
      	  $72,442 
  
      	  -3.91% 
  
      	  $69,610 
  
      	  5.00% 
  
      	  $5,000 
  
      	  $64,610 
  
     
 
      
      	  1942 
  
      	  $64,610 
  
      	  16.62% 
  
      	  $75,348 
  
      	  10.88% 
  
      	  $5,000 
  
      	  $70,348 
  
     
 
      
      	  1943 
  
      	  $70,348 
  
      	  24.88% 
  
      	  $87,851 
  
      	  6.13% 
  
      	  $5,000 
  
      	  $82,851 
  
     
 
      
      	  1944 
  
      	  $82,851 
  
      	  19.37% 
  
      	  $98,899 
  
      	  1.73% 
  
      	  $5,000 
  
      	  $93,899 
  
     
 
      
      	  1945 
  
      	  $93,899 
  
      	  23.13% 
  
      	  $115,617 
  
      	  2.27% 
  
      	  $5,000 
  
      	  $110,617 
  
     
 
      
      	  1946 
  
      	  $110,617 
  
      	  -2.41% 
  
      	  $107,952 
  
      	  8.33% 
  
      	  $5,000 
  
      	  $102,952 
  
     
 
      
      	  1947 
  
      	  $102,952 
  
      	  -3.47% 
  
      	  $99,379 
  
      	  14.36% 
  
      	  $5,000 
  
      	  $94,379 
  
     
 
      
      	  1948 
  
      	  $94,379 
  
      	  3.85% 
  
      	  $98,013 
  
      	  8.07% 
  
      	  $5,000 
  
      	  $93,013 
  
     
 
      
      	  1949 
  
      	  $93,013 
  
      	  16.50% 
  
      	  $108,360 
  
      	  -1.24% 
  
      	  $5,000 
  
      	  $103,360 
  
     
 
      
      	  1950 
  
      	  $103,360 
  
      	  12.69% 
  
      	  $116,476 
  
      	  1.26% 
  
      	  $5,000 
  
      	  $111,476 
  
     
 
      
      	  1951 
  
      	  $111,476 
  
      	  12.32% 
  
      	  $125,210 
  
      	  7.88% 
  
      	  $5,000 
  
      	  $120,210 
  
     
 
      
      	  1952 
  
      	  $120,210 
  
      	  10.99% 
  
      	  $133,421 
  
      	  1.92% 
  
      	  $5,000 
  
      	  $128,421 
  
     
 
      
      	  1953 
  
      	  $128,421 
  
      	  1.87% 
  
      	  $130,823 
  
      	  0.75% 
  
      	  $5,000 
  
      	  $125,823 
  
     
 
      
      	  1954 
  
      	  $125,823 
  
      	  30.88% 
  
      	  $164,677 
  
      	  0.75% 
  
      	  $5,000 
  
      	  $159,677 
  
     
 
      
      	  1955 
  
      	  $159,677 
  
      	  15.54% 
  
      	  $184,491 
  
      	  -0.37% 
  
      	  $5,000 
  
      	  $179,491 
  
     
 
      
      	  1956 
  
      	  $179,491 
  
      	  4.43% 
  
      	  $187,442 
  
      	  1.49% 
  
      	  $5,000 
  
      	  $182,442 
  
     
 
      
      	  1957 
  
      	  $182,442 
  
      	  -4.30% 
  
      	  $174,597 
  
      	  3.31% 
  
      	  $5,000 
  
      	  $169,597 
  
     
 
      
      	  1958 
  
      	  $169,597 
  
      	  28.47% 
  
      	  $217,881 
  
      	  2.85% 
  
      	  $5,000 
  
      	  $212,881 
  
     
 
      
      	  1959 
  
      	  $212,881 
  
      	  8.86% 
  
      	  $231,742 
  
      	  0.69% 
  
      	  $5,000 
  
      	  $226,742 
  
     
 
      
      	  1960 
  
      	  $226,742 
  
      	  5.17% 
  
      	  $238,465 
  
      	  1.72% 
  
      	  $5,000 
  
      	  $233,465 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
   
  
 

 WELLINGTON FUND 6% WITHDRAWALS ADJUSTED FOR INFLATION  
 
      
 
    Now, if you’re anything like me, you’re saying to yourself “hmmm...so 5% annual distributions adjusted for inflation seems to have worked quite well, EVEN DURING THE DEPRESSION, I wonder how 6% distributions would have worked?” 
 
      
 
    Well, let’s run the numbers, shall we? (SIDE NOTE: Going forward we’ll sometimes use charts like what you see below instead of the spreadsheets in the first four tables.  The graphs show the same information just in a different way that takes up less space and is more visually appealing.) 
 
      
 
    Chart 1 
 
    [image: Chart] 
 
      
 
    Not so good.  You can see that 1948 was the last year we had any money left.  
 
      
 
    If we waited until 1931 to retire, that one extra year made all the difference(see Chart 2):


 
   
  
 



 
 
      
 
    Chart 2 
 
    [image: Chart] 
 
      
 
    In this case we didn’t run out of money until 1958! 
 
   
  
 




 
 
    WELLINGTON FUND $6,000 FIXED WITHDRAWALS 
 
      
 
    Now, instead of adjusting for inflation what if we took a fixed $6,000 a year out. How would that look? 
 
      
 
    Ugly!  We ran out of money in 1945. 
 
      
 
    Chart 3 
 
    [image: Chart] 
 
    


 
   
  
 



 
 
    If we would have waited one year and retired in 1931 instead of 1930? 
 
      
 
    Chart 4 
 
    [image: Chart] 
 
      
 
    We see that you would have died with ample assets, even after taking a $6,000 fixed distribution...DURING the Great Depression!    
 
      
 
    


 
   
  
 

 WELLINGTON FUND 4% WITHDRAWALS ADJUSTED FOR INFLATION 
 
      
 
    If you’re curious how a 4% distribution rate would have fared, adjusted for inflation, here you are: 
 
      
 
    Chart 5 
 
    [image: Chart] 
 
      
 
    Maybe you left TOO MUCH to your kids, eh? ?? 
 
      
 
    


 
   
  
 

 LESSONS FROM THE DEPRESSION YEARS 
 
      
 
    So let’s review what happened during the Depression years: 
 
      
 
    Table 5 
 
    
    
      
      	  Start 1930 
  
      	  last 30 years? 
  
      	  if no, how long 
  
     
 
      
      	  4% with inflation 
  
      	  yes 
  
      	    
  
     
 
      
      	  4% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  5% with inflation 
  
      	  no 
  
      	  29 
  
     
 
      
      	  5% fixed 
  
      	  no 
  
      	  23 
  
     
 
      
      	  5.5% inflation 
  
      	  no 
  
      	    
  
     
 
      
      	  5.5% fixed 
  
      	  no 
  
      	    
  
     
 
    
   
 
      
 
      
 
    What the table above shows is that if you retired in 1930 and had taken distributions of 4%, adjusted for inflation or not, your money would have lasted for your entire retirement. 
 
      
 
    If you would have withdrawn 5% initially and adjusted for inflation, your money would have lasted 29 years.  A fixed $5,000 a year would have run out in 23 years, which makes sense given the decade of the 30’s was a DEFLATIONARY time.  
 
      
 
    It’s actually difficult today to grasp how deflation works.  We have never seen it in our time, at least not for any prolonged period. So, the idea that what I buy tomorrow will cost LESS than what it does today is a foreign concept. Interestingly, from the end of the Civil War to the beginning of World War II, America was living predominantly in DEFLATIONARY times!  It’s only the last 75 years or so where we’ve experienced inflation.  
 
      
 
    When people say “inflation is always the risk!”, they are demonstrating a perfect example of Recency Bias. I’d invite folks to challenge their thinking in this regard.  You can start by looking at Japan.  I think that will be the path of the United States in the future, not a hyper-inflationary one which seems to be what conventional wisdom would have us believe.  
 
      
 
    One of the best books on the Japanese model is from Richard Koo, The Holy Grail of Macro Economic - Lessons from Japan’s Great Recession.  
 
      
 
    Let’s go back to Charts 1 and 3. The 6% distribution scenarios were ugly.  In neither case, if you retired in 1930, did your money last more than 20 years  
 
      
 
      
 
    But I need to point something out that I think a lot of people miss.  
 
      
 
    Look at this: 
 
      
 
    [image: ] 
 
      
 
    This is the life expectancy chart from the Society of Actuaries for those living in 1930.  You can find their whole Powerpoint on life expectancy here.  
 
      
 
    What you see is that if you were 65 years old in 1930, your life expectancy was all of 12 years. This means that in 1930 if you were taking 6% distributions from your investments while your money didn’t last more than 20 years it probably did last longer than you! 
 
      
 
    And that is one of my all time pet peeves in retirement planning. How many people take a minimal amount of money out of their portfolio at the beginning of retirement in order to protect against a probability that will not come for most, i.e., they’ll live too long?!?! 
 
      
 
    We do these retirement planning models based on 30 years in retirement.  But the facts are life expectancies, even today, are not 30 years! In 2017, according to the OECD, a 65 year old American male has a life expectancy of 18.1 years. A 65 year old American female has a life expectancy of 20.6 years.  So, maybe using a 30 year time frame in retirement is overly cautious? I don’t know what your specific situation is but it just seems there needs to be a bit more analysis when crunching your own numbers.  
 
      
 
    


 
   
  
 

 RETIRED IN 1931 INSTEAD OF 1930? 
 
      
 
    What if you retired in 1931 when the Wellington Fund was down 27% and another 2% in 1932 followed by a decline of 35% in 1937?  Not a good start to your retirement. 
 
      
 
    Yet look at the table below.  Other than taking 6% a year adjusted for inflation, in all other scenarios you had money left over when you died 30 years later. And even the 6%, inflation-adjusted distribution lasted 28 years, again, most likely longer than you did.  
 
      
 
    That ONE YEAR, retiring in 1931 instead of 1930, made ALL THE DIFFERENCE! 
 
      
 
    Table 6 
 
    
    
      
      	  Start 1931 
  
      	  last 30 years? 
  
      	  if no, how long 
  
     
 
      
      	  4% with inflation 
  
      	  yes 
  
      	    
  
     
 
      
      	  $4,000 fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  5% with inflation 
  
      	  yes 
  
      	    
  
     
 
      
      	  $5,000 fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  5.5% with inflation 
  
      	  yes 
  
      	    
  
     
 
      
      	  5.5% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  6% with inflation 
  
      	  no 
  
      	  28 
  
     
 
      
      	  $6,000 fixed 
  
      	  yes 
  
      	    
  
     
 
    
   
 
      
 
      
 
    *** If you retired in 1931 you could have taken a 6%, inflation-adjusted distribution and your money lasted 28 years!*** 
 
      
 
    


 
   
  
 

 THE INFLATIONARY YEARS (1966-1982) 
 
      
 
    The “Great Depression” wasn’t nearly as devastating to one’s retirement plan as we’ve been led to believe.  Oh, it was bad but it was NOT the worst time to have retired. That inglorious label, “The Worst Time To Retire”, is held by the 1966-1982 time period.  
 
      
 
    Wellington Fund had a 3.50% average return from 1930-1940 and 6.55% from 1966-1982. So it seems the 1960s time frame was better, no?  NOOO! Inflation averaged -1.70% in the 1930s but 6.85% from 1966-1982.  
 
      
 
    Factoring inflation, Wellington returned 5.2% annually in the 1930s but NEGATIVE .30% annually from 1966-1982. Oh, and don’t forget you still have to pay tax on the “gains” you made in the 1966-1982 years, even though those gains were completely illusory, inflation took them all!  
 
      
 
    ***After inflation you LOST money in the Wellington Fund from 1966-1982 - and that doesn’t even include the taxes you had to pay!!!*** 
 
      
 
    What I want to point out here is that inflation is a bond killer.  Wellington has ⅓ of its portfolio in bonds. As such, during inflationary times, Wellington will be challenged to meet a retiree’s needs. During deflationary times, however, the bonds are golden.  
 
      
 
    The lesson is that fixed income assets hate inflation but love deflation. Think about it like this: A fixed income is literally paying a ...FIXED income.  For instance, a $100,000 bond with a 3% coupon will pay $3,000 a year as a fixed payment. Initially, that $3,000 buys you $3,000 worth of goods. In five years though, at 3% inflation, that $3,000 buys you less than $2,600 worth of goods.  Inflation reduces your purchasing power.  So anything that pays you a fixed amount will always lose value because of inflation.  
 
      
 
    But in a deflationary time, the 1930s for instance, that $3,000 buys you more each year. In fact with 3% deflation, $3,000 today will buy you nearly $3,500 worth of goods in five years.   So, as you can see, in a deflationary time, your fixed income increases your purchasing power by $500.  Yet, during inflation it lost $400, a swing of $900 in total purchasing power! 
 
      
 
    And this is where it’s going to get ugly for Wellington, the inflationary years.  
 
      
 
    Starting in 1966 and taking out an initial 4%, adjusted annually for inflation, you would have run out of money in 1987 after you took a total of $186,000 in distributions. 


 
   
  
 



 
 
    Table 7 
 
    
    
      
      	  Wellington 4% Inflation-Adjusted Start 1966 
  
     
 
      
      	  Year 
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1966 
  
      	  $100,000 
  
      	  -6.61% 
  
      	  $93,390 
  
      	  1.0286 
  
      	  $4,114 
  
      	  $89,276 
  
     
 
      
      	  1967 
  
      	  $89,276 
  
      	  8.16% 
  
      	  $96,560 
  
      	  1.0309 
  
      	  $4,242 
  
      	  $92,319 
  
     
 
      
      	  1968 
  
      	  $92,319 
  
      	  7.91% 
  
      	  $99,621 
  
      	  1.0419 
  
      	  $4,419 
  
      	  $95,202 
  
     
 
      
      	  1969 
  
      	  $95,202 
  
      	  -7.83% 
  
      	  $87,748 
  
      	  1.0546 
  
      	  $4,661 
  
      	  $83,087 
  
     
 
      
      	  1970 
  
      	  $83,087 
  
      	  6.40% 
  
      	  $88,405 
  
      	  1.0572 
  
      	  $4,927 
  
      	  $83,478 
  
     
 
      
      	  1971 
  
      	  $83,478 
  
      	  8.88% 
  
      	  $90,891 
  
      	  1.0438 
  
      	  $5,143 
  
      	  $85,748 
  
     
 
      
      	  1972 
  
      	  $85,748 
  
      	  10.99% 
  
      	  $95,171 
  
      	  1.0321 
  
      	  $5,308 
  
      	  $89,863 
  
     
 
      
      	  1973 
  
      	  $89,863 
  
      	  -11.83% 
  
      	  $79,232 
  
      	  1.0622 
  
      	  $5,638 
  
      	  $73,594 
  
     
 
      
      	  1974 
  
      	  $73,594 
  
      	  -17.73% 
  
      	  $60,546 
  
      	  1.1104 
  
      	  $6,261 
  
      	  $54,285 
  
     
 
      
      	  1975 
  
      	  $54,285 
  
      	  25.18% 
  
      	  $67,954 
  
      	  1.0913 
  
      	  $6,832 
  
      	  $61,122 
  
     
 
      
      	  1976 
  
      	  $61,122 
  
      	  23.38% 
  
      	  $75,412 
  
      	  1.0576 
  
      	  $7,226 
  
      	  $68,187 
  
     
 
      
      	  1977 
  
      	  $68,187 
  
      	  -4.38% 
  
      	  $65,200 
  
      	  1.065 
  
      	  $7,695 
  
      	  $57,505 
  
     
 
      
      	  1978 
  
      	  $57,505 
  
      	  5.32% 
  
      	  $60,564 
  
      	  1.0759 
  
      	  $8,280 
  
      	  $52,284 
  
     
 
      
      	  1979 
  
      	  $52,284 
  
      	  13.54% 
  
      	  $59,364 
  
      	  1.1135 
  
      	  $9,219 
  
      	  $50,144 
  
     
 
      
      	  1980 
  
      	  $50,144 
  
      	  22.58% 
  
      	  $61,467 
  
      	  1.135 
  
      	  $10,464 
  
      	  $51,003 
  
     
 
      
      	  1981 
  
      	  $51,003 
  
      	  2.90% 
  
      	  $52,482 
  
      	  1.1032 
  
      	  $11,544 
  
      	  $40,939 
  
     
 
      
      	  1982 
  
      	  $40,939 
  
      	  24.55% 
  
      	  $50,989 
  
      	  1.0616 
  
      	  $12,255 
  
      	  $38,734 
  
     
 
      
      	  1983 
  
      	  $38,734 
  
      	  23.57% 
  
      	  $47,864 
  
      	  1.0321 
  
      	  $12,648 
  
      	  $35,216 
  
     
 
      
      	  1984 
  
      	  $35,216 
  
      	  10.70% 
  
      	  $38,984 
  
      	  1.0432 
  
      	  $13,195 
  
      	  $25,789 
  
     
 
      
      	  1985 
  
      	  $25,789 
  
      	  28.53% 
  
      	  $33,147 
  
      	  1.0356 
  
      	  $13,664 
  
      	  $19,482 
  
     
 
      
      	  1986 
  
      	  $19,482 
  
      	  18.40% 
  
      	  $23,067 
  
      	  1.0186 
  
      	  $13,918 
  
      	  $9,149 
  
     
 
      
      	  1987 
  
      	  $9,149 
  
      	  2.28% 
  
      	  $9,357 
  
      	  1.0365 
  
      	  $14,427 
  
      	  -$5,069 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    There really isn’t any need to run the numbers for 5% and 6% adjusted with inflation because if you didn't make it with 4% you aren’t going to with 5% or more.  
 
      
 
    However, what if you took a flat $6,000 a year out starting in 1966 and didn’t adjust? How would that have worked? 
 
      
 
    


 
   
  
 



 
 
    Table 8 
 
    
    
      
      	  Wellington $6,000 Fixed Withdrawal Start 1966 
  
     
 
      
      	  Year 
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1966 
  
      	  $100,000 
  
      	  -6.61% 
  
      	  $93,390 
  
      	  2.86% 
  
      	  $6,000 
  
      	  $87,390 
  
     
 
      
      	  1967 
  
      	  $87,390 
  
      	  8.16% 
  
      	  $94,521 
  
      	  3.09% 
  
      	  $6,000 
  
      	  $88,521 
  
     
 
      
      	  1968 
  
      	  $88,521 
  
      	  7.91% 
  
      	  $95,523 
  
      	  4.19% 
  
      	  $6,000 
  
      	  $89,523 
  
     
 
      
      	  1969 
  
      	  $89,523 
  
      	  -7.83% 
  
      	  $82,513 
  
      	  5.46% 
  
      	  $6,000 
  
      	  $76,513 
  
     
 
      
      	  1970 
  
      	  $76,513 
  
      	  6.40% 
  
      	  $81,410 
  
      	  5.72% 
  
      	  $6,000 
  
      	  $75,410 
  
     
 
      
      	  1971 
  
      	  $75,410 
  
      	  8.88% 
  
      	  $82,107 
  
      	  4.38% 
  
      	  $6,000 
  
      	  $76,107 
  
     
 
      
      	  1972 
  
      	  $76,107 
  
      	  10.99% 
  
      	  $84,471 
  
      	  3.21% 
  
      	  $6,000 
  
      	  $78,471 
  
     
 
      
      	  1973 
  
      	  $78,471 
  
      	  -11.83% 
  
      	  $69,188 
  
      	  6.22% 
  
      	  $6,000 
  
      	  $63,188 
  
     
 
      
      	  1974 
  
      	  $63,188 
  
      	  -17.73% 
  
      	  $51,985 
  
      	  11.04% 
  
      	  $6,000 
  
      	  $45,985 
  
     
 
      
      	  1975 
  
      	  $45,985 
  
      	  25.18% 
  
      	  $57,563 
  
      	  9.13% 
  
      	  $6,000 
  
      	  $51,563 
  
     
 
      
      	  1976 
  
      	  $51,563 
  
      	  23.38% 
  
      	  $63,619 
  
      	  5.76% 
  
      	  $6,000 
  
      	  $57,619 
  
     
 
      
      	  1977 
  
      	  $57,619 
  
      	  -4.38% 
  
      	  $55,095 
  
      	  6.50% 
  
      	  $6,000 
  
      	  $49,095 
  
     
 
      
      	  1978 
  
      	  $49,095 
  
      	  5.32% 
  
      	  $51,707 
  
      	  7.59% 
  
      	  $6,000 
  
      	  $45,707 
  
     
 
      
      	  1979 
  
      	  $45,707 
  
      	  13.54% 
  
      	  $51,896 
  
      	  11.35% 
  
      	  $6,000 
  
      	  $45,896 
  
     
 
      
      	  1980 
  
      	  $45,896 
  
      	  22.58% 
  
      	  $56,259 
  
      	  13.50% 
  
      	  $6,000 
  
      	  $50,259 
  
     
 
      
      	  1981 
  
      	  $50,259 
  
      	  2.90% 
  
      	  $51,717 
  
      	  10.32% 
  
      	  $6,000 
  
      	  $45,717 
  
     
 
      
      	  1982 
  
      	  $45,717 
  
      	  24.55% 
  
      	  $56,940 
  
      	  6.16% 
  
      	  $6,000 
  
      	  $50,940 
  
     
 
      
      	  1983 
  
      	  $50,940 
  
      	  23.57% 
  
      	  $62,947 
  
      	  3.21% 
  
      	  $6,000 
  
      	  $56,947 
  
     
 
      
      	  1984 
  
      	  $56,947 
  
      	  10.70% 
  
      	  $63,040 
  
      	  4.32% 
  
      	  $6,000 
  
      	  $57,040 
  
     
 
      
      	  1985 
  
      	  $57,040 
  
      	  28.53% 
  
      	  $73,313 
  
      	  3.56% 
  
      	  $6,000 
  
      	  $67,313 
  
     
 
      
      	  1986 
  
      	  $67,313 
  
      	  18.40% 
  
      	  $79,699 
  
      	  1.86% 
  
      	  $6,000 
  
      	  $73,699 
  
     
 
      
      	  1987 
  
      	  $73,699 
  
      	  2.28% 
  
      	  $75,379 
  
      	  3.65% 
  
      	  $6,000 
  
      	  $69,379 
  
     
 
      
      	  1988 
  
      	  $69,379 
  
      	  16.11% 
  
      	  $80,556 
  
      	  4.14% 
  
      	  $6,000 
  
      	  $74,556 
  
     
 
      
      	  1989 
  
      	  $74,556 
  
      	  21.60% 
  
      	  $90,661 
  
      	  4.82% 
  
      	  $6,000 
  
      	  $84,661 
  
     
 
      
      	  1990 
  
      	  $84,661 
  
      	  -2.81% 
  
      	  $82,282 
  
      	  5.40% 
  
      	  $6,000 
  
      	  $76,282 
  
     
 
      
      	  1991 
  
      	  $76,282 
  
      	  23.65% 
  
      	  $94,322 
  
      	  4.21% 
  
      	  $6,000 
  
      	  $88,322 
  
     
 
      
      	  1992 
  
      	  $88,322 
  
      	  7.93% 
  
      	  $95,326 
  
      	  3.01% 
  
      	  $6,000 
  
      	  $89,326 
  
     
 
      
      	  1993 
  
      	  $89,326 
  
      	  13.52% 
  
      	  $101,403 
  
      	  2.99% 
  
      	  $6,000 
  
      	  $95,403 
  
     
 
      
      	  1994 
  
      	  $95,403 
  
      	  -0.49% 
  
      	  $94,936 
  
      	  2.56% 
  
      	  $6,000 
  
      	  $88,936 
  
     
 
      
      	  1995 
  
      	  $88,936 
  
      	  32.92% 
  
      	  $118,213 
  
      	  2.83% 
  
      	  $6,000 
  
      	  $112,213 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    


 
   
  
 



 
 
    You’d still have money in 30 years after taking $180,000 in total distributions. What you’re doing in this strategy is trading future income for more income at the beginning of retirement. In both scenarios, 4% inflation-adjusted withdrawals and $6,000 fixed you took around $180,000 in total distributions. Yet, the 4% ran out of money. The $6,000 fixed did not. I actually prefer the $6,000 fixed strategy, taking out more on the front end and less, relative to inflation, later because the vast majority of retirees spend less as they age.   
 
      
 
    Don’t rob yourself in the beginning of retirement in order to have more income later when you’re not likely to spend much anyway! I have a whole book on this premise titled “You Can RETIRE on Social Security”.  
 
      
 
    I’d be remiss if I didn’t point out that while the $6,000 fixed distributions would have lasted throughout your retirement by the time 1995 rolled around, that $6,000 spending only bought you $1,106 worth of goods.  Inflation eroded nearly 81% of your purchasing power. To put it another way, it cost you $28,800 in 1995 to buy what $6,000 would have bought in 1966.  
 
      
 
    While many advisors advocate holding a growing percentage of bonds as you age, you really, REALLY want to reconsider this in a high inflationary time. Just for comparison Table 9 shows the S&P 500 starting in 1966 taking 4% a year adjusted with inflation.  
 
      
 
    


 
   
  
 



 
 
    Table 9 
 
    
    
      
      	  S&P 500 4% Inflation-adjusted, Start 1966 
  
     
 
      
      	  Year 
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1966 
  
      	  $100,000 
  
      	  -10.36% 
  
      	  $89,640 
  
      	  2.86% 
  
      	  $4,114 
  
      	  $85,526 
  
     
 
      
      	  1967 
  
      	  $85,526 
  
      	  24.45% 
  
      	  $106,437 
  
      	  3.09% 
  
      	  $4,242 
  
      	  $102,195 
  
     
 
      
      	  1968 
  
      	  $102,195 
  
      	  11.03% 
  
      	  $113,467 
  
      	  4.19% 
  
      	  $4,419 
  
      	  $109,048 
  
     
 
      
      	  1969 
  
      	  $109,048 
  
      	  -8.63% 
  
      	  $99,637 
  
      	  5.46% 
  
      	  $4,661 
  
      	  $94,977 
  
     
 
      
      	  1970 
  
      	  $94,977 
  
      	  3.60% 
  
      	  $98,396 
  
      	  5.72% 
  
      	  $4,927 
  
      	  $93,469 
  
     
 
      
      	  1971 
  
      	  $93,469 
  
      	  14.54% 
  
      	  $107,059 
  
      	  4.38% 
  
      	  $5,143 
  
      	  $101,916 
  
     
 
      
      	  1972 
  
      	  $101,916 
  
      	  19.15% 
  
      	  $121,433 
  
      	  3.21% 
  
      	  $5,308 
  
      	  $116,125 
  
     
 
      
      	  1973 
  
      	  $116,125 
  
      	  -15.03% 
  
      	  $98,671 
  
      	  6.22% 
  
      	  $5,638 
  
      	  $93,033 
  
     
 
      
      	  1974 
  
      	  $93,033 
  
      	  -26.95% 
  
      	  $67,961 
  
      	  11.04% 
  
      	  $6,261 
  
      	  $61,700 
  
     
 
      
      	  1975 
  
      	  $61,700 
  
      	  38.46% 
  
      	  $85,430 
  
      	  9.13% 
  
      	  $6,832 
  
      	  $78,598 
  
     
 
      
      	  1976 
  
      	  $78,598 
  
      	  24.20% 
  
      	  $97,618 
  
      	  5.76% 
  
      	  $7,226 
  
      	  $90,392 
  
     
 
      
      	  1977 
  
      	  $90,392 
  
      	  -7.78% 
  
      	  $83,360 
  
      	  6.50% 
  
      	  $7,695 
  
      	  $75,665 
  
     
 
      
      	  1978 
  
      	  $75,665 
  
      	  6.41% 
  
      	  $80,515 
  
      	  7.59% 
  
      	  $8,280 
  
      	  $72,235 
  
     
 
      
      	  1979 
  
      	  $72,235 
  
      	  18.69% 
  
      	  $85,736 
  
      	  11.35% 
  
      	  $9,219 
  
      	  $76,517 
  
     
 
      
      	  1980 
  
      	  $76,517 
  
      	  32.76% 
  
      	  $101,583 
  
      	  13.50% 
  
      	  $10,464 
  
      	  $91,119 
  
     
 
      
      	  1981 
  
      	  $91,119 
  
      	  -5.33% 
  
      	  $86,263 
  
      	  10.32% 
  
      	  $11,544 
  
      	  $74,719 
  
     
 
      
      	  1982 
  
      	  $74,719 
  
      	  21.22% 
  
      	  $90,574 
  
      	  6.16% 
  
      	  $12,255 
  
      	  $78,320 
  
     
 
      
      	  1983 
  
      	  $78,320 
  
      	  23.13% 
  
      	  $96,435 
  
      	  3.21% 
  
      	  $12,648 
  
      	  $83,787 
  
     
 
      
      	  1984 
  
      	  $83,787 
  
      	  5.96% 
  
      	  $88,780 
  
      	  4.32% 
  
      	  $13,195 
  
      	  $75,586 
  
     
 
      
      	  1985 
  
      	  $75,586 
  
      	  32.24% 
  
      	  $99,955 
  
      	  3.56% 
  
      	  $13,664 
  
      	  $86,290 
  
     
 
      
      	  1986 
  
      	  $86,290 
  
      	  19.06% 
  
      	  $102,737 
  
      	  1.86% 
  
      	  $13,918 
  
      	  $88,819 
  
     
 
      
      	  1987 
  
      	  $88,819 
  
      	  5.69% 
  
      	  $93,873 
  
      	  3.65% 
  
      	  $14,427 
  
      	  $79,446 
  
     
 
      
      	  1988 
  
      	  $79,446 
  
      	  16.64% 
  
      	  $92,666 
  
      	  4.14% 
  
      	  $15,024 
  
      	  $77,642 
  
     
 
      
      	  1989 
  
      	  $77,642 
  
      	  32.00% 
  
      	  $102,488 
  
      	  4.82% 
  
      	  $15,748 
  
      	  $86,740 
  
     
 
      
      	  1990 
  
      	  $86,740 
  
      	  -3.42% 
  
      	  $83,773 
  
      	  5.40% 
  
      	  $16,598 
  
      	  $67,175 
  
     
 
      
      	  1991 
  
      	  $67,175 
  
      	  30.95% 
  
      	  $87,966 
  
      	  4.21% 
  
      	  $17,297 
  
      	  $70,669 
  
     
 
      
      	  1992 
  
      	  $70,669 
  
      	  7.60% 
  
      	  $76,039 
  
      	  3.01% 
  
      	  $17,818 
  
      	  $58,222 
  
     
 
      
      	  1993 
  
      	  $58,222 
  
      	  10.17% 
  
      	  $64,143 
  
      	  2.99% 
  
      	  $18,350 
  
      	  $45,792 
  
     
 
      
      	  1994 
  
      	  $45,792 
  
      	  1.19% 
  
      	  $46,337 
  
      	  2.56% 
  
      	  $18,820 
  
      	  $27,517 
  
     
 
      
      	  1995 
  
      	  $27,517 
  
      	  38.02% 
  
      	  $37,979 
  
      	  2.83% 
  
      	  $19,353 
  
      	  $18,626 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    As you can see the S&P 500 lasted the entire 30 years, after taking $325,000 in total distributions. Again, Wellington was done for in 21. Thus proving bonds and inflation don’t mix.  
 
      
 
    In fact, Wellington got trounced by the S&P 500 during the 1966-1982 inflationary years in every conceivable way. 
 
      
 
    Table 10 
 
    
    
      
      	  Wellington Start 1966 
  
      	  last 30 years? 
  
      	  if no, how long 
  
     
 
      
      	  4% with inflation 
  
      	  no 
  
      	  21 
  
     
 
      
      	  4% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  5% with inflation 
  
      	  no 
  
      	  14 
  
     
 
      
      	  5% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  6% with inflation 
  
      	  no 
  
      	  12 
  
     
 
      
      	  6% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	    
  
      	    
  
      	    
  
     
 
      
      	    
  
      	    
  
      	    
  
     
 
      
      	  S&P 500 Start 1966 
  
      	  last 30 years? 
  
      	  if no, how long 
  
     
 
      
      	  4% with inflation 
  
      	  yes 
  
      	    
  
     
 
      
      	  4% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  5% with inflation 
  
      	  no 
  
      	  17 
  
     
 
      
      	  5% fixed 
  
      	  yes 
  
      	    
  
     
 
      
      	  6% with inflation 
  
      	  no 
  
      	  15 
  
     
 
      
      	  6% fixed 
  
      	  yes 
  
      	    
  
     
 
    
   
 
      
 
      
 
    


 
   
  
 

 THE 1973-1974 CRISIS 
 
      
 
    The early 70s were a disaster for investors, and the country as a whole.  We had some of the highest inflation in history. We had the OPEC oil shock. We thought we were running out of natural gas and thus transitioned to coal. Private pensions were collapsing. Tax rates were as high as 70%, and that doesn’t include state tax!  To say the least, the 70s were bad economically. I hope we never return to a decade like it.  
 
      
 
    Unfortunately, some people retired in 1973 and 1974 when the S&P 500 dropped 17.37% and 29.63% respectively. When it comes to the dreaded sequence of returns risk it’s hard to fathom a worst case than these two years.   
 
      
 
    To add salt to the wound, inflation in 1973 was 6.22%. In 1974, it hit double digits at 11.04%.  
 
      
 
    So, not only were we dealing with a nearly 50% decline in the market, the cost of living went up by almost 20% too!  To put this in perspective, the market decline of 2000-2002 was 9%, 12% and 22% respectively, but inflation during those years averaged just 2.60%.  Thus in REAL terms, the 1970s were much worse than the first part of the 21st century and even the Great Depression.   
 
      
 
    Let’s take a look at how you would have fared if you retired at the beginning of 1973 and had all your assets in Wellington.   
 
      
 
    Unfortunately, it didn’t turn out well.  Below you see the results if you took a 5% initial distribution and adjusted each year for inflation.  You ran out of money in 1993.  
 
      
 
      
 
    


 
   
  
 



 
 
    Table 11 
 
    
    
      
      	  Wellington 5% Inflation adjusted, Start 1973 
  
     
 
      
      	  Year 
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1973 
  
      	  $100,000 
  
      	  -11.83% 
  
      	  $88,170 
  
      	  6.22% 
  
      	  $5,311 
  
      	  $82,859 
  
     
 
      
      	  1974 
  
      	  $82,859 
  
      	  -17.73% 
  
      	  $68,168 
  
      	  11.04% 
  
      	  $5,897 
  
      	  $62,271 
  
     
 
      
      	  1975 
  
      	  $62,271 
  
      	  25.18% 
  
      	  $77,951 
  
      	  9.13% 
  
      	  $6,436 
  
      	  $71,515 
  
     
 
      
      	  1976 
  
      	  $71,515 
  
      	  23.38% 
  
      	  $88,235 
  
      	  5.76% 
  
      	  $6,806 
  
      	  $81,428 
  
     
 
      
      	  1977 
  
      	  $81,428 
  
      	  -4.38% 
  
      	  $77,862 
  
      	  6.50% 
  
      	  $7,249 
  
      	  $70,613 
  
     
 
      
      	  1978 
  
      	  $70,613 
  
      	  5.32% 
  
      	  $74,370 
  
      	  7.59% 
  
      	  $7,799 
  
      	  $66,571 
  
     
 
      
      	  1979 
  
      	  $66,571 
  
      	  13.54% 
  
      	  $75,584 
  
      	  11.35% 
  
      	  $8,684 
  
      	  $66,900 
  
     
 
      
      	  1980 
  
      	  $66,900 
  
      	  22.58% 
  
      	  $82,006 
  
      	  13.50% 
  
      	  $9,857 
  
      	  $72,149 
  
     
 
      
      	  1981 
  
      	  $72,149 
  
      	  2.90% 
  
      	  $74,242 
  
      	  10.32% 
  
      	  $10,874 
  
      	  $63,368 
  
     
 
      
      	  1982 
  
      	  $63,368 
  
      	  24.55% 
  
      	  $78,925 
  
      	  6.16% 
  
      	  $11,544 
  
      	  $67,381 
  
     
 
      
      	  1983 
  
      	  $67,381 
  
      	  23.57% 
  
      	  $83,263 
  
      	  3.21% 
  
      	  $11,914 
  
      	  $71,348 
  
     
 
      
      	  1984 
  
      	  $71,348 
  
      	  10.70% 
  
      	  $78,983 
  
      	  4.32% 
  
      	  $12,429 
  
      	  $66,554 
  
     
 
      
      	  1985 
  
      	  $66,554 
  
      	  28.53% 
  
      	  $85,542 
  
      	  3.56% 
  
      	  $12,871 
  
      	  $72,670 
  
     
 
      
      	  1986 
  
      	  $72,670 
  
      	  18.40% 
  
      	  $86,041 
  
      	  1.86% 
  
      	  $13,111 
  
      	  $72,931 
  
     
 
      
      	  1987 
  
      	  $72,931 
  
      	  2.28% 
  
      	  $74,593 
  
      	  3.65% 
  
      	  $13,589 
  
      	  $61,004 
  
     
 
      
      	  1988 
  
      	  $61,004 
  
      	  16.11% 
  
      	  $70,832 
  
      	  4.14% 
  
      	  $14,152 
  
      	  $56,680 
  
     
 
      
      	  1989 
  
      	  $56,680 
  
      	  21.60% 
  
      	  $68,923 
  
      	  4.82% 
  
      	  $14,834 
  
      	  $54,089 
  
     
 
      
      	  1990 
  
      	  $54,089 
  
      	  -2.81% 
  
      	  $52,569 
  
      	  5.40% 
  
      	  $15,635 
  
      	  $36,934 
  
     
 
      
      	  1991 
  
      	  $36,934 
  
      	  23.65% 
  
      	  $45,669 
  
      	  4.21% 
  
      	  $16,293 
  
      	  $29,375 
  
     
 
      
      	  1992 
  
      	  $29,375 
  
      	  7.93% 
  
      	  $31,705 
  
      	  3.01% 
  
      	  $16,784 
  
      	  $14,921 
  
     
 
      
      	  1993 
  
      	  $14,921 
  
      	  13.52% 
  
      	  $16,938 
  
      	  2.99% 
  
      	  $17,286 
  
      	  -$347 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    A 4% inflation-adjusted withdrawal did last throughout your retirement.  
 
    


 
   
  
 



 
 
    Table 12 
 
    
    
      
      	  Wellington 4% Inflation adjusted, Start 1973 
  
     
 
      
      	    
  
      	  Starting Value 
  
      	  Nominal Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1973 
  
      	  $100,000 
  
      	  -11.83% 
  
      	  $88,170 
  
      	  6.22% 
  
      	  $4,249 
  
      	  $83,921 
  
     
 
      
      	  1974 
  
      	  $83,921 
  
      	  -17.73% 
  
      	  $69,042 
  
      	  11.04% 
  
      	  $4,718 
  
      	  $64,324 
  
     
 
      
      	  1975 
  
      	  $64,324 
  
      	  25.18% 
  
      	  $80,521 
  
      	  9.13% 
  
      	  $5,149 
  
      	  $75,372 
  
     
 
      
      	  1976 
  
      	  $75,372 
  
      	  23.38% 
  
      	  $92,994 
  
      	  5.76% 
  
      	  $5,445 
  
      	  $87,549 
  
     
 
      
      	  1977 
  
      	  $87,549 
  
      	  -4.38% 
  
      	  $83,715 
  
      	  6.50% 
  
      	  $5,799 
  
      	  $77,915 
  
     
 
      
      	  1978 
  
      	  $77,915 
  
      	  5.32% 
  
      	  $82,061 
  
      	  7.59% 
  
      	  $6,239 
  
      	  $75,821 
  
     
 
      
      	  1979 
  
      	  $75,821 
  
      	  13.54% 
  
      	  $86,087 
  
      	  11.35% 
  
      	  $6,947 
  
      	  $79,140 
  
     
 
      
      	  1980 
  
      	  $79,140 
  
      	  22.58% 
  
      	  $97,010 
  
      	  13.50% 
  
      	  $7,885 
  
      	  $89,125 
  
     
 
      
      	  1981 
  
      	  $89,125 
  
      	  2.90% 
  
      	  $91,709 
  
      	  10.32% 
  
      	  $8,699 
  
      	  $83,010 
  
     
 
      
      	  1982 
  
      	  $83,010 
  
      	  24.55% 
  
      	  $103,389 
  
      	  6.16% 
  
      	  $9,235 
  
      	  $94,154 
  
     
 
      
      	  1983 
  
      	  $94,154 
  
      	  23.57% 
  
      	  $116,346 
  
      	  3.21% 
  
      	  $9,531 
  
      	  $106,815 
  
     
 
      
      	  1984 
  
      	  $106,815 
  
      	  10.70% 
  
      	  $118,244 
  
      	  4.32% 
  
      	  $9,943 
  
      	  $108,301 
  
     
 
      
      	  1985 
  
      	  $108,301 
  
      	  28.53% 
  
      	  $139,199 
  
      	  3.56% 
  
      	  $10,297 
  
      	  $128,902 
  
     
 
      
      	  1986 
  
      	  $128,902 
  
      	  18.40% 
  
      	  $152,620 
  
      	  1.86% 
  
      	  $10,489 
  
      	  $142,131 
  
     
 
      
      	  1987 
  
      	  $142,131 
  
      	  2.28% 
  
      	  $145,372 
  
      	  3.65% 
  
      	  $10,871 
  
      	  $134,501 
  
     
 
      
      	  1988 
  
      	  $134,501 
  
      	  16.11% 
  
      	  $156,169 
  
      	  4.14% 
  
      	  $11,322 
  
      	  $144,847 
  
     
 
      
      	  1989 
  
      	  $144,847 
  
      	  21.60% 
  
      	  $176,134 
  
      	  4.82% 
  
      	  $11,867 
  
      	  $164,267 
  
     
 
      
      	  1990 
  
      	  $164,267 
  
      	  -2.81% 
  
      	  $159,651 
  
      	  5.40% 
  
      	  $12,508 
  
      	  $147,143 
  
     
 
      
      	  1991 
  
      	  $147,143 
  
      	  23.65% 
  
      	  $181,942 
  
      	  4.21% 
  
      	  $13,035 
  
      	  $168,907 
  
     
 
      
      	  1992 
  
      	  $168,907 
  
      	  7.93% 
  
      	  $182,302 
  
      	  3.01% 
  
      	  $13,427 
  
      	  $168,875 
  
     
 
      
      	  1993 
  
      	  $168,875 
  
      	  13.52% 
  
      	  $191,707 
  
      	  2.99% 
  
      	  $13,828 
  
      	  $177,878 
  
     
 
      
      	  1994 
  
      	  $177,878 
  
      	  -0.49% 
  
      	  $177,006 
  
      	  2.56% 
  
      	  $14,182 
  
      	  $162,824 
  
     
 
      
      	  1995 
  
      	  $162,824 
  
      	  32.92% 
  
      	  $216,426 
  
      	  2.83% 
  
      	  $14,584 
  
      	  $201,842 
  
     
 
      
      	  1996 
  
      	  $201,842 
  
      	  16.19% 
  
      	  $234,520 
  
      	  2.95% 
  
      	  $15,014 
  
      	  $219,506 
  
     
 
      
      	  1997 
  
      	  $219,506 
  
      	  23.23% 
  
      	  $270,497 
  
      	  2.29% 
  
      	  $15,358 
  
      	  $255,139 
  
     
 
      
      	  1998 
  
      	  $255,139 
  
      	  12.06% 
  
      	  $285,909 
  
      	  1.56% 
  
      	  $15,597 
  
      	  $270,311 
  
     
 
      
      	  1999 
  
      	  $270,311 
  
      	  4.41% 
  
      	  $282,232 
  
      	  2.21% 
  
      	  $15,942 
  
      	  $266,290 
  
     
 
      
      	  2000 
  
      	  $266,290 
  
      	  10.40% 
  
      	  $293,984 
  
      	  3.36% 
  
      	  $16,478 
  
      	  $277,506 
  
     
 
      
      	  2001 
  
      	  $277,506 
  
      	  4.19% 
  
      	  $289,134 
  
      	  2.85% 
  
      	  $16,947 
  
      	  $272,186 
  
     
 
      
      	  2002 
  
      	  $272,186 
  
      	  -6.90% 
  
      	  $253,405 
  
      	  1.58% 
  
      	  $17,215 
  
      	  $236,190 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    The problem with a 4% distribution comes from the fact that you were spending a lot less during the first part of your retirement….the years you are most active and eager to enjoy your new-found freedom.  So, if security is required in that you never run out of money the obvious solution is to never spend anything from your portfolio and you’ll never run out of money! 
 
      
 
    But that isn’t reasonable!  
 
      
 
    Is there a better way...at least using historical numbers? In the following chapters we’ll investigate. 


 
   
  
 

 HALFTIME REPORT 
 
      
 
    Before we move forward let’s analyze what we’ve learned so far.  Inflation is the destroyer of retirement plans!  Historically, recessions, and even depressions, have been a lot more manageable than high inflation. 
 
      
 
    Thankfully, I don’t believe we are heading into an inflationary time at all. I think Japan is more likely to be our future. The Japanese have had a high debt to GDP ratio for decades now. Low unemployment, low inflation, low bond yields, low growth and an older population.  
 
      
 
    From 1990 to 2018 Japan averaged all of .47% annual inflation.  In the 21st century, Japan’s inflation has been .09%. You read that right, less than 1/10th of 1% a year inflation since 2000. 
 
      
 
    Since 1990 their growth rate has been an anemic 1.14% annually and only .93% a year since 2000.  
 
      
 
    Yields on their 10 year Government bonds are actually NEGATIVE currently and they’ve only averaged  1.88% going back to 1990. 
 
      
 
    Lastly, the Nikkei, their version of the S&P 500, has averaged .96% since 1990 and 3.84% since 2000. 
 
      
 
    What to make of this? Well, if we use Japan as our proxy for a low return, low inflation retirement environment how would we stand? 
 
      
 
    Table 13 
 
    
    
      
      	  Nikkei 5% Inflation-adjusted, Start 1990 
  
     
 
      
      	  Year 
  
      	  NIKKEI Returns 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	  1990 
  
      	  -38.72% 
  
      	  $61,280 
  
      	  3.08% 
  
      	  $5,154 
  
      	  $56,126 
  
     
 
      
      	  1991 
  
      	  -3.63% 
  
      	  $54,089 
  
      	  3.25% 
  
      	  $5,322 
  
      	  $48,767 
  
     
 
      
      	  1992 
  
      	  -26.36% 
  
      	  $35,912 
  
      	  1.76% 
  
      	  $5,415 
  
      	  $30,497 
  
     
 
      
      	  1993 
  
      	  2.91% 
  
      	  $31,384 
  
      	  1.24% 
  
      	  $5,482 
  
      	  $25,902 
  
     
 
      
      	  1994 
  
      	  13.24% 
  
      	  $29,332 
  
      	  0.70% 
  
      	  $5,521 
  
      	  $23,811 
  
     
 
      
      	  1995 
  
      	  0.74% 
  
      	  $23,987 
  
      	  -0.13% 
  
      	  $5,514 
  
      	  $18,474 
  
     
 
      
      	  1996 
  
      	  -2.55% 
  
      	  $18,002 
  
      	  0.14% 
  
      	  $5,521 
  
      	  $12,481 
  
     
 
      
      	  1997 
  
      	  -21.19% 
  
      	  $9,836 
  
      	  1.75% 
  
      	  $5,618 
  
      	  $4,219 
  
     
 
      
      	  1998 
  
      	  -9.28% 
  
      	  $3,827 
  
      	  0.66% 
  
      	  $5,655 
  
      	  -$1,828 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    As you can see,investing $100,000 and taking 5% initially and adjusting for inflation every year thereafter, we’d have run out of money in 9 years.  When you’re taking money out and the markets are getting hammered you are sunk.  
 
      
 
    From our own experience in the US, it is inflation that has sunk many retirement boats.  But that’s not the only risk we face, as our friends in Japan show us. We have to worry about big investment losses on the front end of retirement, what is called “sequence of returns risk.” 
 
      
 
    It’s almost like there is no place to hide.  
 
      
 
    But let’s keep looking at Japan for a moment shall we? 
 
      
 
    Check this out… 
 
      
 
    


 
   
  
 



 
 
      
 
    Table 14 
 
    
    
      
      	  Japan Bonds 5% Inflation-adjusted, Start 1990 
  
     
 
      
      	  Year 
  
      	  Government Bonds 
  
      	  Portfolio Value 
  
      	  Inflation 
  
      	  Annual Withdrawal 
  
      	  Ending Value 
  
     
 
      
      	    
  
      	    
  
      	  $100,000 
  
      	    
  
      	  $5,000 
  
      	    
  
     
 
      
      	  1990 
  
      	  6.96% 
  
      	  $106,960 
  
      	  3.08% 
  
      	  $5,154 
  
      	  $101,806 
  
     
 
      
      	  1991 
  
      	  6.34% 
  
      	  $109,353 
  
      	  3.25% 
  
      	  $5,322 
  
      	  $102,936 
  
     
 
      
      	  1992 
  
      	  5.33% 
  
      	  $110,694 
  
      	  1.76% 
  
      	  $5,415 
  
      	  $103,003 
  
     
 
      
      	  1993 
  
      	  4.32% 
  
      	  $110,958 
  
      	  1.24% 
  
      	  $5,482 
  
      	  $101,972 
  
     
 
      
      	  1994 
  
      	  4.36% 
  
      	  $111,222 
  
      	  0.70% 
  
      	  $5,521 
  
      	  $100,900 
  
     
 
      
      	  1995 
  
      	  3.44% 
  
      	  $110,483 
  
      	  -0.13% 
  
      	  $5,514 
  
      	  $98,861 
  
     
 
      
      	  1996 
  
      	  3.10% 
  
      	  $109,362 
  
      	  0.14% 
  
      	  $5,521 
  
      	  $96,406 
  
     
 
      
      	  1997 
  
      	  2.37% 
  
      	  $107,436 
  
      	  1.75% 
  
      	  $5,618 
  
      	  $93,077 
  
     
 
      
      	  1998 
  
      	  1.54% 
  
      	  $104,529 
  
      	  0.66% 
  
      	  $5,655 
  
      	  $88,857 
  
     
 
      
      	  1999 
  
      	  1.75% 
  
      	  $101,754 
  
      	  -0.34% 
  
      	  $5,636 
  
      	  $84,775 
  
     
 
      
      	  2000 
  
      	  1.74% 
  
      	  $98,942 
  
      	  -0.68% 
  
      	  $5,597 
  
      	  $80,656 
  
     
 
      
      	  2001 
  
      	  1.32% 
  
      	  $95,710 
  
      	  -0.74% 
  
      	  $5,556 
  
      	  $76,164 
  
     
 
      
      	  2002 
  
      	  1.26% 
  
      	  $92,418 
  
      	  -0.92% 
  
      	  $5,505 
  
      	  $71,622 
  
     
 
      
      	  2003 
  
      	  1.00% 
  
      	  $88,897 
  
      	  -0.26% 
  
      	  $5,491 
  
      	  $66,850 
  
     
 
      
      	  2004 
  
      	  1.49% 
  
      	  $85,766 
  
      	  -0.01% 
  
      	  $5,490 
  
      	  $62,357 
  
     
 
      
      	  2005 
  
      	  1.35% 
  
      	  $82,476 
  
      	  -0.28% 
  
      	  $5,475 
  
      	  $57,728 
  
     
 
      
      	  2006 
  
      	  1.74% 
  
      	  $79,456 
  
      	  0.25% 
  
      	  $5,488 
  
      	  $53,244 
  
     
 
      
      	  2007 
  
      	  1.67% 
  
      	  $76,315 
  
      	  0.06% 
  
      	  $5,492 
  
      	  $48,639 
  
     
 
      
      	  2008 
  
      	  1.47% 
  
      	  $72,978 
  
      	  1.38% 
  
      	  $5,567 
  
      	  $43,786 
  
     
 
      
      	  2009 
  
      	  1.33% 
  
      	  $69,438 
  
      	  -1.35% 
  
      	  $5,492 
  
      	  $38,877 
  
     
 
      
      	  2010 
  
      	  1.15% 
  
      	  $65,791 
  
      	  -0.72% 
  
      	  $5,453 
  
      	  $33,871 
  
     
 
      
      	  2011 
  
      	  1.10% 
  
      	  $62,106 
  
      	  -0.27% 
  
      	  $5,438 
  
      	  $28,807 
  
     
 
      
      	  2012 
  
      	  0.84% 
  
      	  $58,238 
  
      	  -0.05% 
  
      	  $5,435 
  
      	  $23,612 
  
     
 
      
      	  2013 
  
      	  0.69% 
  
      	  $54,261 
  
      	  0.35% 
  
      	  $5,454 
  
      	  $18,321 
  
     
 
      
      	  2014 
  
      	  0.52% 
  
      	  $50,158 
  
      	  2.76% 
  
      	  $5,605 
  
      	  $12,811 
  
     
 
      
      	  2015 
  
      	  0.35% 
  
      	  $45,834 
  
      	  0.79% 
  
      	  $5,649 
  
      	  $7,207 
  
     
 
      
      	  2016 
  
      	  -0.07% 
  
      	  $41,287 
  
      	  -0.12% 
  
      	  $5,642 
  
      	  $1,560 
  
     
 
      
      	  2017 
  
      	  0.05% 
  
      	  $36,792 
  
      	  0.47% 
  
      	  $5,669 
  
      	  -$4,108 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
      
 
      
 
      
 
    In the above table, I’m using the yield on the 10 Year Japanese Government Bonds as the rate of return for that specific year. In 1990, the Japanese 10 Year Bond was paying 6.96%. In 2000 it was paying 1.74%. In 2016 it was paying NEGATIVE .07% etc. You get the picture. That yield is the return we get for those specific years.  
 
      
 
    If we took a 5% initial distribution, adjusted each year for inflation, our money lasted 27 years, well beyond the average retirement for most people, and this is with NO risk as government bonds can’t go bankrupt.  
 
      
 
    If we only took 4% a year out our money lasted your entire retirement… 
 
      
 
    What can we take away from all this?  Stay with me and I’ll show you… 
 
      
 
    


 
   
  
 

 WELLINGTON FUND IN THE AUGHT’S (2000S) 
 
      
 
    Now this may shock you, but believe it or not, the first decade of 2000 was actually worse for American investors than the decade of the 1930s. The S&P 500 averaged over 5% annually back then whereas in the 2000s it was just over 1%.  Factor in inflation, which didn’t exist in the 1930s but certainly did in the 2000s, and the ‘aughts’ were downright ugly compared to the Depression Decade.  Hard to believe, isn’t it? 
 
      
 
    In the table below you’ll see that by investing only in the S&P 500, taking an initial 4% distribution and adjusting for inflation, we barely survived 20 years.   
 
      
 
    Table 15 
 
    
    
      
      	  S & P 500 4% Inflation-Adjustment Withdrawals Start 2000 
  
     
 
      
      	  Year 
  
      	  Starting Balance 
  
      	  S&P Return 
  
      	  Year End 
  
      	  Inflation 
  
      	  Annual Distribution 
  
      	  Ending Balance 
  
     
 
      
      	  2000 
  
      	  $100,000 
  
      	  -9.11% 
  
      	  $90,890 
  
      	  3.36% 
  
      	  $4,134 
  
      	  $86,756 
  
     
 
      
      	  2001 
  
      	  $86,756 
  
      	  -11.98% 
  
      	  $76,362 
  
      	  2.85% 
  
      	  $4,252 
  
      	  $72,110 
  
     
 
      
      	  2002 
  
      	  $72,110 
  
      	  -22.27% 
  
      	  $56,051 
  
      	  1.58% 
  
      	  $4,319 
  
      	  $51,732 
  
     
 
      
      	  2003 
  
      	  $51,732 
  
      	  28.72% 
  
      	  $66,589 
  
      	  2.28% 
  
      	  $4,418 
  
      	  $62,171 
  
     
 
      
      	  2004 
  
      	  $62,171 
  
      	  10.82% 
  
      	  $68,898 
  
      	  2.66% 
  
      	  $4,535 
  
      	  $64,363 
  
     
 
      
      	  2005 
  
      	  $64,363 
  
      	  4.79% 
  
      	  $67,446 
  
      	  3.39% 
  
      	  $4,689 
  
      	  $62,756 
  
     
 
      
      	  2006 
  
      	  $62,756 
  
      	  15.74% 
  
      	  $72,634 
  
      	  3.23% 
  
      	  $4,841 
  
      	  $67,794 
  
     
 
      
      	  2007 
  
      	  $67,794 
  
      	  5.46% 
  
      	  $71,495 
  
      	  2.85% 
  
      	  $4,979 
  
      	  $66,517 
  
     
 
      
      	  2008 
  
      	  $66,517 
  
      	  -37.22% 
  
      	  $41,759 
  
      	  3.84% 
  
      	  $5,170 
  
      	  $36,589 
  
     
 
      
      	  2009 
  
      	  $36,589 
  
      	  27.11% 
  
      	  $46,509 
  
      	  -0.36% 
  
      	  $5,151 
  
      	  $41,358 
  
     
 
      
      	  2010 
  
      	  $41,358 
  
      	  14.87% 
  
      	  $47,508 
  
      	  1.64% 
  
      	  $5,236 
  
      	  $42,272 
  
     
 
      
      	  2011 
  
      	  $42,272 
  
      	  2.07% 
  
      	  $43,147 
  
      	  3.16% 
  
      	  $5,401 
  
      	  $37,746 
  
     
 
      
      	  2012 
  
      	  $37,746 
  
      	  15.88% 
  
      	  $43,740 
  
      	  2.07% 
  
      	  $5,513 
  
      	  $38,227 
  
     
 
      
      	  2013 
  
      	  $38,227 
  
      	  32.43% 
  
      	  $50,624 
  
      	  1.46% 
  
      	  $5,593 
  
      	  $45,031 
  
     
 
      
      	  2014 
  
      	  $45,031 
  
      	  13.81% 
  
      	  $51,249 
  
      	  1.62% 
  
      	  $5,684 
  
      	  $45,565 
  
     
 
      
      	  2015 
  
      	  $45,565 
  
      	  1.31% 
  
      	  $46,162 
  
      	  0.12% 
  
      	  $5,691 
  
      	  $40,472 
  
     
 
      
      	  2016 
  
      	  $40,472 
  
      	  11.93% 
  
      	  $45,300 
  
      	  1.26% 
  
      	  $5,763 
  
      	  $39,537 
  
     
 
      
      	  2017 
  
      	  $39,537 
  
      	  21.94% 
  
      	  $48,212 
  
      	  2.13% 
  
      	  $5,885 
  
      	  $42,327 
  
     
 
      
      	  2018 
  
      	  $42,327 
  
      	  -4.42% 
  
      	  $40,456 
  
      	  2.44% 
  
      	  $6,029 
  
      	  $34,427 
  
     
 
      
      	  2019 
  
      	  $34,427 
  
      	  31.07% 
  
      	  $45,123 
  
      	  2.30% 
  
      	  $6,168 
  
      	  $38,956 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
      
 
      
 
    Yet, look at this chart below.  This is the Wellington Fund with 6% annual distributions, adjusted for inflation. After 20 years, you were still above what you started with! 
 
      
 
    Chart 6 
 
    [image: Chart] 
 
      
 
      
 
    As you can see, the S&P 500 got smoked by Wellington during the first part of the 21st century.  The reason for this is two fold.   
 
    
    	 Wellington relies on large cap value stocks. 
 
    	 Wellington has ⅓ of its portfolio in bonds 
 
   
 
      
 
    Large Cap Value stocks fell “only” 26% from 2000-2002. Whereas Large Cap Growth Stocks, which make up a huge portion of the S&P 500,  fell 49% during that same time. (I’m using VIVAX and VIGRX as proxies here). 
 
      
 
    Bonds actually INCREASED 30% during the same time! (Using VBMFX as proxy). 
 
      
 
    So, while the market as a whole fell in 2000-2002, it was GROWTH stocks that took the brunt of the decline AND bonds did what they were supposed to do, offset stock losses. Be advised, this doesn’t happen ALL the time. (You can look at VCFIX as your proxy to see what happened to corporate bonds in 2008.) 
 
      
 
      
 
    


 
   
  
 



 
 
    THE CONUNDRUM 
 
      
 
    Over the last nine decades investors have had three significant, yet completely different, market cycles to contend with: 
 
    
    	 Depression with low stock returns (1929-1939) 
 
    	 Inflation with low stock returns (1966-1982) 
 
    	 Moderately low inflation with low stock returns (2000-2009) 
 
   
 
      
 
    Oh those three scenarios, twice did The Wellington Fund best the S&P 500.  But one time the S&P 500 survived where Wellington did not.  
 
      
 
    So, for a soon-to-retire-investor you’re at quite the fork in the road aren’t you? Which path do you take? Choose wrong and you’re broke. 
 
      
 
    In the following pages I’m going to introudce you to my version of the path less taken. 
 
      
 
      
 
    


 
   
  
 

 THE BARBELL RETIREMENT PLAN 
 
    I’m sure you’ve heard countless financial gurus say you should keep between 3-6 months in cash as an emergency fund.  I agree with this advice...while you’re working. But when you retire, I recommend you keep more, MUCH more, in a cash account of some sort. In fact, I recommend keeping 4 YEARS of cash in your retirement portfolio.  
 
      
 
    Yes, you heard that right. Four years of cash for the simple reason that the “Sequence of Returns Risk” is real. Just look at Table 13 from previous chapters. If you retired in 1990 and invested in the Japanese Nikkei you were broke in 9 years. Pulling money out of a dwindling portfolio is the kiss of death for your retirement plan.  
 
      
 
    Now, you might have looked at Tables 14 and 15 and believe the answer to Sequence of Returns Risk is bonds because if you invested in Japanese Government bonds during that same time period you’d have done rather well. Unfortunately, bonds aren’t yielding much today.  As of this writing the yield on the 10 year U.S. Treasury is .66%.  Inflation, however, is always a concern and even if it’s low today it is a bond killer.  
 
      
 
    So what do we do??? WHAT DO WE DO???!!! 
 
      
 
    Let me introduce you to the Barbell Retirement Plan with the  Wellington Fund.  
 
      
 
    The plan is quite simple.  You hold four years of your annual expenses in a cash-like account and the rest in the Wellington Fund.  When the Wellington Fund has a down year, you pull your expenses from the cash bucket.  When Wellington is up, you pull your expenses from Wellington. (For my video explanations of the Barbell Retirement Plan please go here.) 
 
      
 
    Now, I want to be clear here, expenses are just what you need from the portfolio each year, nothing more.  For instance, if you need $15,000 to live on but $10,000 is covered from Social Security, $5,000 is what you need from your portfolio each year. Multiply that $5,000 by four years and you should start your retirement with $20,000 in cash.  Your annual expenses are $6,000?  You’d put $24,000 in a cash-like account. 
 
      
 
    Table 16 below will show you how this works. We started our retirement in 1930.  We have 4 years of expenses in cash and the rest in Wellington.  When the market is down, as it was in 1930, 1931 and 1932 we withdraw our expenses from the cash bucket. We do not want to withdraw from the stock portfolio during market declines!  I can’t stress this enough.   
 
      
 
      
 
      
 
    


 
   
  
 



 
 
      
 
    Table 16 
 
    
    
      
      	  Wellington Barbell 5% Inflation-Adj. Start 1930 
  
     
 
      
      	    
  
      	  Wellington Fund 
  
      	    
  
      	    
  
      	    
  
      	  Total Portfolio End Value 
  
     
 
      
      	  Year 
  
      	  Beginning Value 
  
      	  Wellington Returns 
  
      	  End of Year Value 
  
      	  Cash 
  
      	  Inflation 
  
      	  Withdrawal Amount 
  
     
 
      
      	    
  
      	  $80,000 
  
      	    
  
      	    
  
      	  $20,000 
  
      	    
  
      	  $5,000 
  
      	    
  
     
 
      
      	  1930 
  
      	  $80,000 
  
      	  -21.21% 
  
      	  $63,032 
  
      	  $15,117 
  
      	  -2.34% 
  
      	  $4,883 
  
      	  $78,149 
  
     
 
      
      	  1931 
  
      	  $63,032 
  
      	  -26.43% 
  
      	  $46,373 
  
      	  $10,672 
  
      	  -8.98% 
  
      	  $4,445 
  
      	  $57,045 
  
     
 
      
      	  1932 
  
      	  $46,373 
  
      	  -1.82% 
  
      	  $45,529 
  
      	  $6,667 
  
      	  -9.87% 
  
      	  $4,006 
  
      	  $52,195 
  
     
 
      
      	  1933 
  
      	  $45,529 
  
      	  6.83% 
  
      	  $44,837 
  
      	  $6,667 
  
      	  -5.11% 
  
      	  $3,801 
  
      	  $51,504 
  
     
 
      
      	  1934 
  
      	  $44,837 
  
      	  20.33% 
  
      	  $50,034 
  
      	  $6,667 
  
      	  3.08% 
  
      	  $3,918 
  
      	  $56,701 
  
     
 
      
      	  1935 
  
      	  $50,034 
  
      	  35.33% 
  
      	  $63,705 
  
      	  $6,667 
  
      	  2.24% 
  
      	  $4,006 
  
      	  $70,372 
  
     
 
      
      	  1936 
  
      	  $63,705 
  
      	  31.33% 
  
      	  $79,600 
  
      	  $6,667 
  
      	  1.46% 
  
      	  $4,064 
  
      	  $86,267 
  
     
 
      
      	  1937 
  
      	  $79,600 
  
      	  -35.41% 
  
      	  $51,414 
  
      	  $2,456 
  
      	  3.60% 
  
      	  $4,211 
  
      	  $53,869 
  
     
 
      
      	  1938 
  
      	  $51,414 
  
      	  19.11% 
  
      	  $57,116 
  
      	  $2,456 
  
      	  -2.08% 
  
      	  $4,123 
  
      	  $59,571 
  
     
 
      
      	  1939 
  
      	  $57,116 
  
      	  10.31% 
  
      	  $58,939 
  
      	  $2,456 
  
      	  -1.42% 
  
      	  $4,065 
  
      	  $61,395 
  
     
 
      
      	  1940 
  
      	  $58,939 
  
      	  0.16% 
  
      	  $54,940 
  
      	  $2,456 
  
      	  0.72% 
  
      	  $4,094 
  
      	  $57,396 
  
     
 
      
      	  1941 
  
      	  $54,940 
  
      	  -3.91% 
  
      	  $48,493 
  
      	  $2,456 
  
      	  5.00% 
  
      	  $4,299 
  
      	  $50,949 
  
     
 
      
      	  1942 
  
      	  $48,493 
  
      	  16.62% 
  
      	  $51,786 
  
      	  $2,456 
  
      	  10.88% 
  
      	  $4,766 
  
      	  $54,242 
  
     
 
      
      	  1943 
  
      	  $51,786 
  
      	  24.88% 
  
      	  $59,612 
  
      	  $2,456 
  
      	  6.13% 
  
      	  $5,058 
  
      	  $62,068 
  
     
 
      
      	  1944 
  
      	  $59,612 
  
      	  19.37% 
  
      	  $66,013 
  
      	  $2,456 
  
      	  1.73% 
  
      	  $5,146 
  
      	  $68,469 
  
     
 
      
      	  1945 
  
      	  $66,013 
  
      	  23.13% 
  
      	  $76,019 
  
      	  $2,456 
  
      	  2.27% 
  
      	  $5,263 
  
      	  $78,475 
  
     
 
      
      	  1946 
  
      	  $76,019 
  
      	  -2.41% 
  
      	  $68,486 
  
      	  $2,456 
  
      	  8.33% 
  
      	  $5,701 
  
      	  $70,942 
  
     
 
      
      	  1947 
  
      	  $68,486 
  
      	  -3.47% 
  
      	  $59,590 
  
      	  $2,456 
  
      	  14.36% 
  
      	  $6,520 
  
      	  $62,046 
  
     
 
      
      	  1948 
  
      	  $59,590 
  
      	  3.85% 
  
      	  $54,838 
  
      	  $2,456 
  
      	  8.07% 
  
      	  $7,046 
  
      	  $57,294 
  
     
 
      
      	  1949 
  
      	  $54,838 
  
      	  16.50% 
  
      	  $56,927 
  
      	  $2,456 
  
      	  -1.24% 
  
      	  $6,959 
  
      	  $59,383 
  
     
 
      
      	  1950 
  
      	  $56,927 
  
      	  12.69% 
  
      	  $57,105 
  
      	  $2,456 
  
      	  1.26% 
  
      	  $7,046 
  
      	  $59,561 
  
     
 
      
      	  1951 
  
      	  $57,105 
  
      	  12.32% 
  
      	  $56,539 
  
      	  $2,456 
  
      	  7.88% 
  
      	  $7,602 
  
      	  $58,995 
  
     
 
      
      	  1952 
  
      	  $56,539 
  
      	  10.99% 
  
      	  $55,005 
  
      	  $2,456 
  
      	  1.92% 
  
      	  $7,748 
  
      	  $57,461 
  
     
 
      
      	  1953 
  
      	  $55,005 
  
      	  1.87% 
  
      	  $48,228 
  
      	  $2,456 
  
      	  0.75% 
  
      	  $7,806 
  
      	  $50,684 
  
     
 
      
      	  1954 
  
      	  $48,228 
  
      	  30.88% 
  
      	  $55,256 
  
      	  $2,456 
  
      	  0.75% 
  
      	  $7,864 
  
      	  $57,712 
  
     
 
      
      	  1955 
  
      	  $55,256 
  
      	  15.54% 
  
      	  $56,008 
  
      	  $2,456 
  
      	  -0.37% 
  
      	  $7,835 
  
      	  $58,464 
  
     
 
      
      	  1956 
  
      	  $56,008 
  
      	  4.43% 
  
      	  $50,538 
  
      	  $2,456 
  
      	  1.49% 
  
      	  $7,952 
  
      	  $52,993 
  
     
 
      
      	  1957 
  
      	  $50,538 
  
      	  -4.30% 
  
      	  $40,149 
  
      	  $2,456 
  
      	  3.31% 
  
      	  $8,215 
  
      	  $42,605 
  
     
 
      
      	  1958 
  
      	  $40,149 
  
      	  28.47% 
  
      	  $43,131 
  
      	  $2,456 
  
      	  2.85% 
  
      	  $8,449 
  
      	  $45,587 
  
     
 
      
      	  1959 
  
      	  $43,131 
  
      	  8.86% 
  
      	  $38,445 
  
      	  $2,456 
  
      	  0.69% 
  
      	  $8,507 
  
      	  $40,900 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
      
 
      
 
    From 1933-1936, the market was positive so we withdrew from the Wellington Fund.  In 1937, the market again got crushed so we were back withdrawing from the cash bucket.  And you keep doing this until you have no cash.  By 1937, in the example, we’re basically out of cash but now we’re eight years into our retirement.  Because we were not drawing down a stock portfolio that was getting destroyed our portfolio SHOULD be able to survive which is exactly what happened in this scenario.  In 1959, thirty years into retirement, we still had money left. Remember when we were not using the Barbell? Table 3 showed that taking a 5%  inflation-adjusted distribution we ran out of money in 24 years.  
 
      
 
    Should you add to your cash bucket when it has run out?  That is a matter of preference. Once you’re eight years into retirement, as is the case in the example of Table 16, I wouldn’t bother. Remember, the whole reason for the barbell, i.e., putting four years in cash, is to avoid withdrawing from the Wellington Fund while it’s losing money in the beginning of retirement.  
 
      
 
    After you’re many years into retirement, just live off the Wellington Fund like any normal retirement plan. If you want to take some money out to secure in cash, by all means do so, but there is no magic formula for that.  We just want to make sure we do not get crushed at the beginning of your retirement.  If you can survive those early years, you should be golden.  
 
      
 
      
 
      
 
      
 
      
 
    


 
   
  
 

 BARBELL WITH 5% DISTRIBUTIONS 
 
      
 
    Going forward we’re going to say you retire with $100,000 and you need a certain amount of income from your portfolio each year. Then we’re going to run two different scenarios based on that initial withdrawal rate.  We’re going to adjust for inflation in scenario 1 and in scenario 2 we’ll take a FIXED distribution each year, i.e., not adjusting for inflation.  
 
      
 
    Now, many of you will freak out regarding scenario 2. You’ll scream “not adjusting for inflation!!!  That’s just stupid!”  And you’d be wrong.  Until the late 1930s, this country had DEFLATION. It’s only the last 80 years we’ve had inflation, and even most of those 80 years inflation was moderate. Oh, don’t get me wrong, there was significant inflation in the 1970’s, which we’ll cover, but that was the exception, NOT the rule.  
 
      
 
    Deflation, while seemingly an ancient concept, may or may not ever come back.  But significant inflation is actually MUCH less an occurrence in American history. We will look at each, though,  just to cover both sides of the story, and of course, we’ll dive into our recent history of low-to-moderate inflation as well. 
 
      
 
    We’ll use historical data on stocks, bonds and inflation, but we’ll assume no interest on the amount we have in cash.  And again, while we keep four years of cash the actual amount varies by how much income we need from our portfolio. To reiterate, a 5% withdrawal rate would have you start with $20,000 in cash and $80,000 in Wellington. A 6% withdrawal rate would have $24,000 in cash and $76,000 in Wellington. 
 
      
 
    Chart 7 below is simply a graphic version of Table 16 where our expenses are $5,000 initially and we adjust for inflation.  
 
      
 
    Chart 8 shows us what happened if we didn’t adjust for inflation and instead just took out $5,000 fixed each year.  
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
    Chart 7 
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    Chart 8 
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    The Wellington Fund was down 21% in 1930, followed by another 27% decline in 1931 and another 2% drop in 1932.  And yet, using the barbell,  your portfolio survived, even after retiring into the worst 3 year sequence on record for The Wellington Fund. 
 
      
 
    What if you retired in 1931 instead of 1930? 
 
      
 
    Chart 9 
 
      
 
    [image: Chart] 
 
    Look at that!  Not only did your portfolio SURVIVE with 5% initial distributions adjusted for inflation, it THRIVED! And remember, this was STILL knee-deep in the Great Depression. 
 
      
 
    If you took an initial $5,000 fixed distribution and did not adjust for inflation what happened then? 
 
      
 
    


 
   
  
 



 
 
    Chart 10 
 
    [image: Chart] 
 
    Same thing. You lived well AND were able to leave a bunch of money to your heirs too.  
 
      
 
    There are a few things I want to point out here.  
 
      
 
    First, as I stated previously, luck made all the difference in your retirement income.  Retiring in 1930 vs. 1931 led to completely different retirement income streams. 
 
      
 
    Secondly,  the above scenarios were in the midst of the GREAT DEPRESSION and yet, using the Barbell, your money survived, even taking 5% a year, adjusted for inflation or not.  
 
      
 
    Thirdly, and maybe most importantly, the reason you survived using the Barbell approach was because the cash gave you a buffer.  You did not have to pull money out of investments that were getting hammered. It’s next to impossible for your portfolio to recover when you are taking distributions from an investment portfolio that is down 40%. Having a secondary source of income is critical when the markets go into bear market territory. (This is one of the reasons I do advocate for reverse mortgages. I won’t get into that here but man, oh man, the people who dismiss reverse mortgages as “scams” are misleading you.  See my video on what critics get wrong about reverse mortgages here.)


 
   
  
 

 BARBELL WITH 6% DISTRIBUTIONS 
 
      
 
    The barbell worked so well with 5% distributions I figured, “Let’s try 6%!”  Not quite as successful as you can see below. 
 
      
 
    Chart 11 
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    Chart 12 
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    Taking a fixed $6,000 annual distribution our money ran out in 19 years.  Adjusting for inflation we had money for 22 years.  This is where the difference between inflation and deflation really comes to mind. If you are adjusting for inflation and we go into a DEFLATIONARY time period, you’re actually withdrawing less from your portfolio every year.  
 
      
 
    However, all is not lost with taking 6% distributions.  Look at what happened if we retired in 1931: 
 
      
 
    Chart 13 
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    And… 
 
      
 
    Chart 14 
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    As you can see, retiring in 1931 you had money left after 30 years in both scenarios. Again, this is DURING THE GREAT DEPRESSION!!!  How awesome is that? 
 
      
 
    


 
   
  
 



 
 
    For those interested, I did try with 7% distributions just to see what would happen. It didn’t work.  Check it.  
 
      
 
    Chart 15 
 
    [image: Chart] 
 
      
 
    You can see above that with 7% distributions adjusted for inflation you ran out of money in 1953. With a fixed $7,000 a year you ran out in 1952.  We’d chalk 7% distributions up as failing. Of course if it failed in 1931 it also failed in 1930.  So, 7% seems like a bridge too far.  
 
    


 
   
  
 

 BARBELL WITH 5.5% DISTRIBUTIONS 
 
      
 
    Given 5% distributions succeeded in 1930 and 6% did in 1931 but not 1930, I figured let’s try 5.5% distributions starting in 1930 to see what results we get.  
 
      
 
    Lookie here: 
 
      
 
    Chart 16 
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    We ran out of money... but 26 years into retirement.  That seems acceptable to me, actually. (If you took a fixed amount out, instead of adjusting for inflation, you also would have run out of money in 1955.  
 
      
 
    And, of course, it goes without saying that if you were successful taking 6% a year out starting in 1931 you would have been successful taking 5.5% out too 
 
      
 
    


 
   
  
 

 CONCLUSION OF THE DEPRESSION YEARS 
 
      
 
    The Depression Years were devastating.  There is no doubt about this.  From 1929-1932 the S&P 500 fell 9.46%, 22.72%, 44.2% and 5.81% consecutively.  Never have the markets fell as much over four years time.  
 
      
 
    Thankfully Wellington Fund missed 1929 but in 1930, 1931 and 1932 it did fall 21.21%, 26.43% and 1.82%. 
 
      
 
    It was BOOM TIME for the next four years though, the fund averaged 23.45% each year.  
 
      
 
    1937 comes around and BANG! - down another 35.41%. So, if you retired in 1930, you lost 2.62% annually for the first 8 years of your retirement.  It’s awful hard to successfully retire when you’re pulling money from a portfolio that’s losing nearly 3% a year on average. 
 
      
 
    Yet even during these crazy times you could have taken a 5% initial distribution adjusted for inflation, or $5,000 a year fixed, and your portfolio would have survived 30 years.  
 
      
 
    If you were so lucky to retire ONE YEAR LATER, in 1931, you could have taken 6% from your portfolio and it would have lasted 30 years.   
 
      
 
    So let me conclude this section by saying that while the Great Depression was bad, the DEFLATION during that decade saved many a retiree’s Wellington portfolio. 
 
      
 
    Unfortunately, as we fast forward into the 1960s and 1970s, you’re going to see where the real enemy comes to your retirement plan, INFLATION. 
 
      
 
    ***Even during The Great Depression you could have taken a 5% initial distribution adjusted for inflation, or not, and your portfolio would have survived 30 years. *** 
 
    


 
   
  
 

 THE PROBLEM WITH THE BARBELL APPROACH - INFLATION 
 
      
 
    As we discussed before, the inflationary years destroyed bonds and cash and as such the Wellington Barbell Retirement Plan didn’t save us.  
 
      
 
    Starting in 1966, 4% adjusted for inflation didn't survive a 30 year retirement. 5% adjusted for inflation didn’t last even 20 years. Inflation destroyed the barbell.  
 
      
 
    HOWEVER, there is good news.  
 
      
 
    A fixed distribution amount of $6,000 lasted the entirety of your retirement.  In fact, you had well over $200,000 left in your portfolio after 30 years. This is HUGE because my contention is, and evidence confirms, that you will be spending more money in the first part of your retirement and less later.  And as such, a strategy to take a larger initial amount out of your portfolio but fixed, not adjusted for inflation, is a strategy that has worked in inflationary times and deflationary times as well. I can’t stress how valuable this piece of information is.  More to come on this in later chapters. 
 
      
 
    Chart 17 
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    Let’s fast forward to 1973. Unlike the Great Depression years when the market was getting crushed but at least the cost of goods was declining, in 1973 and 1974 the market was getting crushed and at the same time the cost of goods was increasing rapidly. And yet… 
 
      
 
      
 
      
 
      
 
      
 
    Chart 18 
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    Even during times of huge market declines with very high inflation if you took out $8,500 a year, each year, you STILL had money left after 30 years! 
 
      
 
    I find this to be incredible. The concept of front-loading retirement spending with a high fixed amount has been successful in inflation AND deflation years, even with huge market crashes at the beginning of your retirement.  This finding actually led me to a whole different approach to retirement planning which I’ll introduce in the following chapters.  But suffice it to say, taking much more out of the portfolio in the first part of retirement, even during two of the most horrific years for investors in the last 100, you would not run out of money!  I just can’t get over this.  It’s AWESOME FOLKS!!! 
 
      
 
      
 
    ***Taking $8,500 FIXED distributons starting in 1973 would have lasted 30 years!*** 
 
      
 
      
 
    


 
   
  
 



 
 
    Now let’s not overlook the obvious flaw in the strategy. In a high-inflationary time period like the 1970s and going into the 1980s, your income will NOT keep up with inflation.  See below: 
 
      
 
      
 
    Chart 19 
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    As you can see, the $8,500 fixed withdrawals, gets overtaken by the inflation-adjusted 4% in 1982. By the time 2002 comes the 4% adjusted withdrawals is DOUBLE the $8,500 fixed.  Sounds bad doesn’t it? 
 
      
 
    Well, it’s not nearly as bad as you would think. By taking the $8,500 fixed distributions you would have withdrawn a total of $255,000 over the course of 30 years.  With the 4% adjusted distributions you withdrew $332,000, a difference of $77,000, which sounds like a lot. BUTTTT….the first 10 years of retirement, again the most active part of your retirement, you spent 33% MORE with the fixed distributions than you did with the 4% inflation-adjusted.  
 
      
 
    You may need to cut back some as you get older, I completely grant you that.  But, my friends, study after study, shows that people do that anyway as they age. I’ve written and done videos about this repeatedly. And I bet you have anecdotal experience with this yourselves, just ask your parents. Do they spend more in their late retirement years than they did in the early retirement years? Go ask ‘em, for real.  I’ll wait right here. 
 
   
  
 




 
 
    INTRODUCING THE REVERSE-RMD METHOD 
 
      
 
    In the course of researching this book with various spreadsheets, I came across a strategy that I’ve yet to hear anyone previously dive into; what I call the Reverse Required Minimum Distribution (RMD) plan. And the more I ran various number crunching scenarios the more I came to appreciate the beauty of this retirement plan. I almost didn’t include this section in this book as I will do an entire book solely on the strategy.  But for you who’ve purchased this book and have got this far, I simply can not hold back….this information is just too important.  
 
      
 
    Let me dive into the background first. As mentioned in previous chapters, I fully believe that retirees will spend LESS as they age. Frankly, I don’t find much debate in this anymore. Anecdotally AND empirically, the evidence all leads to the same conclusion - Older people consume less with each passing year.  
 
      
 
    Yes, there’s always an outlier. For instance, some, but not very many, will be faced with significant Long Term Care costs.  Well, you have a house, hopefully paid off, for which you can use to offset the cost in the unlikely event you need to pay for long term care expenses in the mid six figures.  
 
      
 
    Other than those outliers, it just makes sense that as you get older you don’t want to do as much. 85 year-olds aren't traveling to the same extent as they did when they were 65.  
 
      
 
    Unfortunately, the entirety of retirement planning seems to revolve around the idea of making sure that 85 year-old retirees ALWAYS have the same amount of spending power as the 65 year-old did. This means we are sacrificing the spending opportunity for that 65 year-old in order to achieve the same spending when he is 85.  That’s nuts.  
 
      
 
    “Hey Bob, aren’t you glad you didn’t go on that trip to Jerusalem when you were 65 before your wife died? Now that you are 85 you still have a lot of money to spend.”  
 
      
 
    Trust me, Bob will not take kindly to that question. 


 
   
  
 

 REVERSE RMD IN ACTION 
 
      
 
    This led me to try to find a way where we could spend MORE on the front end of retirement but not overly risk having NO money in our older years, even if we needed to cut back. And thus the Reverse RMD Retirement Plan was born.  
 
      
 
    First let me explain what an RMD is.  RMD is the Required Minimum Distribution the IRS mandates you take out from your retirement accounts each year once you reach the age of 72. The amount you are required is an increasing percentage amount as you age.  So, when you’re 72 you must divide your account balance by 25.6 which is a 3.9% distribution rate.  When you’re 73 you must divide your account balance by 24.7 which is a 4% distribution rate.  When you’re 80, you’ll have a 5.3% distribution rate and so on.    
 
      
 
    That’s how RMDs work. You are required to take a higher distribution from your IRA the older you get. The Reverse RMD strategy is the exact opposite. In this scenario you take MORE out of your retirement accounts in the beginning and gradually reduce the percentage you take out each year. (Be advised, the Reverse RMD is not a sanctioned IRS table or anything like that. It is just a term I created to help explain the concept.) 
 
      
 
    Let’s assume you had $100,000 in the Wellington Fund and your first year of retirement was 1930. Of course, you didn’t know you were at the beginning of the GREAT DEPRESSION, you had no idea what you were retiring into. But after working your tail off for 40 years you simply wanted to enjoy a few years in retirement before you began to slow down. 
 
      
 
    So, you embarked on a “Reverse RMD Retirement Plan”. You took 12% of your money out the first year. 11.8% the next, 11.6% the next and so on. How did you fare?  
 
      
 
    


 
   
  
 



 
 
    Chart 20 
 
      
 
    [image: Chart] 
 
      
 
    Well, as you can see in the chart above, you never ran out of money. You still had $45,000 in your portfolio 30 years later. However, your income was reduced as the markets declined. 
 
      
 
    In the first year of retirement, because Wellington declined by 21%, you were only able to withdraw $9,480.  30 years later you were withdrawing only $3,000.  If we started with a 4% distribution rate and adjusted for inflation, in 30 years you’d be taking out $6,759, more than TWICE what the 12% RMD method allowed for.  
 
    


 
   
  
 



 
 
      
 
      
 
    Startling isn’t it? In fact, I can hear the screams of the “traditional” retirement planners saying “this proves the Reverse RMD method doesn’t work!” 
 
      
 
    Oh, ye of little faith, let’s dive a bit deeper before you lambast me, shall we? 
 
      
 
    Look at Chart 21 below.  Notice it wasn’t until 1941 when the 4% adjusted for inflation distributions were larger than the Reverse RMDs. In that initial 11 years of retirement using the Reverse RMD method, most certainly the time of retirement when you’re going to be doing the most, you withdrew 56% MORE than what you did if you stuck with the traditional 4%.  
 
      
 
    Now, over the next 19 years you withdrew nearly twice using the traditional approach than what you did with the Reverse RMD method. Is that a trade-off you want to make? I don’t know.  But remember, if the premise of retirement is to spend more your first years in retirement AND ensure you don’t run out of money, the Reverse RMD approach accomplishes both of these objectives. 
 
      
 
    Chart 21 
 
    [image: Chart] 
 
      
 
    Now the 4% Traditional approach also had more money left...when you died. The chart below shows the ending value of both accounts at your death.  
 
      
 
      
 
      
 
      
 
      
 
    


 
   
  
 



 
 
    Chart 22 
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    You left TRIPLE the money to your heirs with the Traditional method. Wow! So, not only did you live miserly the first 10 years of retirement, you also left a lot more to your kids too.  Great! (I’m being sarcastic here, my friends.) 
 
      
 
    You essentially flew coach during your retirement so your kids could fly first class when you died.  That may be something you want to accomplish.  Not me.  After raising 4 kids, I’m ready for some ME time when I go into retirement. (Me time means, of course, doting on my grandkids! :) ) 
 
      
 
    But remember, the above has you retiring in 1930 just one year into the GREAT DEPRESSION.  What if you retired in 1931, still within the grips of that big, ole Bear that was wreaking havoc on the economy and markets? 
 
      
 
    


 
   
  
 



 
 
    Chart 23 
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    If you notice in the above chart, it took until 1946 before the 4% inflation-adjustment withdrawal overtook the 12% REVERSE RMD method.  That means in the first 15 years of retirement, when it matters most, you had nearly 70% more income using the Reverse RMD method than the traditional method! 
 
      
 
    Now, in the next 15 years you spent 54% more using the traditional approach. But who cares? First, you may not even be around in those 15 years to “enjoy” that increased spending.  Don’t forget, many of us just do not live to our 90s.  The vast majority of us die before we turn 90 years old, as a matter of fact.  
 
      
 
    Secondly, even if you do survive that long, are you really able to enjoy that extra spending when you’re 85? I highly suspect not.  
 
      
 
    Lastly, the evidence is OVERWHELMING that as people age, they spend...LESS!   
 
      
 
    Now, if leaving more money to your heirs is important, the Traditional Model works best.  Just see below.  
 
      
 
    


 
   
  
 



 
 
    Chart 24 
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    Yup, you had a lot of money left by using the 4% rule. Nice...for your heirs.  But was that at the expense of your retirement? I hope not.  And if leaving money to your heirs were a priority, there are much more efficient strategies to do this than to starve yourself in your retirement.  
 
      
 
    


 
   
  
 

 RESULTS OF THE REVERSE RMD METHOD 
 
      
 
    The previous chapter compared what happened if you retired in 1930 or 1931 and used two different methods, the traditional 4% rule and the Reverse RMD Method starting with a 12% distribution in the first year.  
 
      
 
    In neither case did you ever run out of money over the course of a 30 year retirement. The Reverse RMD allowed you to spend significantly MORE in the first half of your retirement but required you to cut back in the last half. The Traditional method limited spending at the beginning of retirement in order to ensure your spending kept up with inflation. 
 
      
 
    There is no right or wrong in either scenario.  You have to do what works for you.  However, in my experience working with 1000s of clients over 3 decades, I can count on one hand the number who said they wanted to limit retirement spending in order to leave more for their kids.  
 
      
 
    What they want to do is enjoy their first 10 years or so of retirement without risking running out of money should they live until their late 80s or even 90s. In my estimation, the Reverse RMD Method works like a charm for this, as long as people know they might need to spend less as they age.  
 
      
 
    But I wanted to see more than just run the 12% Reverse RMD method for 1930 and 1931.  So, I ran a number of scenarios during the most trying years in which to have retired; 1930, 1931, 1966, 1973 and 2000.   
 
      
 
    I also did Reverse RMD methods starting with 10% and 8% initial distributions, still reducing by .20% a year.  Below are the results. 
 
      
 
    Table 17 
 
    
    
      
      	  Wellington 1930 
  
     
 
      
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
     
 
      
      	  12% 
  
      	  $114,000 
  
      	  $3,800 
  
      	  $44,000 
  
     
 
      
      	  10% 
  
      	  $117,000 
  
      	  $3,921 
  
      	  $85,000 
  
     
 
      
      	  8% 
  
      	  $110,000 
  
      	  $3,680 
  
      	  $162,000 
  
     
 
      
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    Table 17 shows us that if you retired in 1930 and had $100,000 all in the Wellington Fund you would have received $114,000 in total income with 12% Reverse RMDs, averaging $3,800 a year, and your portfolio would have been worth $44,000 at the end of 30 years.  
 
      
 
    After crunching the numbers it seems starting with a 10% distribution and reducing each year by .20% was actually the most effective though because you took out the most income AND left almost double what you did using 12%.  
 
      
 
    Table 18 
 
    
    
      
      	  Wellington 1931 
  
     
 
      
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
     
 
      
      	  12% 
  
      	  $154,000 
  
      	  $5,157 
  
      	  $66,000 
  
     
 
      
      	  10% 
  
      	  $159,000 
  
      	  $5,330 
  
      	  $114,000 
  
     
 
      
      	  8% 
  
      	  $150,000 
  
      	  $5,021 
  
      	  $216,000 
  
     
 
      
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    Table 19 
 
    
    
      
      	  Wellington 1966 
  
     
 
      
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
     
 
      
      	  12% 
  
      	  $164,014 
  
      	  $5,647 
  
      	  $86,491 
  
     
 
      
      	  10% 
  
      	  $170,640 
  
      	  $5,688 
  
      	  $166,199 
  
     
 
      
      	  8% 
  
      	  $161,430 
  
      	  $5,381 
  
      	  $314,947 
  
     
 
      
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    Table 20 
 
    
    
      
      	  Wellington 1973 
  
     
 
      
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
     
 
      
      	  12% 
  
      	  $251,850 
  
      	  $8,395 
  
      	  $120,117 
  
     
 
      
      	  10% 
  
      	  $271,620 
  
      	  $9,054 
  
      	  $230,812 
  
     
 
      
      	  8% 
  
      	  $262,110 
  
      	  $8,737 
  
      	  $437,389 
  
     
 
      
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    


 
   
  
 



 
 
    It remains to be seen what will work best having started in the year 2000, the 8% or the 10% method. But it does not look good for the 12% Reverse RMD method at this point (see Table 21).  
 
      
 
    Table 21 
 
    
    
      
      	  Wellington 2000 
  
     
 
      
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
     
 
      
      	  12% 
  
      	  $148,388 
  
      	  $7,419 
  
      	  $55,397 
  
     
 
      
      	  10% 
  
      	  $142,606 
  
      	  $7,130 
  
      	  $86,026 
  
     
 
      
      	  8% 
  
      	  $129,147 
  
      	  $6,457 
  
      	  $132,331 
  
     
 
      
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    Now let’s compare the Reverse RMD to a 4% and 5% withdrawal amount adjusted for inflation each year.  Table 22 compares five different scenarios starting in 1930. 
 
      
 
    Table 22 
 
    
    
      
      	    
  
      	  Wellington 1930 
  
      	    
  
     
 
      
      	    
  
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
      	  When Ran Out? 
  
     
 
      
      	  Reverse RMDs 
  
      	  12% 
  
      	  $114,000 
  
      	  $3,800 
  
      	  $44,000 
  
      	    
  
     
 
      
      	  10% 
  
      	  $117,000 
  
      	  $3,921 
  
      	  $85,000 
  
      	    
  
     
 
      
      	  8% 
  
      	  $110,000 
  
      	  $3,680 
  
      	  $162,000 
  
      	    
  
     
 
      
      	    
  
      	  5% 
  
      	  $166,890 
  
      	  $5,755 
  
      	  $0 
  
      	  year 29 
  
     
 
      
      	    
  
      	  4% 
  
      	  $140,318 
  
      	  $4,677 
  
      	  $150,000 
  
      	    
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
    Notice that four of the five  scenarios still had money left 30 years later.  The 5% strategy, while it did run out, lasted 29 years nonetheless. And during those 29 years, the 5% strategy had you spending a whole heck of a lot more in retirement than any of the other strategies.  
 
    However, the point still needs to be made that the Reverse RMD strategies had you spending more in the beginning of your retirement and less later.  Is that a bad thing? Completely up to you. 
 
      
 
    If not running out of money is your top priority, the 4% rule is not the safest.  Not by any stretch. The REVERSE RMD strategies never run out of money.  
 
      
 
    Check this out: 
 
      
 
    Table 23 
 
    
    
      
      	    
  
      	  Wellington 1966 
  
      	    
  
     
 
      
      	    
  
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
      	  When Ran Out? 
  
     
 
      
      	  Reverse RMDs 
  
      	  12% 
  
      	  $225,000 
  
      	  $5,647 
  
      	  $131,000 
  
      	    
  
     
 
      
      	  10% 
  
      	  $170,000 
  
      	  $5,688 
  
      	  $166,000 
  
      	    
  
     
 
      
      	  8% 
  
      	  $213,000 
  
      	  $5,381 
  
      	  $311,000 
  
      	    
  
     
 
      
      	    
  
      	  5% 
  
      	  $132,466 
  
      	  $8,279 
  
      	  0 
  
      	  15 
  
     
 
      
      	    
  
      	  4% 
  
      	  $186,080 
  
      	  $8,458 
  
      	  0 
  
      	  21 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    You ran out of money with the 4% “rule” if you retired at the start of 1966. In fact your money only lasted 21 years too!  That’s not good.  
 
      
 
    The Reverse RMDs all lasted the entire 30 years though.  Yes, you spent a lot less using the Reverse RMDS during these 30 years but because you still had assets at the beginning of the Reagan Bull Run starting in 1982, you could have increased your income if you so desired.  
 
      
 
    The 4% distribution method does work pretty well in protecting your assets.  Other than a few retirement scenarios starting in the mid-60s you were able to take distributions, adjusted for inflation, and still have money left over at the end of 30 years.  I do not want to minimize that.  
 
      
 
    But, again, what are we trying to accomplish in retirement? My argument is that most retirees want to enjoy the first 10 years or so in retirement knowing that as they age they will back off and spend less.  
 
      
 
    If this is you, it’s awful hard to beat the Reverse RMD scenario. 
 
      
 
    Even starting in the bear market of 1973 all of the Reverse RMD methods held their own. See below. That 10% starting point looks to be the best bet to me.  
 
      
 
    


 
   
  
 



 
 
    Table 24 
 
    
    
      
      	    
  
      	  Wellington 1973 
  
      	    
  
     
 
      
      	    
  
      	  Distro % 
  
      	  Total Distribution 
  
      	  Annual Average 
  
      	  Remaining Balance 
  
      	  When Ran Out? 
  
     
 
      
      	  Reverse RMDs 
  
      	  12% 
  
      	  $251,000 
  
      	  $8,395 
  
      	  $120,000 
  
      	    
  
     
 
      
      	  10% 
  
      	  $271,000 
  
      	  $9,054 
  
      	  $230,000 
  
      	    
  
     
 
      
      	  8% 
  
      	  $262,000 
  
      	  $8,737 
  
      	  $437,000 
  
      	    
  
     
 
      
      	    
  
      	  5% 
  
      	  $239,355 
  
      	  $8,864 
  
      	  $0 
  
      	  20 
  
     
 
      
      	    
  
      	  4% 
  
      	  $332,803 
  
      	  $11,093 
  
      	  $236,000 
  
      	    
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    Finally, let’s just total everything and see what we get. 
 
      
 
    Table 25 
 
    
    
      
      	  From 1930 - 2019 (59 30 year periods) 
  
     
 
      
      	  Wellington Barbell 
  
      	  # times lasted 30 
  
      	  # times ran out 
  
     
 
      
      	  6% inflation 
  
      	  31 
  
      	  28 
  
     
 
      
      	  6% fixed 
  
      	  58 
  
      	  1 
  
     
 
      
      	  7% fixed 
  
      	  47 
  
      	  12 
  
     
 
      
      	  7.5% fixed 
  
      	  39 
  
      	  20 
  
     
 
      
      	  5.5% inflation 
  
      	  36 
  
      	  23 
  
     
 
      
      	    
  
      	    
  
      	    
  
     
 
      
      	  All Wellington 
  
      	    
  
      	    
  
     
 
      
      	  6% inflation 
  
      	  36 
  
      	  23 
  
     
 
      
      	  5.5% inflation 
  
      	  40 
  
      	  19 
  
     
 
      
      	  5% inflation 
  
      	  43 
  
      	  16 
  
     
 
      
      	  4.5% inflation 
  
      	  50 
  
      	  9 
  
     
 
      
      	    
  
      	    
  
      	    
  
     
 
      
      	  Reverse RMDs 
  
      	    
  
      	    
  
     
 
      
      	  12% 
  
      	  59 
  
      	  0 
  
     
 
      
      	  10% 
  
      	  59 
  
      	  0 
  
     
 
      
      	  8% 
  
      	  59 
  
      	  0 
  
     
 
      
      	  
      	  
      	  
     
 
    
   
 
      
 
      
 
      
 
    What you see in the above table are various scenarios of retirement distributions starting in 1930. Notice, if you took a fixed $7,000 a year distribution, i.e., without adjusting for inflation and using the Wellington Barbell scenario, of the 59 rolling 30-year periods you would have run out of money only 12 times.  
 
      
 
    If you had only the Wellington Fund, no barbell, took a 5.5% initial withdrawal AND adjusted annually for inflation, you would have run out of money 19 times. In fact, if you took 6% initially out and adjusted for inflation you still only ran out of money 23 times.  (Again, this assumes you never adjust your spending when times get tight).  
 
      
 
    As you can see, using the Reverse RMD approach not one time did you ever run out of money; not once.  So, if not running out of money is the most important thing for you in retirement, the Reverse RMD approach is the way to go.  
 
      
 
    BUTTTTT, the problem with the Reverse RMD is that you potentially have less and less income as you age, and this is the inherent risk as you have no clue what your future expenses will be.  
 
      
 
    


 
   
  
 

 HOW TO BUILD YOUR RETIREMENT PLAN 
 
      
 
    Let me start with my contention that most retirees will spend LESS as they age. The evidence on this is so overwhelming now that it should be your default consideration in your retirement plan.    
 
      
 
    And as such, I highly encourage you not to sacrifice “fun” today for fear of running out of money when you’re in your late 80’s.  You didn’t slave away at your crappy, old job so that you could live like a pauper at 65 in order to afford a nicer wheelchair when you’re 88. 
 
      
 
    DON’T DO THAT! Enjoy it, NOW!
  
 
    We still need to be prudent...just in case. Now I want to point out that the whole purpose of writing this book is to help folks simplify their retirement plan using one of history’s most enduring, and cost-effective, investments, The Vanguard Wellington Fund.  I am NOT trying to complicate this for you.  Keep It Simple, Stupid!  That is the goal. 
 
      
 
    However, there is never a one-size fits all plan.  So, after doing all this research, I believe these are the top approaches to using the Wellington Fund in your retirement plan and how to actually incorporate this.  
 
      
 
    
    	 10% Reverse RMD 
 
    	 5% Inflation-Adjusted - Barbell 
 
    	 Fixed distribution amount of 6% initial investment portfolio. 
 
   
 
      
 
    These three approaches had the best bang for your buck, so to speak, in terms of providing you a decent income throughout your retirement without a huge risk of running out of money during various market scenarios. 
 
      
 
    But, truth be told, one stood out above all others and that is the 10% Reverse RMD Method. 
 
      
 
      
 
    


 
   
  
 

 THE WINNER  
 
    10% REVERSE RMD METHOD 
 
      
 
    The way to incorporate ANY Reverse RMD method is simple.  You take the initial amount you intend to use, in this case 10% as your starting point.  You multiply that by the END OF YEAR account balance and that is your distribution amount.  The next year you reduce that 10% by .20% to get 9.8% and you multiple that amount by the next year's END OF YEAR account balance.  
 
      
 
    I want to stress END OF YEAR account balance because we are assuming when you retire you have enough cash to cover your first year of expenses.  Do not retire until you have enough cash on the side to cover your first year expenses. 
 
      
 
    In the table below you will see what happened if you retired in 1930 using the 10% Reverse RMD Method.


 
   
  
 



 
 
    Table 26 
 
    
    
      
      	  Wellington 10% Reverse RMDs - Start 1930 
  
     
 
      
      	  Year 
  
      	  Beginning of Year Value 
  
      	  Return 
  
      	  Ending Value 
  
      	  Distribution % 
  
      	  Distribution Amount 
  
      	  End of Year Value 
  
     
 
      
      	  1930 
  
      	  $100,000 
  
      	  -21.21% 
  
      	  $78,790 
  
      	  10.00% 
  
      	  $7,879 
  
      	  $70,911 
  
     
 
      
      	  1931 
  
      	  $70,911 
  
      	  -26.43% 
  
      	  $52,169 
  
      	  9.80% 
  
      	  $5,113 
  
      	  $47,057 
  
     
 
      
      	  1932 
  
      	  $47,057 
  
      	  -1.82% 
  
      	  $46,200 
  
      	  9.60% 
  
      	  $4,435 
  
      	  $41,765 
  
     
 
      
      	  1933 
  
      	  $41,765 
  
      	  6.83% 
  
      	  $44,618 
  
      	  9.40% 
  
      	  $4,194 
  
      	  $40,423 
  
     
 
      
      	  1934 
  
      	  $40,423 
  
      	  20.33% 
  
      	  $48,642 
  
      	  9.20% 
  
      	  $4,475 
  
      	  $44,167 
  
     
 
      
      	  1935 
  
      	  $44,167 
  
      	  35.33% 
  
      	  $59,771 
  
      	  9.00% 
  
      	  $5,379 
  
      	  $54,391 
  
     
 
      
      	  1936 
  
      	  $54,391 
  
      	  31.33% 
  
      	  $71,432 
  
      	  8.80% 
  
      	  $6,286 
  
      	  $65,146 
  
     
 
      
      	  1937 
  
      	  $65,146 
  
      	  -35.41% 
  
      	  $42,078 
  
      	  8.60% 
  
      	  $3,619 
  
      	  $38,459 
  
     
 
      
      	  1938 
  
      	  $38,459 
  
      	  19.11% 
  
      	  $45,809 
  
      	  8.40% 
  
      	  $3,848 
  
      	  $41,961 
  
     
 
      
      	  1939 
  
      	  $41,961 
  
      	  10.31% 
  
      	  $46,287 
  
      	  8.20% 
  
      	  $3,796 
  
      	  $42,491 
  
     
 
      
      	  1940 
  
      	  $42,491 
  
      	  0.16% 
  
      	  $42,559 
  
      	  8.00% 
  
      	  $3,405 
  
      	  $39,155 
  
     
 
      
      	  1941 
  
      	  $39,155 
  
      	  -3.91% 
  
      	  $37,624 
  
      	  7.80% 
  
      	  $2,935 
  
      	  $34,689 
  
     
 
      
      	  1942 
  
      	  $34,689 
  
      	  16.62% 
  
      	  $40,454 
  
      	  7.60% 
  
      	  $3,075 
  
      	  $37,380 
  
     
 
      
      	  1943 
  
      	  $37,380 
  
      	  24.88% 
  
      	  $46,680 
  
      	  7.40% 
  
      	  $3,454 
  
      	  $43,226 
  
     
 
      
      	  1944 
  
      	  $43,226 
  
      	  19.37% 
  
      	  $51,598 
  
      	  7.20% 
  
      	  $3,715 
  
      	  $47,883 
  
     
 
      
      	  1945 
  
      	  $47,883 
  
      	  23.13% 
  
      	  $58,959 
  
      	  7.00% 
  
      	  $4,127 
  
      	  $54,832 
  
     
 
      
      	  1946 
  
      	  $54,832 
  
      	  -2.41% 
  
      	  $53,510 
  
      	  6.80% 
  
      	  $3,639 
  
      	  $49,871 
  
     
 
      
      	  1947 
  
      	  $49,871 
  
      	  -3.47% 
  
      	  $48,141 
  
      	  6.60% 
  
      	  $3,177 
  
      	  $44,964 
  
     
 
      
      	  1948 
  
      	  $44,964 
  
      	  3.85% 
  
      	  $46,695 
  
      	  6.40% 
  
      	  $2,988 
  
      	  $43,706 
  
     
 
      
      	  1949 
  
      	  $43,706 
  
      	  16.50% 
  
      	  $50,918 
  
      	  6.20% 
  
      	  $3,157 
  
      	  $47,761 
  
     
 
      
      	  1950 
  
      	  $47,761 
  
      	  12.69% 
  
      	  $53,822 
  
      	  6.00% 
  
      	  $3,229 
  
      	  $50,592 
  
     
 
      
      	  1951 
  
      	  $50,592 
  
      	  12.32% 
  
      	  $56,825 
  
      	  5.80% 
  
      	  $3,296 
  
      	  $53,530 
  
     
 
      
      	  1952 
  
      	  $53,530 
  
      	  10.99% 
  
      	  $59,412 
  
      	  5.60% 
  
      	  $3,327 
  
      	  $56,085 
  
     
 
      
      	  1953 
  
      	  $56,085 
  
      	  1.87% 
  
      	  $57,134 
  
      	  5.40% 
  
      	  $3,085 
  
      	  $54,049 
  
     
 
      
      	  1954 
  
      	  $54,049 
  
      	  30.88% 
  
      	  $70,739 
  
      	  5.20% 
  
      	  $3,678 
  
      	  $67,061 
  
     
 
      
      	  1955 
  
      	  $67,061 
  
      	  15.54% 
  
      	  $77,482 
  
      	  5.00% 
  
      	  $3,874 
  
      	  $73,608 
  
     
 
      
      	  1956 
  
      	  $73,608 
  
      	  4.43% 
  
      	  $76,869 
  
      	  4.80% 
  
      	  $3,690 
  
      	  $73,179 
  
     
 
      
      	  1957 
  
      	  $73,179 
  
      	  -4.30% 
  
      	  $70,032 
  
      	  4.60% 
  
      	  $3,221 
  
      	  $66,811 
  
     
 
      
      	  1958 
  
      	  $66,811 
  
      	  28.47% 
  
      	  $85,832 
  
      	  4.40% 
  
      	  $3,777 
  
      	  $82,055 
  
     
 
      
      	  1959 
  
      	  $82,055 
  
      	  8.86% 
  
      	  $89,325 
  
      	  4.20% 
  
      	  $3,752 
  
      	  $85,574 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    


 
   
  
 



 
 
    Retired one year later: 
 
      
 
    Table 27 
 
    
    
      
      	  Wellington 10% Reverse RMDs - Start 1931 
  
     
 
      
      	  Year 
  
      	  Beginning of Year Value 
  
      	  Return 
  
      	  Ending Value 
  
      	  Distribution % 
  
      	  Distribution Amount 
  
      	  End of Year Value 
  
     
 
      
      	  1931 
  
      	  $100,000 
  
      	  -26.43% 
  
      	  $73,570 
  
      	  0.1 
  
      	  $7,357 
  
      	  $66,213 
  
     
 
      
      	  1932 
  
      	  $66,213 
  
      	  -1.82% 
  
      	  $65,008 
  
      	  0.098 
  
      	  $6,371 
  
      	  $58,637 
  
     
 
      
      	  1933 
  
      	  $58,637 
  
      	  6.83% 
  
      	  $62,642 
  
      	  0.096 
  
      	  $6,014 
  
      	  $56,628 
  
     
 
      
      	  1934 
  
      	  $56,628 
  
      	  20.33% 
  
      	  $68,141 
  
      	  0.094 
  
      	  $6,405 
  
      	  $61,736 
  
     
 
      
      	  1935 
  
      	  $61,736 
  
      	  35.33% 
  
      	  $83,547 
  
      	  0.092 
  
      	  $7,686 
  
      	  $75,861 
  
     
 
      
      	  1936 
  
      	  $75,861 
  
      	  31.33% 
  
      	  $99,628 
  
      	  0.09 
  
      	  $8,967 
  
      	  $90,661 
  
     
 
      
      	  1937 
  
      	  $90,661 
  
      	  -35.41% 
  
      	  $58,558 
  
      	  0.088 
  
      	  $5,153 
  
      	  $53,405 
  
     
 
      
      	  1938 
  
      	  $53,405 
  
      	  19.11% 
  
      	  $63,611 
  
      	  0.086 
  
      	  $5,471 
  
      	  $58,140 
  
     
 
      
      	  1939 
  
      	  $58,140 
  
      	  10.31% 
  
      	  $64,134 
  
      	  0.084 
  
      	  $5,387 
  
      	  $58,747 
  
     
 
      
      	  1940 
  
      	  $58,747 
  
      	  0.16% 
  
      	  $58,841 
  
      	  0.082 
  
      	  $4,825 
  
      	  $54,016 
  
     
 
      
      	  1941 
  
      	  $54,016 
  
      	  -3.91% 
  
      	  $51,904 
  
      	  0.08 
  
      	  $4,152 
  
      	  $47,752 
  
     
 
      
      	  1942 
  
      	  $47,752 
  
      	  16.62% 
  
      	  $55,688 
  
      	  0.078 
  
      	  $4,344 
  
      	  $51,344 
  
     
 
      
      	  1943 
  
      	  $51,344 
  
      	  24.88% 
  
      	  $64,119 
  
      	  0.076 
  
      	  $4,873 
  
      	  $59,246 
  
     
 
      
      	  1944 
  
      	  $59,246 
  
      	  19.37% 
  
      	  $70,722 
  
      	  0.074 
  
      	  $5,233 
  
      	  $65,488 
  
     
 
      
      	  1945 
  
      	  $65,488 
  
      	  23.13% 
  
      	  $80,636 
  
      	  0.072 
  
      	  $5,806 
  
      	  $74,830 
  
     
 
      
      	  1946 
  
      	  $74,830 
  
      	  -2.41% 
  
      	  $73,027 
  
      	  0.07 
  
      	  $5,112 
  
      	  $67,915 
  
     
 
      
      	  1947 
  
      	  $67,915 
  
      	  -3.47% 
  
      	  $65,558 
  
      	  0.068 
  
      	  $4,458 
  
      	  $61,100 
  
     
 
      
      	  1948 
  
      	  $61,100 
  
      	  3.85% 
  
      	  $63,453 
  
      	  0.066 
  
      	  $4,188 
  
      	  $59,265 
  
     
 
      
      	  1949 
  
      	  $59,265 
  
      	  16.50% 
  
      	  $69,043 
  
      	  0.064 
  
      	  $4,419 
  
      	  $64,625 
  
     
 
      
      	  1950 
  
      	  $64,625 
  
      	  12.69% 
  
      	  $72,826 
  
      	  0.062 
  
      	  $4,515 
  
      	  $68,310 
  
     
 
      
      	  1951 
  
      	  $68,310 
  
      	  12.32% 
  
      	  $76,726 
  
      	  0.06 
  
      	  $4,604 
  
      	  $72,123 
  
     
 
      
      	  1952 
  
      	  $72,123 
  
      	  10.99% 
  
      	  $80,049 
  
      	  0.058 
  
      	  $4,643 
  
      	  $75,406 
  
     
 
      
      	  1953 
  
      	  $75,406 
  
      	  1.87% 
  
      	  $76,816 
  
      	  0.056 
  
      	  $4,302 
  
      	  $72,514 
  
     
 
      
      	  1954 
  
      	  $72,514 
  
      	  30.88% 
  
      	  $94,907 
  
      	  0.054 
  
      	  $5,125 
  
      	  $89,782 
  
     
 
      
      	  1955 
  
      	  $89,782 
  
      	  15.54% 
  
      	  $103,734 
  
      	  0.052 
  
      	  $5,394 
  
      	  $98,340 
  
     
 
      
      	  1956 
  
      	  $98,340 
  
      	  4.43% 
  
      	  $102,696 
  
      	  0.05 
  
      	  $5,135 
  
      	  $97,562 
  
     
 
      
      	  1957 
  
      	  $97,562 
  
      	  -4.30% 
  
      	  $93,366 
  
      	  0.048 
  
      	  $4,482 
  
      	  $88,885 
  
     
 
      
      	  1958 
  
      	  $88,885 
  
      	  28.47% 
  
      	  $114,190 
  
      	  0.046 
  
      	  $5,253 
  
      	  $108,938 
  
     
 
      
      	  1959 
  
      	  $108,938 
  
      	  8.86% 
  
      	  $118,589 
  
      	  0.044 
  
      	  $5,218 
  
      	  $113,371 
  
     
 
      
      	  1960 
  
      	  $113,371 
  
      	  5.17% 
  
      	  $119,233 
  
      	  0.042 
  
      	  $5,008 
  
      	  $114,225 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    


 
   
  
 



 
 
    Retired 1966: 
 
      
 
    Table 28 
 
    
    
      
      	  Wellington 10% Reverse RMDs - Start 1966 
  
     
 
      
      	  Year 
  
      	  Beginning of Year Value 
  
      	  Return 
  
      	  Ending Value 
  
      	  Distribution % 
  
      	  Distribution Amount 
  
      	  End of Year Value 
  
     
 
      
      	  1966 
  
      	  $100,000 
  
      	  -6.61% 
  
      	  $93,390 
  
      	  10.00% 
  
      	  $9,339 
  
      	  $84,051 
  
     
 
      
      	  1967 
  
      	  $84,051 
  
      	  8.16% 
  
      	  $90,910 
  
      	  9.80% 
  
      	  $8,909 
  
      	  $82,000 
  
     
 
      
      	  1968 
  
      	  $82,000 
  
      	  7.91% 
  
      	  $88,487 
  
      	  9.60% 
  
      	  $8,495 
  
      	  $79,992 
  
     
 
      
      	  1969 
  
      	  $79,992 
  
      	  -7.83% 
  
      	  $73,729 
  
      	  9.40% 
  
      	  $6,930 
  
      	  $66,798 
  
     
 
      
      	  1970 
  
      	  $66,798 
  
      	  6.40% 
  
      	  $71,073 
  
      	  9.20% 
  
      	  $6,539 
  
      	  $64,534 
  
     
 
      
      	  1971 
  
      	  $64,534 
  
      	  8.88% 
  
      	  $70,265 
  
      	  9.00% 
  
      	  $6,324 
  
      	  $63,941 
  
     
 
      
      	  1972 
  
      	  $63,941 
  
      	  10.99% 
  
      	  $70,968 
  
      	  8.80% 
  
      	  $6,245 
  
      	  $64,723 
  
     
 
      
      	  1973 
  
      	  $64,723 
  
      	  -11.83% 
  
      	  $57,066 
  
      	  8.60% 
  
      	  $4,908 
  
      	  $52,159 
  
     
 
      
      	  1974 
  
      	  $52,159 
  
      	  -17.73% 
  
      	  $42,911 
  
      	  8.40% 
  
      	  $3,605 
  
      	  $39,306 
  
     
 
      
      	  1975 
  
      	  $39,306 
  
      	  25.18% 
  
      	  $49,204 
  
      	  8.20% 
  
      	  $4,035 
  
      	  $45,169 
  
     
 
      
      	  1976 
  
      	  $45,169 
  
      	  23.38% 
  
      	  $55,730 
  
      	  8.00% 
  
      	  $4,458 
  
      	  $51,271 
  
     
 
      
      	  1977 
  
      	  $51,271 
  
      	  -4.38% 
  
      	  $49,026 
  
      	  7.80% 
  
      	  $3,824 
  
      	  $45,202 
  
     
 
      
      	  1978 
  
      	  $45,202 
  
      	  5.32% 
  
      	  $47,606 
  
      	  7.60% 
  
      	  $3,618 
  
      	  $43,988 
  
     
 
      
      	  1979 
  
      	  $43,988 
  
      	  13.54% 
  
      	  $49,944 
  
      	  7.40% 
  
      	  $3,696 
  
      	  $46,248 
  
     
 
      
      	  1980 
  
      	  $46,248 
  
      	  22.58% 
  
      	  $56,691 
  
      	  7.20% 
  
      	  $4,082 
  
      	  $52,609 
  
     
 
      
      	  1981 
  
      	  $52,609 
  
      	  2.90% 
  
      	  $54,135 
  
      	  7.00% 
  
      	  $3,789 
  
      	  $50,346 
  
     
 
      
      	  1982 
  
      	  $50,346 
  
      	  24.55% 
  
      	  $62,706 
  
      	  6.80% 
  
      	  $4,264 
  
      	  $58,442 
  
     
 
      
      	  1983 
  
      	  $58,442 
  
      	  23.57% 
  
      	  $72,216 
  
      	  6.60% 
  
      	  $4,766 
  
      	  $67,450 
  
     
 
      
      	  1984 
  
      	  $67,450 
  
      	  10.70% 
  
      	  $74,667 
  
      	  6.40% 
  
      	  $4,779 
  
      	  $69,888 
  
     
 
      
      	  1985 
  
      	  $69,888 
  
      	  28.53% 
  
      	  $89,828 
  
      	  6.20% 
  
      	  $5,569 
  
      	  $84,258 
  
     
 
      
      	  1986 
  
      	  $84,258 
  
      	  18.40% 
  
      	  $99,762 
  
      	  6.00% 
  
      	  $5,986 
  
      	  $93,776 
  
     
 
      
      	  1987 
  
      	  $93,776 
  
      	  2.28% 
  
      	  $95,914 
  
      	  5.80% 
  
      	  $5,563 
  
      	  $90,351 
  
     
 
      
      	  1988 
  
      	  $90,351 
  
      	  16.11% 
  
      	  $104,907 
  
      	  5.60% 
  
      	  $5,875 
  
      	  $99,032 
  
     
 
      
      	  1989 
  
      	  $99,032 
  
      	  21.60% 
  
      	  $120,423 
  
      	  5.40% 
  
      	  $6,503 
  
      	  $113,920 
  
     
 
      
      	  1990 
  
      	  $113,920 
  
      	  -2.81% 
  
      	  $110,719 
  
      	  5.20% 
  
      	  $5,757 
  
      	  $104,961 
  
     
 
      
      	  1991 
  
      	  $104,961 
  
      	  23.65% 
  
      	  $129,785 
  
      	  5.00% 
  
      	  $6,489 
  
      	  $123,296 
  
     
 
      
      	  1992 
  
      	  $123,296 
  
      	  7.93% 
  
      	  $133,073 
  
      	  4.80% 
  
      	  $6,388 
  
      	  $126,685 
  
     
 
      
      	  1993 
  
      	  $126,685 
  
      	  13.52% 
  
      	  $143,813 
  
      	  4.60% 
  
      	  $6,615 
  
      	  $137,198 
  
     
 
      
      	  1994 
  
      	  $137,198 
  
      	  -0.49% 
  
      	  $136,526 
  
      	  4.40% 
  
      	  $6,007 
  
      	  $130,519 
  
     
 
      
      	  1995 
  
      	  $130,519 
  
      	  32.92% 
  
      	  $173,485 
  
      	  4.20% 
  
      	  $7,286 
  
      	  $166,199 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
      
 
    


 
   
  
 



 
 
    Retired 1973: 
 
      
 
    Table 29 
 
    
    
      
      	  Wellington 10% Reverse RMDs - Start 1973 
  
     
 
      
      	  Year 
  
      	  Beginning of Year Value 
  
      	  Return 
  
      	  Ending Value 
  
      	  Distribution % 
  
      	  Distribution Amount 
  
      	  End of Year Value 
  
     
 
      
      	  1973 
  
      	  $100,000 
  
      	  -11.83% 
  
      	  $88,170 
  
      	  10.00% 
  
      	  $8,817 
  
      	  $79,353 
  
     
 
      
      	  1974 
  
      	  $79,353 
  
      	  -17.73% 
  
      	  $65,284 
  
      	  9.80% 
  
      	  $6,398 
  
      	  $58,886 
  
     
 
      
      	  1975 
  
      	  $58,886 
  
      	  25.18% 
  
      	  $73,713 
  
      	  9.60% 
  
      	  $7,076 
  
      	  $66,637 
  
     
 
      
      	  1976 
  
      	  $66,637 
  
      	  23.38% 
  
      	  $82,217 
  
      	  9.40% 
  
      	  $7,728 
  
      	  $74,488 
  
     
 
      
      	  1977 
  
      	  $74,488 
  
      	  -4.38% 
  
      	  $71,226 
  
      	  9.20% 
  
      	  $6,553 
  
      	  $64,673 
  
     
 
      
      	  1978 
  
      	  $64,673 
  
      	  5.32% 
  
      	  $68,113 
  
      	  9.00% 
  
      	  $6,130 
  
      	  $61,983 
  
     
 
      
      	  1979 
  
      	  $61,983 
  
      	  13.54% 
  
      	  $70,376 
  
      	  8.80% 
  
      	  $6,193 
  
      	  $64,183 
  
     
 
      
      	  1980 
  
      	  $64,183 
  
      	  22.58% 
  
      	  $78,675 
  
      	  8.60% 
  
      	  $6,766 
  
      	  $71,909 
  
     
 
      
      	  1981 
  
      	  $71,909 
  
      	  2.90% 
  
      	  $73,995 
  
      	  8.40% 
  
      	  $6,216 
  
      	  $67,779 
  
     
 
      
      	  1982 
  
      	  $67,779 
  
      	  24.55% 
  
      	  $84,419 
  
      	  8.20% 
  
      	  $6,922 
  
      	  $77,496 
  
     
 
      
      	  1983 
  
      	  $77,496 
  
      	  23.57% 
  
      	  $95,762 
  
      	  8.00% 
  
      	  $7,661 
  
      	  $88,101 
  
     
 
      
      	  1984 
  
      	  $88,101 
  
      	  10.70% 
  
      	  $97,528 
  
      	  7.80% 
  
      	  $7,607 
  
      	  $89,921 
  
     
 
      
      	  1985 
  
      	  $89,921 
  
      	  28.53% 
  
      	  $115,575 
  
      	  7.60% 
  
      	  $8,784 
  
      	  $106,792 
  
     
 
      
      	  1986 
  
      	  $106,792 
  
      	  18.40% 
  
      	  $126,441 
  
      	  7.40% 
  
      	  $9,357 
  
      	  $117,085 
  
     
 
      
      	  1987 
  
      	  $117,085 
  
      	  2.28% 
  
      	  $119,754 
  
      	  7.20% 
  
      	  $8,622 
  
      	  $111,132 
  
     
 
      
      	  1988 
  
      	  $111,132 
  
      	  16.11% 
  
      	  $129,035 
  
      	  7.00% 
  
      	  $9,032 
  
      	  $120,003 
  
     
 
      
      	  1989 
  
      	  $120,003 
  
      	  21.60% 
  
      	  $145,923 
  
      	  6.80% 
  
      	  $9,923 
  
      	  $136,001 
  
     
 
      
      	  1990 
  
      	  $136,001 
  
      	  -2.81% 
  
      	  $132,179 
  
      	  6.60% 
  
      	  $8,724 
  
      	  $123,455 
  
     
 
      
      	  1991 
  
      	  $123,455 
  
      	  23.65% 
  
      	  $152,652 
  
      	  6.40% 
  
      	  $9,770 
  
      	  $142,883 
  
     
 
      
      	  1992 
  
      	  $142,883 
  
      	  7.93% 
  
      	  $154,213 
  
      	  6.20% 
  
      	  $9,561 
  
      	  $144,652 
  
     
 
      
      	  1993 
  
      	  $144,652 
  
      	  13.52% 
  
      	  $164,209 
  
      	  6.00% 
  
      	  $9,853 
  
      	  $154,356 
  
     
 
      
      	  1994 
  
      	  $154,356 
  
      	  -0.49% 
  
      	  $153,600 
  
      	  5.80% 
  
      	  $8,909 
  
      	  $144,691 
  
     
 
      
      	  1995 
  
      	  $144,691 
  
      	  32.92% 
  
      	  $192,323 
  
      	  5.60% 
  
      	  $10,770 
  
      	  $181,553 
  
     
 
      
      	  1996 
  
      	  $181,553 
  
      	  16.19% 
  
      	  $210,947 
  
      	  5.40% 
  
      	  $11,391 
  
      	  $199,556 
  
     
 
      
      	  1997 
  
      	  $199,556 
  
      	  23.23% 
  
      	  $245,913 
  
      	  5.20% 
  
      	  $12,787 
  
      	  $233,125 
  
     
 
      
      	  1998 
  
      	  $233,125 
  
      	  12.06% 
  
      	  $261,240 
  
      	  5.00% 
  
      	  $13,062 
  
      	  $248,178 
  
     
 
      
      	  1999 
  
      	  $248,178 
  
      	  4.41% 
  
      	  $259,123 
  
      	  4.80% 
  
      	  $12,438 
  
      	  $246,685 
  
     
 
      
      	  2000 
  
      	  $246,685 
  
      	  10.40% 
  
      	  $272,340 
  
      	  4.60% 
  
      	  $12,528 
  
      	  $259,812 
  
     
 
      
      	  2001 
  
      	  $259,812 
  
      	  4.19% 
  
      	  $270,698 
  
      	  4.40% 
  
      	  $11,911 
  
      	  $258,788 
  
     
 
      
      	  2002 
  
      	  $258,788 
  
      	  -6.90% 
  
      	  $240,931 
  
      	  4.20% 
  
      	  $10,119 
  
      	  $230,812 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
    


 
   
  
 



 
 
    Retired 2000: 
 
      
 
    Table 30 
 
    
    
      
      	  Wellington 10% Reverse RMDs - Start 2000 
  
     
 
      
      	  Year 
  
      	  Beginning of Year Value 
  
      	  Return 
  
      	  Ending Value 
  
      	  Distribution % 
  
      	  Distribution Amount 
  
      	  End of Year Value 
  
     
 
      
      	  2000 
  
      	  $100,000 
  
      	  10.40% 
  
      	  $110,400 
  
      	  10.00% 
  
      	  $11,040 
  
      	  $99,360 
  
     
 
      
      	  2001 
  
      	  $99,360 
  
      	  4.19% 
  
      	  $103,523 
  
      	  9.80% 
  
      	  $10,145 
  
      	  $93,378 
  
     
 
      
      	  2002 
  
      	  $93,378 
  
      	  -6.90% 
  
      	  $86,935 
  
      	  9.60% 
  
      	  $8,346 
  
      	  $78,589 
  
     
 
      
      	  2003 
  
      	  $78,589 
  
      	  20.75% 
  
      	  $94,896 
  
      	  9.40% 
  
      	  $8,920 
  
      	  $85,976 
  
     
 
      
      	  2004 
  
      	  $85,976 
  
      	  11.17% 
  
      	  $95,580 
  
      	  9.20% 
  
      	  $8,793 
  
      	  $86,786 
  
     
 
      
      	  2005 
  
      	  $86,786 
  
      	  6.82% 
  
      	  $92,705 
  
      	  9.00% 
  
      	  $8,343 
  
      	  $84,362 
  
     
 
      
      	  2006 
  
      	  $84,362 
  
      	  14.97% 
  
      	  $96,991 
  
      	  8.80% 
  
      	  $8,535 
  
      	  $88,455 
  
     
 
      
      	  2007 
  
      	  $88,455 
  
      	  8.34% 
  
      	  $95,833 
  
      	  8.60% 
  
      	  $8,242 
  
      	  $87,591 
  
     
 
      
      	  2008 
  
      	  $87,591 
  
      	  -22.30% 
  
      	  $68,058 
  
      	  8.40% 
  
      	  $5,717 
  
      	  $62,341 
  
     
 
      
      	  2009 
  
      	  $62,341 
  
      	  22.20% 
  
      	  $76,181 
  
      	  8.20% 
  
      	  $6,247 
  
      	  $69,934 
  
     
 
      
      	  2010 
  
      	  $69,934 
  
      	  10.94% 
  
      	  $77,585 
  
      	  8.00% 
  
      	  $6,207 
  
      	  $71,378 
  
     
 
      
      	  2011 
  
      	  $71,378 
  
      	  3.85% 
  
      	  $74,126 
  
      	  7.80% 
  
      	  $5,782 
  
      	  $68,344 
  
     
 
      
      	  2012 
  
      	  $68,344 
  
      	  12.57% 
  
      	  $76,935 
  
      	  7.60% 
  
      	  $5,847 
  
      	  $71,088 
  
     
 
      
      	  2013 
  
      	  $71,088 
  
      	  19.66% 
  
      	  $85,064 
  
      	  7.40% 
  
      	  $6,295 
  
      	  $78,769 
  
     
 
      
      	  2014 
  
      	  $78,769 
  
      	  9.82% 
  
      	  $86,505 
  
      	  7.20% 
  
      	  $6,228 
  
      	  $80,276 
  
     
 
      
      	  2015 
  
      	  $80,276 
  
      	  0.06% 
  
      	  $80,324 
  
      	  7.00% 
  
      	  $5,623 
  
      	  $74,702 
  
     
 
      
      	  2016 
  
      	  $74,702 
  
      	  11.01% 
  
      	  $82,926 
  
      	  6.80% 
  
      	  $5,639 
  
      	  $77,287 
  
     
 
      
      	  2017 
  
      	  $77,287 
  
      	  14.72% 
  
      	  $88,664 
  
      	  6.60% 
  
      	  $5,852 
  
      	  $82,812 
  
     
 
      
      	  2018 
  
      	  $82,812 
  
      	  -3.42% 
  
      	  $79,980 
  
      	  6.40% 
  
      	  $5,119 
  
      	  $74,861 
  
     
 
      
      	  2019 
  
      	  $74,861 
  
      	  22.51% 
  
      	  $91,713 
  
      	  6.20% 
  
      	  $5,686 
  
      	  $86,026 
  
     
 
      
      	  
      	  
      	  
      	  
      	  
      	  
      	  
     
 
    
   
 
    


 
   
  
 

 CONCLUSION 
 
      
 
    It was January 2020 when I started this book. The market had come off an amazing 2019, up over 30%. Unemployment was low. And it seemed the Fed was going to raise interest rates in order to offset what they thought would be pending inflation.  We were discussing a liquidity “crisis” in banks. That’s how secure the world was.  
 
      
 
    Then...BAM! A crisis no one could have possibly predicted came upon us. Covid-19 and a world-wide government-enforced shutdown the likes we’ve never seen before. The US lost over 30 million jobs.  Our economy fell over 30%, annualized, in the 2nd quarter of 2020. The markets fell by 34% in 33 days time.  Both had never happened so fast.  
 
      
 
    It was nuts. And unfortunately, in October 2020, it still is. Many people are still living in abject fear.  Governments are only fanning the flames in order to enforce their power.  
 
      
 
    The interesting thing is this once again proves we simply have NO CLUE what the future holds.  None whatsoever. We so desperately want to use the past as a way to order the future but you can’t do that.  The future is its own unique entity.  
 
      
 
    And as such, the number one thing I can recommend to you is to be nimble.  Be willing to adapt to changing times.  This means do not fall for a one-size-fits-all approach to your retirement plan.  BE NIMBLE.  
 
      
 
    No matter how you invest, be it in the Wellington Fund or something else, I wish you a most happy retirement.  Enjoy it, you only get one! 
 
      
 
      
 
    Blessings,  
 
      
 
    Josh Scandlen 
 
    October 2020 
 
    Milton, GA 
 
      
 
      
 
      
 
     
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
      
 
  
  
 cover.jpeg
1l

— WITHTHE —

BUILD A SOLID RETIREMENT PLAN USING
THE WELLINGTON FUND

JOSH SCANDLEN





images/00006.jpeg
Withdrawal Amount

Wellington 4% Withdrawals
Adjusted for Inflation 1930

== Withdrawal Amount == End Value

$8,000 $200,000

$6,000 $150,000

$4,000 $100,000

$2,000 $50,000
$0 $0

1930 1935 1940 1945 1950 1955

Year

Ending Value





images/00010.jpeg
Withdrawal Amount

Wellington Barbell $5,000 Fixed Distributions
Start 1930

== \Vithdrawal Amount == End Value

$10,000 $80,000
$7,500 $60,000
$5,000 $40,000
$2,500 $20,000
$0 $0
(=] N < O «© o o < el © (=] N <t e} oo} (=]
« o «© 2] 2] < < < < < wn wn wn w wn O
ZEpeEiE s rggeegzes

Year

Ending Value





images/00017.jpeg
Withdrawal Amount

Wellington Barbell 7% Withdrawals
Adj. For Inflation - Start 1931
== \Vithdrawal Amount == End Value

$12,500
$10,000
$7,500
$5,000

$2,500

$0
Vo> 5 50 N\ 5D O O D WX o o A O AN VD
\o)‘b & qu o;b ) qu\o)‘b 58 qu o,v o,v qv o,v v\qv o,v (3 qv 0)63 q@ 0163 oL

Year

$150,000

$100,000

$50,000

$0

-$50,000

Ending Value





images/00020.jpeg
Withdrawal Amount

$100,000

§75,000

$50,000

$25,000

$0

Wellington Barbell $8,500 Fixed
Start 1973

== $8500 Fixed == End Value

1975

1980 1985 1990 1995

Year

2000

$100,000

§75,000

$50,000

$25,000

$0

Ending Value





images/00016.jpeg
Withdrawal Amount

$7,500

$7,000

$6,500

$6,000

$5,500

$5,000

Wellington Barbell $6,000 Fixed Withdrawals
Start 1931

1932

1934

1936

== \Vithdrawal Amount

1938

1940

1942

1944
1946

Year

== Ending Value

1948

1950

1952

1954

1956

1958

1960

$100,000

$75,000

$50,000

$25,000

$0

Ending Value





images/00011.jpeg
Wellington Barbell 5% Distributions

Adj. With Inflation Start 1931

== End Value

== \Withdrawal Amount

$150,000

$10,000

$7,500

anjeA Buipuz

$100,000
$50,000

$5,000
$2,500

JUNoWwy [emMeIpYIM

$0

$0

0961
6561
8561
/S6L
966L
SG6L
vS6L
€561
¢s6L
LS6L
0S6L
6v6L
8v6L
L6l
o6l
Sve6l
6l
Ev6L
el
Lv6L
ov6l
6E6L
8€6L
LE6L
9€6L
Geo6l
veo6L
€e6lL
ce6l
Le6l

Year





images/00007.jpeg
Age at Death in 1930  !f you made
itto 65 years

4000 " old, your
3500 life expectancy
was 77

a000
2500)
2000)
1500
1,000]

50

Numser f Deams per 100,000 Deatns

o
°S°2LRRBBLLIBIBRI2BLEEE

105
110
115

sgar
Daia: 55 Actsasl Sty 120 perds 19002000, 50% mle 50% e





images/00026.jpeg
Account Balance - Start 1931

12% Reverse RMD and 4% Inflation Adj

== 12% Reverse RMD == 4% Inflation Adj

$400,000

$300,000

$200,000

$100,000

$0

0961
656L
8G6L
£S6L
9S6L
§S6L
vS6l
€56L
s6L
Ls6L
0S6L
6v6L
8v6L
Ly6L
9v6L
Sv6L
6l
V6L
v6l
Lv6L
ov6L
6E6L
8€e6L
LE6L
9e6L
Se6l
ve6l
€eo6l
z€e6l
Leel





images/00018.jpeg
Withdrawal Amount

$10,000

$7,500

$5,000

$2,500

$0

Wellington Barbell 5.5% Distribution

Adj For Inflation - Start 1930

== \Withdrawal Amount

== End Value

1930
1931
1932
1933
1934
1935
1936
1937
1938
1939
1940
1941

1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955

$100,000

$75,000

$50,000

$25,000

$0

-$25,000

Ending Value





images/00022.jpeg
Annual Withdrawal

Wellington Fund - Reverse RMDs (Start 1930)

12% Start - .20% Decline Each Year

== \Vithdrawal == Ending Balance

10,000 $80,000
7,500 $60,000
5,000 $40,000
2,500 $20,000

0 $0
O o ¥ v ©® 9 o ¥ © © 9O N T 9 ©
@ »® o ® ® ¥ ¥ T T ¥ L L W 0 b
& & o o &6 o o & o & o o o o o

YEAR

Ending Balance





images/00001.jpeg
Portfolio composition

Asset allocation
as of 03/31/2020

M 64.29% Stocks
M 33.26% Bonds
B 2.45% Short-term reserves






images/00021.jpeg
$8,500 Fixed Withdrawals vs. 4% Inflation-Adjusted
Start 1973

== $8500 Fixed == 4% inflation adj.

$20,000
$15,000
$10,000

$5,000

$0
1975 1980 1985 1990 1995 2000

Year





images/00023.jpeg
4% Inflation Adj.

$10,000

$7,500

$5,000

$2,500

$0

== 4% Inflation Adj.

Annual Withdrawals

== 12% Reverse RMD

1930

1932

1934

1936

1938

1940

1942

1944

Year

1946

1948

1950

1952

1954

1956

1958

$10,000

$7,500

$5,000

$2,500

$0

12% Reverse RMD





images/00019.jpeg
$7,000

$6,500

$6,000

$5,500

$5,000

1966
1967
1968
1969
1970
1971
1972
1973

Wellington Barbell $6,000 Fixed Distributions
Start 1966

== \Vithdrawal Amount

1974
1975
1976
1977
1978
1979

1982
1983

== Ending Value

1984
1985
1986
1987
1988
1989
1990
1991
1992
1993

1994
1995

$250,000

$200,000

$150,000

$100,000

$50,000

$0





images/00003.jpeg
Withdrawal Amount

$12,500

$10,000

$7,500

$5,000

$2,500

$0

Wellington 6% Withdrawals
Adj. For Inflation - Start 1931

== Withdrawal Amount == Ending Value

1931

1932
1933
1934
1935
1936
1937
1938
1939
1940
1941

1942
1943
1944
1945
1946
1947
1948
1949
1950
1951

1952
1953
1954
1955
1956
1957
1958
1959

Year

$125,000
$100,000
$75,000
$50,000
$25,000
$0

-$25,000

Ending Value





images/00015.jpeg
Withdrawal Amount

Wellington Barbell 6% Withdrawals
Adj. For Inflation: Start 1931

== \Vithdrawal Amount == End Value

$12,500 $125,000
$10,000 $100,000
$7,500 $75,000
$5,000 $50,000
$2,500 $25,000
$0 $0
N Y OO NT OV OONT O R
O m MmN I ITITITTOOWLODOO
Lo = = S = S-S - S S = S S (= 1

Year

End Value





images/00014.jpeg
Wellington Barbell $6,000 Fixed
Start 1930

== \Vithdraw == End Value

$7,000 $100,000
$6,500 $75,000
$6,000 $50,000
$5,500 $25,000
$5,000 $0

= (2] wn ~ ()] — (3] wn ~ o - [32] n ~ (o)) = [32] wn

[s2] [s2] [12] [s2] [32] <t <t <t < <t wn n wn wn n O O O

o o o o o o o o o o o o o o o o o o

Year





images/00002.jpeg
Withdrawal Amount

$10,000

$7,500

$5,000

$2,500

$0

Wellington 6% Withdrawals

Adj. For Inflation - Start 1930

== \Vithdrawal Amount

== Ending Value

1930
1931

1932
1933
1934
1935
1936
1937
1938
1939
1940
1941

1942
1943
1944
1945
1946
1947
1948

Year

$80,000

$60,000

$40,000

$20,000

$0

Ending Value





images/00005.jpeg
Withdrawal Amount

$12,500

$10,000

$7,500

$5,000

$2,500

$0

Wellington $6,000 Fixed Withdrawals

== \Vithdrawal Amount

No Inflation - Start 1931

== End Value

1931

1933

1935

1937

1939

1941

1943

1945
1947

Year

1949

1951

1953

1955

1957

1959

1961

$125,000

$100,000

$75,000

$50,000

$25,000

$0

Ending Value





images/00013.jpeg
Withdrawal Amount

10000

7500

5000

2500

Wellington Barbell 6% Distributions
Adj. For Inflation - Start 1930

== \Vithdraw == End Value
o o < O © o o e ) ) o o
@ (s} o (2] 50 < < < < = wn wn
o o o o o o o o o o o o

Year

$80,000
$60,000
$40,000
$20,000
$0

-$20,000

Ending Value





images/00009.jpeg
Wellington Barbell 5% Distributions

Adj. For Inflation Start 1930

== End Value

== \Withdrawal Amount

$100,000

$10,000

$75,000

$7,500

anjeA buipug

$50,000
$25,000

$5,000
$2,500

JUNOWY [EMEIPYIM

$0

$0

6S6L
856l
/S6L
9561
§GS6L
vS6L
€561
cs6L
LS6L
0s6L
6v6L
86l
L6l
96l
Sv6l
el
Ev6L
el
Lv6L
ovelL
6E6L
8E6L
LE6L
9€6L
Ge6l
ve6L
€eo6l
ce6lL
Le6l
oe6lL

Year





images/00024.jpeg
Account Balance
12% Reverse RMD and 4% Inflation Adj

== 12% Reverse RMD == 4% Inflation Adj

$200,000

$150,000

$100,000

$50,000

$0

6S6L
8G6L
/1S6L
9G6L
SS6L
vS6L
€56l
2s6L
LS6L
0s6L
676l
86l
L6l
96l
Sv6l
6L
Evel
el
Lv6L
ove6lL
6E6L
8€6L
LE6L
9€6L
Se6l
ve6L
ge6l
ce6lL
Le6L
oe6lL





images/00025.jpeg
4% Inflation Adj.

Annual Withdrawals
Start 1931

== 4% Inflation Adj. == 12% Reverse RMD

$10,000 $10,000
$7,500 $7,500
$5,000 $5,000
$2,500 $2,500
$0 $0

= o wn ~ [o)} = o« wn ~ o = o0 wn ~ fex}

o o« o o [se] < < < < < [Fed Vel 7ol wn el

2 2 2 g2 e er

12% Reverse RMD





images/00004.jpeg
Withdrawal Amount

$12,500

$10,000

$7,500

$5,000

$2,500

$0

Wellington $6,000 Fixed Withdrawals
No Inflation - Start 1930

== \Vithdrawal Amount

== End Value

§75,000

$50,000

$25,000

$0

-$25,000

Ending Value





images/00008.jpeg
Withdrawal Amount

Wellington 6% Distributions
Adj. For Inflation - Start 2000

== Withdrawal Amount == Ending Value

$10,000 $125,000
$100,000
$7,500
$75,000
$5,000
$50,000
$2,500
$25,000
$0 $0
ST A A T T TR I S A TR I R T
P2 S .oV oD o oD o0 GV P D aN Al D A 6B 6P W S
O S I S I I I I I S

Ending Value





images/00012.jpeg
Withdrawal Amount

Wellington Barbell $5,000 FIXED Distributions
Start 1931

== \Vithdrawal Amount == End Value

$10,000 $300,000
$7,500
$200,000
$5,000
$100,000
$2,500
$0 $0
- ® W N O = ® LN O = M W N O
m o ® m ® F ¥ f ¥ ¥ LW O O O o
& & & & & o & o O o o & & O o

Ending Value





