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Incorporating Flexibility 
In the prior two commentaries in this series, we focused on outcomes based on 100% investment in U.S. 
stocks. Those results show wide variability in the range of potential rates of withdrawals from portfolios. This 
variability stems directly from the vast range of volatility and long-term return in the stock market that we 
have experienced in the past. Reprising Figure 1 from the first commentary in this series, we can see just how 
varied long-term outcomes have been over the past near-century of market history. The green-shaded area 
shows the maximum and minimum interim results at each month. 

 

HYPOTHESIZING RETIREMENT, PART 3 
We closed January’s commentary with the thought that the vagaries of market returns we see in history are 
likely to persist in the future. While we cannot foresee what shall become of the market over the longer-
term future, we can plan to be adaptable to circumstances in the interim. In particular as we begin to 
withdraw more than we save in our investment portfolios, we may need to balance the longevity of our 
savings against levels of spending. One also may wish to de-risk portfolios through time as sensitivity to 
market volatility rises. An advisor can help clients establish and implement plans that take into consideration 
such details and, over time, assist in digesting new information, altering existing plans where necessary. 
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Though the maximum-value hypothetical ending portfolio is many times more than that of the minimum, 
there were many points along the way at which that 30-year period had not seen the best returns compared 
to other 30-year periods (the line does not sit at the top of the green area). In fact, the 30-year outcome that 
ended up being the best (October 1977 through October 2007) had seen weaker interim returns than the 
eventual worst outcome (blue line fell below the red line). 

Volatility Is Unavoidable 
Even more, it’s not like that best outcome was smooth sailing. Looking at the top of the blue area in Figure 
1, we can see the substantial decline in U.S. stocks that occurred during the Technology Meltdown of 2000-
01. In fact, there isn’t a period in the dataset that had not seen one or several substantial declines in the equity 
market over its tenure. Seems every decade comes with a major downturn or two. In Figure 2, we take a 
longer look at U.S. market history, using the same data we used in Figure 1 (courtesy of Professors Eugene 
Fama and Kenneth French, who use historical data from the Center for Research in Securities Prices). The 
chart overlays the maximum sustainable withdrawal rate from the second commentary in this series against 
the interim drawdowns (or declines from a prior peak before returning to that peak) in the U.S. market. 
What we find is that drawdowns in the early years of the decumulation phase (e.g., in retirement) seem to 
have a particularly detrimental effect on the relative level of sustainable withdrawals. That seems intuitive: 
declines in total funds available at the start create a weaker foundation for any longer-term growth in assets 
to offset required withdrawals, even before we consider the effects of inflation. 
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Confidence in Sustainability 
Drawdowns at any point during the decumulation phase are almost certainly to cause concerns about the 
sustainability of withdrawals. There are many methods to prepare for, potentially moderate the effects of, 
and acknowledge the ongoing implications of market volatility in the context of our financial plans. As we 
discussed earlier, we can model existing plans against a range of market scenarios we have experienced in 
history to determine how defensible are our assumptions with regard to longevity of our assets. We can alter 
our exposure to market risk not only to match our investment preferences, but also to potentially foster 
greater surety with regard to our estimations. And we can choose how we react to the many ways that interim 
market activity affects the clarity and durability of our plans. 

No estimations should be considered given when developing financial plans. Market history has shown that 
averages are far less relevant than details regarding range of outcomes. We hope that this series has offered 
readers additional confidence that, to the extent they’ve acknowledged the potential effects of market 
instability on financial plans, they ultimately may be more successful in their pursuits of financial goals. 
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Important Information 
Statera Asset Management is a dba of Signature Resources Capital Management, LLC (SRCM), which is a Registered Investment Advisor. Registration of an investment 
adviser does not imply any specific level of skill or training. The information contained herein has been prepared solely for informational purposes and is not an offer 
to buy or sell any security or to participate in any trading strategy. Any decision to utilize the services described herein should be made after reviewing such definitive 
investment management agreement and SRCM’s Form ADV Part 2A and 2Bs and conducting such due diligence as the client deems necessary and consulting the 
client’s own legal, accounting and tax advisors in order to make an independent determination of the suitability and consequences of SRCM services. Any portfolio with 
SRCM involves significant risk, including a complete loss of capital. The applicable definitive investment management agreement and Form ADV Part 2 contains a more 
thorough discussion of risk and conflict, which should be carefully reviewed prior to making any investment decision. Please contact your investment adviser 
representative to obtain a copy of Form ADV Part 2. All data presented herein is unaudited, subject to revision by SRCM, and is provided solely as a guide to current 
expectations.  

The opinions expressed herein are those of SRCM as of the date of writing and are subject to change. The material is based on SRCM proprietary research and analysis 
of global markets and investing. The information and/or analysis contained in this material have been compiled or arrived at from sources believed to be reliable, 
however SRCM does not make any representation as to their accuracy or completeness and does not accept liability for any loss arising from the use hereof. Some 
internally generated information may be considered theoretical in nature and is subject to inherent limitations associated thereby. Any market exposures referenced 
may or may not be represented in portfolios of clients of SRCM or its affiliates, and do not represent all securities purchased, sold or recommended for client accounts. 
The reader should not assume that any investments in market exposures identified or described were or will be profitable. The information in this material may contain 
projections or other forward-looking statements regarding future events, targets or expectations and are current as of the date indicated. There is no assurance that 
such events or targets will be achieved. Thus, potential outcomes may be significantly different. This material is not intended as and should not be used to provide 
investment advice and is not an offer to sell a security or a solicitation or an offer, or a recommendation, to buy a security. Investors should consult with an advisor to 
determine the appropriate investment vehicle. 

The U.S. Equity Market Index, as it is defined in this report, represents the value-weight return of all firms tracked by the Center for Research in Security Prices that are 
incorporated in the U.S. and with ordinary shares listed on the NYSE, AMEX, or NASDAQ at the beginning of each month, good shares and price data at the beginning 
of each month. Data are sourced from the Web site of Professor Kenneth R. French (http://mba.tuck.dartmouth.edu/pages/faculty/ken.french/data_library.html). 

One cannot invest directly in an index. Index performance does not reflect the expenses associated with the management of an actual portfolio. 

Investing in any investment vehicle carries risk, including the possible loss of principal, and there can be no assurance that any investment strategy will provide positive 
performance over a period of time. The asset classes and/or investment strategies described in this publication may not be suitable for all investors. Investment 
decisions should be made based on the investor's specific financial needs and objectives, goals, time horizon, tax liability and risk tolerance. 
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