
Please put your full name in the chat window and 
grab yourself a cup of tea, coffee or water

We’ll be starting shortly

Hello & Welcome to 
Retirement Power Hours

Investment Management
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Securities offered through Securities America, Inc., member FINRA/SIPC. Advisory services offered through Securities America Advisors, Inc. Your Retirement Advisor, Retirement 
Power Hours and Securities America are separate entities.

This material is intended to provide general financial education and is not written or intended as tax or legal advice and may not be relied on for purposes of avoiding any Federal tax penalties. Individuals are 
encouraged to seek advice from their own tax or legal counsel. Individuals involved in the estate planning process should work with an estate planning team, including their own personal legal or tax counsel.
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Presented by: Brian Saranovitz 
Your Retirement Advisor

435 Lancaster St., Suite 358
Leominster, MA 01453

Retirement Power Hours Masterclass
(the very first of its kind in the industry)

www.RetirementPowerHours.com



Class Agenda
Class 1:
• Identifying key Retirement Risks
• Middle Way Guidance - An unbiased and balanced approach in retirement
• Safe Withdrawal Rate – How much can you safely withdraw from your portfolio 

Class 2:
• Developing a retirement income plan 
• Guaranteed Income sources in retirement 
• How does Social Security work?

Class 3:
• Covering the gap with savings & investments and other sources
• How to protect your portfolio amidst market volatility
• Investment Planning – Alpha generating money management
• A hybrid strategy to generate both growth and income

Class 4:
• Minimizing your taxes to as close to zero as possible
• Pulling it all together to optimize your retirement income
• A few more tips and Are You Ready?
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The Right Retirement Plan is More Than a 
401(k) or an Investment Strategy
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The right plan incorporates income planning, investment 
management, tax efficiency, risk management and estate 

planning.



Retirement 
expenses

Annual 
income from 
Guaranteed 

Sources

Fill the gap 
with other 

income 
sources

• Step 1: Calculate 
Your Expense 
Budget 

• Step 2: Calculate 
Your Typical Income 
Sources

• Step 3: Determine 
Any Gap

Retirement Income Planning
How Much Income Do You 

Need in Retirement?
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Sources of Retirement Income for HH Aged 65 & 
Older…

6

* (Included Traditional and Roth IRAs, 401(k)s, 
403(b)s, pension plan payouts, annuities) 
Source: Social Security Administration, "Fast 
Facts & Figures About Social Security," 2017



Guaranteed Income Sources
1. Social Security Income
2. Defined Benefit Pension Income
3. Guaranteed Annuity Income 
4. HECM Loans – Tenure Option 
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NOTE: Each Guaranteed Income Source should be carefully considered to create 
the most efficient retirement plan… 

Implementation of any strategy should be added only after completing a series 
of “retirement experiments” to assess the value before implementing.  



Your home is a dead asset…why not turn it into a “Safety Net”
as a buffer to protect you against the what-ifs.

Leading academic research indicates that the use of home 
equity in retirement can increase the probability of portfolio 
survival and also increase the legacy to loved ones. 
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Guaranteed Income Source #4
Thinking Outside the Box with Home Equity
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Reverse Mortgage or HECMs: How to Use Reverse 
Mortgages to Secure Your Retirement (2nd Edition)

“Initiating the reverse mortgage earlier 
and then coordinating spending from 
home equity throughout retirement offers 
a way to meet spending goals and provide 
a larger legacy.”

“That is the ultimate goal of retirement-
income planning: using assets to allow for 
more income and/or a larger legacy.”

Wade D. Pfau, Ph.D., CFA
Professor of Retirement 

Income, The American College

Source: Advisor’s Perspectives, December 1, 2015
© 2019 Reverse Mortgage Funding LLC. NMLS ID # 1019941. NOT FOR FURTHER DISTRIBUTION.
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HECM Requirements

Can I tap into my home equity to support myself in 
retirement ?

§ Must be 62 Years of age
§ Typically need 60% equity to qualify 
§ Owners must maintain the home as well as pay property taxes 
§ Any outstanding loan balance accrues internally and will be repaid 

upon death or sale of the property --- any equity is retained by the 
owners or the estate

§ Non-recourse Loan – If the loan amount exceeds the home’s value, the 
lender cannot go after the borrower, heirs or the estate. 
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How to Utilize a HECM?

§ Line of Credit  – Can create an increasing line of credit 
which can be utilize as a tax-free source of funds

§ Tenure Payment – Can create a guaranteed income 
payment for life 

§ Eliminate Monthly P&I Payment – Can eliminate the P&I 
payments  based upon your equity balance 

§ HECM for Purchase – Can purchase a home with 
approximately 50% payment and eliminate future monthly 
P&I mortgage payments  
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THE BIG “AHA”

© 2019 Reverse Mortgage Funding LLC. NMLS ID # 1019941. NOT FOR FURTHER DISTRIBUTION.

A Growing Line of Credit
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Inception Year 20 Year 30

$282,602

$880,373

HECM Line of Credit (LOC) Growth*
62-year-old client with $800,000 Home Value

NOTEWORTHY: Line of credit is 
still in-force if one borrowing 
spouse must move to care 
facility, provided other spouse 
remains in the home. The line 
also remains in-force if one 
spouse pre-deceases the other, 
with same condition.  

Not available in all states. Certain conditions and fees apply. Information shown for illustrative purposes only. Assumptions are: (1) 62-year-old borrower; (2)  IL home valued at $800,000; (3) LOC will grow at .5% above the 
interest rate for an Adjustable Rate Mortgage (ARM), which uses the 1-Year LIBOR plus a margin of 3.375%. The initial interest rate is 5.195% which can change annually. There is a 2% annual interest cap, and a 5% lifetime 
interest cap over the initial interest rate. Maximum interest rate is 10.195%; (4) the growth rate remains at 5.695%; (5) Annual Percentage Rate (APR) is 5.695%. Maximum Annual Percentage Rate (APR) is 10.695%; (6)there are 
no draws taken from the line of credit by the borrower.  Borrower pays down any accumulated interest annually. Rates and funds available may change daily without notice. 
*If part of the borrower’s loan is held in a line of credit upon which they may draw, then the unused portion of the line of credit will grow in size each month. The growth rate is equal to the sum of the interest rate plus the 
annual mortgage insurance premium rate being charged on the borrower’s loan. Charges such as an origination fee, mortgage insurance premiums, closing costs and/or servicing fees may be assessed and will be added to the 
loan balance. As long as you comply with the terms of the loan, you retain title until you sell or transfer the property, and, therefore, you are responsible for paying property taxes, insurance and maintenance.  Failing to pay 
these amounts may cause the loan to become immediately due and/or subject the property to a tax lien, other encumbrance or foreclosure. The loan balance grows over time, and interest is added to that balance. Interest on 
a reverse mortgage is not deductible from your income tax until you repay all or part of the interest on the loan. Although the loan is non-recourse, at the maturity of the loan, the lender will have a claim against your property 
and you or your heirs may need to sell the property in order to repay the loan, or use other assets to repay the loan in order to retain the property.
.

$1,550,893

7© 2019 Reverse Mortgage Funding LLC. NMLS ID # 1019941. NOT FOR FURTHER DISTRIBUTION.
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Line of Credit Growth Rate

§ The growth rate is always 1.25% above the initial interest rate 
(IIR), which is the annual rate that interest accrues on the loan 
balance.
§ For example, if the IIR on the loan balance is 4.00% then the growth 

rate on the credit line would be 5.25% (4.00% + 1.25%)

§ As long as at least one borrower is living in the home and paying 
the required property charges (property taxes, homeowner’s 
insurance, etc.), the line of credit is always guaranteed to grow 
without limit.
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http://www.myhecm.com/reverse-mortgage-glossary/property-charges


Retirement 
expenses

Annual 
income from 
Guaranteed

Sources

Fill the gap 
with other 

sources

• Step 1: Calculate 
Your Expense 
Budget 

• Step 2: Calculate 
Your Guaranteed 
Income Sources

• Step 3: Determine 
Any Gap

Retirement Income Planning
How Much Income Do You 

Need in Retirement?
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Many people do have a gap and that’s where your Other 
Income Sources & Investments  play a BIG role
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Other Income Sources to Fill Your Gap
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Other Sources
Part-Time Employment Income

If we keep working till we’re 
85, we can retire early.



§ Working for yourself or someone else 
during retirement does provide an 
important source of income for many

§ Potential Issues:
§ Reducing Social Security benefits 
§ Creating a tax burden when combined with 

annuity payments from a pension plan
Plan to work

(workers)
Actually work

(retirees)

68%

26%

Although 68% of workers expect to work 
for pay in retirement, only  26% of today’s 
retirees are actually doing so. Working for 
pay can affect your Social Security benefits

Other Sources
Working in Retirement
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Do you plan to keep working in 
retirement?

21



Other Sources
Defined Contribution Plans & IRA’s

§ Defined Benefit Plans (traditional pensions) are the exception 
§ Company is responsible for generating a guaranteed income for life for 

each participant 

§ Defined Contribution Plans (401k. 403b, etc) are the rule
§ Each participant is responsible for creating an income stream that will 

last a lifetime 
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Other Sources
Defined Contribution Plans

401(k)s, 403bs, SIMPLE IRAs are American’s answer to 
disappearing Traditional Pension Plans.
§ Employee contributes to the plan through payroll deductions to 

accumulate retirement funds tax deferred
§ Each participant is responsible for creating an income stream 

that will last a lifetime (will discuss in next section)
§ Many workers today have money saved in these plans

• As of March 31, 2019, 401(k) plans held $5.7 trillion in assets and 
represented more than 19% of the $29.1 trillion in US retirement assets, 
which includes employer-sponsored retirement plans (both defined 
benefit (DB) and defined contribution (DC) plans, IRAs and annuities.
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Source: 401(k) contribution limit increases to $19,500 for 2020; catch-up limit rises to $6,500 | Internal Revenue Service (irs.gov)

401(k) Plan (Traditional & Roth) 
$19,500 + Catch-Up: $6,500 

IRA & Roth IRA 
$6,000 + Catch-Up: $1,000

$26,000 $7,000
DC Plans (basic limit) = $58,000
w/ catch-up $64,500

Other Sources
Defined Contribution Plans & Individual Retirement Accounts

Contribution Levels (2021)
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https://www.irs.gov/newsroom/401k-contribution-limit-increases-to-19500-for-2020-catch-up-limit-rises-to-6500


Options When Retiring or Changing Jobs
§ Leave money in current plan until needed 

(or until required to begin distributions)
§ Roll money into a new employer’s plan, 

if you continue working
§ Distribution options:

§ Lump-sum distribution (taxable)
§ Create a Lifetime annuity (tax-free)
§ Rollover to an IRA (tax-free)
§ In-service withdrawals at age 59 ½ (tax-free)
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Other Sources
Defined Contribution Plans
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Source: https://www.cnbc.com/2018/09/12/how-much-money-americans-have-in-their-401k-accounts.html

Other Sources
Defined Contribution Plans

https://www.cnbc.com/2018/09/12/how-much-money-americans-have-in-their-401k-accounts.html


IRAs (Traditional & Roth IRAs)

Individual Retirement Accounts 
§ IRAs are tax-favored savings vehicles
§ Investment plans designed to accumulate assets for retirement
§ IRAs provide flexibility since you have virtually unlimited investment 

choices.
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Other Sources
Individual Retirement Accounts (IRAs)



§ Tax deductable contributions to income limits ( see next slide)
§ Tax deferred growth 
§ Taxable withdrawals

§ Subject to RMDs at age 72
§ Subject to SSI Provisional Income
§ Potential Increase in Medicare Premiums 
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Traditional IRAs

Other Sources
Individual Retirement Accounts (IRAs)



IRA Deductibility Phase-Out Rules (based on AGI)
If both spouses are covered by a DC Plan

If one spouse is covered by a DC plan

Source: IRS.gov
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Married Filing Jointly $105,000 - $125,000

Married Filing Separately $0 - $10,000

Single or Head of Household $66,000 - $76,000

Married Filing Jointly $198,000 - $208,000

Other Sources
Traditional IRAs



Roth IRAs
§ Contributions made using after-tax dollars
§ Tax Deferred Growth – Contributions and earnings compound tax-

deferred
§ Tax-Free Withdrawals – Your contributions and earnings  can be 

withdrawn tax free (subject to five-year holding period plus age 
restriction)

§ Tax planning flexibility 
§ No RMDs Required 
§ NOT subject to Social Security Provisional Income calculation
§ No Potential increase in Medicare Premiums
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Other Sources
Individual Retirement Accounts (IRAs)



Roth IRA phase-out based on MAGI
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Married Filing Jointly $198,000 – 208,000

Married filing separately and lived with your spouse $0 - $10,000

Single or Head of Household, or Married filing separately 
and lived apart from your spouse

$125,000 - $140,000

Other Sources
Individual Retirement Accounts (IRAs)



§ Life insurance can provide supplemental income for unexpected 
retirement costs, like long-term care or medical bills.

§ Policy cash value may earn dividends or interest depending on 
type of contract you choose. Accumulation is tax-deferred.

§ Withdrawals of premiums are tax-free.
§ Loans may be tax-free

§ No RMDs required and not subject to Social Security 
Provisional Income calculation

33

*Guarantees, including optional benefits, are backed by the claims-paying ability of the issuer, and may contain limitations, including surrender 
charges, which may affect policy values.

Other Sources
Life Insurance - Cash Values
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§ Rental real estate can generate ordinary income (or losses), 
passive income (or losses), capital gains and depreciation 

§ If you own rental real estate, this can influence your tax 
planning during retirement
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Other Sources
Rental Real Estate Income 



§ It is important to consider any potential inheritances as a 
source of retirement income

§ The U.S. population is currently experiencing the largest 
transfer of estate assets in our history

§ Add this income source to your retirement projection
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Other Sources
Inheritances



Other Sources
Deferred or Accumulation Annuities

Three Types of Deferred Annuities
• Fixed Annuity  – Interest is based upon a fixed rate of interest 

and principal is guaranteed 

• Variable Annuity – Interest is based upon investments that are 
similar to mutual funds. 

– Principal value will fluctuate based upon the underlying mix 
of investments selected

• Fixed Indexed Annuity – Interest is linked to an external 
investment index. 
– A percentage of the index will be credited to the account at 

each crediting term. 

– The principal value is guaranteed. 

*The guarantees of fixed annuity contracts are contingent on the financial strength and claims-paying ability of the issuing insurance company

N/B: Investors should consider the investment objectives, risks, charges, and expenses of the variable annuity and the underlying subaccounts carefully before investing. The prospectus contains this and other 
information about the variable annuity.
Index annuities are insurance contracts that, depending on the contract, may offer a guaranteed annual interest rate and some participation growth, if any, of a stock market index. Such contracts have 
substantial variation in terms, costs of guarantees and features and may cap participation or returns in significant ways. Any guarantees offered are backed by the financial strength of the insurance company, 
not an outside entity. Investors are cautioned to carefully review an index annuity for its features, costs, risks, and how the variables are calculated. 36



Investments held outside of a retirement plan
§ Examples of investment types include annuities, bonds, mutual funds, 

certificates of deposit and others
§ Investments can be used to create a guaranteed income annuity
§ As you approach and begin retirement, you should consider making 

adjustments to your investment mix to reflect changes in your 
circumstances

37

Other Sources
Taxable or NQ Investments 



Properly diversify your portfolio 
§ Stocks & Bonds 
§ Mutual Fund’s & Exchange Traded Funds
§ Separately Managed Accounts (SMAs)
§ Real Estate Investment Trusts (REITs)
§ Alternative Investments (ALTs)
§ Structured Investment Products (SIPs)
§ Annuities
§ Life Insurance Cash Values

Investments to bridge the GAP
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Fill the gap 
with other 

sources

Never Forget the Math… The Portfolio with the lower risk, when taking 
withdrawals, will last longer all other factors being equal



3 Strategies to create an Efficient Retirement Income

STRATEGY 1: Properly Portfolio Allocation – Reduce Risk, Increase Return
§ Integrate investments and strategies properly to reduce portfolio risk & Increase 

growth potential

STRATEGY 2: Alpha Portfolio Management – Maximize investment returns
§ Adding positive manager alpha to a portfolio to potentially increase returns above 

the index

STRATEGY 3: Tax-Efficiency Income Distribution – Reduce taxes  
§ Creating a tax-efficient income to decrease taxes can increase spendable income or 

leave a larger legacy to loved ones   

Creating an Efficient Income Portfolio
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STRATEGY 1: Properly Portfolio Allocation –
§ Reduce portfolio volatility and risk 
§ Increase growth potential

Protect your nest egg as you get closer to retirement 

Let’s Discuss the Effect of the Coronavirus… 
…This should be a wakeup call!!! 

Creating an Efficient Income Portfolio
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Even though we don’t 
know how long this 
pandemic will affect 
us, we feel certain 

about a few things…

Where Are 
We Now?
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Here’s some things we’re pretty certain of…

• This is different but not unprecedented (all economic downturns are 
unprecedented)

• The economy and markets are unpredictable

• Market fluctuations and volatility have been around forever  (and 
always will be)

• No one knows where we are headed 
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The stock market is extremely resilient but 
extremely volatile!

The Coronavirus V-Shaped Recovery

S&P 500 Index
• February 19th 2020 – March 23rd 2020 =  - 33.41%
• March 24th 2020 – December 1st 2020 =  + 60.35%

§ 2020 Return of the S&P 500 Index = 15.76%
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Disclosure:

Registered Representative of and securities and advisory services offered through Cetera Advisors LLC(doing insurance 
business in CA as CFGA Insurance Agency), member FINRA/SIPC,a broker/dealer and Registered Investment Advisor. 
Cetera is under separate ownership from any other named entity Advisory services may only be offered by Investment 
Adviser Representatives in connection with an appropriate Cetera Advisors LLC Advisory Services Agreement and 
disclosure brochures. Investments are: Not FDIC/NCUSIF Insured, No Bank/Credit Union Guarantee, May Lose Value,Not a 
deposit, Not insured by any federal government agency Consolidated reports (combining multiple accounts into one report) 
are being provided by your representative as a courtesy for you and should be used for informational purposes only.It may 
include assets that the Firm does not hold on behalf of the customer and which are not included on the Firm's books and 
records.Assets not held through the Firm (including the price or cost information) have not been verified. While efforts are 
made to update the pricing information, please refer to the statements you receive from your custodian. These reports 
should not be used in lieu of official statements that you receive from your custodian, Pershing LLC or sponsor 
companies.All information is believed to be from reliable sources.However, we make no representation as to its 
completeness or accuracy. Please keep your official statement(s) from your custodian in a safe, secure location. Assets held 
away may not be covered by SIPC or FDIC insurance.Please contact the financial institution holding these assets to verify 
any SIPC or FDIC insurance. Cetera Advisors LLC Compliance -(800) 929-3485 Cetera Advisors LLC is a member of SIPC, 
which protects securities customers of its members up to $500,000 (including $250,000 for claims for cash).Explanatory 
brochure available upon request or at www.sipc.org. Performance data quoted represents past performance and does not 
guarantee future results.The investment return and principal of an investment will fluctuate so that an investor's shares when 
redeemed may be worth more or less than the original cost.The values represented in this report may not reflect the true 
original cost of the client's initial investment. Cost basis information may be incomplete or may not accurately reflect the 
methodology used by a particular client. Clients should consult with their tax advisor.
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History of Bear Markets

Must understand what a true Bear 
Market looks like and how Sequence of 
Returns can effect your retirement 

With the Coronavirus V-Shaped recovery
and the last 10 year raging bull market, it
is imperative for pre-retirees to wake up 
to some stock market realities…

As my old football coach once said, “When your winning, don’t 
get fat, dumb and happy!” 
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Bear Market Definition - Investopedia, Mar 22, 2020 

By definition … A bear market is when the market experiences prolonged price 
declines. It typically describes a condition in which securities prices fall 20% or 
more from recent highs amid widespread pessimism and negative investor 
sentiment.
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This is Different, But Not Unprecedented

History of Bear Markets since 1835
3 Types of Bear Markets (market downturn of 20% or greater)

§ Structural bear markets, on average, see drops of 57%
§ Cyclical Bear Markets, on average, see drops of 31%
§ “Event driven” Bear Markets, on average, see drops of 28%
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In Summary … 
ü We are currently a long way from major stock market losses of the past
ü Economist are conflicted as to where we are headed moving forward
ü Are headed for a global recession or a major market rebound?
ü Stock market volatility has always been around and will continue 

forever
ü The stock market is extremely resilient but volatile

… This should be a “wakeup call” to plan properly! 

Where Are We Today with the COVID – 19 Event???
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The Worst & The Best of Times 
(S&P 500 Index 2000 – 2020) 

Let’s see how a retiree would have fared during these two decades?
§ Negative Sequence - The Lost Decade (2000-2010)
§ Positive Sequence - Longest Bull Market in History (2009-2020)  
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Let’s Review the Risks

Four Key Retirement Risks Discussed in Class 1

§ Risk #1:  Portfolio Overdraft (The Safe Withdrawal Rule)
§ Risk #2: Market Volatility in Retirement
§ Risk #3: Sequence of Return Risk
§ Risk #4: Interest Rate Risk
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The New Safe Withdrawal Rule
SUMMARY :
$500,000 Retirement Assets

• The OLD Bengen Rule @ 4% SWR (1994) = $20,000/year income provided
• The NEW Morningstar Study @ 2.4% SWR (2013) = $12,000/year income 

provided

ü A reduction of $8000 of annual income or 40% less income for life
ü The reduction primary due to low bond yields 
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Risk #1
Portfolio Overdraft 

Know your Safe Withdrawal Rate 



Risk #2
Market Volatility in Retirement 

The Best Offense is a Good Defense
The Math Proves that  a portfolio with lower risk or volatility (standard 
deviation) will last longer when taking withdrawals, all other factors being 
equal. 

Reducing volatility in your portfolio is imperative to creating an EFFICIENT and  
SUSTAINABLE retirement income for life.
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Risk #3
Sequence of Return Risk

Retirement 101

Definition:
Sequence of Return Risk - The risk of receiving lower or negative returns early in 
retirement, when regular withdrawals are made from an investment portfolio  

When taking withdrawals from a portfolio, the order or the sequence of investment 
returns can significantly impact your portfolios overall value and determine your 
retirement outcome
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Source: MarketWatch.com, 4.23.20

Bonds have an inverse relationship to interest rate movements

ü As Interest rates rise…  bonds lose value 

ü As interest rates fall…  bonds gain value

Where are interest rates heading with 
the 10-year treasury at .68% yield 
as of  5/27/20????

Risk #4
Interest Rate Risk
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Source: MarketWatch.com, 4.23.20

Solution #1: Market-Linked Structured Products

What is a Market Linked Structured Product???

Definition: A Structured investment product is a type of investment that is 
designed to meet specific investor needs with a customized product mix. They 
typically use derivatives to meet the investment objective, whether it be to 
increase return or decrease risk. They can be linked to any market index such as 
the S&P 500 Index to derive their return. 

Two Viable Solutions to the Bond Dilemma 
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Source: MarketWatch.com, 4.23.20

Market-Linked Structured Products

As a Bond Alternative 
§ Designed to offer principal protection to eliminate or minimize market 

losses on the market index
§ The investor will receive a percentage of the market index return 

known as a Cap
§ Greater growth potential than a bond and with lower risk

GREATER RETURN POTENTIAL with LESS RISK is an awesome 
combination when approaching or in retirement as we have discussed!   

Two Viable Solutions to the Bond Dilemma 
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Source: MarketWatch.com, 4.23.20

Market-Linked Structured Products

§ Offered by Investment Banks and Insurance Companies 
§ Contractually guaranteed by the investment bank or insurance 

company
§ Many different structures; Leveraging upside market returns or 

decreasing downside market risk
§ Historically utilized by large institutional investors and affluent 

individuals due to substantial minimums (typically $1million or more)
§ Now available at $25,000 minimum in ETF’s or Variable Annuity 

contracts 

Two Viable Solutions to the Bond Dilemma 
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Solution #2: Fixed Index Annuities (FIAs)
What is an FIA???

Definition: An indexed annuity is a type of annuity contract that pays an 
interest rate based on the performance of a specified market index, such 
as the S&P 500.  Many investment indices are utilized today and many 
crediting methodologies exist. 

Indexed annuities offer their owners, or annuitants, the opportunity to 
earn higher yields than fixed annuities when the financial markets or the 
index perform well. Typically, they also provide some protection against 
market declines in the index selected. 

Two Viable Solutions to the Bond Dilemma 
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Two Viable Solutions to the Bond Dilemma 

Fixed Index Annuities (FIAs)
FIAs follow the performance of the market by offering interest 
credits based in part on the performance of reference indices

§ FIAs protect against market downturns 
§ No market losses – “zero is your hero”

§ Growth linked to an investable index
§ Will receive a percentage of the index return through 

caps, participation rates and spreads
§ Alternative to a bonds NOT an alternative to stocks  
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Two Viable Solutions to the Bond Dilemma 
Fixed Index Annuities (FIAs)
Interest Crediting Methods – Can utilize one or more in an FIA

§ Participation rate - A percentage of the index earnings that is credited to the 
account 
§ 75% participation rate: Index returns 10% the rate credited will be 7.5%

§ Cap rate – The maximum return that can credited to the account 
§ 7% Cap rate: Index returns 10% the rate credited rate will be 7% 

§ Spread – The percentage that will deducted from the index return 
§ 1.5% Spread rate: Index returns 10% the rate credited will be 8.5%  
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Two Viable Solutions to the Bond Dilemma 

FIA Hypothetical Calculation

Contract Terms -
Index:  S&P 500 Index
Credit Term: 1 year term
§ Participation rate = 40%
§ Spread = 1% Spread

Year #1  
• S&P 500 return for the first year = 12.27% 
• Participation rate is 40% = 4.90%
• Spread is 1% = 3.90% credited to the account  

Year #2
• S&P 500 return for the 2nd year = 27.86% 
• Participation rate is 40% = 11.14% 
• Spread is 1% = 10.14% credited to the account 

Year #3
• S&P 500 return for the 3nd year = -22.56% 
• Participation rate is 40% =  0% 
• Spread is 1% = 0% credited to the account 
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Two Viable Solutions to the Bond Dilemma 
Choose your FIA carefully

FIA #1 

Index:  S&P 500 Index
Participation Rate: 60% 
Cap: 14%
Spread/Fee: 3%
Crediting Period:  1 Year

S&P 500 Index Return (2017):   
19.82%

(without dividends)

Credited to account:  5.40%

FIA #2 

Index:  S&P 500 Index 
Participation Rate: 40%
Cap: No Cap
Spread/Fee: 1%
Crediting Period:  1 Year

S&P 500 Index Return (2017):  
19.82%

(without dividends)

Credited to account:  6.92%
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ü The sequence of investment returns & volatility risk can significantly impact 
your investment portfolio when taking distributions

ü The Math proves. the portfolio with the lower risk, when taking withdrawals, 
will last longer all other factors being equal

ü At current low interest rates, bonds will not generate the returns of the past

ü According to leading research from Morningstar the new Safe Withdrawal 
Rate is reduced from 4% to 2.4%

ü Market-Linked Products and FIAs offer a viable solution to the bond dilemma 

In Summary… 
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Challenging the “Status Quo”

We are now going to challenge the “status quo” that most 
“traditional” advisors and individual retirees still rely on…

With or without a pandemic, we as retirement educators have 
successfully been challenging convention for many years.

… Retirement is Still On!
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The Unconventional Yet Efficient 
Retirement Strategy…
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The Hybrid Income Portfolio (HIP)
The UNCONVENTIONAL yet highly EFFICIENT solution 

67



Conventional Portfolio Vs Unconventional Portfolio

ü Remember the portfolio with the lower volatility, when taking withdrawals, 
will last longer all other factors being equal

ü Raising the Safe Withdrawal Rate is paramount to maximizing retirement 
income

ü The Unconventional Portfolio reduces risk and offers higher potential 
return and ultimately more potential income

Let the Games Begin!

Retirement Portfolio Design 
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Conventional Retirement Portfolio Design
§ Diversified Stocks: 50% - 60%  
§ Bonds: 40% - 50%  

Summary
ü Inefficient portfolio design

ü Higher risk & lower return potential
ü Low bond yields may reduce portfolio returns moving forward 
ü An Increasing interest rate environment will increase portfolio risk & 

volatility  

S&P500 Index & 3-month treasury bonds: http://www.stern.nyu.edu/~adamodar/pc/datasets/histretSP.xls

Conventional Portfolio Vs Unconventional Portfolio
Retirement Portfolio Design 
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Unconventional Retirement Portfolio Design

Combining Diversified Stocks with Market-Linked Structured Products 
§ Diversified Stocks: 30% -50%
§ Bonds: 0%
§ Market-Linked Structured Products: 50% -70%  

Summary
ü Efficient portfolio design

ü Lower risk & higher potential return
ü Replace low yielding bonds with Structured Products  

S&P500 Index & 3-month treasury bonds: http://www.stern.nyu.edu/~adamodar/pc/datasets/histretSP.xls

Conventional Portfolio Vs Unconventional Portfolio
Retirement Portfolio Design 
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Portfolio Case Study 
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Portfolio Case Study

Retirement Scenario Overview

§ Scenario A: TRAA 6040
§ Retirement Income Generated: $40,000 annual (net) 
§ Retirement Income inflated @ 2% annually
§ Traditional Plan: 60% Global Diversified Stocks & 40% Diversified Bonds

§ Scenario D: HIP 303040
§ Retirement Income Generated: $40,000 annual (net) 
§ Retirement Income inflated @ 2% annually
§ HIP Strategy: 30% Global Diversified Stocks, 30% Structured Investments & 

40% FIAs 
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Portfolio Case Study
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Retirement Projection Disclosures
Retirement Income Projection Analysis Important Disclosures

Retirement Planning & Projection Software:   The software used to produce all values in this report including tables and charts is RetireUp.  

Sequence Return Projections in Charts Below: The different sequences of variable returns cover a range of possible outcomes for your retirement portfolio, given your starting balance, the type of insurance or 
investment product, and your desired income level and other goals. The future returns, their sequence and individual year returns, were generated using a random number generator, using a normal distribution and 
standard deviation. The end result is a 100-year hypothetical sequence of returns. The RetireUp software runs 100 year-by-year permutations of the simulated returns and determines which subsets of the entire 
sequence would generate the most optimal (Positive Sequence), least optimal (Negative Sequence) and mathematically average (Average Sequence) hypothetical results for an individual report. A typical report will 
run 30-40 years, so only a subset of these 100 years will be used. These returns are all simulated and do not represent historic sequences. While some of these hypothetical scenarios may utilize past performance 
data, your actual future results will be different, either better or worse, so these results should not form the sole basis of your retirement income strategy. 

Rate of Return Estimates by Investment Type (hypothetical) Explanation: Returns sourced from Weathvest Marketing white paper. In that paper 1928 – 2016 return data for bonds and the S&P 500 alongside 
historical S&P 500 Dividends Yields, were sourced from New York University (NYU) Stern School of Business.  The study used a hypothetical FIA with an S&P 500 index-linked interest crediting method. It used a 50% 
S&P 500 participation rate to approximate FIA returns for the time-period between 1950 and 2017. In the opinion of industry expert Jack Marrion, since interest rates were much higher for most of that time-period 
than they are today, this represents a conservative assumption. 

Aggregated Rate of Return Estimates in Retirement Scenario Overview Explanation: Aggregate based on percentage in each asset below & reduced rate by 1.5% to be more conservative & rounded down to nearest 
whole percentage.  

Ex.  (Investment Type Return) * (Investment Type Percentage of Portfolio) = Aggregated Rate of Return 

Copyright © 2020 RetireUp. All Rights Reserved.  https://www.retireup.com/
Wealthvest White Paper: Role of FIAs in Retirement Portfolio, 2018.  https://wealthvest.com/white-papers/index.html.  
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Additional Disclosures

Disclaimer: Investments in securities do not offer a fix rate of return. Principal, yield and/or share price will fluctuate with changes in market
conditions and, when sold or redeemed, you may receive more or less than originally invested.  No system or financial planning strategy can guarantee future results.  Therefore, no current or prospective client should 
assume that future performance or any specific investment, investment strategy or product will be profitable.

Fixed index annuity guarantees are based on the financial strength and claims paying ability of the issuing company and do not apply to the performance of the index which will fluctuate with market conditions. Fixed 
index annuities are long term products and can be subject to restrictions, limitations and surrender charges. When you buy a fixed index annuity, you own an insurance contract. You are not buying shares of any stock 
or stock index. 

All economic and market performance are historical and not indicative of future results. Investors and not directly invest in indices. Investments in securities do not offer a fix rate of return. Principal, yield and/or 
share price will fluctuate with changes in market conditions and, when sold or redeemed, you may receive more or less than originally invested.  No system or financial planning strategy can guarantee future results.  
Therefore, no current or prospective client should assume that future performance or any specific investment, investment strategy or product will be profitable.

Investors should consider the investment objectives, risks, charges, and expenses of the variable annuity and the underlying subaccounts carefully before investing.  The prospectus contains this and other information 
about the variable annuity.  Contact Brian Saranovitz at 435 
Lancaster Street, Suite 358, Leominster MA 01453 or call 978-345-7075 to obtain a prospectus which should be read carefully before investing or sending money.

Securities and advisory services offered through Cetera Advisors LLC, member FINRA, SIPC, a broker/dealer and a Registered investment Advisor. Cetera is under separate ownership from any other named entity.

76



Take-Aways from Tonight’s Class

1. Understand and account for all your income sources
2. Determine how to structure your retirement portfolio
3. Understand Alpha Manager effect

7777



Next Week…
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Class 1:
• Identifying key Retirement Risks
• Middle Way Guidance - An unbiased and balanced approach in retirement
• Safe Withdrawal Rate – How much can you safely withdraw from your portfolio 

Class 2:
• Developing a retirement income plan 
• Guaranteed Income sources in retirement 
• How does Social Security work?

Class 3:
• Covering the gap with savings & investments and other income sources
• How to protect your portfolio amidst market volatility
• Investment Planning – Alpha generating money management
• A hybrid strategy to generate both growth and income

Class 4:
• Minimizing your taxes to as close to zero as possible
• Pulling it all together to optimize your retirement income
• A few more tips and Are You Ready?



Tell us in the chat window what you 
thought about class 3
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Remember to watch your email for link 
to the Class Materials page (unless you 

bookmarked it)
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Tell us if you have any questions for Brian 
or want to get started on a Retirement 
Income Projection or the Am I Ready 

audit. Email 
lisac@yourretirementadvisor.com
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Thanks for Joining Us…We Hope You Feel Empowered

See You Next Week
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CASE STUDY 
Retirement Inputs
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Case Study
Retirement Scenario Overview

§ Scenario A: CURRENT - 9010 w GMIB 
§ Retirement Income Generated: $8,000/month (net) w 2% inflation
§ Additional Medical Expenses: $1000/month w 3.6% inflation
§ Traditional Plan: 90% Global Diversified Stocks & 10% Diversified 

Bonds with a GMIB Rider 

§ Scenario B: HIP 502525
§ Retirement Income Generated: $8,000/month (net) w 2% inflation
§ Additional Medical Expenses: $1000/month w 3.6% inflation
§ HIP Strategy: 30% Global Diversified Stocks, 30% Structured 

Investments & 40% FIAs 

84



Case Study 
Retirement Outcomes
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