
Take the first step toward 
meeting your retirement goals

What does retirement 
mean to you?
Ongoing advances in medical care have 
resulted in an unprecedented increase in 
life expectancy over the last few decades. 
The average American today is living a longer 
and healthier life than his or her counterpart 
of a generation ago.

This means that the average person leaving 
the world of full-time work at age 65 can 
reasonably expect to spend 20 to 30 years  
or more in what has traditionally been  
called “retirement.”

No matter how you envision your retirement, 
having the freedom to live life your way will 
depend, at least in part, on having a secure 
source of income you can’t outlive.

Although no one can predict the 
future, there are steps you can 

take today to prepare for a more 
secure and comfortable future, 

no matter how long your 
retirement lasts.
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The three building blocks for a sound retirement

Growth potential: Assets set aside for the 
pursuit of growth offer the best possibility 
of keeping pace with inflation, although the 
potential for growth also entails market risk. 
Examples include stocks, bonds, mutual funds, 
and variable annuities.

Access: This means liquid assets that are 
readily available for emergencies or for 
discretionary spending. Sources of liquid 
assets include money market accounts  
and simple savings accounts.

Predictable income: This means the 
foundation, or “floor,” of your retirement 
income plan. It’s income that isn’t exposed to 
market ups and downs and is guaranteed to 
be there when you need it. There are three 
key sources for this kind of income: Social 
Security, a defined benefit pension plan (if you 
are lucky enough to have one), and the lifetime 
income options provided by many annuities.

Step 1: Build a solid framework
A sturdy framework is one that is strong enough to support your plan while  
leaving room for adjustments as your needs change. A retirement income strategy 
that addresses the need for growth potential, access, and predictable income can 
strengthen your plan and help you feel more confident about your future.
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With this strategy, predictable income is used to cover your necessary expenses, while  
income from other assets is used for discretionary expenses.

Your financial professional can help you identify your projected income and 
expenses to create a personalized analysis based on your situation.

Step 2: Estimate future income  
and expenses
The 4 Box Strategy© of income planning is a simple way to identify projected  
income and expenses in retirement. The diagram below shows some typical  
necessary and discretionary expenses, and the income sources that should be  
used to pay for them.

©2021 Farrell Dolan Associates. The 4 Box Strategy is used by Massachusetts Mutual Life Insurance Company (MassMutual®) 
with the express written consent of Farrell Dolan Associates.

• Housing
• Food
• Health Care
• Other

• Travel
• Hobbies
• Other

• Social Security
• Pensions
• Annuities

• Stocks
• Mutual Funds
• Bonds
• Cash
• Life Insurance 

Cash Value
• Other

Necessary Expenses 
These are the costs  
of things you need  
or cannot live without.

Discretionary 
Expenses 
These costs are 
associated with  
things that may not  
be essential, but that 
are really nice to have.

Predictable Income 
This kind of income  
is not exposed to 
market risk.

Income from Assets 
This kind of income 
is not predictable or 
guaranteed and may 
not be sustainable.

Lifestyle Income Sources
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94.49% 
The cumulative inflation rate for the  
30-year period from November 1990 to November 2020.1

You may think that a 7% inflation rate in the 1970s was 
terrible, and that 2% or 3% annually since 1990 isn’t so bad. 
Well, the total cumulative inflation rate for the 30-year 
period from 1990 through 2020 was 94.49%. Something 
that cost $100 in 1990, cost $194.49 in 2020. In other 
words, that price almost doubled and purchasing power was 
cut nearly in half.

At a minimum, your retirement income needs to keep pace 
with inflation just to maintain your lifestyle.

56.8% 
Percentage loss of the S&P 500 during the years  
2007–2009 of the Great Recession.2

Market volatility and the sequence of investment returns 
can have a negative impact on retirement income. 

Having enough predictable income may lessen the 
pressure to use other portfolio assets to generate income. 
That can mean having more opportunities to grow your 
assets, pay for discretionary expenses, or create a legacy.

Step 3: Assess the risks
Most successful plans include an assessment of potential risks — and that’s true 
for retirement income planning, too. As you work with your financial professional, 
consider the following potential risks that can have an impact on your retirement 
income security. 
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Risk #1: Inflation

Risk #2: Market factors
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32.8% 
The percentage of a retired household budget spent on  
housing-related expenses.5

Massachusetts Institute of Technology (MIT) AgeLab research has found that the 
costs associated with housing are often overlooked in retirement income planning.  
Many people assume that if they have paid off their mortgage before retiring, future costs  
will be manageable — perhaps even negligible. Anyone who has maintained a home for any 
length of time knows that this is not necessarily true.

Routine maintenance, property taxes, and repairs add up. And, if you intend to remain in a home 
you love, you may need to pay for adaptations to accommodate changing needs. 

89% vs 37% 
The likelihood of sustaining a portfolio 
comprising 40% stocks and 60% bonds over a 
30-year retirement, assuming a 4% withdrawal 
rate vs. a 6% withdrawal rate, respectively.3

What is a “safe” withdrawal rate? The higher 
the withdrawal rate, the lower the likelihood of 
sustaining retirement assets over time. 

Risk #4: Health care costs

$276,000 
The estimated savings a 65-year-old couple would need for a 90% chance of  
covering out-of-pocket health care expenses throughout their retirement.4

The trade-off for increased life expectancy may be having to spend more money  
on health care. 

The cost of health care may be a concern for many of us — especially as we get older. It’s important 
to think about the potential out-of-pocket costs as you consider your predictable income needs.

Risk #5: Housing expenses

Risk #3: Excessive withdrawals
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RMDs 
Required minimum distribution (RMD) rules generally require that owners of 
non-Roth qualified assets must begin receiving income distributions at age 72  
(70½ if born before July 1, 1949).

This can be a problem if the additional income (and the associated tax liability) is not needed at 
that time. RMD rules can also make planning for income needs later in retirement more difficult. 

Tax efficiency is important for everyone — perhaps even more so for higher income households. 
It can mean the difference between reaching your goals and falling short of them.

71% 
The likelihood that one or both spouses who are currently age 65 will live until age 90.6

A longer life can mean having more time to do what matters most to you. But living longer can also 
make it more difficult to sustain an income stream over time. 

Longevity can exacerbate potential risks. That’s why having sufficient guaranteed income is so 
important. It’s income that’s reliable, no matter what happens in the financial markets, and is available 
for as long as you need it.

Risk #6: Tax liabilities

Risk #7: Longevity
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Longevity can exacerbate the impact of 
retirement risks as social, cognitive, and  
financial abilities tend to decline.

Key Risks:

• Inflation 
• Market Factors
• Excessive Withdrawals
• Health Care Costs 
• Housing Expenses 
• Tax Liabilities

RETIREMENT 
Risks vs. Ability

LONGEVITY

Low

High

Social, cognitive, and financial ability  
to handle decisions

C O L O R  K E Y

Impact of longevity on retirement risks

Looking at risk through the lens of longevity
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This material does not constitute a recommendation to engage in or refrain from a particular course of action.  
The information within has not been tailored for any individual.
The information provided is not written or intended as specific tax or legal advice. MassMutual and its subsidiaries, employees, 
and representatives are not authorized to give tax or legal advice. Individuals are encouraged to seek advice from their own 
tax or legal counsel.

1 https://inflationdata.com/Inflation/Inflation_Calculators/Cumulative_Inflation_Calculator.aspx, retrieved January 1, 2021.
2 The difference between the S&P 500 Close 10/9/2007 through 3/9/2009.
3 Data & Methodology 

The tables demonstrate how the initial rate of withdrawal and various portfolio allocations can affect the chance of meeting 
income needs over a 20, 30, or 40-year retirement. Tables assume that stock/bond allocation remains the same over the entire 
retirement period and that the portfolio is rebalanced at the end of each year. It is assumed that a person withdraws an infla-
tion-adjusted percentage of the initial portfolio balance each year, beginning in year one. Index returns are simulated based on 
historical results and rebalanced annually. Stocks are represented by the Duff & Phelps SSBI Large Company Stock Index, and 
bonds are represented by a 50/50 blend of the Duff & Phelps SBBI Long Term Corporate Bond Index and the Duff & Phelps 
SBBI Intermediate-Term Government Bond Index. Inflation is based on the Consumer Price Index, and hypothetical investment 
expenses of 1% are deducted from simulated returns to reflect what an investor may pay as a fund expense ratio or account 
management fee. Probabilities in the tables represent the outcome of randomized 10,000 simulations based on historical 
means and standard deviations of the indices.

 Important: The information regarding the likelihood of various investment outcomes is hypothetical in nature, does not reflect 
actual investment results, and is not a guarantee of future results. These charts present only a range of potential outcomes. 
Actual results may vary, and over time such results may be better or worse than the simulated scenarios.

4 Assumes premiums and median prescription drug expenses in retirement.  Employee Benefit Research Institute, “A Bit of Good 
News During the Pandemic:  Savings Medicare Beneficiaries Need for Health Expenses Decrease in 2020” May 28, 2020.

5 Bureau of Labor Statistics, U.S. Department of Labor, “Consumer Expenditures — 2019”, September 9, 2020  
www.bls.gov/news.release/cesan.nr0.htm

6 Society of Actuaries 2012 IAM Period Mortality Table; Mortality Improvement Scale MI-2021V. Massachusetts Mutual Life 
Insurance Company.

If you are ready to create or enhance your retirement  
income strategy, your financial professional can help you: 

• Estimate your future necessary and discretionary expenses
• Identify potential income gaps
• Assess the potential for risk
• Put your retirement income plan into action

Taking the next step


