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Wills and trusts are common documents used in estate planning. While each can help in the 
distribution of assets at death, there are important differences between the two.

What Is a Will?
A last will and testament is a legal document that lets you direct how your property will be dispersed (among other 
things) when you die. It becomes effective only after your death. It also allows you to name a personal representative 
(executor) as the legal representative who will carry out your wishes. 

What Is a Trust?
A trust is a legal relationship in which you, the grantor or trustor, set up a trust, which holds property managed by a 
trustee for the benefit of another, the beneficiary. A revocable living trust is the type of trust used most often as part of 
a basic estate plan. “Revocable” means you can make changes to the trust or even revoke it at any time. 

A living trust is created while you’re living and takes effect immediately. You may transfer title or ownership of assets, 
such as a house, boat, automobile, jewelry, or investments, to the trust. You can add assets to the trust and remove 
assets thereafter.
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How Do They Compare?
While both a will and a revocable living trust enable you to direct the distribution of your assets and property to your 
beneficiaries at your death, there are several differences between these documents.
Here are some important ones. 

• A will generally requires probate, which is a public process that may be time-consuming and expensive. A trust may 
avoid the probate process.
• A will can only control the disposition of assets that you own at your death, including property you held as tenancy 
in common. It cannot govern the distribution of assets that pass directly to a beneficiary by contract (such as life insur-
ance, annuities, and employer retirement plans) or by law (such as property held in joint tenancy).
• Your revocable trust can only control the distribution of assets held by the trust. This means you must transfer assets 
to your revocable trust while you’re living, which may be a costly, complicated, and tedious process.
• Unlike a will, a trust may be used to manage your financial affairs if you become incapacitated.
• If you own real estate or hold property in more than one state, your will would have to be filed for probate in each 
state where you own property or assets. Generally, this is not necessary with a revocable living trust.
• A trust can be used to manage and administer assets you leave to minor children or dependents after your death.
• In a will, you can name a guardian for minor children or dependents, which you cannot do with a trust. 

Generally, most estate plans that use a revocable trust also include a will to handle the distribution of assets not 
included in the trust and to name a guardian for minor children. In any case, there are costs and expenses associated 
with the creation and ongoing maintenance of these documents. Keep in mind that wills and trusts are legal docu-
ments generally governed by state law, which may differ from one state to the next. You should consider the counsel 
of an experienced estate planning professional and your legal and tax advisers before implementing a trust strategy.



Saving for retirement is not easy, but using your retirement savings wisely can be just 
as challenging. How much of your savings can you withdraw each year? Withdraw too 
much and you run the risk of running out of money. Withdraw too little and you may miss 
out on a more comfortable retirement lifestyle.

For more than 25 years, the most common guideline has been the “4% rule,” which suggests that a withdrawal 
equal to 4% of the initial portfolio value, with annual increases for inflation, is sustainable over a 30-year retire-
ment. This guideline can be helpful in projecting a savings goal and providing a realistic picture of the annual 
income your savings might provide. For example, a $1 million portfolio could provide $40,000 of income in the 
first year with inflation-adjusted withdrawals in succeeding years.

The 4% rule has stimulated a great deal of discussion over the years, with some experts saying 4% is too low and 
others saying it’s too high. The most recent analysis comes from the man who invented it, financial professional 
William Bengen, who believes the rule has been misunderstood and offers new insights based on new research.

Original Research
Bengen first published his findings in 1994, based on analyzing data for retirements beginning in 51 different 
years, from 1926 to 1976. He considered a hypothetical, conservative portfolio comprising 50%large-cap stocks 
and 50% intermediate-term Treasury bonds held in a tax-advantaged account and rebalanced annually. A 4% 
inflation-adjusted withdrawal was the highest sustainable rate in the worst-case scenario — retirement in October 
1968, the beginning of a bear market and a long period of high inflation. All other retirement years had higher 
sustainable rates, some as high as 10% or more.1 

Of course, no one can predict the future, which is why Bengen suggested the worst-case scenario as a sustainable 
rate. He later adjusted it slightly upward to 4.5%, based on a more diverse portfolio comprising 30% large-cap 
stocks, 20% small-cap stocks, and 50% intermediate-term Treasuries.2

Revisiting the 4% Rule
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New Research
In October 2020, Bengen published new research that attempts to project a sustainable withdrawal rate based on 
two key factors at the time of retirement: stock market valuation and inflation (annual change in the Consumer Price In-
dex). In theory, when the market is expensive, it has less potential to grow, and sustaining increased withdrawals over 
time may be more difficult. On the other hand, lower inflation means lower inflation-adjusted withdrawals, allowing a 
higher initial rate. For example, a $40,000 first-year withdrawal becomes an $84,000 withdrawal after 20 years with a 
4% annual inflation increase but just $58,000 with a 2% increase. 

To measure market valuation, Bengen used the Shiller CAPE, the cyclically adjusted price-earnings ratio for the S&P 
500 index developed by Nobel laureate Robert Shiller. The price-earnings (P/E) ratio of a stock is the share price divid-
ed by its earnings per share for the previous 12 months. For example, if a stock is priced at $100 and the earnings per 
share is $4, the P/E ratio would be 25. The Shiller CAPE divides the total share price of stocks in the S&P 500 index by 
average inflation-adjusted earnings over 10 years. 
 

5% Rule? 
Again using historical data — for retirement dates from 1926 to 1990 — Bengen found a clear correlation between 
market valuation and inflation at the time of retirement and the maximum sustainable withdrawal rate. Historically, 
rates ranged from as low as 4.5% to as high as 13%, but the scenarios that supported high rates were unusual, with 
very low market valuations and/or deflation rather than inflation.3 
 
For most of the last 25 years, the United States has experienced high market valuations, and inflation has been low 
since the Great Recession.4–5 In a high-valuation, low-inflation scenario at the time of retirement, Bengen found that 
a 5% initial withdrawal rate was sustainable over 30 years.6 While not a big difference from the 4% rule, this suggests 
retirees could make larger initial withdrawals, particularly in a low-inflation environment.
 
One caveat is that current market valuation is extremely high: The S&P 500 index had a CAPE of 33.98 on December 
30, 2020, a level only reached (and exceeded) during the late-1990s dot-com boom and higher than any of the sce-
narios in Bengen’s research.7 His range for a 5% withdrawal rate is a CAPE of 23 or higher, with inflation between 0% 
and 2.5%.8 (Inflation was 1.2% in November 2020.)9 Bengen’s research suggests that if market valuation drops near 
the historical mean of 16.77, a withdrawal rate of 6% might be sustainable as long as inflation is 5% or lower. On the 
other hand, if valuation remains high and inflation surpasses 2.5%, the maximum sustainable rate might be 4.5%.10

It’s important to keep in mind that these projections are based on historical scenarios and a hypothetical portfolio, and 
there is no guarantee that your portfolio will perform in a similar manner. Also remember that these calculations are 
based on annual inflation-adjusted withdrawals, and you might choose not to increase withdrawals in some years or 
use other criteria to make adjustments, such as market performance.

Although there is no assurance that working with a financial professional will improve investment results, a profession-
al can evaluate your objectives and available resources and help you consider appropriate long-term financial strate-
gies, including your withdrawal strategy.

All investments are subject to market fluctuation, risk, and loss of principal. When sold, investments may be worth more or less than their original 
cost. U.S. Treasury securities are guaranteed by the federal government as to the timely payment of principal and interest. The principal value 
of Treasury securities fluctuates with market conditions. If not held to maturity, they could be worth more or less than the original amount paid. 
Asset allocation and diversification are methods used to help manage investment risk; they do not guarantee a profit or protect against invest-
ment loss. Rebalancing involves selling some investments in order to buy others; selling investments in a taxable account could result in a tax 
liability.The S&P 500 index is an unmanaged group of securities considered representative of the U.S. stock market in general. The performance 
of an unmanaged index is not indicative of the performance of any specific investment. Individuals cannot invest directly in an index. Past perfor-
mance is no guarantee of future results. Actual results will vary. 
 
1–2) Forbes Advisor, October 12, 2020   
3–4, 6, 8, 10) Financial Advisor, October 20205,  
9) U.S. Bureau of Labor Statistics, 2020
7) multpl.com, December 30, 2020



How COVID-19 Has Changed Consumer Behavior and the Future of Retail

U.S. retail sales suffered in the spring of 2020 due to safety concerns, government-mandated lockdowns, 
and economic uncertainty wrought by the coronavirus pandemic. Sales — including purchases at stores, 
restaurants, and online — plunged from $483.95 billion in March to $412.77 billion in April, a record 
16.4% drop.1

Future of Retail

Fortunately, retail sales rebounded sharply after the economy began to reopen in May, matched prepandemic levels 
in June ($529.96 billion), and continued to rise steadily from July through September. But sales softened in October, 
ticking up just 0.3% to $553.33 billion.2

The arrival of an effective vaccine could inspire some holiday cheer, though it probably won’t be widely available until 
next spring.3 Until then, consumers will likely spend more time at home.

U.S. consumer spending accounts for about two-thirds of all economic activity, so it’s good news that many busi-
nesses and consumers have adapted quickly to the new normal created by the pandemic.4 Here’s a look at recent 
changes in consumer behavior, the state of the retail industry, and what these trends could mean for the broader U.S. 
economy.  

Stay-at-Home Spending Shifts
Some workers with stable incomes have been able to save money they would normally spend on transportation, gym 
memberships, restaurant meals, and expensive “experiences” such as vacations, concerts, sporting events, and oth-
er live shows. On the other hand, many households are spending more on home improvements, household goods, 
fitness equipment, and other lifestyle purchases that make sheltering in place more tolerable.5 

For example, huge demand for bicycles resulted in surprising shortages.6 And with offices closed and most special 
events cancelled or postponed, a preference for casual and comfortable clothing has decimated consumer demand 
for more formal attire like business suits and dresses.7

A swift expansion of e-commerce was also unleashed. New online habits were created in the first three months of the 
pandemic, accelerating the adoption of digital technologies that might have taken 10 years to achieve otherwise.8 
 
When lockdowns and social distancing measures were put in place, many consumers were compelled to shop online 
and use other digital services (e.g., video chat, virtual doctor visits, and online classes) for the first time. Surveys sug-
gest that a vast majority of new users found online services to be useful and convenient; many said they will continue 
to use them permanently.9
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But anxious consumers have also been boosting their savings. The personal saving rate — the percentage of dispos-
able income that people don’t spend — hit a record 33.6% in April before falling to 14.1% in August, far above Feb-
ruary’s 8.3% rate.10 When consumers prioritize saving, it may help individual households build financial stability and 
prepare for retirement, but it can also hold back the nation’s economic growth. 

Traditional Retailers on the Ropes
Big-box retailers that sell groceries and other goods in one place and home-improvement stores were deemed “es-
sential” in the spring. Regardless of local virus conditions, these businesses have remained open for a steady flow of 
customers eager to stock up on food and other necessities. As a result, they have generally been able to book healthy 
profits.11 

Meanwhile, temporary closures, capacity limits, and a drop-off in overall customer traffic have taken a toll on non-
essential retailers that couldn’t offer a convenient online shopping experience with home or curbside delivery. The 
pandemic may land the blow that knocks out some familiar brick-and-mortar retailers, many of which were already 
buckling under excessive debt and fierce competition from ecommerce giants. 

Retail bankruptcies and store closings are on track for a record year in 2020. By mid-August, 29 U.S. retailers had 
filed for Chapter 11 protection, including several long-standing department-store chains. More than 10,000 perma-
nent store closings have already been announced in 2020, vacating roughly 130 million square feet of physical retail 
space.12 

A Holiday Season Like No Other
Higher unemployment and wage cuts might have had a more severe impact on consumer spending from March to 
October were it not for the expanded unemployment benefits and stimulus checks delivered to consumers by the 
Coronavirus Aid, Relief, and Economic Security (CARES) Act. At the time of this writing, Congress had not passed a 
follow-up stimulus package, and consumers were facing new challenges going into the holiday season. 

More than 11 million U.S. workers were still unemployed in October, before a nationwide surge in virus cases and hos-
pitalizations sparked a new round of business restrictions and closures in mid- November.13–14 CARES Act provisions 
that offer financial support for affected consumers and small businesses expire by the end of December. 

Holiday sales figures are often considered an economic barometer, reflecting consumer confidence and funds for 
discretionary spending. In 2019, holiday spending in November and December rose 4.1% over 2018, suggesting that 
economic growth was picking up steam.15 But holiday shoppers were blissfully unaware that a pandemic was on its 
way. 

Black Friday holiday deals are designed to create a frenzy and lure throngs of shoppers into stores. But retailers 
seemed to agree that a different approach was needed in 2020: Promotions were offered online and earlier; store 
hours were shortened and capacity was limited; and unlike in past years, most stores stayed closed on Thanksgiving. 

The prospects for holiday retail sales in 2020 are murky, but consumers are expected to purchase more gifts online 
than ever before — and possibly too many for shipments to be delivered on time. To be on the safe side, the National 
Retail Federation is recommending that consumers get their shopping done early and take advantage of curbside 
pickup.16

1) The Wall Street Journal, May 15, 2020
2) U.S. Census Bureau, 2020
3) The New York Times, November 17, 2020
4) U.S. Bureau of Economic Analysis, 2020
5) The Wall Street Journal, November 17, 2020
6) The New York Times, June 18, 2020

7) The Wall Street Journal, August 27, 2020

8–9) The Wall Street Journal, November 15, 2020
10) The Wall Street Journal, October 25, 2020
11) The Wall Street Journal, November 18, 2020
12) The Wall Street Journal, September 29, 2020
13) U.S. Bureau of Labor Statistics, 2020
14, 16) Associated Press, November 11 and 17, 2020
15) National Retail Federation, 2020



Your Estate: Have You Looked At 
These Legal Documents Lately?

If you haven’t prepared certain estate documents, or the ones you have are out-of-date, 
your intentions could easily become a matter of dispute. The courts might have to make 
critical decisions regarding your medical care and finances or determine who will receive 
your assets when you die.

Having a thorough estate strategy in place might be the ultimate gift for your loved ones. Unfortunately, 
it’s easy to procrastinate or simply forget to make the appropriate arrangements in writing as your family 
situation changes over time.

Financial Matters
A will details your wishes regarding who should inherit your property and who you want to act as guardian for your 
children (if any). This is a good place to start, but it may not go far enough. A will must go through probate, which can 
be an expensive and slow process. Plus, when a will is filed with the court, the details could become public.

A trust may offer more privacy and flexibility than a will, primarily because assets held in a trust avoid probate. You 
also may have more control over how and when trust assets are distributed after your death. For example, a trust 
might be used to provide for a dependent with special needs, preserve a family business, and/or make a substantial 
gift to your favorite charitable organization.

A durable power of attorney for finances (DPOA) authorizes someone else to act on your behalf, so he or she can do 
tasks such as pay everyday expenses, collect benefits, make investment decisions, and file taxes. A DPOA may be-
come effective immediately (standby power) or could be triggered when you become physically or mentally incapac-
itated (springing power).

Medical Decisions
Advance medical directives state your preferences regarding medical treatment or designate someone to make 
medical decisions for you in the event you can’t express your wishes. If you don’t have an advance medical directive, 
health-care providers must prolong your life using artificial means, if necessary.
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There are three kinds of advance medical directives, and their use differs by state. A living will outlines which medical 
procedures you would want (or not want) in the event of a debilitating illness.

It is often used to authorize the removal of artificial life support in the event of a terminal illness. A durable power of 
attorney for health care (known as a health-care proxy in some states) appoints a representative to make medical 
decisions for you. You decide how much power your representative will or won’t have.
 
A do-not-resuscitate order (DNR) tells medical personnel not to perform CPR if your heart stops or you stop breath-
ing.

Beneficiary Forms
A simple form filed with a financial institution or insurance company could turn out to be one of your most crucial 
estate documents. In fact, the assets in most bank and brokerage accounts, retirement plans, and insurance policies 
convey directly to the people named on the beneficiary forms — even if they are different from the people named in 
a will or a trust — and the money does not go through probate.

You should review and update all beneficiary forms and estate documents periodically, especially when there are 
changes in your life that could affect your decisions, such as marriage, divorce, the birth of a child, or the illness or 
death of a family member.

Because requirements can vary, you should consult with an attorney who is familiar with the laws of your state. Of 
course, there are costs associated with the creation of these legal instruments.
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