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Two of the most costly mistakes people can make when entering retirement 

has to do with determining the method and the rate in which they withdraw 

from their investments.  A lifetime of investing and solid financial planning can 

be derailed just by wrongly calculating and the lack of monitoring of these 

two decisions. 

 

With regards to the method of distribution; whenever possible we want to 

build portfolios that distribute interest and dividend income only.  By not 

using principal for distributions we can reduce the possibility of 

cannibalizing one’s portfolio.   We explain this to clients by using the apple 

orchard analogy.  If possible, we would prefer to live off the apples produced 

by the orchard (interest and dividends) and refrain from chopping down the 

trees (your principal) for your income distributions.  If done correctly the value 

of the portfolio will, of course, fluctuate with the market but if we never 



consume the trees, we should be able to weather most storms for extended 

periods. 

As advisors, we also need to carefully monitor the rate in which clients 

withdraw from their investments.  Many clients cannot live on just the apples 

alone, so careful pruning of specific trees each year may be needed to afford 

additional income.  The use of principal (or the trees) for distributions must 

take into consideration portfolio growth each year and be supervised 

carefully.  An extended period of time using excessive principal for 

distributions in a down market can place a retiree’s future income in jeopardy. 

At Bridgewater Wealth we will help you determine what is your perfect 

distribution level.  We call this Yield Targeting.  Yield targeting is determining 

what distribution level a client needs throughout a period of time and 

then designing the portfolio to match that yield.  By maximizing the use of 

dividend and interest income we can create a more efficient distribution to the 

specific needs of the client and create a better opportunity to control the rate 

and method of withdrawals. 

Ask your Bridgeview Wealth advisor to help you determine what is your 

perfect yield. 
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