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The Retirement Asset Lifecycle

Retirement Transition
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Moving from Asset Accumulation to Income Generation
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Moving from Asset Accumulation to Income Generation

401(k) Net Flows 1995-2010 ($ Billions)
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Moving from Asset Accumulation to Income Generation
IRA Asset Growth Exceeding DC Plan Asset Growth
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Source:  Quantitative Update – Retirement Markets, Cerulli 2007
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Credit Union Penetration and Relative Relationship Value 
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Credit Union Penetration and Relative Relationship Value 
vs. 1980 Population “Curve”
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Credit Union Penetration and Relative Relationship Value 
vs. 1990 Population “Curve”
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Credit Union Penetration and Relative Relationship Value 
vs. 2009 Population “Curve”
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Credit Union Penetration and Relative Relationship Value 
vs. 2009 Population “Curve”
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Challenge 1: Raise the value!
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Credit Union Penetration and Relative Relationship Value 
vs. 2009 Population “Curve”
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Challenge 1:  Raise the value!

Challenge 2:  Stop the leakage!
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A Review of the Current 
Financial Crisis
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What the heck happened?

• Credit markets froze in late 2007

St t d ith b i d t i t t d MBS– Started with sub-prime, moved to investment-grade MBS

– Credit markets were frozen

– Money markets nearly locked up, some “broke the buck”

• U.S. Treasury market soared in a flight to safety

• Commodity markets exploded, then imploded

Gl b l t k d b d k t f ll i it l
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• Global stock and bond markets fell precipitously

• The real economy entered its steepest decline in decades

Most people still don’t know how bad it actually was
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Annual U.S. Stock Market Index Returns Since 1825
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Why were we so vulnerable?

• Large and unsustainable build up of corporate and household debtg p p

• Proliferation of asymmetric risks in “shadow banks”

• Derivatives created invisible linkages between asset classes

• Globalization and economic integration caused geosynchronous 
decline
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Could this have a profound impact on investments in the future?
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The Reaction to the Crisis

• The federal government steps in
– Transfer of leverage / risk from private to public balance sheetsg p p

– Massive budget deficits as far as the eye can see

• In a huge reversal, we’ve quickly become net savers
– A substantial economic headwind

– De-leveraging will likely run its course over several years

• Return OF investment preferred over return ON investment

17

– Increased risk aversion could be with us for a long time

• Investors adjusting their strategies and lowering expectations

“Green Shoots”
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Or are they “Yellow Weeds”?
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The Next Major Economic Challenge

Alan Greenspan:Alan Greenspan:

“I fear that we may have already committed more 
physical resources to the baby-boom generation in 
its retirement years than our economy has the 
capacity to deliver.”
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A Massive Price Tag!
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A major long-term economic and financial market headwind!
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A Massive Price Tag!
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Guess who’s going to pay for it all…

“I did everything right: I diversified my portfolio I invested

What now?

I did everything right:  I diversified my portfolio,  I invested 

based on my risk tolerance and time horizon,  I rebalanced 
regularly regardless of market conditions,  and I stayed the 
course when things got tough.  After all of that, I still got 
killed.  Something has to change!”
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A common complaint among individual and institutional investors
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How the Crisis Has Impacted 
Retirement Planning
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The Pig in the Python
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The Retirement Challenge

– What sources of income should I draw upon and when?
– How do I get the most from my pension and Social Security?How do I get the most from my pension and Social Security?
– Should I rollover my 401(k) plan?
– How should I invest to maximize my income?
– How can I minimize my taxes?
– What can I do to ensure my health care needs are met?
– How much can I really spend?
– How do I go about setting up a regular income stream?
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– How much can I leave my heirs?
–– Am I financially prepared to retire?Am I financially prepared to retire?

Annual U.S. Stock Market Index Returns Since 1825
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How the Crisis Has Impacted Retirement Planning
According to the Employee Benefit Research Institute:

– Only 13% of workers feel very confident they will have enough money for 
retirement – a 50% decline from 2007

– Over 28% of workers said they have adjusted their retirement age: 

• 89% of those intend to postpone retirement to improve finances    

• 21% of those plan to work “into their 70s”  

• 20% of those plan to “work until they die” 

– The number of current workers expecting to work during “retirement” has grown 
to 72% (only 34% of current retirees work for pay)
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– Only 44% of workers have calculated retirement savings needs

– Only 20% of current retirees feel very confident about their retirement security

One in four workers age 56 to 65 held 90% or more of their 401(k) 
investments in common stocks.  Two in five held 70% or more.

The Current State 
of Retirement

28
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July 29, 2002!

The Current State 
of Retirement?
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Getting Back to Retirement Basics:
A Strategy for Credit Unions
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Retirement:  A Completely Different Game
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Successful retirement planning requires recognition of 
how much things will change

Six Major Retirement Risks / Hazards

1. Longevity Risk – Outliving your money

2. Withdrawal Risk – Taking out too much

3. Health Care Risk – The great unknown

4. Inflation Risk – Protecting purchasing power

5. Return Sequence Risk – Negative investment returns 

32

just before retirement

6. Emotional Risk – Managing fear and greed!
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Four Retirement Management Challenges

1 Income Management1. Income Management

2. Portfolio Management

3. Estate Management

4. Risk Management

33

Income Management

34
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Income Management
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Portfolio & Estate Management

36
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Portfolio & Estate Management
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Risk Management

Risks of asset depletion due to:
Ri i d d f i h lth i– Rising demand for expensive healthcare services

– Medical inflation
– Long-term care
– Premature death

Coverages:
– Medicare supplement
– Long-term care insurance

38

Long term care insurance
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Rollover & Other Investable Assets

X% 100% - X%
Capital-to-income asset ratio
determined by spending rate, 
residuary, and tax goals

Income Account Capital Account
Fixed-income investments
•Annuities
•CDs
•Laddered bonds

Estate, trust,
charitable gift

Growth Investments
•Stocks
•Mutual Funds
•Managed Accounts
•Variable Annuities

Medical Retirement 
Savings Account

$ Management Account

Paycheck & Benefit Continuation

LTC, Medicare 
Supplement

Our Recommendations
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Recommendations

• Address the retirement challenge at the highest level of your 
organization

– Adopt a comprehensive retirement strategy

– Communicate that strategy to employees and train them to recognize 
and meet members’ retirement needs

• Position your credit union as a retirement resource center
– Provide services that address six retirement risks and four retirement 

management challenges

• Meet retirement needs before your members retire
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Meet retirement needs before your members retire
– Offer retirement planning services to SEG employees

– Consider selling 401(k) plans

Introduce your paycheck and benefit continuation plan!


