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The  Cov id - 19  pandemic  brought

about  some  of  the  biggest

changes  in  our  l i ves  and  in  the

markets  that  we 'd  seen  in

decades .  

 

Stocks  plunged  in to  a  bear

market  and  then  rebounded  in

the  fo l lowing  months .  Bonds  are

y ie ld ing  a lmost  noth ing .

Unemployment  i s  at  leve l s  we

haven ' t  seen  s ince  the  Great

Depress ion ,  and  no  one  knows

for  sure  how  deep  the  economic

rami f icat ions  may  be .

What  do  th i s  a l l  changes  mean

for  ret i rees ?

 

Ret i rees ,  l i ke  so  many  people  in

the  Cov id - 19  pandemic ,  are

hav ing  to  reth ink  the i r  plans .

 

This  guide  a ims  to  help

ret i rement  investors  th ink

through  some  of  the  cr i t ica l

quest ions  they ' re  fac ing  today

and  adapt  to  the  rap id  changes

we ' re  see ing  in  2020  so  they  can

cont inue  to  have  a  secure ,

comfortable  l i fe  in  ret i rement .
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H ow  t o  i n v e s t  i n

r e t i r e m e n t  n ow?

i n  t h i s  g u i d e

Should  you  take  l ess  r i sk ?

What  i f  you  ret i re  in  a  bear  market ?

Do  the  old  ru les  about  withdrawals  s t i l l  apply ?

Should  you  reth ink  how  you  generate  income ?

5  FAQS  about  requi red  minimum  dis t r ibut ions

(RMDs )

What 's  help ing  ret i rees  move  fo rward ?

 

 

 

 

 

 



WWW .FUNDX .COM

RETIREMENT  INVESTING  DURING  COVID - 19

How  you  fee l  about  r i sk  changes

over  t ime ,  based  on  recent

market  act ion ,  and  changes  in

your  l i fe .  Ret i rees  genera l l y  have

less  of  an  appet i te  fo r  r i sk  when

they ' re  l i v ing  of f  the i r

investments  than  when  they

were  work ing .

 

What  should  you  do  when  your

r i sk  to le rance  changes ?  Should

you  make  a  change  to  your

port fo l io  now  or  wi l l  that  put

your  future  goals  at  r i sk ?  

 

I f  you ’ve  des igned  and  tes ted

your  in i t ia l  asset  a l locat ion  fo r

your  goals  in  ret i rement ,  then  i t

should  s t i l l  be  va l id  and  help  you

reach  those  goals ,  and  idea l l y ,

you  should  s t ick  with  i t .

Whi le  you  may  fee l  l i ke  

changing  your  a l locat ion  in

vo lat i le  markets ,  you  are  of ten

better  of f  wait ing  unt i l  markets

s tab i l i ze .  Otherwise ,  you  may

f ind  yourse l f  se l l ing  at  the  worst

poss ib le  t ime— jus t  before  a

market  rebound .

 

I f  you  aren ’ t  sure  that  you  can

stay  invested  through  market

dec l ines ,  then  cons ider

l ighten ing  up  on  equi t ies .  

 

Make  sure  you  have  a  plan  fo r

when  and  how  you ’ l l  get  back  on

track .  You  don ’ t  necessar i l y  want

to  le t  short - te rm  moves  turn  in to

long - te rm  changes  to  your

a l locat ion .

 

r e t h i n k i n g  r i s k  
HOW  YOU  FEEL  ABOUT  RISK  CHANGES

OVER  TIME .  HOW  YOU  RESPOND  MATTERS .



i f  you  ret i re  in  a  bear  market  you

typ ica l l y  have  a  higher  r i sk  of

running  out  of  money  because

you ’ re  withdrawing  f rom  your

port fo l io  whi le  i t 's  los ing  va lue .  

 

The  example  below  looked  at

how  you  would  have  fa red  i f  you

ret i red  on  December  31 ,  1999

with  a  $500 ,000  port fo l io  that

was  invested  100% in  s tocks

versus  a  port fo l io  of  50% s tocks

and  50% bondsassumes  you

star ted  tak ing  4% withdrawals  to

cover  your  expenses .

The  combinat ion  of  two  bear

markets  and  regular  withdrawals

took  the  a l l -s tock  port fo l io  down

to  less  than  $200 ,000  by  Ju ly  31 ,

2019 .

 

Bonds  held  up  better  than  s tocks

dur ing  the  market  decl ines ,  so  i f

you ’d  ret i red  with  a  balanced

port fo l io ,  you  ended  up  with

about  $443 ,000  in  your  account—

more  than  double  the  amount  of

a  port fo l io  that  owned  only

s tocks .
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wh a t  i f  yo u  r e t i r e  i n  a

b e a r  m a r k e t?

This  i s  jus t  one  example  of  an  a l locat ion  dur ing  a  per iod  that  was  part icu lar l y  bad

for  s tocks  and  unusual l y  good  fo r  bonds .  This  example  a lso  kept  your  a l locat ion  and

your  withdrawals  cons i s tent  regard less  of  market  act ion .  In  rea l i t y ,  many  ret i rees

make  changes  a long  the  way ,  somet imes  cutt ing  back  on  spending  in  a  year

fo l lowing  a  market  loss .  
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The  common  ru le  of  thumb  i s

that  ret i rees  can  withdraw  4%

f rom  the i r  accounts  each  year ,

adjusted  fo r  in f la t ion ,  with  a

high  probabi l i t y  that  the i r  assets

wi l l  l as t  a  l i fe t ime

 

This  4% ru le  was  f i r s t  establ i shed

in  the  ear ly  1990s ,  and  then

conf i rmed  over  t ime  by  many

independent  s tudies ,  inc luding

the  respected  Tr in i ty  s tudy .

I t  of fered  ret i rees  a  s imple

formula  that  a l lowed  ret i rees  to

create  an  annui ty - type  f i xed  rate

d is t r ibut ion  that  minimized  the i r

r i sk  of  running  out  of  money .

 

However ,  even  the  Tr in i ty  s tudy

acknowledged  that  the  4% ru le

was  a  guide l ine ,  and  that

ret i rees  should  expect  to  adjust

the i r  withdrawals  at  t imes .  This

may  be  one  of  those  t imes .

r e t h i n k i n g  t h e  4%  R u l e  
How  much  can  you  withdraw  f rom  your  port fo l io  in

ret i rement  and  st i l l  have  enough  to  las t  your  l i fe t ime?



3  C O N C E R N S  AB O U T

T H E  4%  R U L E  N O W

1 .  Changing market  condit ions
 

The  market  condi t ions  that  led  to  the

success  of  the  4% ru le  have  become

less  favorable  over  t ime .  One  of  the

chie f  sh i f t s  that  has  occur red  in

recent  years  has  been  in terest  rates

and  the  cor responding  y ie lds  on

bonds .  

 

Twenty  years  ago ,  the  three -month

Treasury  bi l l  was  y ie ld ing  6%.  Today ,

however ,  i t  y ie lds  0 . 1 1%,  and  the  f i ve -

year  Treasury  pays  a  meager  0 .33%.

That  change  wi l l  impact  expected

returns  in to  the  future .  

 

2 .  T iming of  withdrawals
 

The  4% ru le  a lso  doesn ’ t  cons ider

when  you  s tar t  tak ing  withdrawals ,

which  can  have  a  major  impact  on

your  f inances  in  ret i rement .  Your

returns  in  the  ear ly  years  of

ret i rement  are  cr i t ica l  to  growth  of

your  port fo l io .  Hav ing  a  s tat ic

wi thdrawal  rate  works  best  when

there  are  rea l l y  s t rong  returns  at  the

onset  of  ret i rement .  Ret i rees  who

star t  tak ing  withdrawals  in  a  bear

market  may  deplete  the i r  port fo l ios  at

a  fas ter  rate  and  run  a  higher  r i sk  of

running  out  of  money .

 

3 .  Keeping up with  l i fe  changes
 

Stat ic  withdrawal  rates ,  l i ke  4%,  don ’ t

account  fo r  the  personal  heal th  and

l i fes ty le  changes  or  l i fe -changing

events  that  many  ret i rees  exper ience .  
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I f  you ’ve  been  re ly ing  on

div idends  f rom  s tock  or  bond

funds  to  generate  income  in

ret i rement ,  you  may  need  to

reth ink  your  income  approach .

Many  companies  are  cutt ing  or

e l iminat ing  div idends  in  the

economic  downturn  of  2020 ,  and

bonds  are  y ie ld ing  next  to

noth ing .    

 

Div idends  can  (and  do )  change

over  t ime ,  so  they  aren ’ t

necessar i l y  a  cons i s tent  source

of  income .  Funds  with  s t rong

div idend  y ie lds  a lso  aren ’ t  a lways

the  best  per formers .  

A  fund  can  have  a  so l id  div idend

y ie ld  and  s t i l l  have  low  or  even

negat ive  returns  i f  i t s  pr ice  has

dec l ined  more  than  the  income

it  has  generated .  

 

Here 's  a  recent  example :  i f  you

bought  iShares  High  Div idend

ETF  (HDV )  because  of  i t s  3 .9%

y ie ld  (accord ing  to  Morningstar ) ,

you  would  have  los t  more  than

- 10% fo r  the  s ix  months  ending

May  31 ,  2020 .  I f  you ’d  bought

Polen  Growth  (POLRX ) ,  ins tead ,

you ’d  be  up  9 .4%—even  though

POLRX  y ie lds  0%.

 

r e t h i n k i n g  yo u r

i n c o m e  a p p r o a c h  
DIVIDENDS  MAY  NOT  PROVIDE  THE  INCOME  YOU  NEED



A  s t r a t e gy  f o r

g e n e r a t i n g  i n c o m e

i n  2020

This  could  be  a  good  t ime  to  cons ider

tota l - return  approach  to  generat ing

income .  With  th i s  approach ,  you ' l l

se lect  funds  based  on  tota l  returns—a

combinat ion  of  capi ta l  apprec iat ion

and  income— rather  than  income

alone .

 

You  can  then  create  a  s teady  s t ream

of  income  by  shav ing  of f  shares  of

funds  that  you ’ve  held  long  te rm .  This

way ,  you ' l l  generate  income  by

rea l iz ing  long - te rm  capi ta l  gains ,

which  are  taxed  at  a  lower  rate  than

ord inary  div idends .

 

How to  create  a  steady cash f low
from tota l  returns
 

You  can  set  up  an  automat ic

l iqu idat ion  and  withdrawal  plan  at

your  broker ,  spec i fy ing  a  part icu lar

fund  of  which  shares  wi l l  be  so ld  each

month ,  and  hav ing  the  proceeds  sent

to  you  or  your  bank  account .  

 

I f  you  own  funds  in  a  taxable  account ,

you ' l l  make  sure  you ' re  se l l ing  shares

you 've  held  at  least  a  year .  I f  you ’ve

held  your  funds  less  than  a  year ,  you

can  s t i l l  generate  income  in  a  tax -

sens i t i ve  way  by  se l l ing  shares  of

funds  you  own  at  a  loss ;  these  losses

can  be  used  to  of f set  future  gains .

 

I t  makes  sense  to  keep  s ix  to  18

months  of  essent ia l  cash  on  hand  in

money  market  or  s imi la r  ins t ruments .

You  can  use  th i s  to  pay  your  expenses ,

and  rep len ish  that  amount  each

month  or  quarter .  

A  TOTAL  RETURN

APPROACH  FOCUSES  ON

A  COMBINATION  OF

CAPITAL  APPRECIATION

AND  INCOME  RATHER

THAN  INCOME  ALONE .



1 .  Are  RMDs suspended or
postponed in  2020?
RMDs  were  suspended  as  part  of

the  CARES  Act ,  the  s t imulus  bi l l

passed  in  March  2020 .  You  do

not  have  to  take  two

dis t r ibut ions  next  year  fo r

miss ing  th i s  year .  The  RMD

waiver  appl ies  to  ind iv idua l  and

inher i ted  accounts .  However ,

non -spousa l  benef ic ia r ies  are  not

a l lowed  a  60 -day  ro l lover  return .

 

2 .  Is  th is  a  good thing? 
Yes ,  assuming  you  don ’ t  need

your  RMD  to  cover  your  l i v ing

expenses .  By  not  hav ing  to  take

an  RMD ,  you ’ l l  save  on  taxes

s ince  every  dol la r  you  pul l  out  of

a  t rad i t iona l  or  ro l lover  IRA  and

other  ret i rement  plan  i s  taxable

as  ord inary  income .  And  you ’ l l

have  more  in  your  ret i rement

account  to  grow  tax -defer red  in

future .

 

3 .  What  should I  do now?
Update  your  plans .  I f  you  set  up

an  automated  withdrawal  to

meet  your  RMD  each  year ,  you ’ l l

want  to  s top  i t ,  unless  you  need

the  money  fo r  l i v ing  expenses .

.

4.  What  i f  I  a l ready took my
RMD for  2020? Can I  return i t?  

You  can  return  the  fu l l

d i s t r ibut ions  only  i f  they  were

made  with in  the  l as t  60  days  in

what ’s  ca l led  a  60 -day  ro l lover .

(A  60 -day  ro l lover  can  only  be

done  once  in  365  days . )  I f  you

made  a  dis t r ibut ion  outs ide  the

60 -day  window ,  however ,  you

cannot  return  that  amount .

 

Your  adv isor  can  help  you  return

your  RMD .  I f  you ’ re  managing

your  own  accounts ,  you ’ l l  need

to  do  some  paperwork  to  make

the  return  of f ic ia l .  Contact  your

investment  adv isor  or  the

f inanc ia l  ins t i tut ion  that  holds

your  ret i rement  account  (Char les

Schwab ,  F ide l i ty ,  etc . ) .

 

5 .  Can I  st i l l  make a  Qual i f ied
Char i table  Distr ibut ion (QCD)?
You  can  s t i l l  make  a  QCD  of  up

to  $ 100 ,000  f rom  your  IRA  to  a

qual i f ied  char i ty ,  essent ia l l y

g iv ing  to  char i ty  with  pre - tax

dol la rs .  However ,  you  may  decide

to  postpone  your  QCD  unt i l  2021

when  i t  wi l l  of f set  your  RMDs ,

and  thus  lower  your  taxable

income .  Ta lk  to  your  adv isor

about  what ’s  best  fo r  you .
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5  FAQ s  a b o u t  R e q u i r e d

m i n i m u m  d i s t r i b u t i o n s

(R m D S )  i n  2020



Dur ing  the  bul l  market  years ,

ret i rees  could  buy  and  hold  a

few  s tock  funds ,  perhaps  an

index  ETF ,  and  as  long  as  the

market  kept  going  up ,  they  did

pret ty  wel l .  But  invest ing  i s  not

that  s imple  the  COVID - 19  wor ld .

 

Few  investors ,  part icu lar l y

ret i rees ,  can  s t ick  with  a  buy -

and -hold  approach  dur ing  the

huge  swings  in  s tocks  that  we

saw  in  the  f i r s t  hal f  of  2020 .

Many  investors  today  are  turn ing

to  act ive  invest ing  s t rateg ies ,

which  are  are  des igned  to  help

investors  respond  to  2020 's

rap id ly  changing  markets .  

 

An  Apr i l  2020  survey  of  F ide l i ty

adv i sors  found  that  “41% of

f inanc ia l  adv isors  were  look ing

to  increase  c l ients ’  a l locat ions  of

act i ve  investments , ”  Barron ’s

reported  on  May  8 ,  2020 .
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s t r a t e g i e s  t o  h e l p

r e t i r e e s  m o v e  f o rwa r d

s u s t a i n a b l e  i n v e s t i n g  
Susta inable  invest ing  looks  beyond  a  company ’s  f inanc ia l s ;  i t  a lso

inc ludes  a  company 's  env i ronmenta l ,  soc ia l ,  and  governance  (ESG )

r i sk .  The  "S "  in  ESG  focuses  on  how  a  company  protects  people ,

inc luding  i t s  employees  and  c l ients ,  and  that 's  become  an

essent ia l  part  of  invest ing  in  2020 .  

 

“Companies  that  protected  the i r  l abor  fo rces  and  supply  cha ins

dur ing  th i s  year ’s  s tock -market  drawdown  saw  more  net  in f lows

f rom  ins t i tut iona l  investors  and  better  returns  than  the i r  indust ry

peers , ”  accord ing  to  an  Apr i l  2020  s tudy  by  Harvard  and  State

St reet  c i ted  by  the  Wal l  Street  Journa l  on  May  12 ,  2020 .

 

Companies  with  s t rong  ESG  rat ings  are  “ the  qual i ty  companies  of

the  21s t  Century ,  and  qual i ty  companies  tend  to  hold  up  better

than  the i r  lower -qual i ty  counterpar ts  in  di f f icu l t  markets , ”

Morningstar  noted  Apr i l  3 ,  2020 .  

ACTIVE  INVESTING  HELPS  RETIREES  ADAPT  TO

CHANGING  MARKETS



Advisors  are  help ing  ret i rees

f igure  out  i f  they  can  take  less

r i sk  with  the i r  investments  and

st i l l  have  enough  money  to  l as t

the i r  l i fe t ime .  

 

A  Morgan  Stanley  survey  found

that  86% of  high -net -worth

investors  work  with  adv isors  fo r

he lp  a l locat ing  the i r  assets .

 

Advisors  are  a lso  help ing  ret i rees

come  up  with  a  more  dynamic

approach  to  withdrawals  and

f inding  new  ways  to  generate

income .  

 

As  c l ients  return  the i r  unwanted

RMD  back  to  the i r  IRA  accounts ,

adv isors  are   look ing  fo r  s t rateg ic

t imes  to  buy  back  in .
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h e l p i n g  r e t i r e e s  a d a p t

t o  c h a n g i n g  m a r k e t s

f i n a n c i a l  p l a n n i n g
Need  to  ret i re  sooner  than  l a ter ?   “The  onset  of  the  cov id - 19

cr i s i s  led  to  a  wave  of  ear l ie r  than  planned  ret i rements , ”  an  Apr i l

2020  s tudy  of  people  before  the  Cov id - 19  pandemic  began  and

again  in  the  ear ly  months  of  the  pandemic  found ,

 

F inanc ia l  planning  can  help  you  adjust  your  ret i rement  plans

and  determine  i f  you  can  ret i re  ear l ie r  and  s t i l l  keep  your  same

qual i ty  of  l i fe .  

 

F inanc ia l  planning  can  help  you  answer  quest ions ,  such  as :

Should  I  change  my  investment  s t rategy ?  How  wi l l  I  rep lace  my

income  in  ret i rement ?  Which  accounts  should  I  withdraw  f rom

f i r s t ?  How  much  can  I  withdraw  without  putt ing  my  future

income  at  r i sk ?  Where  does  soc ia l  secur i ty  f i t  in ?  What  about

hea l th -care  costs ?

ADVISORS  ARE  HELPING  RETIREES  RETHINK  RISK ,

WITHDRAWALS ,  INCOME ,  AND  INVESTING  IN  2020 .  



i n v e s t  w i t h  F U N D X
HELPING  RETIREES  BUILD  AND  PRESERVE

WEALTH  SINCE  1969

 

Worr ied about  your  ret i rement  p lans?  Not  sure  i f  your
plans  are  st i l l  va l id  in  the Covid-19  market?

 

FundX  Investment  Group 's  adv isors  and  f inanc ia l  planners

have  been  help ing  ret i rees  invest  fo r  a  secure ,  comfortable

ret i rement  fo r  more  than  50  years .

 

F ind  out  more  about  how  we  can  help  you  move  fo rward .

CALL  1 -800 -323 - 1510

TO  SET  UP  A  TIME  TO  TALK

$500 ,000  minimum


