Coping With Estate Tax Uncertainties
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t has been said that the two things you
can count on are death and taxes. But
what about the tax that may come due
upon your death? Under current law, the
federal estate tax is being whittled down
until it expires in 2010. But unless
Congress acts, the tax will return with a
vengeance just one year later. And
although this political football has been
kicked around in our nation’s capital for
most of this decade, there is no clear-cut
outcome in sight. That leaves those whose
assets might be subject to the tax in estate
planning limbo.
The most practical approach for now
is to know the existing law and prepare for
pending changes as if they will deﬁnitely
occur. The massive Economic Growth and
Tax Relief Reconciliation Act of 2001
(EGTRRA) completely revamped federal
estate tax law, and under EGTRRA, these
changes are being implemented:
●
The individual estate tax
exemption, which shelters an estate from
tax liability through a special tax credit, is
gradually increasing from $675,000 for
those who died in 2001 to $3.5 million for
anyone who dies in 2009. In 2008, the
exemption is $2 million.
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The top federal estate tax rate of
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The 4% Solution Right?

example, a study by three Trinity
University professors considered
withdrawal rates ranging from 3% to
12%. The money came out of ﬁve model
portfolios—one with all stocks, another all
bonds, and three with various blends of
stocks and bonds. The researchers
plugged in historical data from withdrawal
periods beginning at different starting
points and lasting 15, 20, and 35 years.
According to the study, adding bonds
to the portfolio mix increased the
likelihood of success, particularly at lower
withdrawal rates, but the authors also
concluded that most retirees would beneﬁt
from having at least 50% of their holdings
in stock. Meanwhile, withdrawing just 3%
to 4% from a stock-heavy portfolio was
likely to create wealthy heirs at the
expense of a retiree’s current income. And
for payout periods of 15 years or less,

(Continued from page 1)

during the mid-1990s, was developed by
mutual fund legend Peter Lynch. His
model portfolio, fully invested in equities
and generating average annual returns of
10% to 11%—the long-term historical
average—could support a 7% annual
withdrawal rate, adjusted for inﬂation,
without draining assets. But such a
portfolio could be decimated during bear
markets like the three-year decline that hit
stocks in 2000-2003.
Today, many experts prefer a ﬂexible
approach that adjusts withdrawals
according to changing income needs and
market ﬂuctuations. Increasingly powerful
computer simulations make it easy to
model different scenarios and to gauge the
impact of changes in many variables. For
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withdrawing 8% to 9% each year from a
stock-dominated portfolio appeared to be
sustainable. However, don’t underestimate
the importance of long-term care
insurance in protecting yourself; a major
long-term care situation early in
retirement could devastate your life
savings, since Medicare won’t cover
expenses until a great portion of your
assets have been exhausted.
“Taking 4% a year gives you a
starting point,” says Peng Chen, president
of Ibbotson Associates, an institutional
research and consulting ﬁrm. “It gives you
a rule of thumb in terms of how much you
can take out versus how much you have.
But there are many different strategies for
managing your money and spending it
during retirement, and these days, it’s
possible to create very sophisticated plans.
No one size ﬁts all.” ●
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Is the 4% Solution Right
For Your Retirement Plan?

Many Americans Fail
To Take Care Of
Financial Basics

ost ﬁnancial planning is about
accumulation. You work, you
save, you invest, and if you do
everything right, you win. But what will
you do with that retirement account full of
assets? And what will you truly be able to
afford? When you start spending your nest
egg, you’ll need to decide on a withdrawal
plan that will fund your big plans without
jeopardizing your future. Perhaps the most
common approach is to pull out 4% of
your savings each year. In most situations,
that will keep you solvent no matter how
long you live. But it may not always be the
best approach.
Earlier generations didn’t have to deal
with this question. People often spent an
entire career working for one company
and received a generous pension in return.
Add Social Security and they had enough
guaranteed retirement income to see them
through their decade or so of life after
work. But now company pensions are
disappearing, and today’s near-retirees
have to worry not only about whether
they’ve saved enough in their 401(k)s and
IRAs, but also whether their savings will
support them through as many as 30 years
or more of active retirement. “We have
this huge wave of baby boomers about to
retire, and their overriding concern is
whether their portfolios are adequate,”
says R. Gene Stout, a ﬁnance professor at
Central Michigan University.
Calculating what is adequate is
complicated by the fact that spending
during retirement inevitably varies from
year to year and decade to decade. In a
recent survey of 2,000 pre-retirees by Sun
Life Financial, most said they expected the
income they needed to fund their lifestyles
would ﬂuctuate, particularly during the
early years of retirement. But taking too

o business would operate without
a budget, and balancing income
and expenses is also a crucial
ingredient for personal ﬁnancial success.
Yet according to a study by Princeton
Survey Research Associates International,
fewer than half of Americans keep a close
eye on what they spend.
Just two in ﬁve survey respondents
said they closely track expenses. That
leaves 58% who claimed either to have a
“somewhat good idea” or little or no idea
of how much they spend. This sloppiness
about spending extends to overall credit
management, with more than half of those
surveyed saying they had never ordered
copies of their credit reports, and almost
three in 10 didn’t know they were entitled
to one free copy of the report each year.
And almost a third of survey respondents
said they fail to meet monthly credit card
minimums, thus incurring penalties and
higher interest rates.
And what of those who are mindful
of what they spend? How did they get that
way? Typically, they learned the ﬁnancial
basics at home, when they were young.
The study shows a clear link between
having an early grounding in ﬁnancial
management principles and exhibiting
positive money habits later in life.
Financial responsibility as an adult
starts in childhood. Teaching your
children how to manage their money
wisely—and making sure they understand
what may happen if they don’t—can be
one of the best gifts you ever provide.
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much too soon could do outsized harm to
a portfolio, draining assets that otherwise
could have grown to help ﬁnance later
years. Ill-timed market downturns and
inﬂation can also be crippling.
What is a safe withdrawal rate or
strategy? “There’s always that investor
who says, ‘I’ve accumulated all of my life
and now I’m going to retire and switch
everything to bonds and take 5% for life,’”
says Dru Donatelli,
a professor at the
State University of
New York and
assistant vice
president of special
markets at John
Hancock Financial
Services. But that approach may fail to
keep pace with inﬂation in general and
with rising health-care costs in particular.
The latter is a big expense for most
retirees, and health costs are increasing
three times as fast as other prices.
Simply withdrawing 4% to 5% of a
portfolio’s assets each year has its own
potential beneﬁts and drawbacks. It has
been thoroughly studied, and it seems to
work. For example, consider the potential
payout from model portfolios keeping
50% to 75% of assets in large-cap stocks
and the rest in intermediate- and long-term
bonds. If you withdraw 4% the ﬁrst year
from such a portfolio and continue pulling
out the same amount, adjusted for
inﬂation, you’ll stay solvent for at least 30
years, according to one study. But unless
you have a huge nest egg, that approach
won’t give you much to live on—just
$40,000 a year for every $1 million
you’ve saved.
Another simple solution, popular
(Continued on page 4)
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An Employee Perk Biz Owners Can Like

W

ant to boost staff morale in
your business? Consider a
ﬂexible-spending account
(FSA). It’s a low-cost, maybe zero-cost,
fringe beneﬁt.
Sometimes referred to as a
“cafeteria plan,” a ﬂex plan established
under Section 125 of the Internal
Revenue Code allows participants to
use pre-tax dollars to pay for doctor’s
visits, day care, summer camp and
many other qualiﬁed expenses. For
employees, it cuts the cost of these
items by 23% to 40% or more,
depending on their tax bracket.
You save, too, because the pre-tax
contributions by employees reduce your
company’s taxable payroll. The more
employees use the plan, the larger your
savings. “You avoid having to pay the
matching 7.65% FICA (Social Security)
tax on contributions to the plan by
employees,” says Jan LeTourneau, of
MHM Resources, a provider of Section
125 plans.
Participants decide how much they
want to contribute for the year to each
type of FSA offered. Pre-tax dollars are
withheld from their pay and placed in
an account. When employees incur
eligible expenses, they get reimbursed
from the account.
Some FSAs reimburse medical
expenses not covered under a health
plan, day care, and insurance premiums.

Other plans reimburse adoption
expenses and, under Section 132 of the
tax code, commuting costs such as
parking or train fares. A business may
offer any or all kinds of accounts.

You can start an FSA at
any time, and can use
virtually any plan year

There is a catch. Sole proprietors
and most owners of pass-through
business entities, partnerships, limited
liability companies, and S corporations
can’t participate themselves. In other
cases, owners and their families may
ﬁnd their participation limited by IRS
discrimination tests. But such
businesses can still establish FSAs to
beneﬁt workers.
To ensure employees take
advantage, you can educate them about
FSA beneﬁts, says David Turner at
Mycafeteriaplan.com, a third-party
administrator. Emphasize that they can
save on items they’re already paying
for, such as dental work and commuter

passes. A sore spot for employees:
Contributions not spent during the year
must be forfeited, reverting to the
company. But the company may allow a
2½ month “grace period” at the end of
the year.
For employers, a concern with
medical FSAs is that participants who
incur expenses early in the year are
entitled to reimbursement up to their
total annual commitment. You could be
on the hook until contributions catch up
with expenses. If the employee quits,
you’re out of luck. You cannot reduce a
worker’s ﬁnal paycheck for ﬂex plan
over-reimbursements. To avoid such
problems, you may want to cap
contributions to medical FSAs and limit
eligibility, perhaps excluding parttimers or new employees.
You can start an FSA at any
time, and can use virtually any plan
year. Participants must ﬁnalize their
elections before the plan year begins,
however.
Your expenses may include plan
set-up (usually several hundred dollars),
monthly administration (there may be a
minimum, such as $100), and annual
fees. Some providers will establish a
plan for you, then let you administer it
to save costs. And remember: These
expenses may be offset by your savings
on the FICA match. ●

Nine Estate Planning Mistakes To Avoid

T

hanks to increased home values,
well-funded retirement accounts,
and hefty life insurance policies,
many retirees today not only have enough
money to live comfortably but are also
likely to have wealth to distribute at the
end of their lives. But it can be tricky
making sure your bequest gets where you
want it to go. Here are nine common
mistakes to avoid.
Assuming you don’t need an estate
plan because you don't owe estate tax.
With estate tax laws currently in ﬂux,
whether your estate is large enough to
owe estate taxes may depend on when
you die. But even if taxes aren’t an issue,
estate planning can ensure your assets are
controlled according to your wishes if
you’re incapacitated and parceled out
appropriately at your death. It can also
help to avoid the cost and delay of
probate and minimize emotional and
ﬁnancial burdens on your beneﬁciaries.
Not having a will. Without a will,
state law will govern the disposition of
your probate estate, with the government
deciding who gets what. Depending on
your state of residence, if you are
survived by a spouse and children, your
estate will typically be divided among
them even if you had something else in
mind. Moreover, assets could be poorly
managed and your estate could end up
paying more than it should in taxes and
legal fees. A will lets you specify who

gets what and could help minimize estate
taxes.
Not having a ﬁnal wishes
document. What happens if you change
your mind about who gets your favorite
jewelry or whether you want to be buried
or cremated? You can note these wishes
in an addendum to your will called a ﬁnal
wishes document. Though not legally
binding in all states, this document will at
least give your heirs an idea what you
want and help them avoid needless
conﬂicts.
Leaving your entire estate to your
spouse. While many couples leave all
assets to one another, that’s not always
the best strategy. You may want some
property to pass directly to children from
a previous marriage, or to go into a trust
to make use of both spouses’ estate tax
exemptions. Trusts, which come in many
varieties, may help you ﬁne-tune your
estate plan, are typically less vulnerable
than wills to legal challenges, and can
provide asset protection.
Owning all assets jointly. Most
couples own property jointly, with rights
of survivorship—meaning that upon the
death of one spouse, the jointly owned
property automatically passes to the
surviving spouse, avoiding probate. But
this may not be the best choice in all
situations. For example, owning property
separately could make it possible to fund
a trust and take better advantage of the

For Children With Special Needs, Consider A Special Trust

To Protect A Disabled Child Financially

arents of a child with physical
or mental disabilities should
consider setting up a special
needs trust, or SNT. This kind of
trust can provide substantial ﬁnancial
beneﬁts as well as help ensure that
the child will continue to get the care
he or she needs after Mom and Dad
are gone.
Parents in this situation often
make well intentioned but naive
assumptions about how to split
their estate among children with
very different needs. Their estate
plan might leave half their assets to
the child with the disability and the
rest to a child with no special needs.

SNT are not counted in formulas
for awarding Supplemental Security
Income, Social Security Disability
Income, Medicaid, and state and
local aid programs that use federal
criteria to determine eligibility.
Protecting federal aid is important
because individuals with disabilities
often cannot get private health
insurance policies to cover lifetime
medical needs. In this way, the trust
can be used to supplement government beneﬁts and not replace them,
thus improving the quality of life for
a disabled individual.
Federal legislation in 1993
set some requirements for SNTs,

P

Other parents decide to bequeath
almost all assets to a child with
special needs and leave little or
nothing to other children. This could
have grave unintended consequences.
Children with disabilities often
need to live in a hospital, a group
home, or another place where they
can receive special care and
treatment. They may ﬁnd comfort
in consistency, in a routine that
varies little from day to day. But
directly bequeathing assets to a
disabled child could disqualify him
or her for government aid programs,
and cause the child to be removed
from a program or facility paid for

under a federal government program.
Establishing an SNT is one way to
make sure a child isn’t forced out
of an environment that has been
comfortable and supportive.
With an SNT, an appointed
trustee will decide how much, if
indeed any, income should go to
the child with special needs. The
trustee could be a corporate ofﬁcer
of a bank or trust company, or a
ﬁnancial advisor or family friend.
Or you could name multiple trustees
to manage the assets and make
decisions about distributions.
Because trustees have discretion
over distributions, the assets in a

and some states also have laws
governing how to establish an SNT.
The laws permit an SNT that
supplements but doesn’t supplant
federal aid, but they set stringent
requirements. As a result, creating an
SNT requires an attorney who
understands the rules of these trusts
and knows the ins and outs of federal
aid programs open to disabled
individuals. General estate planning
expertise is also important.
An SNT is a good way to ensure
that a disabled child will be cared for
after your death, and it can help you
treat children with different needs
equitably if not equally. ●

estate tax exemption.
Not considering annual gifts.
Using yearly gifts to distribute your
estate while you’re living can be
immensely satisfying, and it takes
advantage of an annual gift tax
exclusion that allows you to make taxfree gifts each year of up to $12,000
each to an unlimited number of
recipients. (If you give with your
spouse, the limit is $24,000.) You can
use your $1 million lifetime gift tax
exclusion to make even larger gifts. And
any gift now avoids potential estate
taxes later.
Failing to consider the beneﬁts of
charitable contributions. Fulﬁlling
your philanthropic goals can also have
many tax beneﬁts. Your estate can take
a deduction for gifts—including cash,
personal property, real estate, and
certain investments—made to
charitable organizations upon your
death. (Charitable gifts during your
lifetime are also deductible, and reduce
the size of your taxable estate.) Other
options to consider are a charitable
remainder trust that pays a lifetime
income to you and distributes remaining
assets to a charity at your death, or a
charitable lead trust, which reverses the
equation, paying the charity now and
your heirs when you die. And you might
use life insurance to “compensate”
family members for the part of their
inheritance that goes to charity, if you
are insurable and inclined to do so.
Keeping life insurance in your
taxable estate. Life insurance beneﬁts
aren’t taxed as income but they do go
into your estate and could increase your
heirs’ estate taxes. A better option may
be to have your policy owned by an
irrevocable life insurance trust that can
pass along proceeds without tax
liability.
Failing to update estate strategies
periodically. Everyone’s circumstances
change. Your wealth may increase or
decrease, new children may be born
while others reach adulthood, and you
could be widowed or divorced and
remarry, adding the complications of a
second family. Regular reviews can
make sure your estate plan keeps up. ●
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be to have your policy owned by an
irrevocable life insurance trust that can
pass along proceeds without tax
liability.
Failing to update estate strategies
periodically. Everyone’s circumstances
change. Your wealth may increase or
decrease, new children may be born
while others reach adulthood, and you
could be widowed or divorced and
remarry, adding the complications of a
second family. Regular reviews can
make sure your estate plan keeps up. ●

Coping With Estate Tax Uncertainties

I

t has been said that the two things you
can count on are death and taxes. But
what about the tax that may come due
upon your death? Under current law, the
federal estate tax is being whittled down
until it expires in 2010. But unless
Congress acts, the tax will return with a
vengeance just one year later. And
although this political football has been
kicked around in our nation’s capital for
most of this decade, there is no clear-cut
outcome in sight. That leaves those whose
assets might be subject to the tax in estate
planning limbo.
The most practical approach for now
is to know the existing law and prepare for
pending changes as if they will deﬁnitely
occur. The massive Economic Growth and
Tax Relief Reconciliation Act of 2001
(EGTRRA) completely revamped federal
estate tax law, and under EGTRRA, these
changes are being implemented:
●
The individual estate tax
exemption, which shelters an estate from
tax liability through a special tax credit, is
gradually increasing from $675,000 for
those who died in 2001 to $3.5 million for
anyone who dies in 2009. In 2008, the
exemption is $2 million.
●
The top federal estate tax rate of

55% has been gradually decreasing
purchased years ago for $10 a share but
during the same time period. It is 45% in
that is worth $100 a share at the time of
2008 and will remain there until the estate
your death. Under current rules, your heirs
tax is repealed.
could “step up” the per-share basis to
●
The individual exemption from gift
$100, potentially avoiding capital gains
taxes stopped rising in 2004 and will
tax on $900,000. Under the new rules,
remain at $1 million. So the estate and gift
heirs will inherit the deceased owner’s
tax credits, once identical—and somebasis, though non-spouse inheritors will be
times referred to as the “uniﬁed” credit—
able to increase the basis by $1.3 million,
are uniﬁed no more. But the gift tax rate
and spouses can take advantage of an
has continued to fall with the estate tax
additional $3 million bump, for a total of
rate and is currently also at 45%. After
$4.3 million.
2009, the gift tax rate will be pegged to
Most provisions of EGTRRA will
the top individual income tax rate
“sunset” after 2010, with exemption
(currently 35%).
amounts and tax rates essentially reverting
●
The generation-skipping transfer tax
to pre-EGTRRA levels. So an estate plan
(GSTT), which generally applies to
that assumes there will be a $3.5 million
transfers of property to grandchildren, will
exemption, for example, may be of little
also be repealed after
use if the exemption is
Estate Tax Ups And Downs
2009 and revived in
actually only $1 million
2011. The GST
when you die. While
Individual
Maximum
Tax Year
Exemption
Tax Rate
exemption is $2 million
Congress doesn't favor
2001
$675,000
55%
in 2008 and $3.5 million
lowering exemptions, this
2002
$1 million
50%
in 2009.
could change with a new
2003
$1 million
49%
●
2004
$1.5 million
48%
After 2009, heirs
president. We can work
2005
$1.5 million
47%
will no longer beneﬁt
with you and your estate
2006
$2 million
46%
from a “step-up” in cost
attorney to develop a plan
2007-2008
$2 million
45%
2009
$3.5 million
45%
basis on inherited assets.
that is ﬂexible enough to
2010
--------Suppose you own 10,000
adapt to the law as it
2011
$1 million
55%
shares of stock that you
changes. ●

The 4% Solution Right?

example, a study by three Trinity
University professors considered
withdrawal rates ranging from 3% to
12%. The money came out of ﬁve model
portfolios—one with all stocks, another all
bonds, and three with various blends of
stocks and bonds. The researchers
plugged in historical data from withdrawal
periods beginning at different starting
points and lasting 15, 20, and 35 years.
According to the study, adding bonds
to the portfolio mix increased the
likelihood of success, particularly at lower
withdrawal rates, but the authors also
concluded that most retirees would beneﬁt
from having at least 50% of their holdings
in stock. Meanwhile, withdrawing just 3%
to 4% from a stock-heavy portfolio was
likely to create wealthy heirs at the
expense of a retiree’s current income. And
for payout periods of 15 years or less,

(Continued from page 1)

during the mid-1990s, was developed by
mutual fund legend Peter Lynch. His
model portfolio, fully invested in equities
and generating average annual returns of
10% to 11%—the long-term historical
average—could support a 7% annual
withdrawal rate, adjusted for inﬂation,
without draining assets. But such a
portfolio could be decimated during bear
markets like the three-year decline that hit
stocks in 2000-2003.
Today, many experts prefer a ﬂexible
approach that adjusts withdrawals
according to changing income needs and
market ﬂuctuations. Increasingly powerful
computer simulations make it easy to
model different scenarios and to gauge the
impact of changes in many variables. For

©2008 API

withdrawing 8% to 9% each year from a
stock-dominated portfolio appeared to be
sustainable. However, don’t underestimate
the importance of long-term care
insurance in protecting yourself; a major
long-term care situation early in
retirement could devastate your life
savings, since Medicare won’t cover
expenses until a great portion of your
assets have been exhausted.
“Taking 4% a year gives you a
starting point,” says Peng Chen, president
of Ibbotson Associates, an institutional
research and consulting ﬁrm. “It gives you
a rule of thumb in terms of how much you
can take out versus how much you have.
But there are many different strategies for
managing your money and spending it
during retirement, and these days, it’s
possible to create very sophisticated plans.
No one size ﬁts all.” ●
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Is the 4% Solution Right
For Your Retirement Plan?

Many Americans Fail
To Take Care Of
Financial Basics

ost ﬁnancial planning is about
accumulation. You work, you
save, you invest, and if you do
everything right, you win. But what will
you do with that retirement account full of
assets? And what will you truly be able to
afford? When you start spending your nest
egg, you’ll need to decide on a withdrawal
plan that will fund your big plans without
jeopardizing your future. Perhaps the most
common approach is to pull out 4% of
your savings each year. In most situations,
that will keep you solvent no matter how
long you live. But it may not always be the
best approach.
Earlier generations didn’t have to deal
with this question. People often spent an
entire career working for one company
and received a generous pension in return.
Add Social Security and they had enough
guaranteed retirement income to see them
through their decade or so of life after
work. But now company pensions are
disappearing, and today’s near-retirees
have to worry not only about whether
they’ve saved enough in their 401(k)s and
IRAs, but also whether their savings will
support them through as many as 30 years
or more of active retirement. “We have
this huge wave of baby boomers about to
retire, and their overriding concern is
whether their portfolios are adequate,”
says R. Gene Stout, a ﬁnance professor at
Central Michigan University.
Calculating what is adequate is
complicated by the fact that spending
during retirement inevitably varies from
year to year and decade to decade. In a
recent survey of 2,000 pre-retirees by Sun
Life Financial, most said they expected the
income they needed to fund their lifestyles
would ﬂuctuate, particularly during the
early years of retirement. But taking too

o business would operate without
a budget, and balancing income
and expenses is also a crucial
ingredient for personal ﬁnancial success.
Yet according to a study by Princeton
Survey Research Associates International,
fewer than half of Americans keep a close
eye on what they spend.
Just two in ﬁve survey respondents
said they closely track expenses. That
leaves 58% who claimed either to have a
“somewhat good idea” or little or no idea
of how much they spend. This sloppiness
about spending extends to overall credit
management, with more than half of those
surveyed saying they had never ordered
copies of their credit reports, and almost
three in 10 didn’t know they were entitled
to one free copy of the report each year.
And almost a third of survey respondents
said they fail to meet monthly credit card
minimums, thus incurring penalties and
higher interest rates.
And what of those who are mindful
of what they spend? How did they get that
way? Typically, they learned the ﬁnancial
basics at home, when they were young.
The study shows a clear link between
having an early grounding in ﬁnancial
management principles and exhibiting
positive money habits later in life.
Financial responsibility as an adult
starts in childhood. Teaching your
children how to manage their money
wisely—and making sure they understand
what may happen if they don’t—can be
one of the best gifts you ever provide.
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much too soon could do outsized harm to
a portfolio, draining assets that otherwise
could have grown to help ﬁnance later
years. Ill-timed market downturns and
inﬂation can also be crippling.
What is a safe withdrawal rate or
strategy? “There’s always that investor
who says, ‘I’ve accumulated all of my life
and now I’m going to retire and switch
everything to bonds and take 5% for life,’”
says Dru Donatelli,
a professor at the
State University of
New York and
assistant vice
president of special
markets at John
Hancock Financial
Services. But that approach may fail to
keep pace with inﬂation in general and
with rising health-care costs in particular.
The latter is a big expense for most
retirees, and health costs are increasing
three times as fast as other prices.
Simply withdrawing 4% to 5% of a
portfolio’s assets each year has its own
potential beneﬁts and drawbacks. It has
been thoroughly studied, and it seems to
work. For example, consider the potential
payout from model portfolios keeping
50% to 75% of assets in large-cap stocks
and the rest in intermediate- and long-term
bonds. If you withdraw 4% the ﬁrst year
from such a portfolio and continue pulling
out the same amount, adjusted for
inﬂation, you’ll stay solvent for at least 30
years, according to one study. But unless
you have a huge nest egg, that approach
won’t give you much to live on—just
$40,000 a year for every $1 million
you’ve saved.
Another simple solution, popular
(Continued on page 4)
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