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Does the traditional ‘glide path’
retirement formula still work?
By Bradley J. Rathe
As Archie and Edith used to sing,
“those were the days,” and they
certainly were, at least in terms of
retirement planning. But times have
changed. Today, the traditional “glide
path” strategy, where after retiring
you got 5 percent out of your Treasuries and “were good” is almost irrelevant. With rates hovering at or near
zero, many believe that formula is
no longer a viable option.
Keeping in mind that retirement
planning has a lot to do with percentages and expectations, the new rules
of retirement apply from the average
Joe right up to the highest net worth
families. Meaning: All individuals
already in retirement or on the cusp of
being there need to apply a new level
of sophistication to their planning
and discard some of the formulas
associated with glide path thinking.
For example, remember the old
adage about dividing your equity
and fixed-income investments by
subtracting your age from 100? So,
at 25, you put 75 percent of your
investments into equities and 25 percent into fixed income. Ten years
later, those proportions were 65/35,
etc. The reasoning was simple: At 25,
you were in an early “sequence,” so
pouring your investments into equities made sense because you had

three or four decades to weather the
markets’ inevitable ups and downs.
With this formula, as the years
pass you back-pedal on the riskier
equity investments so that, on the
brink of retirement, at say age 60 or
65, your portfolio tilts decidedly into
fixed-income holdings. When fixed
income was delivering 4-to-5 percent
returns, this formula worked. However, those returns are not consistent
with today’s rate realities.
According to the glide path scenario, after retiring you should be
able to live in a style to which you’ve
become accustomed, and do it on
approximately 4 percent of your total
investments per year. Let’s say that you
need $400,000 a year in retirement
to achieve that goal. If you have a $10
million nest egg, to keep it untouched
and get your $400,000, the egg has
to deliver a 4 percent annual return.
But with 65 or 70 percent of your
investments in fixed income when
you retire, given today’s rates of
return, the math literally doesn’t work.
So what can you do to adjust to
today’s rates of return?
First, you need to be more sophisticated with your retirement investing
than past generations were. For example, like it or not, you need to introduce more risk into your portfolio to

reach your goal. We suggest a retirement portfolio balanced 50/50 between
equity and fixed income.
Second, you’re no longer a 25 year
old to whom sequence is less relevant.
In truth, you’re in one of your final
20-year sequence periods, during
which you most likely will have a 15- to
20 percent equity drawdown because,
historically, one occurs at least every
20 years. The important question is
when, in your final sequence, will that
happen? If it happens late, will you
have enough left in your retirement
pool to take the hit? And will you be
ready if the draw-down happens early
in your final sequence? (Think of
those who retired in 2007.)
Early or late, the key is a sophisticated portfolio approach. That means
including some alternatives, or emerging markets, and enough investments
not correlated to the mainstream, so
that when the mainstream stumbles,
you still have investments generating income.
In sum, does the glide path formula
still work? In some ways, yes. But if
you commit to a more sophisticated
approach that includes reasonable
risk, a 50/50 balance and some backstop investments for inevitable drawdowns, your path into, and during,
retirement should be a smooth one.

Investing involves risk. Investment return and principal value of an investment will fluctuate, and an investor’s shares, when redeemed, may be worth more
or less than their original cost. Investing in futures involves additional risks and increased complexity in certain security futures investment strategies.
Securities futures are not suitable for all investors. Advisory services offered through Strategic Financial Group, LLC. A Registered Investment Advisor.
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How to reach Bradley J. Rathe
I would be pleased to have a conversation with
you regarding your wealth management goals.
I can be reached at 888.363.7147, ext. 244.
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“You need to be more sophisticated
with your retirement investing
than past generations were.”
—Bradley J. Rathe
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Strategic Financial Group, LLC (SFG) is an integrated and comprehensive wealth management firm that has been
helping a select group of families, businesses, individuals and institutions achieve their financial planning and
wealth management goals since 1996. With a business practice modeled after family offices, SFG takes a holistic
approach to financial planning for its clients. Each SFG client has a tailored team of highly skilled professionals
suited to solve the issues and financial concerns unique to that client’s financial situation. Client success rests on
the firm’s ability to integrate well-constructed and dynamic plans that are reviewed and amended over time. These
plans integrate tax, estate, risk management, legal, succession and inheritance issues, to name a few. SFG prides
itself on nurturing client relationships that are not “one and done,” but are structured to last a lifetime and beyond.
Assets Under Management
Available on request

Minimum Asset Requirement
$500,000 (investment services)

Financial Services Experience
25 years (Rathe)

Professional Services Provided
Planning, money management and investment advisory services,
investment products

Compensation Method
Asset-based and fixed fees
Largest Client Net Worth Confidential
Website www.sfgweb.com

Primary Custodians for Investor Assets
TD Ameritrade, Charles Schwab, Fidelity
Email bjrathe@sfgweb.com
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