Retirement investing is rarely a straight line. It's a moving target shaped by inflation, job changes, unexpected
healthcare costs, and the simple reality that markets do not coordinate with your calendar. What makes the
process feel hard is that “growth” and “safety” are not opposites so much as two jobs your portfolio must do at
the same time. You need enough growth to outrun inflation and longevity risk, and enough safety to protect your

spending plan when markets wobble.

I've watched people win in one year and lose in the next, not because they picked the wrong assets, but because
their plan assumed calm markets during withdrawal. I've also seen the opposite pattern, where someone hides in
cash for too long, feels secure for a while, and then gets hit with the slow emergency of inflation. The balance you

choose matters, but so does how you implement it and how you respond when reality shows up.

The two problems retirement portfolios must solve

Most investing advice talks about risk, but retirement risk is more specific than volatility in a chart. There are at

least two distinct problems.

First is the spending risk problem: will your portfolio be able to fund your lifestyle for decades, even after a bad
sequence of returns? “Sequence risk” is the reason retirees sometimes feel unlucky. If markets fall early in your
retirement window, you sell assets at depressed prices to cover expenses. Even if markets later recover, the

damage can be permanent because you used recovery gains to refill a hole created by early losses.

Second is the purchasing-power problem: inflation quietly changes what you can buy. A portfolio that looks fine in
nominal dollars can still fail in real terms. This is especially relevant if your spending is heavy in areas that tend to
rise faster than general inflation, like healthcare, or if you plan to keep working longer and then retire later than

expected.

When people say they want “safe,” they often mean one of two things. They may mean low volatility, which is
mostly about price swings. Or they may mean short-term reliability, which is about having spendable assets that

won't be forced to sell during drawdowns. Those are related, but they are not identical.

Growth is not optional, but it has a job title

Over long horizons, equities and other growth assets have historically been better positioned to preserve
purchasing power. The reason is straightforward: businesses can raise prices and grow cash flows over time, and
markets reflect that potential. If your retirement lasts 25 years instead of 20, the odds of needing that growth
increase. Even if you feel conservative, a retirement plan with no growth is often just a plan for predictable decline

in real value unless your income fully covers inflation-adjusted spending.

That said, growth is not a universal good. Growth that you need soon behaves like risk. If you plan to spend from
your portfolio in the first couple of years, a big equity allocation can turn your spending plan into a bet on market

timing. This doesn’t mean equities are wrong. It means you have to match assets to timing.

One practical way to think about it is to separate the portfolio into “buckets” based on when you expect to use the
money. You don't literally have to create separate accounts for each bucket, but the idea helps you design a

process that doesn't panic.

Safety is not just bonds and cash



When investors look for safety, they typically reach for cash, money market funds, Treasury bills, and high-quality
bonds. Those instruments can reduce the chance that you must sell volatile assets at the wrong moment. But
“safety” can also show up in other places, including how you manage taxes, how much income you already have

outside the portfolio, and how much flexibility your spending truly has.

For example, social security, a pension, or rental income can act like a stabilizer. If guaranteed income covers a
meaningful portion of baseline spending, your portfolio needs less immediate selling during downturns. In that

scenario, you can tolerate more volatility in the portion of assets that you do not have to liquidate right away.

Even within bonds, safety is nuanced. High-grade bonds can help dampen drawdowns, but they are still subject to
interest rate risk and credit risk. During some economic regimes, bond prices can fall alongside stocks, especially
when yields spike quickly. So safety is not a switch you flip. It's a spectrum and, in practice, it's also a matter of

duration, credit quality, and diversification.

A framework that actually feels workable

A balanced retirement portfolio is less about a single “correct” mix and more about how the mix behaves relative
to your spending timeline. Many investors do fine by choosing an allocation range, then adding a withdrawal

strategy that reduces forced selling.
Here's a practical framework I've used with clients and applied to my own thinking over the years:

1. Estimate spending needs by time window. Clarify what you will spend in the next one, three, and five years,
not just in the next 30. That includes discretionary spending and irregular items like insurance premiums,

travel, home repairs, or potential caregiving expenses.

2. Identify guaranteed or quasi-guaranteed income. Social security, pension payments, annuity income, and
income from part-time work are not just helpful, they change what “risk” means for your portfolio. If your

baseline spending is already covered, the portfolio’s main job shifts toward preserving optionality.

3. Match asset types to liquidity needs. Short-term spending often belongs in instruments that are designed
to hold value, even if they yield modest returns. Longer-term spending can be supported by growth assets,

but you still want a plan for the years when growth disappoints.

4. Choose a rebalancing and withdrawal method you can stick with. A portfolio can be well-designed and
still fail if the strategy breaks during stress. The goal is a process that remains sensible when you feel

emotional pressure.

5. Stress-test your plan in plain language. Not in spreadsheets alone. Ask, “If markets drop 30 to 40 percent
and stay weak for a few years, what happens to our withdrawals, taxes, and cash flow?” Your answers tell you

whether the plan is resilient or fragile.

That last step often reveals the real weakness: not the target allocation, but the withdrawal behavior.

Sequence risk: why timing matters more than average returns

In everyday life, people tend to think in averages. Markets return an average of X percent over Y years, so a plan
with a certain stock-bond mix should “work.” Retirement planning is different because early losses can reduce the

future size of the portfolio, and withdrawals amplify the effect.

Imagine a simplified scenario. Suppose you retire with a portfolio, plan to withdraw a fixed amount each year, and

then the market drops soon after you retire. Your withdrawals require selling assets when their prices are



depressed. Even if the market rebounds later, you have already converted some shares into spending at
unfavorable prices. In practice, the portfolio may recover, but it may recover to a smaller balance than you

expected, and the long-term path is changed.

This is why retirees often benefit from having some portion of assets that do not depend on near-term market
pricing. Short-term reserves can be held in relatively stable instruments, and the withdrawal plan can be structured

to “pay bills” from those reserves during market declines, preserving growth assets for later.

Taxes are part of safety, not an afterthought

Tax behavior can quietly dominate retirement outcomes. It can also make a good allocation feel bad if you ignore

how assets are drawn down.

A high-level principle: different account types have different tax characteristics, and the order you withdraw money

can influence both taxes you pay and how quickly your taxable assets become concentrated in less efficient forms.

For instance, withdrawals from traditional retirement accounts are often taxable as ordinary income. Withdrawals
from Roth accounts may be tax-free if qualified. Taxable brokerage sales can create capital gains, and the character
of those gains depends on holding period. The practical implication is that “safety” can include choosing which

account retirement to tap first during certain market conditions.

I'm careful here because tax rules are fact-specific and change over time. But as a general planning stance, many
households benefit from building a withdrawal strategy that can adapt to taxable income levels, realized gains, and
required minimum distributions. A plan that is tax-aware often gives you more “real return” than a plan that

chases allocations while ignoring account mechanics.

Inflation and healthcare: the hidden weight on conservative portfolios

It's common to see retirement allocations become more conservative as the target date approaches. That instinct
is understandable, retirement portfolio allocation but inflation can punish overly conservative portfolios in two

ways.

First, overly conservative portfolios often produce returns that are closer to the inflation rate. If inflation runs
hotter than expected for a few years, the purchasing power gap becomes hard to close without taking risk later,

and by then you may be forced to act under time pressure.

Second, healthcare spending behaves differently from many other categories. It can rise faster, and it often
becomes more variable as you age. Even if you can estimate averages, you can't fully predict the shape of your
spending. One year might be routine, and another year might include a major deductible and follow-up

treatments. The uncertainty is part of why safety matters, but it's also why “safe” should not mean “only cash.”

In my experience, the households that do best are the ones that treat healthcare as a core cash flow category, not
an occasional expense. They plan for a baseline and for contingencies. That can mean holding a larger liquidity
reserve, choosing insured arrangements carefully, and planning for how portfolio withdrawals interact with

Medicare and supplemental coverage.

A balanced approach that respects real constraints

There is no magic percentage like 60/40 that works for everyone. The “right” balance depends on household
circumstances, retirement age, other income sources, expenses, tax situation, and risk tolerance. But you can still

aim for a structure that behaves well across outcomes.


https://en.search.wordpress.com/?src=organic&q=retirement
https://www.fox5ny.com/news/study-states-most-people-working-past-retirement-age

A common, defensible approach is to maintain growth exposure for long-term needs while ensuring that near-
term spending is supported by assets that are less sensitive to market shocks. The specifics can vary:
® some households use a glide path that gradually reduces equity exposure as retirement approaches

® some households hold a steady allocation but implement a withdrawal plan that leans on reserves during

downturns

® some households use a formal bucket strategy for the first several years of spending

Instead of arguing over which model is “best,” it's more helpful to evaluate the plan’s failure modes. What happens
if markets drop right when you stop working? What happens if you need a major home repair? What happens if

inflation remains elevated longer than expected?

Two practical lists that prevent common mistakes

Retirement investing is full of decisions that feel reasonable at the time. The trouble is that a few predictable errors

can undo a careful allocation.

Here are two short lists I've found useful for stress-testing how a plan is likely to behave.

Common ways retirement plans break

® Overestimating how quickly markets recover, then withdrawing more aggressively after losses

* Holding too much in cash or very short-term instruments for too long, then struggling to keep up with

inflation
® |gnoring taxes and withdrawing in a way that unnecessarily accelerates tax bills
® Underestimating the timing and variability of healthcare or home-related expenses

® Relying on a single source of income without planning for job loss, disability, or policy changes

A quick “resilience check” you can do before committing

® (Can you name your next 12 months of spending sources without guessing

If the portfolio drops sharply in year one, do you know what you would cut, delay, or shift
* Do you have enough liquidity to avoid selling growth assets during drawdowns
* Have you thought about rebalancing rules that you can follow when you feel stressed

® Are you prepared for required minimum distributions, if applicable, and how they might change withdrawals

These are not theoretical. They show up in real households after the fact, when the plan has already been tested.

Designing the asset mix: how to think beyond slogans

If you're trying to choose between a more growth-heavy portfolio and a more safety-heavy one, consider three

levers.

Lever one: retirement duration. A shorter retirement can justify less growth, though inflation still matters. A

longer retirement tends to require more growth to protect purchasing power.

Lever two: how much guaranteed income you have. If your guaranteed income covers most expenses, the
portfolio can be more aggressive because you are not forced to liquidate at market lows. If your guaranteed

income is small, you need more liquidity and steadiness.



Lever three: flexibility in spending. Some households can adjust spending quickly. Others cannot. If you are

locked into high fixed costs, your plan needs more built-in stability.

There's also a behavioral lever people underestimate: your ability to stick with the plan. If a portfolio's volatility

would cause you to abandon it, “risk tolerance” is not just a preference, it's a constraint.

Rebalancing and withdrawal: the part most people under-plan

Rebalancing sounds simple, but the choices matter. Rebalancing can be done at set intervals, or when allocations

drift by a threshold. In retirement, rebalancing intersects with taxes and liquidity needs.

Some retirees like to rebalance by selling assets that have done well and buying those that have lagged, which can
improve risk management. But selling winners can trigger taxable events in brokerage accounts, and forced selling

during downturns can be harmful if you mis-time withdrawals.

A more practical approach is to coordinate rebalancing with withdrawals and cash reserves. During downturns, you
may spend from reserves rather than selling stocks. Over time, as markets recover and allocations drift, you can

rebalance in ways that reduce tax impact and avoid unnecessary churn.

The main goal is to avoid two extremes: doing nothing for years and then panicking, or changing the strategy

frequently and paying the behavioral cost of indecision.

The edge cases that deserve respect
Retirement plans can be derailed by uncommon events that are still plausible.

One is a sudden need for large cash, such as a home purchase, a relocation, or a family support obligation. If your
plan depends on selling volatile assets to meet those needs, you're implicitly taking a timing risk you might not be

aware of.

Another is a change in your health that affects your ability to work. If you plan to work longer to reduce portfolio
drawdowns but your health changes, the retirement timeline shifts. That can turn a well-thought glide path into

the wrong schedule.

A third is market regime changes. Bonds may not behave the way you expect if interest rates rise quickly.

Diversification helps, but it does not guarantee stability.

The most robust plans account for these uncertainties by maintaining some liquidity, keeping a flexible spending

plan, and building a decision process that can adapt.

What | would do if starting from scratch

If you are building a retirement investing plan now, and you want growth with safety without overcomplicating it, |

would start with an order of operations.

First, clarify your required spending and what portions are covered by reliable income. Then decide how much of
the next few years of net spending needs to come from stable sources. After that, invest the remaining long-term
portion with growth in mind, while keeping enough reserves that you can ride out downturns without forced

selling.

Then, design a withdrawal approach you can follow when markets fall. That is where most plans earn or lose their

real-life effectiveness. A portfolio that looks right but is paired with a fragile withdrawal strategy may still fail. A



portfolio that looks a bit more conservative can succeed if the withdrawal strategy protects it during bad

sequences.

Finally, revisit the plan periodically. Retirement isn't a set-and-forget product. A job change, a new healthcare

policy, a marriage or divorce, a move, or an inheritance can all shift the balance between growth and safety.

Balancing growth and safety is really balancing decisions

The phrase "balancing growth and safety” sounds like it's about choosing investments. In practice, it's about
choosing decisions. How much you sell, when you sell, where withdrawals come from, and how you respond

during stress can matter as much as the mix of stocks and bonds.

If you take one thing from the process, let it be this: your retirement portfolio is not tested only by how it
performs on average, it's tested by how it behaves under the worst weeks and worst years you can reasonably
imagine. Build for that reality, and the balance between growth and safety stops being a slogan and becomes a

plan you can actually live with.



