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Retirement Distribution Pitfalls:
Variability in Withdrawals
Advisor Comments
Flexibility is the key takeaway.
2014 was a reminder that all
years do not look like 2013 and
having some room in your
annual spending is a smart
planning idea.

Accumulation is a key facet of reaching your
retirement goals. However, we tend to see far less
about portfolio drawdown, or decumulation—the
logistics of managing a portfolio from which you're
simultaneously extracting living expenses during
retirement. This can be even more complicated than
accumulating assets.
Pitfall: One of the big mistakes of retirement
distribution can be not allowing for some variability in
your withdrawals, based on need. Many retirees use
the 4% rule, which holds that you withdraw a specific
dollar amount in year 1 of retirement, then adjust that
dollar amount upward each year to account for
inflation. Even though this rule can provide a good
starting point, it's unrealistic to expect that you'll stick
with a fixed withdrawal amount every year. You may
have years when you need to spend more, such as for a
new car, new roof, child's wedding, or a special
vacation, and years when you can get by with less.
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Workaround: Be sure to pad anticipated expenses a bit
to account for extras and unanticipated expenditures.
Some retirees, for example, forecast when they would
need to replace cars, take big trips, and repair roofs.
Those padded expenses should be used when
determining whether a withdrawal rate is sustainable.
Alternatively, retirees could manage their distributions
with the expectations that they will in fact not be static
from year to year—for example, paying for
unanticipated expenses on an as-needed basis with the
expectation that they'll have to tighten their belt in
subsequent years.
This is for informational purposes only and should not
be considered tax or financial planning advice. Please
consult a tax and/or financial professional for advice
specific to your individual circumstances. This article
contributed by Christine Benz, Director of Personal
Finance with Morningstar.
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Do You Have a Plan for Your Digital
'Estate'?
Advisor Comments
As social media becomes a
larger component in everyday
life, this article offers an
interesting look at how
technology may be changing
what we need to plan for.

Even people who think they've ticked off all of the
usual boxes on their estate-planning to-do lists may
have overlooked an increasingly important component
of the process: ensuring the proper management and
orderly transfer of their digital assets. Just as
traditional estate-planning relates to the management
and transfer of financial accounts and hard assets,
digital estate-planning encompasses digital
possessions, including data stored on tangible digital
devices (computers and smartphones), data stored in
the cloud, and online user accounts.
Digital estate planning is, in many respects, more
complicated than traditional estate planning. The field
of digital estate planning is evolving rapidly, as are
digital providers' policies on what should happen to
digital assets that are left behind. Digital assets are also
governed by a complex web of rapidly evolving laws,
both at the state and federal levels. Precisely because of
all the potential complications, it’s important to take a
few minutes and get a plan in order. Here are several
key steps to take.
1) Conduct a Digital ‘Fire Drill.’ A good first step in
the digital estate-planning process is to conduct a
digital fire drill, which tends to jog your memory
about what digital assets you deem important.
Consider the following questions. What valuable items
would you lose if your computer was lost or stolen
today? If you were in an accident, would your loved
ones be able to gain access to your valuable or
significant digital information while you were
incapacitated? If you were to die today, to what
valuable or significant digital property would you like
your loved ones to have access?
2) Take an Inventory of Your Assets. The next mustdo is to create an inventory of the digital assets you
named during the fire drill. Document the
item/account name as well as user names and
passwords associated with that item. Among the items
to document in your digital inventory are: digital
devices such as computers and smartphones, datastorage devices or media, electronically stored data,
including online financial records, whether stored in
the cloud or on your device, user accounts, domain
names, and intellectual property in electronic format.
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This document would be chock-full of sensitive
information, so keeping it safe is crucial. A printed
document should be stored in a safe or safe deposit
box, and an electronic document should, of course, be
password protected.
3) Back It Up. We've all been schooled on the
importance of regularly backing up digital assets, and
estate-planning considerations make it doubly
important to do so. Even if a specific device
malfunctions, storing digital assets on another storage
device or in the cloud helps ensure the longevity of
those assets. Moreover, online account service
providers may voluntarily disclose the contents of
electronic communications, but they're not compelled
to do so. If you want to help ensure that your loved
ones have access to the information in your online
accounts, backing it up on your own device is a best
practice.
4) Put Your Plan in Writing. Experts also recommend
formalizing your digital estate plan. That means
naming a digital executor—someone who can ensure
that your digital assets are managed or disposed of in
accordance with your wishes after you're gone. If your
primary executor is savvy with technology, there's
probably no need to name a separate digital executor.
But if not, or if you have particularly valuable or
special digital property, such as intellectual property,
experts advise a separate fiduciary/executor for digital
assets. Depending on the type of property, the
fiduciary may also need special powers and
authorizations to deal with specific assets.
This is for information purposes only and should not
be construed as legal, tax, or financial planning advice.
Please consult a legal, tax, and/or financial professional
for advice regarding your personal estate planning
situation.
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Unemployment by Education Level
There is a clear connection between educational
attainment and unemployment rate. As expected, the
people with the highest rate of unemployment are the
people without even a high school degree. The
unemployment rate for this group is almost triple that
of college graduates. In general, the more education
you have, the better off you are.
The percentage of the population that has a college
degree has been relatively stable in the 30% range.
And there is a large part of the population that could
probably use yet more college education. Putting these
two together, the conclusion is evident: It pays to go to
college, and it would also be good if the percentage of
the population who are college graduates could
increase.
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