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Understanding sequence of returns

Though not a factor for long-term savers, sequence of returns can have a significant
impact on your portfolio as you withdraw funds.

As you save for your financial goals, the up-and-down rhythm of the markets is understood to be a
natural part of investing. Once you enter the distribution phase, however, the sequence of market
returns can have a dramatic effect on your balance. Having multiple income streams could be a
useful strategy for preserving your assets.
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UNDERSTANDING SEQUENCE OF RETURNS

YEAR-BY-YEAR PERFORMANCE

PORTFOLIO 1 PORTFOLIO 2
gl " | wivdrow | St | sty
1 -8.40% $30,000 $427,982 $457,982 1.32% $30,000 $476,602 $506,602
2 3.89% $30,900 $413,749 $475,817 10.08% $30,900 $493,738 $557,661
3 14.22% $31,827 $440,774 $543,498 7.62% $31,827 $499,530 $600,151
4 18.96% $32,782 $491,555 $646,535 30.47% $32,782 $618,934 $782,992
5 -14.67% $33,765 $385,690 $551,704 -3.10% $33,765 $565,956 $758,686
6 -26.31% $34,778 $249,441 $406,557 31.69% $34,778 $710,508 $999,085
7 37.14% $35,822 $306,265 $557,556 16.61% $35,822 $792,690 $1,165,017
8 23.81% $36,896 $342,288 $690,306 5.18% $36,896 $796,849 $1,225,357
9 -7.19% $38,003 $279,685 $640,696 18.62% $38,003 $907,189 $1,453,472
10 6.52% $39,143 $258,782 $682,478 31.64% $39,143 $1,155,112 $1,913,401
11 18.45% $40,317 $266,205 $808,383 6.22% $40,317 $1,186,637 $2,032,406
12 32.45% $41,527 $311,050 $1,070,670 22.46% $41,527 $1,411,612 $2,488,854
13 -4.88% $42,773 $253,097 $1,018,418 21.50% $42,773 $1,672,378 $3,024,033
14 21.50% $44,056 $263,465 $1,237,409 -4.88% $44,056 $1,546,706 $2,876,452
15 22.46% $45,378 $277,258 $1,515,313 32.45% $45,378 $2,003,172 $3,809,744
16 6.22% $46,739 $247,763 $1,609,559 18.45% $46,739 $2,325,979 $4,512,568
17 31.64% $48,141 $278,022 $2,118,879 6.52% $48,141 $2,429,526 $4,806,855
18 18.62% $49,585 $280,194 $2,513,334 -1.19% $49,585 $2,205,337 $4,461,399
19 5.18% $51,073 $243,633 $2,643,507 23.81% $51,073 $2,679,338 $5,523,624
20 16.61% $52,605 $231,492 $3,082,550 37.14% $52,605 $3,621,864 $7,575,150
21 31.69% $54,183 $250,659 $4,059,294 -26.31% $54,183 $2,614,812 $5,582,219
22 -3.10% $55,809 $187,069 $3,933,284 -14.67% $55,809 $2,175,473 $4,763,441
23 30.47% $57,483 $186,578 $5,131,591 18.96% $57,483 $2,530,416 $5,666,495
24 7.62% $59,208 $141,587 $5,522,583 14.22% $59,208 $2,831,139 $6,472,507
25 10.08% $60,984 $94,873 $6,079,189 3.89% $60,984 $2,880,406 $6,724,562
26 1.32% $62,813 $33,312 $6,159,462 -8.40% $62,813 $2,575,538 $6,159,462
SEQUENCE MATTERS

Over different periods of time or with different withdrawal rates,  in the market or during a highly unfavorable time. While there
the sequence of returns has a variable effect - there may be a  is no way to control the sequence of returns, we can turn our
dramatic difference, or very little. As the illustration makes clear,  focus to strategies that mitigate risk.

despite having identical average annual returns, results in these
periods are not symmetric.

Having multiple income streams, or the ability to adjust your
withdrawal rate during market declines, can help safeguard
Clients in any phase are vulnerable to the market’s random  against sequence of returns risk by keeping your investments
gyrations, but investors in the distribution phase are even more  intact so you don’t miss out when the market rebounds.
sensitive to unfortunate timing. You may retire at a favorable time
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This is a hypothetical example for illustration purposes only. Actual investor results will vary.

Investing involves risk and investors may incur a profit or a loss. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered
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