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When to Retire:
A Quick and Easy
Planning Guide

How many times have you wondered, “When will I be able to retire?” Maybe you’re early in
your career and you haven’t thought about retirement much, or maybe retirement is right
around the corner and you’re simply waiting for the right time to take the next step. No
matter your age or where you are in your career, the time to think about your retirement is
now.
How much money do you need to retire? $500,000? $1,000,000? Can you retire at
55? Or will you need to work until you’re 75? How much cash flow will you need from
your portfolio once you retire? These are all important considerations as you plan for
retirement.
To determine when you’re prepared to retire, we believe it’s helpful to start by asking
the question: What will my retirement look like? Specifically, think about your goals
and objectives in retirement. Then you can ask: What will my retirement cost, and how
will I pay for it? For example, if you want to maintain your current standard of living in
retirement, you may need a larger nest egg. Or, if you plan to spend less in retirement and
your investment time horizon is shorter, you may have less need to save and might be
ready to retire sooner. It is essential to consider your projected income and expenses.
Next, ask: How should I invest for retirement? Based on your goals and situation, you
can determine an appropriate asset allocation, portfolio benchmark and level of cash
flow your portfolio might be able to support. Once you answer these initial questions,
you should be better prepared to answer the question: When can I retire? This guide
is designed to help you answer these questions and develop a basic plan to help you
achieve your retirement goals.

1. WHAT WILL MY RETIREMENT LOOK LIKE?

Goals and Objectives

The first step to determine when you can retire is identifying your goals. From a financial perspective, we’ve
found many investors preparing for retirement aim to achieve one (or more) of the following goals:
Avoid running out of money: For many, their number one retirement fear is running out of money and their
number one goal is to avoid that painful situation. Being forced to ask your children for help or needing to
go back to work are not desirable options for most retirees. Many people think the key to not running out of
money is low-volatility investments, such as Canada Government bonds. But such investments may not be
consistent with your long-term investing goals.
Maintain or improve your lifestyle: Most people have worked hard for their retirement and want to enjoy
it. As such, a common goal for many of our clients is to maintain—or even improve—their lifestyle during
retirement. This involves growing retirement income at or above the rate of inflation to maintain purchasing
power over time.
Increase your wealth: Some people are able to enjoy the retirement lifestyle of their choice with no fear
of running out of money. These fortunate individuals may seek to grow their wealth over the longer term,
typically for legacy—whether for children, grandchildren or charity. Unsurprisingly, many people with this
goal take a growth-oriented approach to investing.
Spend every cent: This isn’t a typical goal among our clients, but there are some people who think success
is spending all of their money before they die. This can be a risky proposition: There’s no way to know
exactly how long your retirement will last, and people who attempt this may find themselves out of money
sooner than they think.

Sample Goals and Objectives
Goals

Objectives

Maintain Purchasing Power

Grow the portfolio at least as much as inflation.

Increase Wealth

Grow the portfolio beyond inflation without a specific target.

Provide for Retirement
Leave Legacy for Heirs

Distribute $7,000 monthly, adjusted for inflation, for as long as my partner and I
live.
Grow the portfolio to $5,000,000 by the time I pass.

Determining the goals most important to you is a great first step. You can’t figure out a
target retirement date if you don’t know what you want to do once you get there.
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Time Horizon

Next, you’ll need to think about your time horizon—that is, how long you need your money to work for you. Your
time horizon is a major determinant of your total retirement cost, and it’s often overlooked or underestimated.
Most folks will live longer than they think they will.
The following chart shows total life expectancies for Canadians, based on current age. We believe these
projections likely underestimate how long people actually will live, given ongoing medical advancements.
These are also projections of average life expectancy—planning for the average may not be sufficient, since
many people in each bracket will live even longer. Factors such as current health and heredity also can cause
individual life expectancies to vary widely.

Exhibit 1:Life
Average
Life Expectancy
Average
Expectancy*
Current
Life
Age
Expectancy
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Source: Statistics Canada, as of 25/01/2021. Life expectancy, all provinces except Prince Edward Island, 2017 - 2019.
https://www150.statcan.gc.ca/n1/en/type/data?MM=1.

Your time horizon may be much longer than you realize. Prepare to live longer than
you expect and make sure you have enough money to maintain your desired lifestyle.
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2. WHAT WILL MY RETIREMENT COST, AND HOW WILL I PAY FOR IT?

Retirement Income and Expenses

Once you understand your goals and time horizon, you can estimate your expected retirement income and
expenses.
Non-investment Income
Salary: Will you work at all in retirement? If so, you’ll need to estimate how much salary you can expect.
For purposes of estimating your income here, don’t count money you make from a business investment or
partnership; just consider direct financial compensation from your employer to you.
Corporate Pension: If your employer offers a pension, you should determine how much you can expect
to receive on a regular basis. Will it increase or decrease over time? Note, RRSPs (Registered Retirement
Savings Plan) and RRIFs (Registered Retirement Income Fund) are not pension plans. Rather, they are
accounts that hold securities you’ve invested in over the years and can draw from in retirement.
Canada Pension Plan (CPP) or Quebec Pension Plan (QPP): If you’ve started collecting from CPP/QPP, you
likely are familiar with how much to expect. If you haven’t started collecting yet, you’ll want to determine
the age you want to start receiving benefits and how much you should expect monthly. The Government of
Canada’s website has a free calculator you can use to estimate your future payments.*
Business and Real Estate: If you maintain an interest in a business or investment property, this could
produce non-investment income. When calculating how much to expect, remember these sources of
income might be more susceptible to market conditions than a guaranteed pension.
Non-discretionary Spending
This is the spending you don’t have a lot of control over. There may be some wiggle room, but for the most part
you can’t avoid these costs.
Living Expenses: Day-to-day, how much does it cost to maintain your lifestyle? You’ll want to consider
everything from groceries to gas to the heating bill. If you aren’t planning on relocating in retirement, you
likely already have a good sense of these expenses.
Debt: This can be credit card debt, your mortgage or car loans. Anything you owe needs to be accounted
for when mapping out your expenses, because you’ll have to continue to pay down the principal and make
periodic interest payments.
Taxes: Though the types of taxes you pay and the overall amount may change when you retire, the
government certainly still wants its cut. You’ll want to set aside money to settle your annual tax bill.
Insurance: You’ll also need to account for insurance payments for things like long-term care and any
emergencies that might require sizable payments on short notice.
*Source: Government of Canada, as of 04/01/2021. https://srv111.services.gc.ca/GeneralInformation/Index.
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Discretionary Spending
Once you’ve identified your basic living expenses, you need to account for discretionary spending.
Discretionary spending is subject to your personal situation. You may think of cable TV as a luxury, but golf as
an essential, non- discretionary expense. These are just examples, but the takeaway is, if you have a hobby or
other expense you can’t imagine living without, you’ll need to include it in your non-discretionary expenses.
Below are some of the more common discretionary items in retirees’ budgets:
Travel: Many people look forward to traveling in retirement. This could include visiting the grandkids or more
elaborate trips overseas. If you’ve been thinking about all the places you might want to visit when you’re
retired, you’ll need to budget for it today.
Hobbies: Retirement is a great time to rekindle old hobbies or pick up new ones. Ready to finally get your
fly casting down or finish researching your family history? Hobbies almost always incur some costs, even if
many are small.
Luxuries: This is somewhat subject to your own budget and definition of luxury. But whether you enjoy fine
wines or simply having coffee out every morning, you’ll need to factor non-essential purchases into your
expenses.
Children and Grandchildren: For many, this last category includes aspects of all the others. Spending time
with your family could involve travel, require luxury purchases and be your favorite hobby. If you need a
generous budget to make children and grandchildren a focus in your retirement, you’ll need to think about
how much cash flow you’ll need to support it.
Inflation
Another factor many forget to include when estimating future income and expenses is inflation. Inflation is
insidious. It decreases purchasing power over time and erodes real savings and investment returns. Many
fail to realize how much impact inflation can have. Since 1914, inflation has averaged about 3% a year.* If that
average inflation rate continues in the future, a person who currently requires $50,000 to cover annual living
expenses would need approximately $90,000 in 20 years and about $120,000 in 30 years just to maintain the
same purchasing power.

*Source: Statistics Canada, as of 21/09/2020. Average annual consumer price index (CPI) growth rate of 3.12%, 1914 2019.
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Determining What You Need From Your Portfolio

Now that you’ve determined what your expenses are likely to be and how much non-investment income to
expect, the worksheet below can help you put it all together. You also can recreate the following worksheet in a
spreadsheet program like Microsoft Excel® or find free templates on the internet. This is just a starting point—
feel free to make it as detailed as necessary.
INCOME

% of Total

Non-investment Income
Salary
Corporate Pension
Canada Pension Plan (CPP)
Business and Real Estate
Other
TOTAL INCOME:

$
$
$
$
$

%
%
%
%
%

$

%

EXPENSES

% of Total

Non-discretionary Spending
Basic Living
Mortgage
Credit Card Debt

$
$
$

%
%
%

Taxes

$

%

Insurance

$

%

Non-discretionary Subtotal $

%

Discretionary Spending
Travel
Hobbies
Luxuries
Gifts to Family/Charity
Other

$
$
$
$
$

%
%
%
%
%

Discretionary Subtotal $

%

TOTAL EXPENSES: (add both Subtotals)

$

NET INCOME:

$

(subtract Total Expenses from Total Income)

%
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3. HOW SHOULD I INVEST FOR RETIREMENT?
Once you’ve defined your goals, time horizon and estimated expenses and income, the next step is to
determine how you will invest to make this possible. The answer will be different for everyone, since it depends
on your personal goals and situation.
Some people think investors who are the same age or have similar portfolio sizes should have similar asset
allocations (the mix of stocks, bonds, cash and other securities in their portfolios). However, in our experience,
this isn’t the case. Consider Noah and Rebecca, two hypothetical investors of the same age. Noah has a
$1 million portfolio and lives alone in a paid-off home. Rebecca also has a $1 million portfolio, a younger
husband, a monthly mortgage and two kids in school. Though they are the same age, and even have the
same size portfolio, Rebecca and Noah have different needs and their portfolios might need to be managed
differently. Using commonly accepted rules of thumb—like “Take 100, subtract your age and that should be the
percentage of your portfolio allocated to stocks”—Noah and Rebecca would have the same asset allocation.
However, if you consider their individual goals and situations, their portfolios may need to be very different.
There are several key factors in building a portfolio that increases your likelihood of achieving your retirement
goals.

Asset Allocation

We believe asset allocation is the single greatest determinant of portfolio returns and the likelihood of being
able to afford the retirement you want. At its core, asset allocation is what you decide to invest in. For most
investors, this means stocks or bonds or, in rare cases, cash.
When many people hear their asset allocation could determine if they run out of money or live comfortably in
retirement, they instinctively want to “play it safe.” However, most people actually get it backwards.
There is a common misconception that bonds are safer than stocks. This notion originates in stocks’ higher
short-term volatility. So, retirees looking to avoid volatility and “play it safe” sometimes opt for bonds. But
this may end up neglecting their need to grow their portfolio and generate an appropriate return on their
investment. Exhibits 2 and 3 on the following page illustrate how including more bonds in your portfolio
provides less volatility (measured by standard deviation) than stocks over a short, five-year period but also
lower returns on average.
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Exhibit 2: 5-Year Rolling Periods
12%
10%

Average Annualised Rate of Return
9.1%

Standard Deviation*
8.3%

8%

7.8%
7.0%

6.5%

5.6%

6%

5.0%

4.9%

4%
2%
0%
100% Equity

70% Equity

50% Equity

100% Fixed

30% Fixed

50% Fixed

Income

Income

Income

Stocks actually have had historically lower volatility (standard deviation) on average than bonds over longer time
periods. In our view, this means if you have a longer time horizon and require long-term growth to meet your
goals, you may need to invest a larger percentage of your portfolio in stocks than you previously considered. This
can be especially true when you factor in withdrawals over the course of your retirement.

Exhibit 3: 30-Year Rolling Periods
12%
10%

Average Annualised Rate of Return

10.1%

Standard Deviation*
8.5%
7.5%

8%
6%

4.8%

4%
2%
0%

3.0%
1.9%

100% Equity

2.0%

2.2%

70% Equity

50% Equity

100% Fixed

30% Fixed

50% Fixed

Income

Income

Income

*Standard Deviation represents the degree of fluctuations in the historical average returns. The risk measure is applied
to 5- and 30-year annualised returns in the above charts.
Source: Global Financial Data, as of 07/01/2021. 5- and 30-year rolling returns from 31/12/1925 - 31/12/2020. Equity
return based on Global Financial Data’s World Return Index and is converted to CAD. The World Return Index is based
upon GFD calculations of total returns before 1970. These are estimates by GFD to calculate the values of the World
Index before 1970 and are not official values. GFD used specified weightings to calculate total returns for the World
Index through 1969 and official daily data from 1970 forward. Fixed Income return based on Global Financial Data’s
Global Total Return Government Bond Index and is converted to CAD. The value of investments and the income from
them will fluctuate with world financial markets and international currency exchange rates.
Fisher Asset Management, LLC does business under this name in Ontario and Newfoundland & Labrador. In all other
provinces, Fisher Asset Management, LLC does business as Fisher Investments Canada and as Fisher Investments.
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If you’re withdrawing $50,000 annually from a $1,000,000 portfolio, you’re more likely to deplete it if your rate of return is
too low. You’d need a 5% total rate of return every year just to keep your balance the same—and that’s before you factor in
inflation. If you’re worried about having “safe” investments, consider the danger that lies in running out of money because
of a low rate of return over the lifetime of your investments.

Benchmark Selection
A benchmark is like a road map you use to reach your goals and objectives. It provides a framework to construct a
portfolio, manage risk and monitor performance. Many investors focus on absolute performance—if they were up or
down. Many others focus on how they are doing relative to their benchmark—if they beat it or lagged it. But a much
bigger contributor to long-term success is simply using the right benchmark.
An appropriate benchmark is necessary to measure relative risk and return and should be consistent with your time
horizon and your desired long-term rate of return. A properly benchmarked portfolio provides a realistic guide for
dealing with various market conditions. A strategic portfolio should be structured to maximize the likelihood of
achieving your goals.
In the very long term, we believe all well-constructed broad equity indexes should yield comparable performance. Along
the way, different factors affecting benchmark volatility will send each on a different path. One might outperform the
others sooner (hypothetical Index 2 in Exhibit 4), and one might underperform its counterparts later (hypothetical Index
3), but in the long run, they should converge to yield roughly similar returns.

Index Level

Exhibit 4: Hypothetical Benchmark and Investment Time Horizon

Index 1
Index 2
Index 3
Index 4

Time
For illustration purposes only. Not intended to represent any actual indexes or historical periods.
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Income vs. Cash Flow
Like many investors, you may plan to draw from your portfolio
during retirement to help pay for expenses. It may seem like
splitting hairs, but there is a key distinction between income
and cash flow. Income is money received and cash flow is simply
money coming into and out of your portfolio. As such, income is
a subset of cash flow. For example, dividends and bond coupon
payments are considered income, and you report them as
such on your tax returns. These are two completely acceptable
sources of funds. But if you rely solely on them, you might not
have enough cash flow for expenses beyond those covered
by your non-investment income. On the other hand, selling a
security also generates cash flow. When you sell a security, the
difference between what you paid for it and what you sold it for
is considered a capital gain (or loss).

Cash Flow

Income
Dividends

Other
Selling Stocks

Bond Coupons

Note, cash flow withdrawn from your portfolio isn’t a bad thing—and can be a very important component of your
overall retirement strategy.
Consider: If you have a portfolio of $1,000,000 growing at 10% a year, and you realize $100,000 in annual gains, this really
isn’t any different than a portfolio growing at 5% a year that pays $50,000 in dividends. The total return (i.e., capital gains
+ dividends) is the same on a pre-tax basis—and, depending on your situation, selling a security and paying tax on the
capital gains may be more tax-efficient than dividend income!
When it comes to paying for your retirement, you should really only be concerned about
the total return of your portfolio and after-tax cash flow—not whether it comes from selling
stock or regular income.

Cash Flow Analysis
It is critical to understand how withdrawals will impact your portfolio in retirement. Many investors have unrealistic
expectations of how much money they’ll be able to safely withdraw each year during retirement.
The two following hypothetical scenarios show the impact of different rates of withdrawal on $1,000,000 portfolios
under different asset allocations. These scenarios analyzed 30-year rolling periods based on market returns starting in
1925. All withdrawal amounts are adjusted for inflation to maintain original purchasing power. In these examples, Bob
and Jan are approaching retirement age and have the same investment time horizon—30 years. Bob plans to withdraw
10%, or $100,000 per year in retirement while Jan only needs to take 3%, or $30,000 per year.
No assurance can be given that these returns will be achieved. This analysis is for illustrative purposes
and should not be treated as a personal recommendation. Investing in equity markets involves risk of
loss. Past performance is not a guarantee nor a reliable indicator of future returns.

Fisher Asset Management, LLC does business under this name in Ontario and Newfoundland & Labrador. In all other
provinces, Fisher Asset Management, LLC does business as Fisher Investments Canada and as Fisher Investments.
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When withdrawing 10% annually, the probability of Bob’s portfolio lasting for 30 years—let alone growing—
is very low. Unfortunately, this is true for all three asset allocations as seen in Exhibit 5 (100% stocks, 70%
stocks/30% bonds and 50% stocks/50% bonds). Though the portfolio comprising 100% stocks produces
the highest probability of asset survival, a 22% chance of not running out of money in retirement is hardly
comforting. If Bob—or his partner—has a longer time horizon, Bob may need to consider delaying retirement,
reducing his projected spending or both.

Exhibit
5: Bob’s Portfolio Simulation - 10% Withdrawals*
Scenario #1 - 10% withdrawals
% Probability Assets
Survived 30 Years

% Probability
> Starting Value
Ending Value

Median Ending Value

Portfolio Survival Years
16.7

15.6

7.0

6.0
21.5%
100%

16.9%

13.8%

10.8%

70% / 30% 50% / 50%

Scenario #2 - 7% withdrawals

100%

10.8%

3.1%

70% / 30% 50% / 50%

$0
100%

$0

14.8
8.0

$0

70% / 30% 50% / 50%

Avg Min Avg

Min Avg

Min

Conversely, Jan’s portfolio shows materially better probabilities of asset survival and growth. In all three asset
allocation scenarios, median ending value is higher than the starting value, with 100% stocks showing the best
median portfolio growth. Based on these projections, Jan should be able to retire comfortably with her current
strategy.

Exhibit 6: Jan’s Portfolio Simulation - 3% Withdrawals*
Scenario #4 - 3% withdrawals
% Probability Assets
Survived 30 Years

98.5%

99.9%

99.9%

% Probability
> Starting Value
Ending Value
95.4%

98.5%

98.5%

Median Ending Value

Portfolio Survival Years
30.0 30.0 30.0 30.0

29.9

$10,809,432
$8,651,191

25.0

$6,025,605

100%

70% / 30% 50% / 50%

100%

70% / 30% 50% / 50%

100%

70% / 30% 50% / 50%

Avg Min Avg

Min Avg

Min

*The analysis uses stock returns based on Global Financial Data’s Developed World Return Index and bond returns
based on Global Financial Data’s Canada 10-year Government Bond Total Return Index. This analysis calculates
hypothetical portfolios over 30-year annual rolling periods factoring cash flows and historical market returns. Cash
flows are adjusted by 3% annually to account for inflation. Source: Global Financial Data, as of 05/11/2020. Annual Total
Returns from 31/12/1925 to 31/12/2019.
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4. WHEN CAN I RETIRE?
You’ll be ready to dig into this question once you’ve answered some of the questions posed previously:
•
•
•
•

What are your goals?
How long will you need your money to work for you?
What are your expected expenses and income in retirement?
What asset allocation and benchmark are best, given your situation?

At this point, you can estimate the level of cash flow you can sustainably withdraw from your portfolio in
retirement. Once your portfolio is able to provide a sufficient level of cash flow to meet your needs over your
anticipated time horizon, you can realistically consider retiring.
Achieving financial retirement readiness may require trade-offs, such as accepting more short-term volatility
in your portfolio to achieve higher long-term average returns. Importantly, in order to meet your investing
goals, you’ll need to be clear about what you can afford. It’s not advisable to risk depleting your portfolio for
non-essential spending. This isn’t to say helping family with university expenses or going on vacation is off the
table; rather, you need to realistically budget in the context of your overall goals, cash-flow needs and return
expectations.
It’s also helpful to be clear with yourself and others about how much you can spend. Remember, by regularly
withdrawing a higher percentage of your overall portfolio each year, you may be greatly increasing your risk of
depleting your assets over time.
Retirement planning is a process. But, if you start today, you can begin asking questions that will help you gain
clarity about your future. By using this framework, you can determine your goals, estimate your retirement
expenses and income, and consider how you will invest to achieve your long-term goals. Finally, Fisher
Investments Canada may be able to help you achieve your financial goals in retirement by helping you stay
disciplined and providing resources and services along the way. Remember, there is no universal right answer
for the ideal retirement age or portfolio size—there is only the answer that’s right for you.

Still have questions? Not sure what’s best for you? Need
help getting started?
Fisher Investments Canada has helped thousands of investors—each with
unique goals and objectives—plan for retirement. If you want an experienced
financial professional to review your portfolio and financial goals, we urge
you to call us at 888-291-0675 for a complimentary evaluation.*
*For qualified investors with $500,000 or more in investable assets.
Fisher Asset Management, LLC does business under this name in Ontario and Newfoundland & Labrador. In all other 11
provinces, Fisher Asset Management, LLC does business as Fisher Investments Canada and as Fisher Investments.

From the moment you become a client, we put you first.
We are dedicated to helping investors like you reach their long-term financial goals and live
comfortably in retirement. As a fiduciary, we are obligated to put our clients’ interests first, but our
values, structure and focus on you go even further:
Fees Aligned With Your Interests
Our fee structure is transparent and helps tie our incentives directly to your success. We charge a
simple fee based on the assets we manage for you. We do not make money on trading commissions
or by selling investment products for a commission—common conﬂicts of interest in the rest of the
financial services industry.
A Tailored Approach
We create a personalised portfolio tailored to your unique situation: your financial goals, wants, needs,
health, family and lifestyle. And on an ongoing basis, we work with you to understand changes in your
life or financial situation that may impact your investment plan.
Unparalleled Service
Your dedicated Investment Counsellor is here to serve you, not sell to you. Your Investment Counsellor
is well versed in your financial goals and helps you stay on track with your investment plan. She or
he calls you to make sure you understand what we’re doing in your portfolio and why. Our financial
planning, educational resources and live client events also help you understand challenging and
oftentimes-unpredictable markets.
Investment Experience
We have been working to make the financial services industry a better place for investors since 1979.
Today, we apply that experience in helping more than 80,000 clients around the world reach their longterm goals.* Led by our founder Ken Fisher, our Investment Policy Committee—the primary decisionmakers for your portfolio—has 140+ combined years of industry experience. Moreover, the Financial
Times named us a Top Registered Investment Adviser seven years in a row.**

2014 - 2020
*As of 31/12/2020. Includes Fisher Investments and subsidiaries.
**Fisher Investments named Financial Times Top 300 US-Based Financial Adviser (RIAs) from 2014 to 2020. The
Financial Times (FT) invites Registered Investment Advisers that meet certain criteria to apply to be considered for the
Top 300 Financial Adviser List. Applicants are graded on six broad factors: assets under management (AUM), asset
growth, years in operation, industry certiﬁcations of key employees, online accessibility and compliance record. Neither
Fisher Investments nor its aﬃliates pay to be considered and selected for this award.
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Simply put, we do better when you do better.
Fisher Investments

Some Money Managers

Tailors your portfolio to your goals and needs

Provide cookie-cutter portfolios

Calls regularly to keep you informed

Only call when they have something to sell

Charges one simple, straightforward fee

Sell high-commission investment products

Fisher Asset Management, LLC does business under this name in Ontario and Newfoundland & Labrador. In all other 13
provinces, Fisher Asset Management, LLC does business as Fisher Investments Canada and as Fisher Investments.
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