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Reliable Retirement Income
your portfolio in a manner that strives to reduce the
effects of market fluctuation.

You have your own unique vision of what retirement will look
like—perhaps a time of relaxation and enjoying new hobbies,
or pursuing specific goals, such as travel. Therefore, it is
important to have sufficient assets in place, and a plan
designed for your goals that seeks to generate reliable
retirement income that can help sustain your vision for
many years to come.

Inflation: The rising costs of goods and services can
erode purchasing power. You may want to consider
investing for potential growth in your portfolio in order
to help keep up.
Unforeseen events: You should have funds set aside
to potentially cover unexpected expenses, such as
helping out a loved one, medical costs or long-term care.

What are some issues to prepare for in developing
a retirement income plan?
Retirement today, on average, lasts longer than at any time
in history. At the same time, the cost of living continues to rise,
particularly for expense categories that become increasingly
important at an older age, like health care. These factors mean
generating reliable income in retirement can be considerably
more complex.
As you enter your retirement years, your plan needs to seek
to address critical issues that may affect your income needs:
Longevity: With life expectancies on the rise, retirement
can last 20 to 30 years or more. You need a plan for
income that you will not outlive.
Market Volatility: A downturn in the market can deplete
your assets quickly. Your investment plan needs to position
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What are investments that can generate income?
Here are some of the more common investments retirees
may turn to in order to generate income from their
personal savings:
Certificates of Deposits: Possibly one of the safest
investment vehicles available, as principal is generally
guaranteed by the FDIC per depositor and per institution.1
continued on page 2
The standard insurance amount is $250,000 per depositor, per insured bank, for each
account ownership category. Any funds deposited with the issuer bank, whether in checking,
savings, money markets and/or certificate of deposit are all aggregated together up to
$250,000, anything in excess of that amount will not be eligible for FDIC insurance, so you
should consider and inform your advisor if you have other deposits at the issuing bank. The
FDIC provides separate coverage for deposits held in different account ownership categories.
For details on the requirements, please visit www.fdic.gov/deposit/deposits. You may also
contact the FDIC Call Center at 877-275-3342.

1

RealSteps>

®

Reliable Retirement Income

The trade-off is they may deliver low yields that often can’t
keep pace with inflation.
Bonds: These are issued by entities such as governments
or corporations. Bonds typically pay interest periodically
for the life of the bond. Bonds can fluctuate in value, but
usually not as dramatically as stocks. It’s important to
remember that we are currently in an environment of low
interest rates. As interest rates rise, the price of bonds
typically decrease.
High-yield instruments: These are products that might
offer income potential superior to that of CDs or bonds
but usually with much greater risk. Investors who purchase
these products are generally more willing to accept greater
market fluctuation and possible loss of principal in return
for the potential for more income.
Immediate annuity: This annuity offers a guaranteed stream
of income for a set period of time or throughout the life
of the annuitant, subject to the claims-paying ability of the
issuing insurance company. When an immediate annuity
is purchased, the individual enters into a contract with an
insurance company, which calculates the amount of income
they can provide based on the type and term of the annuity
along with an individual’s age and gender (to determine life
expectancy). Certain risks are associated with this product,
such as your beneficiaries not receiving all of the original
principal if your life was shorter than the life expectancy
calculated by the insurance company, or due to the quality
of the insurance company offering the contract.
Variable annuity with guaranteed income feature:2
This annuity offers guaranteed lifetime income that cannot
be reduced due to market fluctuation. This annuity is
a long-term investment vehicle designed for retirement
purposes. A deposit is made into a number of variable
subaccounts that can fluctuate in value and are subject
to market risk. For an additional fee, variable annuities can
include optional riders that can offer guaranteed lifetime
income streams regardless of how underlying subaccounts
perform, if certain conditions are met.

When looking at variable annuities with this feature, you need
to completely understand the terms of the rider and contract,
the costs associated with purchasing the guarantee and
the quality of the insurance company offering the product.
The election of an optional rider may result in limitations
on the investment options. Guarantees are subject to the
claims-paying ability of the issuing insurance company.
Excess withdrawals may effect the income stream. Please
read the prospectus for complete details before investing.
Cash dividends from stock: Some companies may pay
a cash dividend to shareholders of their stock. The amount
of the dividend paid can vary depending on the company’s
performance, and can be changed or removed by the
company at any time.

What strategies can help generate income
throughout retirement?
The appropriate retirement income strategy depends on
various factors, such as a person’s age, the level of income
that needs to be generated from investments and an
investor’s risk tolerance. There are a variety of approaches
to consider:
Systematic withdrawal plan: This approach involves taking
a fixed amount from an investment portfolio on a periodic
basis—such as monthly. This strategy may be appropriate
for those who want to maintain a mix of equity and bond
investments in their portfolio. If income generated from these
investments is not sufficient, you may be able to sell assets
to help meet your income requirement.
Retirement income strategy: This strategy seeks
to incorporate a number of different income-generating
products. A retiree can combine systematic withdrawals
from a traditional asset allocation mix, with a lifetime
immediate annuity. Income from the annuity along with
Social Security might cover essential living expenses,
such as health care costs, food and shelter, taxes, etc.
The systematic withdrawal plan could cover flexible
income needs, such as travel.
continued on page 3

2
If you are buying a variable annuity to fund a qualified retirement plan or IRA, you should do
so for the variable annuity features and benefits other than tax deferral. In such cases, tax
deferral is not an additional benefit of the variable annuity. References throughout this material
to tax advantages, such as tax-deferral and tax-free transfers, are subject to this consideration.
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How can taxes play a role in retirement?

BUCKET STRATEGY
BUCKET 1

BUCKET 2

BUCKET 3

TIMEFRAME

for use in the
next 3 years

for use in
3–10 years

for use beyond
10 years

INVESTMENT
TYPES

LEAST
RISK & GROWTH

MODERATE
RISK & GROWTH

MOST
RISK & GROWTH

Cash

Mutual funds

Equities

CDs

CDs

Commodities

Money market
funds

Bonds

Real estate

Fixed annuities

Variable
annuities

Short-term
U.S. Treasury
bonds

Buckets will need to be redistributed over time, based on
each buckets’ objective, to continue to help meet its intended use.

Bucket Strategy: This strategy involves segmenting
retirement assets into different “buckets of money” that seek
to help meet needs at different stages of life. Each bucket
of assets seeks to cover a certain period of time during
retirement. For example, the first bucket contains cash,
cash equivalents and/or immediate annuities to help meet
spending needs for the next three years. The second bucket
is intended to help meet spending needs starting in years
three through ten of retirement. This bucket may be invested
slightly more aggressively than the first, looking for an
opportunity to potentially grow assets modestly and seeking
to create a larger stream of income that can keep pace with
inflation. Keeping in mind that a more aggressive investment
style exposes the bucket to more risks. The third bucket
contains mostly longer-term investments that carry the
highest amount of risk when compared to buckets one
and two. It seeks to grow assets for distribution starting
in the 10th year of retirement and beyond, which may allow
sufficient time to overcome market fluctuations. Of course,
all investing involves risk and the potential for loss. There
is no guarantee of success with these strategies and you
should and consider speaking with a financial professional
about your situation before implementing such a plan.

Retirees will still be required to pay income taxes in a number
of circumstances, including those below. Consult with your
own tax advisor for tax implications and strategies for
your situation.
Social Security benefits: Social Security benefits may
be completely tax-free or partially subject to tax, depending
on the household’s income level in a given year.
Pension and/or annuity income: Pension or annuity
income may be fully or partially taxable. If all contributions
to the pension plan were made before taxes were deducted,
then all distributions will be fully taxable. If contributions
to fund a plan came from dollars that were already taxed,
then only part of the withdrawal (representing earnings)
is subject to tax.
401(k)/403(b) plan distributions: Distributions from
an employer’s defined contribution plan are fully taxable
assuming all contributions to the plan were made on
a pre-tax basis.
Individual Retirement Account (IRA) distributions:
The type of IRA that is being withdrawn determines whether
distributions will be taxed. If it is an IRA where contributions
were deducted from taxes, then distributions are fully taxable.
If it is a Traditional IRA where contributions were made on
an after-tax basis, than part of the distribution (representing
earnings) is taxable. However, qualified distributions from
a Roth IRA are completely tax-free, assuming holding period
requirements are met. Non-qualified withdrawals are subject
to all applicable federal and state income taxes, and may be
subject to a 10 percent federal penalty.

What steps should I consider taking now to help
prepare for retirement?
Maintain enough cash to cover one year of expenses.
The main purpose of this money is to help meet any
unexpected emergencies that might occur in retirement.
continued on page 4
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Consider consolidating your accounts to one financial
institution. With one institution, taking withdrawals is less
cumbersome, and monitoring your assets becomes easier.
Rebalance your portfolio to help stay aligned with
your goals. Establishing and maintaining the appropriate
asset allocation mix for your investment portfolio is important.
This may mean selling existing positions in asset classes
that have experienced favorable market conditions and,
as a result, come to represent a larger position in the

portfolio, and buying additional investments in assets that
have a reduced weighting in the portfolio. Rebalancing
a portfolio seeks to help it to stay in line with your financial
goals and risk tolerance.

RealSteps>® Real life. Real goals.
We are committed to providing resources to help you
take steps toward strengthening your financial confidence.
From saving for education to retirement and legacy
planning—our tools provide real insight at every life stage.

Investment and Insurance products and services are:
This material is based on data obtained from sources we consider to be reliable. It is
not guaranteed as to accuracy and does not purport to be complete. This information
May Lose Value Not Insured by Any Federal Government Agency
is not intended to be used as the primary basis of investment decisions. Because of
individual client requirements, it should not be construed as advice designed to meet the particular investment needs of any investor. It is not a representation by
us or an offer or the solicitation of an offer to sell or buy any security. Further, a security described in this publication may not be eligible for solicitation in the states
in which the client resides. Any organizations mentioned in this publication are not affiliated or associated with U.S. Bank or U.S. Bancorp Investments in any way.
U.S. Bank, U.S. Bancorp Investments, and their representatives do not provide tax or legal advice. Each individual’s tax and financial situation is unique. You should
consult your tax or legal advisor for advice and information concerning your particular situation. Insurance guarantees are backed by the claims-paying ability of the
issuing insurance company.
Not a Deposit

Not FDIC Insured

Not Guaranteed by the Bank

Equity securities are subject to stock market fluctuations that occur in response to economic and business developments. Investing in fixed-income securities
are subject to various risks, including changes in interest rates, credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax
ramifications, and other factors. Investment in debt securities typically decrease in value when interest rates rise. The risk is usually greater for longer-term debt
securities. Investments in lower-rated and non-rated securities present a greater risk of loss to principal and interest than higher- rated securities. Investments
in high-yield bonds offer the potential for high current income and attractive total return, but involve certain risks. Changes in economic conditions or other
circumstances may adversely affect a bond issuer’s ability to make principal and interest payments. The municipal bond market is volatile and can be significantly
affected by adverse tax, legislative or political changes and the financial condition of the issuers of municipal securities. Interest rate increases can cause the price
of a bond to decrease. Income on municipal bonds is free from federal taxes, but may be subject to the federal alternative minimum tax (AMT), state and local
taxes. There are special risks associated with an investment in commodities, including market price fluctuations, regulatory changes, interest rate changes, credit
risk, economic changes and the impact of adverse political or financial factors. Investments in real estate securities can be subject to fluctuations in the value of
the underlying properties, the effect of economic conditions on real estate values, changes in interest rates and risks related to renting properties (such as rental
defaults). Money market funds emphasize short-term fixed-income securities. They seek to protect principal by attempting to maintain a constant $1.00 share
price while providing shareholders with access to their money. There is no guarantee the fund will be able to maintain a stable net asset value of $1.00.
For U.S. Bank: U.S. Bank is not responsible for and does not guarantee the products, services, or performance of U.S. Bancorp Investments.
Credit products are offered by U.S. Bank National Association and subject to normal credit approval.
Deposit products are offered by U.S. Bank National Association. Member FDIC.
Before investing, read the prospectus carefully to consider the investment objectives, risks, charges and expenses. Past performance is no guarantee
of future results. Asset allocation and diversification does not ensure a profit or protect against a loss. For U.S. Bancorp Investments: Investment products and
services are available through U.S. Bancorp Investments, the marketing name for U.S. Bancorp Investments, Inc., member FINRA and SIPC, an investment adviser
and a brokerage subsidiary of U.S. Bancorp and affiliate of U.S. Bank. Insurance products are available through various affiliated non-bank insurance agencies,
which are U.S. Bancorp subsidiaries. Products may not be available in all states. CA Insurance License# OE24641. Policies are underwritten by unaffiliated insurance
companies and may not be available in all states.
®
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