When Can We Retire?
Case Study: James and Susan Johnson
Background
The Johnsons have the following financial profile:
Now both in their mid-50’s, they have a combined salary of
$210,000. When they are retired, they are expected to have a
collective $45,000 in social security benefits. While neither has a
pension, they have been contributing to both their companies’
401k plans and brokerage accounts totaling $700,000 and
$625,000 respectively. They have been living in their home for the
last 12 years and have recently refinanced a $250,000 loan with a
3.9% APR. Beyond mortgage payments they expect to spend
$82,000 annually and are now concerend about their retirement
goals being met.

Problem
Given their moderately aggressive portfolio allocation, the Johnsons expect their assets to grow 6.1% per
year. Considering a 2% inflation rate and their current lifestyle trend, they would like to know:
“When Can We Retire?”
Solution
In general, the longer a couple can wait to retire, the better their plan will work. For each year they wait,
there is one less year of spending and one more year of saving. Several critical variables must be
considered before answering the Johnson’s question. Will their assets have enough time to grow to a
sufficient level to maintain their standard of living? Will they be willing to adjust their spending levels
after they retire especially during downturns in the market? How much risk are they willing to take
during their retirement?
If the Johnsons were to retire at the age of 60, it is likely that their assets will have grown to a sufficient
level to sustain their standard of living throughout retirement. However, since much of their income
needs will come from their portfolio, and the portfolio must take on some level of risk, there is only a
64% chance their money will take them to age 90 (see first graph on next page). The Johnsons are not
willing to retire knowing there is a 36% chance they’ll run out of money. If they work another five years
to age 65, their chance of success rises to 93% (see second graph on next page), so that is what they
have chosen to do.
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Probability of successfully meeting their goals if they retire at age 60:

Probability of successfully meeting their goals if they retire at age 65:

White Pine Investment Company
17199 Laurel Park Drive North * Suite 209 * Livonia, MI 48152
Phone: 734.464.2532 Toll free: 888.818.2080
www.wpinv.com
DISCLAIMER: “All names, characters, businesses, places, and incidents described are fabricated to simulate a real life scenario. Any similarities
to actual events or persons, living or dead, are entirely coincidental. This case study may showcase investments that are not suitable for all
investors. Past performance is not a guarantee of future results and investors should consider their own risk tolerances, tax brackets, financial
needs and investment objectives as it may differ from those listed in this case.”

