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FINANcIAL AdvISER 
RETIREmENT INcOmE 
PLANNING ExPERIENcES, 
STRATEGIES ANd 
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Rebecca King

A
dvisers report a continued increase in the 
percent of their clientele base who are receiving 
retirement income products, services, or advice 
from them in the past 12 months. This study 
also shows an increase in the average percent of 
the clientele base who are retired, semi-retired, 
and near retirement, further demonstrating an 

increased demand for these services. From a business perspective, 
advisers expect to see continued increases in revenue from these 
continued demands.

Retirement income planning continues to offer unique challenges 
and variables, but overall advisers are reporting increased success in 
2011 compared to 2010 with a larger percent of clients who were able 
to maintain their retirement plan and lifestyle.

This white paper can help you better understand the retirement 
income market along with the most common strategies, tactics, and 
products used by advisers to help their clients achieve their goals. 
As an adviser, you can compare your practice to your peers, see 
what other products or techniques are being used by advisers, and 
potentially anticipate where your practice may be in the next few 
years if you have not yet reached the same level of retirement income 
planning as reported here.

This white paper also includes analysis of the differences in 
strategy or approach of advisers who are reporting a higher level of 
success with their clients’ retirement plans.

The retirement income landscape
Over the past few years the growing importance of retirement income 
planning has been made clear as many retirees and nearly retired 
individuals have faced significant and unexpected challenges. While 
many industry sources talk about the “new normal” in terms of 
economic growth and investment strategies, the decumulation side of 
financial planning also faces significant challenges and opportunities.

Scope
On average, advisers report that approximately 55 percent of their 
clients have received retirement income products, services, or advice 
from the adviser in the past 12 months.

While advisers report that they have an increased percent of clients 
receiving these services this year compared to the previous year, 55 
percent is not a statistically significant change from last year’s study.

Overall, this does demonstrate that a large percentage of advisers’ 
clients are currently receiving these types of services or products, 
and advisers feel that clients receiving retirement income services, 
products, or advice has increased in scope. With advisers reporting 
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that 30 percent of their clients are already retired, 10 percent are 
“semi-retired,” and another 20 percent expect to retire in the next 
five years, it is clear that retirement income planning has a significant 
place in advisory practices.

challenges
Even in times of economic stability, retirement income planning 
can be a challenge. Advisers face numerous unpredictable variables, 
most notably longevity and health care, in addition to unpredictable 
markets. While this year proved to be no exception, advisers are 
reporting an increased percentage of clients in or near retirement 
who had to make no significant changes to their retirement plans or 
lifestyle this year compared to last year.

Table 1: 

 Percentage of clients in retirement

Planned to become re-employed, either full-time or part-time, in the next 12 months 9.8%

Needed to significantly adjust their lifestyle (i.e. reduce expenses) due to economic conditions 17.2%

Made no significant changes to their plans or lifestyle 76.4%

 Percentage of clients near retirement

Delayed their retirement date 21.7%

Needed to significantly adjust their lifestyle (i.e. reduce expenses) due to economic conditions 16.5%

Made no significant changes 65.6%

What is particularly interesting about these statistics are the 
strategies or tools that prove to be more successful than others in terms 
of enabling clients in or near retirement to maintain their retirement 
plans and lifestyle. In this area, some key findings stand out:

Systematic withdrawal strategies show most success
Advisers with 4 percent or fewer of their clients in retirement having 
to make a significant change to their plans or lifestyle were more 
than twice as likely to always use systematic withdrawal strategies to 
generate income compared to those with 40 percent or more of clients 
making a significant change. This also holds true with clients near 
retirement, as advisers with 9 percent or fewer of their clients near 
retirement making a significant change are nearly twice as likely to 
use systematic withdrawal compared to those who had 60 percent or 

more of clients near retirement making a similar change. Somewhat 
surprisingly, advisers who report frequently or always using a less 
formal strategy – specifically clients mainly living on their pension 
or Social Security, which may be supplemented periodically – do not 
show any significant difference in achieving a higher level of success.

Withdrawal: changes, not amount,  
show significant differences
While there is not a statistically significant difference in success when 
comparing those who recommend an initial sustainable withdrawal 
rate of 4 percent or less to those who recommend 4.51 percent or 
more, advisers who are currently recommending a lower initial 
sustainable withdrawal percent than they were 12 months ago are 
significantly more likely to have 40 percent or more of their clients in 
retirement having to make a significant change.

The difference is even more dramatic with clients near 
retirement, as those advisers with 60 percent or more of their 
clients near retirement making a significant change are three times 
as likely to have lowered the initial sustainable withdrawal they 
typically recommend.

Evaluating plan success with portfolio stress testing/
sensitivity analysis is the way to go
In evaluating the likelihood of a retirement plan’s success, advisers 
who have 4 percent or fewer of their clients in retirement making 
significant changes are nearly two times as likely to use portfolio 
stress testing/sensitivity analysis compared to those with 40 percent 
or more of their clients in retirement making a significant change.

In addition to examining the scope of client success and failure, 
advisers also reported on the key issues that influenced client 
decisions to delay retirement, become re-employed, and/or make 
a significant change to their lifestyle. While market volatility and 
changes in the markets over the past 12 months still rank in the top 
five issues, longevity concerns and amount of assets are at the top of 
the list.

What are the factors least likely to influence the client’s decision? 
Job loss (11 percent), inflation fears (9 percent), loss of home equity 
(7 percent), divorce (5 percent), family members needing care (4 
percent), clients investing too conservatively (4 percent), death of 
spouse/partner (3 percent), clients investing too aggressively (2 
percent), and disability of self and/or spouse (1 percent).

Figure 2: Top five influencers of client’s changes to retirement 
lifestyle or plans

Figure 1: change in percentage of clients receiving retirement 
income services, products, or advice
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Business impact
Shifting clients from accumulation to decumulation has an impact 
on the practice as a whole and not just the amount of time spent on 
various day-to-day tasks. Overall advisers are positive about the im-
pact on their revenues as clients make this transition.

This income increase is expected across fees and annuity 
commissions but a nearly equal percent of advisers expect either 
a decrease or increase in non-annuity commissions as shown in 
Figure 3.

Overall, advisers expect to see a net increase in revenue as clients 
make the transition. The most common reasons cited include 
an increased number of clients, additional revenue from asset 
consolidation, and increases in the market.

Table 2: Reasons advisers expect increased revenue as clients 
transition to decumulation

 Options %

I expect the number of clients I serve to increase 77.6%

As my clients retire I expect them to consolidate more assets with my firm 74.1%

I expect my revenue to increase as the market increases 52.4%

I expect to sell more annuities 39.7%

My clients’ wealth is projected to increase or stay the same until death 35.9%

I plan to increase my fees/rate 14.7%

I expect to sell more non-annuity commission products 12.1%

Other* 7.6%

* Other includes providing more planning/advice services with associated fees, converting from AUM 

to a fee or retainer structure, additional product sales, retaining some assets from generational client 

transitions, and 401(k) rollovers.

In regard to additional revenue from consolidation, advisers 
report that an average of 65 percent of clients consolidate additional 
assets with the practice after they have provided retirement income 
products, services, or advice to their clients. One in five report that 
91 percent or more of their clients consolidate additional assets.

Benchmarks
One of the benefits of market research is the ability to compare your 
practice against your peers to better understand how your experi-

ences/practice fit into the planning landscape. In addition, you can 
identify any challenges or opportunities that bubble up when you 
find areas where your practice excels, falls behind, and/or is differen-
tiated from the average practice.

The bulk of advisers initially begin working with clients who have 
$250,000 to $999,999 in investable assets at the initial planning 
engagement. At the point of retirement, clients have typically shifted 
to $500,000 to $2.49 million in investable assets. This is largely 
unchanged from 2010.

Table 3: Which one of the following investable asset range best 
describes your clients when ...

You start the planning engagement     Your clients retire

$0 to $49.9K 5.0% 0.2%

$50K to $149K 14.6% 0.8%

$150K to $249K 16.0% 2.0%

$250K to $499K 24.2% 18.3%

$500K to $999K 26.7% 35.3%

$1 million to $2.49 million 10.4% 34.5%

$2.5 million and above 3.0% 8.9%

When it comes to the percent of clients in or near retirement, 
advisers report that more than half of clients are retired, semi-
retired, or will retire in the next five years. All of these figures – 
mean, median, 25th, and 75th percentiles – show a slight increase 
in the percentage of clients in or near retirement compared to 2010.

Table 4: 

 Mean Median   25th Percentile 75th Percentile

Are retired (both client and spouse)  

and not working for a wage 32% 30% 15% 45%

Are ―semi-retired― (client works part  

time and/or has a spouse still working) 16% 10% 10% 20%

Will retire in the next 5 years 24% 20% 10% 30%

The majority of these clients, who make up more than half of the 
typical adviser clientele, are characterized by their adviser as delegators 
who know they need to participate in the process but expect their 
adviser to take primary responsibility for their financial success.

Figure 4: How advisers would describe the majority of their 
retirement income planning clients

Figure 3: Anticipated revenue changes as clients transition 
from accumulation to decumulation
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Retirement income strategies
The majority of advisers use systematic withdrawal for income 
distribution and are recommending an average of 4.17 percent as 
an initial sustainable withdrawal amount. Many advisers adjust 
the amount on an ongoing basis using various dynamic withdrawal 
strategies. Advisers who work with clients who mainly live on their 
pension and/or Social Security think it is possible that this approach 
will be impractical in the next five years.

Strategy/approach
Systematic withdrawal continues to reign as the most popular income 
distribution strategy. As seen in the challenges section of this paper, 
that is good news for advisers and clients as systematic withdrawal 
demonstrates a significant increase in the success of the retirement 
plan for clients in or near retirement compared to the time-based 
segmentation approach, essential-versus-discretionary income ap-
proach, less formal strategies, and even “other” strategies advisers 
have developed.

Withdrawal
The average initial sustainable withdrawal rate advisers are currently 
recommending dropped from 4.75 percent last year to 4.17 percent 
this year. Forty-seven percent of advisers include the payment for 
their advisory services in the withdrawal amount, and 77 percent 
include the payment for federal and state income taxes.

Table 6: Withdrawal rates

95% confidence interval of the difference
    Lower      Upper

2011 4.12 4.22

2010 4.37 5.13

2009 4.31 4.51

2008 5.02 5.60

2007 5.18 5.43

As seen in the withdrawal rates table with the 95 percent confidence 
interval of the difference, this brings the withdrawal percent to the 
lowest point is has been in the past five years. The most comparable 
was the initial sustainable withdrawal rate used in 2009 which 
averaged 4.4 percent. The table also shows that advisers as a whole 
are recommending more similar withdrawal rates as the variance 
between the lower and upper figure has decreased.

Consistent with these findings, about one in five advisers report 
decreasing their initial sustainable withdrawal rate recommended 
currently compared to the amount they recommended 12 months 
ago with very few advisers increasing the rate they typically 
recommend. The strong majority of advisers report that they have 
not changed the initial sustainable withdrawal rate they typically 
recommend, suggesting that many advisers have experienced 
success (or at least little failure) with the withdrawal rate they have 
been using.

Many advisers use dynamic withdrawal strategies to adjust the 
amount initially recommended on an ongoing basis. Some advisers 
do not use dynamic withdrawal strategies but maintain the initial 
amount with or without inflation adjustments.

Table 7: dynamic withdrawal strategies

Use of dynamic withdrawal strategies 

Yes, I may recommend adjustments to the withdrawal amount initially recommended,  

but not based on the application of any specific policies. 35.3%

Yes, I may recommend adjustments to the withdrawal amount initially recommended  

based on the application of dynamic withdrawal policies. 29.5%

No, I typically maintain the withdrawal amount initially recommend,  

except for inflation adjustments. 18.8%

No, I typically maintain the withdrawal amount initially recommended. 11.2%

Not sure/I don’t know 5.2%

The most common adjustments include adjusting for inflation, 
to match the initial withdrawal percentage, based on results of 
simulation analysis, and based on current and expected stock 
market valuation.

Table 5: Adviser use of various strategies/approaches in providing retirement income to clients

 Do not use Occasionally use Frequently use Always use

Systematic withdrawal approach 

Diversify investments based on client’s risk profile and manage the total return of the client’s entire portfolio. To provide income,  5.4% 19.8% 53.9% 20.8% 

withdraw either a pre-determined or policy-based amount funded by a combination of interest, dividends, and/or portfolio  

holdings based on the client’s income needs and economic conditions.

Time-based segmentation approach 

Set up separate pools of investments with lowest risk investments in the near-term time horizon “segment”, somewhat higher 28.6% 33.8% 29.4% 8.2% 

risk investments in the next segment, and riskiest portfolio in the longest-term segment. Income is drawn from one segment  

at a time. Once the first segment is depleted, assets from the second segment are used for income. 

Essential-versus-discretionary income approach  

Classify client’s retirement expenses as essential or discretionary. Low-risk investments or annuity guarantees are selected  35.0% 32.3% 26.2% 6.6% 

to fund the essential expenses. A mix of medium- and higher-risk investments is selected to fund the discretionary expenses.  

Income is drawn from the respective pools to cover essential and discretionary expenses.

Less formal strategies 

Clients mainly live on their pension and/or Social Security, which may be supplemented periodically. 21.5% 56.0% 20.5% 2.0%

Other 69.4% 22.7% 5.2% 2.7%
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Table 8: Adjustments typically made by advisers who use 
dynamic withdrawal

 Options %

Adjust the recommended withdrawal amount so that it keeps pace with inflation. 35.6%

Adjust the recommended withdrawal amount if the current withdrawal rate percentage  

varies too much from the initial withdrawal rate percentage. 34.5%

Adjust the recommended withdrawal amount based on the current results of a  

Monte Carlo or other simulation analysis. 34.5%

Adjust the recommended withdrawal amount based on current and expected stock  

market valuation levels. 33.2%

Adjust the recommended withdrawal amount so that it maintains the initial  

withdrawal rate percentage. 18.4%

Other* 12.3%

*Other responses most commonly include adjusting based on client need/goals, changes in client 

situation, and various market shifts.

Social security
While 39 percent of advisers who frequently or always have clients 
who mainly live on their pension and/or Social Security believe it is 
unlikely that strategy will become impractical in the next five years, 
one in five advisers think it is likely it will become impractical, and 
another two in five believe it’s somewhat likely.

When it comes to claiming Social Security, advisers do not follow 
any specific guidelines. Instead, they vary their recommendations 
based on specific client characteristics or situations.

Table 9: 

For clients who are single, what strategy do you most frequently recommend for
claiming social security?

Depends on health and estimated longevity of individual 50.6%

Delay claiming as long as possible to maximize Social Security income 17.6%

Begin drawing at Social Security full retirement age 10.9%

Other* 8.9%

Begin drawing at time of retirement from work 7.2%

Begin drawing Social Security at earliest eligible age 4.7%

For married couples, what strategy do you most frequently recommend for
claiming social security?

Base claiming recommendations on individual circumstances for each member of the couple. 39.5%

Use coordination strategies – for example, one spouse claims as early as possible while the  

other spouse delays as long as possible. 30.9%

Depends on health and estimated longevity of individual(s). 24.7%

Other* 4.9%

*Other responses most commonly include: depends on assets, cash flow needs, asset type, etc…

Product use
In selecting retirement income solutions for clients, advisers 
usually select a strategy first and then select and manage products 
to implement the strategy rather than using a product with an 
embedded strategy. This may be due in part to some advisers feeling 
that the available products don’t meet their criteria for an effective 
strategy – typically due to cost concerns or seeking a hybrid option.

In fact, advisers specifically identified the following to help them 
improve their retirement income planning services.

• Automated products – for example, a product that allows clients 
to automatically take income out of the fixed-income portion of 
the portfolio;

• More transparent and affordable annuities – advisers say they want 
more annuities with no fees, no commissions, and low expenses;

• More innovative LTCI/annuity products – advisers are looking 
for hybrids that offer enhanced payments for terminal illnesses 
and tax advantages typically associated with LTCI.

Figure 6: Adviser option pension/social security reliance will 
be impractical in the next 5 years

Figure 5: change in initial sustainable withdrawal rate 
recommended compared to 12 months past

Figure 7: Adviser approach to retirement income solutions
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While advisers are seeking new, innovative products, they currently 
use/recommend the “usual suspects” as investment vehicles. Topping 
the list are bond and equity mutual funds followed by bonds and 
dividend-paying stocks. The least popular products include managed 
payout funds and advanced life deferred annuities (ALDA).

Table 10: Please select any of the following financial products you 
use/recommend with your clients for retirement income generation

 Options %

Bond funds 78.8%

Equity mutual funds 75.5%

Bonds 69.4%

Dividend-paying stocks 66.2%

Exchange-traded funds (ETFs) 54.6%

Real estate investment trusts (REITs) 49.7%

Treasuries/TIPs 47.9%

Variable annuities with guaranteed living benefits (GMIBs, GMABs, GMWBs) 46.2%

CDs 44.2%

Immediate annuities 39.5%

Combination products (e.g., life insurance and long-term care) 28.1%

Separately managed accounts (SMAs) 26.2%

Fixed deferred annuities 26.2%

Reverse mortgages 16.8%

Limited partnerships 12.6%

Target maturity funds 11.6%

Long-term care annuities 10.4%

Guaranteed payout funds 6.2%

Other variable annuities 5.5%

Managed payout funds (income replacement funds) 3.2%

Other (please specify) 3.0%

Advanced life deferred annuities (ALDA)2.9%

None 2.7%

Planning considerations
One of the hardest parts of retirement income planning is projecting 
information based on unknowable facts including the longevity of in-
dividual clients or how their health will fare for the duration of their 
lifetime. While this information cannot be known for certain for any 
given client, these are real variable that advisers must take into account.

Longevity
It comes as no surprise that advisers expect women to live slightly 
longer than men and incorporate that expectation into planning for 
their clients.

Advisers were also asked how their clientele breaks out across 
different levels of longevity risk. As illustrated in the benchmark 
section of this paper, advisers are typically working with individuals 
who have significant levels of investable assets upon retiring. 
However, even within this group, about 50 percent of clients are at 
risk of running out of money in retirement according to their advisers.

Table 11: 

 Mean 25th Percentile 75th Percentile

Percent of retirement planning clients who face a 

significant chance of running out of money in retirement. 19.1% 10.0% 25.0%

Percent of retirement planning clients who have little  

chance of running out of money in retirement. 50.5% 25.0% 75.0%

Percent of clients balanced between the two options. 30.3% 10.0% 50.0%

Of course, this varies dramatically by advisers as different advisers 
serve different types of clientele.

Nearly half (47 percent) of advisers say 10 percent or fewer of 
their clients face a significant chance of running out of money in 
retirement while another one in five say that’s true for 26 percent 
or more of their clients. On the converse, 23 percent of advisers say 
that more than three-fourths (75 percent ormore) of their clients face 
little risk of running out of money in retirement while 29 percent say 
a quarter or fewer of their clients are in that situation.

Healthcare
As mentioned before, health care is one of the top five reasons why 
clients in or near retirement had to make a significant change to 
their lifestyle or employment status/retirement date with more than 
a quarter of advisers indicating it was a key issue that influenced 
the clients’ decision. Given its significance, many advisers are 
taking some steps to help their clients manage health care costs in 
retirement.

Table 12: Percentage of advisers who use method to help clients 
manage health care costs in retirement

 Options %

Providing access to long-term care insurance 63.5%

Assisting with long-term care decisions 61.3%

Conducting needs analysis/anticipating additional income needs for health care costs 56.6%

Referring client to expert(s) 54.6%

Assisting with Medicare decisions 34.8%

Providing access to Medicare supplement insurance (Medigap) 23.2%

Recommending dedicated investments or a reserve fund specifically for health care purposes 20.5%

Facilitating HSA participation 20.0%

Recommending mature adult health and wellness resources 14.1%

Recommending/referring client to a continuing care facility 12.6%

Providing access to primary health insurance 11.4%

Other (please specify) 3.0%

None 2.4%

Figure 8: Planned client longevity
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The most popular methods include long-term care insurance, 
assisting with long-term care decisions, and conducting needs 
analysis/anticipating additional income needs for health care costs. 
Many advisers also refer their clients to expert(s) in dealing with 
health care issues in retirement. Only one in 40 do not take any action 
to assist clients with this issue.

Plan success evaluation
As noted previously, advisers who use portfolio stress testing/sensitiv-
ity analysis to evaluate the likelihood of the retirement income plan 
providing the income a client needs and addressing the risks they face 
are more likely to report success with their clients in or near retirement.

While it is the only method that appears to increase the likelihood 
of a plan’s success, it is not one of the most popular methods. Only 
one in five advisers use portfolio stress testing/sensitivity analysis 
while more than half (59 percent) use ongoing monitoring of the 
plan, 44 percent use Monte Carlo or other simulation analyses, and 
27 percent use worst-case scenarios.

conclusion
While retirement income planning is a challenging component of fi-
nancial planning, advisers are successfully helping their clients retire on 
time, maintain their lifestyle as planned, and avoid having to become 
re-employed. Even with this success there are still opportunities for im-
provements across the retirement income planning landscape. fs

Note

All tables/figures sourced from Financial Planning Association research.

Appendices

For more information on how this research was conducted, the size and type of advisory 

firm represented, and a glossary of terms, please refer to each applicable section.

Methodology

This report was derived from an online survey of 595 complete responses from financial 

advisers who provide financial planning to clients and are members of the Financial 

Planning Association (FPA). The survey was sponsored by Thornburg Investment 

Management. It was fielded in August 2011 and has a 4 percent margin of error at a 95 

percent confidence level.

Respondent profile

Survey respondents represent a variety of practices across the U.S. While only 3.4 

percent rely exclusively on product commissions, nearly half use a combination of fee 

and commission to generate revenue for their practice.

    This group of advisers is highly experienced with well over half of respondents 

having 15 years or more experience in financial services. They also hold a number of 

designations/certifications/licenses. The most popular are CFP (83 percent), Series 7 (50 

percent), life/insurance (47 percent), series 65 (63 percent), and series 63 (35 percent).

Table 13: Years of industry experience

 Options %

Fewer than 5 years 9.7%

5-9 years 13.9%

10-14 years 18.2%

15-19 years 15.3%

20 years or more 42.9%

While the largest group of respondents falls into the independent IAR/RIA model, half of 

respondents have a BD relationship.

Glossary

•   25th Percentile – The figure below which 25 percent of all other figures in the same 

category are found; sometimes called the first quartile. In the 25th Percentile, you’ll 

find 25 percent of the figures lower and 75 percent of the figures higher.

•   75th Percentile – The figure below which 75 percent of all other figures in the same 

category are found; sometimes called the third quartile. In the 75th Percentile, you’ll 

find 75 percent of the figures lower and 25 percent of the figures higher.

•   Mean – The average; the sum of all the figures divided by the number of figures.

Figure 9: Percent of advisers who use method to evaluate 
likelihood of plan success

Figure 10: Revenue model

Figure 11: Business model
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•   Median – The figure in which half the figures are higher and half the 

figures are lower, making it the 50th percentile. If all figures are ranked 

lowest to highest and there are an odd number of figures, the median 

is the figure in the middle. If there are an even number of figures, the 

median is the average of the two middle figures.

Copyright and disclaimers

Copyright ©2011 Financial Planning Association (FPA). The FPA is in 

no way affiliated with Thornburg Investment Management or Thornburg 

Securities Corp. Thornburg Funds are distributed by Thornburg Securities 

Corp.

All rights reserved. No portion of this report may be reproduced or 

distributed without the express written consent of FPA. Federal copyright 

law prohibits unauthorized reproduction by any means. Willful violation 

with intent to profit is a federal crime, punishable by up to five years in 

prison and a fine of up to $250,000.

The data reported in this study was provided directly by the survey 

participants to FPA. FPA did not audit the data provided by the individual 

participants and, accordingly, does not guarantee the accuracy of the 

data provided by the survey participants. Information in this report is 

an accurate representation of the data provided by survey participants 

and is consistent with the standards of good practice within the financial 

planning and research community. However, it is recommended that 

readers evaluate the applicability of any recommendation in light of 

particular situations and changing standards.

This publication is designed to provide accurate and authoritative 

information in regard to the subject matter covered. It is sold with the 

understanding that the publisher is not engaged in rendering legal, 

accounting, or other professional service. If legal advice or other expert 

assistance is required, the services of a competent professional person 

should be sought. – From a Declaration of Principles jointly adopted 

by a Committee of the American Bar Association and a Committee of 

Publishers and Associations.

Reprinted with permission by the Financial Planning Association, Rebecca 

King, Alternative Investments: Adviser Strategy and Use. 

For more information on the Financial Planning Association, please visit 

www.fpanet.org or call 1-800-322-4237.


