The 15-Minute

Retirement Plan

How to Avoid Running Out of
Money When You Need It Most

.-"".,i.

! FISHER INVESTMENTS®
INVEST ASSURED




Investing in securities involves a risk of loss. Past performance is never a guarantee of future returns. Investing in
foreign stock markets involves additional risks, such as the risk of currency fluctuations. The foregoing constitutes
the general views of Fisher Investments and should not be regarded as personalized investment advice or a reflection
of the performance of Fisher Investments or its clients. Nothing herein is intended to be a recommendation or a
forecast of market conditions. Rather it is intended to illustrate a point. Current and future markets may differ
significantly from those illustrated here. Not all past forecasts were, nor future forecasts may be, as accurate as those
predicted herein.



One of the biggest risks an investor faces is running out of money in retirement.

This can be a personal tragedy. People may work their whole lives to accumulate enough wealth
for a comfortable retirement only to find they’ve come up short. To help minimize this risk,
Fisher Investments recommends keeping the following key questions in mind when planning your
retirement:

1. How Long Will You Need Your Portfolio to Provide for You?

2. How Can Cash Distributions and Inflation Impact Your Portfolio?

3. How Do You Establish a Primary Investment Objective?

4. When Should You Elect to Take Social Security Benefits?

5. Will You Continue to Work in Retirement?

6. What Are Important Trade-Offs You May Need to Make?

7. How Do You Stay Disciplined In Your Retirement? 1
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1. How Long Will You Need Your Portfolio to Provide for You?

Your lifespan may be significantly longer than you expect. Exhibit 1 shows the Social Security Administration’s life
expectancies for Americans based on current age. We believe these projections likely underestimate how long people
will actually live given ongoing medical advancements. Life expectancies vary among spouses and genders and it

is beneficial to plan for the longer of your two life expectancies: your joint life expectancy. No one wants to be
impoverished later in life because they didn’t think they would still be alive. If you have a partner, you should both
prepare to live a long time and make sure you have enough money to maintain your lifestyle.

The bottom line? Your time horizon may be much longer than you realize.

Exhibit 1: If You’re 65 Today, The Probability of Living to a Specific Age*
100% 97%
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*Source: Social Security Administration, Period Life Table 2015
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2. How Can Cash Distributions and Inflation Impact Your Portfolio?

As you anticipate your investment time horizon—
how long you need your money to last—it’s also
critical to understand how withdrawals will impact
your portfolio. Like many investors, you may have
unrealistic expectations of how much money you'll be
able to safely withdraw each year during retirement.

Some folks believe it’s safe to withdraw 10% per
year without drawing down principal since equities
have historically delivered a roughly 10% annualized
return.* A common—but incorrect—assumption.

Though equities may annualize about 10% over time,
returns vary greatly from year to year. Miscalculating
withdrawals during market downturns can
substantially decrease the probability of maintaining
your principal. For example, if your portfolio is down
20% and you take a 10% distribution, you will need
about a 39% gain just to get back to the initial value.

Inflation is another important factor to consider.
Inflation is insidious. It decreases purchasing power over
time and erodes real savings and investment returns.
Many investors fail to realize how much of an impact
inflation can have.

Since 1925, inflation has averaged about 3% per year.**
If that average inflation rate continues in the future, a
person who currently requires $50,000 to cover annual
living expenses would need slightly less than $90,000 in
20 years and about $120,000 in 30 years just to maintain
the same purchasing power.

Similarly, if you placed $1,000,000 under your mattress
today, in 30 years that money would only be worth
around $400,000 in today’s dollars.

Exhibit 2: Maintaining Purchasing Power***

$50,000

$118,222

Present Year 5 Year 10 Year 15 Year 20 Year 25 Year 30

*Source: Global Financial Data, as of' 1/12/2018. Based on annualized S&P S00 Total Return Index returns from 12/31/1925-

12/31/2017.

**Source: Factset, as of 2/12/2018. Based on US BLS Consumer Price Index from 12/31/1925 to 12/31/2017, average annualized

inflation was 2.91%.
***Estimate based on a 2.91% rate of inflation.
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Though inflation has been benign in recent years, prices for all goods are not static. For example, clothing prices have
fallen slightly, but prices for hospital services have skyrocketed 353% since 1989. Consequently, retirees may need to

rely on higher-returning investments over time to pay for these services.

Exhibit 3: Price Changes in Vital Expense Goods Categories
December 1989 - December 2017*

College Tuition
Hospital Services
Medical Care
Drugs

Doctor Services
Gasoline

Housing

Energy

Household Energy
Food & Beverage
Consumer Price Index
Electricity

Eggs

New Car

Apparel

357%

. 353%
—— 182%
I 178%

P 96%
I 04 %
N 93%
I 39%
I 37%
I 85%
I 31%
P 75%
15%
I -2%

129%

Some categories, such as healthcare, that make up a greater portion of retirees’ budgets have experienced higher
levels of inflation over the years than the overall measurement. Exhibits 3 and 4 show healthcare costs, along with
other important products and services, have historically outpaced the growing costs of many other goods while
also increasing as a portion of income as people age. In our view, this increases the need for many investors to have
exposure to growth-oriented investments over longer time periods.

Exhibit 4: Expenses as a Percentage of Net Income, Based on Age**

W Healthcare
B Transportation M Entertainment M Energy

9% —; 13% —

B Food

M Apparel

Other

Education
M Housing

As people age,
healthcare
costs grow as
a proportion of
income.

*Source: FactSet, as of 01/09/2018. Consumer Price Index data from 12/31/1990 - 12/31/17.
**Source: Burean of Labor Statistics, Consumer Expenditure Survey 2016.
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3. How Do You Establish a Primary Investment Objective?

Time horizon, cash flow needs and inflation are all
key factors to consider in your retirement planning.
Another cornerstone is establishing a primary
objective for your portfolio.

A precise way to determine your portfolio’s objective
is to define your “growth objective”—the amount of
money you plan to have at the end of your portfolio’s
time horizon. Possible growth objectives include:

o Portfolio growth: You want to increase the
purchasing power of your assets as much as
possible across your investment time horizon.

¢ Maintaining your portfolio’s value in real terms:
You aim to maintain your present purchasing power
at the end of your time horizon.

o Depleting assets: You have no desire to leave any
assets behind at the end of your investment time
horizon.

o Targeting a specific ending value: You desire a
specific ending value, perhaps to make a donation to
charity or to pass on to heirs.

Your primary investment objective helps create a
roadmap for retirement. Focusing on your investment
objective may also make it easier to stick with your
investment strategy during market volatility.
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4. When Should You Elect to Take Social Security Benefits?

Social Security benefits can be an important source of cash flow in retirement, and the amount you'll receive is
directly affected by the decisions you make leading up to retirement. If you qualify for Social Security benefits, it
can be a welcome source of additional cash flow in retirement—but it shouldn’t be counted on for all your income
needs.

If you're eligible for Social Security, you'll need to decide when to start receiving benefits. There are three choices,
differentiated by your employment status and whether you have reached full retirement age, which will vary by birth
year. The longer you wait to begin receiving Social Security, the greater your benefit payments could be.

Social Security benefits are just one piece of your overall strategy but are often an important source of cash flow

for many retirees. Exhibit 5 shows how your benefits are impacted depending on when you choose to take them.
Individuals receive 100% of their Social Security benefits if they elect to take them at full retirement age.

Exhibit 5: How Your Social Security Benefits Change Based on the Age you

Elect to Take Them
Full Retirement Age
62 v 70

-6.25% average per year +8% per year

e Under Full Retirement Age and Working: If you are earning enough income to support yourself, it’s a
disadvantage to begin taking benefits at this point. More often than not, the extra money isn’t needed and your
benefits will be permanently reduced. This could also potentially reduce payments to your spouse, should he or
she outlive you.

e Under Full Retirement Age and Retired: You may retire before full retirement age for a variety of reasons. If
you start taking Social Security prior to full retirement age, your benefits will be permanently reduced.

o After Full Retirement Age: If you're able to delay taking payments until you reach full retirement age, you’ll
receive greater benefits. If you are able to wait beyond full retirement age, your Social Security benefits will
increase by up to 8% per year until age 70*. Additionally, cost-of-living increases over time will start from a

higher base.

*Source: Social Security Administration, as of 7/25/2018. www.ssa.gov/planners/retire/delayret.html
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5. Will You Continue to Work in Retirement?

Over the past few decades, more people continue to work later in life and throughout retirement. People have
numerous reasons to do so: receiving employer benefits, supplementing their income or staying active and involved.
Exhibit 6 below shows the percentage of people choosing to work in retirement for several reasons, with the gold
showing “want” based reasons and the green showing “need” based reasons.

While it may not be an option for everyone, working in retirement can provide some financial flexibility. As you
envision your retirement, this is an important question to consider, both in how it impacts your finances as well as

your time.

Exhibit 6: Reasons People Choose to Work in Retirement

P

Make Ends Meet

Keep Insurance
Needs or Benefits

Decreased Value
of Savings
or Investments

N
P
Buy Extras
Wants Stay Active and
Involved
Enjoy Working
) S—

42%

13%

23%

67%

90%

82%

Source: Employee Benefit Research Institute, 2017 Retirement Confidence Survey. Respondents could select multiple reasons that apply to their

situation.
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6. What Are Important Trade-Offs You May Need to Make?

Like many investors, you may plan to draw from your
portfolio during retirement. The level of cash flow
you require, combined with your growth objective,
may require some trade-offs to minimize the risk of
running out of money. For example, you may need to
increase your exposure to investments with potential
higher returns—and be willing to tolerate the greater
volatility associated with them.

Understanding the trade-offs of different strategies
is crucial. The following scenarios show the impact
of four different rates of withdrawal on a $1,000,000
portfolio under different asset allocations, plus one
showing no withdrawals. The four withdrawal rates
are: 10%, or $100,000 per year; 7%, or $70,000 per
year; 5%, or $50,000 per year; and 3%, or $30,000
per year. These simulations were run usinga
Traditional Monte Carlo simulator; all withdrawal
amounts are adjusted for inflation to maintain
original purchasing power.*

*The Monte Carlo simulation is a non-linear statistical method that, based on random sampling of historical stock, bond and cash returns, allows
for the assignment of probabilities to various outcomes. This informational analysis makes numerous assumptions, including but not limited to the
use of S&P 500 Stock Index and/or US 10- year Government Bond Index historical returns and Fisher Investments’ forecasted data for domestic

equities, fixed income, cash and inflation to project the ending value in the future or cash flow availability. All values are expressed in today’s
dollars, as of 07/30/2018. The index(es) used in this analysis may not be the benchmark(s) selected for clients. No assurance can be given that
these returns will be achieved. This analysis is for informational purposes only. It has been formulated with data provided to Fisher Investments
and is assumed to be reliable. Fisher Investments makes no claim to its accuracy. Investing in securities involves risk of loss. Past performance is no

gmzmm‘ee 0_]{](1‘41747'6’ returns.
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Scenario #1: In this scenario, we simulate the results of an investor taking annual withdrawals of $100,000
(10%) from a $1,000,000 portfolio (starting value) over a hypothetical 30-year investing time horizon.

% Probability Assets % Probability o e Median Ending Value Portfolio Survival Years
Survived 30 Years Ending Value 9 AAR: 7.5% AAR:6.5% AAR:5.6% 179
14.8
13.0
8.1 86
0,
17.9% 11.8%
- 1.8% 0.0% I 0.0% 0.0% $0 $0 $0
Avg Min Avg Min Avg Min
100%  70%/30% 50%/50% 100%  70%/30% 50%/50% 100%  70%/30% 50%/50% 100%  70%/30% 50%/50%

Scenario #1 shows the probability of this portfolio lasting for 30 years—let alone growing—is very low.

Unfortunately, this is true for all three asset allocations in this example (100% Stocks , 70% Stocks/30% Bonds and
50% Stocks/50% Bonds). Though the portfolio comprising 100% equities produces the highest probability of asset

survival, a 17.9% chance of not running out of money in retirement is hardly comforting.

Scenario #2: In this scenario, we simulate the results of an investor taking annual withdrawals of $70,000 (7%)
from a $1,000,000 portfolio over 30 years.

% Probability Assets % Probabilty oo\ Median Ending Value Portfolio Survival Years
Survived 30 Years Ending Value 9 AAR: 8.1% AAR: 6.7% AAR:5.6% | 554
: 238
214
0,
53.6% s 122
355% 37.6% 10.3
12.59 15.7%
AJ - 14% $165’416 $0 $0
. —

Avg Min Avg Min Avg Min
100%  70%/30% 50%/50%  100%  70%/30% 50%/50%  100%  70%/30% 50%/50% 100%  70%/30% 50%/50%
Scenario #2 shows the probability of asset survival and growth improves by reducing withdrawals. But even with
100% equity allocation, the likelihood of not running out of money is only 53.6%.

Scenario #3: In this scenario, we simulate the results of an investor taking annual withdrawals of $50,000 (5%)
from a $1,000,000 portfolio over 30 years.

% Probability Assets % Probability > Starting Value Median Ending Value Portfolio Survival Years

Survived 30 Years Ending Value AAR: 8.6% AAR: 6.9% AAR: 5.8%
284

2 28.8
84.7% 80.4%
69.0% 66.8% $2,134,556
16.4 17.7
45.7% 14.8
y $875,502
21.1
’ $332,596

8.9
Avg Min Avg Min Avg Min
100% 70%/30% 50% /50% 100% 70%/30% 50% /50% 100% 70%/30% 50% /50% 100% 70%/30% 50% /50%

Scenario #3 shows reducing withdrawals to 5% of a portfolio greatly improves the probability of both asset
survival and growth across all three asset allocations.

AAR=Average Annualized Return %.
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Scenario #4: In this scenario, we simulate the results of an investor taking annual withdrawals of $30,000
(3%) from a $1,000,000 portfolio over 30 years.

% Probability Assets tl? erb?/biI"ty > Starting Value Median Ending Value Portfolio Survival Years
. Survived 300Year5 ) nding value AAR: 8.8% AAR: 7.2% AAR: 5.9%
997%  99.9%  99.9% $4,013,241 300 300 300 300 30.0

0,
88.6% 82.6% 27.2
68.5%
$2,325,282
$1,439,744

Avg Min Avg Min Avg Min
100% 70%/30% 50% /50% 100% 70%/30% 50%/50% 100% 70% /30% 50% /50% 100% 70%/30% 50%/50%

Scenario #4 shows materially better probabilities of both asset survival and growth. Using all three asset allocation
scenarios, median ending value is higher than the starting value, though 100% stocks shows the best median
portfolio growth.

Scenario #5: In this scenario, we simulate the results of an investor taking no annual withdrawals.

% Probability Assets % Probability Starting Value Median Ending Value Portfolio Survival Years
Survived 30 Years Ending Value AAR: 8.7% AAR: 7.2% AAR: 5.9%
o 0, o, o, o, o, . . 0 . . 0 . . 0
99.9% 99.9% 99.9% 99.9% 99.9% 99.9% $6.868,115 30.0 30.0 30.0 30.0 30.0 30.0
$4,428,503
$3,091,811
Avg Min Avg Min Avg Min
100% 70%/30% 50% /50% 100% 70%/30% 50% /50% 100% 70%/30% 50% /50% 100% 70%/30% 50%/50%

For investors with no annual cash flow needs, probability of asset survival is excellent in all three asset allocation
scenarios. However, as many may expect, a simulation of 100% stocks resulted in the highest median portfolio
ending value.

AAR=Average Annualized Return %.
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7. How Do You Stay Disciplined In Your Retirement?

Market research firm DALBAR, Inc’s annual study, The Quantitative Analysis of Investor Behavior (QAIB)
compares stock and bond markets’ and average mutual fund investors’ returns over the past 25 years ending
December 31, 2017.

“The data shows that the average mutual fund investor has not stayed invested for a long enough period of
time to execute a long term strategy. In fact, they typically stay invested for just a fraction of a market cycle.”

- DALBAR, Inc., 2018 Quantitative Analysis of Investor Behavior.

When investors manage their own portfolios, they can often be their own worst enemy. Individual stock
and bond prices can move quickly and surprise investors, but long term returns are the reward for being able
to endure volatility along the way. Having a trusted adviser to help you stay disciplined and adhere to your
investment plan can help you avoid the pitfalls that plague other investors.

While differences in annualized returns can be difficult to contextualize, on a one million dollar portfolio it
could result in missing out on more than $3,000,000 over a 25-year period.

Exhibit 7: Difference in Annualized Returns and the Growth of $1 Million in the
S&P 500 vs. an Average Equity Fund Investor Over Different Time Periods

0,
15% B S&P 500 Index
Average Equity Funds Investor
$1,382,842
1
3.29% $10,098,770
10%
)
1.84%
$1,263,916 $6612245 |
5%
0%
3 years 25 years

Source: “Quantitative Analysis of Investor Bebavior, 2018, DALBAR, Inc. www.dalbar.com.
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Which scenario and asset allocation make the most sense for you?

There is no one right answer for everyone—only the answer that’s right for you. If portfolio growth is your primary
objective, a portfolio with 100% equity might make the most sense.

However, if you want to maintain purchasing power with less volatility, then a 70%-equity and 30%-bond allocation
may be more appropriate. Determining your primary objective can help you decide which asset allocation is best for

your needs.

Planning Your Retirement With Fisher Investments

Still have questions? Not sure what’s best for you? Need help getting started? We've
helped thousands of investors—each with unique goals and objectives—plan for
retirement. Call Fisher Investments at 800-568-5082 to find out how we can help
you achieve the comfortable retirement you've been working and saving for.*

*For qualified investors with $500,000 or more of investible assets.
Investing in securities involves the risk of loss. Past performance is no guarantee of future results. M.01.188-Q3180802
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Facts About Fisher Investments to Compare With Your Current Adviser

Fisher Investments

Your Investment Adviser

Your portfolio is tailored to your specific needs, taking
into account your investment objectives, time horizon
for the assets, cash flow needs and other factors specific
to you.

You get proactive service from your own Investment
Counselor, who will keep you up-to-date on your
portfolio and on track towards your goals.

You have the opportunity to meet the actual people
making investment decisions through in-person events in
various formats.

Your portfolio is managed by a team with over 130
combined years of industry experience.

Your firm’s Chairman wrote for Forbes for over 30

years and continues to write for USA Today and the
UK’s Financial Times. He has also written 11 books on
investing and wealth creation—including four New York
Times bestsellers.

You get a disciplined approach to your investment
strategy that goes beyond just stock picking.

You can take advantage of global investing opportunities
with our significant experience investing domestically
and overseas.

You won’t be limited to a single style of investing (like
“growth” or “value”) as we can shift our strategy based on
our forward-looking view of market conditions.

Your annual management fee is competitive and
transparent, and helps align our incentives with your best
interests.




Fisher Investments
5525 NW Fisher Creck Dr., Camas, WA 98607
800-568-5082
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