What is your client’s retirement income strategy?
Is 70 the new 65? Are your clients still planning to retire at age 65 or will they continue working? A significant portion of individuals approaching retirement feel that they will need to continue working to accumulate more savings with which to live out their retirement. Thoughts about retirement income planning is changing as the pension plans and Social Security, which used to provide many clients with the bulk of their income after retiring, become less prominent. Today, advisors and their clients are taking more active roles in planning for and securing income. 
Effective retirement income planning today requires a different approach, consisting of several components:

· Budgeting
· Maximizing income
· Growing income assets
· Protecting retirement income
· Legacy planning

Use a budgeting tool, such as the Lincoln Income Budget Worksheet, to help your clients better understand their income needs and evaluate their potential. A worksheet can provide a necessary higher-level view of a client’s current situation.
Beyond careful budgeting, the next step in this income strategy is to allocate a portion of the retirement income portfolio for the purpose of maximizing income, or making income assets work harder. There are steps to take that may help leverage retirement income to get the maximum benefit and stretch income over a longer period of time.
1. Diversify assets

One step is to diversify assets: by asset type, class and risk level. Doing this helps to spread out risk and may help to lessen the impact of market volatility within a single asset type. For example, assets invested in bonds may weather a drop in the equity markets and help even out your returns.
2. Select relevant products

Consider vehicles with built-in guarantees as well as guaranteed rate floors and step-ups, such as annuities. These products may guarantee a specific increase in account value over time. Be sure to keep long-range goals in mind; also, understand exactly how guarantees work, and that these types of products often have higher fees. Any assets not subject to the guarantee may go down in value. 
3. Dilute income

Another way to maximize income is to “water it down,” either with money from savings or additional income from a part-time business or lucrative hobby. This can help to extend income assets for a longer period of time, which allows an individual to delay the onset of Social Security, potentially increasing their benefit amount. 
Example: A client with $1,000,000 at retirement, who needs $70,000 a year in income from their savings, can expect that income to last 24 years before it runs out (assuming a 5% rate of return and no considerations for inflation, taxes, or fees). Watering that income down with just over half ($36,000) coming from another income source, such as a part-time job, would add another 20 years of income. Now that individual can stretch their income to last 44 years by supplementing their retirement savings with another source of income.

As retirement income planning evolves, Lincoln can help you stay informed and increase the value of your role. We have developed a retirement income presentation to help you talk to your clients about the importance of planning and possible steps you can take together to be prepared. To find out more, visit MyConfidentFuture.com.
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