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It Doesn’t Require Magic

* Retirement calculators create a plan — a financial forecast
¢ Based on assumptions, current fact and future projection.
¢ Rely on the accuracy and precision of their input
¢ Subject to the error and uncertainty of the assumptions, predictions,
... and the tool used to create it.

Some tools are better than others,
and some are worse.




“The goal of forecasting is not to predict the
future, but to tell you what you need to know to
take meaningful action in the present.”

Paul Saffo

Six Rules for Accurate Effective Forecasting
Harvard Business Review,

July-August 2007, 122-131

Accumulation / Decumulation
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Goals

* Enough money to live comfortably in retirement

* Travel

* Toys

* Gifts
* Family
 Charity
* Legacy

How Retirement Calculators Work

e Account for the net accumulation of your assets
* Income
* Expenses
e Gains / Losses

Interest / Dividend

* Taxes

* Predict and project a future value per year

e Caution — Some show future value in current dollars
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How Retirement Calculators Work (2)

e Combine expected available assets and returns per year and subtract expected
expenses, RMD’s and taxes to determine sufficiency

* Few account for Order of Withdrawal — Large effect on taxes and residual estate
* How to withdraw
* How much
* In what order

* Taxable — Regular Investment Accounts
* Tax Deferred — Retirement Accounts
* Tax Exempt —Roth
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Default Order of Withdrawal

e General Rule of Thumb Withdrawal Order

e Taxable
e Tax Deferred
* Tax Exempt

* RMD’s - Higher Withdrawals from Tax Deferred Later in Retirement

* Lower Taxes Early in Retirement
* Higher Taxes Later in Retirement
* Higher Total Taxes — Lower Residual Estate*

* May depend on your Tax Bracket and amount in your Tax Deferred accounts
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Modified Order of Withdrawal

* Tax Modified Order of Withdrawal
* Tax Deferred - To the Limit of Your Tax Bracket
* Taxable
* Tax Exempt

* RMD’s — Will be Lower Later in Retirement
* Higher Taxes Early in Retirement
* Lower Taxes Later in Retirement
* Lower Total Taxes — Higher Residual Estate*

* May depend on your Tax Bracket and amount in your Tax Deferred accounts
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Input Data
Knowns (Controlled) Unknowns (Uncontrolled)
* Retirement Age
* Current Age * Spouses Retirement Age
* Spouse’s Age * Length of Retirement
* Current Income e Future Marital Status
e Current Savings e Future Health
¢ Current Investments » Future Expenses
¢ Current Expenses e Future Income
e Current Debt e Future Debt
¢ Current Investment Returns ¢ Future Investment Returns
e Inflation
12
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Unknowns Can Lead to Error

* Retirement Age

Life Expectancy
* Expenses

Portfolio Allocation and Size

Inflation

Investment Return

13
Complexity
* Income and Expenses change every year
* Value of money changes over time
* No financial outcome or decision stands alone
* Income affects taxes
* Taxes affect spending
¢ Social Security benefits and retirement accounts affect Taxes
* Withdrawals affect assets
* All of this happens among the milestones and changes that life
brings.
2021 Economic Security Planning, Inc 14
14

6/25/2021



Rules for Retirement Calculator Use

* Never Assume Complete Accuracy

* |lterative — Long Term Process

e Small Errors Compound into Big Errors
* Test Multiple and Varied Scenarios

* Use Results as a Guide

* Look for Corroboration

15

Types of Retirement Calculators

* Free
* Purchased
* Consumer / Professional

* Online
* PC / Mac Applications
* Spreadsheet (Excel) based

16
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Key Attributes

e low
e Medium
* High

* Modeling — Future Investment Returns
* Simple - Projected Return Rates
* Historic Return Rates
* Monte Carlo

* Detail and Fidelity — Type and Amount of Input Data Required

17

Detail and Fidelity

* Low
* Dozen input fields or less using summarized investment accounts
¢ Simple fixed or average future rate of return
* Requires just a few minutes

* Medium
¢ Additional data input fields
¢ Multiple investment accounts and assets
¢ Allows one-time financial events or irregular income or expenses
* Requires 10 — 15 minutes
* High
¢ More data input fields and options
¢ Social Security and Tax calculations
¢ Allows for comparison of multiple scenarios
¢ Potentially several hours to collect, input and analyze results

18
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Modeling Investment Returns

* Average Returns
e Simplest
¢ Does not reflect the impact of volatility
* Overly simplistic
* Historical Returns
¢ Uses actual market data on the performance of asset classes
¢ What would have happened in the past
* Will the market really repeat itself as it had in the past
¢ What historical starting point do you base your model on?
* Monte Carlo

¢ Average return accounting for standard deviation

¢ Requires expertise in choosing necessary mathematical
parameters

e Artificial randomness may not mimic the real world accurately
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Calculator.net

https://www.calculator.net/retirement-calculator.html
Web

Low Fidelity

History — Average

$0

20

20
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moneychimp

http://www.moneychimp.com/articles/randomness/retirement_odds.htm

Web

Low Fidelity
History — Historical
$0

21
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msn | money

https://www.msn.com/en-us/money/tools/retirementplanner
Web

Low Fidelity

History — Average

S0

22

22
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Financial Mentor

https://financialmentor.com/calculator/best-retirement-calculator

Web
Medium Fidelity
History — Average

$0

23
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Personal Capital

https://www.personalcapital.com,

24
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smartasset

https://smartasset.com/retirement/retirement-calculator

Web
Low Fidelity
History — Average

$0

25

25

Fidelity Investments

26

26
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T Rowe Price

https://www.troweprice.com/usis/advice/tools/retirement-income-calculator

Web

Medium Fidelity
History — Monte Carlo
$0

27
https://retirementplans.vanguard.com/VGApp/pe/pubeducation/calculators/RetirementNestEggCalc.jsf
Web
Low Fidelity
History — Monte Carlo
$0
28

28
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cFIREsim

https://www.cfiresim.com/

Crowdsourced FIRE Simulator
Web

Medium Fidelity

History — Historical

S0

29
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FIREcalc

https://www.firecalc.com/

Web
Medium Fidelity
History — Average, Historical, Monte Carlo

S0

30

30
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FIREcalc

https://www.firecalc.com/

31
https://i-orp.com/Plans/index.html
https://i-orp.com/Plans/extended.html

32
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i-ORP Extended

https://i-orp.com/Plans/extended.html

33
https://www.bogleheads.org/forum/viewtopic.php?p=1405885#p1405885
http://www.bogleheads.org/wiki/Retiree Portfolio_Model
https://www.dropbox.com/s/s4i85jch4nc4dge/Retiree%20Portfolio%20Model%20v21.1.xIsm?dI=0
Excel
High Fidelity
History — Average
$0
34
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Pralana Gold

https://pralanaretirementcalculator.com,

http://www.bogleheads.org/wiki/Retiree Portfolio_Model
https://www.dropbox.com/s/s4i85jch4nc4dge/Retiree%20Portfolio%20Model%20v21.1.xlsm?dI=0

Excel

High Fidelity
History — Average
$99

35
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Flexible Retirement Planner

https://www.flexibleretirementplanner.com/wp/planner-launch-page/

Java Application

High Fidelity

Model — Average and Monte Carlo
$0-$20

37
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Flexible Retirement Planner

38
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OnTrajectory

https://www.ontrajectory.com/

https://www.ontrajectory.com/guides/guide112.html
https://www.choosefi.com/ontrajectory-review,

https://www. esexy.com/ontrajectory-review-love-child-excel-cfiresim-calculator,
https://www.getrichslowly.org/ontrajectory-retirement-calculator,

Online

High Fidelity

History — Historical, MonteCarlo
$5 / month - $50 / year
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MaxiFi Planner

https://maxifiplanner.com,

Web

High Fidelity

History — Average, Monte Carlo
$99 - $139

https://financialanalystinsider.com/maxifi-planner-review/

https://thewealthcircle.com/maxifi-reviews/

https://www.bogleheads.org/forum/viewtopic.php?t=223851
http://www.theretirementcafe.com/2019/05/going-it-alone-with-retirement-planning.html
https://www.advisorperspectives.com/articles/2019/04/22 /the-major-technology-breakthrough-to-guide-portfolio-choice

https://support.maxifi.com/support/solutions/articles/35000157621-how-does-maxifi-differ-from-my-current-financial-planning-tool-

40
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MaxiFi Planner

41
41

https://www.newretirement.com/retirement/planner-signup/

Web

High Fidelity

History — Average, Monte Carlo

$0, $96, $396,  $99

42
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New Retirement

43
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eMoney Advisor

Fidelity Wealth Technologies
Web
High Fidelity

https://planvisionmn.com,
$189

44
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eMoney Advisor

45
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https://incomestrategy.com,

Web

High Fidelity
History —?
$20/mo $50/mo

Professional Version:
IncomeSolver
$1,900/yr

Social Security Solutions
SSAnalyzer

IncomeStrategy

¢ Income Management
¢ Asset Allocation
¢ Asset Location
¢ Rebalancing
¢ Tax Minimalization

e Withdrawal Strategy
¢ Sequencing
¢ Coordination
¢ Roth Conversions

Social Security Optimization
Medicare

Health Spending

Variable Spending

46
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IncomeStrategy

Withdrawal Sequence

Withdrawal sequence is about how you should “tap” your
retirement savings. It is identifying the proper order,
appropriate account, specific holding and the right amount
to liquidate from the assets you hold in your 401k,
Traditional IRA, Roth, Annuity, CD’s etc.... There may be
significant advantages to tapping more than one account at
atime.

How do people get it wrong?

Unfortunately, some people will draw from whichever
account, whenever they want and ignore the implications —
we call it the “Willy Nilly” strategy. Others may rely on a
financial advisor who defaults to “conventional wisdom”
which suggests you should tap and fully liquidate in this
order: 1. Taxable 2. Tax Deferred 3. Tax Exempt. Sadly, this
will expose the retiree to significant and unnecessary tax
exposure. You can do better.

47
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Resources

The Best Retirement Calculators

Online Retirement Calculators - What each does well, and where
they fall short

8 Ways Online Retirement Planning Is Superior to That Printed
Report Stashed Somewhere in Your Desk

Is Financial Planning Software Incapable Of Formulating an
Actual Financial PLAN? - Michael Kitces

Bogleheads® retirement planning start-up kit
The Best Retirement Calculator
Going it Alone with Retirement Planning Software

The Major Technology Breakthrough to Guide Portfolio Choice

5 Reasons Retirement Calculators Can’t Be Trusted

The 10 Best Retirement Calculators

.

https://www.caniretireyet.com/the-best-retirement-calculators/

https://www.thebalance.com/retirement-calculator-reviews-4061796

http://www.aaii.com/computerized-investing/article/8-ways-online-retirement-planning-is-
superior-to-that-printed-report-stashed-somewhere-in-your-desk

https://www.kitces.com/blog/is-financial-planning-software-incapable-of-formulating-an-

actual-financial-plan/
https://www.bogleheads.org/wiki/Bogleheads%C2%AE_retirement planning_start-up kit

https://www.theretirementmanifesto.com/best-retirement-calculator,

http://www.theretirementcafe.com/2019/05/going-it-alone-with-retirement-planning.html

https://www.advisorperspectives.com/articles/2019/04/22/the-major-technology-
breakthrough-to-guide-portfolio-choice

https://financialmentor.com/retirement-planning/how-much-money-do-i-need-to-
retire/retirement-calculators-2/17130https://financialmentor.com/retirement-planning /how-
much-money-do-i-need-to-retire/retirement-calculators-2/17130

https://www.newretirement.com/retirement/best-retirement-calculators/
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More Resources

Infinite Retirement Calculator

WealthTrace

Motley Fool Retirement Planning

The Best Retirement Calculator Review — | Review 26 In One Day
Retirement Withdrawal Strategies

Tax-savvy withdrawals in retirement

https://eis271828.blogspot.com/2010/08/infinite-retirement-calculator.htm!

https://www.mywealthtrace.com

https://www.calcxml.com/calculators/retirement-planning ?skn=606

https://chiefmomofficer.org/2018/07/02/i-slogged-through-26-different-retirement-calculators-
will-what-i-learned-surprise-you-calculatormountain,

https://retirewire.com/retirement-withdrawal-strategies

https://www.fidelity.com/viewpoints/retirement/tax-savvy-withdrawals
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