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Accumulation:
before 2008, 14
-based investment portfolios, 264
disability risk and, 178
efficient frontier, 259
market downturns and, 55
programmatic, 60
purpose of, 251
before retirement, 224
Accumulators, 59
Adaptive approach:
financial security and, 70
surplus risk and, 90
Advanced life deferred annuities (ALDAs),
129-130
Advice model, 3
Advisor/client relationship. See Sustainability
Advisory fees:
account balances and, 46
asset-based, 49
decumulation stage and, 55
economic value and, 56, 57
personal interaction and; 73
for underfunded clierics, &+
Age/funded status,asset =llocation and:
essentials, lifestyle, or both, 107
generally, 103-104
individuals close to 100 percent funded,
108-114
investing, 104-105
investment risk, 105-107
overfunded individuals, 108
underfunded individuals, 107-108
Age-related cognitive decline:
client health/circumstances, 182-183
cusp of retirement speech, 187-188
fluid/crystallized intelligence,
181-182
longevity expert interview, 183-187
risk of, 7, 171
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Age(s) of clients. See also Generations; Life
expectancy
old age issues, 67, 171 (see also
Age-related cognitive decline)
portfolio risk and, 130
spectrum of, 59-60
ALDAs. See Advanced lif= d=ferred annuities
(ALDAs)
Allianz Life Insuranc=Company of North
America, 1
Alzheimer’s d.sezsc. See also Dementia
family tcudency, 188
lorigevity‘and, 183
leng term care and, 177, 178-179
Amcrican Savings Education Council. Don,
83
Annuities. See also Fixed immediate annuities
“annuity puzzle,” 75
client age and, 233
downside of, 67
immediate, 90, 128, 231
“life-only,” 76
longevity risk and, 22-23
proactive strategy for, 129
purchasing of, 87
size of, 234-235
target replacement income and, 75
Annuitization:
deferring. see Deferred annuitization
defined, 250
hurdle (see Annuity hurdle)
of income stream, cost of, 265-270
timing of, 127-130
Annuity contracts:
funded ratio and, 87
market prices and, 85-86
Annuity factor, 221
Annuity hurdle:
funded status and, 22, 127-128
longevity risk and, 249
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Annuity hurdle (Continued )
in nominal terms, 270
staying above, 131
using an, 262-263
Anxiety levels of clients:
addressing, 85
affluent pre-retirees, 73-74
central concern and, 91
counterproductive behaviors and, 64
financial crisis and, 71
forecasts and, 17-18
impoverishment in old age, 67
injudicious spending and, 44
Aon Consulting, 212
Artisan investor archetype, 165-166
Asset(s). See also Human capital
private property as, 15-16
tallying up current, 87-88
Asset allocation:
age, funded status and, 103-114
market segments and, 219
optimal (utility maximizing), 261
portfolios, 118
risk measure choice and, 240, 241
Asset-based fee, 49
Asset class return/inflation assumptions, 210
Attentiveness, 4
Atypical investor, providing for, 217-213,
221
AUM. See Fee-based (AUM) busin¢se model
Automatic contribution, 60
Automatic funding (saving) p:ogram, 92

Baby boom/baby boomicrs:
approaching retiz¢ni=it, 40
demographics and, 28
outliving one’s money and, 34
over-consumption by, 31

Baker, Dan, 131

Bandura, Albert:

Bandura moment, 64-65
career highlights, 191
self-efficacy presentation, 7, 192-202

Bear Stearns failure, 64

Behavioral finance, 41, 68

Benchmarking, 131

Bequests, 76, 250

Bishopp, Bob, 149, 151

Bishopp, Kevin, 64, 191

Bond markets, 219

Budget. See Spending plan
Buffet, Warren, 233

Capital markets:
modern, 15
optimism/pessimism about, 71-72
planning period and, 238
realities of, 3
risk and, 262
Carstensen, Laura L., 183-187
Carter, Charlene, 139-140
Cash-flow matching model, 260
Cash-flow risk:
accounting for aversion to, 256
investor’s aversion to, 251
objective function and, 269
CEGWorldwide, 146
Centenarians, 31
Chevalier de Méré, 229
Children:
education-tapics'and, 153
roadman +ailoring and, 154
Client ¢ nalyzer tool, 67-68
Cli<nt ngagement:
generally, 144-145
learn, plan, implement, review, 145
rediscovering your client, 145-147
Client Engagement Roadmap:
adapting the, 153-154
benefits of using, 72-73, 158-159
client’s research agenda, 152-153
education topics and, 153
example, 155
generally, 148-149, 151
goals-based report and, 151-152
introducing clients to, 157
personal asset liability model and, 6
practice using on yourself, 154-157
prioritizing/tailoring, 154
by quarter, sample, 150
review of, 152
topics populating, 151
value of, 62
Client relationship/management:
new vs. traditional approach, 158
opinions of clients, 151
Client segmentation:
adaptive clients, 45-46
advisors on, 58-59
age spectrum and, 59-60
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aim of, 57
conversations with clients, 52-54
engaged clients, 45
feasible clients, 44-45, 48-50
funded status and, 50, 52
generally, 43-44
matched with advisor, 46
objective assessments and, 54-56
successful advisors and, 56-57
urgency about, 46-48
Cognitive decline. See Age-related cognitive
decline
Cohorts, 231, 232
Communication, investor archetype and:
artisans, 165-166
guardians, 164-165
idealists, 167, 168
rationals, 167, 168, 169
Statman on, 163-164
Complexity risk, 181
Conference calls, rapid-response, 63—64
Confidence. See Self-efficacy
Confidence surveys. See Retirement
Confidence Survey (RCS)
Consistency, 209
Consumer Financial Protection Bureau,
16
Consumption goals, 250
Contingent claims, 87
Conversations with clients. See alsc
Language
generally, 52-53
happy-face conversatior, §2
in-between conversation,H4
sad-face conversation, 53-54
Counterparty risk:
annuity purchase and, 22, 87
defined, 230
insurance company and, 75, 85-86
Crash of 2008. See also Financial crisis
Crash of 2008:
as catalyst, 11
as equalizer, 13-14
Crisis. See Financial crisis of 2008
Cross, Craig, 162, 182-183
Customer intimacy, 74

Darling, Alistair, 16
Dashboard. See Economic recovery

dashboard

Davis, Ilene, 93-94, 175-176
DB. See Defined benefit (DB) plan
DC. See Defined contribution (DC) plan
Decomposition of risk. See Risk
decomposition
Decumulation. See also Modern portfolio
decumulation
accumulation contrasted with, 224
client segmentation and, 46
for a couple, 227-228
disability risk and, 178
efficient frontier, 260
longevity risk and, 225, 235
purpose of, 251
risks/bad news and, 55
Default risk, 90
De Fermat, Pierre, 239
Deferred annuitizatisa. Sce also
Annuitization
combined wifi. o her assets, 129-130
deferring £o-ever, 87
forecasce«' benefits of, 56
inferimed decision and, 79-80
Defined benefit (DB) plan, 38-39
Defined contribution (DC) plan:
shift of employers to, 38-39
sponsors, 220
Dementia. See also Alzheimer’s disease
advanced age and, 183, 188
age-related decline and, 171
normal aging vs., 184, 185, 186
prevalence of, 181-182
Demographics, baby boom, 28
Deterministic planning models, 238
Dienst, Austin, 66
Disability income insurance:
disability risk types and, 178
future income and, 176-177
long-term care insurance and, 179,
180
Discount rates, 88
Discovery:
agreement, sample, 147-148
rediscovering your client, 145-147
Discretionary time. See Work-leisure ratio
Diversification, 234-235
Dot-com bust, 63
Dow Jones, 146
Dueker, Michael, 66
Duke University, 220
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Dynamic allocation strategies:
annuitization hurdle and, 263
cash-flow risk and, 260-261
decumulating portfolios and, 264
longevity risk and, 249

Earnwork, 33
Economic climate. See also Financial crisis
as external factor, 142
regional/local economy, 135, 153
Economic literacy, 72
Economic recovery dashboard:
communication approach, 62-63
seven items in, 65-66
Education topics, 153
Efficacy beliefs. See also Self-efficacy
centrality of, 194
emotional well-being and, 200
and how people think, 195
instilling, 194-195
motivation and, 197
Efficient markets hypothesis, 15
Einstein, Albert, 61
Emotional well-being, 200-201
Employee Benefit Research Institute (EBRI),
83,92,171-172, 189
Employer-sponsored retirement. See also
Pensions
burden placed on, 35
DB and DC plans, 38-39
Pew Center on the States arialvus,
39-40
wages and, 34
Employment, 72. See s Tiuman capital
End-of-horizon weéaltiigoal. See
Annuitization hurdle
Entitlement programs. See Medicare; Social
Security
Equity:
equity market and, 221
markets, 219
ERISA, 21
Escape from Hunger and Premature Death,
The (Fogel), 32-33
“Essential” expenses, 87
Essential spending, 82, 107
Estate planning, 152
Estate spending, 82
Expected shortfall, 247

Expected value of ending wealth, 215-216

Expenses, categorization of, 82-83

Ezra, Don, 8, 76-77, 83, 187-188,
223-236

Failure, risk of. See Monte Carlo simulation;
Shortfall risk
Family stewards, 59
Fan, Yuan-An, 8, 74-75, 203-220
Fears of clients. See Anxiety levels of clients
Federal Reserve, 163
Fee-based (AUM) business model, 43
Fees. See Advisory fees
Financial advisor. See also Good advisory
practices/good advice; Sustainability
characteristics of successtul, 56-57
financial crisis and, 5
made not born, 121
relationship dynarzics and, 27
Financial asset<. Se> Assets
Financial.crisis:
of 2006 1 -ee Financial crisis of 2008)
advisory‘business and, 62
assuniptions and, 4
be¢havioral finance and, 68
catalyst in, 16
coping strategies, 194
employment and, 72
markets and, 15
opportunity and, 2-3
Financial crisis of 2008. See also Crash of
2008
advisor’s business and, 61, 71-73
Bandura moment, 64-65
impact on individual, 66-71
minutia of, 64, 66
rapid-response calls and, 63-64
systemic-failure perspective, 64
talking about, 65-66
Financial cycle. See Personal financial cycle
Financial planning:
mismeasurement of risk in, 77
negative reaction to, 70
tools, brief history of, 237-238
Financial products, complexity of, 41
Financial security:
assumptions and, 3—4
real conversations about, 3
Financial sustainability. See Sustainability
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Fixed immediate annuities. See also Annuities
defined, 230
desirable feature of, 233-234, 236
risk analysis, 229-233
Flexibility/liquidity:
forecasts and, 70
importance of, 67
Focus-group sessions, 66
Focusing on right thing, 24-25
Fogel, Robert, 32-33, 40
401(k) plan:
human capital and, 88
most common DC plan, 38
rollovers, 152
Social Security and, 175
403(b) plan, 38
457 plan, 38
Fourth Estate, 16
Framework. See Personal asset liability
model
Free-market capitalism, 15
Fullmer, Richard, 8-9, 87, 90, 120,
237-247,249-271
Funded ratio:
drop in, factors causing, 90
managing client’s, 89-91
plan feasibility and, 91
reasons to use, 81-82
and surplus, defining, 89
Funded status. See also Age/funded status,
asset allocation and; Pers¢rar acset
liability model
adaptive process and, 24
asset allocation and.-195+=114
client analyzer t¢al and, 67-68
client segmentation and, 52
determining (see Funded status,
determining)
financial security and, 50
future and, focus on, 24
future liabilities and, 199
improving, 101-103
motivation and, 199
portfolio risk and, 130
present value assets/liabilities, 63
risk preference and, 23
seeing the client and, 74
Social Security reduction and,
174-175

Funded status, determining:
assets, tallying current, 87-88
calculation of, 22
expressed as percentage, 81
funded ratio, choosing a, 81-82
funded ratio and surplus, defining, 89
retirement liabilities, assessing, 85-87
spending plan feasibility and, 82-85
Future:
focusing on, 24, 148
savings, overstating, 92

Gardner, Grant W., 8, 55, 74-75, 81,
115-116, 203-220

Generations, 35, 40. See also Age(s) of
clients; Centenarians: Children;
Grandchildren

Georgia State Universiwy. 212

Gifts, 250

Glide path, evaluation of. See also
Humar-<ap:tai model/glide path;
Russeir’s glide path

expacted-value of ending wealth, 215-216

gnerally, 214-215
probability of failing to achieve wealth
target, 216
shortfall measure, 216-217
Glide path to target-date fund, 218-219,
222
Global financial crisis. See also Financial
crisis
client relationships and, 72
financial recovery and, 71
Goals:
explicit, 198
level of challenge and, 199
motivation and, 197, 198
subgoals and, 199-200
temporal proximity and, 198-199
Goals-based reporting, 130-132. See also
Annuity hurdle
Gombaud, Antoine, 239
Good advice, characteristics of:
attentiveness, 141-142
contingencies and, 140-141
generally, 6
holistic nature, 140
implementation and, 141
suitability/understanding, 140-141
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Good advisory practice. See also Financial target date glide paths, 207
advisor wealth at retirement formula, 205-206
client engagement (see Client engagement)
external factors, 142-143 Idealist investor archetype, 163, 164, 167,
generally, 133-134 168
good advice (see Good advice, IFA. See Independent advisors (IFA)
characteristics of) Immediate annuity, 90, 128, 231
good practices (see Good practices, Income. See also Retirement income
characteristics of) in lifetime, spending and, 34
integrity, 143-144 loss of future, 176-177
Good practices, characteristics of: stream, cost to annuitize, 265-270
economy, regional/local, 135 as yardstick in retirement, 8, 224
efficiency, 136, 137-138 Independent advisors (IFA), 136
leadership team, 134-135 Ineffective Habits of Financial Advisors: And
marketing and, 138 the Discipline to Break Them (Moore),
measurement of success, 138-139 72,139
regional command, 135-136, 137-138 Inflation:
Gordon, Doug, 66 default risk and, 28
Grandchildren: funded ratio and, 2&
education topics and, 153 uncertainty 2vout, 209, 210
roadmap tailoring and, 154 Inheritance$7
Great Recession, 173 Institute ©f Winancial Planning, 137
Greene, Kirk, 56, 62 Institat ondl clients/pension plans, 68, 69-70
Greenwald, Mathew, 62, 67,172, 173 Institusionalizing of client-service process, 73
Greenwald and Associates, 171-172 Lasu-able risks, other:
Guardian investor archetype, 163, advisor interview on, 177-181
164-165 health-care expense, 177
loss of future income, 176-177
Harvard University, 220 Insurance. See also Disability income
Health-care costs. See also Long-te~in care; insurance; Life insurance; Long-term
Medicare care insurance
in final years of life, 31-32 decisions, classic guiding principles, 251
as insurable risk, 177 Insurance companies. See also Fixed
out-of-pocket, 32 immediate annuities
Helpingadvisors.cém, 4,62 counterparty risk and, 85-86
Hill, Russ, 62, 140 “Estate event,” 188
Home equity, 91-92 in risk transfer business, 240
House/home. See Owner-occupied real estate  Integrity, 143-144
Human capital: Interest-rate swap, 230
declining over time, 105-106 Investment risk:
defined, 87, 221 funded ratio and, 90
delayed retirement and, 89 longevity risk and, 250, 257-258
as future savings, 87, 88 Investments, traditional, 67
notes regarding, 88 Investor archetypes:
portfolio decisions and, 8, 220-221 communication and. see Communication,
Human-capital model/glide path: investor archetype and
essence of approach, 204-205 generally, 6-7, 161
human capital/financial wealth, 206-207 men/women, temperaments and, 163
liquidity/illiquidity and, 205-207 personality temperaments and, 161-164

savings risk/bonds, 207-208 temperament, determining, 168, 169-170
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Investor income, 209, 210
Involuntary retirement, 92

Jobless recovery, 72

Kahneman, Daniel, 41

Keirsey, David, 162

Keirsey temperament sorter, 162
Keynes, John Maynard, 262

Language, 69-70. See also Conversations
with clients
Lehman Brothers failure, 64
Leisure. See Work-leisure ratio
Lert, Randy, 79, 104-105
Liabilities:
assessing retirement, 85-87
other considerations, 93-94
Life expectancy:
at age 65, 28-29, 30
centenarians, 31
mortality/mortality table, 224-225,
236
outliving one’s, 86
percent reaching 65, 30
standard deviations and, 229
Life insurance, 86, 176
Lifestyle:
desired, wealth relative to, 4
essentials and, 107
planning, 1-2, 69-70
spending and, 18, 80, 82, 93
“Living bequest,” 76
Living standards. See Standird of living
Lizee, Joe, 66
Locke, John, 15-16
Long Bright Future, A (Carstensen),
183
Longevity:
expert on, 183-187
increase in, 28-31, 34, 35
investment aspects of, 8
self-insuring, 76
uncertainty of, 30, 41
Longevity pooling, 20
Longevity risk:
annuities and, 22-23, 249
approaches to managing, 250-252
eliminating, 90
emotional goal and, 17

investment aspects of, 76-77, 257-258
pooling, pensions and, 20
self-insuring, 128
standard of living and, 19
Longevity risk, investment aspects. See also
Modern portfolio decumulation
fixed immediate annuities, 229-234
generally, 223-225
longevity distributions, 226-229
size of annuity needed, 234-235
Longevity swap, 230-231
Long-Term Capital Management, 63
Long-term care. See also Alzheimer’s disease;
Dementia
expenses, 172
as insurable risk, 177, 173-181
Long-term care insurance, 177
Loyalty, “bridges of > 143

Managing Your Sirn’s 401 (k) Plan (Smith),
92
Market conditions. See Poor market returns
Market ne:
e'de niic approach to, 138
roadmap as tool for, 159
Markowitz, Harry, 251
maslansky luntz + partners:
optimistic language and, 62, 70-71
process approach and, 68
three important ideas, 69-70
Mass customization, 74
Matching assets to liabilities. See Personal
asset liability model
Mathew Greenwald & Associates, Inc., 62,
67,173,189
McKinsey & Company survey, 73-74
Mean-variance (M-V) optimal portfolios,
259
Mean-variance optimization, 251
Medical expenses, 172
Medicare. See also Health-care costs
confidence in, 173
as insurable risk, 177
low-risk individuals and, 189
“means testing,” 32
premiums, 36
Men:
longevity distributions for, 226-227, 228
temperaments and, 163
Metric. See Funded status
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Mismeasurement of risk. See Modern
portfolio decumulation; Risk
decomposition

Modeling tools:

brief history of, 237-238
proliferation of, 8-9
Modern portfolio decumulation:
alternative investment approach, 77-78
cost to annuitize income stream,
265-270
cumulative returns, 254
different measure of risk, 252-256
failure and, 262-263
framework for (see Portfolio decumulation
framework)
generally, 9, 249-250, 263-264
longevity risk management approaches,
250-252
objective function/lifetime portfolio
decumulation, 264-265
real returns, 252
real wealth per dollar, 255
Modern portfolio theory, 251
Monte Carlo simulation:
asset classes used, 246-247
crossover ranges, 241-242, 244
economic conditions and, 270
hypothetical assumptions, 246
illustrations, 241-244
magnitude of failure and, 240, 242
methodology disclosures, 245-247
minimum-risk portfolio, 243-244
popularity of, 256
probability of failuze ond 238
systematic withd-awalplan and,
251-252
total failure risk, 243

Moore, Steve, 2, 62, 64, 72, 139, 146, 147,
148, 191

Morgenson, Gretchen, 16, 141

Mortality/mortality table, 224-225, 236,
266

Mortality risk, 86

M-V. See Mean-variance (M-V) optimal
portfolios

Negatives, focusing on, 24

New client management approach, 158
New York Times, 75

Nocera, Joe, 141

Obama, Barack, 16

Objective function for lifetime portfolio
decumulation, 264-265

Obligations. See Liabilities

OECD. See Organisation for Economic
Co-operation and Development (OECD)

One-advisor-per-client model, 14

100 percent funded status, 108-114

Organisation for Economic Co-operation
and Development (OECD), 40

Organization of book, 2-9

Overfunded individuals, 108

Owner-occupied real estate, 91-92

Pascal, Blaise, 239
Pension(s). See also Employcr-sponsored
retirement
advantage of, 20-2
employer-sponsorced, 35
Pension Benefit Guarantee Corporation
(PBGC), 29
Pension "u+d Excellence (Ezra), 83
Pensiar Protection Act, 179
Per{onni asset liability model. See also
Funded status
Client Engagement Roadmap and, 6
framework for, 5-6, 62—63
funded status (see Personal asset liability
model—funded status)
generally, 21-22, 23
how much do I need?, 22
investment plan (see Personal asset liability
model—investment plan)
pensions and, 20-21
precision approaches, 25
“process before product,” 68
technical foundation pillars of, 74-78
what should I do?, 23-24
will my money last?, 22-23
Personal asset liability model—funded status:
essence of, 79
funded status (see Funded status,
determining)
other considerations, determining assets,
91-93
other considerations, determining
liabilities, 93-94
retirement reality check, 80
spending plan (see Spending plan)
tax considerations, 80-81
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Personal asset liability model—investment
plan:
annuitization, timing of, 127-130
application of, generally, 114-115
asset allocation (see Age/funded status,
asset allocation and)
examined asset-allocation portfolios, 118
funded status, improving, 101-103
goals-based reporting, 130-132
informed decisions/relevant data,
123-127
poor market conditions, retirement income
in, 116117
portfolio risk and, 130
sustainable retirement income plan,
117-118
withdrawal rate, 115-116
withdrawal rates, hypothetical
performance for, 118-123
Personal financial cycle:
extended view, 35
traditional view, 34
Personal Financial Planning Calendar, 93
Personality temperaments. See Investor
archetypes
Personalization, 154. See also “Tailoring”
Pew Center on the States, 39-40
Pittman, Sam, 79, 81, 86, 115-116
Plan feasibility, 91
Planning, poor skills in, 40-41
Poor market returns/conditions:
retirement income generaticn and,
116-117
spending reduction 2nd, 249, 250
Portfolio:
management, longevity risk and, 251
risk, factors influencing, 130
Portfolio decumulation framework:
annuitization hurdle, using, 262-263
generally, 256-257
investment strategy, illustrating, 259-261
longevity risk into investment risk,
257-258
visualizing, 258-259
Precision, 4
Present-value-of-liabilities calculation, 174
Private property, 15-16
Probabilistic planning models, 238
Probability theory, brief history of, 239
Purchasing power, 85

Quality advice, standards of, 4
Questions/answers:
how much do I need?, 18-19, 22
model of advice and, 3
what can I do?, 19, 23-24
will my money last?, 19, 22-23

Rand research report, 31
Rapid-response calls, 63-64
Rational investor archetype, 163, 167, 168,
169
RCS. See Retirement Confidence Survey
(RCS)
RDR. See Retail Distribution Review (RDR)
“Re-engaging,” 72
Rejection (White), 192-195
Rekstad, Peter, 19, 45, 52
Retail Distribution Revierv (RDR),
136-137
Retirement. Sez.lso Lifestyle
activities/wrork i, 94
age (sez hetirement age)
aniiversary date, 59
contiaence in (see Retirement confidence)
crisis, factors in, 27
cusp of, speech on, 187-188
delayed, human capital and, 89
financial goals within, 250
goals, progress reports and, 131
income (see Retirement income)
involuntary, 92
negative reaction to, 69
plan (see Retirement plan/planning)
reaching as a couple, 30-31
reality check, 80
risks in, 7, 114
time horizon and, 76, 224
Retirement age:
delay in, as trend, 172
earlier retirements, 92
in the fifties, 40
Retirement confidence:
generally, 171-172
in having enough money, 173
long-term care expenses, 172
Medicare and, 173
medical expenses and, 172
Social Security and, 172
Retirement Confidence Survey (RCS), 92,
172
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Retirement income. See also Income

DC plan style and, 60

promised, 35
Retirement plan/planning:

fully funded, 89

increasing complexity in, 41
Retirement Plan Solution (Ezra), 83
Retirement saving. See Savings
Revenue opportunities, 159
Reverse mortgage, 91-92
RIAs, 136

Risk. See also Insurable risks, other; Shortfall

risk
attitude toward, 212-214
cash-flow, 251, 256
complexity, 181
defined, 238, 245
lifetime income and, 251
in retirement, 7
surplus, 90
Risk analysis, fixed immediate annuity:
coefficient of variation for longevity and,
232,233
distribution of cumulative amounts
received, 232
longevity distributions, 229
lump sum payment, 230-231
multiyear distribution, 230
Risk decomposition:
financial planning tools and,
237-238
illustrations, 241-244
implications, 244-245
magnitude of bad cutcories, 256
methodology disclosures, 244-245
probability, magnitade and, 239-240,
247
probability theory and, 239
risk measure and, 238
Risk measurement:
in financial planning, 77-78
mismeasurement and, 245
risk definition and, 238
Risk transfer. See Insurance companies
Ristuben, Erik, 66
Roadmap. See Client Engagement
Roadmap
RP-2000 tables, 30, 226, 227, 231
Russell 3000 index, 41

Russell.com, 66
Russell Investments. See also Target date
funds
Chief Portfolio Strategist at, 79
Financial Professional Outlook, 71
Global Consulting, 83
Helping Advisors initiative, 137
London office, 136-137
Russell Research Viewpoint, 223
Russell’s glide path:
consistency, 209
investor income, 209, 210
risk, attitude toward, 212-214
savings behavior, 210-211
simplicity, 208
target wealth, 211-212
transparency, 208-20%
uncertainty, modelie of, 209, 210

Santa Clara Uni versity, 62, 68
Savings:
behavior 210, 211
buiden on, 35
chni dence in, 173
for debt repayment/retirement, 34
future, overstating, 92
future, qualification of, 93
lower rates of, 35-36
simple/powerful solution, 74-75
Schulz, Howard, 143
Second-to-die, longevity distributions,
227-228,229
Segmentation:
of advisors, 12-14
of clients, 4-5
Self-efficacy. See also Efficacy beliefs
ability, beliefs about, 195-197
coping efficacy/strategies, 194, 200
defined, 191
development of, 7
emotional well-being and, 200-201
famous speaker on, 64
generally, 192-195
life choices and, 201-202
motivation and, 197-200
rejection and, 193
resilience and, 192-193
Self-Efficacy: The Exercise of Control
(Bandura), 191



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

Index 295
Shalton, Marlene, 94, 136-137, 146-147 Spending plan:
Shalton, Richard, 137 approaches to (see Spending plan
Shenocca, Andrea, 66—67 approaches)
Shiller, Robert, 15 creating a, 154, 249
Shortfall measure, 216-217 feasibility of, 82-85
Shortfall penalty: self-insuring, 128
penalty/shortfall relationship, 212 Spending plan approaches:
square root of, 214, 216 generally, 94-95
Shortfall penalty functions: helping to build a, 96-97
attitude toward risk and, 212-214 and investment plan, solving
bad outcomes and, 265 simultaneously, 98
Shortfall risk: replacing paycheck, 95-96
minimum risk and, 243 they know what they need to spend,
movements in market and, 260 97-98
total, 242 Standard of living:
Simplicity, 208 poor market returns and, 250
Simulation models, 238 portfolio managemenrt and, 251
Social Security: reduction of, 24-25
benefits, potentially reduced, 36-38, Stanford University, <4, 148, 191
172-173 Statman, Meir, 7. 62, 68, 161, 162164
benefit statements, 37 Strategic fosus, 135
burden placed on, 35 Success. See also Good advisory practices
challenges facing, 7 of 1irin. ileasurement of, 138
as “compact between generations,” viriables in, 19-20
37 Shrplus risk, 90
cutbacks, 32 Sustainability:
Medicare premiums and, 36 choosing right clients and, 43, 60
payroll tax, 176 diverse disciplines and, 5
uncertainty (see Social Security goals and, 199
uncertainty) meaning of, 117-118
wages and, 34 mutual focus on, 42
Social Security Trust Fund, 37 types of, 3
Social Security uncertainty: as universal concern, 16-18
25 percent reduction, 174=175
fixing Social Sectrity, 175 “Tailoring,” 69, 95. See also Personalization
health issues and, 175-176 Target date funds. See also Human-capital
wealth management and, 171 model/glide path; Russell’s glide path
when to begin claiming, 175 atypical investor, providing for, 217-218
younger clients and, 176 basics, 204
Society of Actuaries, 266 generally, 8, 203, 219-220
Southern Methodist University, 220 glide path, evaluating, 214-217
Specialization. See Segmentation glide path to target-date fund, 218-219
Speculation, 15, 16 human-capital model/glide path,
Spending: 204-208
essential, 82, 107 Tax considerations, 80-81, 96
estate, 82 Technical climate, 142-143
injudicious, 44 Temperament of client. See Investor
lifestyle and, 18, 80, 82, 93 archetypes

working years and, 19, 34 Thaler, Richard H., 75-76



P1: TIX/XYZ
JWBTS572-bind

P2: ABC
JWBTS572-Noonan

296

October 1, 2011

7:20

INDEX

Time diversification of risk, 251

TIPS. See Treasury Inflation-Protected
Securities (TIPS)

Traditional client management approach,
158

Transparency, 208-209

Treasury Inflation-Protected Securities
(TIPS), 247

UK, advisors in, 136-137
UMA Financial Services, 137-138
Uncertainty, 209, 210
Underfunded individuals, 107-108
Underfunded plan:
adjustments to, 89
home equity and, 92
Underserved individuals, 73-74
Uninsurable situation, 180
University of Chicago, 75
University of Texas, 220
U.S. Basic Individual Annuitant 2000 Table,
91
U.S. Bureau of Economic Analysis, 35
U.S. Government’s Consumer Expenditure
Survey web site, 97

VanDerhei, Jack, 173

Warren, Elizabeth, 16

Warren, Jim, 46, 58

Wealth:
building (see Accumulation)
drawing down (see Decuinulation)
expected value of enaing; 215-216
goals, 250, 257
human capital and, 206-207

after retirement, 8, 224
target, 211-212, 216
Wealth-based mean-variance model, 260
Wealth management:
advisor interview, insurable risks, 177-181
client’s impact and, 2
“ecosystem” of needs, 140
future of, 74
reshaping of industry, 3
Weilert, Tom, 178-181
What Investors Really Want (Statman), 161
What Is the Age of Reason? (brief), 181
White, John, 193
Withdrawal rate(s)
hypothetical performance for, 118-123
prudent, for retired investars, 115-116
Women:
financial planning-and, 73
longevity distributieas for, 227-228
temperaments.and, 163
Working togeher approach, 17
Working years:
lifesime income/spending, 34
spenaing during, 19
\7o1k-leisure ratio:
change in, 35
decrease in, 34
Fogel on, 32-33
retirement security and, 34
trend in, estimated, 33

Yale University, 15

Yield curve:
AA investment grade, 91
risk-adjusted, 88
treasury, 91

Printer: Courier Westford



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

297



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

298



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

299



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

300



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

301



P1: TIX/XYZ  P2: ABC
JWBTS572-bind  JWBT572-Noonan October 1, 2011 7:20 Printer: Courier Westford

302



