
Stock Market 
JitterS?
Retirees alarmed by the turbulent stock market 
can take steps to protect their savings, financial 
planners say. 
By Kathleen KelleheR

Millions of older AMericAns Are worried About 

outliving their Money — And with good reAson. 

Add todAy’s roller-coAster stock MArket to the Mix 

And people checking their retireMent sAvings cAn be 

whipsAwed by eMotions.          
With Americans living longer than ever, more and more people are fitting that profile. 

The U.S. Census Bureau reported in 2011 that the country’s over-90 population had tripled 
since three decades earlier. At last count, Americans over 90 made up 4.7 percent of the 
population, a figure expected to climb to 10 percent by 2050.

When Social Security was created in 1935, retirement age was 65, but many people 
didn’t live long enough to draw on it, or died shortly after 65. Today, if people retire at 65, 
or work to, say, 70 — just living to 90 leaves 20 or 25 years with no income beyond that 
generated by Social Security and investments.

With medical advances and improved health, advisors address fears about outliving 
funds head on. “Planning conversations I have with my clients are separated into two 
groups,” Jonathan Foster, president and CEO of Santa Monica–based Angeles Wealth 
Management, explained in an email. “‘Will I outlive my money? And will the money my 

children inherit ruin them?’ The first is more worrisome and the more important one to 
address.”

What, then, is the best strategy for seniors?
“My advice is always to cut your living expenses to the bone, cut your investment 

costs to the bone, minimize your taxes and invest in the lowest-cost index funds,” said 
Larry Russell, an independent financial advisor based in Pasadena. Russell urges caution 
in working with financial planners who take an annual percentage of your assets for 
management fees, calling them industry parasites.

For example, Russell said, an advisor charging 1 percent to actively manage $1 million 
will earn $10,000 a year. But fees can top even that: clients who pay such a “percent of 
assets fee” to a manager may pay additional fees for actively managed high-yield funds. 
That creates a double whammy of corrosive excessive investment fees, he said, which over 
time will drag down a client’s returns. “The most reliable thing investors can do to improve 
their long-term risk-adjusted net returns is simply get the myriad of industry hands out 
of their wallets,” said Russell. “Investing in a passive index portfolio is the only way to 
go,” said Russell. “Risk tolerance tends to drive what percentages clients should have in 
stocks, bonds and cash.” Stocks have historically outperformed bonds in the long run 
and followed an upward trend since the 1920s. But market volatility is “the new normal,” 
Foster said. The Dow Jones Industrial Average keeps breaking record highs alternating 
with market lows. And new technology is changing the game — ubiquitous smartphones 
make the latest economic news much more accessible, which is triggering quick, emotional 
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market reactions. Add to that the impact of high-frequency traders (HFTs), who use their 
millisecond advantages to make quick profits at the expense of everyone else. 

It’s enough to give older investors a huge headache, so some pros advise shutting off the 
constant flow of information. “My advice to all investors is to stop looking at the market 
every day and stop watching CNBC,” Foster said. “Pick a good advisor. Set an investment 
plan, review it quarterly and assess your progress.” 

Indeed, retirees are more likely to feel their financial security is threatened when the 
market does what it’s supposed to do — fluctuate, said Kate Hewell of Carlsbad-based 
Hewell Financial Group, who works part-time in Pasadena. And fear-driven decisions are 
unwise — sometimes pushing investors to sell at the bottom. “Timing the market is not a 
strategy that has any kind of historical precedents of working,” said Hewell. “When a client 
says, ‘I have lost 10 percent of my portfolio and I want out,’ I tell them to sit tight... Our job 
is to keep folks from being reactive and [encourage them to] stick to their plan, which boils 
down to keeping them invested and not allowing them to jump in and out.” 

Jumping in and out generates costs and fees. Then there is the issue of when to get back 
in. So risk tolerance is one of the most important criteria in designing a plan, financial 
advisors agree. 

How much risk should seniors tolerate? That depends on their assets. Retirees on a fixed 
income with limited assets typically avoid high-risk investments. But a 70-year-old man can 
accommodate more risk if he has, for example, $5 million in diversified assets and is still 
drawing an annual salary of $250,000 with no intention of retiring.

Beyond that, risk tolerance is highly individual — and can even vary within a household, 
so spouses are best interviewed separately, said Hewell. “What I often say is your risk-
tolerance questionnaire is only as good as the person interpreting it,” she explained. “When 
you put a questionnaire in front of people, they all come out moderate.”

Whether they’re 30 or 70 years old, investors’ answers typically result in a risk rating 
of 60 percent stocks and 40 percent bonds, she said. Women tend to be more conservative 

than men. So the challenge is putting together an investment plan comfortable for both, if 
dealing with a couple, said Hewell. “I ask open-ended questions like. ‘How would you feel 
if you have a $100,000 IRA and it was down 15 percent? Would you be comfortable with 
it?,’ Your risk profile should not be created using computer-driven allocation models, even if 
they ask many risk-tolerance questions,” Foster explained. People tend to be more rational 
when they’re filling out a questionnaire than they are when they’re reacting to an actual 
market drop. An investment advisor who knows you well will be better at assessing your 
actual risk tolerance.

“The ability to accept risk is as much emotional as it is age-related,” said Foster. 
“Spend time with your advisor designing an investment strategy that is both sound and 
makes you comfortable. If things happen in the market that make you uncomfortable, 
then it is time to reassess.”

A standard industry recommendation is that the percentage of stocks in your 
portfolio should be 100 minus your age; e.g. a 65-year-old would invest in 35 percent 
stocks and 45 percent bonds with the rest in cash. The goal is to reduce volatility in your 
portfolio, because senior investors can suddenly need substantial cash and be less able to 
wait out a down market. 

This is the formula — not the ideal — because the future can’t be told, financial 
planners say. No one knows how long he or she will live, or what unexpected expenses 
may occur in a given year. The best approach is to plan for a longer-than-expected life.

Much longer. 
“I run all my financial plans to [age] 100,” said Hewell. “When I explained this to one 

couple, 71 and 68, respectively, they told me, ‘No, Kate, we have a plan. When we get 
really old, we are going to hold hands and walk onto the [railroad] tracks.’ People do not 
anticipate they will live a long time.” 

Clients tend to underestimate their life span by about seven years, she said. Yet one 
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client just celebrated his 100th birthday by jumping out of a plane with his grandsons, 
she added. Whatever your expectations about living to 100, smart financial strategies can 
make the journey more secure and still allow for adventures. She advises all her clients 
60 years and older to buy long-term-care insurance for what she calls the “wild card” — 
expensive medical or home care for disabling afflictions like Alzheimer’s disease. 

Foster’s advice to older investors is to mitigate the risks by working longer, spending less 
and saving more; exploring long-term-care insurance and longevity insurance; and looking 
hard at fixed-cost living options in senior-centered housing. “I personally plan to retire five 
years after my death!” he added.

Anxiety about the stock market has prompted some risk-averse older investors to 
explore annuities, which provide steady lifetime income, but at a cost. An annuity is a 
contract between an investor and an insurance company. A lump sum in a single premium 
or series of payments is paid to the insurance company. In return, clients receive regular 
disbursements, either immediately or at some later time. The purpose of annuities is to 
provide a steady flow of income payments during retirement for one’s lifetime until death. 

The payment stream depends on the investor’s age and interest rates. For example, 
$100,000 invested in a single-premium immediate annuity would earn $558 a month for 
a 65-year-old man; a woman the same age  would receive $535 (because she’s statistically 
likely to live longer and receive more payments). Upon death, the remaining balance of the 
annuity goes to the insurance company, not the heirs, which can be a problem for parents 
and grandparents. An annuity with protection against inflation is preferable, according to a 
February New York Times “Your Money” column.  

“Potentially, annuities have a role, in particular if a person has not saved enough for 
retirement,” said Russell. “The portion of the annuity pool who lives to 90, 100 or past 100, 
if the annuity pool and insurance company are reliable and held together, they get a very 
good deal. They get peace of mind and a regular check for a long time.”

But for seniors who die early or shortly after buying an annuity, it is not the best choice. 
People who buy annuities get paid out from a combination of their original investment and 
the investments of those in the annuity pool who have died already. 

“Yet even if a person lives to 100, they might have come out ahead had they retained 
and invested the assets,” said Russell. “It all depends on how they were invested, how much 
they needed to withdraw to live, how they acted when difficulties hit and how markets did 
over the span of their retirement. Those who retained their assets might have a big pile to 
will to their heirs or they might have run out of money some years back.” 

Other disadvantages include high fees and tying up money you might need sooner, 
planners say. “When proper net-value analysis is done for average–life span persons, the 
conclusion would be that retaining assets to invest rather than annuitizing would have a 
higher dollar value,” Russell said.

Foster said he does not advise older clients to buy annuities. “Most annuities are high-
commission [products], sold by stock brokers and insurance brokers. Buy no-load, low-cost 
bond funds.”

Likewise, Hewell is not a fan. “The two things I tell clients is that the fees are generally 
twice as expensive as a general investment, one for insurance and one for investment. As 
a growth investment, annuities are terrible. As a guaranteed income source it is valuable. 
Anytime there is a volatile market, people turn to annuities.” 

But older Americans with a solid investment plan who cut costs and delay drawing 
on Social Security until 70 (or as long as possible) should not be unnerved by market 
fluctuations. Said Hewell: “I tell people to sit tight and bring them back to the plan to 
achieve goals we set forth.” Like having enough income to make it to life’s final leg.  |||
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