
03152022-DR-37978 

How Market Cycles Can Impact Retirements 
Sequence of returns can play a role in your overall portfolio. 

 
Provided by Scott E. Holstein, CPA, PFS, CFP® 

 
A thoughtful retirement strategy may help you pursue your many retirement goals. That 
strategy must consider many factors, and here are just a few: your income needs, the order of 
your withdrawals from taxable and tax-advantaged retirement accounts, the income tax 
implications of those withdrawals, and sequence of return risk.  
  
Just what is the sequence of return risk? In brief, it is the risk that market declines in the early 
years of retirement, combined with steady withdrawals, could reduce your portfolio’s outlook.  
 

A recent CNBC article mentioned how sequence of return risk can affect retirement accounts. It 
used a 20-year example – someone retiring in 2000 with $1 million in an account tracking the 
returns of the S&P 500, making withdrawals of $40,000 a year that increased 2% annually in 
view of inflation.  
 

In 2000, a bear market began. The 37% pullback for the S&P 500 that occurred in 2000-02 
would have reduced the $1 million account to about $470,000 by January 1, 2020, the end of 
the 20-year period. The balance reflects the annual withdrawals of $40,000 and the 2009-20 
bull market.1  
 

Now, if the order of yearly returns were flipped, the portfolio would show much different 
performance. At the end of the 20-year period, the retiree would have had more than $2.3 
million in that account after the exact same schedule of income distributions.1  
 

It’s critical to point out that investing involves risk, and past performance does not guarantee 
future results. The return and principal value of stock prices will fluctuate as market conditions 
change. And shares, when sold, may be worth more or less than their original cost. 
 

The S&P 500 Composite Index is an unmanaged index that is considered representative of the 
overall U.S. stock market. Individuals cannot invest directly in an index, and index performance 
is not indicative of the past performance of a particular investment. 
 

In retirement, it is vital to address risk and volatility. You have less time and may have fewer 
opportunities to rebuild your savings.  Fortunately, there are ways to address the challenge of 
sequence of return risk and manage your portfolio risk while looking for opportunities. 
 
Scott E. Holstein, CPA, PFS, CFP® may be reached at 800.458.9330 or info@prudentwm.com. 
www.prudentwm.com 
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information has been derived from sources believed to be accurate. Please note - investing involves risk, and past performance is no guarantee 
of future results. The publisher is not engaged in rendering legal, accounting or other professional services. If assistance is needed, the reader is 
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advised to engage the services of a competent professional. This information should not be construed as investment, tax or legal advice and 
may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor recommendation to purchase or sell 
any investment or insurance product or service, and should not be relied upon as such. All indices are unmanaged and are not illustrative of any 
particular investment. 
 

Securities and investment advisory services offered through Cetera Advisor Networks LLC, member FINRA/SIPC, a registered 
investment advisor. Certain advisory services and financial planning services offered through Vicus Capital, Inc., a federally 
registered investment advisor. Cetera is under separate ownership from any other named entity. Please remember to contact 
Scott E. Holstein's Office if there are any changes in your personal/financial situation or investment objectives for the purpose 
of reviewing/evaluating/revising our previous recommendations and/or services. The information contained in this e-mail 
message is intended only for the personal and confidential use of the recipient(s) named above. If the reader of this message is 
not the intended recipient or an agent responsible for delivering it to the intended recipient, you are hereby notified that you 
have received this document in error and that any review, dissemination, distribution, or copying of this message is strictly 
prohibited. If you have received this communication in error, please notify us immediately by e-mail, and delete the original 
message. This communication is for informational purposes only and nothing herein should be construed as a solicitation, 
recommendation or an offer to buy or sell any securities or product. The information contained herein has been obtained from 
sources believed to be reliable but we do not guarantee accuracy or completeness. Client account information or transaction 
details do not supersede mailed confirmations or account statements which are the only official records containing this 
information. Electronic mail sent through the internet is not secure and could be intercepted by a third party. For your 
protection, avoid sending identifying information, such as account, Social Security, or card numbers to us or others. Further, do 
not send time-sensitive, action-oriented messages, such as transaction orders, fund transfer instructions, or check stop 
payments, as it is our policy not to accept such items electronically.   
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