
A DIRE OUTLOOK
Since the 1980s, pensions began to be replaced by 401(k) individual savings  

accounts. This started a seismic shift of American workers with potentially little 

to no investment management experience being required to shoulder the risk 

and burden of funding their own retirement futures. This generation is now  

less than a decade from retirement with approximately 47% less saved in their 

retirement accounts than the older boomers, according to a recent study by  

Boston College’s Center for Retirement Research.

Now, in light of recent market volatility, one of the longest bull markets in  

history has come to an end, leaving a devastating impact on investors’ savings.  

A research firm, Spectrem Group, estimated that the United States was home  

to a record number of millionaires at the beginning of 2020: 11 million. By  

March 20, 2020, at least half of these individuals saw their net worth slide  

back to six figures. 
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THE IMPACT OF THE SEQUENCE 
OF RETURN RISK
Further compounding today’s  

retirement challenges, another  

critical factor to consider for those at 

and near retirement is market timing. 

Once income distributions start from 

a portfolio, protecting from significant 

losses plays an even greater role in 

the portfolio’s longevity than average 

returns. This concept, known as  

sequence of return risk, shows that 

even if a major loss is followed by 

significant gains, this growth is often 

not enough to stay whole once income 

distributions start.

According to data gathered by Morningstar, here are the chances of a portfolio 

lasting after a 25% loss while taking 4% annual income distributions:

Assumes the dollar amount of the initial withdrawal is adjusted for inflation. 

Probabilities based on randomized, simulated returns.  

Data: David Blanchett, Morningstar

...in the 30th year of retirement 75%

65%...in the 20th year of retirement

55%...in the 10th year of retirement

47%...in the 5th year of retirement

41%...in the 1st year of retirement

Coronavirus has brought  

to light many systematic  

weaknesses, from the economy 

to healthcare. Another area  

that is in jeopardy that  

financial experts have been 

warning against for years? 

THE AMERICAN  
RETIREMENT  
SYSTEM.

THE RESULTS? 
The earlier this major loss occurs during retirement, the greater the odds 

become of running out of money, with only a 41% chance of a portfolio lasting 

throughout retirement if this loss occurs in the first year of retirement.

CORONAVIRUS: 

DEVASTATING RETIREMENT  
DREAMS FOR AMERICANS



If the 4% income was taken out during this market downturn, 

instead of a 33% rebound, it would then require almost a 41% gain 

just to remain whole! 

Any investment that is seeking that type of annual return can  

expect significant risk and volatility to get there. Plus, as income 

distributions continue to come out each year, the amount of gains 

needed to recover grows increasingly more difficult.

Source: Bloomberg: “Coronavirus Shock is Destroying Americans’ Retirement Dreams.” March 26, 2020
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PLAN TO SUCCEED
With all these factors combined, the need for working with a  

knowledgeable financial professional perhaps has never been greater for 

those wanting to reach their retirement goals. By seeking out a plan that 

helps to limit losses before they become catastrophic and focusing on 

the most important ROI—reliability of income—you can start to overcome 

these many obstacles and take back control of your retirement future.

THE POWER OF LOSSES
Why is the impact of losses so 

devastating, particularly early 

in retirement? In this event of 

losing 25%, it would require 

a 33% gain just to get back 

to even—If no income was 

removed during that time.  

By taking the same amount  

of annual income when a  

portfolio is down, it is a higher 

percentage of the total  

balance, depleting the assets 

faster than they can recoup.

IS RETIREMENT ON HOLD?
During the Great Recession, Americans age 65 and older started working 

longer. The number of those who did so during that time was the highest 

since Medicare was conceived in the 1960s. However, today, seniors  

age 60 plus are not only enduring significant lifestyle changes during  

quarantine, but many are facing a difficult decision. Do they potentially 

risk their health to work part-time jobs and delay retirement? Or, do they 

reduce their standard of living to fit within the means of Social Security?

$1,000.000 Original investment

-$250,000 -25% loss

- $40,000  Annual income (what was a 4% distribution is now 5.3%)

=$710,000  Remaining balance


