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Financial expert explore how increasing stock exposure over time could lead to
more sustainable retirement income and better inflation protection.

As retirement approaches, investors enter the critical “retirement red zone” – the decade
before and after retirement. This period demands a careful reassessment of investment
strategies to ensure financial stability and peace of mind. Dana Anspach, CEO and founder
of Sensible Money, offers valuable insights into managing portfolios during this crucial
time, challenging traditional wisdom and proposing innovative approaches.

Rethinking Traditional Strategies
Anspach challenges the conventional “100 minus age” rule for determining stock
allocation, arguing that it may lead to overly conservative portfolios in later years. Instead,
she proposes more nuanced approaches that consider both financial goals and emotional
factors.

In her recent paper published in the Investments and Wealth Monitor, Anspach compares
three distinct strategies:

1. 100% Equity Until Retirement: An aggressive approach aiming to maximize returns
but carrying significant volatility risks.

2. The Wind Down Strategy: Gradually selling equities during market upswings to build
an “income ladder” of bonds, balancing growth and stability.

3. The Bond Tent: A conservative approach increasing fixed-income allocation as
retirement nears, offering a buffer against market volatility.

The Rising Equity Glide Path: A Fresh Perspective



Building on these strategies, Anspach discusses the concept of a rising equity glide path in
retirement, popularized by Michael Kitces. This approach involves a counterintuitive
increase in equity allocation as one progresses through retirement.

The strategy begins with a “bond tent” approach, rapidly reducing equities and building up
bonds near retirement. As retirement progresses, these bonds are consumed for living
expenses, naturally increasing the proportion of equities in the portfolio.

Benefits of Rising Equity Allocation
1. Inflation hedge: Equities are considered one of the best hedges against inflation,
outperforming traditional hedges like gold in the long term[1].

2. Natural progression: As fixed income is consumed and equities potentially grow, the
portfolio naturally shifts to a higher equity percentage over time[1].

3. Longevity protection: A higher equity allocation in later retirement years can provide
growth potential to sustain a longer retirement.

Balancing Financial and Emotional Factors
Anspach emphasizes that there’s no one-size-fits-all approach to retirement investing. The
key is understanding the trade-offs of different strategies and choosing one that aligns
with personal goals and risk tolerance.

The discussion also touches on the psychological aspects of retirement planning. As people
transition into retirement, emotions and deep-seated behaviors around money can
surface, sometimes leading to fear-driven decisions. Anspach stresses the importance of
being prepared for this “art” side of retirement planning, acknowledging that it’s not
always pure logic that drives financial decisions.

Key Takeaways for Successful Retirement Planning
1. Understand the methodology: Be clear about why you’ve chosen a particular
portfolio structure and what outcomes to expect under various market conditions.

2. Focus on cash flow: Shift from pure return maximization to ensuring consistent cash
flow in retirement.

3. Consider behavioral factors: The ability to stick with a strategy during market
turbulence is crucial for long-term success.

4. Avoid benchmarking against broad market indices: Personal portfolios have



unique cash flow needs that differ from indices like the S&P 500.

5. Maintain flexibility: As retirement landscapes evolve and life expectancies increase,
be prepared to adapt strategies as needed.


