
Mission Wealth Management, LLC, 1123 Chapala Street 2nd Floor, Santa Barbara, CA 93101 

 

 
Section: Ask S&B 
Date Written: 9/18/09 
NPC #:  40588 
Contact: Brad Stark, 805-690-3901, bstark@missionwealth.com   
 
Title: Wealth Stages of Life 
 
Dear S&B: As I approach retirement, should I view my wealth differently? Fred – Santa Barbara 
 
Whether you plan to our not, as you age, your psychology toward your wealth will either change 
or it probably will need to change. The “accumulation” vs. “distribution” stages of life are 
distinctly different and they often times require alternate perspectives. 
 
During the Accumulation Stage (Pre-Retirement Years) of life, people generally focus on saving 
and growing their “nest egg.” You are trying to figure out how much you will need in order to be 
“done” where you no longer need to work. The investment philosophy in this stage of life can 
many times be very different than in other periods (i.e. more aggressive). Attention is usually 
concentrated on your job and the family. You are building your lifestyle and accumulating 
wealth through savings. For people in this stage of their financial lives, the wealth strategies that 
should be focused in on are: 

 
 Understanding future anticipated “known income sources.” These are usually social security, 

pensions, rental income, bond income, etc. 
 Figuring out future anticipated “known expenses.” These usually consist of mortgage, rent, 

debts, property taxes, health insurance as well as lifestyle desires. 
 Calculating the “nest egg” necessary to fund the expected expense / income gap (if one 

exists) from the above calculations. 
 Determining if additional savings are necessary to accomplish goals. 
 Computing the investment rates of returns that are necessary to create the desired nest egg. 
 Implementing the portfolio that has a likelihood of accomplishing those goals but within the 

risk tolerances that you can handle. For example, if the necessary rate or return is 10% in 
order to accomplish your goals but you are risk adverse, there is a problem that needs to be 
addressed (i.e. save more, decrease goals, increase risk tolerance, combination approach, 
etc.). 

 Purchasing the proper amount of insurance to help protect your ability to “earn” (i.e. life and 
disability coverage). 

 
During the Distribution Stage (Retirement Years) of life, this is when a person primarily lives off 
their savings. The investment philosophy and risk tolerances may be significantly different from 
years past. It is not uncommon for estates to “level” out in value as people consume a large 
proportion of their investment dividends, interest income, and gains to support their lifestyle 
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needs.  For people approaching or living in this stage of their financial lives, the wealth strategies 
that should be focused in on are: 
 
 Are there gaps between “known income” and “known expenses?” If so, they need to 

obviously be filled. Since a “paycheck” is no longer coming in, the “nest egg” needs to be the 
“employer” which is giving you your income. This is a major psychological change for most 
people (it can feel like an invasion of principal). 

 If excess income exists, could those funds be better used for estate planning purposes, family 
gifting, charitable intentions, enhancing lifestyle desires, building the “nest egg” further, or 
addressing risk management needs. 

 If expenses are higher than known income, the investment portfolio must be allocated to fill 
that gap as best as possible to account for current day needs as well as keeping an eye on 
future goals. But be careful, studies have shown that if you pull more than 5% from your 
portfolio each year (adjusted for inflation), your risks of running out of money 20+ years into 
retirement can be rather significant.  

 Where possible, create a financial and investment plan where at least 90% of known 
expenses are covered by known income sources.  This generally gives people the peace of 
mind having their savings provide a monthly “salary” to them. 

 
At the end of the day, you are either adding to savings or withdrawing from them. The 
psychology and implementation plans are often wildly different between the two stages in life. 
The transition between the two can be tough as it requires a change of perspective. A perspective 
a person may have been living for 40+ years. 
 
Questions can be submitted to asksb@missionwealth.com or the authors can be reached at 
www.missionwealth.com. 

Author’s Note:  Brad Stark, MS, CFP, AAMS, CMFC and Seth Streeter, MS, CFP, CEA, Co-
Founders of Mission Wealth Management, LLC, a Registered Investment Advisor. The 
information contained in this article is general in nature and should not be construed as 
comprehensive financial, tax, or legal advice. As with any financial or legal matter, consult your 
qualified securities, tax, or legal representative before taking action. Securities offered through 
National Planning Corporation, Member FINRA/SIPC.  NPC and MWM are separate and 
unrelated entities. Certain statements contained within may be forward-looking statements, 
including but not limited to, statements that are predictions of or indicate future events, trends, 
plans or objectives. Undue reliance should not be placed on such statements because, by their 
nature, they are subject to known and unknown risks and uncertainties. All statements subject to 
change without notice. 

 

 


