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FDCC MEMBERS COMMENT ON
THEIR RETIREMENT EXPERIENCES
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“CALL ME BACK

HOW'S RETREMENT | SATeR.TmTo0
GOINGY




EXPECTED &
ReALITY

B}



https://flickr.com/photos/bjornmeansbear/4305366199
https://creativecommons.org/licenses/by-sa/3.0/

AFTER RETIREMENT
SURPRISES
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BEFURE

RETIREMENT
EXPECTATIONS
V5. REALITIES

0 ldidn’t retire from -1
retired to.

0 Loss of social
contacts.

2 | was retired. My

friends were not.
0 | never cleaned up 2
storage rooms.




RETIREMENT,
UNDERRALED!

“Much easier to
deal with
grandkids than
grumpy judges and
unreasonable
lawyers.”
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FROM FULLY
ENGAGED
TG
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Fully engaged in retirement - seamless transition

- spouse or friends to share experiences

- qood health
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WHO'S BURED!

Love the spontaneity of the

“Friends still working want to
know what 'm doing."




USING SKILLS T0
SERVE OTHERS
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Fdcc members learn (o
deal with curve balls

"Rest easy, you've qot the tools
and you've seen a lot in this lite

already.”
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Taking control of your retirement s

Defining and pursuing the life you want

Seminar and Insurance Sales Presentatia

Presented by

The De Marco, McCarthy & Florio Group
Anthony M. Florio, CFP®, CRPC®, CPWA™

March 9, 2022
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Merrill offers a broad range of brokerage, investment advisory (including financial planning) and other services. There are important differences between
brokerage and investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties.
It is important to understand the differences, particularly when determining which service or services to select.

Investing in fixed-income securities may involve certain risks, including the credit quality of individual issuers, possible prepayments, market or economic
developments and yields and share price fluctuations due to changes in interest rates. When interest rates go up, bond prices typically drop, and vice versa.
Bond portfolio laddering does not reduce market risk, and the principal and yield of investment securities will fluctuate with changes in market conditions.

This material should be regarded as general information on Social Security considerations and is not intended to provide specific Social Security advice. If you
have questions regarding your particular situation, please contact your legal or tax advisor.

Merrill, its affiliates, and financial advisors do not provide legal, tax, or accounting advice. You should consult your legal and/or tax advisors before making any
financial decisions.

All contract and rider guarantees, including optional benefits and any fixed or index-linked investment option crediting rates or annuity payout rates, are backed
by the claims-paying ability of the issuing insurance company. They are not backed by Merrill or its affiliates, nor does Merrill or its affiliates make any
representations or guarantees regarding the claims-paying ability of the issuing insurance company.

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment products sponsored, managed, distributed or provided by
companies that are affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of
BofA Corp. Merrill Lynch Life Agency Inc. (“MLLA”)is a licensed insurance agency and a wholly owned subsidiary of BofA Corp.

Investment products offered through MLPF&S and insurance and annuity products offered through MLLA:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value
. Are Not Insured by Any Are Not a Condition to Any
Are Not Deposits Federal Government Agency Banking Service or Activity

© 2021 Bank of America Corporation. All rights reserved. | MAP3444282| 324104PM-0221
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Let’s start with your concerns

O

Will Social
Security run out
of money?

»

What happens
if | start a
second career
in retirement?

16

»

How do
my spouse’s
benefits
affect me?

-

Will the amount
of my check
change over time?

» »

Will my When should
benefits change | start
in the future? collecting?

Do | have to pay taxes
Q on my benefits?

MERRILL€§.
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Consider the risks you need to address in your plan

Longevity Risk

WithdraWat s Fisk

Market Rrisk:

Sequence of Returns
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Think about how long retirement may last

Chance of one person in a 65-year-old married couple living until...

e 2 w7 w100

~
25% \ 10%

Chance Chance

50%

Chance

Source: Chief Investment Office, Portfolio Analytics calculations based on Society of Actuaries, 2012 Individual Annuity Mortality Tables, Basic.
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Ask yourself how much you can withdraw each year

Over 10%

o

Source: Merrill “The Meaning of Sustaining Wealth” survey, December 2013.
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The actual number depends on a range of factors

The 4% rule
is not universal.

“Many in the industry advocate the ‘4% rule,
which states that clients can realistically
afford to spend 4% of their wealth each year.

7

We find this rule overly simplistic. What we
believe is more nuanced guidance regarding
the rate at which a retiree can sustainably
spend. This is critically dependent on a
client’s age and risk tolerance. Thus, we
believe there is no one-size-fits-all guidance
for spending rates.”

Chief Investment Office

Asset allocation
Marital status
Age/Gender
Market performance
Current savings
Family history

Inflation

Source: Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.
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Chief Investment Office guidance on sustainable
spending rates

Achievable spending rates?

Current
age
55 3.32%
60 3.62%
65 4.02%
70 4.57%
75 5.36%
80 6.23%
85 7.53%
oruccess |9
iZ:;ildoefnce High

3.67%
3.95%
4.34%
4.86%
5.65%
6.54%

7.86%

90%

Moderate

4.64%

4.90%

5.25%

5.74%

6.49%

7.36%

8.64%

75%

Low

Life expectancy
(age)

90
90
91
92
93
95

98

The achievable spending rate is the
maximum initial share of wealth that you
can spend while attaining a desired
probability of success.

The probability of success measures the
likelihood that you will be able to spend
according to plan without exhausting
your wealth.

Spending is assumed to rise each year
with inflation.

The equity allocation is the allocation that
supports the achievable spending rate.

The life expectancy is the assumed age
of death.

Source: Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.
See slide 30 for important notes on the methodology used in the achievable spending rates. This research is referenced here and on slide 18.
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Consider how inflation may affect your lifestyle

Average annual inflation rates: 2011 — 20201

Other lodging away from home
including hotels and motels

Housing (Fuels & utilities)

Admission to movies,
theaters & concerts

Food away from home
Medical care
Prescription drugs

Hospital services

All items 1.75%

Jo31%

Healthcare Expenses .

1 Bureau of Labor Statistics, U.S. Department of Labor, “Inflation & Prices: All Urban Consumers, Consumer Price Index,” www.bls.gov/data/ (accessed February 12, 2021).
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http://www.bls.gov/data/

Don’t forget about the timing of market performance

Client 1: Client 2:
Down market at Down market
the end initially
Assumptions Year 1 24% -20% -
Year 2 18% -8% {/_}
e S1 million
Year 3 14% -6%
* Average rate o o .
of return: 5.2% Year4 12% 4% Accumulation:
¢ Composition: Years Fe i While saving
50% StOCkS, Year 6 6% 8%
50% bonds Year 7 4% 12%
* Nodistributions Year 8 -6% 14% The Order Of
Year 9 -8% 18%
ear ° ° your returns
Year 10 -20% 24%

has no impact

Value at end of

These charts are illustrative only. They do not reflect the return of any particular investment. Investment returns will vary. This is not based on actual performance.
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Poor returns while withdrawing impacts
long-term wealth

Client 1: Client 2:
Down market at Down market
the end initially

Assumptions Year 1 24% -20%

Year 2 18% -8%
e S1 million
Year 3 14% -6%

* Average rate o o .
of return: 5.2% Year4 12% 4% Retirement:

¢ Composition: Years H S While spending
50% stocks, Year 6 6% 8%

50% bonds Year 7 4% 12%

* Distribution: Year8 6% 14% Negative returns
$50,000 annual Year 9 8% 18% . _
withdrawal early in retirement

Year 10 -20% 24%

can rapidly deplete

Value at end of .
Source: Merrill Insured Solutions.

These charts are illustrative only. They do not reflect the return of any particular investment. Investment returns will vary. This is not based on actual performance.
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A disciplined approach starts with your goals
and priorities

12

[T

Help pursue my
passions and
interests

=

Maintain my
lifestyle in
retirement

ASPIRATIONAL

IMPORTANT
Dining Out, Travel,
Grandchild’s Education

ESSENTIAL

Healthcare, Housing, Food, Clothing,

Transportation

MERRILL&S,
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And helps you align your portfolio to your priorities

Systematic Withdrawal Plant

ASPIRATIONAL

Fixed Income Bond Ladders or

Certificates of Deposit

IMPORTANT
Dining Out, Travel,
Grandchild’ i
Predictable Income from
Social Security and Pensions

ESSENTIAL

2
Healthcare, Housing, Food, Clothing, Guaranteed? Income
Transportation from Annuities

1 A Systematic Withdrawal Plan is one where you regularly draw down a percentage of the portfolio to provide income; and then regularly rebalance assets to a
targetallocation based on client risk profile and time horizon.
2 Guaranteed income may be based on purchasing an optional benefit that is available for an additional cost. Withdrawals under the optional benefit may be
taken only while it is in effect, and they are determined by, and subject to, the optional benefit’s terms and conditions. MERRILL m
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Not all income sources are the same

=~ (®
How does it address @

retirement risks

N

Longevity?

Withdrawal?

Inflation?

Sequence of Returns?

14

Flexibility of each
income source

N

How important is liquidity?

How important is investment
flexibility and growth?

How important are
guarantees?

What are the costs?

MERRILLm.
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Systematic Withdrawal Plan

Balanced portfolio

Annual
withdrawal?

55

60

65

70

Probability of
success

Level of
confidence

3.32%

3.62%

4.02%

4.57%

95%

High

Sustainable withdrawal rates

/,’
s’ . -
g Current age Achievable spending rates!
td
7’
’
’

3.67%

3.95%

4.34%

4.86%

90%

Moderate

Life expectancy

(age)

90
90
91

92

1 Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.
See slide 32 for important notes on the methodology used in the achievable spending rates. This research is referenced here and on slide 11.
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Bond ladders

13 years 3-yr bond matures; reinvest in 10-yr bond ‘
Continue to
reinvest as

|

12 years F bond

2-yrbond mat res; reinvest in 10-yr bond COlL e matures
reinvest as

11 years u e

Continue to matures
reinvest as
1-yr bond matures; reinvest in 10-yr bond bond
matures

3 years

2 years

1year

Example is for illustrative purposes only.
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Predictable income from Social Security

Full
Retirement Age
(Age 67)

® Reduced benefits e o—— |ncreased benefits ——e

Source: Social Security Retirement Benefits, SSA Publication No. 05-10035, January 2021.
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Lifetime income from annuities

Annuities are long-term investments designed to help meet retirement needs.

@ Predictable income, @
allowing you to plan ahead

Client makes Client receives
* M o
payment to Guaranteed™ for life, income stream,
insurance regardless of market performance or a lump sum
company
Tax-deferred

accumulation of earnings

*All annuity contract and rider guarantees, or annuity payout rates, are backed by the claims-paying ability of the issuing insurance company. They are not backed by Merrill
or its affiliates, nor does Merrill or its affiliates make any representations or guarantees regarding the claims-paying ability of the issuing insurance company. Annuity
contracts have exclusions and limitations. Early withdrawals may be subject to surrender charges, and, if taken prior to 59 1/2, a 10% additional federal tax may apply.
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Annuities can offer potential for more
efficient income

AL 8 pooling ris
AL %
A T come o each amnutant.
A \

And guarantee that income for life

MERRILLﬁ.
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Hypothetical case study

8 8 ASPIRATIONAL

e Mark and Emily, married
* Both age 65

* Emily is retired and Mark is IMPORTANT
working with income of $150,000 $50,000

e $2.2 million in assets

e Conservative investors and
wo_rrled abo.ut funding their ESSENTIAL
retirement lifestyle

$100,000

The case studies presented are hypothetical and do not reflect specific strategies we may have developed for actual clients. They are for illustrative purposes only
and intended to demonstrate the capabilities of Merrill and/or Bank of America. They are not intended to serve as investment advice since the availability and
effectiveness of any strategy is dependent upon your individual facts and circumstances. Results will vary, and no suggestion is made about how any specific solution
or strategy performed in reality.

20

Annual income

target:
$150,000
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HypOthetlca| case StUdy (continued)

Annual income

target:

8 8 $150,000
LNV .YR  Social Security:

* Emily retired at 63 with reduced $55,000
Social Security benefits Gap:

* Mark plans to retire this year with IMPORTANT §95,000

reduced Social Security benefits $50,000
* No pension income

ESSENTIAL

$100,000

21 MERRILL&S,
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Hypothetical case study (continued)

Scenario 1

Use a Systematic Withdrawal Plan (SWP) from $95 K
a balanced portfolio of investments

Income Gap

As previously noted, our Chief Investment Systematic Withdrawal
Office guidance for a 65-year-old is that an Plan (SWP) Only
achievable spending rate at a 95% probability Year 1
of success is 4.02%!
Withdrawal
Amount Income
rate
Over time, review ongoing progress regularl
going prog J y SWP $2.2M 4.02% S88K

with your advisor and potentially make

adjustments, depending on performance of the
investments and your actual withdrawal rates.

S7K shortfall

1 Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.
See slide 32 for important notes on the methodology used in the achievable spending rates. This research is referenced here and on slide 11.
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Hypothetical case study (continued)

Scenario 2

Use an SWP to provide income for discretionary
expenses that you can more easily modulate up

or down based on market conditions

-+

incorporate a guaranteed income stream from
an annuity to help cover essential expenses

Over time, review ongoing progress regularly
with your advisor and potentially make
adjustments, depending on performance of the
investments and your actual withdrawal rates.

$2.2M

Investable Assets

Disciplined Retirement Income
Planning Process using a SWP + Annuity

Year 1

Withdrawal
Amount Income
rate
SWP S1.3M 4.02%? S52K
Annuity  S900K 4.73%?2 S43K

S95K total income

1 Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.
See slide 32 for important notes on the methodology used in the achievable spending rates. This research is referenced here and on slide 11.
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Our goals-based approach

Help pursue my
passions and

Systematic Withdrawal Plan? .
Review

interests
Fixed Income Bond Ladders or
IMPORTANT Certificates of Deposit m
Dining Out, Travel,
Grandchild’s Education R_/
Maintain my Predictable Income from
lifestyle in Social Security and Pensions
retirement ESSENTIAL 2
Guaranteed2Income REVISe

Healthcare, Housing, Food,
Clothing, Transportation from Annuities

Understanding
your goals

Aligning with sources of income Staying on track

24 MERRILLm.
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Let’s start a conversation

| Ask questions now,
call, or come see us

Think about your
[Q retirement lifestyle goals

@ Schedule time to discuss

how we can help you

25

Anthony M. Florio, cFre, crPc®, cCPWA™

Senior Vice President
1.781.741.2548
Anthony florio@ml.com
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Analysis based on Chief Investment Office, Portfolio Analytics, of Jan. 2021, "Beyond the

4% rule: Determining sustainable retiree spending rates”

Important notes on methodology used for the “Achievable spending rates” analysis

The achievable spending rate is the maximum initial share of wealth that a client can spend while attaining a desired “probability of success.” The probability of
success measures the likelihood that a retiree will be able to spend according to plan without exhausting her wealth. Spending is assumed to rise each year
with inflation. The equity allocation is the allocation that supports the achievable spending rate. The analysis builds on assumptions outlined below regarding
market risk, returns and mortality to provide guidance crafted to reflect age and spending needs. The analysis was created by leveraging our goals-based asset

allocation analytics tool. This research is referenced on slides 9 and 16.

Assumptions
Strategic asset allocations Asset class assumptions
All Fixed . Moderately Moderately . All
Income  COMSEMVAVE (i cervative  MOderate Aggressive Aggressive Equity Asset class
HH 0, 0, 0, 0, 0 ) 0,
Equities 0% 26% 43% 59% 74% 88% 98% U.S. Large Cap Growth
U.S. Large Cap Growth 0% 7% 12% 17% 21% 25% 29%
U.S. Large Cap Value
U.S. Large Cap Value 0% 8% 15% 19% 24% 28% 31% Y "
U.S. Small Cap Growt|
U.S.Small Cap Growth 0% 1% 1% 2% 2% 3% 3%
U.S.Small Cap Value
U.S.Small Cap Value 0% 1% 1% 2% 2% 3% 3%
International
International 0% 6% 10% 13% 17% 20% 22% Developed Equity
Developed Equity
Emerging Markets
Emerging Markets 0% 3% 4% 6% 8% 9% 10%
U.S. Government
Fixed Income 98% 58% 55% 39% 24% 10% 0%
U.S. Mort;
Governments 28% 17% 16% 12% 7% 3% 0% orteages
Mortgages 24% 12% 13% 10% 6% 2% 0% SES (el 2L
Corporates 25% 17% 16% 13% 8% 3% 0% USD High Yield
High Yield 6% 3% 3% 2% 2% 2% 0% International Fixed
Income
International Fixed 15% 9% 7% 2% 1% 0% 0%
Income Cash
Cash 2% 16% 2% 2% 2% 2% 2%

Inflation: 2%

27 Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021.

Geometric
Return (%)

8.1
8.9
9.3

9.6

6.3

5.8
3.1
3.6
4.2

5.3

33

24

Arithmetic Arithmetic
Return (%) Volatility (%)
10.1 21.3
10.3 17.8
11.9 24.5
11.5 21.1
8.6 22.5
8.8 26.1
3.3 5.1
3.7 6.0
4.4 6.7
5.7 9.1
34 4.1
2.4 1.7
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