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Should You Take More or Less Risk in
Retirement? 

How should we think about risk in a client’s portfolio during
retirement? Consider an investor converting their retirement annuity
into a living annuity. They want to draw steady monthly income to
cover life, hoping that the money lasts 20-30 years or more. 

It’s important to consider multiple asset classes and the role each
plays in a post-retirement portfolio as well as how money is
withdrawn. For example, assume a R10 million portfolio with R750,000
per year for expenses. Over this period, equities returned 12% and
bonds returned 8%, however, bonds had a lower volatility of 9%
compared to equities which had a 16% volatility. The investor is
faced with a choice of three portfolios: 

• The first option holds only bonds 
• The second option holds only equities 
• The third option holds 15% bonds and 85% equities 

The bond allocation in the third portfolio is used for withdrawing
money out of the portfolio.  



In this example, the multi-asset portfolio beats the single asset
portfolios by at least R1.25 million over 30 years. By tapping
bonds first, equities compound for longer. These examples
illustrate how asset allocation plays out in retirement scenarios,
and how asset classes’ strengths could help to build better
portfolios. 
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