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Protecting Your Retirement in a Bear Market
The onset of high inflation for the first time in 40 years triggered a cascade of market events 
and brings up a topic we have not had to talk about for some time: Sequence of Returns Risk.

Sequence of returns risk is still a relatively new concept in the financial advisory glossary. And 
it took a long time before the financial services industry—so heavily focused on accumulation—
took it seriously enough to develop strategies for mitigating it. Many advisors still don’t.

What is it? Sequence risk is the danger that when a market downturn coincides with a retiree’s 
first withdrawals from a portfolio, it weakens the portfolio’s ability to last through retirement. 
Although it is short-lived, it can have long-term implications because the amount withdrawn 
at a loss reduces the opportunity to recover over the long term. In essence, the “magic” of 
compounding return works against you.

What can we do? We can review the impact certain sequences of returns may have on future 
income and design and implement some strategies to adjust accordingly. 

Protect your portfolio

Many of us spend a lot of time worrying about returns, and of course that’s important. But 
mitigating risk is just as important. As investors get closer to the time they will draw from 
their portfolio, they need a structure that’s basically an all-terrain investment vehicle—
simultaneously looking for long-term growth and immediate cash flow. We look at investment 
allocation leading up to and following a retirement date to reduce risk and support an intended 
income level. We do this primarily by structuring a portfolio so that is contains bonds and 
cash equivalent to at least 2 to 3 years of desired income. That said, there are also adaptive 
withdrawal strategies.

Flexible spending

One method of dealing with this risk is to adopt a flexible income strategy similar to that used 
by many non-profit foundations. Instead of a fixed amount of annual income, this strategy 
allows for a withdrawal of a fixed percentage, usually 5%, from the portfolio based on the 
average year-end balance of the previous three years. For example, taking 5% off a portfolio 
valued at $1,000,000 results in $50,000 of income. In many years, that portfolio will continue 
to increase in value above the withdrawal rate. But at some point in time there will be a market 
downturn, and if an investor pulls $50,000 off the million dollar portfolio that has declined 
15% in value (to $850,000), the withdrawal rate is now closer to 6%. This is probably not too 
worrisome for a one-year event, but if an extended downturn occurs, this heightens sequence 
of return risk and the possibility of long-term damage to principal. If instead the flexible 
spending method was adopted, the investor would calculate the average balance based 
upon the ending account value of the last three years and then take 5% of that number. As an 
example, if the last three years had ending balances of $1,000,000, $950,000 and $850,000, 
then the income for that year is $46,667. If the next year the market goes back up and the 
ending balance is $975,000, then the income becomes $46,250. If the market went up yet 
again the next year and the ending balance was $1,100,000, then income for that year would 
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be $48,750. There’s not a huge difference in the amount of income each year, but by using a flexible instead of 
fixed amount, it will protect principal over the long term. 

Flexible retirement dates

Another option is to look for flexibility in the retirement date. Even six months could make a difference with 
sequence risk. Granted, not everyone will be able to do this (or even want to entertain it), but it’s important to see 
the long-term benefit of a relatively short delay. Our intent is to help you attain your goals. Analyzing the impact of 
adjustments to retirement dates and income offers clarity and provides peace of mind.   

It can be challenging to enter retirement in a down market. The time to construct an all-weather portfolio and 
spending plan is well in advance of any market downturn, so we are not reacting to circumstances beyond our 
control. A good financial plan is the basic building block and then that plan is updated as necessary. If you’re 
wondering when to get started, now is a good time. The longer the timeframe, the better we will be prepared. Like 
any journey, small and timely corrections help up stay on course to get to our destination. 

Planning reminder

With the integration of Daryl into the team, we want to remind you that we have the capacity and expertise to 
offer you even more services in the area of financial planning. In addition to creating and updating income based 
retirement plans, we can help with risk management and insurance analysis, cash flow and budgeting, estate 
planning, planning for loved ones, tax awareness and coordination with your other professionals. If you want to 
take advantage of any of these services, simply call or send Daryl an email at dgeffken@dadco.com

Innovations in Health Care Continue
Biogen and Eisai recently announced that their experimental Alzheimer’s drug (called lecanemab, which is an 
anti-amyloid antibody) slowed the rate of cognitive decline of early Alzheimer’s participants by 27% versus a 
placebo over an 18-month period. We think healthcare and biotech are poised to be leaders in the next bull 
market for several reasons.

Drug discovery is completely changing with the availability of genetic sequencing. The first wave of innovation 
used basic chemistry to treat disease. This was followed by the emergence of protein-based therapeutics that 
are able to harness the immune system to treat disease. New technology allows for disease intervention at the 
level of genetic sequencing. Drug developers have found ways to transplant normal genes in place of missing or 
defective ones. This ability leads to highly targeted drugs, gene therapy and RNAi therapeutics. This new wave 
of innovation has led to an increase in the number of novel drugs approved by the FDA. From 2007 to 2016, the 
average was 29 per year. Since 2017, the average has increased to 51 per year. 

Global pharmaceutical companies are also very well capitalized, allowing them to fund their own growth as they 
continue to innovate. Total cash on balance sheets has increased to $197.8 billion for the quarter ending June 30, 
2022, up from $159.2 billion at the end of 2019.

Sources: 

https://www.capitalgroup.com/advisor/insights/articles/4-reasons-health-care-could-lead-the-next-bull-market.html

https://www.wsj.com/articles/alzheimers-drug-slows-alzheimers-progression-in-trial-11664321462?mod=business_lead_pos2

Year-End Reminders
Contributions into retirement plans such as 401(k), 403(b), 457 and SIMPLE IRAs are done on a calendar year 
basis. Employees who want to maximize contributions into these types of plans may need to increase their 
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deferral percentage through the end of the year. All contributions into these types of accounts have to be done 
through payroll contributions. 

Contributions into 529 education accounts are counted on a calendar year basis as well. If you live in a state 
with an income tax that provides deductions for 529 contributions, then those need to be made by December 
31. In Idaho, the maximum state tax deduction is $6,000 for a single filer and $12,000 for a couple filing jointly. 
IRAs, including Traditional, Roth and SEP, have a deadline of the individual’s tax filing date for contributions. 
The ability to contribute to Traditional and Roth IRAs may be limited by income, so consult your tax advisor for 
guidance. 

Gifting and Required Minimum Distributions (RMD) also need to be completed by year-end. Anyone wanting 
all or a portion of their RMD to be done as a Qualified Charitable Distribution should let us know immediately 
if you haven’t already done so. These distributions need to go straight from the IRA to the charity so we need 
time to process checks prior to year-end.

A Note about Texting
Our industry regulations require that systems are in place to monitor and archive all of our written and 
electronic communication (this does not include telephone conversations). Because of this, we have systems in 
place for physical mail and software programs to monitor email communication. The regulation also applies to 
text messaging, and enforcement has been increasing with some severe consequences for advisors violating 
the rule. We want to remind you that we are unable to communicate with you on any business related topic via 
text message unless it is done through an approved channel that allows for monitoring of the conversation. 

Please note, this does not apply to any personal text messages, only those related to your account(s) and 
investing. If you would like to communicate with us via text message, there is an approved way to do so. We 
will send you a text message from a new phone number and you will opt-in to receive text messages from 
that number. This new “contact” should be used for any business related texting. We understand that with 
the prevalence of texting is it possible for you to forget about this regulation and use a personal number by 
mistake. If that occurs, just understand that we will reply with a phone call or email, not to the original text 
message. If you would like to opt-in for business text messaging, please contact Steph by email at sgbrunner@
dadco.com and she will get you set up. Thanks for your understanding.
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Team Tidbits
Brad: 
Summer is over and we are leaning into fall. We had a 
wonderful summer with family, friends and golf. My oldest 
son, Bradley, has conquered remote work. He has been able 
to avoid the hot Austin, Texas, summers and spend time with 
us at the lake. Shariae and I are also blessed to spend the 
summer with Dani and Chase and our granddaughter, Bella! 
Bella is now six months old and has found a special place 
in my heart. Shariae had a milestone birthday in August and 
booked an epic vacation to Bodrum, Turkey, for the whole 
family to visit her sister, Crystal. We all had a blast as my 
brother-in-law, Ohran, played tour guide extraordinaire. 
Orhan was raised in the resort city. He helped us experience 
the country like we had lived there for many years. It was our 
first time across the pond and I am sure not our last.

Darin:
Well, summer took a long time to get here, but we’ve been 
loving this long and warm fall. Teagan and I managed to get 
a couple hikes into some mountain lakes and had them all 
to ourselves! Spent a lot of great times on the lake and got 
some good boating in when things were calmer after Labor 
Day. We’ve visited a few campuses with Teagan since she’s 
now in her senior year, and if I were a betting man, I would 
say it looks like it will be the University of Idaho. Go Vandals! 
My mom and dad celebrated their 60th wedding anniversary 
in September. We are so blessed to be able to celebrate that 
with them and have them as close as they are (Spokane). 
Monique and I snuck off to Louisville for a music festival 
called Bourbon & Beyond. I can’t tell you what the “Beyond” 
was and perhaps that was because of the Bourbon. 

Daryl:
For the Geffken family, the biggest news (and smallest 
event) for the fall is that Mara and I celebrated our 25th 
wedding anniversary. We finally capitalized by getting away 
to Schweitzer for dinner and an evening together. That 
also allowed us to bring skis down for a tune up before the 
snow hits, which considering the great weather we’ve been 
experiencing, seem like a ways away. Tyler started his 
sophomore year and Justin left elementary school behind 
to start seventh grade. Both boys are running school cross 
country as well as club soccer, so evening time is a variety 
of ice baths, stretching and homework! We still work to 
get family dinner around the same table, and I’m grateful 
we have those moments to check in. As I write, Justin is 
completing his first soccer travel trip without the rest of us. 

I’ll be excited to get him home and listen to his stories. Ty 
went to his first homecoming dance and my boy, if you’re 
ever reading this, I’m sorry I just told everyone that you 
and your mom practiced dancing together before you 
left! Although this financial season has been challenging, 
working through financial plans to help address inflation 
and market concerns has been very powerful. And speaking 
of seasons, I love this time of year. May the fall and winter 
holidays afford you great joy!

Kate: 
Whew! That was a terrific summer! We are certainly 
being treated to a beautiful autumn and I’m convinced it is 
payment for tolerating our cold, wet, long, miserable spring. 
Terry and I had a nice little getaway to San Francisco a 
few weeks ago. Between the ridiculously high prices of 
everything and the overall odor in the city we were happy 
to come home. We acted like true tourists and did it all! We 
are already making holiday plans with our local kids and 
grandkids and more upcoming travel so there is always 
something to look forward to. Here’s hoping your summer 
closed out with a bang and you’re in good health and 
looking toward the upcoming opportunities for fun family 
get-togethers.

Stephanie: 
I know I say a version of this in every newsletter but…time 
feels like it’s speeding up faster and faster. I really have 
no idea where the last three months have gone or what 
happened. I’m just playing mommy every day and trying to 
keep up with my ever-changing little munchkin. Dawson is 
connecting words these days and even surprised me with a 
full “I love you” while I was away on a five-day trip. It was a 
super cool moment and I can’t wait until she decides to do 
it again. Right now we are working on breaking the binkie 
habit and I’m hoping it’s a very quick transition! We are 
looking forward to all the fun holiday festivities coming up 
starting with Halloween. The little lady is going to be Little 
Red Riding Hood with Nizzy as her Big Bad Wolf. We are 
also really excited to jet off to San Diego to meet Elmo and 
soak in all the Christmas fun the first week of December. I 
really can’t believe we will have a two year old by the next 
time you read our tidbits! How?! Anyway, I hope you all have 
a great end of fall and enjoy the holiday season. As always, 
stay classy. 


