
CAN I RETIRE YET?
We get asked this question often by clients. Perhaps a better question and goal for 
many people is, “Am I financially independent yet?” Being financially independent 
means you can retire if you want, but if you enjoy working you can keep working 
because you want to, not because you have to. Work can be much more enjoyable 
knowing you are doing it because you choose to. Timing the year of your official re-
tirement is a stressful and complicated process for many people.

WHAT ARE YOUR RETIREMENT ASSETS?
We define retirement assets as all of your investments and other assets, minus your 
debts, and excluding your primary home. These are the assets you will use to provide 
your income and cashflow in retirement. You want your retirement assets to be as 
large as possible, and large relative to your annual spending. It is this ratio (assets/spending) that is really the key. Most people will 
need their retirement assets to be a multiple of 20-25 times (or more) their annual spending to be financially independent. If you 
are not there yet, consider saving more each year and/or working longer until you get there.

THE 4% RULE
The “four percent rule” of financial planning says that a 65 year old can spend 4% of their retirement assets per year, and grow that 
amount of spending by the rate of inflation during retirement, and be highly confident they will not run out of money in old age over 
a 30-year retirement. Some experts wonder if spending 4% is too much given likely lower future returns due to low interest rates 
on bonds and above average U.S. stock market valuations. If future returns are lower, we may need to use the 3.5% rule instead of 
the 4% rule.

DO YOU HAVE OTHER SOURCES OF INCOME IN RETIREMENT? 
Most people will receive Social Security income in retirement. We have a software program to help maximize your Social Security in-
come during retirement by optimizing your claiming strategy. The government pays you 7%-8% more for the rest of your life for each 
year (between the ages of 62 and 70) you wait to start taking Social Security. For most people it pays to wait to start claiming your 
money if you can afford to wait and have reasonable health. You may also have pension income, annuity income, rental income, busi-
ness income, or other sources of income in retirement. Your total sustainable retirement income is likely to be approximately four 
percent of your retirement assets plus your other sources of retirement income. For example, if your retirement assets are $2 million, 
and your Social Security income is $40,000 per year, your sustainable retirement income will likely be $120,000 per year (pretax).

WE RECOMMEND HAVING A FINANCIAL/RETIREMENT PLAN PREPARED OUT TO AGE 90+
The four percent rule mentioned above is just an estimate, and it may not be accurate for many people. The only way to get a true 
picture of your retirement is to have a detailed financial plan prepared. We have an excellent one-page model for just this purpose. 
This financial plan will show you how much you can spend each year based on your retirement assets and other income, and how 
much you are likely to have left over as a legacy and/or safety cushion at age 90. This planning tool can also show you how much 
higher your sustainable retirement income will be for each additional year you work.
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PREPARE A DETAILED ANNUAL BUDGET OF YOUR SPENDING
The only way to know if you have enough money and income to be financially independent is to know exactly how much you 
will be spending (and gifting) per year in retirement. Remember to include estimated income taxes and property taxes in your 
budget, as well as home repairs and funds to replace your cars. It is not just your level of retirement assets that determines if you 
are financially independent, but the ratio of those assets to your annual spending. Are there ways to reduce your annual spending 
and overhead costs in retirement? Do you really still need that cabin, sports car, boat, third house, club membership, large house, 
etc. in retirement if you aren’t really using them much? Cutting your spending increases your savings, which adds to your retire-
ment assets, and it reduces the size of retirement assets needed to reach financial independence.

PAY OFF YOUR MORTGAGE(S) AND OTHER DEBT BEFORE YOU RETIRE
Paying off your mortgage(s) before you retire will significantly reduce your annual spending. It will also likely significantly reduce 
your stress in retirement. People with no mortgages or debts seem to enjoy more peace of mind in retirement than those who 
carry a mortgage into retirement. If you still have a mortgage that may be a yellow flag that you are probably not financially pre-
pared to retire.

WHAT IS YOUR HEALTHCARE STRATEGY FOR RETIREMENT?
Medicare starts when you are age 65. If you are planning to retire before age 65, what is your plan to bridge the healthcare gap 
between retirement age and age 65? Right now individual plans for people in their 60s are very expensive, and they come with 
large deductibles. Do you have a spouse’s healthcare plan you can be on during those gap years?

CONSIDER REDUCING THE RISK OF YOUR INVESTMENT PORTFOLIO AT RETIREMENT
It can be very difficult, mentally, for people who have worked and saved mon-
ey their whole lives to transition into retirement and have little or no earned 
income. People seem to worry much more about the volatility of their invest-
ment portfolios once they are retired, because they have no more money 
coming in. In addition, you are less able to take advantage of drops in the 
financial markets once you are retired. The first five years of retirement can be 
critical, and it can hurt your long term portfolio sustainability if you have to sell 
after a downturn early in retirement to fund your lifestyle. For many people, 
reducing the risk of their portfolio somewhat, once they retire, can make financial sense, and helps them sleep better at night.

ARE YOU PSYCHOLOGICALLY READY TO RETIRE?
What will you do in retirement? Do you have a plan for activities, social interactions, projects, hobbies, etc.? Are you retiring TO 
something you are excited about, or retiring FROM work? People who are retiring TO something they are passionate about seem 
to enjoy a happier and more fulfilling retirement. What is your plan and goals for the next stage in your life? 

Please contact us if you wish to discuss your plan to become (or stay) financially independent. We have a great deal of experience 
and expertise in helping people successfully retire with confidence.

 

Legal Disclaimer: These materials do not constitute an offer or recommendation to buy or sell any securities or instruments or to 
participate in any particular investment or trading strategy. They are for informational purposes only. ASA gathers its data from 
sources it considers reliable. However, ASA makes no express or implied warranties regarding the accuracy of this information 
or any opinions expressed by the author and may update or change them without prior notification. 

 
Adam Smith Advisors, LLC (ASA) provides unique wealth management services for a select group of client families to help give them 
peace of mind. Author Keith Tufte, (CIO of ASA) has over 25 years of successful investment management experience as a Wall Street 
Analyst, Mutual Fund Portfolio Manager, Director of Equity Research for a major mutual fund firm, Hedge Fund Portfolio Manager,  
and Wealth Management Advisor. Please FORWARD this e-mail to friends/relatives/business associates that you think may have an 
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ADAM SMITH ADVISORS, LLC  
Keith N Tufte, CFA, MBA • ktufte@cherrytree.com • Cell (952) 465-1785 • Office (952) 253-6006

“It can be very difficult, mentally, 

for people who have worked and 

saved money their whole lives  

to transition into retirement.” 


