Will Your
Retirement
Plan Be

Successfiul?

How You Can Gauge the Likelihood

Are you preparing for retirement and expecting
to spend a certain amount each month from your
investments to supplement your Social Security
benefits?

Or are you already in retirement and worried
that a market downturn would reduce your
ability to cover your living expenses or cause
you to run out of money?

Regardless of your retirement situation, you
need to be confident that your retirement plan
should successfully meet your needs. So how
can you know?

Measuring your return against a market
benchmark like the S&P 500 won't tell you.
Neither will comparing your plan’s performance
to an arbitrary return assumption, like 8%. What
about if you generate enough to stay ahead of
inflation? It still may not explain if you’re on track
to meet your needs.

Unfortunately, there’s no way to know with 100%
certainty. But there is a way to measure your
probability of success. Luckily, you don’t need to
be a fortune teller to figure this out!

(Fortunately, you don't need to be a statistician
either!) Instead, your Wealth Advisor at Motley
Fool Wealth Management uses a statistical
model to estimate how likely your plan will meet
your goals.

Here’s the inside baseball on how it works:

Based on a Monte Carlo simulation, the

model predicts the likelihood of the desired
outcome given the impact of different variables.
Monte Carlo simulates thousands of possible
scenarios to understand the implications of risk
and uncertainty on the outcome. It helps you
determine the probability of success of a specific
set of inputs.*

For example, suppose you're planning for
retirement and expecting to spend a certain
amount each year. In that case, you might

test your ability to meet that spending using

a historical return expectation. Or, if you are
worried about a downturn, you might test various
lower return assumptions to see if your portfolio
is at risk of running out of money. On the other
hand, maybe you'll live longer than expected (a
good problem). You can test the longevity of your
plan to ensure your portfolio will last over more
years.
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Let’s walk through a hypothetical example:

Dan and Joann both just turned 65 years
old and are concerned about having
enough income to supplement their Social
Security benefits. They have $600K in their
IRAs and estimate their house is worth
$300K. Luckily, they have no loans or other
outstanding debt. Dan estimates his life
span to be about 85 years old—another
20 years from today—since Dan’s relatives
lived to 83 years old, on average, while
Joann expects to live to 87.

They are invested in a portfolio that is 66%
stocks and 34% bonds, which historically
has generated a 5.64% average annual
return. They are interested in knowing

if their current portfolio will provide the
retirement income they need for healthcare
and basic living expenses.

Our model generated the following
probability of success for their current
plan. Notably, the model factors an annual
inflation rate of 2.25% per year.
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Planning Age
Dan

Joann

GOALS

Needs

Health Care
Both Medicare
Joann Alone Medicare

Retirement - Basic Living Expense
Both Retired
Joann Alone Retired

Total Spending for Life of Plan

The Probability of Success meter displays the percentage of trials
from 1000 Monte Carlo trials that were successful in funding all
the goals. We identify the Confidence Zone as the probability of
Success between 75% and 90%. Source: MoneyGuidePro. See
Notes on analysis for further disclosures.

The model shows that they have 96%
probability of success, meaning there is
a 96% likelihood of funding their financial
goals with their current plan.

Current Scenario

Estimated % of
Goals Funded

85in 2042
) Average Return 100%
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Likelihood of Funding
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The model can also test what happens if Dan and Joann
live longer. Say for example, they live 10 years longer than
they projected (Dan to age 95 and Joann to age 97). In that
case, their current plan’s probability of success is 64%.
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End of Plan Value
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Prior Trials @ Dan’s Plan Ends - 2052

Average Return @ Joann’s Plan Ends - 2054

Bad Timing

The graph shows the results for a 1000 Monte Carlo trials. The probability of Success
meter displays the percentage of trials that were successful in funding all the goals.
We identify the Confidence Zone as the probability of Success between 75% and 90%.
Source: MoneyGuidePro. See Notes on analysis for further disclosures.

This type of testing is, we believe, the best way for
investors to confidently assess whether their current

plan can meet their goals. Measuring your return against
a benchmark, a preconceived return notion, or the
performance of your brother, sister, or neighbors' portfolios
won't tell you if your retirement is on track.

If you are interested in understanding your probability
of retirement success, reach out to your Advisor or visit
foolwealth.com and start your investor profile today.
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Disclosures
Notes on analysis

*The return assumptions in MoneyGuidePro are not reflective of any specific product and do not
include any fees or expenses that may be incurred by investing in specific products. The actual
returns of a specific product may be more or less than the returns used in MoneyGuidePro. It is not
possible to directly invest in an index. Financial forecasts, rates of return, risk, inflation, and other
assumptions may be used as the basis for illustrations. They should not be considered a guarantee
of future performance or a guarantee of achieving overall financial objectives. Past performance

is not a guarantee or a predictor of future results of either the indices or any particular investment.
IMPORTANT: The projections or other information generated by MoneyGuidePro regarding the
likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment
results, and are not guarantees of future results. MoneyGuidePro results may vary with each use and
over time. Other disclosures and a glossary are available at moneyguidepro.com.

The content in this article is provided for informational purposes only, reflects our general views

on investing, and should not be relied upon as recommendations or financial planning advice. We
encourage you to seek personalized advice from qualified professionals, including (without limitation)
tax professionals, regarding all personal finance issues. While we can counsel on tax efficiency and
general tax considerations, Motley Fool Wealth Management ("MFWM" or "Fool Wealth") does not
(and is not permitted to) provide tax or legal advice. Clients who need such advice should consult tax
and legal professionals. These comments may not be relied upon as personalized financial planning
or tax advice.

MFWM is an SEC-registered investment advisor with a fiduciary duty that requires it to act in the best
interests of clients and to place the interests of clients before its own. HOWEVER, REGISTRATION

AS AN INVESTMENT ADVISOR DOES NOT IMPLY ANY LEVEL OF SKILL OR TRAINING. Access to
MFWM is only available to clients pursuant to an Investment Advisory Agreement and acceptance
of MFWM's Client Relationship Summary (PDF) and Brochure (PDF - 204 KB). You are encouraged to
read these documents carefully. All investments involve risk and may lose money. MFWM does not
guarantee the results of any of its advice or account management. Clients should be aware that their
individual account results may not exactly match the performance of any of our Model Portfolios.
Past performance is no guarantee of future results. Each Personal Portfolio is subject to an account
minimum, which varies based on the strategies included in the portfolio. MFWM retains the right

to revise or modify portfolios and strategies if it believes such modifications would be in the best
interests of its clients.

MFWM, an affiliate of The Motley Fool LLC (“TMF”), is a separate legal entity, and all financial
planning advice and discretionary asset management services for our clients are made
independently by the financial planners and asset managers at MFWM. No TMF analyst is involved in
the investment decision-making or daily operations of MFWM. MFWM does not attempt to track any
TMF services.

During discussions with our Wealth Advisors, they may provide advice with respect to 401(k) and IRA
rollovers into accounts that are managed by MFWM. Such recommendations pose potential conflicts
of interest in that rolling retirement savings into a MFWM managed account will generate ongoing
asset-based fees for MFWM that it would not otherwise receive.
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