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Introduction
There is a widely held belief in the financial services industry and among the generations who stand to 
benefit from it, that the Great Wealth Transfer represents one of the most significant economic events of 
our lifetime. 

The media writes about it, our industry eagerly awaits it, while younger generations have quietly built it 
to their own financial expectations. With Baby Boomers holding an estimated 51.5% of the wealth in this 
country (1), the argument makes complete sense. When this generation passes, that accumulated wealth 
will flow to the generations that follow, potentially the largest transfer of assets in human history. 

It is a compelling story. 

It is also, I believe, a story that mathematics does not support.

Distribution of Household Wealth in the U.S. Since 1989
Figure 1 :  Stat is t ica ,  2025.  For  i l lust rat ive  purposes on ly

The Federal Reserve’s Distributional Financial Accounts show that a concentration of American wealth is 
only beginning to shift and shift slowly. As of the first quarter of 2025, Baby Boomers control 51.4% of all 
household wealth in the United States, a figure that has declined only modestly from 54.7% in 2019. 
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Meanwhile, Millennials, who represent a nearly equal share of the American population, have increased 
their wealth from 4.1% to 10.3% over the same period. It is a meaningful gain on paper, but it leaves them 
holding barely a fifth of what Boomer’s control. Gen X has made modest progress, rising from 24.7% to 
26%, while the Silent Generation’s share has steadily declined as that group has entered its final years.

The numbers imply wealth in motion, just as we have discussed for a decade now.

But is there a better set of assumptions on which our industry can more fully focus?  

Our current assumption is that Boomers will live finite lives, spend their assets at a predictable rate, and 
pass the remainder to their heirs in a transfer described as the greatest in history. But let us stop for a 
minute to consider: What happens to that transfer if Boomers live decades longer than planned, invest 
under our industry’s retirement assumptions, and their planning falls short of their actual life spans?

What if, with a longer life span, the math our industry is using to build portfolios means clients will arrive at 
the end of life with far less to give than anyone anticipated, and, potentially, with nothing?

What the industry has long called the Great Wealth Transfer may turn out to be the Great Wealth Mirage, a 
number that looks certain on paper until the years keep adding up and it is simply no longer there.

For me, this question is not theoretical. 

It is the foundation of everything that follows.

The conventional explanation for why the Great Wealth Transfer may fall short centers primarily on health-
care costs, the expense of long-term care, and the financial burden of living longer with more illness. 

It is a reasonable argument, and one that has received a great deal of attention in recent years. It makes 
people like me think harder about what we do as asset managers and what financial advisors do as wealth 
managers. 

The premise is simple:

We, as an industry, may be directing our attention to the wrong villain entirely, because the evidence 
increasingly suggests that science and artificial intelligence are on the verge of fundamentally altering the 
healthcare cost equation. 

We are talking about healthspan, not just lifespan.

Anthropic CEO Dario Amodei, in his landmark 2024 essay, projected that powerful artificial intelligence will 
eliminate most diseases, including cancers and Alzheimer’s, within 7 to 12 years of its development. 

It seems this 7-to-12-year estimate may be here sooner than we think, as AI advancement has been 
exponential of late. 

Want evidence that this could be a reality, and AI is moving faster than even Dario Amodei projected two 
years ago?

In May 29, 2026, Wall Street Journal article entitled, A Famous Math Problem Stumped Humans for 80 
Years. AI Just Cracked It, caught my attention. It described how an OpenAI model resolved the unit dis-
tance problem, a puzzle in combinatorial geometry that had defeated generations of the world’s most 
accomplished mathematicians. It did this autonomously, without a single human scribbling an equation, 
and it produced proof that was so compelling that Fields Medal winner Timothy Gowers said he would 
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have recommended it for publication in one of mathematics’ most prestigious journals without hesitation. 

The same computational ability that identified a pattern invisible to human minds for eight decades can 
now be directed at the complexity of human disease, and the implications for how long people may actual-
ly live, happy and with long healthspans, could be profound. 

Anthropic’s chief executive has stated his belief that AI will discover cures for diseases that have resisted 
every human effort to crack them, and if the unit distance problem teaches us anything, it is that the final 
equation in an almost century-long puzzle could arrive suddenly, without warning, and from a source no 
one anticipated. However, such outcomes remain uncertain and may not occur as projected.

The retired clients sitting across the table from us today may live inside that breakthrough, which means 
the retirement plans we are building for them must be prepared for a healthspan and lifespan that no 
historical financial model has ever had to account for.

Which brings us to the more difficult and more important question. If healthcare is not the primary reason 
the Great Wealth Transfer will not occur as anticipated, what is? 

The premise points to an answer that is deeply uncomfortable for our profession because it places a 
significant measure of responsibility directly on the financial planning industry itself. 

For decades, our industry has built retirement portfolios around a model designed for a world in which 
retirement lasted 20 to 25 years. That model reflected exactly what it should have at the time. The strat-
egies it produced were conservative allocations, bucket approaches, fixed income vehicles, and the 4% 
withdrawal rule, all of which might have been entirely appropriate for the retirement expectations that 
existed when they were recommended to clients. 

The problem is that the retirement landscape may be changing in a completely dynamic and profound 
manner, and our planning mathematics has not kept pace with that change.

Today’s 65-year-old may live another fifty years. 

Maybe more. While current actuarial life expectancy estimates are substantially lower, emerging devel-
opments in longevity research have led some researchers to speculate that future generations may live 
significantly longer than historical norms.

And a portfolio that was built for a twenty to twenty-five-year retirement may not survive a fifty-plus-year 
one, not because of market crashes or catastrophic illness, but because of the quiet, compounding, 
mathematically inevitable erosion that even modest inflation inflicts on a portfolio that was never designed 
to sustain purchasing power across five or more full decades. 

Think about what that arithmetic actually produces in practical terms. A couple retiring today, spending 
at entirely normal levels, will consume an estimated almost $2.6 million on food alone over a fifty-year 
retirement. 

A portfolio earning a net 4% annual return, which our industry has long considered prudent and protective, 
could be completely exhausted by year thirty-four. 

Even a net 5% return, which many would consider adequate in retirement, could near failure by year 
forty-three. These outcomes assume a steady 2% inflation rate and are not worst-case Monte Carlo 
projections.

They are the mathematical consequence of applying a twenty-year planning model to a fifty-year-plus 
problem.
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This paper, with new information and insights based on our foundational paper, Is Our Industry Prepared 
for Retirees Living Longer, will present seven interconnected findings that together form what we believe 
is a compelling mathematical case for why the Great Wealth Transfer may not occur as anticipated, and 
why the financial planning profession bears a responsibility to confront this reality before generations of 
retirees outlive the plans we built for them. 

We will show why we believe the traditional understanding of sequence risk is dangerously incomplete, 
and that being overly conservative in the early years of retirement creates its own form of sequence 
risk that slowly and inevitably depletes retirement resources in what we call the Retirement Investment 
Paradox. 

We will also introduce the concept of Sequence of Inflation Risk, showing that the timing of inflationary 
periods across a retirement is important for portfolio survival. Even with two clients experiencing identical 
average inflation rates, the timing of market downturns results in dramatically different financial outcomes, 
depending entirely on when that inflation appears. 

We will also present the Longevity Inflation Impact, our finding that while the returns required to sustain 
a fifty-year retirement increase in a linear progression with inflation, the pace of portfolio depletion when 
those returns are not achieved could accelerate exponentially, meaning that what appears to be a modest 
shortfall in returns could produce a catastrophic acceleration toward portfolio failure.

In addition, we will establish a term we’ve coined: The Target Sustainability Rate, which suggests that 
potentially, even under the Federal Reserve’s own 2% inflation target, we believe a retirement portfolio may 
require a minimum net return of 6% to survive fifty years of withdrawals, a threshold that most conven-
tionally structured retirement portfolios might not be designed to reach. 

From this finding, we will show how we derive the Retirement Real Return Rule, which suggests that 
sustainable retirement planning may not fundamentally be about achieving any specific nominal return, but 
rather about maintaining a spread of 4 to 5 percentage points above the prevailing inflation rate over the 
full duration of retirement. 

That single mathematical relationship makes most of what our industry calls conservative planning insuffi-
cient for the retiree who may live another fifty years. 

And finally, we will introduce Multi Generation Retirement, perhaps the most far reaching concepts of this 
research, which describes the cascading effect that occurs when one generation’s retirement assets are 
depleted by obsolete planning, forcing the financial burden onto the next generation, which must simulta-
neously fund its own retirement while supporting parents and potentially grandparents who outlived their 
assets, ultimately eliminating the inheritance that was supposed to occur during the Great Wealth Transfer.

The point in this paper is that, as an industry, we need to be aware that wealth may not be consumed by 
illness. It may be eroded year-by-year by longer healthspans, by an industry that may still be using twen-
ty-year tools to solve a fifty-year-plus problem. 

This paper is our attempt to change that.
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Is Our Industry Prepared for 
Retirees’ Longer Lifespans?
Imagine if you were 120 years old.

When I first read an article suggesting that within the next 50 years, it will not be uncommon for people to 
live to be 120 or even 130 years old, I was horrified.

Why would I ever want to do that?

My feelings about living to that age include decades of immobility, doctors, lots of pills, no hair, pain, and 
all the other attributes I associate with being “old.” I felt I would burden my children and not add much 
value to their lives, not because I did not want to, but because I simply could not.

As I read the article further, I learned about the excellent quality of life that will be available at those ages. 
It spoke about advancements in science and genetics that make living at that age enjoyable, active, and 
fulfilling. 

You see, I learned the difference between healthspan and lifespan, two words that may sound nearly 
identical but mean something entirely different, and once I understood the difference, it all became very 
clear for me.

Lifespan is how long you live. 

Healthspan is how long you live well, before illness may begin to debilitate you.

A person can have a lifespan of 95 years and a healthspan of 68, meaning they spend nearly three 
decades alive but not truly living, as most of us picture when we imagine a long and rewarding retirement. 

Healthspan is the number of years I spend enjoying all the things I enjoy today. It is a time I am active, 
relevant, social, and making a difference to my family and my community.

It is the amount of time I am having fun!

I felt better about the prospects of this proverbial fountain of youth, but it got me thinking.

The financial planning industry has spent generations building models around lifespan, around the number 
of years a client is expected to breathe, without asking the far more important question of how many of 
those years they might spend in good health, and how many they might be spending down every asset 
they ever accumulated just to get through the day.

If I lived that long, while physically I might live a comfortable life, would I be ready financially? My retire-
ment planning thus far had borne little resemblance to the brave new world I was facing.

I started thinking about the effects of living 50 or more years past retirement, and it did not take long 
for the horror of what even a 2% inflation rate compounded over that longer period would do to my 
retirement.
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I was amused when I started thinking about the amount of assets I would need for food in retirement, until 
that number seemed to be over $2.6 million for both my wife and me.

At this moment, my thoughts turned to retirement portfolios and traditional investment wisdom. Through-
out my career, the financial services industry has taught us that portfolios should become more conser-
vative as clients age. The concept was sound because we wanted to protect assets when clients needed 
them most.

When we change our assumptions and look at portfolios that must last a retirement spanning five or six 
decades, we see something that may be startling. An overly conservative investment approach could be 
as damaging to portfolio longevity as poor market returns early in retirement.

This challenges our fundamental understanding of sequence risk. The industry has long focused on 
protecting portfolios from market downturns in early retirement years. Yet our research shows that insuffi-
cient returns over extended periods create their own form of sequence risk. One that slowly but inevitably 
depletes retirement resources.

I examined various portfolio allocations across different time horizons to quantify this effect. The results 
proved concerning. Portfolios structured according to traditional conservative allocation models showed 
high probabilities of depletion well before these extended retirement periods concluded.

A retirement investment paradox emerged, and an inflation sequence risk that could not be ignored.

This realization led us to conduct extensive research on retirement in this new paradigm. Our findings 
suggest reconsidering some assumptions about retirement planning and exploring why traditional ap-
proaches may not fully support retirees’ long-term financial security.

Could the First Person to Live to be 150 Years Old be 
Alive Today?
The Bet 

In 2000, Steven Austad, a biogerontologist known for his research on aging, made a famous bet with 
fellow scientist Jay Olshansky about human longevity. The bet was about whether someone born before 
2001 would live to be 150 by the year 2150.(2)

The bet was for $500 in 2000, which was then invested with the idea that it would grow to about $500 
million by 2150 and be inherited by their heirs. Austad bet that someone alive in 2000 would live to be 150 
by 2150, while Olshansky bet against this possibility.

Austad’s optimism was partly based on rapid progress in understanding the biology of aging and in devel-
oping potential interventions to slow or, even more remarkably, reverse it.

But Austad is not alone.

Lifespan: Why We Age-and Why We Do Not Have To

In his iconic 2019 book, Lifespan: Why We Age-and Why We Don’t Have To, David A. Sinclair, PhD, AO, 
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appears to agree with Austad. Sinclair, professor of genetics at Harvard Medical School and director of the 
Paul F. Glenn Center of Aging Research at Harvard, says:

“And so most of us, when we think about living to 100, still think ‘God forbid,’ because we’ve seen 
what those final decades look like, and for most people, most of the time, they don’t look appealing 
at all. Ventilators and drug cocktails. Broken hips and diapers. Chemotherapy and radiation. Surgery 
after surgery after surgery. And hospital bills; my God, the hospital bills.”

He goes on to say:

“But what if it didn’t have to be that way? What if we could be younger longer? Not years longer but 
decades longer. What if those final years didn’t look so terribly different from the years that came 
before them? And what if, by saving ourselves, we could also save the world?”

Sinclair presents a revolutionary perspective on aging, challenging the historical view of aging as an 
inevitable process, similar to changing seasons. Sinclair argues that aging should be seen as a treatable 
condition, potentially easier to address than complex diseases like cancer.

He suggests that universal regulators of aging exist across species, from yeast to humans, and can be

influenced by interventions such as NMN supplementation, vigorous exercise, or dietary changes. Drawing 
parallels to historical medical breakthroughs like germ theory and vaccinations, Sinclair suggests that un-
derstanding aging mechanics could significantly extend human health and lifespan. He proposes that with 
the right approach, the reversal or significant slowing of aging might be more achievable than previously 
thought.

Dario Amodei – CEO of Anthropic

In 2024, Dario Amodei published an extensive 15,000-word essay titled “Machines of Loving Grace: How 
AI Could Transform the World for the Better.” Amodei serves as CEO of Anthropic, a San Francisco-based 
company focused on AI safety and research that aims to develop reliable, beneficial AI systems.

In his essay, Amodei presented bold predictions about artificial intelligence’s potential impact on human 
longevity and health. He projected that “powerful AI” would eliminate most diseases, including cancers 
and Alzheimer’s, within 7-12 years of its development.

Additionally, he anticipated AI would create breakthrough treatments for mental health conditions within 
5-10 years. According to Amodei, these medical advances would ultimately lead to humans living sig-
nificantly longer lives, with average lifespans potentially reaching 150 years, double the current life 
expectancy.

These predictions are consistent with emerging trends in longevity research and biomedical AI applica-
tions. Scientists at institutions like Harvard Medical School and the Buck Institute for Research on Aging 
have already demonstrated success in reversing aging in mice through genetic and cellular manipulation.

Major technology companies and research institutions are investing billions in AI-powered drug discovery 
and personalized medicine platforms. The convergence of artificial intelligence, genetic engineering, and 
regenerative medicine could indeed revolutionize human health and lifespan.

Morgan Stanley Research

In its May 22, 2024, research report, The New Technologies fior Longer, Healthier Lives, Morgan Stanley 



8

IS OUR INDUSTRY PREPARED FOR RETIREES’ LONGER LIFESPANS?

Research highlights 10 ”longshot” technologies poised to significantly extend human lifespans and 
improve quality of life in the coming decades. These innovations range from AI-driven drug discovery and 
reproductive technologies to bioprinting for organ transplants and cell reprogramming for personalized 
medicine.

The report suggests that some emerging therapies could extend the human healthspan by 10% to 15% in 
the near future, potentially adding decades to life expectancy.

These advancements aim not just at treating diseases but at fundamentally altering the aging process 
itself.

The implications of these technologies extend beyond health, potentially reshaping economic landscapes 
and investment opportunities. From a projected $105 billion market for obesity drugs by 2030 to a potential 
$140 billion market for targeted cancer therapies, these innovations promise to transform multiple fields.

While many of these technologies are still in the early stages and face regulatory challenges, their devel-
opment signals a paradigm shift in how we approach aging and longevity, with far-reaching consequences 
for society, healthcare, and the global economy.

Financial Services Industry in Need of a Response.

In our view, the financial services industry remains remarkably unprepared for the possibility of 120 to 150-
year lifespans, creating a potential economic devastation for future centenarians. Traditional retirement 
planning, pension systems, and Social Security are still built on outdated assumptions about 80 to 90-year 
lifespans and retirement at age 65.

We believe, investment firms generally continue to recommend portfolio allocations and withdrawal rates 
that would leave individuals financially destitute if they lived to be 100 or older.

Most concerning is that in our opinion personal retirement savings strategies, generally promoted by 
financial advisors, typically aim to sustain retirees for only 20-25 years post-retirement, potentially leaving 
them without adequate financial resources for 40 to 50 years of life. The implications of this systemic un-
preparedness could affect millions of people, and they could outlive their retirement savings by decades, 
creating an unprecedented economic and social crisis.

Social security systems worldwide, already strained, could collapse under the weight of supporting a 
population living potentially twice as long as they were initially designed to support. Without immediate 
and dramatic changes in how we think about financial planning for retirees, extended human longevity 
could transform from a scientific triumph into an economic disaster.

How Our Industry Has Changed
I was taught the age-based asset allocation strategy when I entered the financial services industry. This 
simple approach recommended that an investor hold a percentage of fixed-income assets equal to their 
age, with the remaining portion invested in stocks. This resulted in a gradual decrease in stock allocation 
as the investor grew older to reduce risk.

At age 65, our client would have 65% in fixed income and 35% in equities, with the equity portion 
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declining as they age. This worked for us back then because we only solved for one retirement risk — 

Sequence Risk.

For the most part, our 65-year-old retiree was not anticipated to live much longer than a decade or two 
past retirement, so focusing on sequence risk made the most sense.

The Effect of Inflation if We Live Longer
The Federal Reserve has established a target inflation rate of 2%. It is important to note that this does not 
mean the Fed is pursuing a zero-inflation policy. This intentional target, designed to maintain economic 
stability, creates a fundamental challenge for retirement planning, which merits deeper examination.

Our analysis focuses specifically on how this targeted inflation rate affects retirees over extended time 
horizons, as increasing longevity pushes retirement periods to 40 or 50 years.

This research addresses a critical question facing the financial services industry. How does the Federal

Reserve’s 2% inflation target affects retirement resources when retirement spans four or five decades?

Understanding the magnitude of this impact is essential for financial professionals who must develop 
strategies to maintain their clients’ purchasing power during extended retirement periods. The compound-
ing effect of even this modest inflation target over such lengthy periods may change how we approach 
retirement planning.

Grande or Venti?

Imagine your client is a big Starbucks fan who has just retired. You are asked to create a fixed budget for 
Grande lattes. Let us assume the current price is $4.45, so you budget $1,624 per year for your client’s 
daily Grande latte habit.

However, as time passes, the Fed’s target 2% inflation begins to affect the price of their latte and the 
purchasing power of your fixed coffee budget. Let us see how this plays out over time:

1.	 Year 1 

Their $1,624 buys them 365 lattes, one for every day of the year.

2.	 Year 10 

Their budget now only buys 298 lattes. They must go without their latte for 67 days of the year.

3.	 Year 20 

They can now afford 244 lattes, having missed out for 121 days, or about 4 months of the year.

4.	 Year 30 

Their budget stretches to just 199 lattes. They will be without their daily latte for 166 days, nearly 
half the year.
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5.	 Year 40 

They can only buy 163 lattes, going without for 202 days, more than half the year.

6.	 Year 50 

Their initial budget now only buys 133 lattes, so they will have their Starbucks fix for just over 
one-third of the year.

Number of Starbucks Lattes Purchasable per Year
Figure 2 :  Dunham,  2026.  For  i l lust rat ive  purposes on ly

The Frog in the Pot

This illustrates two important concepts.

First, inflation steadily erodes your purchasing power. Even though their coffee budget had stayed the 
same, what started as a daily treat became an occasional luxury as the years passed.

To me, the second is more alarming.

There is an old metaphor about a frog placed in a pot of water. If the heat rises gradually enough, the 
frog is never aware of the danger. It is not a dramatic change at any given moment. It is the quiet, steady 
warmth of the water that becomes the problem.

Our Starbucks client may be that frog.

On the day they retire, their latte costs $4.45. The following year, it cost $4.54. That is nine cents. It is 
such a small increase that it barely registers, and our client simply pays it without a second thought. After 
all, they have earned their daily ritual. They are not going to give up their latte over nine cents.

And they should not have to.

But here is what that reasonable, perfectly human decision costs them over time. Because our client never 
notices the water getting warmer, they never adjust. They buy their latte every single day, year after year, 
the way they always have. The budget that was set does not grow. The price of the latte does. 

By Year 10, our client is spending more than their budget allows each time they visit Starbucks, pulling the 
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difference from elsewhere in their finances. By Year 20, the cumulative overage has become a meaning-
ful and ongoing drain on their retirement assets. By Year 30, what began as nine extra cents a day has 
compounded into a meaningful deficit funded by their depleting retirement assets. By Year 50, the steady, 
quiet warmth of 2% annual inflation has cost them tens of thousands of dollars they never saw coming.

This is the nature of inflation across an extended retirement. Year over year it does not feel like anything 
dramatic. It takes something small, repeatedly, for a very long time. The retiree who lives 40 to 50 years 
in retirement and never adjusts their spending will look back at their retirement with a thousand ordinary 
mornings when nothing seemed wrong.

The financial services industry must recognize that our clients are not equipped to feel this kind of danger. 
The increments are too small, but more importantly, the timeline could be too long. It is our responsibility 
to see what they cannot and to plan for what they will not notice until it is perhaps too late

Living Longer, Eating More

Modern retirement planning requires the industry to shift its thinking and challenge long-held assumptions 
to address evolving realities. As mentioned, the two powerful forces driving this transformation are in-
creased human longevity and persistent inflation.

To illustrate the size of this change in thinking, our analysis now focuses on food costs, the single essen-
tial expense category without which we do not need to worry about longevity and, for that matter, inflation.

We examined this one basic living expense through the lens of extended lifespans and cumulative 
inflation. It is an example of why traditional retirement planning may no longer suffice for modern retir-
ees facing decades of inflation across all expense categories while potentially living 40 to 50 years in 
retirement.

We started by understanding how much of our disposable income is spent on food. According to the 
USDA, in 2025, we spend, on average, 9.7% of our disposable income on food.(3) In my case, I am sure it 
is significantly more!

Share of Disposable Personal Income Spent on Food in the United States, 1997-2025
Figure 3 :  USDA,  Economic Research Serv ice,  Food Expendi ture  Ser ies ,  June 2026.  For  i l lust rat ive  purposes on ly
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Based on USDA data, a retiree with $100,000 in disposable income will spend $9,700 a year on food 
($100,000 x 9.7% = $9,700).

Next, we want to examine the impact of inflation on this food expense. According to the Bureau of Labor 
Statistics, food inflation has averaged 3.55% yearly over the last 50 years, from 1976 to 2026. (4)

During the last 50 years, inflation varied widely. It included the high inflation of 1977 to 1981, which saw 
consistently high food inflation, often above 6%, a moderation period from 1982 to 2019, which saw 
generally lower and more stable inflation rates, and the recent volatility from COVID-19 from 2020 until the 
end of 2023, which saw a sharp increase in food inflation.

The red dashed line in the chart below shows the long-term average of 3.55% with large spikes in 1979, at 
11.0%, and, more recently, in 2022, at 9.9%.

U.S Food Inflation (1976-2026)
Year-over-year % change in food CPI, annual average - 50-year window

Figure 4:  Bureau of  Labor  Stat is t ics ,  Dunham,  2026.  For  i l lust rat ive  purposes on ly

Eating Your Assets

Using historical Food Consumer Price Index data from 1976 to April 2026 (3.55%), assuming a dispos-
able income of $100,000, and following the current U.S. consumer spending pattern for food, this retiree 
allocates $9,700 of their income to food. This includes daily eating, such as breakfast, lunch, and dinner at 
home, occasional eating out, and maybe a relaxing glass of wine daily.
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This initial allocation appears manageable, yet the compound effect of food inflation provides an interest-
ing illustration of the potential problem posed by living longer.

Compound Effect of Food Inflation Over 50 Years
Figure 5 :  Dunham,  2026.  For  i l lust rat ive  purposes on ly

Based on our assumptions, a person living for 50 years in retirement will spend almost $1.3 million on food 
alone. And if they want to feed their spouse, they will need almost $2.6 million. 

It begs the question of whether $1 million is enough to retire, given that we are only considering food.

Living Longer, Eating More
Food Costs Every 10 Years as Percentage of Initial Income

Figure 6:  Dunham,  2026.  For  i l lust rat ive  purposes on ly

Within 20 years, annual food costs climbed to $18,820, which is 18.8% of the initial $100,000 income. It is 
$37,640 or 37.6% for a couple.

However, the true impact of inflation becomes more apparent over time, which points to our concern about 
longevity in the face of inflation. After 30 years, annual food expenses reach $26,676 for an individual and 
$53,352 for a couple, requiring 26.7% and 53.4% of the initial $100,000 income.

50 years into retirement, we are looking at $107,191 in annual food costs for a couple, which is 107.2% of 
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the original $100,000 income.

We view this as a potential blind spot in traditional retirement planning, where insufficient allocation to 
growth assets may leave retirees vulnerable to the long-term effects of inflation.

Cumulative Food Spend Over 50 Years
Figure 7:  USDA,  2026.  For  i l lust rat ive  purposes on ly

The Sequence of Risk Re-examined
The traditional understanding of the sequence of returns risk in retirement requires a fundamental re-ex-
amination. The financial services industry has historically focused on protecting retirees from negative 
returns in the early years of retirement. However, while extremely important, this presents an incomplete 
picture of modern retirees’ challenges.

Extended longevity and persistent inflation have created a new paradigm that demands a broader risk 
assessment. Our analysis finds that even positive but overly conservative returns early in retirement can 
prove detrimental to long-term financial security, as negative returns.

This insight may challenge the typical approach to retirement planning. When accounting for extended 
retirement periods, the impact of modest early returns, though positive, may fall short of the need to 
generate more growth to sustain purchasing power over a lengthy retirement.

As an industry, we need to understand that sequence risk, coupled with a long retirement, changes the 
narrative. Financial professionals need to balance protection against market downturns with the critical 
need for portfolio growth that can support a retirement potentially spanning up to 4 decades or longer.

The Fable of the Tortoise and the Hare

As both the tortoise and the hare approached retirement, the tortoise was fuming.

For his entire life, the hare had beaten him in every competition they ever had, showcasing her superior 
speed. Now, in retirement, the tortoise was going to seek revenge.

Knowing the hare’s propensity for quick starts, the tortoise knew a growth objective for the hare’s 
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retirement assets could lead her to sequence risk and, as a result, decimate her retirement plan.

The tortoise decided to use his slowness to what he thought would be to his advantage. He was not going 
to take risks early in retirement.

Starting with $1 million each, the hare and the tortoise would each have hypothetical 12-year returns of 
8%, then 12-years at 6%, then 4%, and 2% for the final 12 years.

The tortoise, wanting to limit risk, received 2% for the first 12 years of his retirement, 4% for the next 12 
years, 6% for 12 years, and 8% for the final 12 years.

The hare, always wanting to start fast, received 8% for the first 12 years of her retirement, 6% for the next 
12 years, 4% for 12 years, and 2% for the final 12 years.

Both the tortoise and the hare would receive an identical annual hypothetical return of 5%.

Tortoise vs Hare Investment Growth
Figure 8 :  Dunham,  2026.  For  i l lust rat ive  purposes on ly

In this example, let us examine the key characteristics of both the tortoise and hare investment strategies 
to understand the sequence of return risk when you have low returns to start retirement and live for a long 
time.

Throughout the entire 48-year period, both the tortoise and the hare strategies consistently yielded posi-
tive returns. Neither strategy experienced any years of negative growth in this hypothetical example.

The tortoise strategy saw steadily increasing positive returns, from 2% up to 8%, while the hare strategy 
had decreasing but always positive returns, from 8% down to 2%. This consistent positive performance, 
though varying in magnitude, means that both strategies provided continuous growth without any years of 
loss during this hypothetical retirement period.

This underscores a crucial point of our new understanding of the sequence of risk.
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Investment Growth: The Tortoise and the Hare
Figure 8 :  Dunham,  2026.  For  i l lust rat ive  purposes on ly

Both the tortoise and the hare started with the same $1 million retirement account and withdrew $40,000 
annually, adjusted for 2% inflation.

With lower initial returns, the tortoise strategy depletes its funds by the 27th year of retirement despite

increasing returns in later years.

The hare strategy, helped by higher early returns, had over $1.9 million in its retirement account after 48 
years, even with the same returns, just a different sequence of returns.

The concept of sequence risk in retirement planning is evolving due to increasing lifespans. Traditionally, 
the focus was on mitigating the impact of negative returns early in retirement. However, being too conser-
vative may also become a sequence risk as retirements stretch longer.

The industry must balance protecting against early market downturns and positioning portfolios for suf-
ficient long-term growth. Overly conservative strategies, while hedging against short-term volatility, may 
not generate the returns needed to sustain an extended retirement.

The Retirement Investment Paradox™
As a financial advisor, preparing for a client’s longer potential lifespan, can make retirement planning 
challenging. 

We give this challenge a name: The Retirement Investment Paradox™. 
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This challenge is the conflicting choice between growth and safety in retirement asset allocation planning.

The three main risks that define the Retirement Investment Paradox™ include:

•	 Inflation

•	 Increased longevity (40 years or longer)

•	 Sequence risk.

A Trip To Hawaii

Think of retirement planning as sailing a ship from San Diego to Hawaii.

The goal is to reach Hawaii (a comfortable retirement) with enough supplies (money) to last the journey.

1.	 Inflation: 
Think of inflation as a constant headwind. It steadily pushes against the ship, making progress 
harder and requiring more supplies (money) than initially expected.

2.	 Increased Longevity: 
What if, mid-voyage, you discovered that Hawaii is farther away than you initially calculated? This 
means you will now be on the boat longer, and your supplies may not last for a longer journey.

3.	 Sequence Risk: 
Picture unpredictable storms during your voyage. If a major storm hits (poor sequence of returns, 
especially in the first few years of retirement), it can damage the ship and deplete supplies, 
making the rest of the journey precarious. Or if you went too slow early in the trip, basking in the 
Pacific Ocean sun, only to find that you will not have enough supplies to last the entire journey.

And there lies the paradox.

Sailing at full speed with unfurled sails is analogous to a growth investment strategy. It exposes the sail-
boat to devastating storms, as sequence risk can devastate a retirement portfolio in turbulent markets.

Sailing too cautiously with reduced canvas is like a conservative investment strategy. While this approach 
offers protection from storms, it risks depleting supplies before reaching Hawaii, just as conservative 
investments may not overcome inflation or fund an extended retirement.

Like a financial advisor, the captain must balance these competing paradoxical challenges, keeping suffi-
cient speed for an increasingly long journey while protecting the boat from catastrophic damage. Neither 
maximum speed nor maximum safety alone can ensure success.

Solve For Inflation and Living Longer

As we all live longer, today’s retirees require their investments to grow to combat inflation and fund poten- 
tially longer retirements. Historically, equities have been an asset class that has provided growth for living 
longer and generally outpaced inflation over the long term.

Assuming the current 65-year-old lives another 40 years, over the period from December 1985 to the end 
of December 2025, the S&P 500 delivered an annualized return of 11.45%, including reinvested  
dividends.(5)
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This performance exceeded the average annual inflation rate of 2.75%, resulting in a real inflation-adjust-
ed return of 8.7%.(5)

For perspective, a $100,000 investment in December 1985 would have grown to approximately $7,665,839 
by December 2025. In contrast, simply keeping up with inflation would have required only $295,987 to 
maintain the same purchasing power.(5)

It is important to note that this period included several major market downturns, including five bear 
markets, the second-worst market decline in the S&P 500’s history, and the “lost decade” for stocks.

Paradox

While equities are an asset class that may effectively combat inflation and provide growth for living longer, 
they can also cause sequence risk, devastating even the best-planned retirement.

Solve for Sequence Risk

However, a financial advisor can plan a retiree’s portfolio with less volatile assets like annuities, bonds, and 
bucket strategies to defend against sequence risk.

Paradox

While they may do a great job on sequence risk, they may not provide the growth needed for long-term 
inflation and longer life expectancy.

The paradoxical tension between the need for growth and safety creates The Retirement Investment 
Paradox™, where the assets that best provide long-term growth also pose the most significant

short-term risks.

The strategies that can mitigate these short-term risks may not provide the growth to overcome inflation 
and thoughtfully plan for the 65-year-old who may live another 40 years or more in retirement.

For example, a retiree begins with $1 million and earns a conservative 4% annual return after all fees and 
expenses. The retiree withdraws $40,000 annually, increasing by 2% annually to account for inflation.

Despite the steady positive returns, their account will be depleted by year 34 of retirement.
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$1 Million Portfolio: 4% Annual Return with Inflation-Adjusted Withdrawals
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

This shows the potential flaw in too-conservative planning. While a 4% net return after fees and expenses 
helps protect against sequence risk, the combined effects of inflation and extended longevity ultimately 
exhaust the portfolio. The modest return proves insufficient to sustain a retirement that could last four 
decades or longer.

Interestingly, the dual impacts of living longer and 2% inflation also have a devastating effect on a 5% net 
return after fees and expenses. The chart below shows that even a moderately conservative return of 5% 
net exhausts the portfolio after 43 years.

$1 Million Portfolio: 5% Annual Return with Inflation-Adjusted Withdrawals
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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A 5% net annual return after fees and expenses offers significantly better portfolio longevity and extends 
retirement funding deeper into the later years. However, this return rate may still not be enough for retirees 
who experience exceptional longevity. The reality of increased life expectancy requires a fundamental 
reconsideration of what constitutes adequate investment returns for retirement portfolios.

This evolving longevity challenge compels the financial industry to undertake a thorough reassessment. 
Traditional portfolio theory, conventional investment offerings, and established compliance frameworks 
may all require substantial revision to address the demands of funding retirements that could span four 
decades or longer. The financial services industry must adapt its practices and assumptions to better 
serve clients who may live well beyond current historical life expectancy patterns.

The Sequence of Inflation Risk
While financial advisors often focus on the Sequence of Investment Risk, another critical threat to retire- 
ment savings exists, which is the Sequence of Inflation Risk.

This risk can be equally devastating to retirement portfolios, particularly when inflation rates exceed 
expected levels and erode purchasing power systematically over time. It is particularly important today, 
as we are seeing inflation exceeds the Federal Reserve’s 2% target. The non-transitory nature of inflation 
after COVID, followed by a war with Iran, has kept inflationary pressures on portfolios, making this topic an 
extremely important planning consideration, especially if our clients are going to be in retirement for 40 to 
50 years.

To understand the impact of varying inflation rates on retirement savings, consider this scenario com-
paring two clients over 40 years. Both clients achieve a hypothetical 6% average annual return after fees 
and expenses throughout their retirement years. These returns suggest that the Sequence of Returns Risk 
does not affect either portfolio.

The inflation experience over these 40 years averages 2.5% but is distributed in different phases. During 
the first decade, inflation runs at 4%. In the second decade, it decreases to 3%. The third decade sees 
inflation at 2%; in the final decade, it drops to 1%. This structured distribution of inflation rates allows us to 
analyze how varying inflation levels affect retirement savings over an extended period, even when invest-
ment returns stay consistently favorable.

Consider two different sequences of these inflation rates:

Scenario 1

Client A experienced inflation in ascending order, meaning 1% for the first ten years, 2%, 3%, and 4% for 
the last decade. In this hypothetical case, your client is still solvent, and their assets have nearly doubled 
over the 40 years.

Scenario 2

On the other hand, Client B experienced inflation in descending order, starting at 4% for the first ten years, 
then 3% for the next ten, followed by 2%, and finally dropping to 1% in the last decade. Despite the same 
average inflation rate, Client B depleted their assets by the 37th year.
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Impact of Sequence of Inflation Risk on $1 Million Portfolio
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

This comparison illustrates the significant impact of the sequence of inflation rates on long-term financial 
outcomes, even when the two scenario average return rates stay constant.

The importance of growth, as explored in the Retirement Investment Paradox™, becomes clear when we 
examine scenarios with lower returns and how the Sequence of Inflation Risk™ becomes more pronounced 
as average portfolio returns decline.

Consider a situation where both clients achieved only a hypothetical 4% net rate of return after fees and 
expenses. Under these circumstances, the impact of the inflation sequence becomes magnified.

With an average net 4% rate of return, Client A would exhaust their retirement savings in the 36th year, 
while Client B would deplete their funds by the 26th year. This highlights how the sequence of inflation 
rates can significantly accelerate the depletion of retirement assets when combined with lower, more 
conservative investment returns.
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Impact of Sequence of Inflation Risk on $1 Million Portfolio
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

Early Higher Inflation Followed By The Fed’s 2% Inflation

The Sequence of Inflation Risk shows us an important aspect of retirement planning that demands our 
attention. This concept demonstrates how the timing and magnitude of inflation can dramatically affect the 
longevity of retirement savings. Let us explore this phenomenon through a diverse set of scenarios.

Let us look at a retiree with a net 6% average rate of return on their portfolio, taking $40,000 income in- 
creasing at varying high inflation levels early in retirement, followed by a more moderate 2% inflation rate.

Our analysis examines various inflation and duration scenarios to understand their impact on retirement 
assets. By testing different combinations of inflation rates and periods, we show how even shorter periods 
of elevated inflation can significantly affect retirement savings over extended lifespans. This allows us

to assess the vulnerability of retirement assets to inflationary pressures, particularly as retirees face the 
prospect of funding retirements that could span multiple decades.

We show that brief periods of higher inflation and increased longevity may create substantial challenges 
for maintaining retirement assets for the long term. This relationship between inflation, time, and asset 
preservation is critical in modern retirement planning.

Inflation Rate First Number of Years  
in Retirement

Inflation Rate After 
Initial Higher Inflation

You May Run Out of 
Funds  After This Many 
Years of Retirement

4% 11 years 2% In year 40

5% 7 years 2% In year 39

6% 5 years 2% In year 39

Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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In the first scenario, a retiree experiences 4% inflation for the first 11 years of retirement, followed by 2% 
inflation thereafter. This individual’s retirement savings last for 40 years before depletion.

In the second scenario, the retiree starts with a 5% inflation rate for the first 7 years of retirement, again 
followed by 2% inflation. Despite the shorter duration of high inflation, this retiree’s funds are exhausted in 
year 39.

The third scenario shows that with 6% inflation for just the first 5 years of retirement, followed by 2% infla-
tion, the retiree still faces fund depletion in year 39.

These scenarios underscore two crucial insights. Even relatively brief periods of high inflation early in 
retirement can have long-lasting and detrimental effects on financial stability.

Second, growth in a retiree’s portfolio is needed as this assumes a hypothetical 6% net rate of return. Less 
return accelerates the depletion of assets in these examples.

This occurs because high inflation in the early retirement years erodes purchasing power more rapidly, 
forcing larger withdrawals from the retirement portfolio. These increased withdrawals, in turn, leave less 
capital to grow and compound over the remaining retirement years, even when inflation moderates later.

Multi-Generation Retirement™
In our discussion of the Retirement Investment Paradox™, we used the analogy of a boat sailing from San 
Diego to Hawaii. What if, as you were sailing, you discovered your parents’ ship, which had embarked

for Hawaii before you, and they had exhausted their supplies? They planned for a shorter voyage, never 
expecting to sail this far. Now, you must share your supplies between the two ships. Your carefully planned 
resources must stretch to sustain both boats.

Then, as you navigate this new challenge, you spot your grandparents’ boat, also depleted of provisions. 
They, too, had planned for a shorter journey, but favorable winds kept them sailing far longer than anyone 
expected. Now, your original supplies must support three ships through their extended voyages.

This is the essence of Multi-Generation Retirement™. One generation’s retirement resource potentially 
supports multiple generations simultaneously. Just as our sailor never planned to provision multiple ships, 
today’s retirees may find themselves supporting their own retirement, their longer-living parents, and 
perhaps even grandparents.

Each additional generation creates exponential strain on the original retirement resources, much like each 
additional ship depleting the carefully planned supplies more rapidly.

Here is a personal example to illustrate this challenge. I have a friend who is 68 years old and seriously 
considering retirement. He cares for his 103-year-old mother. His situation points to a shift in retirement 
planning. As he plans his and his wife’s retirement, he must also prepare for his mother’s ongoing care and 
support.

One generation supports two generations of retirees.
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This scenario differs from the traditional “sandwich generation” concept, where working adults simultane-
ously support aging parents and growing children. In the sandwich generation, individuals maintain active 
employment, allowing them to adapt their income to meet multi-generational responsibilities.

This reality changes our understanding of retirement planning. The need for substantial portfolio growth 
becomes more important than ever as retirees must address persistent inflation and increased longevity 
across multiple generations.

The combination of extended longevity, inflation, and multi-generational support obligations creates 
unprecedented planning challenges.

A Three-Generation Example

Consider this.

A couple has a child at age 30. When that child turns 70, he wants to retire, but because his parents did 
not plan to live as long as they did, they are now 100 and broke. He now has two generations to support in 
retirement.

That child, when he was 30 years old, had a child - a daughter. When she turns 70, she decides to retire. 
With poor planning, her parents are 100 and broke, and her grandparents are 130 and broke. She now must 
support three generations of retirees.

And do you know what none of those mentioned above children have that previous generations had?

An inheritance.

This is the concept behind Multi-Generation Retirement™.

This may be why the Great Wealth Transfer may not take place or the magnitude of the anticipated Great 
Wealth Transfer could be much smaller than commonly anticipated unless we begin planning for growth 
early in clients’ portfolios.

This is not science fiction. This is why we must change our thinking about retirement, account for much 
longer lifespans, and position portfolios to provide for opportunities to increase growth in our retiree 
portfolios in calculated ways.

The Longevity-Inflation Impact
Why is this new paradigm of longevity coupled with inflation important?

This is because we find a fundamental misunderstanding of modern retirement mathematics. While the 
industry has long recognized increased longevity and persistent inflation as challenges, these two forces 
create a more complex relationship than traditionally understood. They interact in ways that fundamentally 
challenge traditional retirement planning assumptions.

We identified what we call the Longevity-Inflation Impact. This mathematical relationship exposes a blind 
spot in current retirement planning. It is what we call the Arithmetic of Failure. Our research shows that 
while the required returns to combat longevity and inflation show a linear progression, the consequences 
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of inadequate returns create an exponential deterioration of retirement resources.

The implications of this explain some of our earlier discussion points:

•	 The Retirement Investment Paradox™ showed us that conservative portfolios, traditionally consid-
ered “safe,” may actually increase the risk of failure over extended retirements.

•	 The Sequence of Inflation Risk showed us how the timing of inflation can accelerate portfolio 
depletion.

However, the mathematical relationship between these two factors, longevity and inflation, presents the 
most important concept. When portfolios fail to maintain adequate returns above inflation over extended 
periods, the impact on portfolio depletion becomes exponential. Our research demonstrates why:

•	 Portfolios that appear adequately funded under traditional metrics fail decades earlier than 
expected.

•	 Each percentage point shortfall below required returns creates accelerating portfolio depletion.

•	 Conservative investment approaches, while appearing prudent, may actually hasten portfolio 
failure.

The Longevity-Inflation Impact leads us to question whether the industry’s current approach to “conserva- 
tive” retirement planning might systematically undermine retirees’ long-term financial security.

It requires us to reconsider what constitutes appropriate returns for retirements that may span four or five 
decades.

Target Sustainability Rate
Much like the mythical fountain of youth, the Target Sustainability Rate represents our search for portfolio 
sustainability in an era of extended retirements and inflation.

And as much as the fountain of youth was not found hundreds of years ago, modern science may be on 
the verge of discovering it now. So too, are we looking to find the proverbial fountain of youth in the form 
of a model for returns that could help a portfolio in the times we believe we have ahead of us?

To understand this relationship, we tested multiple scenarios over 50 years. We examined hypothetical, 
net returns after fees and expenses of 6%, 5%, 4%, and 3%, against four inflation scenarios of 1%, 2%, 
3%, and 4%. Each scenario assumed a $1 million portfolio with initial withdrawals of $40,000, increasing 
at the respective inflation rate.

We wanted to see if there was a relationship between longevity, inflation, and portfolio sustainability. We 
identified what we call the Target Sustainability Rate, which is the minimum return rate that we believe 
would be required to sustain portfolios through extended retirements in varying inflationary environments.

The hypothetical examples shown below assume a 4% annual withdrawal rate, and reinvestment of all 
dividends. The hypothetical, annual rates of return are not guaranteed and do not reflect the performance 
of any specific investment. Actual returns will fluctuate and may be higher or lower than the assumed rate.
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1% Inflation

What we found at only a 1% average inflation rate for 50 years:

•	 6% net return portfolio would quadruple to over $4 million.

•	 5% net return portfolio would maintain value but barely keep pace.

•	 4% net return would deplete by year 44.

•	 3% net return would deplete by year 34.

At 1% inflation, we found that a 6% net after-fee return appears to hit our Target Sustainability Rate, 
meaning it gave us the return needed to maintain purchasing power while supporting withdrawals over 
extended periods and providing growth. This rate could provide a buffer against both inflation and longev-
ity risk.

The 5% net return did not deplete the account but did not grow the account either at 1% inflation. The 
lower returns create a slow but inevitable depletion of assets.

Target Sustainability Rate
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

2% Inflation

We believe that 2% inflation represents a more likely scenario, yet the results are eye-opening in this 
hypothetical scenario.

•	 6% net return would maintain growth, ending at $1.75M.

•	 Surprisingly, a 5% net return would deplete the portfolio by year 43.

•	 4% net return would deplete by year 34.

•	 3% return would deplete by year 28.

At 2% inflation, annual withdrawals increase from $40,000 to $105,552, and a net 6% return is the 
minimum required to maintain purchasing power and avoid depleting the portfolio over 50 years. Returns 
below a net 6% result in significantly earlier portfolio depletion than with 1% inflation, which is not 
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surprising in itself but points to the possible harm overly conservative portfolios may bring to the retiree 
living longer and living with inflation.

Target Sustainability Rate
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

3% Inflation

At a slightly higher inflation rate of 3%, none of the portfolios could withstand the Longevity-Inflation 
Multiplier. The depletion timeline of this hypothetical portfolio is as follows:

•	 6% return: would deplete by year 43.

•	 5% return: would deplete by year 33.

•	 4% return: would deplete by year 28.

•	 3% return: would deplete by year 25.

Even a 6% net return could not sustain the portfolio for 50 years as annual withdrawals more than quadru-
ple, increasing from $40,000 to $170,249. For the other tested returns, depletion would occur much earlier 
than with 1% or 2% inflation, suggesting that higher returns may be needed for sustained retirement 
income in higher-inflation environments.

Target Sustainability Rate
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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4% Inflation 

All portfolios were depleted by the 34th year, with the 3%, 4%, and 5% net return portfolios failing to make 
it to the 30th year.

Target Sustainability Rate
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

Why Is This Important?

Required returns progress linearly. Under the assumptions used in this hypothetical example to maintain 
sustainability, our research suggests that each 1% increase in inflation would require approximately a 1-2% 
increase in portfolio returns.

However, portfolio depletion accelerates exponentially. When returns fall short of required levels, the pace 
of portfolio depletion accelerates dramatically. Small shortfalls in returns lead to disproportionately faster 
portfolio depletion. This acceleration effect becomes more pronounced as inflation increases.

The returns required for portfolio sustainability may be significantly higher than commonly assumed. Even 
at the Federal Reserve’s 2% inflation target, portfolios may require net returns of 6% to be sustainable over 
extended retirements.

Second, the consequences of falling short of these required returns are severe. The accelerating nature 
of portfolio depletion means that what appears to be a slight shortfall in returns can lead to dramatically 
earlier portfolio failure.

The implications are profound. What the industry has labeled “prudent” retirement planning might sys-
tematically undermine retirees’ financial security in the new world of living longer and with inflation. It 
is the exact opposite of its intended effect. This requires fundamentally reimagining retirement planning 
methodology and portfolio construction, challenging core assumptions that have guided the industry for 
three-quarters of a century.
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The Right Foundation

The scenarios presented here are deliberately constructed to illustrate a point, not predict a life. Real 
retirees are not passive actors. They adjust, adapt, and make dozens of small decisions each year that a 
model cannot anticipate. A retiree who spends less in a difficult market, delays a vacation, or modifies a 
withdrawal by even a modest amount introduces flexibility that no static projection can capture.

We acknowledge that. We built the model this way on purpose.

Because the danger is not the sophisticated retiree with a talented advisor who adjusts in real time. The 
danger is the industry default. The standard plan. The portfolio was constructed around assumptions that 
may have been reasonable for a twenty-year retirement and can be quietly catastrophic for a fifty-year 
one. When the baseline assumption is wrong, every adjustment made against it is also slightly wrong, 
compounding silently over decades the same way inflation does.

The solution is not a more flexible model. The solution is a better starting point.

A portfolio constructed with a genuine understanding of the Target Sustainability Rate, the Sequence of 
Inflation Risk, and the Longevity Inflation Impact does not need as much behavioral rescue along the way. 
It is built for the retirement people that are actually living, not the one the industry planned for a generation 
ago. The retiree who begins with the right foundation still has flexibility available. The retiree who begins 
with the wrong one spends that flexibility simply trying to survive.

That is the difference between a plan and a prayer.

The Retirement Real Return Rule
As we tinkered with the Target Sustainability Rate, we discovered what we call the Retirement Real Return 
Rule. This rule suggests the minimum returns above inflation needed to sustain the modern retiree.

Our analysis, as shown in the hypothetical scenario below, shows us a fundamental truth that challenges 
the core assumptions of retirement planning. The critical component in retirement sustainability is not 
achieving a specific nominal return but rather maintaining a mathematical spread above inflation. This 
changes how we approach retirement planning in an era of increased longevity coupled with inflation.

If you examine our search for the Target Sustainability Rate, we have identified that maintaining a 4%-5% 
spread above inflation represents the minimum threshold for long-term portfolio sustainability.

This mathematical relationship explains why portfolios that appear adequately conservative by traditional 
standards may systematically fail over extended time horizons.

•	 At 1% inflation, a 6% net return would thrive (5% spread)

•	 At 2% inflation, a 6% net return would barely sustain (4% spread)

•	 At 3% inflation, a 6% net return would fail (3% spread)

•	 At 4% inflation, a 6% net return would collapse (2% spread)
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Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

This leads us to propose the Retirement Real Return Rule. For sustainable 40+ year retirements, we believe 
that portfolio returns must exceed inflation by approximately 4-5%. This rule provides a dynamic frame-
work that adapts to varying economic environments.

•	 1% inflation environment requires ~5-6% returns.

•	 2% inflation environment requires ~6-7% returns.

•	 3% inflation environment requires ~7-8% returns.

•	 4% inflation environment requires ~8-9% returns. 

The implications are interesting.

At the Federal Reserve’s 2% inflation target, retirees would require minimum net returns of 6-7%, which is 
significantly higher than traditional conservative allocations typically provide. This suggests that conven-
tional “conservative” retirement strategies may be systematically undermining retirees’ long-term financial 
security.

The Retirement Real Return Rule represents more than an incremental advancement in retirement planning 
theory. We believe it requires a fundamental reimagining of what we have been taught constitutes prudent 
retirement planning. In an era where retirements may span up to four or five decades, the industry must 
shift from focusing on nominal returns to maintaining critical spreads above inflation. The mathematics of 
long-term portfolio sustainability demands this.

This paradigm shift challenges financial advisors to reconsider their basic risk, return, and portfolio con-
struction assumptions. Being too conservative in retirement could potentially represent the greatest threat 
to long-term financial security. When you first hear this, it is an uncomfortable insight, but one that the 
financial community needs to examine.

Interestingly, each extra 1% of withdrawals from a retirement account adds an additional 1% to the spread 
over inflation.

The future of retirement planning does not lie in achieving arbitrary return targets but in maintaining the 
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mathematical relationships that drive long-term sustainability. The Retirement Real Return Rule provides 
the framework for this essential change in modern retirement planning.

The Retirement Real Return Rule in Various Scenarios
Our prior discussion established the Retirement Real Return Rule, which suggests that for retirement 
sustainability, one must maintain a 4-5% return spread above inflation. However, this assumes a 4% 
annual withdrawal rate, and our curiosity led us to see if this held in different withdrawal percentages. We 
examined 3%, 4%, and 5%, creating what we call the Retirement Real Return Rule.

A 3% Withdrawal Rate

3% Withdrawal Rate and 1% Inflation

This is likely the most favorable scenario with low long-term inflation and a low withdrawal rate.

Under these conditions, achieving a net 4% return (3% spread above inflation) may be sufficient for 
portfolio sustainability, whereas a net 3% return (2% spread above inflation) narrowly avoids complete de-
pletion of assets. However, if returns drop to a net 2% (1% spread above inflation), the portfolio becomes 
exhausted in year 41.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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3% Withdrawal Rate and 2% Inflation

One percentage point more in inflation forces a net 5% return to stay comfortably in retirement. A net 4% 
return would barely make it through the longevity period, and we would deplete the account in the 41st 
year with a net 3% return.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

3% Withdrawal Rate and 3% Inflation

Now, we are seeking a 6% net return at 3% inflation with a 5% net return barely making it and the portfolio 
would deplete in the 40th year of the 4% net rate of return.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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This data implies that the traditional view of what constitutes a “conservative” portfolio may need to be 
reconsidered. Even with a modest 3% withdrawal rate, maintaining a spread of at least 3% above inflation 
may be necessary for long-term sustainability.

3% Withdrawal Rate Analysis
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

A 4% Withdrawal Rate

4% Withdrawal Rate and 1% Inflation

This incorporates the traditional 4% rule for income at favorable long-term inflation. We see that a net 6% 
return may be needed or a 5% spread over inflation. At a 5% net return, we may be good but would fail at 
a conservative net 4% return, failing in year 44.
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Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

4% Withdrawal Rate and 2% Inflation

We are back to our friend 2% inflation and the 4% withdrawal rule. We see that now a net 7% return or a 
5% spread over inflation is needed for optimal results. At a 6% net return and a 4% spread, we may be 
good but would fail at a moderate risk of a net 5% return, depleting the account in the 44th year.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

 
4% Withdrawal Rate and 3% Inflation

At higher 3% inflation, our returns and spread over inflation increase. We now need a 5% spread or a net 
8% return for the best results. A net 7% return and a 4% spread over inflation would give us good results, 
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but we would fail at a net 6% return, which is a 3% spread, depleting the account in year 43.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

The traditional 4% rule faces significant challenges in various inflation and longevity assumptions. Con- 
servative portfolios targeting 4-5% returns may be too conservative even in low inflation and may require 
more growth-oriented allocation than traditionally recommended.

4% Withdrawal Rate Analysis
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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A 5% Withdrawal Rate

5% Withdrawal Rate and 1% Inflation

A high withdrawal rate, even at lower inflation, requires a net 7% return, representing a 6% spread over 
inflation. A 5% spread or a net 6% return gives us a good outcome, but we fail at a net 5% return, repre-
senting a 4% spread over inflation, depleting the account in year 37.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

5% Withdrawal Rate and 2% Inflation

At 2% inflation, we now would require a net 8% return or a 6% spread over inflation. We now would need 
a 5% spread inflation or a 7% return for our good result, and we would deplete the account in year 37 by 
giving your client a net 6% rate of return, which is a 4% spread over inflation.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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5% Withdrawal Rate and 3% Inflation

We need a net 9% return at higher inflation, representing a 6% spread over inflation. A net 8% or 5% 
spread over inflation would give us a good outcome, but at this higher income level and a higher level of 
inflation, a net 7% return representing a 4% spread over inflation would deplete the account in year 37.

Retirement Real Return Rule
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.

This higher income requires the highest returns of all withdrawal rates. We need a consistent 6% spread 
above inflation for great results. Each 1% increase in inflation requires a 1% additional return. This may 
require more aggressive portfolio management and perhaps taking on more market risk.

5% Withdrawal Rate Analysis
Source:  Dunham,  2025.  For  i l lust rat ive  purposes on ly.
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Our research implies that living to potentially age 120 is not the greatest risk facing future retirees. It is 
surviving financially to age 120. What the industry labels as “prudent” and “conservative” retirement plan-
ning may systematically undermine retirees’ financial security, creating a generational crisis where millions 
outlive their assets.

The mathematics of extended longevity demand we consider abandoning traditional notions of conser-
vative retirement planning. The greatest risk to retirees is not market volatility; it is the invisible threat of 
insufficient returns compounded across decades.

What the Math Actually Tells Us
What we are proposing here is not simple refinement of how our industry thinks about retirement planning. 
Frankly, it is a fundamental challenge to it.

The Retirement Real Return Rule does not ask advisors to adjust a number or revisit an assumption at the 
margins. It asks for something far more uncomfortable. 

In an exciting world of longevity, it asks whether the portfolio we have been calling conservative is actually 
the single greatest threat to the very same retirement we sought to to protect. Based on everything we 
have examined, we believe the answer is yes. However, growth-oriented strategies may involve substan-
tially higher volatility and greater risk of loss, including losses early in retirement. Investors should consid-
er both long-term inflation risk and market risk when determining an appropriate investment strategy.

Please understand we are not looking for controversy. We are simply looking at math. 

At a 2% inflation rate and a 4% withdrawal rate, which are not dramatic assumptions and in fact I would 
say they are the assumptions that may currently sit in many retirement plans right now, a portfolio targeting 
5% net returns would not survive a fifty-year retirement. 

In fact, it does not come close,

And yet 5% net returns in a balanced portfolio is precisely what the industry has spent decades calling 
prudent.

We understand that this finding places a great burden on the advisor community. It asks advisors to have 
a conversation with clients that runs counter to everything the industry has taught both. It asks them to 
rethink what risk means in a world where people are living longer than the models ever anticipated.

But the retiree sitting across the desk today deserves that conversation. They deserve a portfolio built 
around what a potential fifty-year retirement actually may demand. The Retirement Real Return Rule exists 
because the math demands it, and because the people we serve deserve better than a plan that feels safe 
but may run out of time.
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Closing Thoughts
The question that opened this paper was simple. 

Is our industry prepared for retirees living longer? 

The honest answer, after looking at the math of extended retirements and the compounding effect of infla-
tion over 50 years, is that we are not. And the more uncomfortable finding is that the tools we have trusted 
most may be contributing to the problem we are trying to solve.

The industry that built the current retirement planning model used the then-current assumptions. A 20 to 
25-year time horizon, managed with a conservative allocation and a modest withdrawal rate, may have 
been a sensible plan for a sensible lifespan. 

The famous Wayne Gretzky quote said that what made him the “Great One” was that everyone skated to 
where the puck was, and he skated to where the puck was going to be. 

Are we skating towards one of the most remarkable advancements in human history, extending our 
healthspan beyond what we can currently conceive?

Think about how many people you know who are in their 90s and potentially 100s and compare that 
number to just 10 years ago.

What the industry has not yet fully reckoned with is that the lifespan has changed, while how we plan may 
have not.

The Sequence of Inflation Risk, the Longevity Inflation Impact, the Target Sustainability Rate, and the 
Retirement Real Return Rule are our attempts to bring a sharp focus on this pressing topic.

We are not layering new concepts onto old assumptions, but instead, replacing the assumptions them-
selves. Retirement readiness is not a nominal return target. It is a spread above inflation maintained across 
however many years a person actually lives. 

That may sound subtle, but across fifty years, it is the difference between a retirement that holds and one 
that quietly unravels.

The Great Wealth Mirage follows directly from this math. 

The intergenerational wealth transfer the industry anticipates may be smaller than projected, not because 
markets are disappointed or because healthcare costs have consumed everything, but because the plan-
ning we currently use, applied to 50-year retirements, was designed for 20- to 25-year retirements. 

And like the frog in the pot, the erosion is slow, silent, and it does not show itself until the options available 
to correct it are few.



40

IS OUR INDUSTRY PREPARED FOR RETIREES’ LONGER LIFESPANS?

Sources 
1.	 DFA: Distributional Financial Accounts, The Board of Governors of the Federal Reserve System, 

last updated March 27, 2026, https://www.federalreserve.gov/releases/z1/dataviz/dfa/distribute/
table/#quarter:145;series:Net%20worth;demographic:generation;population:all;units:shares

2.	 https://news.stanford.edu/stories/2018/11/lifespan-increasing-people-live-65

3.	 A 150-year-old human? Alabama scientist bets $1 billion on it, by Lee Roop, July 28 , 2028 , https://
www.al.com/  news/2018/07/a_150-year_old_human_alabama_s.html 

4.	 U.S. consumer spent 9.7% of their personal disposable income on food food in 2025, FDA, June 1, 
2026, https://www.ers.usda.gov/data-products/chart-gallery/76967

5.	 Food inflation in the United States from 1968 through 2026, U.S. Inflation Calculator, n/d, https://www.
usinflationcalculator.com/inflation/food-inflation-in-the-united-states/

6.	 Dunham and Bloomberg

https://informaconnect.com/wealth-management-industry-awards/
https://informaconnect.com/wealth-management-industry-awards/
https://news.stanford.edu/stories/2018/11/lifespan-increasing-people-live-65
https://www.al.com/  news/2018/07/a_150-year_old_human_alabama_s.html
https://www.al.com/  news/2018/07/a_150-year_old_human_alabama_s.html
https://www.ers.usda.gov/data-products/chart-gallery/76967
https://www.usinflationcalculator.com/inflation/food-inflation-in-the-united-states/
https://www.usinflationcalculator.com/inflation/food-inflation-in-the-united-states/


41

SALVATORE M. CAPIZZI, CEPA. DUNHAM & ASSOCIATES INVESTMENT COUNSEL, INC.

About the Author 
Salvatore M. Capizzi is EVP of Dunham & Associates Investment 
Counsel, Inc. (Dunham). With more than three decades of 
financial services experience, Sal is a seasoned industry leader 
with expertise in global sales and distribution, marketing, busi-
ness development, and strategic planning. His career includes 
launching startups, reengineering organizations, and designing 
sales and marketing strategies that have significantly grown 
assets under management and profitability.

Before joining Dunham, Sal served as CEO of Global Wealth 
Management at ThomasLloyd Group, where he built sales 
and distribution across Europe and the Americas. He also 
held executive leadership roles at New York Life Investment 
Management, Chase Manhattan Bank, and Shearson Lehman 
Brothers. At BlackRock, he was Executive Vice President/
Managing Director, where he helped launch and scale the firm’s 
mutual fund business, creating its retail distribution platform 
and driving substantial growth during his eight-year tenure.

Sal earned a B.A. in History from Baruch College and holds 
FINRA Series 6, 7, 22, 24, and 63 registrations.

He is a recognized voice in the investment industry and an 
award-acknowledged thought leader. His retirement research 
white paper, Is Our Industry Prepared for Retirees’ Longer 
Lifespans? — which introduced original frameworks including 
the Retirement Investment Paradox™ and Multi-Generation 
Retirement™ — earned Dunham a 2025 WealthManagement.
com Wealthies Finalist nomination for Thought Leadership. In 
2026, Sal was named a Wealthies Finalist for CMO of the Year. 
He shares ongoing thought leadership on market shifts and 
retirement strategies through features including an in-person 
appearance on Bloomberg Radio, a live interview on Yahoo 
Finance, and expert commentary quoted in Kiplinger, Financial 
Advisor magazine, ThinkAdvisor, and more.

Salvatore M. 
Capizzi, CEPA, CBDA

EVP of Dunham & Associates 
Investment Counsel, Inc. 
Dunham



42

IS OUR INDUSTRY PREPARED FOR RETIREES’ LONGER LIFESPANS?

Disclosures
This communication is general in nature and provided for educational and informational purposes only. It should not be considered 
or relied upon as legal, tax or investment advice or an investment recommendation, or as a substitute for legal or tax counsel. Any 
investment products or services named herein are for illustrative purposes only and should not be considered an offer to buy or sell, 
or an investment recommendation for, any specific security, strategy or investment product or service. Always consult a qualified 
professional or your own independent financial professional for personalized advice or investment recommendations tailored to your 
specific goals, individual situation, and risk tolerance. All examples are hypothetical and are for illustrative purposes only.

Portfolio projections, depletion analyses, inflation assumptions, and sustainability illustrations contained in this paper are hypo-
thetical, do not reflect actual investment results, and are not guarantees of future performance. Actual investment outcomes may 
vary materially based on market conditions, investor behavior, inflation rates, withdrawal patterns, taxes, fees, and numerous other 
factors. 

All investments are subject to risks, including possible loss of principal. Investors should consider the investment objectives, risk 
factors, and expenses of any investment carefully before investing. Diversification does not guarantee profit or ensure against loss.

Past performance may not be indicative of future results. 

No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. There 
may be economic times where all investments are unfavorable and depreciate in value.

Different types of investments and/or investment strategies involve varying levels of risk, and there can be no assurance that any 
specific investment or investment strategy will be profitable for a client’s or prospective client’s portfolio; thus, investments may 
result in a loss of principal. Accordingly, no client or prospective client should assume that the information presented serves as the 
receipt of, or a substitute for, personalized advice from Dunham & Associates Investment Counsel, Inc. (“Dunham”) or from any other 
investment professional.

The analyses, charts, examples, and illustrative scenarios presented are hypothetical and are intended solely to facilitate discussion 
of retirement planning concepts. The information reflects assumptions selected by the author regarding factors such as inflation, 
longevity, spending, withdrawal rates, and investment returns. These assumptions may not reflect actual future conditions, and 
actual results are likely to differ materially. The concepts and frameworks discussed herein represent the author’s opinions based on 
the assumptions utilized and should not be interpreted as established financial principles, guarantees, forecasts, or predictions of 
future events. This material is educational in nature and should not be relied upon as the basis for any investment, financial planning, 
or retirement decision.

Certain calculations, charts, and illustrative analyses presented in this paper were prepared using a combination of proprietary 
methodologies, third-party data sources, spreadsheet modeling, and generative artificial intelligence tools. The outputs of artificial 
intelligence systems may contain inaccuracies or computational errors. Accordingly, all AI-assisted content should be considered 
illustrative in nature and not independently authoritative. 

The longevity scenarios represent speculative future possibilities based on emerging research and should not be interpreted as 
forecasts of future life expectancy. The concepts are proprietary educational frameworks developed by the author and are not 
universally accepted financial planning standards.

About The Wealth Management Industry Awards

Salvatore M. Capizzi, CEPA, CBDA was nominated as a finalist for the 2026 Wealth Management Industry Awards for Chief Marketing 
Officer of the Year.

The annual Wealth Management Industry Awards celebrate the companies, individuals and organizations that demonstrate out-
standing achievement in support of financial advisor success. In evaluating entries, multiple factors were taken into consideration, 
including both quantitative measures, such as specific feature set, usage, potential, scope, scale, etc., along with qualitative mea-
sures such as innovation, creativity, new methods of deployment, etc. Compensation was not received from anyone in exchange for 
this nomination.

For more information on The Wealth Management Industry Awards, please visit:

https://informaconnect.com/wealth-management-industry-awards/   

Information contained in the materials included is believed to be from reliable sources, but no representations or guarantees are 
made as to the accuracy or completeness of information.

Dunham & Associates Investment Counsel, Inc. is a Registered Investment Adviser and Broker/Dealer. Member FINRA/SIPC. 
Advisory services and securities offered through Dunham & Associates Investment Counsel, Inc. Trust services offered through 
Dunham Trust Company, an affiliated entity.

https://informaconnect.com/wealth-management-industry-awards/


Dunham & Associates Investment Counsel, Inc.
Dunham.com

(858) 964-0500

Dunham & Assoc ia tes  Investment  Counse l ,  Inc .  is  a  Regis tered Investment  Adv iser  and Broker/Dea ler.  
Member  F INRA /  S IPC.  Adv isory  serv ices  and secur i t ies  offered through Dunham & Assoc ia tes  Investment  Counse l ,  Inc .

http://www.Dunham.com

