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Living Your Retirement Lives 
 Retirement Emotions, Planning for Inflation and Ways to Jump-Start Your Volunteering 

 

You’ve done your planning and you’re in retirement. 

But you can’t help but wonder why your retirement 

portfolio is not reaping the investment returns you read 

about in the financial press. So you’re tempted to make 

some changes. After all, if you can get one more year 

of double-digit returns, maybe you could buy another 

property or a new boat or take more vacations. But you 

know what’s going to happen. Your emotions are going 

to torpedo your retirement portfolio. 

Think of it this way: successful investing and overall 

fitness both mostly come down to discipline and 

planning. That’s what advisors (and personal trainers) 

are for – to help you stay the course and make rational 

decisions. 

Retirement Emotions Can Get in the Way 

A research firm named Dalbar does tons of research 

on investor behavior. If you’re a fan of behavioral 

finance and economics, you should read some of 

Dalbar’s reports, but here is a summary: Emotions too 

often drive investors to make poor decisions. 

According to Dalbar, investors consistently get returns 

worse than those of the market because they buy high 

and sell low. If you ever have a conversation with a 

friend about being scared after a downturn, you fall into 

this category. 

 

 

You are going to underperform, even if you completely 

track the market with index mutual funds, because of 

yearly fees. They could be as low as 0.5% of your 

assets or as high as 2.5%. But if you have low-cost 

funds and you still do less than half as well as the 

market, the problem is probably you, not the fees. You 

made bad choices, such as panicking during a slump. 

It’s really hard to stay the course when the world 

seems to be falling apart. You might feel that, if you 

don’t get out when your investment drops, all of your 

money might disappear. 

 

*  *  * 

 

Recognizing Recency Bias 

• This brings us to another behavioral trap called 

recency bias. This fancy term means that we 

tend to pay a lot more attention to what 

happened in the recent past than what 

happened historically or what is likely to 

happen.  

• This is why, when the market goes down, you 

think it’s going that way forever. When the 

market is hot, you believe that there is only one 

way it can go – up. 
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• If history is any guide, getting out when things 

look really bad is not a great idea. An 

experienced investor certainly knows that when 

the market seems at its worst, it’s a time to 

buy. Better yet, just keep investing, and let the 

market do what it’s going to do. 

• Research shows that staying the course is 

most likely to help you reach your goals. If 

you’re looking to invest for five to 10 years or 

more, what happens this month, this quarter or 

even this year doesn’t make a big difference in 

your final outcome. Especially if you have a 

plan. 

• It all comes down to discipline and circles back 

to the role of advisors. Your advisor helps 

investors understand the history of the market 

and talk with them when they get over-excited 

or scared.  

• If you have great self-control, a financial 

advisor might not be less necessary. But if you 

are not a disciplined investor, you might get 

some great value from an advisor who can talk 

you off the ledge. This is the role advisors play 

with their clients. And it’s one of the most 

important too.  

• Another role we play: helping our clients model 

out different scenarios – including bull and bear 

markets, fixed-income and equity historical 

performance-runs and one of the biggest risks 

to your retirement – maybe the biggest after 

your emotions – inflation.  

 

*  *  * 

 

Inflation Can Erode Your Retirement Quickly  

This summer, the U.S. Bureau of Labor Statistics 

reported that the Consumer Price Index increased 

5.4% over the past 12 months. Shockingly, media 

outlets ran with absurd headlines like these: “Inflation 

is Not as Bad as Feared” and “Inflation Fears 

Moderate” and even this one:  “Core Inflation Starts to 

Ease.” 

 

Ok, maybe it’s technically true that inflation “only” rose 

0.5% in July after rising 0.9% in June, but an increase 

of 0.5% every month is going to bring annual inflation 

north of 6%. Maybe this will hit home more: that 10% 

return on your portfolio is not 10% after inflation. Not 

even close. 

 

Maybe you don’t worry about some of the underlying 

data in the most recent inflation numbers? Maybe it 

doesn’t bother you that over the past 12 months: 

• Energy is up over 23%;  

• Fuel oil is up over 39%; and 

• Used cars and trucks are up over 41%. 

 

Well, you should remember this: Inflation can do a 

number on retirees’ incomes. Most people don’t think 

about that, but with longer lifespans, we run a real risk 

of seeing our retirement savings eaten away. Curbing 

its impact takes planning.  

This is especially important as economists continue to 

believe that inflation will accelerate even more. 

 

*  *  * 

 

Inflation Lessons from a Paper Route 

I learned that lesson early from my newspaper route 

when I was 10 years old, delivering the Patriot Ledger 

in Massachusetts. I had a Schwinn Stingray bike, with 

baseball cards in the spokes. Because I delivered 

every day without fail, the kickstand wore out.  
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So my pedal constantly hit the stand. You heard me 

coming halfway up the block.   

On Fridays, I collected the week’s newspaper payment 

from the customers on my route. The weekly delivery 

cost was 90 cents, and several of my customers gave 

me a dollar, which meant a 10-cent tip.  This was the 

1970s, an era of rapid inflation. The newspaper then 

announced an increase in the delivery cost to $1. And I 

didn’t think much of it. 

The next Friday, I arrived at my first stop, the home of 

a friendly elderly woman. Her expression was pained 

as I approached the door.  She said she knew about 

the price increase, but she could not give me anything 

more than the $1. She realized that there would be no 

tip for me.  She informed me that the ever-increasing 

cost of everything was crushing her. She could not 

keep up with the inflation.  

At several stops that Friday afternoon, I heard the 

same sad tale. I discussed the situation with my mom 

that night, telling her I never wanted to be in that 

position when I was older. She gave me the motherly 

advice of “study hard, so you can make a good living.” 

Thanks mom. 

 

*  *  * 

What You Can Do About Inflation 

It’s actually quite simple: one must address the 

inflation issue often and planning ahead and 

understanding the risks is paramount.    

This issue is a big concern for today’s retirees. They 

will likely experience a longer retirement than any other 

generation ever. They need to guard against the 

insidious damage done by regularly increasing costs 

over the decades. 

On behalf of your 85-year-old self, work with your 

advisor to plan ahead to create lifestyle-sustaining 

income. That way you can focus on what’s important to 

you – like maybe volunteering more. 

       

       *  *  * 

 

Volunteering in Retirement 

When thinking about where to focus your volunteer 

efforts, there are three basic considerations that should 

be taken into account:  

 

1. The needs of the community 

2. Your skills and interests  

3. Your resources 

 

Before deciding on how to volunteer, consider meeting 

with a group of like-minded friends to discuss what 

charities you would like to support, and what forms of 

volunteering are most practical given everyone’s other 

responsibilities.  
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Volunteering as a group can also promote team-building 

and encourage acquaintances to get to know each 

other outside of their usual environments. Maybe you 

and your friends can agree to take on occasional pro 

bono work for a nonprofit and incorporate the 

assignments into your normal schedules. Selected 

appropriately, these pro bono assignments can 

challenge your friends to broaden their skills. Your 

friends who normally have little extra time to volunteer 

in the community may especially appreciate the chance 

to perform work that stretches them, both personally 

and professionally. 

As well as providing your friends with the good feelings 

that come with giving back to the community, 

volunteering can offer great networking opportunities, 

and enhance your image among your neighbors. You 

may also wish to encourage friends to recruit family 

members and additional friends to participate in 

volunteer projects, thus broadening the effort and 

enabling them to spend much-needed quality time with 

people they care about. 

 

To help your volunteer program to succeed, it is 

encouraged to have agreed-upon policies in place that 

clearly outline how each of you will use their time, the 

types of organizations you will support and the 

activities you will perform. 

If you are uncertain whether your friends would be 

interested in volunteering, consider testing the waters. 

For example, instead of inviting your friends to eat 

lunch at a restaurant, ask them to spend an afternoon 

planting trees or cleaning a beach in conjunction with a 

local environmental group, followed by a picnic. If the 

outing is well received, more ambitious volunteer 

programs could be developed.  

 

 

 

 

 

Your Financial Advisor 

How does a wise (and retired) investor avoid falling prey to the lure of chasing returns? That's easy, just remember 

the adage: “If it sounds too good to be true, then it probably is.”  

And remember this: when you planned for retirement, you modeled out your financial expenses and lifestyle 

choices. But just because you’re retired, it doesn’t mean that your planning stops.  

For example, retirees should ask how to calculate the future rate of inflation because projecting what price increases 

lie ahead is central to anticipating their annual income needs. And sadly, there is no magic number. Worse, often 

times the assumed number can be flawed and can vary significantly from one family to the next because your 

personal inflation rate is unique based on your age and your lifestyle. The headline CPI number is important only as 

a general gauge. 

The more we consider prices as they relate to goods of the economy – and the lifestyle of the investor –  the more 

accurate we can be in estimating an inflation number.   

Talk to your financial advisor to make sure you accurately project for inflation as you think about your investing 

plans. So you can sleep better at night. And maybe volunteer more during the day. 
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