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Creating Resilient Portfolios, Part 3: Generating Resilient 

Retirement Income 
Part 1 of our discussion about Controlling Risk with Time showed that stability is not safety, and volatility is not risk.  Part 2 showed 

that time eats volatility, and how using the anticipated return and time can help us choose safer but possibly higher volatility 

investments.  Now we will use these ideas to construct an example retirement portfolio using the Portfolion® Planning technique, 

which is designed to produce resilient income.  We will also estimate how the portfolio would have performed for a hypothetical 

retiree starting in 2008, the year of the Great Recession. 

Example Portfolio 
Eric and Erin Edwards retire at the beginning of 2008 and want to produce $40,000 in income, before taxes, adjusted for inflation, 

each year for 30 years.  They would like to exceed $40,000 with an 85% probability.  They have $820,000 invested in their IRAs.  

Little do they know at the time, but the Edwards are retiring in a year that will have much market strife before year end. 

Their advisor divides their portfolio into 30 sections called Portfolions®.  Each is dedicated to one year of retirement and invested in 

an allocation based on the amount of time.  When the designated year arrives, the Portfolion is liquidated and used as income.  This 

ensures their income lasts exactly 30 years and they won’t unexpectedly run out of money when they can no longer work. 

They immediately withdraw $40,000 for use in 2008 since they 

are retiring at once.  That’s a “null” Portfolion since it’s invested 

for zero time.  They also invest about $41,100 for their use in 

January of 2009, allocated as shown in the table. 

As discussed in Part 2, it’s hard to safely beat inflation over a one-

year period, so they invest extra in anticipation of a loss.  The extra is the amount above their goal of $40,000, which is $1,100. 

Over the course of 2008, the return of the invested Portfolion is +0.71%, despite the two stock funds losing over 35% of their value.  

It is also a good year T-Bills and a great year for bonds.  The Portfolion’s value at the beginning of 2009 is $41,400.  After subtracting 

inflation of 0.09%, it is still worth about $41,400, which beats the goal by $1,400, or 3.5%. 

To generate income at the beginning of 2010, the Edwards invested $41,000 as follows: 33% BIL, 53% DFIGX, 11% DFSVX, and 3% 

DFLVX; a more aggressive portfolio, but still mostly bonds and T-Bills.  Bonds and T-Bills have such a great two-year period, the total 

return from the beginning of 2008 to the beginning of 2010 is 4.6% with inflation at 2.8%.  After inflation, the return is 1.7%.  The 

nominal value is $42,900, and the inflation adjusted value is $41,739.  This beats the goal of $40,000 by $1,739, or 4.3%. 

The Edwards continue this process in each year of retirement, creating the allocation shown below.  
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Edwards Allocation For Years Invested

U.S. T-Bills (BIL) Dimensional US Large Cap Value Index (DFLVX)

Dimensional Int.-Term Govt. Fixed Income (DFIGX) Vanguard Long-Term Govt. Bonds (VUSUX)

Vanguard Long-Term Corp. Bonds (VWETX) Dimensional US Small Cap Value Index (DFSVX)

Stable Volatile

Investment (Ticker) Percent 

State Street 1- to 3-Month T-Bills (BIL)  67% 

Dimensional Int.-Term Govt. Fixed Income (DFIGX) 24% 

Dimensional Small-Cap Value (DFSVX) 6% 

Dimensional Large-Cap Value (DFLVX) 3% 
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The longer a particular Portfolion is invested, the more volatile is the investment.  The overall allocation is 40% stocks, 55% bonds, 

and 5% T-Bills. 

The nominal income and “real” inflation adjusted 

income from this hypothetical scenario for each 

year between 2008 and the beginning of 2019 are 

shown at right.  The real income tops $51,800 in 

2018, 30% above the target of $40,000.  The 

nominal income hits $60,800, a 52% increase.  The 

11 real payouts between 2009 and 2019 average 

17% above the target and provided an average of 

$6,900 extra income per year.  No year has a 

shortfall, despite retiring on the cusp of the crisis. 

Of course, shortfalls are possible.  There are no 

guarantees that the income would continue to 

exceed $40,000 in the future.  There are market conditions which will cause shortfalls no matter what allocation is selected.  

Nevertheless, we see that utilizing time to select the proper allocation can provide an income that exceeds the goal.  Despite nearly 

40% of the portfolio being in stocks during 2018, time was enough to overcome the volatility of stocks. 

If the Edwards had instead sought a capital 

preservation strategy and used T-Bills or money 

market funds for the entire portfolio, the income 

from the investments would have been far lower, 

as shown in the following chart.  By 2011, the real 

income falls below the goal and by 2019 the real 

income is $27,400; a shortfall of $12,600, or nearly 

a third.  To provide $40,000 of income with the 

same probability as the Portfolion allocation 

above, the Edwards would need to have $1.3 

million instead of $820,000, or nearly 60% more. 

We see that a capital preservation strategy can 

often increase the long-term risk for investors.  Using time to select the proper allocation is critical to increasing both the safety and 

the retirement income derived from investments. 

   

 

Disclosures:  This communication is not to be directly or indirectly interpreted as a solicitation of investment advisory services to residents of another jurisdiction unless 

otherwise permitted. No information contained in this document constitutes tax, legal, insurance or investment advice. Content is for informational purposes only. 

Past performance is not an indication of future returns. Projected returns are probabilistic and not guaranteed. Significant losses are possible, and loss of principal can 

occur with any investment. Investment expenses, such as management fees or trading costs are not included, but returns are net of fund expenses. While T-Bills and 

money market funds are similar in returns, T-Bills can lose value on a day to day basis while money markets very rarely lose money. Neither Asset Allocation nor 

Diversification guarantee a profit or protect against a loss in a declining market. They are methods used to help manage investment risk. Mutual funds are sold by 

prospectus.  Please consider the investment objectives, risks, charges, and expenses carefully before investing in mutual funds.  The prospectus, which contains this 

and other information about the investment company, can be obtained directly from the Fund Company or your financial professional.  Be sure to read the 

prospectus carefully before deciding whether to invest. Rebalancing can entail transaction costs and tax consequences that should be considered when determining a 

rebalancing strategy. Guideway is not associated or endorsed by the Social Security Administration or any other government agency. Data on fund returns provided by 

www.finance.yahoo.com. 
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