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Choosing a Financial Advisor when 
Close to Retirement 
Six things to consider 

You have financial questions as you approach retirement.  When 
exactly can I retire?  How much income can I expect?  How do I 
know if my money will last? 

The questions are complex.  It may mean seeking a financial 
advisor, perhaps for the first time, or perhaps a different one 
than before.  Find out what to consider when making this 
important choice. 

This guide is for those who are within five to ten years of 
retirement and want their assets to last throughout retirement. 

Overall, there are three ways to make sure you will have enough 
cash to last through retirement: 

1. Save more before retirement 

2. Match your lifestyle and expenses to your cashflow 

3. Design your investment program to last with the assets you 
have 

But how do you find someone with the expertise you need? 

Guideway Financial
I like this better than telling people to reduce, but I didn’t want to delete the other statement till you saw it.
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Here are 6 things to consider: 

Is the advisor independent? 

What do we mean by “independent advisor?” 

An independent advisor is not limited to proprietary products 
and receives no incentives for recommending one type of 
product over another.  You can rely on their advice as being 
objective and in your best interest.  

Ask if the advisor is registered solely as an Investment Advisor 
Representative (IAR) under a registered investment advisor firm 
(RIA). Or are they also registered as a broker or insurance agent 
who sells products? 

Some IARs are dually registered as commissioned sales agents.  
Some have referral relationships with brokers or insurance 
agents.  Independence means the IA only works for an RIA and is 
not affiliated with a commission-based brokerage or insurance 
firm.  Instead, unaffiliated RIAs direct investment strategy 
through independent custodians that provide access to a wide 
variety of investment choices.  Independent RIAs are fiduciaries. 

Guideway uses independent custodians and to execute trades 
for clients.  They do not influence the investment choices or give 
advice, and we receive no incentives from the relationship. 

Guideway has access to a wide array of investments, including 
funds from Dimensional Fund Advisors (DFA).  DFA works with a 
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select group of IARs and offers funds not available to retail 
investors. 

Are the fees transparent, and without conflicts of interest? 

Often, the investment advisor can be paid in ways that are not 
apparent to you. 

They may receive commissions or residuals from the investment 
companies that never show up on your statements; plus, fees 
from other professionals for referrals, bonuses, trips, or other 
incentives. 

A Fee-Only advisor is compensated directly by their clients for 
advice, planning, implementation, and ongoing management of 
assets.  The term “fee-based” sounds confusingly similar, but it 
is not the same.  Fee-based advisors can receive commissions 
and other compensation from products they sell to you. 

Fee-Only advisors may be paid hourly, as a retainer, by 
subscription, or as a percentage of assets under management 
(AUM).  The most common choice is to charge by a percentage 
of  AUM.  The theory is that the advisor has an incentive to grow 
the assets.  However, there are two drawbacks to this: 

1. It is not always in your best interest to maximize your assets.  
Sometimes, it is better to pay off debt, delay your Social 
Security benefits, or simply spend your money. It’s best if the 
advisor has no incentive to advise otherwise. 
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2. The advisor may have revenue growth goals that do not line 
up with your investment growth goals.  Your advisor should 
invest as aggressively or conservatively as appropriate for 
your goals, not according to the advisor’s revenue desires.  
Doing anything else can inappropriately skew the degree of 
risk. 

 

Ask how the investment advisor is compensated.  Is the advisor 
Fee-Only?  Does the advisor charge based upon AUM? 

Guideway works for you, and you alone.  As a Fee-Only advisor, 
our fees are clearly stated.  None of our compensation comes 
from product sales or referrals, and nothing is hidden.  
Guideway also avoids the potential conflicts of an AUM fee 
structure by charging a fixed retainer fee.  Thus, we can provide 
objective advice that is in your best interest, and you know 
exactly how much it will cost. 

Can the financial plan say with certainty how long money will last? 

No one wants their money to run out in retirement, especially in 
later years when you may be most vulnerable.  

We need to explain the term “certainty” here. 

There are two ways of looking at certainty: 

1. The probability that you will run out of money. 
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2. The probability that you will have a certain level of income 
each year. 

So, this means there are two types of variation in retirement 
income:   How long income lasts, and how much the amount of 
income in each year may deviate from the goal.  You should not 
tolerate any uncertainty in how long your money lasts. 

Running out of money when you are most vulnerable is not 
acceptable.  However, most people can tolerate some degree of 
fluctuation in annual income. 

Ask the advisor if your money is certain to last exactly as long as 
planned. 

This may sound to you like an unrealistic expectation. It’s not. 

Guideway uses a patented process to ensure your money lasts 
exactly as long as your plan. We would love to explain how we 
do it (link to freemium). 
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Does the investment management add value? 

One way to know if the strategy adds value is to compare the 
anticipated income to an established benchmark. 

The 4% Rule 

There is a very simple benchmark for retirement income called 
the 4% Rule.  The 4% Rule is designed to produce 30 years of 
income that is inflation adjusted.  The amount of income is 
equal to 4% of the initial retirement savings balance.  So, a 
person with $1 million would expect to be able to withdraw 
$40,000 per year, adjusted for inflation. 

Each investor’s situation is different, depending upon retirement 
length and risk.  And, it’s arguable whether the 4% Rule is 
sufficient to sustain a portfolio.  Nevertheless, a comparison to 
the rule provides an idea of how different strategies stack up. 

Ask the advisor to quantify the value of the investment 
strategy.  How well does it compare to the 4% Rule after their 
fees? 

Guideway’s investment strategy and fees are established to 
provide a plan with 85% probability of exceeding the amount of 
income from the 4% Rule on an annual basis after fees (see 
above for the 4% Rule). 



  Choosing a Financial Planner 
When Close to Retirement 

 

 

www.GuidewayFinancial.com 
512-487-7762 

 7 

 

Does the plan preserve income during downturns? 

We’ve experience three major downturns in the past twenty-
five years.  You likely will see several more during retirement. 

It is important to realize that these are not periods of increased 
risk, but of increased volatility.  A focus on managing short-term, 
emotion-based volatility may increase long-term risk to your 
retirement. 

For example, old-school advice says that when someone retires, 
they should dial down the “risk” of the portfolio by 
incorporating more bonds.  This may have made sense years 
ago, but today, retirees are living 20 to 40 years.  Relying too 
heavily upon bonds can make your portfolio more vulnerable to 
inflation since it won’t have the growth power to sustain such a 
long retirement.  As you can see, shifting to bonds does not 
reduce risk – it simply reduces short-term volatility and can 
actually add long-term risk. 

Ask the advisor if their portfolio selection is based on your 
short-term volatility tolerance.  This is a bit of a trick question.  If 
the answer is “Yes,” that may introduce more risk. 

If you suffer from extreme anxiety during times of high volatility, 
perhaps the old-school bond strategy is a good fit.  On the other 
hand, if you want your income to last the duration of your plan, 
that strategy may not be right for you. 
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Guideway’s patented process is designed to provide resilient 
income during short-term downturns.  No process is 
guaranteed, but ours allows you to control the probability of 
shortfalls so you can sleep well during downturns, while 
maintaining the course for the long-term.  Find out how we do 
it.  [Link to consultation page] 

 

Does the advisor provide tax expertise? 

One of the biggest impacts on your retirement portfolio is taxes.  
Fortunately, you have more control over taxes than market 
performance. 

Tax planning is VERY important. 

The S&P 500 has averaged XYZ over the past ten years.  Your 
yearly tax rate can vary from zero to beyond 37%.  In retirement, 
it is not unusual to see tax rates exceed 40% at low income 
levels because of the effects of Social Security phase-ins and 
Medicare IRMAA.  Something must be done to lawfully minimize 
taxes as much as possible.  This requires a forward view of taxes 
over a 5- to 10-year time frame, sometimes more.  

Tax preparers and CPAs are knowledgeable about tax rules.  The 
problem is that your tax accountant is focused on reporting 
what has already happened with your taxes – a backward view.  
And, the details of your financial picture are not incorporated 
since your tax accountant does not know about all your assets 
and liabilities, or your lifestyle.  Likewise, financial advisors may 
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not have the expertise to apply tax strategy to your wealth 
management program.  Some do tax planning, but few prepare 
taxes. 

In other words, these two very important financial management 
activities should not be implemented independently.  Yet, it is 
difficult to obtain the necessary expertise across two domains.   

The solution is to find a financial advisor who prepares taxes, 
even if you have a CPA or plan to prepare your taxes yourself. 

Ask whether the financial advisor prepares taxes.  Does the 
advisor have the know-how and software to run tax projections 
into the future? 

Guideway prepares individual tax returns.  Even if we do not 
prepare every client’s return, we prepare enough to have a 
sound knowledge base, and we have tools to project taxes.  This 
serves all clients well when it comes to tax planning. 
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Advisor Interview Cheat Sheet 

 Is the advisor solely an Investment Advisor Representative (IAR) 
under a Registered Investment Advisor firm (RIA), or is the advisor 
a broker or insurance agent who sells products?   
 

 Is the advisor or firm affiliated with another business that 
provides them sales commissions, incentives, referral fees, or 
“residuals”? 
 

 Is the advisor Fee-Only?  Does the advisor charge based upon 
Assets Under Management? 
 

 Are all their fees clearly listed on the monthly or quarterly 
investment statement? 
 

 Can the advisor create a financial plan and investment strategy in 
which your money is certain to last exactly as long as was 
planned? 
 

 How well is the advisor able to quantify the value of advice given?  
One metric is how well does the strategy compare to the 4% Rule 
after the advisor’s fees? 
 

 Is the portfolio selection based upon the client’s short-term 
volatility tolerance, or long-term probability of reaching financial 
goals? 
 

 Does the advisor prepare taxes as part of their services?  Does the 
advisor have the know-how and software to run tax projections 
into the future? 
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