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The Market Challenge: Low interest rates and insufficient equity dividends 
make it harder to generate adequate retirement income.

INVESTMENT SOLUTION

Extending the Retirement Runway
Some 73 million baby boomers will have reached retirement age by 2030.1 But most working-age 
Americans—80%—fear their savings won’t provide enough income to live on in retirement, and just 37%  
have a source of protected lifetime income beyond social security.2 Variable annuities can help.

2018 was the first year in history that the world saw more people over the age of 65 than under 5.3 What’s 
more, Americans are living longer; some 73% of healthy 65-year-old couples have a retirement horizon of at 
least 25 years, while 46% expect retirement to last 30 years or more.4 But today’s low bond coupons and 
equity dividends may not meet common retirement income targets around 4%, leaving both dedicated savers 
and those who have not planned adequately for retirement at risk of outliving their savings. 

It Takes More to Generate $40,000 of Annual Distributions

Source: Bloomberg, Bankrate.com, and GSAM. “1990” and “2020” refer to January 1, 1990 and January 1, 2020, respectively. Amount needed to generate $40,000 is based on 
respective yields. The yield for the S&P 500 is the S&P 500 12 Month Dividend Yield. The yield for the 10-Year Treasuries is the Bloomberg US Generic Government 10 Year Yield. 
No assurance can be given that the client’s investment objective may be achieved. For illustrative purposes only. These illustrative results do not reflect any GSAM product and are 
being shown for informational purposes only. No representation is made that an investor will achieve results similar to those shown. Indices are unmanaged. Index figures reflect 
reinvestment of all income or dividends, as applicable, but do not deduct any fees or expenses which would reduce returns. Investors cannot invest directly in indices. The performance 
results are based on historical performance of the indices used. The result will vary based on market conditions and your allocation. Past performance does not guarantee future 
results, which may vary. 
1. U.S. Census Bureau, Population Division, 2017 National Population Projections, reflecting the projected population over age 65 in 2030. 2. Alliance for Lifetime Income, Protected 
Lifetime Income Index Study, July 2019. 3. United Nations, Department of Economic and Social Affairs, Population Division, World Population Prospects 2019. 4. American Academy of 
Actuaries and the Society of Actuaries, Longevity Illustrator, reflecting a 65-year-old male and 65-year-old female, both non-smokers of “Excellent” health, as of January 31, 2020.
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Source: GSAM. For illustrative purposes only. There is no guarantee these objectives will be met. 

The VA Solution: A variable annuity can reduce pressure to stretch for yield, 
raise income potential and provide a level of guaranteed income.

Almost three-quarters of American workers say income stability is more important than maintaining wealth 
in retirement.5 Adding a variable annuity distributing 5% can help address this concern by raising retirement 
income potential while reducing the probability of running out of money.

A variable annuity can reduce portfolio depletion risk for retirees who need distributions immediately and those 
who can wait for five years. And in a “worst case” outcome of running out of money, the guaranteed income 
that annuities offer continues. 

Lower Failure Rates
Income Now Income 5 Years Later

Chance of Failure 
at Different Annual 

Distribution Rates (%)
Portfolio without VA Portfolio with a VA Portfolio without VA Portfolio with a VA

% Change to  
First Column

2.5 2.8% 0.8% 1.5% 0.4% -85%

3.0 6.7% 3.8% 3.8% 1.8% -74%

3.5 13.1% 10.4% 6.9% 4.6% -65%

4.0 21.8% 21.3% 11.1% 9.2% -58%

4.5 32.3% 35.3% 16.6% 15.7% -51%

5.0 43.9% 50.4% 22.8% 23.3% -47%

Income After Failure $0 $7,500 minimum $0 $7,500 minimum

Source: GSAM as of December 31, 2019. Assumes a $500,000 initial portfolio with 30% allocated to a variable annuity (VA) where applicable. Please see page 4 for portfolio 
allocation. 1,000,000 simulations were run for each scenario, drawing 30 independent 12-month periods from July 1995 to December 2019 and simulating the portfolio’s hypothetical 
performance with a monthly withdrawal taken from the portfolio. The percentage shown in the table above is the percentage of simulations for which the portfolio was unable 
to provide the required monthly withdrawal before the end of the 30-year timeframe. The monthly withdrawal required for each 12-month period is grown monthly based on an 
assumed annual inflation of 2.4% (30-year average), less the monthly distribution provided by the VA where applicable. The VA’s monthly distribution is modeled on the performance 
of the same portfolio.
5. 2019 EBRI/Greenwald Retirement Confidence Survey.

Income in Retirement

Annuities

Probability of Running Out of Money

Higher Income in Retirement and 
Lower Probability of Running Out of Money
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Source: GSAM as of June 30, 2020. “Guaranteed income benefit (VA)” refers to the starting distribution from the variable annuity, based on the amount invested in the VA and VA 
distribution assumed. “Income from managed account” is the remaining income that must be provided by the managed side of the total portfolio. “% withdrawal from managed 
account” is the effective percent income that must be generated by the remaining non-VA side of the portfolio to produce the “Income from managed account” dollar amount.  
See disclosure page for additional information on methodology and assumptions.

Variable annuities and their guaranteed income benefits can relieve the pressure on other assets to produce 
yield. Allocating 20–30% of a traditional 70/30 portfolio to a variable annuity can offset lower returns 
elsewhere while reducing the distribution rates required to meet annual income needs. And the guaranteed 
income benefit can help to raise total retirement income.

For a $500,000 Portfolio Invest $0 in a VA Invest 20% ($100,000)  
in a VA with 5% Distribution Rate

Invest 30% ($150,000)  
in a VA with 5% Distribution Rate

Required Total Income $20,000 (4%) $20,000 (4%) $20,000 (4%)

% Withdrawal Required from  
Managed Account 4.0% 3.8% 3.6%

Income from Managed Account $20,000 $15,000 $12,500

Guaranteed Income Benefit (VA) $0 $5,000 $7,500

Markets are getting less predictable and return expectations have declined.  
But that doesn’t mean your clients have to change their lifestyle in retirement.  
By including a variable annuity, we think it’s possible to extend the 
retirement runway.

Less Pressure, More Income Potential
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Charts and Definitions

Page 2, Bottom Chart: Assumes a starting portfolio of $500,000 allocated according 
to the Traditional 70:30 asset allocation shown below. When applicable, $150,000 is 
assumed to be allocated to the variable annuity (VA), in the same Traditional 70:30 
asset allocation. This does not constitute a recommendation to adopt any particular 
asset allocation. Other portfolio allocations besides the illustrative allocations 
above may also be shown. The Illustrative Portfolios provided herein have certain 
limitations. Such Illustrative Portfolios are hypothetical and do not represent actual 
trading, and thus may not reflect material economic and market factors, such as 
liquidity constraints, that may have had an impact on the Adviser’s actual decision-
making. These Illustrative Portfolios are shown for illustrative purposes only. They 
do not purport to show the holdings or sector weightings of an actual account. 
This information is shown for illustrative purposes only and does not constitute a 
recommendation of exposures for any client account. The exposures for the Illustrative 
Portfolio portfolios will differ from the exposures for a client account because of 
specific client guidelines, objectives and restrictions.

Traditional 70:30
Asset Allocation 100.0%
US Large Cap Growth Equity 17.5%
US Large Cap Value Equity 17.5%
US Mid Cap Growth Equity 5.0%
US Mid Cap Value Equity 5.0%
US Small Cap Equity 10.0%
EAFE Equity 15.0%
Total Core Equity 70.0%
US Aggregate Fixed Income 30.0%
Total Core Fixed Income 30.0%

1,000,000 simulations were run for each scenario, drawing 30 independent 12-month 
periods from July 1995 to December 2019 and simulating the portfolio’s hypothetical 
performance with a monthly withdrawal taken from the portfolio. The monthly 
withdrawal required for each 12-month period starts as a percentage of the initial 
portfolio value of $500,000 and is grown monthly based on an assumed annual inflation 
of 2.4% (30-year average).

Fees are assumed to consists of a 1.75% annualized fee on the managed account, i.e. 
all assets not in a VA, and a 3.35% total annualized fee on any assets in a VA. All fees 
are deducted pro rata on a monthly basis.

Risk Considerations

Variable Annuity: Variable annuities are long-term investment vehicles used for 
retirement savings. There are fees, expenses, and risks associated with this contract. 
All guarantees, including death benefit payments are dependent on the claims-paying 
ability of the issuing company and do not apply to the investment performance or the 
safety of the underlying investment divisions in the variable annuity. Earnings are 
taxable as ordinary income when distributed and taxable amounts withdrawn before 
age 59 1⁄ 2 may be subject to a 10% federal tax penalty. As with any investment in 
securities, variable products are subject to investment risks, including the possible 
loss of principal. Contract and policy values will fluctuate with the performance of the 
underlying investments such that when redeemed, investor unit values may be worth 
more or less than their original cost.

Riders are options that may be purchased by contract holders and guaranteed lifetime 
annuity payments would be subject to the claims-paying ability of the issuer.

Variable annuities are long term investment vehicles used for retirement savings. They 
are subject to market fluctuations and market risks.

This material is provided at your request for informational purposes only. It is not an 
offer or solicitation to buy or sell any securities.

IMPORTANT: The projections or other information generated by the Monte Carlo 
simulations regarding the likelihood of various investment outcomes are hypothetical 
in nature, do not reflect actual investment results, and are not guarantees of future 
results. The results may vary with each use and over time.

This material is educational only and is provided solely on the basis that it will not 
constitute investment advice and will not form a primary basis for any person’s or 
plan’s investment decisions, and Goldman Sachs is not a fiduciary with respect to any 
person or plan by reason of the material or content provided herein. Views and opinions 
expressed are for informational purposes only and do not constitute a recommendation 

by GSAM to buy, sell, or hold any security. Views and opinions are current as of the 
date of this presentation and may be subject to change, they should not be construed 
as investment advice.

Although certain information has been obtained from sources believed to be reliable, 
we do not guarantee its accuracy, completeness or fairness. We have relied upon 
and assumed without independent verification, the accuracy and completeness of all 
information available from public sources.

Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly 
agreed between you and Goldman Sachs (generally through certain services offered 
only to clients of Private Wealth Management). Any statement contained in this 
presentation concerning U.S. tax matters is not intended or written to be used and 
cannot be used for the purpose of avoiding penalties imposed on the relevant taxpayer. 
Notwithstanding anything in this document to the contrary, and except as required to 
enable compliance with applicable securities law, you may disclose to any person the 
US federal and state income tax treatment and tax structure of the transaction and all 
materials of any kind (including tax opinions and other tax analyses) that are provided 
to you relating to such tax treatment and tax structure, without Goldman Sachs 
imposing any limitation of any kind. Investors should be aware that a determination of 
the tax consequences to them should take into account their specific circumstances 
and that the tax law is subject to change in the future or retroactively and investors are 
strongly urged to consult with their own tax advisor regarding any potential strategy, 
investment or transaction.

The portfolio risk management process includes an effort to monitor and manage risk, 
but does not imply low risk.

Past performance does not guarantee future results, which may vary. The 
value of investments and the income derived from investments will fluctuate 
and can go down as well as up. A loss of principal may occur.

Confidentiality

No part of this material may, without GSAM’s prior written consent, be (i) copied, 
photocopied or duplicated in any form, by any means, or (ii) distributed to any person 
that is not an employee, officer, director, or authorized agent of the recipient.
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