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Common Retirement Risks, and How to
Actually Manage Them
 

Karen  Kelly,  CFP®,  RICP®  –  Financial  Advisor

As you approach retirement, the game changes. It’s no longer just about growing
your wealth, but it’s also about making sure that it lasts, regardless of what life (or
the markets) throw at you.
Three risks tend to matter more than anything else during this period: living longer
than expected, poor market timing early in retirement, and rising healthcare costs.
The good news is that each of these can be managed with practical, realistic
strategies.

1. LONGEVITY RISK: OUTLIVING YOUR MONEY
One of the biggest financial challenges in retirement is also one of the easiest to underestimate: how long you’ll live.

If you retire in your mid-60s, your savings may need to last 25–30 years or more. That’s a long time to fund your lifestyle
without a paycheck.

How can you manage this? Start with a sustainable withdrawal rate. A common rule of thumb is withdrawing around 4%
of your portfolio annually, though many retirees today aim for a slightly more conservative 3.5%–4%, depending on
market conditions and flexibility.

Next, build reliable income streams that cover your essential expenses. This might include Social Security or a pension. A
key strategy here is delaying Social Security benefits if you can, as waiting until age 70 can significantly increase your
monthly guaranteed lifetime income. Of course, not everyone can do this, so working with your advisor on timing is
essential. 

It’s also important to stay flexible with spending. Retirement isn’t static. In strong market years, you can afford to spend a
bit more. In weaker years, pulling back even slightly can extend the life of your portfolio.

Finally, don’t get overly conservative. While it may feel safer to move everything into cash or bonds, you still need
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exposure to stocks to keep up with inflation and maintain long-term growth.

2. SEQUENCE-OF-RETURN RISK: BAD TIMING AT THE WORST MOMENT
This is one of the most overlooked risks, and one of the most damaging.

If the market drops early in your retirement while you’re withdrawing money, it can permanently reduce your portfolio’s
ability to recover. Even if markets bounce back later, the damage may already be done.

A simple but powerful strategy to mitigate this is to maintain a cash buffer. This allows you to cover your needs without
selling investments during a downturn.

Think about your money in different time horizons:

Short-term (cash for immediate expenses)•

Medium-term (bonds for the next several years)•

Long-term (stocks for growth)•

This structure helps you avoid selling stocks when prices are down.

Another key is flexible withdrawals. Instead of taking the same amount every year no matter what, adjust based on
market performance. After a bad year, reduce withdrawals slightly. After strong years, you can return to normal or even
increase spending.

Some retirees also use guardrails, i.e. predefined rules that trigger spending changes. For example, if your portfolio drops
by a certain percentage, you temporarily cut back spending. This adds discipline without requiring constant decision-
making. 

3. HEALTHCARE AND LONG-TERM COSTS
Healthcare is one of the largest. and most unpredictable, expenses in retirement.

While Medicare provides medical coverage, it does not cover custodial care (e.g. help with bathing, dressing, moving,
feeding and toileting).  Long before you need custodial care, you should be considering your housing options and
managing your health with diet and exercise as this extends your health span and may mitigate the need for custodial
care down the road.

To prepare for this risk, you must first understand where Medicare falls short. Everyone needs a supplemental plan
through Medigap along with prescription drug coverage (Part D) OR a Medicare Advantage Plan (which covers Part A, B,
C and D).

It is also wise to set aside a dedicated healthcare fund in your long-range planning for out-of-pocket expenses. Hearing,
vision and dental expenses are not covered by Medicare. 
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For long-term care, planning ahead is critical. Your options generally include long-term care insurance (more affordable if
purchased earlier) or self-funding (if you have sufficient assets).

If you’re still working and eligible, a Health Savings Account (HSA) is one of the most effective tools available. It offers
triple tax advantages: tax-deductible contributions, tax-free growth, and tax-free withdrawals for qualified medical
expenses.

BRINGING IT ALL TOGETHER
A strong retirement plan doesn’t rely on a single strategy—it combines several layers of protection.

At its core, a resilient plan includes:

Stable income to cover essential expenses•

Flexible withdrawals to adapt to market conditions•

Growth investments to support a long retirement•

Dedicated healthcare planning to handle unexpected costs•

Retirement isn’t just about reaching a number. It’s about building a system that can hold up over decades. The more
intentional you are about managing these risks, the more confidence you’ll have in your ability to enjoy the years ahead.

IMPORTANT DISCLOSURES:
Please remember that past performance is no guarantee of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that
the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by
Grimes & Company Wealth Management, LLC (d/b/a Grimes & Company), or any non-investment related content, made reference to directly or indirectly in this blog will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.  Moreover, you should not assume
that any discussion or information contained in this blog serves as the receipt of, or as a substitute for, personalized investment advice from Grimes. To the extent that a
reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the
professional advisor of his/her choosing. No amount of prior experience or success should be construed that a certain level of results or satisfaction will be achieved if
Grimes is engaged, or continues to be engaged, to provide investment advisory services. Grimes is neither a law firm nor a certified public accounting firm and no portion of
the blog content should be construed as legal or accounting advice. A copy of the Grimes’ current written disclosure Brochure discussing our advisory services and fees is
available for review upon request or at https://www.grimesco.com/form-crs-adv/. Please Note: Grimes does not make any representations or warranties as to the accuracy,
timeliness, suitability, completeness, or relevance of any information prepared by any unaffiliated third party, whether linked to Grimes’ web site or blog or incorporated
herein, and takes no responsibility for any such content. All such information is provided solely for convenience purposes only and all users thereof should be guided
accordingly. Please Remember: If you are a Grimes client, please contact Grimes, in writing, if there are any changes in your personal/financial situation or investment
objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable
restrictions to our investment advisory services.  Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. Please
Also Remember to advise us if you have not been receiving account statements (at least quarterly) from the account custodian./
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