Q:  When I retire, can I manage my portfolio similarly to how I manage it now before retirement?
Steven Podnos MD CFP

A) The dynamics of an investment portfolio during retirement are very different than that same portfolio while the investor is savings towards the retirement.  Before retirement, fluctuations in prices of the assets in the portfolio may actually allow more gains through dollar cost averaging and with rebalancing.  But, with the constant drain of funds from a retirement portfolio can amplify bear market losses, with the fact that the money withdrawn by selling "cheap" assets can never be recovered.  
In addition, retirement adds the concerns about unexpected health costs and an unknown life expectancy.  The ability to go back to work if the money begins to run out is usually not an option.  Given all this, there is clearly some important thinking and planning to do well in advance of retirement.
A common approach to a retirement portfolio assessment is to initially compare the "floor" of guaranteed income to the expected lifestyle expenses.  For example, at the onset of retirement, a couple expects to spend $75,000 per year.  They have $30,000 in annual Social Security payments(and this will be adjusted for inflation).  This leaves a $45,000 "balance" to fund from other resources.  Some might want an additional "floor", and might purchase a series of Treasury bonds (preferably those that adjust for inflation) that would mature annually adding say another $15,0000 per year during the ages of 65 to 90. Usually these type fixed income "floors" are best maintained inside tax deferred accounts such as retirement plans or IRAs.
 Now, their remaining resources only need to fund the balance of $30,000 annually (with inflation adjustments).  At a reasonable withdrawal rate of 4% from a diversified portfolio of stocks and bonds, the couple would need almost $750,000 invested.  If they have more than this, then they should be fine.
If they have less than this, they can add what are called "mortality credits" through the purchase of an immediate annuity.  In this, they trade much of any potential inheritance for their heirs in exchange for a guaranteed income for life that is possibly higher than they could obtain otherwise.  Another option might be to purchase a variable annuity with guaranteed withdrawal benefits for life, although these vehicles are very complicated and require intensive investigation and compliance with their many clauses to work out well.
Another option for retirement income that provides both and income and some guarantees against living too long is a reverse mortgage.  Using this is similar to selling the home and buying an immediate annuity.  The retiree is trading away the potential inheritance of the home for heirs in exchange for lifelong income.  The reverse mortgage does allow some inheritance if longevity is short, whereas a straight immediate annuity would not.
These factors and many others may need to be considered in advance for the smart retiree.  Choose an impartial advisor to get the right advice.
