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To determine the lump sum amount of savings you would need to support income of 
$28,800 for 30 years, we can tap the knowledge of T. Rowe Price and Fidelity, who 
produced two widely-quoted studies investigating this question. The basic conclusion is 
that you can expect to draw 4% of your portfolio value in the first year and increase that 
for inflation (give yourself a pay raise) every year over a 30 year period and, if invested 
properly, run little risk of going broke (the calculated “odds” are less than 1 in 10). This 
is a simplified version of what is a very critical and complex process of investing, 
monitoring, and adjusting your finances, and it is often best to seek out professional help 
at this point to minimize the risk of making irreversible mistakes that could negatively 
impact your retirement. In my own practice, I’ve spent many years studying withdrawal 
rates and investment portfolio design just to address this one step in the process. 
 
Using the 4% withdrawal assumption, the required amount of savings to meet the need of 
$28,800 is thus $720,000 ($28,800/0.04). If your need is $28,800 in after-tax income, the 
savings need is just north of $1 million. Obviously, you can plug your personal numbers 
into this formula to come up with your answer to the “How much do I need?” question. 
 
Again, this is a simplified but personalized way to attack this issue, with the goal being to 
give you a leg up over the “rule of thumb” calculators and such that often provide wildly 
inaccurate information. Amazingly, on average only one in five people ever goes through 
this exercise, so consider yourself among the enlightened and informed. For help in 
developing your own financial plan, seek out the assistance of a financial planning 
professional who has the knowledge and expertise to guide you through this complex and 
critical process. 
 
 
Kevin Kennedy is president of Kevin Kennedy, LLC, a registered investment advisor firm 
in Alameda. Reach him at 510-748-1898 or Kevin@KevinKennedyLLC.com. Stocks, 
bonds, and mutual funds involve risk, including loss of principal. Past performance is no 
guarantee of future results.  
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