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•
spending creeps up, a
more stock-heavy
portfolio may be
better able to absorb
the higher outlays.
Boosting your
withdrawals with a
more conservative mix
is far more likely to
send your nest egg to
an early demise.
You've also got to

consider your own
circumstances. With
few resources beyond
your investments-no
pension or little home
equity-you may want
to opt for a less
aggressive mix. Just
remember the price
for playing it too safe.

V
A BIGGER
SAFETY NET

How much is likely
to be left of a
$500,000 portfolio
after 20 years

50% in 20% in
stocks stocks

NOTES: 75% chance of having
this amount; assumes
8.1% annualized return for
stocks, 3,8% for bonds, 0.5%
expenses. SOURCE: Morningstar
Investment Management

How can I
protect myself
against inflation?
ROGER GREBEL > CANDLER, N.C.

In a recent survey by the Society
of Actuaries, retirees named
inflation the No.1 retirement
risk. Even though prices have
been tame lately, that anxiety is
understandable. Inflation of just
2% a year can reduce your
purchasing power by roughly a
third over 20 years.
While shielding yourself from

rising prices is certainly crucial,
don't overdo it. After all, Social
Security payments are pegged
to the consumer price index.
And when you tilt your invest-
ment strategy too far toward
protecting from inflation and
price spikes don't materialize,
you can face subpar returns.
To hedge against the inexo-

rable rise in prices over the
years, keep a portion of your
savings in investments that can

J generate inflation-beating
returns. Stocks fit the bill;
REITs and other real estate-
related investments do too.
You also need to guard against

inflation that can erupt with little
warning, like the oil-price shocks
of the 1970s and '80s. To deal with
this threat, many advisers tout
commodities or gold. "But you're
talking about a general tendency
for a payoff here," says Vanguard
Investment Counseling and

Research principal John Ameriks.
"It's not insurance." Vanguard's
research shows that there's
roughly a one-in-three chance that
commodities will post negative
returns if inflation goes up.
Instead, go with Treasury

Inflation-Protected Securities
(TIPS), whose principal value
rises along with inflation. TIPS
are expensive today because of
high investor demand. So keep
TIPS to 25%to 30% of your
overall bond stake, with the rest
in government and corporate
bonds. The TIPS are more likely
to fare well if prices spike, while
the regular bonds will do better
if inflation remains tame. !ill
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Check out Updegrave's
advice on investing in
overseas markets.


