
Strategy for 
Retirement? 

Is the 60/40 Portfolio Still the Right 

Here’s a closer look at the 60/40 portfolio and whether it 
remains a viable strategy for retirees today. 

The 60/40 portfolio, consisting of 60% stocks and 40% bonds, has long been 
a gold standard for retirement planning. It balances growth potential with 
stability, aiming to generate returns while managing risk. 

However, in today’s economic climate—marked by persistently low bond 
yields, market volatility, and rising in�ation—many are questioning whether 
the 60/40 portfolio is still the best way to allocate money in retirement. 



THE TRADITIONAL APPEAL OF THE 
60/40 PORTFOLIO 

The 60/40 portfolio became popular for its ability 
to provide: 

1. Growth Potential: Stocks contribute to capital 
appreciation, helping retirees outpace inflation. 

2. Stability: Bonds reduce overall portfolio volatility 
and offer steady income. 

3. Diversification: The allocation reduces the risk 
of overexposure to a single asset class. 

Historically, the 60/40 portfolio has delivered 
consistent returns over decades. According to 
studies, it averaged annual returns of about 8% 
from the 1980s through the 2010s, making it an 
attractive option for retirees seeking both income 
and capital preservation. 

CHALLENGES FACING THE 60/40 
PORTFOLIO TODAY 

In recent years, several economic factors have 
called the effectiveness of the 60/40 strategy into 
question: 

1. Low Bond Yields: Historically, bonds offered 
reliable income with yields of 4–6%. Today, 
bond 

yields remain near historic lows. While bonds still 
provide portfolio stability, their ability to 
generate meaningful income has diminished, 
reducing their appeal for retirees who rely on 
fixed income. 

2. Market Volatility: Stock markets have 
experienced increased volatility due to global 
economic uncertainties, geopolitical tensions, 
and rapid changes in monetary policy. A 60% 
allocation to stocks exposes retirees to 
significant risk, particularly during market 
downturns. 

3. Rising Inflation: Inflation erodes purchasing 
power, making it harder for retirees to cover 
basic expenses. Bonds, particularly long-term 
fixed-income instruments, are vulnerable to 
inflation risk, as their returns may not keep pace 
with rising prices. 

4. Longer Lifespans: With people living longer, 
retirees need their portfolios to last 20–30 years 
or more. The 60/40 portfolio may not provide 
sufficient growth to sustain withdrawals over an 
extended retirement. 



1. Incorporating Alternative Investments: 
• Adding alternative asset classes like real 

estate, commodities, or private equity can 
improve diversification and hedge against 
inflation. For example, real estate investment 
trusts (REITs) can provide income and capital 
appreciation while offering protection against 
inflation. 

2. Increasing Equity Exposure: 
• For retirees with a higher risk tolerance, 

increasing the allocation to stocks (e.g., a 
70/30 or 75/25 portfolio) may provide the 
growth needed to outpace inflation and sustain 
withdrawals. However, this approach requires 
careful management to avoid excessive risk 
during market downturns. 

3. Adding Inflation-Protected Securities: 
• Treasury Inflation-Protected Securities (TIPS) 

and other inflation-linked bonds can help 
safeguard purchasing power. These securities 
adjust their principal value based on inflation, 
ensuring returns keep pace with rising costs. 

4. Incorporating Fixed Index Annuities (FIAs): 
• Fixed Index Annuities can provide guaranteed 

income while offering market-linked growth 
potential. FIAs protect principal during market 
downturns, making them an attractive option 
for retirees seeking stability and predictable 
income. 

ALTERNATIVES TO THE 60/40 PORTFOLIO 

Given these challenges, many financial professionals recommend rethinking the traditional 60/40 
approach. Here are some alternative strategies: 

5. Dynamic Asset Allocation: 
• A static 60/40 allocation may not be ideal in a 

rapidly changing economic environment. 
Dynamic asset allocation involves adjusting the 
portfolio mix based on market conditions, 
interest rates, and individual retirement goals. 

6. Dividend-Paying Stocks: 
• Dividend-paying stocks can provide a steady 

income stream while offering the potential for 
capital appreciation. This strategy combines 
income generation with growth, making it 
suitable for retirees looking to supplement 
their cash flow. 
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EVALUATING THE 60/40 PORTFOLIO FOR YOUR RETIREMENT 

The suitability of the 60/40 portfolio depends on individual circumstances, including risk tolerance, 
retirement goals, and income needs. Here are key questions to consider: 

1. How much income do you need in retirement? 
• If your portfolio must generate significant income, relying on low-yield bonds may not be 

sufficient. Diversifying income sources can help address this challenge. 

2. What is your risk tolerance?: 
• A higher equity allocation may provide greater growth, but it also increases volatility. Consider 

your ability to withstand market downturns without making emotional decisions. 

3. How long do you expect to live? 
• Longer lifespans require greater growth to ensure your portfolio lasts. A balanced approach that 
• includes growth-oriented assets may be necessary. 

4. Are you prepared for inflation? 
• Inflation can erode fixed-income returns. Ensuring your portfolio includes assets that can outpace 

inflation is critical for maintaining purchasing power. 

CONCLUSION: 

Is the 60/40 Portfolio Still Relevant? 

The 60/40 portfolio remains a starting point for many retirement strategies, offering a mix of growth 
and stability. However, today’s economic challenges demand a more flexible and diversified approach. 

Retirees should consider incorporating alternative investments, inflation-protected securities, and 
guaranteed income products to address the shortcomings of the traditional 60/40 allocation. 

Ultimately, the right strategy depends on your unique financial situation and retirement goals. Working 
with a financial professional can help you design a customized plan that provides the income, growth, 
and security you need to enjoy a comfortable retirement in an evolving economic landscape. 



https:// 

(480) 

2801 
Suite 200 

Want to learn more about ....? 

Check out their upcoming events and 
workshops at: 
https: 

Name 

Title 
Email: brad@theallanagency.com 

Lorem ipsum dolor sit amet consectetur adipiscing elit. 
Quisque faucibus ex sapien vitae pellentesque sem placerat. In 
id cursus mi pretium tellus duis convallis. Tempus leo eu aenean 
sed diam urna tempor. Pulvinar vivamus fringilla lacus nec 
metus bibendum egestas. Iaculis massa nisl malesuada lacinia 
integer nunc posuere. Ut hendrerit semper vel class aptent 

Lorem ipsum dolor sit amet consectetur adipiscing elit. Quisque faucibus ex sapien vitae pellentesque 
sem placerat. In id cursus mi pretium tellus duis convallis. Tempus leo eu aenean sed diam urna tempor. 
Pulvinar vivamus fringilla lacus nec metus bibendum egestas. Iaculis massa nisl malesuada lacinia 
integer nunc posuere. Ut hendrerit semper vel class aptent taciti sociosqu. Ad litora torquent per 
conubia nostra inceptos himenaeos. 

Lorem ipsum dolor sit amet consectetur adipiscing elit. Quisque faucibus ex sapien vitae pellentesque 
sem placerat. In id cursus mi pretium tellus duis convallis. Tempus leo eu aenean sed diam urna tempor. 
Pulvinar vivamus fringilla lacus nec metus bibendum egestas. Iaculis massa nisl malesuada lacinia 
integer nunc posuere. Ut hendrerit semper vel class aptent taciti sociosqu. Ad litora torquent per 
conubia nostra inceptos himenaeos. 

Lorem ipsum dolor sit amet consectetur adipiscing elit. Quisque faucibus ex sapien vitae pellentesque 
sem placerat. In id cursus mi pretium tellus duis convallis. Tempus leo eu aenean sed diam urna tempor. 
Pulvinar vivamus fringilla lacus nec metus bibendum egestas. Iaculis massa nisl malesuada lacinia 
integer nunc posuere. Ut hendrerit semper vel class aptent taciti sociosqu. Ad litora torquent per 
conubia nostra inceptos himenaeos. 

mailto:brad@theallanagency.com

