
1 
 

New Strategy Study: 95% Success Rate Could benefit 90% of Seniors 

Edited from an article entitled “Reverse Mortgages Reduce Risk for Retirees While Increasing 
Wealth“ published in Advisor Perspectives, January 3, 2022, by Phil Walker 
 

1. Help more clients achieve their goals. 

2. Increase client wealth while simultaneously reducing portfolio and fiduciary risk. 

3. Create higher portfolio values so that higher fees naturally follow. 

In exercising their fiduciary responsibilities, financial planners typically use asset allocation, portfolio diversification and 

other determinative designs to construct portfolios intended to achieve client’s short-term and long-term objectives. 

The debt instruments, equity shares and insurance products all possess various strategies designed to contribute both 

reliability and growth to clients’ portfolios in keeping with their objectives and risk tolerance. These strategies are all 

time-tested, well-known, and employed by financial planning professionals on a regular basis while engaged in their 

portfolio construction and reevaluation business. 

Because the strategies are so well-known to the financial planning community, it is a rare occasion when a new strategy 

is introduced that can dramatically increase: 1. The number of clients able to achieve their objectives with their existing 

assets and risk tolerance; and 2. Increase client wealth while simultaneously reducing portfolio and fiduciary risk; and, 3. 

create higher portfolio values so that higher fees for the financial professional naturally follow. 

Just such a strategy has been introduced in the December 2021 issue of the Journal of Financial Planning. It is called, 

“The Coordinated Withdrawal Strategy”. The peer-reviewed study included the past 30 years of comprehensive market 

performance as well as the most common portfolio construction methodologies currently in use by financial planning 

professionals. 

Basically, the conclusion of the study debunked the wisdom of one of the most commonly held beliefs in the financial 

planning arena: First, deplete the client’s portfolio to zero; then allow the client to obtain a reverse mortgage. It is 

unknown exactly where, how, and why this belief became so prevalent and widely accepted. This short discussion will 

not speculate as to the reasons, simply to state that it has existed and is still in common use today. 

For clients who are in mid-career and are building wealth, short-term market volatility generally does not present a 

significant risk. By contrast, for clients who are retired and are distributing primarily from a securities portfolio for their 

normal living expenses, short-term volatility is a very large risk. The impact of a bad market year reduces the size of a 

retiree’s portfolio and their income, assuming they are not increasing their withdrawal rate to compensate, which would 

also exacerbate the problem. 

Financial professionals typically view risk as a client’s tolerance for investment losses, but, ultimately, it is the potential 

impact those losses have on the retirement lifestyle that clients are very much concerned about. After all, poor portfolio 

performance coupled with continued withdrawals inflict a double whammy on the client’s portfolio balance, withdrawal 

strategy, lifestyle choices, future planning, and emotional peace of mind. 

The “Coordinated Withdrawal Strategy” study proves that when a reverse mortgage is introduced as a non-correlated 

asset to the client’s overall financial plan, it acts as a buffer to mitigate the negative consequences of a poorly 

performing market. 

Here’s how: at the end of each year, determine if the client’s portfolio increased or decreased. If the portfolio is up, take 

the next annual draw from the portfolio. However, following a down year, skip the annual draw from the portfolio and 

draw instead from the reverse mortgage credit line. The idea is to leave as much as possible in the portfolio to benefit 

from the eventual market rebound. In the case of required minimum distributions, establish another account to deposit 

the RMD with the same investment mix. There can be some minor tax consequences, but you accomplish the goal of 
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staying invested to benefit from the market rebound. The reverse mortgage buffer asset is the cheapest alternative 

income source available to the client. 

Below is a graph from the study, which demonstrates the power of skipping just two annual draws in retirement. The 

blue line shows what happens with no skips, and the portfolio is exhausted prior to life expectancy. The red line shows 

two annual draws skipped late in retirement and demonstrates a substantial improvement. The grey line is two draws 

taken early retirement and has the best outcome. The typical client will experience four down market years in 

retirement. 

 

Reverse mortgages are designed with the mass affluent in mind and most misconceptions are a reaction to reverse 

mortgage products that no longer exist. When it comes to extending the life and growth of a portfolio of securities, this 

strategy has nearly a 95% success rate which was determined after 10,000 Monte Carlo simulations in a prior study. The 

impact on portfolio growth can be best summarized by directly quoting the study:  

Thus, using as the growth rate an estimate of the current rate of interest applicable to a reverse mortgage, it 

is reasonable to estimate that the retiree who takes advantage of the “distribution – skipping” strategy 

explored in this example would have cash flow throughout a 30-year retirement and a legacy substantially 

greater than a retiree who does not take advantage of such a strategy. 

It is estimated that about 90% of the over 21 million mass affluent baby boomers could benefit from the introduction 

of this strategy.  

I look forward to speaking with you soon regarding this new, exciting strategy. 
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