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Decumulation Demystified

Is it time to retire
the 4% rule?
The 4% drawdown rule forms the basis of many
advisers’ decumulation propositions. However, the
results can often vary significantly depending on when
you decide to start saving for your retirement and
asset allocation decisions.
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1 Determining withdrawal rates using historical data, William Bengen
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This assumes they are invested in a

Figure 2. Change in real value of wealth over 15 years
(US ‘naïve portfolio’)

‘naïve’ portfolio that is 50% invested
in UK equities and 50% in gilts.
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and the global financial crisis have
damaged the fragile starting capital.
Where a 4% drawdown seemed like
penny-pinching for the 1993 intake,
it now looks like an extravagance

Figure 3: Estimated monthly post-annuitisation payout after 15 years
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the results are broadly comparable.
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bull market, such as 1993, means
that retirees could have enjoyed a
much higher withdrawal rate.
DYNAMIC, NOT DOGMATIC
So how serious is this for an investor?
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the effect it has on the potential level
of income is quite another.
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Imagine a 65 year-old retiree decides
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lines as ours on page 2 . A key
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an integral part of any retirement
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A FLEXIBLE STRATEGY
PRUDENT ONE
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Income can play such an important
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improve the investment outcomes.
Investors and their financial advisers

as

2 Calculations based on £100,000 investment in a 50% UK equities, 50% UK gilts portfolio and contemporary annuity rates
3 Asset allocation for a lifetime, William Bengen
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Important Notice
This is not a consumer advertisement. It is intended for professional financial advisers and should not be relied upon by private investors
or any other persons.
The views expressed within this document are those of Legal & General Investment Management, who may or may not have acted upon
them. Legal & General Investment Management is authorised and regulated by the Financial Conduct Authority and is the Investment
Adviser to the UK Special Situations Trust, a UK authorised unit trust.
Issued by Legal & General (Unit Trust Managers) Limited. This document should not be taken as an invitation to deal in Legal & General
investments or any of the stated investments. Remember, the value of investments and any income may fall as well as rise and investors
may get back less than they invest. Past performance is not a guide to future performance. Exchange rate changes may cause the value of
any overseas investments to rise or fall
Legal & General (Unit Trust Managers) Limited. Registered in England and Wales No. 1009418. Registered office: One Coleman Street,
London EC2R 5AA. Authorised and regulated by the Financial Conduct Authority.
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