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Retirement planning has become increasingly important as 
people live longer. Many people today will spend almost as 
much time retired as they do working. They will need money to 

live on as well as money to take care of age-related needs. Successful 
retirement planning focuses on analyzing the probability that there 
will be sufficient money for retirement and that any inheritance will 
be successfully distributed. The Milwaukee Business Journal recently 
talked with financial and estate planners to explore strategies for 
successful retirement planning.  

KELLY RENZ (MODERATOR): RETIREMENT STRATEGIES 
VARY BY AGE. PLEASE TALK BRIEFLY ABOUT WHAT 
INVESTORS SHOULD BE FOCUSING ON WHEN THEY 
ARE 55 YEARS AND OLDER COMPARED TO WHAT THEY 
SHOULD BE FOCUSED ON WHEN THEY ARE BETWEEN 40 
AND 55 YEARS OF AGE.
HANS MYKLEBUST: A key consideration for people 55 
and up is preparing their investments to make sure they are 
ready to distribute income. If your money is in a target or 
balanced allocation fund and something like the financial 
crisis of 2008 happens the day after you retire, you won’t 
be able to selectively pull dollars from asset classes that are 
not negatively impacted. When you are 55+, you may want 
specific fund diversification built back into your model to give 
you more flexibility. 
BARRY FIES: The earlier you start planning, the greater 
your optionality. When you are 40 to 55 years of age, you 
are trying to accumulate the wealth so we focus on the tax 
diversification of your investments. You can accumulate 
money in Roth IRA’s and other accounts that will be more 
favorable tax-wise in the distribution phase. The hard part is 
that we are limited to how much we can contribute to many 
of those tax-favorable accounts. It’s also important to note 
that no investment strategy can guarantee a profit or protect 
against loss. All investments carry some level of risk, including 
the potential loss of principal invested. 
MYKLEBUST: I would like to add to that. The bulk of wealth 
for most retirees is sitting in their IRAs, their 401(k)s and their 
403(b)s, which are all pre-tax tax shelters. Uncle Sam taxes 
that money when it is pulled out of those accounts. That can 
be a greater problem if one spouse passes away and the 
surviving spouse moves into a higher single-income bracket. 
That happens at the same time the surviving spouse loses the 
income from the lesser of the two Social Security checks. We 
can work to reduce some of that financial pain if we can get 
people to invest in Roth IRA’s and other after-tax items in their 
30s and 40s, and initiate key tax strategies in the early years 
of retirement.

MODERATOR: A SIGNIFICANT NUMBER OF PEOPLE 
ARE SELECTING TARGET FUNDS FOR THEIR 401(K) 
PORTFOLIOS. ARE THEY STILL A GOOD IDEA?
FIES: 401(k)’s can be quite limiting, in terms of their menu of 
investment options. Target funds can be a good strategy when 
you are 40 to 50 and in the wealth accumulation phase. They 
can provide good exposure to a broad array of asset classes 
and an appropriate amount of risk relative to the amount of 

time you have before you retire. In 
addition, they can be accessed through 
most 401(k)s. But, as Hans explained, 
they are not necessarily such a good 
idea as you get close to retirement.  
WENDY RUSCH: Is there a general 
rule about when you should think about 
getting out of your target date funds?
FIES: Generally, you want to have 
a diversified distribution strategy 
implemented at least two years before 
your retirement date.  

MODERATOR: WHY IS AN ESTATE 
PLAN ESSENTIAL TO THE SUCCESS 
OF A FINANCIAL PLAN AND WHY 
IS COORDINATION BETWEEN A 
CLIENT’S FINANCIAL PLAN AND 
ESTATE PLAN CRITICAL?
MYKLEBUST: The role of the financial 
planner is to do the long-term analysis 
and project what the retirement and 
estate may look like financially. We 
recommend our clients take that plan 
to their attorney so they can guide 
them in their estate planning based 
on their current and projected future 
financial positions. 
RUSCH: That’s right. You need to 
make sure you have appropriate 
structures like trusts in place to make 
sure the money you worked so hard 
to accumulate goes to the people you 
want it to go to and in a fashion that 
you want. 
MYKLEBUST: Many of our clients are 
worried about protecting their money 
from spouses in the event their children 
get divorced. What would you advise 
the parent tell the child?
RUSCH: I tell parents they have two 
options. The first option it to talk to 
your child about getting a pre-nup, 
but you can imagine how much fun 
that is. No one wants to have that 
conversation and, even if you do, pre-
nups are not guaranteed or foolproof 

because they can be challenged 
in court. The other option is for the 
parents to create the pre-nup for their 
children through a trust. 

MODERATOR: IS THERE A MINIMUM 
THRESHOLD WHEN A TRUST 
BECOMES A BETTER IDEA THAN 
HAVING JUST A WILL AND GOING 
THROUGH PROBATE?
RUSCH: Under Wisconsin statues, 
a trust that is under $100,000 can be 
easily terminated, so that may be a 
threshold. But even then, a trust might 
be warranted if you have the right 
circumstances. 
MYKLEBUST: A trust is not so 
much about how much wealth it is 
holding as it is about facilitating the 
process of dividing whatever assets 
are in the inheritance. Trusts can be a 
cleaner way to do that because they 
empower someone. Without a trust, 
asset distribution can be a nightmare, 
especially if the children don’t get 
along. 
RUSCH: In terms of document 
preparation, the cost of a will or trust 
is about the same. If you have just a 
will, you will likely have probate to deal 
with, which takes up time and money 
and is kind of a hassle. The trust 
allows you to decide who is going to 
be responsible for making decisions 
and lets you be as specific as you 
want about the directions that must be 
followed. 
MYKLEBUST: How often would you 
recommend that a client have their 
estate plan, will or trust revisited?
RUSCH: You should look at it every 
five years. That doesn’t mean you 
have to go to your lawyer, but you 
should look at it to make sure you are 
still comfortable with the person you 
named as trustee. Or, you may want to 
review the age at which beneficiaries 
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get their money in the event your 
children aren’t growing up as fast as 
you thought they would. 

MODERATOR: EXPLAIN WHY 
LEVERAGING SOCIAL SECURITY 
BENEFITS CAN BE AN IMPORTANT 
RETIREMENT STRATEGY FOR 
HOUSEHOLDS IN WHICH BOTH 
COUPLES WORK. WHAT GENERAL 
IDEAS WOULD YOU RECOMMEND 
REGARDING WHEN THEY SHOULD 
START RECEIVING PAYMENTS? 
MYKLEBUST: Typically our goal is 
to defer the larger Social Security 
check for as long as possible because 
that check cannot be outlived by 
either spouse. If one spouse dies, 
the value of the larger check is the 
one that gets retained. The value of 
your Social Security check grows 
by 8 percent per year between the 
age of full retirement (which for most 
people is 66 or 67) and age 70. The 
strategy for the second, smaller check 
depends on the health of the couple 
and whether there are other financial 
means we can tap into. 
FIES: I would add that postponing 
Social Security often times offers us 
greater flexibility in the control we 
have over our client’s income tax 
brackets and that allows us to better 
deploy specific strategies like Roth 
conversions.   

MODERATOR: ARE YOU 
SEEING ANY IMPACT FROM 
THE DEPARTMENT OF LABOR’S 
NEW RULES ON RETIREMENT 
PLANNING? ARE THEY PROVIDING 
MORE CLARITY OR CONFUSION?
FIES: We practice in a fiduciary 
capacity for most of our clients 
already, so the law hasn’t dramatically 
changed anything for us.

MODERATOR: WHAT ADVICE DO 
YOU HAVE FOR SOMEONE WHO 
DOESN’T HAVE AN ESTATE PLAN OR 
WHO HAS NOT REVIEWED THEIR 
ESTATE PLAN FOR A LONG PERIOD 
OF TIME? 

RUSCH: I would say don’t delay. 
Maybe you are only 40, but that 
doesn’t mean you won’t get hit 
by a bus tomorrow. You should 
do something because something 
is better than nothing. Don’t be 
overwhelmed or paralyzed with 
indecision. Look at it as a five-year 
plan. That is all you have to focus on 
today. Five years from now you can 
look at it again.  
MYKLEBUST: The thing that we find 
the most often is that the power of 
durable attorney is outdated, non-
existent or you may no longer like 
the person who is listed as power of 
attorney.  Their role is to help if one 
person may be gone and the survivor 
is unable to manage the finances 
because of their mental capacity. 

MODERATOR: ARE THERE ANY 
RECENT LEGAL DEVELOPMENTS 
THAT MAKE IT ADVISABLE FOR 
CLIENTS TO REVIEW THEIR ESTATE 
PLAN?
RUSCH: Back when a lot of people 
had their estate plans prepared, 
we had a much lower exemption 
threshold for the estate tax and 
lacked the ability to transfer the 
estate tax exemption from one 
spouse to another. But now, with 
the ability to transfer the estate 
tax exemption from one spouse to 
another and an estate tax exemption 
that is $5.49 million per person, 
estate plans can have a lot more 
flexibility. Wisconsin also adopted 
digital property legislation that lets 
you authorize someone to have 
access to your photos, music and 
other online information. If you 
don’t, people may not be able to 
access it after you die. Finally, we 
had a major rewrite of our trust laws 
in 2014 that makes it much easier 
to modify trusts and allows you to 
specify particular people to manage 
business interests, which you 
couldn’t really do before. 

MODERATOR: 
TAX REFORM IS 
A HOT TOPIC IN 
WASHINGTON. 
AS IS TRUE WITH 
ANY MAJOR 
LEGISLATION, 
THERE ARE GOING 
TO BE WINNERS 
AND LOSERS. 
WHAT ARE SOME 
OF THE POTENTIAL 
IMPACTS ON 
RETIREMENT AND 
ESTATE PLANNING 
AMONG THE 
PROPOSALS BEING 
DISCUSSED?
FIES: It seems 
like tax reform or 

changes to the tax code become a 
hot topic every six to eight years.  
They move with changes in the 
administration. We do not have a 
crystal ball in terms of what taxes 
are going to be like 10 or 20 years 
from now, which is why we focus 
on tax diversification. If you have 
too much money in a traditional 
IRA or 401(K) when you retire, you 
are basically stuck hoping that 
taxes stay low for the next 20 or 30 
years. That is a long window which 
is why we focus on the initiating 

tax strategies to mitigate this tax 
exposure long term.
RUSCH: People may recall there 
was a panic in 2015 because 
everyone thought the IRS was 
getting rid of the ability to do 
valuation discounts, which is a 
way business owners can leverage 
gifting to their children through 
stock transfers. That is no longer a 
priority. Now we are talking about 
estate tax repeal. That could take 
many forms, but it won’t impact 
many people because the exemption 
is so high and it is unlikely it would 
be permanent because of the way it 
would be enacted. There could be 
other changes as well. There could 
be an effort to eliminate the basis 
adjustment for pre-death capital 
gains so you would have a carryover 
basis instead. Another option being 
talked about is taxing unrealized 
capital gains at the time of death, 
which is basically the Canadian 
system.      

MODERATOR: FINALLY, WHAT 
DO YOU THINK IS THE MOST 
SIGNIFICANT RISK AND/
OR OPPORTUNITY BEING 
OVERLOOKED BY PEOPLE WHO 
ARE APPROACHING RETIREMENT?
MYKLEBUST: The biggest risk is 
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living much longer. More people 
walking around today are going 
to reach 120. If a couple retires at 
65, it is possible that one of them 
could live to age 94. That’s a long 
time. Then you have to factor in 
inflation. A $3 gallon of milk today 
could potentially cost close to $12 
or $13 fifty years from now. In my 
experience, people are usually 
good in the first five or 10 years 
of retirement; the pressure and 
financial pain typically occurs later. 
The second risk is the unexpected 
need to have someone help care for 
you. Assuming the cost of in-home 
help, assisted living and nursing 
home is increasing at a rate of 
between 5 and 6.5 percent per year, 
a nursing home that costs $100,000 
per year when I am 60 could cost 
almost $200,000 when I am 72.1 
You need to have a plan on how to 
address these risks.
FIES: One of the most important 
opportunities people are missing 
is positioning assets for producing 
income. Taxes are a big issue so 
make sure your assets are in a 
position to mitigate taxes. Also 
remember there is market risk. We 
are moving into an environment 
that is a little unique for many 
investors. As people get closer to 
retirement they want to reduce risk 
so they often turn to bonds. We are 
looking at rising interest rates, which 
historically have not been favorable 
to bonds. They may struggle to 
earn the same historical returns that 
many investors are accustomed to. 
People need to recognize that risk 
so that they can position their assets 
appropriately, especially as they get 
close to retirement. 
With fixed income securities, such 
as bonds, interest rates and bond 
prices tend to move in opposite 
directions. When interest rates 
fall, bond prices typically rise and 
conversely when interest rates rise, 
bond prices typically fall. This also 
holds true for bond mutual funds. 
When interest rates are at low levels 
there is risk that a sustained rise 
in interest rates may cause losses 
to the price of bonds or market 
value of bond funds that you own. 
At maturity, however, the issuer 
of the bond is obligated to return 
the principal to the investor. The 

longer the maturity of a bond or 
of bonds held in a bond fund, the 
greater the degree of a price or 
market value change resulting from 
a change in interest rates (also 
known as duration risk). Bond funds 
continuously replace the bonds they 
hold as they mature and thus do not 
usually have maturity dates, and are 

not obligated to return the investor’s 
principal. Additionally, high yield 
bonds and bond funds that invest 
in high yield bonds present greater 
credit risk than investment grade 
bonds. Bond and bond fund 
investors should carefully consider 
risks such as: interest rate risk, 
credit risk, liquidity risk and inflation 

risk before investing in a particular 
bond or bond fund. With fixed 
income securities, such as bonds, 
interest rates and bond prices tend 
to move in opposite directions. 

Northwestern Mutual Financial Representatives do not give legal or tax advice, and their answers in this article are not intended as legal or tax advice. Taxpayers should seek advice based on their particular circumstances 
from an independent tax advisor.

Hans Myklebust and Barry Fies use Myklebust, Horne & Fies Financial Group as a marketing name for doing business as representatives of Northwestern Mutual. Myklebust, Horne & Fies Financial Group is not a 
registered investment adviser, broker-dealer, insurance agency or federal savings bank. Northwestern Mutual is the marketing name for The Northwestern Mutual Life Insurance Company, Milwaukee, WI (NM) (life and 
disability insurance, annuities, and life insurance with long-term care benefits) and its subsidiaries. Hans Myklebust and Barry Fies are Representatives of Northwestern Mutual Wealth Management Company® (NMWMC), 
Milwaukee, WI (fiduciary and fee-based financial planning services), a subsidiary of NM and federal savings bank. Representatives are Insurance Agents of NM, and Northwestern Long Term Care Insurance Company, 
Milwaukee, WI (long-term care insurance) a subsidiary of NM, and Registered Representatives of Northwestern Mutual Investment Services, LLC (NMIS) (securities), a subsidiary of NM, broker-dealer, registered investment 
adviser and member FINRA and SIPC.

(Endnotes)
1  Northwestern Mutual Long Term Care Cost of Care Survey. November 2008. Long Term Care Group, Inc.
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