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When investing for retirement, there are many risks that are important
to weigh, and potentially mitigate, during your journey from the
accumulation phase to the withdrawal phase of your plan. Consider
how the following factors may impact your retirement lifestyle.

Inflation risk
Also known as purchasing power risk, inflation risk is the degree to which your money
won’t be worth as much in the future because of inflation. Whether rising inflation
represents a current concern or potential threat, the possibility that the purchasing
power of your money will diminish is a retirement risk factor. While working, wages
may rise as the costs of goods and services increase, thus keeping pace with inflation.
In recent years, sluggish economic activity has kept inflation low while wages have
more or less stagnated. However, even moderate inflation can significantly reduce your
purchasing power over time and therefore should be considered when assessing the
value of your retirement portfolio.

Purchasing power changes over time
At 3% inflation, $100,000 will be worth:

$73,742 in 10 years
$54,379 in 20 years
$40,101 in 30 years
While working, wages may rise as the costs of goods and services increase, thus
keeping pace with inflation. In recent years, sluggish economic activity has kept inflation
low while wages have more or less stagnated. However, even moderate inflation
can significantly reduce your purchasing power over time and therefore should be
considered when assessing the value of your retirement portfolio.

Longevity Risk
Another risk to consider is longevity risk. With longer average life expectancies,
retirement savings need to last more years. According to the Society of Actuaries 2014
Mortality Tables, a couple aged 65 today has an 85 percent chance that one of them
will live past 85. That percentage is expected to increase over time, which highlights the
importance of planning ahead to avoid outliving your retirement savings.
The chart on the next page illustrates the compound annual returns of three asset
classes before and after the effects of inflation. Over the past 90 years, inflation has
dramatically reduced the returns of stocks, bonds and cash.
The first bars for each asset class represent the nominal, or unadjusted, returns of
each asset class. Nominal returns do not consider inflation. It is often the rate of
return that investors think of when discussing the return on investment. The second
bars illustrate the real, or inflation-adjusted, returns of each asset class. Real returns
reflect purchasing power.
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Federal income tax is calculated using the historical marginal and capital gains tax rates for a single taxpayer earning $120,000 in 2015 dollars every year. This
annual income is adjusted using the Consumer Price Index in order to obtain the corresponding income level for each year. Income is taxed at the appropriate
federal income tax rate as it occurs. When realized, capital gains are calculated assuming the appropriate capital gains rates. The holding period for capital gains
tax calculation is assumed to be five years for stocks, while government bonds are held until replaced in the index. No state income taxes are included.Stocks are
represented by the Ibbotson® Large Company Stock Index. Government bonds are represented by the 20-year U.S. government bond, cash by the 30-day U.S.
Treasury bill, and inflation by the Consumer Price Index. An investment cannot be made directly in an index. The data assumes reinvestment of income and does
not account for transaction costs. Past performance is no guarantee of future results. This is for illustrative purposes only and not indicative of any investment.
An investment cannot be made directly in an index. © 2017 Morningstar. All Rights Reserved.

Healthcare and Housing Risks
As investors age, healthcare and housing costs can change significantly and
unexpectedly. Assisted living (which combines care with housing) or independent
living (which may require additional in-home support) may be financially out of reach
without long-term planning. As the rising costs of healthcare and long-term care
help to illustrate, it’s important to consider which unknowns one can protect against
and mitigate.
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Investors face the risk of many unforeseen costs throughout a lengthy retirement. Even
the most comprehensive retirement plans can fail as a result of unexpected events.
It is important to try to minimize some of the risks that may be within an investor’s
control. Understanding these risks is essential to an investor’s planning process, thereby
increasing the probability of a retirement plan meeting its intended goals.

For more information, visit carillontower.com.

*Government bonds and Treasury bills are guaranteed by the full faith and credit of the U.S. government as to the timely payment of
principal and interest, while stocks are not guaranteed and have been more volatile than the other asset classes.
Stocks are represented by the Ibbotson® Large Company Stock Index. Bonds are represented by the 20-year U.S. government bond, cash
by the U.S. 30-day Treasury bill, and inflation by the Consumer Price Index. An investment cannot be made directly in an index.
Past performance is no guarantee of future results. Assumes reinvestment of income and no transaction costs or taxes. This is for
illustrative purposes only and not indicative of any investment. An investment cannot be made directly in an index.
© Morningstar. All Rights Reserved.
This information is not intended to serve as investment, tax, legal or accounting advice. It should not be considered a recommendation
to engage in or refrain from taking a particular course of action and is not an endorsement, recommendation or sponsorship of any
securities, services or other investment property. It has been prepared for informational purposes only and you should consult your
own investment, tax, legal and/or accounting advisors before engaging in any transaction. Any discussion of tax matters contained
herein is not intended or written to be used, and cannot be used, for the purpose of avoiding any penalties that may be imposed under
federal tax laws. The opinions expressed are those of the author(s) and do not necessarily reflect the views of the firm, its clients
or any of its or their respective affiliates. Views expressed are as of the date indicated and may change based on market and other
conditions. The accuracy of the content and its relevance to your particular circumstances is not guaranteed.
Investing involves risk including the possibility of loss.
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