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New Rules for Retirement

Should I follow Warren Bu�ett's 90/10
investing strategy?
by Walter Updegrave   @CNNMoney

February 21, 2018: 10:42 AM ET

I'm in my early 50s, have more than $1 million in retirement savings and plan to retire around age
60. I've heard about Warren Bu�ett's strategy of keeping 90% of one's assets in stocks and 10%
in bonds and like the idea of investing my savings that way to earn higher returns. I know my
accounts would take a hit if stock prices fall, but I believe I could survive a market downturn. Do
you think this is a good strategy for retirees and near retirees?—C.P.

Anyone who's followed the strategy of putting 90% of their money in stocks and 10% in bonds
that Warren Bu�ett mentioned in his 2013 letter to Berkshire Hathaway shareholders — would
have done very well in recent years.

After all, since that missive was released in March 2014, stocks have returned nearly 60%, while
the broad taxable bond market has returned just a bit over 8%. So clearly, investing nearly all of
your retirement savings in equities has paid o�, whether you're still building a retirement nest egg
or, for that matter, drawing on it for retirement income.

At the same time, though, you also have to wonder how anyone with such a stock-heavy asset
allocation felt when the market went on its recent white-knuckle rollercoaster ride. Nor can you
help but wonder how many people nearing or already in retirement would feel if the recent
volatility turns out to be the harbinger of a major meltdown in stock prices.

And therein lies what I believe is the major question anyone thinking of adopting this strategy
needs to resolve before adopting it: Will you be willing, and able, to stick with such an aggressive
stocks-bonds mix when the markets are in turmoil or even in the midst of a harrowing tailspin?

Related: Where should you put your money if you think the market will crash?

Make no mistake, the benefits for hanging in with a very heavy stock allocation over the long run
can be substantial. During your career, stocks' generally higher long-term returns can help you
build a much larger nest egg than you would by tilting your mix more toward bonds. And even
post-career, when retirees are drawing money from their nest egg, the Bu�ett Portfolio has done
quite well.

For example, when a finance professor at Spain's IESE Business School examined how a 90%
stocks-10% bonds portfolio would have performed over 86 rolling 30-year periods between
1900 and 2014 following the 4% rule — i.e., withdrawing 4% initially and then subsequently
boosting withdrawals by the inflation rate — he found not only that the Bu�ett portfolio survived
almost 98% of the time, but that it had a significantly higher balance after 30 years than more
traditional retirement portfolios with say, 50% or 60% invested in stocks. (The prof, by the way,
also outlines a few tweaks to the Bu�ett strategy that may be able to help you improve on those
results.)

But the fact that this strategy succeeded so well in the past doesn't mean it will replicate that
success in the future. And even if it does fare as well in the years ahead, there's still the matter of
how someone investing his nest egg in such a volatile mix will deal with what I've called
"emotions risk," or the risk that you'll give in to the powerful urge to sell stocks during severe
market setbacks, locking in losses and perhaps leaving you unprepared to participate in the
market's eventual recovery.

It's one thing to say now, with stock values still high even after recent turbulence, that you can
survive a market downturn and that you're confident that you won't abandon the 90-10 strategy.

Will I have e
retire?
Find out if y
track for ret

Advertisement

Paid Content

25 Really 
Products 
Know You
trendingguide

Find Inspi
York's Mo
Mansions
Mansion Glob

The Stran
Between 
Diabetes 
healthtoday.co

Nueva Tel
QuadRolle
Telepizza

More CNNMoney video

The unico
public. Sh
buy?

Levi's CEO
women's 
to growth

CNNMONEY CALCULATOR

  Recommend 0

Markets Economy Companies Tech Autos India Video Internationa

https://money.cnn.com/retirement/new-rules-for-retirement/index.html
https://money.cnn.com/author/walter-updegrave/index.html
https://twitter.com/intent/user?screen_name=CNNMoney
https://realdealretirement.com/toolsresources/research-reports-surveys-and-other-resources/
https://realdealretirement.com/the-4-things-you-need-to-know-to-survive-a-bear-market/
http://money.cnn.com/2018/02/14/retirement/retirement-market-crash/index.html?iid=EL
https://realdealretirement.com/do-you-really-need-stocks-when-investing-for-retirement/
https://realdealretirement.com/toolsresources/research-reports-surveys-and-other-resources/
https://realdealretirement.com/3-things-you-need-to-know-about-the-4-rule/
https://realdealretirement.com/3-risks-you-may-not-be-focusing-on-that-can-derail-your-retirement/
https://money.cnn.com/calculator/retirement/retirement-need/
https://money.cnn.com/calculator/retirement/retirement-need/
https://money.cnn.com/calculator/retirement/retirement-need/
http://golnks.com/path/lp.php?trvid=10025&trvx=c2e80466&OutbrainClickId=$ob_click_id$&campid=00d1369c1f9b452134ab5f6b3c6052d25d&creaid=005cc126ebb2df08e65b030e7913303b59&atitle=25+Really+Cool+Products+You+Didn%27t+Know+You+Needed&dtitle=25+Insanely+Cool+Products+That+You+Probably+Haven%E2%80%99t+Heard+About&pubidx=$origsrcid$&publisher=$publisher_name$&section=$section_name$&obOrigUrl=true
https://www.mansionglobal.com/search?geocoded_location%5Bformatted_name%5D=New+York&geocoded_location%5Bformatted_address%5D=New+York%2C+NY%2C+USA&geocoded_location%5Blocality%5D=New+York&geocoded_location%5Badministrative_area_level_1%5D=New+York&geocoded_location%5Bcountry%5D=United+States&location=New+York%2C+NY%2C+USA&reloadLocationOnSearch=false&userSearchText=new+yorks&mod=outbrain_searchpages&obOrigUrl=true
https://funandgames.online/?flux_fts=lzczpotilocxlpqipleialtxltxpqczzitzlq60356&utm_source=outbrain&utm_medium=$section_name$_$section_id$&utm_content=My+Startling+Diabetes+Discovery_00a9263da36cf391256552663515a4c5e7&utm_campaign=008123acb09b005d79f3e832ead760aa8d&utm_term=The+Strange+Link+Between+Eggs+And+Diabetes+%28Watch%29&click_id=$ob_click_id$&referrer=$publisher_name$&publisher_id=$publisher_id$&uuid=$uuid$&requestid=$req_id$&ad_id=0010f69a267b720205085eb1ad7ecdb6ac&publisher_id2=$origsrcid$&publisher_name=$origsrcname$&time_stamp=$time_stamp$&sectionid=$section_id$&obOrigUrl=true
https://fra1-ib.adnxs.com/click?ehSuR-F6xD8g0QSKWMTAPwAAAKCZmRJAaAWGrG71xD-amZmZmZnJPyc-WAReE4RslU1hwHo2XgsuxZhcAAAAAB7I5ACtHQAAAAQAAAIAAABNmzoIBYEbAAAAAABVU0QAVVNEAAEAAQCLugAAAAABAgUCAAAAALAApyFsJwAAAAA./bcr=AAAAAAAA8D8=/pp=0.130992/cnd=%21QxPQUQimxeUMEM226kEYhYJuIAAoADGamZmZmZnpPzoJRlJBMTozOTE1QI0JSXBfB84ZUew_UQAAAAAAAAAAWQAAAAAAAAAA/cca=MTAyNCNGUkExOjM5MTU=/bn=76864/referrer=http%3A%2F%2Fmoney.cnn.com%2F2018%2F02%2F21%2Fretirement%2Fwarren-buffett-investing-strategy%2Findex.html/clickenc=https%3A%2F%2Fad.doubleclick.net%2Fddm%2Ftrackclk%2FN344005.271047SMARTCLIP%2FB22124294.238359677%3Bdc_trk_aid%3D434805641%3Bdc_trk_cid%3D69972605%3Bdc_lat%3D%3Bdc_rdid%3D%3Btag_for_child_directed_treatment%3D%3Btfua%3D&obOrigUrl=true
https://money.cnn.com/calculators/
javascript:void(0)
https://www.facebook.com/share.php?u=https%3A%2F%2Fmoney.cnn.com%2F2018%2F02%2F21%2Fretirement%2Fwarren-buffett-investing-strategy%2Findex.html&title=Should%20I%20follow%20Warren%20Buffett%27s%2090%2F10%20investing%20strategy%3F
https://twitter.com/intent/tweet?text=Should%20I%20follow%20Warren%20Buffett%27s%2090%2F10%20investing%20strategy%3F&via=CNNMoney&related=&url=http://cnnmon.ie/2FkjZUt
https://money.cnn.com/markets/?iid=Mark_Nav
https://money.cnn.com/economy/
https://money.cnn.com/news/companies/
https://money.cnn.com/technology/?iid=Tech_Nav
https://money.cnn.com/autos/
https://money.cnn.com/news/india/
https://money.cnn.com/video/
https://money.cnn.com/
JEstrada
Rectangle

JEstrada
Rectangle

JEstrada
Highlight



3/25/2019 Should I follow Warren Buffett's 90/10 investing strategy?

https://money.cnn.com/2018/02/21/retirement/warren-buffett-investing-strategy/index.html 2/6

But the real issue is how you'll react if stocks go into a gut-wrenching and prolonged slump, like
the 17-month near 60% drop from the market's high in 2007 to its low in 2009 or the 31-month
49% decline in the wake of the late '90s dot-com boom.

Maybe you look at such setbacks and are sure you would be able to handle them in the future.
Fine. Just remember that, since you're looking backwards, you know when stocks hit bottom,
when they turned around and how everything turned out. The impact of a bear market on an
investor's emotions and psyche is quite di�erent when you're going through it in real time, when
stock prices are tumbling day after day, when rallies fizzle and lead to even bigger losses, when
there's no end in sight and you see your hard-earned savings dwindling before your eyes. During
such times many investors are desperate to do something, anything to ease the pain.

If you've got the discipline and the stomach to stick with a very aggressive portfolio even during
market cataclysms — or if your nest egg is so large relative to the amount of money you need to
draw from it each year so your chances of running through your savings prematurely are
minuscule — then maybe you're a candidate for the Bu�ett approach. But I suspect most people
nearing retirement or already retired aren't looking to take their life's savings on a stomach-
churning up and down ride.

And they don't have to. As long as you've been saving throughout your career and you continue
to save, you don't need a nearly all-equities portfolio to build an adequate nest egg in the home
stretch to retirement. If you've got 10 or so years until retirement, a more modest stock weighting
in the neighborhood of 60% to 70%, or for that matter even a bit more conservative if you're
particularly risk averse, should su�ce. (In fact, even if you're approaching retirement age with a
nest egg smaller than you'd like, there are better ways to improve your retirement prospects than
by taking on more investing risk, which could backfire and leave you worse o�.)

Related: 3 things you need to know about the 4% rule

Similarly, you don't need to overdo it when you're on the verge of retirement or have already
retired. As long as you keep your withdrawal rate reasonable, you don't need to load up heavily
on stocks to avoid outliving your savings. The study I referred to earlier showed that more
traditional retirement stocks-bonds allocations — 60%-40%, 50%-50% and 40%-60% — held
up about as well or better than a 90% stocks-10% bond portfolio, and a larger bond stake would
have provided more of a cushion during stock market setbacks. You can get a sense of how long
a nest egg invested in di�erent mixes of stocks and bonds might last in the future at various
withdrawal rates by going this retirement income calculator.

Of course, by investing less of your savings in stocks, you do limit the potential upside. But when
you're nearing the end of your career or already retired, you have to ask yourself which makes
more sense: Shooting for higher returns while having to watch the value of your nest egg dip and
dive so that you might (not will, but might) end up leaving a larger legacy to your (no doubt
incredibly deserving) heirs? Or going with a more conservative strategy that should provide a
smoother ride and allow you to enjoy retirement without worrying that a market setback will
upend your retirement plans?

Obviously, the choice is yours. But I think that most retirees and near retirees would be willing to
give up some upside in return for less drama and anxiety in their post-career life.
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