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As you approach retirement it may be time to put
your entire investment
portfolio under the microscope. Once you review your
income needs, and determine exactly how much capital
you will need, you should make adjustments to your
current savings to cover any shortfall.
While hitting that magic dollar figure is important, you
must be wary of the risks you take in getting there. For
example, if you have 5 years left until retirement and
realize you need a 15% return on investment to meet
your target, you may face taking on too much risk.

performance and risk—as one increases, so does the
other. Stocks and equity mutual funds offer greater gains
than bonds, but at additional risk. Work closely with your
advisor to establish the correct balance between risk
and the need for capital safety.
You can place some money in a lower risk investment
and be secure. Yet with that security you should also
realize that you will have a slightly diminished return.
Otherwise, you could end up facing an even greater
shortfall in your retirement income if a higher risk
investment does not deliver.
This chart gives a general idea of the investment
hierarchy for returns and risk.

Assessing a fund's proven potential for performance is
an important procedure when investing. This is
especially true if it appears you will not accumulate
enough capital to generate income sufficient for 15 to 25
years of retirement. At the same time safety of capital
plays a role the closer you are to retirement. There is a
"catch 22" if you are behind—you'll need superior
performance—hence exposure to more risk precisely at
the time you will desire more secure investments.
Generally speaking, there is a direct correlation between
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