ADVERTISEMENT

Retirement savings:
What's a physician s
magic number?

How do you figure out how much you
need to save for retirement? Here are the

assumptions typically used when generating

projections in a retirement plan.

1. Rate of return. This is the percentage you expect your
investments to grow by on average every year. Considering
long-term historical averages and recent sustained low
interest rates, you might use 4% to 5% as the expected
long-term rate of return for a balanced portfolio (60%
equity, 40% fixed income). Generally, it's better to project
longer-term returns on the conservative side so that you're
not left in a shortfall position.

2. Savings pattern. Investment growth is one thing, but
you'll also likely keep saving throughout your career. Part
of your projection should include your expected savings
over time and how much those savings will grow based
on your expected rate of return.

3. Government pensions. When you retire, you may be
eligible for Old Age Security (OAS) and the Canada Pension
Plan (CPP). If you live in Quebec, you may be eligible for
the Quebec Pension Plan. At age 65, the maximum CPP
and OAS payments are about $14,100 and $7.400 per

year, respectively.! You can estimate how these amounts
might grow based on your personal circumstances and
inflation assumptions.

4. Inflation. An inflation rate of 2% annually is a good place
to start. Just remember that over the long term, the actual
inflation number could vary.

5. Life expectancy. Because some people live much longer
than the average life expectancy, it may make sense to
create a plan that assumes your life expectancy is around
95 years old.

6. Withdrawal rate. Assuming you live to 95, your
investment portfolio would need to last 30 years (age 65 to
95). A typical annual withdrawal rate is 4%. Any changes to
the withdrawals taken in retirement will need to be factored
into the assumptions, and your plan updated accordingly.
This may include withdrawals for vacations, home repairs,
gifts to beneficiaries, and so on.

Financial plans need regular checkups

You can estimate your own “magic number” for retirement
savings using assumptions like the ones above, but you
may need to refine or adjust them over time. If your
retirement plan hasn’t been reviewed recently or
you've experienced major changes because of the
disruptions of 2020, check in with your MD Advisor*
to see whether you need to make any changes.

MD Financial
Management

*MD Advisor refers to an MD Management Limited Financial Consultant or Investment Advisor (in Quebec), or an MD Private Investment Counsel Portfolio Manager.

1Based on data provided by the Government of Canada as of November 1, 2020.
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MD Financial Management provides financial products and services, the MD Family of Funds and investment counselling services through the MD Group of Companies. For a detailed list of these companies, visit md.ca.
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MD Financial Management (MD Financial) provides financial products and services, the MD Family of Funds and investment counselling services through
the MD Group of Companies. For a detailed list of the companies, visit md.ca. All banking and credit products and services available through the Scotiabank
Healthcare+ Physician Banking Program are offered by The Bank of Nova Scotia (Scotiabank). Credit and lending products are subject to credit approval

by Scotiabank.

®Registered trademark of The Bank of Nova Scotia, used under licence
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