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SCENARIO MODELING-WHY IT IS SO
POWERFUL FOR RETIREMENT PLANNING

Retirement Planning using Scenario Modeling

The beauty of scenario modeling advocating this course is that you can adjust the outlook of your
retirement landscape any time that you want.

Balance at 55 years of age $10,00,000.00
inflation Rate 3.20%
Annual Withdrawal (with spouse) % 28,300.00

Annual Withdrawal (surviving spouse] Present Value 5 20,400.00
Annual Withdrawal [surviving spouse)

Future Value on 20th year with 3.2% inflation % 3s3mn
= $  2,400.00
Ohiserve the formula we have used §  1,700.00

to caleulate this amount.

Age

55
56
57

58

59
60
61
62
63
64

]

Year

2013
2014
2015
2016

07
2018
2019
2020
2021
2022
023
2024
2025
2026

028
2029
2030
2031
2032

2034
2035

nth year Opening Balance

0
1
2
3

10,00,000.00
9,71,200.00
5,41,478.40

9,10,805.71

8,79,151.49
8,46,484.34
8.12,771.84
7,77,980.54
7,42,075.91
7,05,022.34
6,66,783.06
6,27,320.12
5,86,594.36
5,44,565.38
5.01,191.47
4,56,429.60
4,10,235.35
3,62,562.88
3,13,364.89
2,62,592.57
2,10,195.53
1,71,892.29
1,32,365.39

Withdrawal Closing Balance

28,800.00
29,721.60
30,672.69
31,654.22

32,667.15
33,712.50
34,791.30
35,904.62
37,053.57
38,239.29
39,462.54
40,725.76
42,028.98
43,373.91
44,761.87
46,194.25
47,672.47
49,197.99
50,772.32
52,397.04
38,300.23

39,527.51

40,792.80

9,71,200.00
9,41,478.40
9,10,805.71
8,79,151.49

8,46,484.34
8,12,771.84
7,77,980.54
7,42,075.91
7,05,022.34
5,66,783.06
6,27,320.12
5.86,594.36
5,44,565.38
5,01,191.47
4,56,429.60
4,10,235.35
3,62,562.88
3,13,364.89
2,62,592.57
2,10,195.53
1,71,893.29
1,32,365.39

91,572.53

| The figure shows the future
| value at 20th year with 3.2%
inflation.

Observe how the dosing

balance is calculated.

For example, this is something that is in continuation of an appearance really of the fact that if you
have one million and you have Rs 2,400 money for expenses or 22 years or the day you pass away
this is how you turn out but if you do not have one million and you only have maybe eight hundred

thousand.
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| Balance at 55 years of age $ 8,00,00000 Age | Year: wahiyoer Openiop Rileice: Wikl Glosig Satunce
inflation Rate 3.20% ss 2013 0 80000000 2400000  7,76,00000 —
 Annual Withdrawsl [with spouse] $  24,000.00 s6 014 1 77600000 2476800 7,51,232.00
| Annusl Withdrawal [surviving spouse] Present Value  §  20,400.00 57 2015 2 75123200 2556058  7.2567142
m‘:‘:fm:mmm'm — BT 58 2016 3 72567142 2637851 69929291
< 59 2017 4 69929281 2722163 67207028
$  2,00000 6 2018 S 67207028 2809375 64357653
| Observe the formula we have used s 170000 61 2019 & 64397655 2899175  B1498378
Liatiethoanou &2 00 7 61498378 2992052 58506526
63 2021 8 58506326 3087798  554,18529
64 2022 9 55418529 3186607 52231922
€5 2023 10 52231022 3288579 4,89,433.43
66 2024 11 489,43343 3393813 45549530
67 2025 12 45549530 3502415 42047115
68 2026 13 42047115 3614492  B,84,32623
69 2027 14 38432623 3730156 3,47.02467
70 2028 15 54702467 3849521  3,08,52945
71 029 16 30852945 3972706  2,68,802.40
72 2030 17 26880240 4099832  2,27.804.07
75 2031 18 22780407 4231027 18549380
74 2032 19 18540380 4366420 14182061
75 2033 20 14182961 | 3830223 10352737
76 2034 21 10352737 3952701  63999.47
77 035 22 6399947 4079280 \| 2320667
78 2036 b5 ] 23,206.67 42,098.17 \:msm _ | The baiance has
79 037 14 (28,89150) 4384551 62,33681) i i oot
‘ The figure shows the future
The balance has value at 20th year with 3.2%
gone negative. inflation,

So it turns out that when you pass away it cannot last to survive your spouse expenses like when she
is seventy-eight.

Balance at 55 years of age § 8,00,000.00 Age Year nthyesr Opening Balance Withdrawal Closing Balance | | |
Inflation Rate 3.20% ss 3 o B.00,00000 2160000  7,78,400.00 » | Dhserve how the cicsing
balance is calculated.
Annual Withdrawal (with spouse) $ 2160000 56 2014 1 77840000 2229120 75610880
Annual withdrawal (surviving spouse) Present Value $ 2040000 57 2015 2 75610880 2300452 73310428
x‘:::’m':;:‘:‘::"mﬁm:’inmm 3 s s8 2016 3 73310428 2574066  7.00,363.62
g 58 2017 4 70836362 2450036 68486335
=3 5 180000 60 2018 5 68486325 2528438 65057888
“’""'I : :;m“" hemad i 5 170000 61 2019 6 65957888 2609348 63348540
— - 62 w0 7 63348540 2602847 60655694
&3 2021 -4 6,06,55694 27.790.18 5,78.766.76
64 012 E 57876676 2867945  550,087.29
€5 023 10 55008713 2959721 52049009
66 2024 11 52043008 3054431  489,94577
& o5 12 48994577 3152178 45842403
€8 026 13 45842408 3253043 42589360
69 1027 14 42589360 3357140 39232220
70 2028 1S 38231220 3464569 35767651
71 2029 16 35767651 3575435 32192216
72 030 17 32192216 3689840 28500367
73 2081 18 28500367 3807924 24694442
74 2032 198 14698442 3920778  2,07.64665
75 2083 20 10764665 3830223 16034441
7% 038 1 16934441 3952701\ 12081650
77 2035 12 12981650 4079280 ".\ 89,023.71
78 036 13 8902371 4200817 | 4692554
7 2037 24 4692554 43445351 | 348023
| The figure shows the future
value ot 20th year with 3.2%
inflation,

A lot of people think there is a way to find the extra 200 thousand savings to be put into your retire-
ment fund. It’s not easy we’re talking about a huge lump sum of amount here. You’re going to get
the most important takeaway in this chapter is that if you only have an eight hundred thousand in-
stead of one million and you realize that to sustain your retirement lifestyle, it is not enough for your
spouse at the age of seventy-nine. So you can adjust here say if you reduce your expenses by 400 at
the onset of your retirement and see how this turns out.
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| Balance at 55 years of age S 8,00.000.00
inflation Rate 320%
Annual Withdrawal [with spouse) 5 2160000

Annual Withdrawal [surviving spouse) Present Value § 2040000
Annual Withdrawal (surviving spouse)
Future Value on 20th year with 3.2% inflation - § 3s30223

§ 1,800.00
] 1,700.00

Observe the formuia we have used to
calculate this smotint.

Age

56
57

58

2035
2036
037

nth year Opening Balance

8,00,000.00
7.78,400.00
7.56,108.80
7.33,10428

7,00,363 62
6,84,86325
65057888
6,33,485.40
6,06,55694
5,78,766.76
5,50,087.29
5,20,490.09
48094577
458432403
42589360
3,92,32220
3,57,676.51
32192216
2,85,023.67
2,46,944.82
2,07,646.65
1,69,384.41
1,2981650

89,02371

46,925.5¢

Withdrawal

11 600.00
2239120
23,004.52
21374066

24,500.36
25,284.38
26,093 48
26,928.47
27,790.18
28,679.45
2959721
30,544.32
3152174
3253043
33,571.40
34,645 69
35,754.35
36,898.49
38,079.24
39297.78
38,3023

39,527.91

40,792.80
42,098.17
43,445.31

Closing Balance
7.78.400.00
7.56,108.80
7.33104.28
7,08,363.62

£,84,863.25
65057888
6,33,485.40
606,55694
5,78,766.76
5.50,087.29
5,20,490.09
48994577
458,42403
42589360
39232220
35767651
3,21,922.16
28502367
24694442
2,07.646.65
1,69,344.41
1,29.816.:50
\ 89,0371
“.\ 4592554
\ 348023

The figure shows the future |
value at 20th year with 3.2%
inflation.

8T - 431dVHD

How about if you adjust it to one thousand eight hundred and see how this turns out. It is just
enough for you to last for you and your spouse before you both pass away. It is easier to save to

get two hundred thousand into a retirement fund or do you find it easier to reduce your monthly
expenses from 2400 to 1800 per month at the onset of your retirement. So most people will find it
easier to reduce the expenses rather than find how to save or get the extra two hundred thousand
retirement funds. So this is the most important thing of this module and this scenario modeling anal-
ysis gives you a very good way to look at this and do it for yourself and whether you want to do it for

the next step.

Balance at 55 years of age 5 B,00,000.00
Inflation Rate 5.20%
Annual Withdrawal [with spouse] $ 21,600.00

Annual Withdrawal (surviving spouse) Present Value S5 20,400.00
Annual Withdrawal [surviving spouse)
Future Value on 20th year with 3.2% inflation _- % 383023

Observe the formula we have used to

cacuate ths amount ——

55
56
57

58

59

61
62

64
85
3
&7
&8
59
70

72
73
74
75
78
77
78
79

Year

2013
2014
2015

nth year Opening Balance

WM e

8,00,000.00
7.78.400.00
7,56,108.80
7,33,108.28

7,00,363 62
6,84,86325
659,578 88
5,353,485 40
6,06,556.94
5,78.766.76
5,50,087.29
5.20,490.09
4,80,945.77
458,42403
425,893 60
3.92,32220
35767651
32192216
2,85,023.67
2,46,944.42
2,07,646.65
1,60,344.31
1,29,81650

8902371

4692554

‘Withdrawal Closing Balance

11,600.00
22,291.20
23,004.52
1374086

2450036
2528438
26,093.48
25928 47
27.790.18
2IB,679.46
29,597.21
3054432
3152174
32,53043
35,571.40
3464569
35,754.35
36,898.49
3807924
39.297.78

39,527.91 ".\

40,792.80
42098117
4344531

77830000 —
7.56,108.80
7.33,10428
7.08,363.62

6,84,863.25
6.59.578.88
6,35,485.40
60655694
57876676
5,50,087.29
5.20,430.09
4,89,945.77
4,58,824.03
4,25,893.60
5.92,32220
3,57,676.51
52192216
2,85,02367
24694442
2,07,646.65
1,69,344.41
1,29,81650
\  ss027
\"‘. 4692554
\ 348023

value at 20th year with 3.2% |
infiation.

The figure shows the future |

! th.hwlhubshl ;
‘balance is caiculated.
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For this example, if you were given a choice whether you want to reduce expenses, so it can last you
to the next twenty-four years. All you want to think of ways to get 200 thousand more into the re-
tirement fund and you will find it a lot more to reduce expenses to find that extra amount of money
to be in the retirement fund.
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