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How to Replace Your Paycheck
iIn Retirement

A 2026 Income Planning Guide

The transition from earning a regular paycheck to creating retirement income represents one of the
biggest financial shifts you'll face. Unlike your working years when money arrived predictably every
two weeks, retirement requires you to build a system that replaces that steady income flow.

This guide walks you through proven strategies to create a reliable retirement income that can
replace your working paycheck. You'll learn about withdrawal rates, income sources, and timing
strategies that work for 2026 retirees.

Understanding Retirement Income Replacement

Your retirement income needs to cover the same expenses your paycheck handled during your
working years. The key difference is that instead of one predictable source, you'll likely draw from
multiple income streams.

Most financial experts suggest replacing 70-90% of your pre-retirement income. However, your actual
replacement needs depend on your specific situation. Some retirees need less because they no
longer save for retirement or pay work-related expenses. Others need more due to healthcare costs
or travel plans.

DE CESARE RETIREMENT SPECIALISTS
856.235.3830 | Info@DeCesareRetirement.com | DeCesareRetirement.com



DE CESARE

RETIREMENT SPECIALISTS

Transitioning You from Work through Life.

How Much Income Do You Really Need?

Start by calculating your current monthly expenses. Remove costs that disappear in retirement, like:

Add new retirement expenses such as:

Retirement plan contributions
Work-related transportation
Professional clothing and meals
Payroll taxes on earned income

Increased healthcare premiums
Long-term care insurance

Travel and leisure activities

Home maintenance (if you're home more)

This gives you a clearer picture of your actual income replacement target.

The 2026 Retirement Income Landscape

The retirement income environment continues to evolve in 2026. Several
factors shape how you can replace your paycheck:

Social Security remains stable but represents a smaller portion of total
retirement income for higher earners. Full retirement age is 67 for most
2026 retirees, with reduced benefits available as early as 62.

Pension plans are increasingly rare in the private sector. If you have
one, it provides valuable, predictable income. If not, you'll rely more heavily
on personal savings and investments.

401(k) and IRA balances carry more responsibility for income
replacement. The average 401 (k) balance for workers approaching
retirement has grown, but many still fall short of replacement income goals.

Healthcare costs continue rising faster than general inflation. Medicare
helps but doesn't cover everything, making healthcare a significant income
planning factor.

T — B

DE CESARE RETIREMENT SPECIALISTS
856.235.3830 | Info@DeCesareRetirement.com | DeCesareRetirement.com



DE CESARE

RETIREMENT SPECIALISTS

Transitioning You from Work through Life.

Core Income Sources for Paycheck Replacement

Building retirement income typically involves combining multiple sources. Here are the primary

options:

Social Security Benefits

Social Security forms the foundation of most
retirement income plans. Your benefit amount
depends on your earnings history and when you
claim benefits.

Claiming strategies matter. You can start
benefits as early as 62, but receive reduced
payments. Waiting until full retirement age (67 for
most people) gives you 100% of your benefit.
Delaying until age 70 increases benefits by 8%
per year.

Spousal benefits add complexity. Married
couples have additional claiming strategies,
including spousal benefits and survivor benefits
that can maximize household income.

Taxable Investment Accounts

Non-retirement investment accounts provide
flexible income sources. You can sell
investments or collect dividends and interest
without age restrictions.

Capital gains treatment helps. Long-term
capital gains often receive preferential tax
treatment compared to ordinary income, making
these accounts tax-efficient income sources.

Retirement Account Withdrawals

Your 401(k), 403(b), and traditional IRA accounts
become income sources through systematic
withdrawals. These accounts require minimum
distributions starting at age 73.

Tax considerations are important. Traditional
retirement account withdrawals count as ordinary
income for tax purposes. The timing and amount

of withdrawals can significantly impact your tax

bill.

Roth accounts offer flexibility. Roth IRA
withdrawals of contributions are tax-free at any
age. Earnings withdrawals are tax-free after age
5972 if the account has been open for five years.

Part-Time Work Income

Many retirees continue earning some income
through part-time work, consulting, or small
businesses. This can reduce the pressure on
your investment accounts while keeping you
engaged.

Social Security earnings limits apply if you
claim benefits before full retirement age. After
reaching full retirement age, you can earn
unlimited income without affecting Social
Security benefits.
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The traditional 4% rule suggests withdrawing 4% of your retirement portfolio in the first year, then
adjusting for inflation annually. This approach aimed to make money last 30 years based on historical
market performance.

Why the 4% Rule Needs Updates

Modern retirees face different challenges than the 4% rule's
original assumptions:

k
Longer lifespans mean retirement savings need to last 35+ §
years instead of 30.

Lower expected returns on bonds and stocks may not support 4% withdrawal rates long-term.

Sequence of returns risk can devastate portfolios when poor market performance occurs early in
retirement.

More flexible approaches adjust withdrawals based on market performance and portfolio values:

The bucket strategy divides investments into short-term (1-3 years), medium-term (4-10 years), and
long-term (10+ years) buckets. You draw from different buckets based on market conditions.

Guardrails approach sets upper and lower limits on spending. If your portfolio grows significantly,
you can increase withdrawals. If it declines, you reduce spending temporarily.

Floor-and-ceiling method establishes a minimum income floor through guaranteed sources (Social
Security, pensions, annuities) and allows variable withdrawals from investments for discretionary
spending.
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Creating Your Income Timeline

Successful paycheck replacement requires coordinating different income sources over time. Your
strategy should account for when various income sources become available and how tax implications

change.

Required minimum distributions generally begin at age 73 (or age 75 for those born in 1960 or
later) for traditional retirement accounts.
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Tax-Smart Income Planning

Your retirement income sources have different tax treatments. Smart planning can significantly reduce
your lifetime tax burden.

Tax-Diversified Withdrawal Strategy

Draw from different account types strategically:

Taxable accounts generate capital gains and dividend income,
often at preferential tax rates.

Tax-deferred accounts (traditional 401(k), IRA) provide current
deductions but create taxable income in retirement.

Tax-free accounts (Roth IRA, Roth 401(k)) offer tax-free
withdrawals in retirement after meeting requirements.

Managing Tax Brackets Roth Conversion Opportunities
Coordinate withdrawals to stay within Converting traditional retirement account
favorable tax brackets. Consider: funds to Roth accounts during lower-

income years can reduce future required
+ Filling up lower tax brackets with minimum distributions and create tax-free
traditional account withdrawals income sources.
+ Using Roth withdrawals for income .
that would push you into higher If you're 55—-65 now, you can spread
brackets conversions over multiple years before

required minimum distributions kick in at
age 73, keeping yourself in lower tax
brackets each year.

+ Timing capital gains to take advantage
of 0% capital gains rates
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Building Multiple Income Streams

Diversifying your retirement income sources reduces risk and provides more flexibility. Consider these
additional income streams:

Dividend-Focused Investing

Building a portfolio of dividend-paying stocks and funds can provide regular income payments. Focus on
companies with histories of consistent and growing dividends.

Real Estate Income

Rental properties can provide monthly income,
though they require active management or property
management costs. Real Estate Investment Trusts
(REITs) offer real estate exposure without direct
property ownership. Please note liquidity and real
estate market risks.

Annuities for Income Floors

Immediate or deferred annuities can provide
guaranteed income streams. While they reduce
portfolio flexibility, they offer peace of mind for
covering essential expenses. Annuities involve fees,
surrender charges, and insurer credit risk.

Business or Consulting Income

Your professional skills and experience can generate income through consulting, part-time work, or small
business ventures. This keeps you engaged while reducing pressure on investment withdrawals. Many retirees
appreciate the flexibility to choose when and how much they work, allowing them to stay professionally fulfilled
while creating a more resilient retirement income plan.
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Avoid these frequent errors when transitioning from paycheck to retirement income:

1.

Starting Without a Plan - Many
retirees withdraw money randomly from
different accounts without considering
tax implications or long-term
sustainability. Develop a systematic
approach before you need the income.

Ignoring Sequence of Returns Risk -
Poor market performance early in
retirement can permanently damage
your portfolio's ability to provide income.
Have strategies to reduce withdrawals
during market downturns.

Forgetting About Inflation - Fixed income sources lose purchasing power over
time. Build inflation protection into your income plan through growth investments or
inflation-adjusted income sources.

Claiming Social Security Too Early - While claiming at 62 provides immediate
income, the permanent reduction in benefits can cost you significantly over a long
retirement.

Not Coordinating Spousal Benefits - Married couples who don't coordinate their
Social Security claiming strategies often leave money on the table. Consider how
spousal and survivor benefits affect your household income.

Overlooking Healthcare Costs - Medicare doesn't cover all healthcare expenses.
Long-term care costs can devastate retirement income plans. Factor these potential
expenses into your planning.
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Working with a Retirement Income Specialist

Creating a sustainable retirement income plan involves complex decisions about timing, taxes, and
risk management. Many retirees benefit from professional guidance, especially when coordinating
multiple income sources.

A qualified retirement planning specialist can help you:

+ Calculate your true income replacement needs
+ Develop tax-efficient withdrawal strategies

+ Coordinate Social Security claiming decisions
« Plan for healthcare and long-term care costs

+ Adjust your strategy as circumstances change

Look for advisors with relevant credentials like the CFP® (Certified Financial Planner®) designation
and experience specifically with retirement income planning.

At De Cesare Retirement Specialists, we focus specifically on helping clients transition from work
through life. Our personalized approach recognizes that your retirement income plan should be built
around your life, not a template. Whether you're building wealth, planning your retirement transition,
or establishing a steady retirement income, we meet you where you are in your financial journey.

Learn more and schedule a no-obligation Paycheck Replacement Audit with De Cesare Retirement
Specialists (856) 235.3830 DeCesareRetirement.com.
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Frequently Asked Questions

How much of my paycheck do | need to replace in retirement? Most financial experts
recommend replacing 70-90% of your pre-retirement income, but the exact amount
depends on your specific expenses. Calculate your current spending, remove work-
related costs, and add new retirement expenses to determine your true replacement
income target.

When should I start claiming Social Security benefits? You can claim reduced benefits as
early as age 62, receive full benefits at age 67 (for most people), or delay until age 70
for maximum benefits. The right timing depends on your health, other income sources,
and spousal benefit considerations.

Is the 4% withdrawal rule still valid in 20267 The traditional 4% rule may be too aggressive
for today's market conditions and longer lifespans. Consider more flexible approaches,
such as guardrail strategies or bucket methods, that adjust withdrawals based on
market performance and portfolio values.

How do I coordinate withdrawals from different types of retirement accounts? Use a
tax-diversified approach: draw from traditional accounts to fill lower tax brackets, use
Roth accounts for income that would push you into higher brackets, and time taxable
account sales to optimize capital gains treatment.

What's the biggest mistake people make when replacing their paycheck in retirement?
Starting without a comprehensive plan is the most common error. Many retirees
withdraw money randomly without considering tax implications, sequence of returns
risk, or long-term sustainability. Develop a systematic income strategy before you need
it.

Should I work with a financial advisor for retirement income planning?
Retirement income planning involves complex decisions about timing, taxes, and risk
management. A qualified advisor with retirement planning experience can help
coordinate multiple income sources and adjust strategies as your needs change.

How do I protect my retirement income from inflation? Build inflation protection through
growth investments, Treasury Inflation-Protected Securities (TIPS), or income sources
that adjust with inflation like Social Security. Don't rely entirely on fixed-income sources
that lose purchasing power over time.
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Conclusion

Replacing your paycheck in retirement requires thoughtful planning and coordination of multiple
income sources. Success comes from understanding your true income needs, optimizing the timing of
different income streams, and maintaining flexibility to adjust as circumstances change.

Start by calculating your actual income replacement target, then build a strategy that combines Social
Security, retirement account withdrawals, and other income sources in a tax-efficient manner.
Remember that your retirement income plan should evolve with your needs and market conditions.

The transition from paycheck to retirement income doesn't have to be overwhelming. With proper
planning and professional guidance when needed, you can create a reliable income system that
supports the retirement lifestyle you've worked hard to achieve

This guide is for informational and educational purposes only and does not constitute personalized investment, tax, legal, or financial advice. Investing
involves risk, including the potential loss of principal. Past performance is no guarantee of future results. Tax laws, Social Security rules, and Medicare
provisions are subject to change. Consult with a qualified financial advisor to determine strategies suitable to your individual circumstances. Investment
advisory services offered by De Cesare Retirement Specialists, a registered investment adviser. Registration does not imply a certain level of skill or
training. De Cesare Retirement Specialists is a registered investment adviser. Steve De Cesare, CFP®, is a CERTIFIED FINANCIAL PLANNER®
professional and Investment Advisor Representative. The CFP® marks are owned by CFP Board in the U.S.
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ABOUT STEVE DE CESARE

CERTIFIED FINANCIAL PLANNER®
professional and President of De Cesare
Retirement Specialists

A leading retirement transition specialist, Steve
De Cesare, CFP® is a second-generation
financial planner who has spent the last decade
of his career helping professionals transition
into retirement with financial confidence.

His multi-disciplinary planning approach works
to ensure that the investment, income, tax and
estate strategies are in place to achieve each of
his clients’ financial and lifestyle goals for retirement. Steve specializes in offering guidance
to corporate employees regarding their company sponsored retirement plans such as
401(k)s and pensions. He also advises on rollovers to and investment decisions within
Individual Retirement Accounts (IRAs). Additionally, he helps employees who are facing
workplace transition with the critical decisions and financial plan adjustments that need to
be made to help ensure a smooth progression of their financial life as they enter into their
next job or retirement.

Steve is a CFP® professional and Investment Advisor Representative of De Cesare
Retirement Specialists, a Registered Investment Advisor. He is also licensed in life and
health insurance in the states of New Jersey and Pennsylvania. Steve is a member of the
Financial Planning Association (FPA) and a 14-year recipient of the Five Star Wealth
Manager Award. As a financial resource, Steve has been quoted in numerous media outlets,
including USA Today, Money, The Washington Post, The Wall Street Journal, and
Bankrate.com.

Take the next step with confidence. Call Steve De Cesare, CFP® at
De Cesare Retirement Specialists at 856.235.3830 or email
info@DeCesareRetirement.com to schedule your no-obligation,
complimentary consultation.
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