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THE CONSUMPTION GAP 

The very essence of saving for retirement is to accumulate a nest egg large enough to 

replace employment income and sustain a stable standard of living throughout 

retirement. Despite sobering statistics that highlight most Americans' lack of 

retirement savings, many individuals have done an admirable job of saving for 

retirement. Through a combination of disciplined savings habits, moderate lifestyles, 

and maybe a little luck, many find themselves able to retire comfortably.  

The transition from working to being retired, however, is not always an easy one. 

Many individuals carry their pre-retirement financial instincts with them into 

retirement, which can lead to them not spending on things they actually want. For 

these individuals, the move from saver to spender can feel like an abandonment of the 

principles they have known for more than 30 years. After spending a lifetime saving 

money, it can feel unsettling to begin pulling cash from accounts that were previously 

off-limits. This is what is known in the financial planning community as “the 

consumption gap” - the consumption gap is the difference between an individual’s 

actual consumption and their potential consumption made possible by their wealth. 

SAVING VS. SPENDING 

There are many obstacles that face us as we transition from saving to spending. So 

often, we set self-control rules for saving and spending. We frame our money into 
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INVESTING IN INFRASTRUCTURE 

Each year, Rinehart Wealth & Investment Advisory hosts a panel of institutional 

portfolio managers with similar specialized disciplines, providing our guests with 

unique access to high-quality fund managers and current expert opinions on timely 

investment topics. The primary focus of this year’s portfolio manager roundtable is 

infrastructure investment strategies, which should afford attendees the opportunity to 

learn more about the reality of the current administration’s widely-anticipated 

infrastructure spending bill, the potential for inflation in 2018, and opportunities 

arising from an overdue infrastructure upgrade cycle. The event will be held on 

Thursday, February 8th: there are still a few spots open, so please contact Lesley Burke 

if you would like to RSVP for the event. Additional details are provided in the Around 

Rinehart section of this month’s newsletter. 

As an asset class, direct investments in infrastructure assets provide unique 

diversification benefits and an incremental hedge against inflation but are difficult to 

access in liquid investment vehicles. Indirect infrastructure investment strategies 

available in liquid, publicly-traded investment vehicles have grown in popularity due 

to strong interest amongst retail investors, including several specialized strategies that 

focus on investing in water infrastructure. In preparation for this Continued on next page 
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year’s portfolio manager panel, the Investment Team is focusing on defining water infrastructure and highlighting the 

near-term drivers that should stimulate increased investment over the coming years. Given the rapid deterioration of 

antiquated water infrastructure assets across the country and the need for substantial capital investments in water 

infrastructure, this has been an area of increasing interest across investment portfolios over the past several years. 

DEFINING U.S. WATER INFRASTRUCTURE 

Immediate access to potable water is quickly becoming a global risk, despite consumers seeing it as a basic human 

right instead of an intricate and expensive luxury afforded to developed countries by extensive investments made 

decades earlier. Little thought is given to the actual scope and scale of the infrastructure required to maintain the 

increasing demands placed upon a deteriorating system, whose last significant upgrade cycle occurred 40-50 years ago. 

Water infrastructure involves what is constructed to pump, divert, transport, treat, store, and deliver water, as well as 

to collect, treat, and discharge storm and wastewater.† This includes important assets such as pipelines, pumping 

stations, treatment facilities, and much more. According the American Society of Civil Engineers (“ASCE”), 

approximately ±80.0% of the drinking water in the U.S. is supplied by surface waters (i.e., rivers, lakes, reservoirs, 

and oceans), with the remaining ±20.0% extracted from groundwater aquifers (i.e., water wells); this drinking water 

is delivered to consumers through one of the ±155,000 active public drinking water systems in the U.S., with the 

majority of Americans receiving their drinking water from one of ±51,356 community water systems.** In addition to 

these drinking water systems, there are ±14,748 wastewater treatment plants across the U.S. that are responsible for 

collecting, managing, processing, and treating residential, commercial, and industrial wastewater to ensure applicable 

water quality standards before discharging the water back into the environment. 

Given the sheer number of water systems currently active in the U.S., the task of implementing and executing the 

necessary investment in water infrastructure assets across the country is daunting. Despite the inherent socioeconomic 

significance of providing critical access to an essential natural resource and the various laws, rules, and regulations 

protecting them, water infrastructure assets across the U.S. have been neglected for too long and are increasingly 

vulnerable to numerous risks, which will quickly require long-term resolutions in order to avert near-term failures. 

FACTORS AFFECTING STABILITY & SAFETY OF U.S. WATER INFRASTRUCTURE 

The following five factors threaten the long-term stability and safety of domestic water systems and infrastructure 

across the country, underscoring the immediate need for considerable capital investments and urgent upgrades: (1) 

increasing supply and capacity constraints, (2) the capital intensity of water infrastructure, (3) operational 

inefficiencies and fragmented oversight, (4) the age of existing water infrastructure, and (5) increasing climate 

variability. 
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MONTHLY INDEX REVIEW 
USD TOTAL RETURN 

DATA AS OF JANUARY 31ST 2018 
JANUARY 

2018 2016 2015 2017 

S&P 500® +5.73% +11.96% +1.38% +21.83% 

Dow Jones Industrial Average +5.88% +16.50% +0.21% +28.11% 

NASDAQ Composite +7.40% +8.87% +6.96% +29.64% 

Russell 2000 +2.61% +21.31% -4.41% +14.65% 

MSCI Emerging Markets +8.34% +11.60% -14.60% +37.75% 

MSCI EAFE +5.02% +1.51% -0.39% +25.62% 

Barclays U.S. Aggregate Bond Index -1.15% +2.65% +0.55% +3.54% 
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INCREASING SUPPLY & CAPACITY CONSTRAINTS 

Increased global water consumption, driven by growing demand across residential, industrial, 

and commercial markets, has vastly outpaced the rate of investment in water infrastructure to 

such an extent that existing water systems encounter capacity constraints in supplying and 

satisfying water withdrawal demand at current levels. Growth in global water demand over the 

past 100 years is estimated to have more than doubled the rate of population growth during 

that same time, with the largest increase in demand and usage coming from agriculture.‡ With 

the global population projected to grow at an average annualized rate of ±1.0% through 2030, 

there will need to be coordinated efforts across residential, industrial, and commercial 

markets to make the necessary investments in water infrastructure to mitigate capacity 

constraints and ensure adequate supply to meet the subsequent growth in demand. 

INDUSTRIAL & COMMERCIAL MARKETS 

Water is a critical input to industrial production and commercial activity, and a disruption in 

the supply of readily-available water resources from failing water infrastructure would have a 

direct economic impact on numerous water-dependent industries across the U.S. Within the 

U.S., estimates suggest that over ±90.0% of water usage and withdrawals are driven by: 

“diversions for energy production and consumptive use of water for irrigation.”† Industrial 

usage by the energy and power generation industry alone is estimated to account for ±45.0% 

of total water withdrawals in the U.S.* Because industrial and commercial markets are largely 

comprised of private sector participants, the explicit and implicit costs of their water usage 

have a corresponding impact on their operating activity and financial performance. Moreover, 

increased scrutiny and regulation of the environmental impact of water-intensive industries 

(e.g., energy & power generation) has increased awareness of the extent of the impact 

industrial and commercial markets have on public water systems and water infrastructure. As 

such, industrial and commercial markets are expected to invest in water infrastructure in 

order to increase their efficiency and self-sufficiency through the adoption of new 

technologies, and implement innovative solutions at a faster rate than comparable residential 

markets’ investments dictated by government authorities. 

RESIDENTIAL MARKETS 

Regarding residential markets, demographic trends and shifting population growth have 

contributed to increased stress on public drinking water systems across several regions. With 

respect to wastewater treatment systems, ongoing population growth in densely-populated 

urban areas, new housing developments and household formation, and rural households 

switching from septic systems and tying into newly-accessible public sewer systems are all 

factors that are expected to exert increasing pressure on existing wastewater systems 

infrastructure. For example, regions enjoying above-trend economic growth in the West and 

Southwest are being forced to manage increasing supply and capacity constraints on their 

community water systems as a result of the increased demand from growing populations. At 

the other end of the spectrum, several regions in the Midwest have suffered from relatively 

lackluster economic growth and declining population growth: consequently, public water 

systems are being forced to increase the relative financial burden across a shrinking rate base 

that is less able to afford the incremental cost, resulting in inequitable economic resources for 

water systems by geography despite uniform safety standards. 

Approximately ±92.0% of the total population in the U.S. receives its drinking water from just 

±8,674 (i.e., ±5.6%) of the ±155,000 active public drinking water 
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systems in the U.S., and ±76.0% of Americans depend on one of the ±14,748 active centralized treatment systems for 

wastewater sanitation.** The remaining ±8.0% of the U.S. population receives its drinking water from one of the 

“small” or “very small” community water systems that make up ±94.4% of active U.S. drinking water systems: these 

systems often lack adequate financial resources to build out and invest in the additional capacity necessary to address 

growing supply-demand imbalances. Residential markets face an immediate and growing need to increase the rate of 

capital investment in water infrastructure; given the capital intensity of managing and operating existing water 

systems, however, local and municipal budgets often lack the discretionary funds to invest in long-term infrastructure 

projects. This is the primary reason that the obvious and considerable degradation of water systems infrastructure has 

been ignored and allowed to deteriorate to the point of potentially catastrophic susceptibility. 

CAPITAL INTENSITY OF WATER INFRASTRUCTURE 

Community water systems and centralized wastewater systems are responsible for providing potable water and for 

treating wastewater across residential, industrial, and commercial markets, which is an extremely complex and capital-

intensive process. In an analysis of public spending trends from 1956-2014, the Congressional Budget Office (“CBO”) 

highlights how ±67.0% of aggregate public spending on water utilities (i.e., water supply and centralized wastewater 

treatment systems) went to operation and maintenance costs, with the residual ±33.0% allocated to capital 

investment activity.³ This discrepancy in the ratio of operating expenditures vs. capital expenditures and investments 

in public spending on water utilities was the largest of any other infrastructure category identified by the CBO in its 

report and is illustrative of water infrastructure’s relative capital intensity. Consequently, state and local governments 

do not have the ability to upgrade water systems, as the majority of available capital is already being allocated to simply 

operate and maintain existing infrastructure. 

From 2009 to 2014, state and local governments decreased capital spending on water systems infrastructure by 

±22.0%.** In 2014, aggregate annual capital investment in water infrastructure across local, state, and federal levels in 

the U.S. fell to ±$41.0 billion.†† In 2016, total U.S. public spending on capital investments in water infrastructure 

declined to just ±$33.5 billion.‡‡ In particular, the contribution to investments in water infrastructure from federal 

funding has declined significantly over the past 30 years, shifting the relative investment burden to local and state 

governments, which have drastically different balance sheets reflective of the economic health of the local community. 

The amount of funding provided by the federal government to water infrastructure investments as a percentage of total 

federal funding has fallen from ±63.0% in 1977 to just ±9.0% in 2014. As a result of the persistent underfunding of 

and insufficient investment in water infrastructure, the average annual funding gap for water and wastewater systems 

infrastructure is estimated to be ±$10.5 billion per year through 2025; at current and anticipated funding rates, the 

ASCE estimates that the total investment gap for water infrastructure will grow to ±$105.0 billion by 2025 and 

increase to ±$152.0 billion by 2040. 

Approximately ±95.0% of the water systems and water-related infrastructure in the U.S. are owned and operated by 

state and municipal governments; in 2014, state and local governments were responsible for ±96.0% of total U.S. 

public spending on “water utilities” (i.e., water supply and wastewater treatment facilities). As such, state and local 

governments are facing an exponential increase in their financial burden of owning, operating, maintaining, and 

investing in their water infrastructure. These community water systems frequently lack economies of scale and often 

cannot afford the requisite financial, organizational, and technical capacity to address the growing infrastructure 

investment gap. State and municipal authorities unwilling and/or unable to increase water rates across their respective 

rate bases will face increasing financial pressure, which, without the necessary operational guidance and expertise, will 

likely perpetuate continued underinvestment in water infrastructure and, more importantly, potentially lead to serious 

public health and human safety risks, such as failing to meet applicable water quality standards. 
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OPERATIONAL INEFFICIENCIES & FRAGMENTED OVERSIGHT 

While decisions made by state and local governments are subject to federal oversight and 

regulations regarding drinking water and wastewater quality standards, given the daunting 

number of community water systems active across the country, the decision-making process is 

extremely decentralized across local and municipal water systems. In accordance with the Safe 

Drinking Water Act (“SDWA”) and the Clean Water Act (“CWA”), the Office of Water (“OW”), 

a division within the U.S. Environmental Protection Agency (“EPA”), is responsible for 

implementing, regulating, and enforcing applicable federal water quality standards for all of 

the public drinking water and wastewater systems in the U.S. Despite the federal mandate of 

the OW, however, a significant amount of operational control and authority is delegated by the 

OW to state and local governments. One consequence of this fragmented oversight structure 

has been an increasing number of well-publicized incidents wherein decisions made by local 

and municipal water systems have resulted in serious threats to public health and safety, as 

well as excessive and potentially-avoidable economic costs. 

The high-profile Flint, Michigan water crisis is just one of the more recent and popular 

instances of an avoidable public health emergency caused by the operational inefficiencies and 

fragmented oversight of a community water system. In April 2014, the City of Flint switched 

the water supply for its drinking water system from Detroit Water to the Flint River in an 

attempt to save money by reducing the system’s operating costs. Because the water from the 

Flint River was not being properly treated in accordance with federal regulations, the water 

contained high levels of corrosive agents that eventually caused lead from outdated service 

pipelines to seep into consumers’ drinking water, along with high levels of other contaminants. 

Even after several months of numerous complaints by citizens and public health officials, the 

City of Flint actually declined an offer to reconnect its drinking water supply to Lake Huron in 

January 2015 due to concerns over increased costs and higher water rates. Flint’s public 

drinking water system was not reconnected to a different water supply until mid-October 2015 

- only after the governor provided ±$9.4 million in additional appropriations to help cover 

the costs of reconnecting to Detroit Water. In March 2017, the EPA awarded ±$100.0 

million to the Michigan Department of Environmental Quality (“MDEQ”) to accelerate and 

expand investments in upgrading drinking water infrastructure in Flint; that same month, 

according to a settlement approved by a federal judge, the state of Michigan was instructed to 

allocate an additional ±$97.0 million for the replacement of outdated lead and/or 

galvanized steel water pipelines in the City of Flint. 

The Flint water crisis illustrates how, despite federal regulations regarding water quality 

standards, community water systems are extremely vulnerable to operational inefficiencies 

and lapses in oversight by state and local authorities: a situation exacerbated by dispersion in 

budget quality across local governments. Moreover, the appropriations and funding provided 

to Flint in response to the crisis provide an indication of the degree to which municipalities 

and local governments have underinvested in community water systems, as well as the rapid 

deterioration in underlying water infrastructure assets across the country.  

AGE OF EXISTING WATER INFRASTRUCTURE 

The conundrum of consumers vehemently opposing price increases while municipalities face 

capital constraints and operationally inefficiencies has created a situation in which public 

water systems are increasingly reliant on antiquated infrastructure assets. There are 

approximately ±1.0 million miles of pipelines delivering drinking water 
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to consumers across the country, and many of those pipes were originally installed in the early- to mid-20th century, 

with estimated useful lives of 75-100 years.** This would suggest that the majority of these pipelines are long overdue 

for an upgrade and replacement cycle. Additionally, research indicates that ±44.0% of major water pipeline systems 

are over +40 years old: digging even deeper, data published by the AWWA estimates that the average U.S. water 

system in the East and Midwest is ±60 years old, as compared to roughly ±40.0% of water systems in the South and 

West.‡‡ Given that those regions with the oldest pipelines are also those increasingly confronted with budgetary 

pressure from relatively lackluster economic growth, the parts of the country with the most significant need for an 

upgrade cycle are also those with the fewest resources, making federal funding and a comprehensive infrastructure bill 

paramount for those water systems. With U.S. water utilities currently averaging an annual pipeline replacement rate 

of ±0.5% per year, it will take approximately 200 years to replace existing water pipeline systems - and a national 

upgrade initiative has yet to even start! 

While the Flint water crisis increased broader awareness of the serious public health and safety risks posed by aging 

drinking water pipes across the country, outdated and degraded pipelines also pose a critical hazard to the water 

supply chain and a threat to consumers’ readily-available supply of clean treated water. There are an estimated 

±240,000 water main breaks per year in the U.S., resulting in over ±2.0 trillion gallons of wasted treated drinking 

water every year. The ASCE estimates that this waste from leaky and aging pipes is equal to approximately ±14.0%-

18.0% of the treated drinking water per day: enough to support ±15.0 million households. According to the 

American Water Works Association (“AWWA”), at least ±$1.0 trillion of additional investment will be required to 

upgrade and expand existing drinking water systems infrastructure in order to meet the increased demand of a 

growing U.S. population over the next 25 years. Furthermore, an additional ±56 million new users will be connected 

to centralized wastewater systems over the next 20 years, requiring approximately ±$271 billion in additional 

investment in treatment systems infrastructure to adequately meet the projected increase in demand - including ±532 

new wastewater treatment systems by the year 2032.** Obviously, the staggering capital requirements facing small, 

unsophisticated municipal water systems will continue to result in paralysis until large-scale failures across community 

water systems (e.g., Flint) become increasingly prevalent - a situation that appears inevitable given the rapid aging of 

current water infrastructure assets. 

CLIMATE VARIABILITY 

As aging water infrastructure assets continue to face added strain from increasing demand across growing industrial, 

commercial, and residential markets, unpredictable and extreme weather pose an additional threat to water 

infrastructure assets in several susceptible regions of the U.S. As previously mentioned, approximately ±80.0% of the 

drinking water in the U.S. is supplied by surface waters, with the remaining ±20.0% extracted from groundwater 

aquifers. Therefore, climate variability is a considerable risk factor for “water-stressed” regions with unpredictable 

precipation patterns, as well as for those regions whose water supplies are exposed to extreme weather. 

For water-stressed parts of the country, such as the West and Midwest, increasingly severe and frequent drought cycles 

are resulting in unsustainable rates of withdrawal across community water systems, with demand outpacing the rate at 

which surface water supplies are replenished (i.e., by rainfall). Several states in the Western U.S. continue to 

experience above-trend population growth, exacerbating the stress exerted on water systems during severe or 

prolonged droughts. According to data published by the Columbia Water Center, a recent study of drought cycles in the 

West over the past 200 years found that human-related climate change has contributed to a worsening of drought 

cycles in the Western U.S.; in particular, with respect to the severe droughts in California from 2012-2014, the study 

indicated that, while variable precipitation rates were the primary driver of the droughts, “human-driven warming” 

and related climate change were an increasingly significant secondary driver.† 
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Hurricanes and high-intensity storm systems pose another serious risk for those regions 

whose water systems depend on exposed and vulnerable water supply sources. In addition to 

the material damages wrought on the physical infrastructure, these water systems are often 

forced to suspend services and disrupt the supply of treated water across the affected regions. 

For example, in 2012, the storm surge caused by Super Storm Sandy resulted in hundreds of 

millions of gallons of untreated sewage to spill over into adjacent waterways from several 

wastewater treatment systems in New York and New Jersey.** In the fall of 2017, Hurricanes 

Harvey, Irma, and Maria forced water and wastewater systems across the South and Southeast 

to temporarily suspend service ahead of the storms in order to prepare for the anticipated 

storm water flows and extreme flooding, so as to be able to resume normal operations as 

quickly as possible once the storms had passed and the systems were accessible. 

Unpredictable weather patterns and increasingly costly and destructive extreme weather 

events reinforce the need to increase the rate of capital investment activity across community 

water systems. By investing in innovative technologies to improve renewable water supplies 

and allocating capital to reinforce exposed and vulnerable water sources, drinking water and 

wastewater systems will be better equipped to provide consistent and reliable services. 

RWIA THEMATIC HIGH-QUALITY WATER EQUITY INDEX 

Using this research as a fundamental framework, the Investment Team has been creating a 

proprietary thematic index of high-quality, domestically-oriented stocks that it believes are 

positioned to benefit from secular, long-term investment trends in water systems 

infrastructure across the U.S. While the Investment Team is still formalizing and building out 

the RWIA Thematic High-Quality Water Equity Index, we have highlighted several of the 

index’s initial underlying components in Table I on the following page. 
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STOCK & STRATEGY SPOTLIGHT 

NAME TICKER 
2018 
YTD 

General Electric Co. GE -7.34% 

DESCRIPTION & INVESTMENT THESIS  

Over the past 12 months, investors have become increasingly attuned to the negative headlines 

surrounding the financial difficulties and operational challenges plaguing General Electric Co. (“GE”). In 

2017, shares of GE fell -44.8%, as company disclosures highlighted the severity of GE’s unfunded 

pension liabilities (±$31.0 billion through FY2016) exacerbated investors’ concerns regarding the 

company’s cash flow generation and liquidity following disappointing earnings results and lackluster 

performance across several of the conglomerate’s underlying business segments. On November 13th 2017, 

when the company announced it would be cutting its quarterly dividend by 50% for only the second time 

since the Great Depression, shares declined -7.2% throughout the trading day: the stock’s worst single-

day performance in over 5 years. Shares of GE traded around $18.00 through the end of 2017, as it was 

widely believed that this price level was reflective of the sum-of-the-parts (“SOTP”) valuation of the 

underlying businesses, as well as an appropriate discount for incremental uncertainty surrounding the 

company’s financial health. On January 16th 2018, however, GE announced it would be taking additional 

charges related to a review of its insurance portfolio, prompting the Investment Team to revise its 

company-level SOTP valuation estimate down to $17.00. While we believe this valuation incorporates all 

immediate and readily-available information, there is a high-degree of uncertainty regarding potentially 

unknown and unquantifiable risks, affecting the Investment Team’s intermediate- and long-term outlook 

for GE and our tolerance for residual portfolio-level exposure to excessive and indeterminate company-

specific risks across client investment portfolios. 
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TABLE I: RWIA THEMATIC HIGH-QUALITY WATER EQUITY INDEX 

COMPANY NAME TICKER 

MARKET 
VALUE 

USD MIL. 

COMPANY SUMMARY 
BUSINESS DESCRIPTION 

UTILITIES    

American Water Works Co., Inc. AWK $14,835.5 AWK is the largest investor-owned, pure-play water utility in 
the U.S.; it provides water and wastewater services through 
regulated (±86.0%) and market-based (±14.0%) businesses 
across 16 states and ±3.3 million customer connections 

Aqua America, Inc. WTR $6,434.2 WTR is the second-largest investor-owned water utility in the 
U.S., providing regulated water utility services across several 
states, including Pennsylvania, Ohio, and Illinois 

INDUSTRIALS    

Xylem, Inc. XYL $12,977.9 XYL manufactures water-industry technologies and operates 
through two primary business segments: Water Infrastructure 
(±60.0%) and Applied Water (±40.0%) 

Pentair PLC PNR $12,975.75 PNR is an industrial manufacturer, specializing in water system 
products and solutions for filtration, separation, and water 
management 

Mueller Water Products, Inc. MWA $1,843.82 MWA manufactures valves for water and gas systems, as well as 
metering and leak-detection products for water infrastructure 
management 

Aegion Corp. AEGN $815.8 AEGN specializes in providing infrastructure protection 
services, including rehabilitation and strengthening solutions 
for pipelines and other infrastructure assets 

INFORMATION TECHNOLOGY    

Itron, Inc. ITRI $2,834.7 ITRI produces metering and measurement technologies for use 
across electric, gas, and water utility industries 

Badger Meter, Inc. BMI $1,403.2 BMI manufactures specialized flow measurement and control 
products for water utilities and municipalities, as well as 
commercial and industrial applications 

MATERIALS    

Ecolab, Inc. ECL $39,777.7 ECL provides water treatment and process solutions for use 
across commercial and industrial markets 

Olin Corp. OLN $6,198.1 OLN produces chemical products used across water and 
wastewater treatment processes 

Northwest Pipe Co. NWPX $182.8 NWPX manufactures engineered steel pipe water systems 
through its Water Transmission operating segment (±95.6%) 

Source: FactSet Research Systems, Inc. & Company Data 
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† Columbia Water Center (2016), America’s Water: Developing a Road Map for the Future of our Nation’s Infrastructure, Columbia University. 
 http://water.columbia.edu/files/2016/03/Developing-a-Water-Road-Map-Whitepaper.pdf 

‡ OECD (2015), Environment at a Glance 2015: OECD Indicators, OECD Publishing, Paris. 
 http://dx.doi.org/10.1787/9789264235199-en 

* Barclays (2017), The Water Challenge: Preserving a Global Resource, Barclays Bank PLC, London. 
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THE CONSUMPTION GAP 

WEALTH ADVISORY OVERVIEW 

distinct mental accounts, mainly “principal” 

and “income.” Income includes pensions, 

social security, interest. and dividends, 

among other sources, while principal 

includes portfolio investments such as bonds, 

stocks, real estate, etc. The traditional 

mindset was to spend income but to not dip 

into principal. Those who are fortunate 

enough to earn good incomes during their 

working years and employ these concepts 

successfully accumulate substantial savings. 

However, these rules can turn into obstacles 

in retirement when income diminishes and it 

is time to dip into principal to maintain their 

current lifestyle. 

One factor that plays into why so many 

retirees are reluctant to spend their money is 

that they often overestimate how much they 

will spend as they age, even if they do have a 

long retirement. Generally, the older people 

get, the less they tend to spend. Retirees trim 

an average of 2.5% off their spending each 

year. As we age, we spend less in large part 

because physical limitations make us less 

able to do so, and we become less inclined to 

spend for personal reasons. Spending at age 

84, adjusted for inflation, is 23.0% less than 

at age 62. Therefore, our retirement planning 

models decrease lifestyle expenses by 25.0% 

at age 85. 

HEALTH CARE 

Another area of concern that impacts 

spending for retirees is how they are going to 

pay for health care. It is true that medical 

expenses increase over time. For this reason, 

our planning models isolate medical 

expenses separate from lifestyle expenses. 

As such, we do not decrease this category of 

expenses. In addition, by isolating medical 

from lifestyle expenses, we can inflate them 

at a higher rate that is consistent with their 

long-term trend.  

LIFE EXPECTANCY 

Concern about running out of money can also 

be exaggerated by inflated estimates of life 

expectancy. Life expectancy is a statistical 

measure of the average time we are expected 

to live, based on the year of our birth, current 

age, as well as other demographics, including 

gender. According to the Center for Disease 

Control and National Center for Health 

Statistics, the life expectancy for the U.S. 

population in 2015 was 78.8 years. At age 65, 

it increases to 84.4. Therefore, while medical 

advances have increased our chances of 

living longer, there is a small probability that 

an individual will make it to age 100. Our 

planning models take life expectancy out to 

age 100 so that our clients can see a 

projection of their financial picture at 

multiple age brackets. 

FINDING BALANCE 

Balance, while we have the resources to seek 

it, is important to a fulfilling retirement. 

Retirees should not feel guilty about 

spending a lifetime of hard-earned savings to 

ensure a satisfying retirement. If pleasure is 

not derived from spending money on 

themselves, sharing “over-saved” money with 

family and/or charitable pursuits might be 

considered while living. This can provide the 

satisfaction of seeing their legacy put to use 

and enjoyed during their lifetime. 

While being frugal is a great way to set 

themselves up for retirement, once 

individuals are retired that frugalness can get 

in the way of enjoying what should be the 

most relaxing time of your life. In more 

traditional years, pension and social security 

income was a significant key to retirement 

success. Today, as pension income becomes a 

thing of the past, retiring boomers will need 

more help from wealth advisers to achieve a 

similar level of retirement security, as well as 

help with bridging the consumption gap. 

ABOUT RINEHART 

Rinehart Wealth & 

Investment Advisory is 

an experienced, 

boutique Registered 

Investment Advisor 

dedicated to 

independent, 

comprehensive wealth 

management. Founded 

in 1985 by Mary 

Rinehart, the firm, from 

its inception, has had a 

singular focus: to 

provide highly 

customized investment 

management and 

financial planning 

solutions to clients.  

Boutique Firm: 

Being a boutique wealth 

management firm allows 

us the flexibility to 

provide more 

personalized service and 

offer unique investment 

solutions to clients in a 

Fee-Only environment. 

Team Approach: 

Because each client’s 

situation is different, the 

team of advisors is hand

-selected to ensure areas 

of expertise are 

appropriately aligned 

with the client’s specific 

needs and interests. 

Proprietary Investment 

Research: 

The differentiating 

factor of our portfolio 

management process is 

the proprietary 

investment research 

driving the portfolio 

construction. All 

investment research and 

analysis is done entirely 

in-house by our 

Investment Team. 
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AROUND RINEHART 

RINEHART WEALTH & INVESTMENT ADVISORY 

Wealth management is our only business; therefore, our 

attention is undivided and our intentions are 

transparent. 

Information provided in this newsletter should not be considered or interpreted as advice 

for your particular financial situation. Please consult a professional advisor for advice 

regarding your specific financial needs. 

CIRCULAR 230 NOTICE: To comply with requirements imposed by the United States 

Treasury Department, any information regarding any U.S. federal tax matters contained 

in this communication (including any attachments) is not intended or written to be used, 

and cannot be used, as advice for the purpose of (i) avoiding penalties under the Internal 

Revenue Code or (ii) promoting, marketing or recommending to another party any 

transaction or matter addressed herein. 

This newsletter is for discussion purposes only and represents the opinions of Rinehart 

Wealth & Investment Advisory. 

Rinehart Wealth & Investment Advisory is a Registered Investment Advisor. 

CFA SOCIETY NC ANNUAL FORECAST DINNER 

For the sixth year in a row, 

Rinehart was proud to sponsor a 

table at the CFA Society of 

North Carolina’s 18th Annual Forecast Dinner on January 

9th. This year, keynote speakers included Richard 

Salsman, Ph.D., CFA, the Founder, President, and Chief 

Market Strategist of Intermarket Forecasting, Inc., and 

Dirk Hofschire, CFA, Senior Vice President of asset 

allocation research in the Global Asset Allocation (“GAA”) 

group at Fidelity Investments. 

DRESS FOR SUCCESS® 

FOOTBALL FINALE 

RWIA is proud to be this year’s 

the Title Sponsor for the 2018 

Dress for Success® Football 

Finale on Wednesday, February 7th. This promises to be a 

fun-filled evening, with former NFL players doing a live, 

in-person analysis of the big game from Super Bowl 

Sunday. For additional details, please visit the Dress for 

Success® Charlotte website or click here. Availability is 

limited, so please contact Lesley Burke directly at either 

lburke@rinehartwia.com or (980) 585-3368 for more 

information or to RSVP for the event. 

LAST CHANCE TO REGISTER FOR UPCOMING 

INVESTING IN INFRASTRUCTURE EVENT 

This is a final reminder to anyone interested in attending 

our exclusive portfolio manager event. The event will be 

held on Thursday, February 8th from 5:30-7:30 PM at Del 

Frisco’s in South Park. Availability is limited, with only a 

few spaces left, so please contact Lesley Burke directly at 

either lburke@rinehartwia.com or (980) 585-3368 for 

more information or to RSVP for the event. 

RWIA FOURTH QUARTER 2017 ECONOMIC OVERVIEW  

Due to the timing of this year’s panel event, the 

Investment Team will be hosting its Fourth Quarter 2017 

Economic Overview Webinar on Friday, March 2nd 2018. 

We look forward to incorporating a brief summary of 

February’s event in next month’s newsletter, in addition 

to our regular discussion of the pertinent and significant 

economic, financial, and investment issues that we will be 

addressing in our Quarterly Economic Overview: as 

always, we have included additional information and 

registration details, below. 

Please feel free to contact us at (980) 585-3390 or 

evanness@rinehartwia.com if you have any questions, 

comments, or concerns. 

Rinehart Monthly INSIGHTS 

RWIA FOURTH QUARTER 2017 

ECONOMIC OVERVIEW WEBINAR 

DATE: Friday, March 2nd 

TIME: 10:00 AM EST 

REGISTRATION 

To register for the webinar, please click here.  

A recording will be available on our website by Tuesday, 

March 6th. 

“If you’re compulsively checking up on the prices of your 

investments, you’re not only hurting your financial 

returns, you’re unnecessarily taking precious time away 

from the rest of your life.” 

      - Jason Zweig 
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