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What is the 5% Distribution Rule? 
The "5% Distribution Rule" is a commonly discussed retirement planning concept that uses a 
hypothetical annual withdrawal rate of 5% of a retirement portfolio. It is intended as a 
general educational illustration and is not a recommendation for any investor. The 
appropriateness of any withdrawal strategy depends on an individual's financial 
circumstances. 

 
Advantages 
• Easy to implement. 
• May be used as a framework for estimating retirement income. 
• Allows non-retirees to take preview their retirement income. If a yearly 5% distribution of 

your portfolio is not enough to sustain your lifestyle, you may want to consider adjustments. 
This includes, lowering expenses, working longer to build-up your portfolio and/or saving 
more. 

• Built off a worst-case scenario, meaning your portfolio may continue growing depending on 
investment returns, inflation, taxes, expenses, longevity, and market conditions. 

Challenges 
• If your retirement portfolio doesn't return 5% yearly, your retirement account will decrease. 

But, if you average a 5% return or greater, your assets may live in perpetuity. 
• Requires a diversified portfolio that seeks to maximize return while minimizing risks. 
• Future investment results cannot be predicted or guaranteed 

 
 
 
 

*This material is provided solely for educational and informational purposes. The examples discussed are 
hypothetical and are intended to illustrate general retirement planning concepts. They are not intended as 
investment, tax, legal, or financial planning advice and should not be relied upon as a recommendation to 
take any specific action. Individual circumstances vary, and readers should consult qualified professional 

advisers regarding their specific situation. 
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Disclosures: Information contained herein is intended for informational, illustrative and/or educational use only 
and not designed to be a recommendation for any specific investment product, strategy, plan feature or other purpose nor 
shall  it  be  construed  to  be  the  provision  of  individualized  investment,  tax  or  legal  advice. 
Endowment Wealth Management, Inc. (“EWM”) is not soliciting or recommending any action based on this material. This 
is neither an offer nor a solicitation to buy/or sell securities in any state or jurisdiction where EWM is not registered, 
or notice filed and does not qualify for an exemption from such registration and notice filing requirements. 
Prior to making any investment or financial decisions, an investor should seek individualized advice from a personal 
financial, legal, tax and other professional advisors that consider all of the particular facts and circumstances of the 
investor’s own situation. All investments involve risk and potential loss of capital and, unless otherwise stated, are not 
insured or guaranteed. 

 
While the content herein has been obtained from sources that we consider reliable, we do not represent that 
the information is accurate, complete, or current and it may be relied upon as such. Reliance upon any information in this 
material is at the sole discretion of the reader. Content is subject to change without notice. 

 
Endowment Wealth Management, Inc. (“EWM”) is registered as an investment adviser with the SEC. Registration 
does not imply a certain level of skill or training. A copy of EWM’s disclosure documents, including Form ADV Part 
3 (Client Relationship Summary), Form ADV Brochure Part 2, and Privacy Statement, are available upon request. 
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