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Keep inflation in mind  
to help protect retirement savings
Inflation is back, having surged recently to levels not seen 
in 40 years. After a decade-plus stretch of modest price 
increases, the Consumer Price Index (CPI) remains high, 
impacting pre-retirees and retirees alike. This trend could 
continue for a while.

Sustained periods of high inflation are rare.

The longest streaks of annual consumer price inflation in 
excess of 5.0%

Sustained periods of elevated inflation have been anomalous in U.S. history. 
According to data compiled by the Minneapolis Fed, in fact, consumer 
prices have risen by at least 5.0% across 2 or more consecutive years only 
7 times since 1800, with most of these episodes coinciding with war or its 
immediate aftermath. Transitory inflation has been much more the norm 
than the exception.
Source: Federal Reserve Bank of Minneapolis, data as of December 31, 2023.

While extended periods of inflation are infrequent, some 
economists believe inflation may settle at 3% to 4% and 
remain at that level for several more years.¹ 

While this new dynamic calls for adjustments to current 
household budgeting, it’s important that investors 
approaching or in retirement also understand how inflation 
can impact their plans for income and that they develop a 
strategy to protect it. 

Inflation pressures in retirement may be higher than 
the headline CPI number. Common retirement expenses 
(such as out-of-pocket health care costs, shelter, food and 
energy) historically have increased at higher rates than the 
CPI. These increasing costs should be accounted for in their 
retirement income plan.

We invest to earn real returns.

Individuals who stay invested in the stock market over the 
long term are employing a strategy designed to outpace 
inflation — that is, to earn real returns that can build wealth. 

“Real returns” refer to the returns on your investments 
after accounting for inflation.2 For example, if the return for 
a bond mutual fund is 2% but inflation is 7%, the investor 
sustained a real return of -5%. This is why portfolios over-
weighted in cash and bonds can underperform during 
periods of high inflation.

The good news is that, since the index’s inception in 1957, 
the S&P 500 has had an average annual return of 10.26%,3 
while inflation in the U.S. has averaged about 3.5% annually 
over that same period.4 However, life rarely reflects 
averages, and past performance cannot predict future 
results. Thus, an investor cannot know when a down market 
might occur.

If retiring during or before a market downturn, the 
combination of withdrawals and poor investment 
performance could quickly deplete a retiree’s main source of 
income. This condition is called “sequence of returns” risk. 

This risk may pose a significant threat because large 
market losses in the early years of retirement can shorten 
the longevity of a portfolio, even if better-than-average 
market returns occur in later years.

Add high levels of inflation to the mix and the investor 
might not be able to maintain their standard of living 
through retirement — or worse, they might outlive  
their assets. 

1 �“Inflation’s Last Half Mile: Higher for Longer?” Randal J. Verbrugge,  
doi.org/10.26509/frbc-ec-202409 (May 30, 2024).

2 “Real Return,” investor.gov/introduction-investing/investing-basics/   		
  glossary/real-return (accessed May 10, 2023).
3 �“S&P 500 Average Return and Historical Performance,” J.B. Maverick, 

investopedia.com/ask/answers/042415/what-average-annual-return-
sp-500.asp (Jan. 3, 2024).

4 “Inflation Calculator,” Federal Reserve Bank of Minneapolis, 
minneapolisfed.org/about-us/monetary-policy/inflation-calculator 
(accessed June 19, 2024).
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Nationwide offers in-plan solutions that can 
help savers stay invested with confidence
Designed for those seeking to mitigate the potential impact of inflation on their portfolio, these new investment 
created to protect a retirement income stream while providing portfolio growth potential.  

PROTECTED RETIREMENT SOLUTIONS
Emerging solutions that offer growth opportunity and protection in workplace retirement plans:

•	 They are investment options that can be offered as part of a retirement plan’s investment lineup 

•	 These solutions offer various guarantee features that are backed by an insurance company or companies

•	 Two types of solutions can help meet the needs of today’s savers: protected retirement income and  
principal protection

•	 No surrender charges means participants have flexibility to reallocate to other investments at a later date, or as desired 
(restrictions may apply and accrued benefits may be forfeited).

Protected retirement income 
•	 Participants don’t have to choose between growth and 

protection, thanks to investment glide paths that offer 
growth potential to and through retirement 

•	 Participants can plan for retirement with the confidence 
that they’ll receive lifetime income that isn’t dependent on 
market conditions

Principal protection 

•	 Principal protection is provided no matter what the 
market does, and there’s also the opportunity for asset 
growth based on the performance of a market index

Protected retirement solutions can offer savers growth 
potential to help outpace inflation and the element of 
protection that may help them stay invested through 
economic uncertainty.
Learn more today at nrsforu.com.

 

This material is not a recommendation to buy or sell a financial product or to adopt an investment strategy. Investors should discuss their specific situation 
with their financial professional.

Investing involves market risk, including possible loss of principal. No investment strategy or program can guarantee to make a profit or avoid loss. Actual 
results will vary depending on your investment and market experience.

Guarantees are subject to the claims-paying ability of the issuing insurance company.

Provisions of these options may vary based on plan selection and/or by state regulation. These investment options may not be available in all states. 
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