
1

Understanding Timelineapp’s Output: 
A Guide for Advised Clients



2

The goal of a retirement portfolio is for it to last longer than you. However, none of us know 
precisely how long that would be. Neither do we know how investment returns might turn out 
during your retirement. So, it’s important to plan for the worst, even if we hope for the best. This is 
why Timelineapp tests hundreds of real-world scenarios, so your adviser can build robust plans that 
are designed to survive the good and the bad times.

Timelineapp is the only software of its kind that applies extensive academic evidence - and over a 
century of market data - to create elegantly simple retirement plans. We accurately account for risks 
like:

 ▸ You outliving your savings
 ▸ Investment returns are poor
 ▸ Inflation might diminish the spending power of your money over your retirement period

This short guide explains the key outputs of Timelineapp to clients of financial planners using the 
software.

The Snapshot output on Timelineapp has four key metrics that we use to assess the sustainability of 
a retirement plan:

Success Rate
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Here’s a brief explanation of what each of these really means to you.

Success Rate is one of the most important metrics. It’s an estimate of how likely your retirement 
portfolio is to last longer than you do.  

To calculate success rate, we run hundreds of real-world scenarios using extensive historical data 
or based on expectation of future returns. This is crucial because of the inherent uncertainty of 
investment returns and inflation. Since we don’t know exactly what future investment return and 
inflation would be, it’s vital that we stress-test our retirement plan to account for a wide range of 
scenarios. Some of these scenarios would be good, other not so much. 

For example, running 30-year retirement scenarios using extensive monthly historical data between 
Jan 1900 and March 2020, would give us around 1083 real world scenarios. If our portfolio only 
lasts for the entire 30 year period in 975 of those scenario, we have a success rate of 90%.

This means that our portfolio would last for the entire 30 year period in 90 out of every 100 
scenarios. The flip side is - our plan require some adjustments in 10 out of every 100 scenarios or 
we risk running out of money.

But what does this really mean?

The success rate is basically telling us the chances of our plan staying on track or needing an 
adjustment at some point down the line. Given that we’ll be re-assessing our plan on an ongoing 
basis - and making course corrections along the way - success rate should really be called - 
likelihood of staying on track. But that’s a bit of a mouthful. 

The opposite of success rate should be called - probability of a course correction! This is vital 
because retirement planning is an ongoing process. We’re going to make course corrections along 
the way.

A 90% Success Rate means that our plan would be on track in 90 out every 100 market conditions. 
And we would need to make a significant adjustment to our plan in 10 out of every 100 market 
conditions. 

A crude way to think of this is: suppose we’re planning for a 30-year retirement. A success rate of 
50% means that in 15 of those 30 yearly reviews, we’ll be spending lots of time firefighting. We 
may need to reduce the withdrawal, change the asset allocation or make any number of changes to 
our plans to make sure we stay on track. The odds are stacked against us from the start! Whereas a 
success rate of 90% means that we’ll need to make a course correction in 3 of those 30 years. 

Clearly the higher the success rate the better. High success rate means that, given what we know 
about the nature of investment and inflation over the last 100 years or so, the odds are stacked in 
our favour. We expect our plan to remain on track in the vast majority of scenarios. The opposite is 
true for a low success rate.

Success Rate
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This is a measure of how much money is left in the portfolio at the end of the retirement period, 
after all the withdrawals have been taken from the portfolio. Typically, we express the value in 
today’s terms, which means we have adjusted the value to account for inflation.

Timelineapp runs hundreds of real-world scenarios and each of these scenarios has its own terminal 
balance at the end of the retirement period. To make sense of the data, Timelineapp ranks all the 
amounts into a position on the scale of 1 to 100. Timelineapp uses the term ‘percentile’ to describe 
where a given outcome sits within the range of real-world scenarios.

 ▸ 0th percentile is the lowest legacy amount at the end of the retirement period. This represents 
worst case scenario with very bad investment return and aggressive increase in cost of living 
over the retirement period.

 ▸ 50th percentile is the median amount. Half of all the other scenarios are better than the 50th 
percentile and half are worse. 

 ▸ 100th percentile amount is the highest of all the scenarios. It represents the best-case scenario 
with exceptionally high investment returns, after accounting for rises in cost of living over the 
retirement period.

Timelineapp typically defaults to the 10th rank out of 100, meaning that 90 out of every 100 
scenarios are better than this. It’s a very conservative estimate what you might expect if investment 
returns are poor. This is in line with the mantra, hope for the best, plan for the worst. Of course, we 
can consider the outcomes if investment returns are more favourable.

The goal is a retirement portfolio is to last longer than you do. However, no one knows precisely 
how long that would be.  

The chances of outliving your money is what Timelineapp refers to as longevity risk. To assess this, 
we compare how long you might live to how long your portfolio might last, particularly if investment 
returns turn out to be very poor. 

Timelineapp uses government data to estimate an age that you only have 1 in 10 chances of 
surviving. Where the plan is for a couple, Timelineapp’s estimate is based on the longer living 
member of the couple. Since we don’t know exactly how long you’d live, it’s better to be safe than 
sorry by working on the basis that you’d be one of the longer living member of your age cohort. This 
is not a prediction - but in the absence of a crystal ball, it makes sense to plan for this scenario. 

The next step is to estimate how long your portfolio might last. Again, since we have hundreds of 
real-world scenarios, we use our approach described above to rank all the scenarios and calculate 
how long your portfolio might last in scenarios with very poor investment returns. 

The steps above enable Timelineapp to give you an indication of the risk of outliving your money, if 
you live longer than average and if investment returns turn out to be very poor. 
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Lifetime Income measures how your portfolio meets your income requirement over your retirement 
period. Your income requirement and any potential shortfalls are expressed in today’s terms, which 
means we have adjusted the value to account for inflation. 

Timelineapp calculates how much you need to withdraw from your portfolio, after accounting for all 
other income sources including State and defined benefit pensions. 

Subsequently, it examines how much of this withdrawal requirement can be met by your portfolio 
under a wide range of real-world scenarios, without running out. In particular, we estimate if your 
income needs would be met in scenarios with poor investment returns and high increases in cost of 
living and shows any shortfalls.

There are a number of reasons why there may be a shortfall in your lifetime income, for any given 
scenario:

 ▸ If the portfolio runs out of money in a given scenario before the end of the planning period. 
 ▸ If a withdrawal strategy increase/decreases the actual withdrawal depending on the portfolio 

performance. For instance, in order to make the portfolio last a lifetime, some withdrawal 
methods reduce withdrawals during periods of poor performance (and vice-versa). Accordingly, 
there may be a shortfall in your lifetime income, even if the portfolio doesn’t run out of money. 

 ▸ If withdrawals are not adjusted for full inflation.

If there are any estimated shortfalls, your adviser can discuss any number of alternatives including 
other assets that might be available to meet this shortfall, and/or any changes in your lifestyle that 
might be required.

The important thing to remember is that Timelineapp goal is to apply science, data and rigour to 
help your adviser built a robust plan to help make your money last longer in retirement.

Lifetime Income
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