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A Year of Rate Cuts Ahead? What Shifting Monetary Policy
Means for Retirement Planning

As we head toward 2026, markets and economists are increasingly expecting additional rate cuts
from the Federal Reserve. With interest rates already reduced several times in 2025, the
possibility of further easing raises important questions for retirees, savers, and long-term
investors. Understanding how lower interest rates influence different parts of a retirement
portfolio can provide clarity and confidence during a shifting economic environment.

When the Federal Reserve lowers its benchmark interest rate, it affects how investors think about
risk, return, and income in several different ways.

Bonds and fixed income:

Existing bonds often benefit when interest rates drop. As market interest rates decline, older
bonds with higher coupon payments become more attractive relative to newly issued bonds,
which can push their prices higher.

New fixed income investments:

The challenge is that new bonds, CDs, and other income investments tend to offer lower yields
after a rate cut. This creates reinvestment risk, meaning the income generated from future
purchases may be lower.

Stocks and growth investments:

Lower interest rates can encourage borrowing, business investment, and economic activity. For
companies with strong growth prospects, such as technology or industries focused on innovation,
a lower-rate environment can help support valuations because future earnings become more
valuable when discounted at a lower rate.

Risk and volatility trade-offs:
Although lower rates can support asset values, they also make it more difficult for savers to
generate income from traditional fixed income sources. Some investors may feel pressure to take
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on additional risk to make up for lower yields, which reinforces the importance of having a
thoughtful and balanced strategy.

In a lower-rate environment, retirement planning becomes more about flexibility and strategic
balance.

Use bonds thoughtfully:

Bonds can provide stability, but longer-duration bonds may be particularly sensitive to future
rate changes. A mix of durations or a diversified fixed income approach can help create stability
without relying too heavily on long-term rate forecasts.

Avoid depending solely on fixed income for income:

Lower yields make it more difficult to rely only on traditional fixed income for retirement
income. Many long-term plans benefit from combining growth investments, income-producing
assets, and fixed income rather than concentrating too heavily in any one category.

Be intentional about withdrawal timing:

When yields are low, the timing of withdrawals plays a more important role. Investors often
benefit from drawing on growth assets when markets are stable, while relying on fixed income or
cash reserves during periods of volatility.

Prioritize tax efficiency:
Lower yields mean every dollar of after-tax income matters. Coordinating taxable, tax-deferred,
and Roth accounts can help make retirement income last longer in a lower-rate environment.

The Federal Reserve’s recent cuts, combined with expectations for additional easing, signal a
meaningful shift in the interest rate landscape. This environment changes some of the
assumptions that underpinned several retirement strategies over the past decade.

Bonds may provide stability, but may not deliver the same income levels as before. Growth
investments may play a larger role in supporting long-term return objectives. Cash and savings
accounts may struggle to generate meaningful returns after inflation.

In short, lower rates change the balance between income, growth potential, and risk. Retirement
savers who stay adaptable and understand the impact of interest rate policy on portfolio
construction can face the future with more clarity.
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With potential rate cuts on the horizon, this is an ideal time for retirees and pre-retirees to re-
evaluate their strategy. Changes in interest rates influence savings, bonds, and equities in
different ways. Understanding these relationships helps create a retirement plan that is more
resilient and capable of adjusting as economic conditions evolve.

A strong retirement strategy in a low-rate environment does not ignore interest rate shifts. It
builds around them in a thoughtful and intentional way.
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Financial Strategist, Investment Advisor Representative

Avery Hayes is a dedicated Financial Advisor at Hayes Advisory Group with a focus on strategic
planning and education. With a passion for helping clients navigate the complexities of financial
management, Avery specializes in creating and implementing comprehensive plans that
encompass investment management, financial planning, and tax planning. Avery’s approach is
rooted in a deep understanding of the financial landscape and a commitment to educating clients,
empowering them to make informed decisions about their financial future. Avery also helps with
educational courses taught through employer classes, classes taught for Federal employees, and
The Prepare Institute, a 501©3 non-profit educational institution.

Investment Advisory Services offered through Brookstone Capital Management LLC and Milestone Asset Management LLC, both Registered
Investment Advisors. Investments and/or investment strategies involve risk including the possible loss of principal. There is no assurance that any
investment strategy will achieve its objectives. This information is not intended to be used as the sole basis for financial decisions, nor should it
be construed as advice designed to meet the particular needs of an individual s situation. Avery Hayes and/or Hayes Advisory Group are not
affiliated with or endorsed by the Social Security Administration or any other government agency. The information provided is not intended as
tax or legal advice and should not be relied on as such. You are encouraged to seek tax or legal advice from an independent professional. Any
examples are for illustrative purposes only and do not take into account your particular investment objectives, financial situation, or needs and
may not be suitable for all investors. It is not intended to project the performance of any specific investment and is not a solicitation or
recommendation of any investment strategy.
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