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The Economics Approach: 
Consumption Smoothing
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• Franco Modigliani and Richard Brumberg

• The Life Cycle Hypothesis of Saving and Consumption

• People want their living standard to stay constant over time

• Economists call this “Consumption Smoothing”

• Goal––determine the highest level of spending a household can 
sustain for life 



Economics Focuses on our Bottom Line –
Consumption
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No one wants to splurge today and starve tomorrow or do the opposite



No Financial Decision Stands Alone
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It’s extremely difficult to find a household’s highest sustainable spending 
level. Financial transactions affect one another. 

MaxiFi analyzes complex financial relationships to calculate a plan



The Economics Approach in Action
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• MaxiFi provides you with a full lifetime financial plan

• MaxiFi calculates your household’s highest sustainable spending level

• MaxiFi calculates the life insurance needed to protect survivors

• MaxiFi helps you safely and often dramatically raise your lifetime spending

• MaxiFi incorporates key federal and state tax and benefit policies in full detail

• MaxiFi uses a patented iterative dynamic programming solution method

• MaxiFi is the only economics-based  financial planning tool



MaxiFi incorporates all your financial data to   
create a highly detailed lifetime financial plan
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Your Base Plan 

Minimal Data Entry
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• Current and expected earnings

• Account balances for savings, checking, investment, and retirement accounts

• Expected contributions to retirement accounts—yours and your employers’ 

• Account balances and expected withdrawals for 529 Education Savings Accounts

• Pensions

• Social Security covered earnings and current benefits (if any)

• Primary and vacation home expenses (rent, mortgage, condo fees)
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Base Plan Reports  – Detailed and Comprehensive
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• Lifetime Balance Sheet ––– Projected Lifetime Income & Lifetime Spending

• Annual income

• Annual spending — fixed and discretionary

• Annual suggested saving/withdrawals from regular assets

• Annual suggested withdrawals from retirement accounts

• Annual cash flow

• Annual household net worth

• Annual taxes – Federal, State and FICA

• Annual Social Security Benefits



Base Plan Case Study
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• Jack and Sarah. Both age 52.

• Have two children: Jane who is 17 and Alex who is 15.

• Jack earns $50K. Sarah earns $200K. Will retire and take Social Security at 62. 

• Live in California in a $700K Home. Will retire and take Social Security at 62. 

• $500k Mortgage

• Jack has $300k in retirement accounts. Sarah has $750k in retirement accounts. 

• Have $50K in Regular assets 
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www.maxifi.com

User Manual––https://maxifiplanner.com/manual/overview

Video Tutorials––https://maxifiplanner.com/manual/video-tutorials

Customer Support––https://maxifiplanner.com/customer-support

Contact Us––https://maxifiplanner.com/contact

Resources
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http://www.maxifi.com/
https://www.linkedin.com/in/laurencekotlikoff/
https://maxifiplanner.com/manual/video-tutorials
https://maxifiplanner.com/customer-support
https://maxifiplanner.com/contact
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Referral Program



Website: www.kotlikoff.net

Email: kotlikoff@gmail.com

Q & A 
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@kotlikoff

www.facebook.com/laurence.kotlikoff

www.linkedin.com/in/laurencekotlikoff/

http://www.kotlikoff.net/
mailto:kotlikoff@gmail.com
https://twitter.com/Kotlikoff
http://www.facebook.com/laurence.kotlikoff
https://www.linkedin.com/in/laurencekotlikoff/


Thank You For Participating!
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