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		We propose a dynamic spending and asset allocation strategy for retirees who are averse to unexpected declines in spending and would benefit from potential increases in spending over time. The strategy is simple to implement, can be derived as an optimal solution to a dynamic programming problem, and is fully dynamic in the sense that adjustments to both asset allocation and spending are informed by the same state variable. Spending increases each time wealth reaches a new high relative to the level of committed spending. Risky investment is proportional to the level of wealth in excess of the present value of current spending commitments. Extensions of the basic model show that the proposed strategy can capture realistic preferences and retirement spending patterns. We also quantify and show the efficiency improvement, in terms of increased spending and reduction in the risk of failure of the strategy, relative to static allocation strategies that do not link spending and asset allocation. Historical simulations show that the basic strategy would not have required a spending adjustment during the Global Financial Crisis, and the dynamic asset allocation allows for initial spending that is substantially higher than under a static asset allocation. 
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