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Retirement Pitfalls for Baby Boomers

S ince the first baby boomer
retiree started collecting
Social Security payments in

2007, millions more members of this
influential generation have retired.
Now, as many as 10,000 baby
boomers are retiring every day,
according to statistics from the Pew
Research Center.

Unfortunately, not all of those
eager retirees are totally prepared
for their golden years. These unpre-
pared boomers face some big retire-
ment challenges. Fortunately, many
of them are surmountable, provided
you know what to watch out for.
Here are five big retirement pitfalls
baby boomers need to guard
against. 
Retiring Too Soon 

Boomers have seen a lot of
changes in the retirement landscape
over the course of their lives. Many
plan to rely on a mix of pensions,

personal savings, and Social Securi-
ty to support themselves in retire-
ment. Unfortunately, for some, that
three-legged stool may be wobbly,
failing to provide them with the
income they need for decades to
come. 

A lot of boomers are aware of
the gap between their retirement
needs and what they have saved. 
In fact, Pew’s study found that 60%
plan to delay retirement because
they can’t afford to stop working.
The remaining 40% may be in a 

Significant Ages for Retirement Planning

A ge 50 — You are now eligible to make catch-up retirement plan contributions,
including to 401(k) plans and IRAs.  
Age 55 — You can now leave your company and withdraw from all qualified

plans except IRAs without incurring the 10% federal income tax penalty.
Age 59½ — Funds can be withdrawn from all qualified plans, including IRAs,

without paying the 10% federal income tax penalty.
Age 60 — Widows and widowers are eligible for Social Security benefits.
Age 62 — You are eligible for reduced Social Security benefits.  However, 

if you work, you’ll lose $1 of benefits for every $2 of earnings over $15,720 
in 2016, until you attain full retirement age for Social Security purposes.  Some
defined-benefit pension plans may provide full benefits.

Age 65 — You are eligible for Medicare benefits.  Most defined-benefit plans
provide full pension benefits.  If you were born after 1937, you will be eligible for
full Social Security benefits sometime between age 65 and 67.

Age 70 — If you postponed retirement past full retirement age to increase your
Social Security benefits, you should start collecting at age 70.

Age 70½ — You must start taking minimum required distributions from tradi-
tional IRAs and other qualified plans.  You are not required to take distributions
from Roth IRAs.  If you are still working, you do not have to take distributions
from other qualified plans until you retire.     mmm
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better place financially than their
peers. Or they may not have given
retirement much thought yet. Not
carefully projecting your retirement
income can lead some people to
retire too early, only to find out a
few years later that their money
doesn’t go as far as they hoped.
Smart planning can help avoid this
pitfall. 
Spending Too Much

After decades of working, many
boomers are eager to spend their
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retirements indulging in the hobbies
and adventures they’ve put off over
the years. Given that today’s older
adults are healthier than ever
before, it’s not unusual to find
retirees living very active — and
very expensive — lifestyles. That’s
great in many ways, but boomers
who want to get out and see the
world run the risk of draining their
bank accounts too soon. That
doesn’t mean you have to curtail
your dreams, but it does mean you
should plan for them. If an around-
the-world cruise is on the agenda,
make sure you’ve budgeted for it. 
Not Being Smart about
Social Security 

Sixty-five percent of Social 
Security recipients get at least half
of their income from the program.
Even those who are less dependent
on Social Security checks still count
on that money to get them through
retirement. It’s an especially valu-
able source of income since your
Social Security payments are consis-
tent and adjusted for inflation. 

For those reasons, it’s especially
important to make smart decisions
about when to take your benefits. 
If you start your claim early, you
could lose out on thousands of 
dollars over your lifetime. General-
ly, it’s better to delay benefits for as
long as possible, though there may
be times when an early claim makes
sense. Given how complicated
Social Security can be, it’s often 
best to talk to an expert about how
to get the most out of the program. 
Not Planning for Health-
care Costs 

A 2014 Financial Advisor maga-
zine survey found that 62% of baby
boomers are terrified of healthcare
costs in retirement, while 72% said it
was their number-one retirement
concern. They have good reasons to
be scared. One study found that
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healthcare costs will eat up 67% of
older boomers’ lifetime Social Secu-
rity benefits. Younger boomers may
end up spending 90% of their Social
Security on health costs. While it
can be hard to predict exactly how
much you’ll need to spend in this
area, you can manage the costs by
setting aside funds for healthcare
(perhaps in a health savings
account), purchasing long-term-care
insurance, and taking steps to stay
healthy.  
Not Emotionally Preparing
for Retirement 

One of the biggest retirement
pitfalls for boomers has nothing to
do with money. Rather, it has to do
with planning for the emotional
changes that come with retirement.
Particularly if your life revolves

around work, the transition to
retirement years can be difficult.
While thinking about whether you
have enough money to retire is
important, you should also think
about how you plan to fill your
days once you stop working. If you
and your spouse are suddenly in
the house all day together, that can
also be an adjustment. 

Before you hand in your notice,
look into volunteer work, part-time
jobs, and social activities that can
fill your days. You may even con-
sider a retirement dry run — taking
a few weeks or months off from
your job and living as if you were
retired to see how you like it. 

Make sure you avoid any
potential retirement pitfalls by 
calling to discuss your plan.
mmm

Do You Really Need 70%?

A general retirement planning
rule of thumb indicates that
you’ll need 70% to 80% of

your preretirement income.  Many
estimates now indicate that may be
too little for those who want to live
an active retirement lifestyle.  But
when you realize how much you
need to save, it’s tempting to ques-
tion whether you really need even
70% of your preretirement income.

First, you should prepare a
detailed analysis of your expected
expenses after retirement.  How
much you will need depends in
large part on how you plan to
spend your retirement years. How
can you help ensure that your
expenses will be lower?  Consider
these tips:

4Pay off your mortgage.
Mortgage payments often

consume 30% or more of an indi-
vidual’s gross income.  Eliminating
this expense can drastically reduce
income needed for retirement.  If
you can’t pay off your mortgage,
consider selling your home and
purchasing a smaller one for cash.  

4Get rid of other debts. It’s
not unusual for consumer

debt payments to equal 10% to
20% of an individual’s take-home
pay.  Try to enter retirement debt
free.

4Keep your automobile.
Instead of purchasing a new

car every couple of years, keep
your current car for as long as it’s
in good working order.  

4Look for ways to reduce
travel and leisure expenses.

Look for and use senior discounts.
Plan activities for nonpeak times.

4Consider relocating. The
cost of living varies signifi-

cantly from city to city and state to
state.  You may be able to reduce
your living expenses substantially
by moving to another locale.  You
also need to decide whether you
want to move away from family,
friends, and familiar surroundings.

4Work at least part-time. If
you still don’t have sufficient

funds to support yourself during
retirement, consider working at
least part-time.     mmm
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$100,000, you would need a 
savings-to-income ratio of 20 when
you retire.  You might then develop
benchmarks over your working
years to help you gauge whether
you are on track to achieving that
goal.  

4What is your savings rate?
Calculate what percentage of

your income you are saving on an
annual basis.  Typically, you’ll want
to save a minimum of 10% a year.
This would include 401(k) contribu-
tions and individual retirement
account contributions.  If your
employer matches your 401(k) con-
tributions, you can include those
contributions as part of your annual
savings.

4How have your investments
performed? Now may also be

a good time to thoroughly analyze
your portfolio’s performance over
the past year.  Measure the perfor-
mance of each investment, compar-
ing it to an appropriate benchmark.
This can help you identify portions
of your portfolio that may need to
be changed.  Also calculate your
overall rate of return and compare
it to your targeted return.  If your
actual return is lower than the
return you targeted when designing
your investment program, you may
need to increase your savings, select
investments with higher return
potential, or settle for less money in
the future.

Please call if you’d like help
reviewing your personal financial
ratios or assessing whether you are
on track in pursuing your financial
goals.     mmm

Check Your Financial Ratios

W hen reviewing the finan-
cial health of a company,
it’s common to look at

financial ratios, such as earnings per
share, price/earnings ratios, book
value, and total return.  The reason
financial ratios are so popular is
they give you a means to evaluate
financial information, while allow-
ing you to track changes in a 
company’s performance over time.

Consider using the same 
concept to assess and track your 
personal financial situation.  At
least annually, prepare a net worth
statement and calculate various
financial ratios.  Comparing those
ratios over time will help you assess
whether you are making progress
toward your financial goals.

You should start by preparing a
net worth statement, which lists all
your assets and liabilities, with the
excess representing your net worth.
All assets should be listed, includ-
ing vested balances in retirement
plans and 401(k) plans, personal
property, jewelry, and household
items.  Assets should be valued at
the price you would obtain if you
sold them now, not the amount you
paid for them.  You’ll also want to
list your annual income, for ease in
calculating some of the ratios.

Now, ask yourself the following
questions about your finances:

4Has your net worth grown by
more than the inflation rate?

Calculate the percentage of growth
in your net worth over the past year
and compare that to the inflation

rate.  To make progress toward your
financial goals, your net worth
should increase by more than the
inflation rate. 

4What is your ratio of assets to
liabilities? A ratio of less than

1 indicates you have more liabilities
than assets — a negative net worth.
If that is the case, take active steps
to reduce your liabilities.  This ratio
should increase over time, which
indicates you are reducing debts.

4What is the trend in your 
liabilities? Review the

amounts and types of debt out-
standing.  Mortgages are typically
used to purchase a house or other
items that appreciate in value and
are considered good debt.  Credit
card balances and auto loans are
used to finance items that typically
don’t appreciate in value and
should be kept to a minimum.

4What percentages of your
assets are liquid and nonliq-

uid? Nonliquid assets include
items like your home, other real
estate, jewelry, and works of art.
Although they may increase in
value over time, they can be diffi-
cult to sell quickly at full market
value.  Liquid assets, such as bank
accounts and stocks, are more easily
converted to cash.  You want suffi-
cient liquid assets to cover financial
emergencies.

4What is your savings-to-
income ratio? For this ratio,

your savings equals all assets desig-
nated to help fund your retirement.
It typically won’t include your
home, since you will probably live
there after retirement.  First, you
need to decide what this ratio
should equal at retirement.  It is
basically the amount of savings you
want at retirement age, preferably
determined after a careful analysis
of all appropriate factors, divided
by your annual income.  For
instance, if you want retirement
assets equal to $2,000,000 when 
you retire and you currently earn



Should You 
Consolidate?

Why Tax Planning Matters

W ith workers of all ages staying
at jobs for an average of just

4.4 years, many people are building
a collection of retirement accounts.
That can create some challenges. For
one, job hoppers may end up with
less in savings as they lose out on
employer-matching contributions
by leaving before they’re fully vest-
ed, cashing out savings when they
leave an employer, or having to
wait to be eligible to participate in
an employer’s plan. Another big
challenge is what to do with all
those different accounts.  

If you have multiple 401(k)
plans, there are a few good reasons
to consolidate. One is that it simpli-
fies recordkeeping. When you can
restrict yourself to just one or two
retirement accounts, you’ll receive
fewer account statements and have
less paperwork to file. You’ll easily
be able to tell how much you have
saved, since you’ll only need to look
at the balances for one or two
accounts. Finally, when it comes
time to take required minimum dis-
tributions in retirement, you can
easily determine how much you
need to take, rather than having to
total up the balances in a half-dozen
accounts or more.     mmm

B y engaging in tax planning,
you can have more control
over your financial future.

Here’s why.  
Tax planning matters for your 

income today — At this level, tax
planning involves shielding as much
of your income from taxes as reason-
ably possible while keeping your
overall financial goals in mind.
Because taxes can be complicated,
many people choose to work 
with an accountant to make sure 
they are taking advantage of all 
credits, deductions, and other tax-
minimization strategies.  

Tax planning matters for your
long-term financial goals — Being
strategic about taxes can also make it
easier for you to achieve your long-
term financial goals. Consistent tax
planning can also free up additional
income you can use to reach your
long-term financial goals. Money
saved on taxes can later be allocated
to saving for a down payment on a
house, used to pay down student
loan debt, saved for other major pur-
chases, or to fund your retirement. 

Tax planning matters for your
retirement — Tax planning and
retirement are closely linked. Money
contributed to a traditional IRA or
401(k) plan can be deducted from
your taxes in the year you make the
contribution. While there are many
advantages to avoiding taxes today,

you may also want to put some
money into a Roth IRA. While 
you won’t get a current-year tax
deduction for money contributed to
these accounts, you will get tax-free
income in retirement. Many retirees
appreciate the option of having both
taxable and tax-free income streams 
in retirement. 

Tax planning matters for 
your heirs — Many people hope to 
leave some of their wealth to their
children, other relatives, and/or
favorite charities. If that’s part of your
long-term financial plan, you’d be
wise to consider taxes as you draw 
up your plan for your estate. For
example, if you want to leave money
to your children, you might want to
put money in a Roth IRA, since your
children will be able to draw tax-free
income from the account. Or, you
might start transferring some money
to your heirs while you are still alive,
taking advantage of the annual gift-
tax exclusion. Other tax-planning 
strategies you might look into include
using life insurance, charitable
remainder trusts, charitable lead
trusts, or donor-advised funds.
mmm

What’s New at Kummer Financial
H appy Spring and thank you

for your continued business
and support!  We appreciate your
referrals, and we always welcome
the opportunity to help those you
know. Please do not hesitate to let
us know of any changes in your
world so we can keep your plan
current.

Taxes are an important part 
of your plan, so please send us a
copy of your 2015 tax return, of
which you may provide an elec-

tronic copy through the client
portal, mail, or drop off to us. If
you do not have a secure client
portal established through KFS,
please contact us for access to
www.clientwealthcenter.com.
This is a secure place to upload or
receive confidential information.

Please help us congratulate
Paula Degener in receiving 
her CERTIFIED FINANCIAL PLANNER®

(CFP®) designation!  Also, wel-
come Eric Haberkorn to our team

of planners.
In our education series, we

will be announcing our latest
spring seminar topic soon. Details
will be available on our website
and Facebook page, and all are
welcome. Also, be sure and stay
current with our economic
updates posted to our website
and Facebook. Watch the News-
flash for current events and the
weekly updates to our Market
Hotline.




