
NEW  RET IREMENT

REALITY
THE

You worked for decades, perhaps spending your entire career at one company. When you reached your 
desired retirement age, you simply fi lled out a few forms, notifi ed your employer, and fi led for Social 
Security and pension benefi ts. Social Security and employer pensions were the primary sources of 
income for most retirees. Since those types of income are often guaranteed for life, retirees in past 
generations could use their personal investments for things like emergencies, medical care, or to take 
vacations and fulfi ll lifelong dreams.

Retirement used to be a fairly simple event.
For many American 

workers, those days are 

long gone. Over the past 

several decades, there

has been a signifi cant shift 

in the retirement land-

scape. Many employers 

have ditched their

pension plans in favor of 

401(k) or other defi ned 

contribution plans.

A study from Towers Watson found that in 2013, only 34 of the Fortune 500 companies offered a 
pension. That’s a drop of 86 percent, down from 251 companies, since 1998. 1 This transition has shifted 
the burden of retirement funding from the employer to the individual. Social Security is still a reliable 
source of income for more than 90 percent of current retirees. 2  However, that may not be the case 
for future generations. Recent reports from the Social Security Administration suggest that because of 
depleted reserves, benefi ts could be reduced by 21 percent starting in 2034. 3

It’s a steep challenge. However, with the right plan in place, it’s a challenge that 
can be overcome. There are numerous tools, savings options, and strategies that 
can help you meet your goals, manage risk, and lead a comfortable and enjoyable 
retirement. In this paper, we’ll explore some of the obstacles you may face as you 
prepare for retirement, and we’ll discuss strategies for overcoming those challenges.

Given the reduced availability of pensions and the uncertain future of Social Security, today’s workers 
shoulder more of the burden for retirement saving than ever before. In order to retire comfortably, 
today’s worker has to contribute consistently to his or her 401(k), IRA, and other savings vehicles. 
He or she also has to achieve growth while limiting losses, and develop a distribution plan that will 
maintain their assets through a retirement that could last several decades.



As you might imagine, this lack of savings has generated a signifi cant amount of concern and
fear among many workers. A recent Gallup poll found that retirement was Americans’ number
one fi nancial concern, with 59 percent of respondents saying they were either very or
moderately worried about their ability to retire. 6

Given the sizable retirement savings gap that many Americans face, some workers say they will
simply work until a later age. According to a recent Transamerica study, 67 percent of workers
plan to work past age 65 or never retire at all. Another 39 percent plan on working parttime
in retirement to generate supplemental income. 7

Delaying retirement could be an effective strategy. It gives you more years to save, additional
years with employer health care coverage, and it reduces the number of years in retirement in
which you may have to take withdrawals from savings.

The problem is that very few retirees actually do work into their late 60s or work part time
for supplemental income. The same Transamerica study also polled current retirees and found 61
percent retired before age 65. The median retirement age was 62. Only 6 percent earn income
from working in retirement. 8

The reality is that even if you do want to work late into your 60s, you may not 
be able to. You could suffer an injury or illness that prevents you from working. 
You could get laid off and fi nd it diffi cult to fi nd work. You may need to leave the 
working world to care for an elderly parent. There are a wide range of factors 
that could prevent you from working longer and delaying retirement. Without 
a plan in place, you may not have any alternatives to overcome a savings gap.

You’ve spent decades working and raising a family. 
You deserve the opportunity to control your own 
calendar and live the life you’ve always wanted.

For many workers, though, their expectations of retirement aren’t consistent 
with reality. The unfortunate truth is that many Americans are substantially 
behind in their retirement planning and may fi nd it diffi cult to experience 
the kind of retirement they’ve long imagined.

According to a recent 
analysis of the Federal 
Reserve’s Survey of 
Consumer Finances, 
the average American 
working age couple 
only has $5,000 
saved for retirement. 
Nearly 70  percent of 
workers have less than 
$50,000. 4  Another 
study from GoBanking 
Rates found that one 
third of all Americans 
have no retirement 
savings at all. 5

RETIREMENT 
REALITY CHECK

What comes to 
mind when you think 
about retirement? 
Traveling the world 
with your spouse 
or partner? 

Spending time 
spoiling your 
grandchildren and 
other loved ones? 
Taking up new
hobbies and 
checking items 
off your bucket list?

Retirement should 
be a time to enjoy. 



SOME OF YOUR 
FINANCIAL 
GOALS & NEEDS 
COULD BE
  CONFIDENCE  

that you have enough 

income to meet your 

essential expenses, like 

housing, food, and utilities.

 CERTAINTY 
that your spouse will be in 

a stable financial position 

should you pass away 

or become physically or 

mentally incapacitated.

 KNOWLEDGE 
that there are resources 

available should you need 

long term care, so you won’t 

be a burden to your family.

These points are 
just examples. 
You could have 

additional needs 
or different  

ones altogether.

Fortunately, you can take steps today to help avoid that situation. One of the most 
effective steps is to develop and implement a written retirement plan. A retirement 
plan is a formal document that spells out your goals, objectives, needs, and risks. It 
identifies your savings requirements and can take the uncertainty out of planning. 
Simply put, it gives you a roadmap to help you reach your retirement goals.

Not sure how to develop your own written retirement plan? Below are some of the 
components you may want to include. However, you might also find it helpful to work 
with an experienced financial professional. They can help you analyze your goals and 
needs and develop a strategy that’s right for you.

IDENTIFY YOUR GOALS
The first step in developing a retirement planning document is to identify exactly what you want
your retirement to look like. How do you want to spend your time in retirement? What do you
want your relationship with your family and friends to look like? Where do you want to live?
These are all big questions and you may not have the answers readily available. Many retirees
think they know what they want in retirement only to realize that they’ve only thought about it in
a vague, undefined sense. Also, if you’re married, it’s important that you and your spouse
discuss your shared objectives so you’re on the same page.

You also may want to break your objectives down into two groups: needs and wants. Needs are
the objectives that you absolutely have to meet. Wants are those that could make your
retirement more enjoyable, but aren’t mandatory

Also list out the things you want to do in retirement. Some examples of  
“wants” include:

● ¾ Traveling to your dream destinations.

● ¾ Spending time with family.

● ¾ Taking up a new hobby or learning a new skill.

● ¾ Giving back to a favorite charity.

● ¾ Buying a vacation home to serve as a family gathering spot.

Obviously, every person’s “wants” will be different. Think about your ideal  
retirement and customize your list to match your dreams and goals.

RECOGNIZE CHALLENGES
You can’t manage risks and challenges if you’re not aware that they exist. After identifying your
retirement dreams and goals, the next step is to identify the obstacles that stand in your way.
Once you have identified those obstacles, you can develop a plan for managing and 
overcoming them. While there are any number of risks that retirees may face depending on 
their unique situation, there are some risks that are nearly universal for all retirees.



Infl ation
Infl ation may not be an obvious risk, but it can have a corrosive impact on your fi nancial stability
and spending power. Infl ation is the annual increase in the cost of goods and services. Remember 
how cheap groceries were 20 years ago? Infl ation is the reason they cost more today. In most years, 
infl ation is nothing more than a slight increase of a few percentage points. However, even a 3 percent 
average annual infl ation over a 24-year-period represents a doubling in prices. That could be challenging if 
you’re living on a fi xed income. You can combat infl ation by investing in vehicles thatgive you an opportunity 
to grow your income. While you may be attracted to vehicles that seem to be “no risk,” you also want to be 
sure you still have some opportunities for growth.

Taxes
Taxes don’t stop just because you’re no longer working. In fact, you could pay taxes on variety
of income sources including, interest, dividends, pension payments, retirement account
distributions, rental income, and even Social Security. Some retirees make the mistake of projecting their 
income without accounting for taxes. They’re then in for a nasty surprise when they retire and realize that 
their takehome income is less than expected. You may not be able to exactly predict your tax liabilities in 
retirement, but it’s important to understand the potential impact on your income.

Market Volatility
If you have participated in the market over the past couple decades, you likely understand market volatility all too 
well. Sometimes, investment markets take a downturn. It happens. When you’re young, those downturns aren’t as 
impactful because you have plenty of time to recover. In retirement, though, you may not have that kind of time. 
Plus, if you’re taking distributions from your investments, a downturn could negatively impact your income. Put 
some thought into your tolerance for risk and how much of a decline you’re comfortable with. By understanding 
your own feelings toward risk and volatility, you can then develop an allocation with a risk profi le that’s right for you.

Life expectancy is 

important because it 

infl uences how much 

money you can 

sustainably withdraw 

from your savings each 

year in retirement. If you 

plan to only live 20 years 

in retirement, you may 

calculate that you can 

withdraw much more than 

if you plan on 30 years.

Life Expectancy
Life expectancy has been steadily rising in the United States for decades. That consistent rise is 
due to a number of factors, including advances in medical technology and research and greater 
awareness about healthy living. While a long, healthy life is always a good thing, a longer life 
expectancy can strain your fi nances in retirement. Today, the average 65 year old man can expect 
to live to 84.3 and a 65-year-old woman can expect to live to 86.6. 9 In fact, Fidelity estimates 
that for the average 65-year-old couple, there is a 50 percent chance that one spouse will live to 
age 90, and there’s a 25 percent chance that one will live to age 95.10  That means your retirement 
could last decades, possibly even 30 years or more. 

The danger 
is that you 
underestimate 
the duration 
of your life in 
retirement 
and run out of 
money. If you 
fi nd yourself 
out of money 
in your 80s or 
90s, you may 
not have many 
options available 
to replace that 
income.



The earlier 
you plan for 
health care 
costs, the 
more options 
you will have 
available.

Healthcare Costs
According to Fidelity, the average 65-year-old couple will need $245,000 to cover out of pocket 
medical expenses in retirement. 11 That figure includes premiums, copays, deductibles, and more. 
It does not include long term care, which can be very costly depending on the type of care you 
need. You can take steps today to help manage those costs. You may want to fund a health 
savings account. You could also consider long term care insurance. 

EXAMPLES OF
ESSENTIAL EXPENSES 

INCLUDE

¾   MORTGAGE  
OR RENT

¾ UTILITIES

¾ CAR PAYMENT

¾  CREDIT CARD 
BILLS

¾  INSURANCE 
PREMIUMS

Develop Your Plan
Once you have a firm grasp on your retirement objectives and the potential 
risks you may face, you can then develop your written retirement plan. Your plan 
should consist of projections of your income and expenses, as well as strategies 
for passing your legacy on to your loved ones.

Estimate Expenses
A budget is always a helpful financial tool, but it is especially important in retirement. 
Your budget tells you how you spend your money and what your spending limits are to 
stay within your income. With a budget, you can make the necessary adjustments to 
keep your spending in check. Start by itemizing your essential, or fixed, expenses. These 
are the bills that have to be paid, no matter what. The amount is roughly the same each 
month and you have little flexibility in whether they are paid or not. 

You could have other essential expenses depending on your needs and lifestyle. Next, 
list all of your discretionary expenses. These are the spending categories that make life 
fun. They’re not things you need, but they are things you want. If necessary, you can 
reduce or even eliminate spending in these categories. Some examples are:

¾DINING OUT ¾TRAVEL ¾SHOPPING ¾HOBBIES ¾ENTERTAINMENT

After you itemize all your expenses, add them up. This will give you the total amount in 
income you must generate every month to cover all of your costs.



It’s possible you may have other income sources, such as rental income or income related to 
business ownership. List out all your potential income sources and project your income for each. 
Social Security can provide you with an estimated benefit at different retirement ages. 

Remember, you can permanently increase your annual Social Security payments by 8 percent for 
each year up to age 70 after your full retirement age that you delay benefits. For example, if your 
full retirement age is 66 and you don’t start benefits until age 70, you’ll increase your income by 
32 percent, or 8 percent over a four year period. 12 

If you have a pension, you should be able to get a summary of your estimated benefits from 
your human resources office or your plan administrator. The plan may have a variety of options 
that allow for more or less income, depending on when you start payments and whether the 
payments are just for you or for you and your spouse.

Compare Income and Expenses
Add up your projected income and compare it to your total estimated expenses. Does your 
income exceed expenses? Have you considered how you might pay for unforeseen expenses, like 
an illness or the need for extended medical care? A financial professional can help you identify 
possible risks to your retirement plan and discuss options that may be available for providing 
income in retirement.

PROJECT 
INCOME
You have your 
estimated expenses. 

Now you need your 
projected income. 
Typical sources of 
income in retirement 
can include:

¾  SOCIAL 
SECURITY

¾ 401(k) 

¾ IRA

¾ 403(b)

¾  PERSONAL 
SAVINGS AND 
INVESTMENTS

¾ PENSION

Your financial professional can help you  
estimate a sustainable withdrawal amount.

Finally, you’ll likely need 

to make some kind of 

projection about your 

distributions from savings 

and investments. You 

may be wise to take a 

conservative approach. 

A withdrawal that is too 

high could lead to the early 

depletion of your savings. 



Plan Your Legacy
Finally, you will also want to plan what will happen to your assets and your legacy at the end of your 
life. How should your assets be distributed? What steps can you take to minimize taxes, probate, 
and other estate-related expenses? Also think about your end of life care, especially if you were to 
become incapacitated and unable to make decisions for yourself. Is there someone who can act as 
your power of attorney? Are there specifi c lifesaving steps that you do not want doctors to take?
An estate plan can serve as a guiding document for your family during your fi nal days and after you 
pass away. It can eliminate confusion and confl ict, and can also bring them some comfort during a 
period that will undoubtedly be diffi cult. 

Enjoy Your Retirement
Thinking about retirement can be exciting, but may also be a source of worry and concern for 
you. If so, you’re not alone. However, the point is to enjoy your retirement. You have worked your 
entire adult life to reach this point. Don’t let stress and worry consume what should otherwise 
be a positive and celebratory experience.

Develop a plan today to take some of the uncertainty out of the retirement process. Working 
with a fi nancial professional can help you clarify where you want to go, how you need to get 
there, and what stands in your way. The sooner you have a plan in place, the sooner you can 
take action and prepare for the retirement you have always dreamed about.

For the benefi t 

of your loved 

ones, spend 

some time 

thinking about 

your legacy and 

how it should 

be protected 

and distributed.
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