[bookmark: _GoBack][image: ][image: ][image: ][image: ][image: ][image: ]


[image: ][image: ][image: ][image: ]

[image: ]

[image: ]

[image: ]

[image: ]

[image: ]

[image: ]

[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]



[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]



[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]



[image: ]


[image: ]



[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ][image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ][image: ][image: ][image: ][image: ][image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ]


[image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ]
image6.png
(=]
@ htpy/ e bloomberg com/nevis/articles/2016-02-22/ceams-of-living-vell-in-retirement-dim-for-americans?cmpid=googletigoogle e ~ € | @ Dreams of . x |y Is it possible | (= Oil back at 38 Is Donald Tru.. I GAO: Missile Ak

File Edit View Favorites Tools Help

Q

BloombergBusiness News Markets Insights Video

‘Dreams of Living Wellin
Retirement Dimfor
~____Americans

nue to outpace women in saving
Ut everyone is saving less.

sofeun] A1199 14 dnoxo sefew] [estoatuy) /sefewy opeonpg ‘2omos|

by  Suzanne Woolley
W WealthWatch

February 22,2016 — 3:19 PM EST f v »

More Americans are worried about their quality of life in retirement. Confidence about
f being able to save enough to ensure "a desirable standard of living" dropped this year,
according to a new report. The worry was particularly strong among women.

Some 52 percent of individuals surveyed view their retirement prospects negatively, v
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Only half of all Japanese say they've even thought about how to finance their retirement. And 63
percent are counting on getting most of their income from a government pension system that's going
broke.

When they look into the future, retirement experts see more changes in government pensions and
longer careers than many workers had expected:

-- Pension cuts are likely to hit most retirees but should fall hardest on the wealthy. Governments are
likely to spend more on the poorest among the elderly, as well as the oldest, who will be in danger of
outliving their savings.

-- Those planning to work past 65 can take some comfort knowing they'll be healthier, overall, than
older workers in years past. They'll also be doing jobs that aren't as physically demanding. In addition,
life expectancy at 65 now stretches well into the 80s for people in the 34 OECD countries, an increase
of about five years since the late 1950s.

"My parents retired during the Golden Age of retirement,” says Mercer consultant Dreger, 37. "My
dad, who is 72, retired at 57. That's not going to happen to somebody in my generation.”

Be the firsttorate: <77 7 Clicktorate

You might also be interested in:
Mother heartbroken after 3-year-old son tossed off Manhattan roof From newsday.com - News
Wife's LIE death leaves new dad with bittersweet task From newsday.com - Long Island News
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Planning For An Uncertain Life
Expectancy In Retirement

‘When figuring out how much to save for retirement or how to withdraw assets

during retirement, one of the thorniest issues is not knowing how long the
individual is going to live. Living longer than expected, which is often
referred to as longevity risk, can increase the likelihood of other risks
occurring, driving up certain retirement expenditures such as long-term care

costs. For those moving into retirement, this is particularly tricky because
part of the planning must include a way to secure an adequate stream of
income for an unpredictable length of time. For example, let’s say that you
build your retirement plan expecting to live to age 82. However, it turns out
that you live to 92. How are you going to make your money last an additional
10 years?

The uncertainty of an individual’s lifespan cannot be eliminated. However,
planning to have sufficient assets requires setting realistic expectations of
how long retirement will last. According to the Social Security Commission,
the average life expectancy for those still alive at age 65 is 84 for males and 86
for females. Planning, however, needs to take into consideration living longer
than average, or half of retirees could run out of money before they die. So
another consideration is the possibili
wE Work To Do.docx [C.
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Jamie Hopkins
Contributor

Iam the Associate Director of the American
College’s New York Life Center for Retirement
Income and an Associate Professor of Taxation at
the American College where I helped develop the
Retirement Income Certified Professional®
(RICP®) designation. I've written about, and
published, a variety of articles on retirement. T
frequently write and publish law review articles
dealing with retirement issues, such as long-term
care, taxahon of insurance benefits, and estate
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shows that one in four people alive at age 65 will live past age 9o and one in
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retirement security of Americans and believe that a

st better prepared public can enjoy a more secure and
ten will live past 95. fulfilling retirement.

To help identify the average life expectancy for a stated age and gender, the
Social Security Administration provides a life expectancy calculator. The

calculator indicates that a 60 year old male born in 1953 has an average life JAMIE HOPKINS’ POPULAR POSTS
expectancy of 83.4 vears. If that same person lives to age 66, life expectancy Planning For An Uncertain Life Expectancy In

extends to 84.6. Furthermore, if he lives to age 70, his life expectancy extends Rty vz

to age 86. This demonstrates a critical point about life expectancy—the longer
you live, the longer your life expectancy. This means that as people age they .
need to alter their expectations about the length of their life and retirement. vy N & #

MORE FROM JAMIE HOPKINS

Estimating life expectancy may begin with a table or calculator, but the next
step must take into consideration personal and family health history. One
online calculator, the living to 100 Calculator, takes these personal factors
into consideration when creating a life expectancy estimate. By entering
information about your current health, lifestyle habits, and family’s health
history, the calculator is able to create a more accurate personal life
expectancy estimate.

Solutions for an Uncertain Lifespan

Since planning requires making educated choices about an uncertain

retirement period, many will want to plan to age 9o, as one in four people are

expected to live that long. However, fewer may want to plan for living past

age 95, as only one in ten people are expected to live that long. Those with a v
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greater concern about outliving their assets will choose a longer planning

horizon. As such, an individual’s perceived life expectancy and risk aversion

will impact his or her retirement planning decisions. Who JuSt

One common strategy for all types of risk management is to transfer the risk Made A Bllllon
to a third party. Transferring the risk of living too long can be accomplished DOllarS?

by increasing or acquiring sources of lifetime income. This can be

. - . Track the biggest wi d
accomplished through a variety of mechanisms: rackihe biggest winnerseg

losers among the 50 richest

« Deferring Social Security benefits, which are an inflation protected lifetime people on the planet.
income stream, up to age 70 results in a larger portion of one’s retirement income

See who's up and who's down »
that will be payable for life.

« Electing life annuity payments from an employer sponsored retirement plan
will provide lifetime income. Unfortunately, most employees who have the option
to take a lump sum make this election, forgoing the annuity alternatives.

« Purchasing a life annuity can create a stream of income for either the life of a
single individual or over the joint lives of a couple. Immediate annuities can be
purchased at retirement or layered over time adding flexibility.

« Purchasing a deferred income annuity (a life annuity that begins at a later
date) allows for the pre-purchase of lifetime income for those that want to build
retirement income prior to retirement or want to buy an annuity that begins later
in life, which can be a cost effective way to protect against longevity risk.

« Deferred annuities can also be used to create income for life, as these can be
annuitized at a later date, allowing the owner to lock in lifetime income. Deferred
annuities can be purchased with riders that provide for lifetime withdrawals at a
rate specified in the contract.
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rate specified in the contract.

« Lifetime income is also available through life insurance contracts. When a
death benefit becomes due, a spouse can choose a life annuity form of payment.
Also, cash value life insurance contracts can be exchanged under code section
1035 without tax consequences for a life annuity.

While increasing sources of lifetime income is one strategy to protect against
longevity risk, there are other options when planning for an uncertain
retirement time period. As such, some sources of income are payable for an
indefinite period of time, which can provide some protection from longevity
risk without specifically having to set aside the assets for the sole purpose of
lifetime income.

« With reverse mortgages under the Home Equity Conversion Mortgage
program (HECM) one of the withdrawal options is the tenure option. Thisis a
specified monthly payment for as long as the last borrower remains in the home.

« Rental income can provide a lifetime income stream and serve other purposes
as well. That could be renting out a basement apartment, vacation home, or
commercial property.

« Dividend paying stock has no time limit on the payment of dividends and can
provide lifetime income, potential investment gains, and company ownership
rights.

« Those with active business interests can also receive ongoing payments. This
can be anything from owning part or all of a company to receiving royalties from
books, television shows, or other property interests.

0% Inbox - t4money@. W5 Work To Do.docx [C... | W8 why._portfolio_inco. Planning For AnUn... | X3 | M C:\My Webs

Search





image101.png
AN
(<) E)|B nttp /smwwfool.comretirement/general/2014/02/17 retirementplanning-why-soaring-mrkets-arent-enouaspx__~ & ¥ Retirement Planning: Why So.. ||
File Edit View Favorites Tools Help

TMFGalagan A

Retirement Planning: Why o v e
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rofile Director of Investment

Enoug h Planning, Dan oversees much of the personal-

finance and investment-planning content

By Dan Caplinger | More Articles | Save For Later
February 17, 2014 | Comments (0) published daily on Fool.com. With a

background as an estate-planning attorney and
independent financial consultant, Dan's articles
worth. But a recent study from the Employee Benefit Research Institute found that even with are based on more than 20 years of experience

these gains, many workers are still not likely to have enough money to last their lifetimes. from all angles of the financial world.

Stock markets have performed well lately, giving retirement investors big boosts to their net

In the following video, Dan Caplinger, The Motley Fool's director of investment planning, looks % Follow @DanCaplinger < 1,137 followers

at the EBRI study and its implications, noting that among baby boomer and Gen X workers

alike, more than 40% will likely run out of money if they don't take steps to improve their

finances. The study points to the need to maximize Social Security while also protecting

against longevity and health risks, and Dan notes how important it is to protect against these e

risks. With strategies like long-term care insurance and annuities, many investors can boost scottrade. W

their chances of outliving their money.

$7 Online Trades
It's no secret that investors tend to be impatient with the market, but the best investment $0 Set-Up Fees

strategy is to buy shares in solid businesses and keep them for the long term. In the special $0 Annual Fees
free report "3 Stocks That Will Help You Retire Rich," The Motley Fool shares investment ideas
and strategies that could help you build wealth for years to come. Click here to grab your free

Free Education

Free Research &

today. 3
copy tocay Trading Tools
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Assistant Secretary of Labor Phyllis Borzi told a retirement INTRODUCIN
conference Wednesday that people are afraid to invest to the ®
point of “paralyzation.” ? Axel Merk Eglljlh IDFEER
“People feel inadequate. It's too complicated. They don’t Dr. Ed Yardeni

understand basic concepts,” she said at a forum sponsored by A PLU s U L.

\N
the Women'’s Institute for a Secure Retirement (WISER) in MORE INSIGHTS > Guarantees v
rrent Issue Past Issues Washington, D.C. = growth potential.

Borzi said this is a major problem for the vast number of retirees Get the Facts »
who are leaving the workforce with lump-sum retirement plan Tax Reform: Don't Discourage
payouts. She pointed out many individuals have a problem “SA:;:_QNI—?:?E(;S]?)::?:EP; i
converting these savings into lifetime streams of income.

Alternative Strategies
Conference

Recent tax reform proposals
have targeted tax-deferred

Broker-Dealers

Custodians/Fee Only Since ERISA was enacted, progress has been made in retirement accounts to raise
Technology encouraging people to save more, said Borzi, the Labor revenue to pay for other parts
Department’s retirement policy chief. But many workers tap into  of their plans, says this
401(k) plans those savings early, so there is less available at retirement. economist.
http://www.fa-mag.com/news/tax-reform--don-t-discourage-much-needed-retirement-saving-for-economic-growth-. A
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Borzi said she wouldn’t say retirement is a dirty word for
millennials, but she said it has a stigma for them.

“To [20-somethings], retirement is something for old people. It's a
million miles away for young people,” she said.

When speaking to young adults about the need to save for their
post-working years, she suggested using euphemisms like

“future.” and Guam.

+ Read more
She said one of the problems in that effort is that it's hard to

MORE VIEWS >

make financial literacy more interesting than “eat your
vegetables.”

B ™y web
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Puerto Rico has suffered a
high-profile fiscal struggle but
less well-known are the
challenges facing holders of
debt in the U.S. Virgin Islands
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Are online advisory platforms
like Bill Harris’ Personal Capital
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advisors?
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More Boomers Plan to Work Till 70 or

Older: IRI

Fourth annual IRI retirement expectations study found confidence

up in some areas, down in others

Only 33% of boomers say they are
confident they will have enough money to
live on in retirement.

The share of baby boomers who plan to
work until 70 or older has shot up in the
past two years, according to a study by the
Insured Retirement Institute.

While boomers' overall retirement
confidence level is continuing to fall,
according to the study, released Monday,
boomers reported improvements in several
key financial areas.

IRI first began tracking boomer retirement
expectations back in 2011. Then, 44% of
boomers said they were very confident

about their retirement prospects. Now that level has slipped to 35%.
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Boomers are also less confident that they’ll have enough saved to live on — 37% said they
were confident in 2011 versus 33% this year — and they’re much more likely to say they will
work at least until age 70. In 2011, just 17% of boomers said they’d work so long; today it’s

28%.

Some of their behaviors could get them into trouble, too. More than 20% of boomers said
they had stopped contributing to their retirement plan, and 10% said they’ve made early

withdrawals from the plan.

RELATED

Visual Tools Help Clients
Make Complex Decisions

But it’s easy to introduce
bias, Anya Savikhin
Samek of the University
of Wisconsin-Madison
says, so finding the right
visual...

0% Inbox - mikethedrt

However, IRl said that in some ways, boomers’ confidence
levels are improving.

The report found that in spite of being more dissatisfied with
the economy in general, 42% of boomers expect their own
financial situation to improve in the next five years, up from
33% of boomers last year. However, they expect only a
slight improvement, and the same percentage expect their
situation to remain about the same.

More than a third of respondents in 2011 said they didn’t
know when they would retire; that has fallen to 17%.

“One of the most striking developments since we began this
research series is the decline in boomers who did not know
when they would retire,” IRl President and CEO Cathy
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Now Reading:
Dreams of Living Well in Retirement Dim for Americans

BloombergBusiness

down 3 percentage points from last year. Only 47 percent of women said they were
f saving enough for their golden years, compared with 57 percent of men.

L 4 That gender gap is one of many differences in savings behavior found in the

ninth annual America Saves Week survey, released by the Consumer Federation of
America (CFA). The poll, a representative sample of more than 1,000 nonretired
Americans, found gender gaps in 12 areas. A big one: Some 74 percent of men surveyed
said they’d made progress in savings, compared with 67 percent of women. The
percentage of men reporting good or excellent progress in saving for retirement was also
higher, at 44 percent to women’s 36 percent. (To be fair, 10 percent of men and 17
percent of women said they were guessing about how much they'd need to live
comfortably in retirement.)

TheBig Retirement Savings Gender Gap
An annual savings survey found 12 areas where men's answers were more positive than those of
women. Income and wealth differences were cited as "the most important reason" for the gaps.
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80.0%
700
60.0
500
400
300

Don't Miss Out — Follow Bloomberg On

Pandora Interet Ra Dreams of Living We... | ™ rtfolio_incom.. | ) fl .x  406PM

200
100




image106.png
File Edit View Favorites Tools Help

Th i n kAdV|Sor The Portfolio Wealth Retirement The Practice

of Wisconsin-Madison
says, so finding the right
visual...

“One of the most striking developments since we began this
research series is the decline in boomers who did not know
when they would retire,” IRl President and CEO Cathy
Weatherford said in a statement. “That number has been cut in half. While the research
shows that they are deciding to retire later in life, the important thing is that they are
grappling with important aspects of retirement planning and beginning to develop a clearer
picture of where they are and where they intend to be.”

For example, boomers in 2014 were more likely to have calculated how much they need to
save for retirement than in 2011. Of those, more than three-quarters included their health
care needs in their estimation.

The survey found 80% of boomers had some retirement savings, and more than half said
they had at least $250,000. The report didn’t ask what kind of accounts those savings were
held in, but 36% of respondents said their pension plan would be a major source of
retirement income and 34% said their 401(k) plan would be a major source. Social Security
was the most important source of income for respondents; 43% said it would be a major
source and 46% said it would be a minor source.

More than half of respondents said personal savings will be only a minor source of
retirement income.

And even though 28% of boomers said they would work until at least age 70, just 15% said
employment during retirement would be a major source of income.
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Jamie Hopkins Retirement SaVingS

Why the Stakes are Higher with
Retirement Income Planning than

Contributor

I cover retirement + Comment Now + Follow Comments

income planning,

retirement, and . ) . . .
|~ other legal issues As National Retirement Planning Week charges ahead, the difficulties that v
Share full bio — individuals face at the various stages of retirement planning is a topic ripe for Next Post

discussion. One aspect of retirement planning often underrepresented in
financial planning discussions is the importance of switching from a retirement

o e o o savings mindset to a retirement income planning mindset. Nearly 8,000 baby
boomers retire each day, each of whom requires a unique retirement income

plan geared toward replacing his or her paycheck with stable sources of income
in order to meet individualized retirement expenses. Besides requiring regular
income to meet basic expenses, retirees often face unexpected expenses.
Further, some retirees may desire to spend more if they can afford it, and
CONFERENCES AND MORE others may have specific financial goals, such as leaving money to family v
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members or a favorite charity. Whether planning to meet one’s basic needs or
planning for a specific goal, it is vital to understand the variables involved in
creating a retirement income plan and the ways in which a retirement income

plan differs from retirement savings.

Retirement savings (also referred to as the
accumulation phase) focuses on wealth creation.
Traditionally, financial planners have focused on
this phase, allocating assets accordingly to help

their clients generate financial wealth for
B retirement. The accumulation phase essentially
Share consists of a financial strategy designed to grow a

nest egg for retirement. The goal is to generate as
much wealth as possible for the individual by

properly investing the funds and reinvesting gains

to create compounding growth over a long period
time.

Once an individual nears retirement, the focus
needs to switch from wealth creation and

CONFERENCES AND MORE investment to planning for how the individual will

v

Next Post

o | To investors who
want to retire
comfortably.

0% Inbox - t4Amoney! W CAMy Webs\rwpfs w3 Work To Do.docx w3 why_portfolio_i x3 [ oy f@ a0 2:40PM





image109.png
a; )|l http://wwaw forbes. com/sites /jamiehopkins/2014/04/10/why-the-stakes-are-higher-with-retirement-income-plannin ~ & | & Google News ‘Why the Stakes are Higher wi

File Edit View Favorites Tools Help

FOl‘beS w | What You Should Know Before Your Next Performance Review

draw upon his or her financial capital to create a I you nave da
stable source of retirement income. This phase still $500,000 por['fol io,

requires the individual to wisely invest his or her .
portfolio, but it also demands that the individual download the gl'"d_e
withdrawal funds from his or her investments in by Forbes columnist
order to generate income to satisfy his or her and mon ey manager

retirement needs and goals. This added element R . \
makes retirement income planning potentially more Ken Fisher's firm. It's

difficult than retirement savings. Additionally, called "The 15-Minute

mistakes during retirement are harder to recover . “
B from, as the individual is unlikely to be able to Ret' rement P Ian . v
Share return to work and may have no other option but to Next Post

rely upon the wealth that he or she accumulated

during working years. In many cases, individuals _
need help designing this plan due to the
complexities involved and the lack of previous

experience in generating a stable source of income

. . FISHER INVESTMENTS
from their financial assets.

In order to set up a retirement income plan, the
CONFERENCES AND MORE person might want to work with an advisor that has v
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experience with planning for this new life stage, such as a Retirement Income

Certified Professional® (RICP®). People who work with advisors and have
retirement income plans in place make better decisions and end up having

more income in retirement than those who do not plan. Additionally, an advisor
can help someone make changes to his or her retirement income plan as their
goals and needs change (which they will) throughout retirement. There is a real
benefit from consulting a qualified and knowledgeable advisor when creating a

retirement income plan.
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Whether you get help from an advisor or not, it is important to perform a
simple calculation regarding retirement needs as part of a retirement income
plan. This calculation will enable you to better save and plan for retirement.
The calculation should identify your projected expenses, retirement period, and
retirement income. If there is a shortfall—i.e., your expenses outnumber your
retirement income—changes will be needed. Will you save more, work longer,
spend less in retirement, or readjust your portfolio to provide for more income?
Calculating your retirement income needs will also help determine a retirement
age. Can you afford to retire before age 62? If the answer is no, it is important
that you keep your job skills sharp and stay engaged at work until you can
retire.

v

Next Post

In addition to providing a stable source of income, a retirement income plan
must deal with potential retirement risks. While there are many potential risks
you will face in retirement, four of the most important are 1) inflation; 2)
longevity; 3) long-term care; and 4) market risk. If your retirement income is
not inflation protected, it will lose purchasing power during your retirement,
possibly leaving you unable to meet your basic expenses. Additionally, longevity
risk acerbates many other risks, as the risk of long-term care increases with

age. Long-term care can be extremely expensive and most people over age 65

will end up needing long-term care at some point. Lastly, market risk could v
w5 Work To Do.docx [C. i v (. F@ .l 2:40PM

w3 why portfoli





image112.png
http://www forbes.com/sites/jamiehopkins/2014/04/10/why-the-stakes-are-higher-with-retirement-income-plannin + &

File Edit View Favorites Tools Help

Forbes w | How Gamification Motivates the Masses Active on LinkedIn

& Google News

Bl Why the Stakes are Higher wi

Share

CONFERENCES AND MORE

IR S S DN e i e

significantly impact the amount of money you have saved for retirement, and
accordingly, individuals should be cautious of withdrawing too much money
when the market is down.

A retirement income plan should set forth the income
floor that the person needs. The income floor will
provide a base level of guaranteed income that can help
meet one’s essential retirement expenses. An income
floor can be built with a variety of income vehicles and
products. First, Social Security provides an inflation
adjusted income floor. For many people, this will be the
majority of their retirement income and floor. In
addition to Social Security benefits, employer-
sponsored retirement plans often offer an annuity as an
optional form of benefit payout, which can provide an
income floor. Creating a bond ladder or using TIPS can

also help provide a guaranteed income floor to cover

required retirement expenses. Lastly, commercial

annuities are available, which can provide guaranteed

lifetime income to supplement Social Security and other
urces of income.
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After a retirement income plan accounts for required

expenses through a floor of guaranteed income,
discretionary expenses can be met with the remainder of

R I'y p N . Bank with Bank of America.
one’s financial assets. This pool of financial assets can Invest with Merrill Edge:
be invested in higher risk assets, such as equities,
because fluctuations in value are not as crucial since

Investment Products:
Are Not Bank

. . . Are NotFDIC| d May Lose Val
these assets are being used for discretionary expenses. ] cuamnees i
While retirement planning is a very difficult process,
which challenges even the most financially literate and well prepared
individuals, the switch from a retirement savings mindset to a retirement v
income planning mindset is one of the most challenging aspects of retirement Next Post

planning, and many individuals would benefit from professional assistance in
planning for this phase. This is particularly true because the stakes are so much
higher with respect to retirement income planning, as failure at this stage
means that the individual cannot meet his or her financial needs in retirement.
However, understanding these challenges and the difference between
retirement savings and retirement income planning is a crucial first step in
ensuring adequate funding throughout retirement.
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Raymond James wants advisers to focus on retirement
planning

Hopes to move conversations more to lifestyle and goals rather than portfolios and dollars

Jul 29, 2014 @ 9:47 am °°o°
By Alessandra Malito Shares.

RELATED READS
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To go along with the evolution — aided by research from MIT AgeLab, an 401(k) mutual fund -"_.--—O
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ideas to improve retirees’ quality of life — Raymond James has decided to
refocus the way its advisers' manage retirement planning options. How to calculate Social E
Security's maximum family  30CB5ERE"
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Last week, the firm announced six initiatives it hopes its advisers adopt: BLOG
. . . Fidelity adds $37.2B in
« Refocusing their questions from money defined contribution assets i
management to priorities in retirement but pace slows
« Using software to enhance goal planning and
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« Having financial advisers expand their knowledge registered investment advisory firms v
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~ Q

TheBig Retirement Savings Gender Gap
f An annual savings survey found 12 areas where men's answers were more positive than those of
women. Income and wealth differences were cited as "the most important reason" for the gaps.
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Save at least 5% Save at least 10% Enough emergency savings ~ Spend less than income*
Survey questions

Source: Survey for Consumer Federation of America, American Savings Education Council done by ORG Int’.
*Full survey question was *Spending less than income, saving difference” Bloomberg @

“The most important reason for the gender gap in savings is differences in income and
wealth,” said Stephen Brobeck, the CFA’s executive director, as men’s larger incomes
and financial assets make it easier for them to save. As of 2014, the average woman
made 79 cents to every man’s dollar. Research also suggests that student debt haunts
women longer than it does men. The survey did not ask if respondents included marital

assets in their responses to questions about savings.

An October 2015 study by Financial Finesse, a financial education company, found that

andora Intemet Ra.
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so that they can educate their clients on life issues

associated with age,

« Expanding the clients' network to include professionals beyond financial

services,

« Setting up clients with social media and a digital presence, and

« Hosting unique and engaging client events centered around longevity.

“Traditional financial planning has been very focused on the numbers and
portfolios and not as focused necessarily on lifestyle and key decisions
people face that add much more meaning to their life,” said Patrick
O'Connor, senior vice president of wealth, retirement and portfolio

solutions at Raymond James.

Raymond James' initiatives will be introduced over the next nine to 12

months as feedback is taken from advisers.
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One of the key findings in MIT AgeLab's research is that many people are

NEWS & OPINION DATA & RESOURCES RESEARCH EVENTS CAREERS & O, suBscrBE

living longer, which will affect how they spend their retirement years and
money. According to Joseph Coughlin, director of the MIT AgeLab, much of
retirement planning focuses on how much money clients will need for

retirement.

“It's not incorrect, but it is incomplete,” Mr. Coughlin said. “Financial
advisers and families need to look at, "'What am I going to be doing in

retirement, and how much is that going to cost?"”

Issues clients can face include where they will live — they may move or
modify/maintain their current homes, healthcare, and supporting not just

themselves and their spouses but their children and elderly parents.

“The fact is we are living longer, we have different expectations not just to

live longer but to live better,” Mr. Coughlin said.

Reshaping the way advisers look at retirement planning and work with v
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modify/maintain their current homes, healthcare, and supporting not just
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themselves and their spouses but their children and elderly parents.

“The fact is we are living longer, we have different expectations not just to

live longer but to live better,” Mr. Coughlin said.

Reshaping the way advisers look at retirement planning and work with

clients will be the norm, Mr. Coughlin said. )

NEXT UP
“Financial services, within the next three to five years, is really at a new Secrets for getting high

earners to save more
through retirement plans

frontier of reinventing not just how we pay for retirement, but how we live

in retirement,” Mr. Coughlin said. “Initiatives by Raymond James and

other companies out there are making progress in terms of making sure our
retirement planning is about longevity planning and not just about money

we need in older age.”

What do you think?
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America is now the world’s #1 natural gas
producer and is projected to be the world’s
#1 oil producer by 2015.*

Americans know they need to save for retirement. The trick for many is actually doing it. | AP Photo

By ASSOCIATED PRESS | 8/3/14 4:29 PM EDT

William Kistler views retirement like someone tied to the tracks and watching a train coming. It's
looming and threatening, but there’s little he can do.
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Kistler, a 63-year-old resident of Golden, Colorado, has been unable to build up a nest egg for

A
himself and his wife with his modest salary at a nonprofit. He has saved little in a 401(k) over the
past decade, after spending most of his working life self-employed. That puts him far behind many
wealthier Americans approaching retirement.
“There is not enough to retire with,” he said.
Text Size Bl “It's completely frightening, to tell you the
Advertisement truth. And |, like a lot of people, try not to
think about it too much, which is actually a
problem.”
v
M ITCH E LL (Sign up for POLITICO’s Morning Money @EnergyTomorrow on Twitter
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STOP OBAMACARE With traditional pensions becoming rarer in
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less likely to have access to an employer-
LEARN MORE . . . .
provided retirement plan, there is a growing
gulf in the retirement savings of the wealthy
and people with lower incomes. That, ’
experts say, could exacerbate an already AE"GERIEA
widening wealth gap across America, as GET INVOLVED AT I A,
Latest on POLITICO more than 70 million baby boomers head €H
Cliven Bundy: God was on our side into retirement — many of them with skimpy
reserves.
Golden years ... without the gold )
U.S. condemns shelling of school Because retirement savings are ever more e S e N 13 A e e v

0% Inbox - t4money!





image121.png
NN

(&) ) P] http://www.politico.com/story/2014/08/saving-for-retirement-109679.html ~ ¢ ‘ P|Golden years ... without th... *
Flle Edit View Favorites Tools Help

closely tied to income, the widening gulf
between the rich and those with less POLITICO VIDEO
promises to continue — and perhaps worsen
— after workers reach retirement age. That
is likely to put pressure on government
services and lead even more Americans to work well into what is supposed to be their golden
years.

Fancy Farm red meat: Choice cuts
Clinton eulogizes Scaife

Poetic Paul rhymes at Grimes

Increasingly, financial security for retirees reflects how much they have accumulated during their
working career - things like 401(k) accounts, other savings and home equity. °

Highly educated, dual income couples tend to do better under this system. The future looks
bleaker for people with less education, lower incomes or health issues, as well as for single

parents, said Karen Smith, a senior fellow at the Urban Institute, a Washington think tank.
(Also on POLITICO: Full finance policy coverage) rq

THIS WEEK'S PLAYBACK

@ N I e w e - . - OPEN MIKE: OBAMA: Jokes SCARBOROUGH:

We do find rising inequality,” said Smith, who added that it's a problem if those at the top are Around the about GOP Explains Israel

seeing disproportionate gains from economic growth. world with lawsuit comments
USAID

Incomes for the highest-earning 1 percent of Americans soared 31 percent from 2009 through
2012, after adjusting for inflation, according to data compiled by Emmanuel Saez, an economist at
University of California, Berkeley. For everyone else, it inched up an average of 0.4 percent. Advertisement

See All Videos »

Researchers at the liberal Economic Policy Institute say households in the top fifth of income saw
median retirement savings increase from $45,539 in 1989 to $160,000 in 2010 in inflation-
adjusted dollars. For households in the bottom fifth, median retirement savings were down from
$8,433 in 1989 to $8 000 in 2010, adjusted for inflation. The calculations did not include
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$8,433 in 1989 to $8,000 in 2010, adjusted for inflation. The calculations did not include
households without retirement savings.

Employment Benefit Research Institute research director Jack VanDerhei found that in
households where annual income is less than $25,000, nine in 10 saved less than $10,000, up
slightly from 2009. For households with six-figure incomes, 42 percent saved at least $250,000,
up from 34 percent five years earlier.

The days of retirees being able to count on set monthly payments from pensions continue to fade
among non-government workers. Only 13 percent of private-sector workers now participate in
“defined benefit” plans, compared with a third of such workers in 1985. They've been eclipsed by
“defined contribution” plans, often 401(k)s, in which employers match a portion of employee
contributions.

Americans know they need to save for retirement. The trick for many is actually doing it. It's
estimated that about half of private-sector workers don’t take part in a retirement plan at their
current job.

“Over the years, all I've been able to do, especially as a single parent, is just pay your bills every
month,” said Susan McNamara, a 62-year-old adjunct professor from the Boston area. “Anything
that's left over is used up when your car breaks down or when the furnace breaks down. ...

There’s never anything left over, ever.”
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esearch indicates Americans still aren’t doing the math on retirement. at's stopping '
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This post comes from Richard Barrington at partner site MoneyRates.com.

A new survey of retirement preparedness paints a grim picture of the financial future awaiting O
) ) ) )., § MoneyRates
older Americans. Fortunately, there are steps you can take if you want to be more financially ——

secure in retirement than many of your peers.

Consumers' Research, an independent educational organization, surveyed 1,200 American adults and found that
even as people approach retirement, they often have no idea how they are going to afford it. The high level of a c
uncertainty should be a wake-up call for anyone who does not want to settle for such a troubled version of their golden
years. .
on every purchase into
A grim picture an ellglble Fldellty
Consumers' Research found that 46 percent of people age account.

60 to 69 feel they are not on track to having enough

money to retire. The retirement picture gets only a little
clearer as people get even closer to the end of their LEARN M[]RE
careers: Twenty-six percent of people over 70 said they

were not on track toward being able to afford retirement,

and another 22 percent of this age group were unsure.

Difficulty affording retirement does not seem to come as a
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Americans are any indication, people can see that difficulty
coming from a long way off. Only 28 percent of people in
their 40s feel they will have enough money to retire,
according to the study.

A big reason why people are failing to save for the future
seems to be that their incomes won't even cover the

present. The study indicates that 57 percent of people in their 50s do not feel their incomes are adequate to meet their
expenses. In other words, at an age when people should be in their peak earnings and savings years, they are still
having trouble making ends meet.

Improving your outlook
The Consumers' Research survey indicates that way too small a portion of the working population is confident in being
able to afford retirement. Here are some ways you can join the ranks of the confident:

1.

Take control with active planning. The high level of uncertainty reflected in the survey indicates that too many
people have kept themselves in the dark by failing to do any financial planning. If you are unsure about your
financial security in retirement, you are not going to get any more sure by ignoring the problem.

Practice two-sided planning. People often talk about retirement planning in terms of income replacement, but
a better starting point is figuring out what expenses you will need to cover. Planning for both expenses and
income is the only way you can know whether you will be able to afford retirement.

Cut expenses now. This can have the dual benefit of both boosting savings now and setting the stage for an
easier-to-afford lifestyle in retirement.

Take a total-return approach. With bank rates near zero, trying to fund retirement entirely out of income is
virtually impossible for most people. Use a planning approach that assumes you will draw from the total return of
your investments.

Make your investments count. From comparing savings account rates to keeping a sharp eye on investment
fees, there are things you can do to get more bang for your investment buck.

There is no doubt about it: Saving for retirement is tough. However, running out of money in retirement is even
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For Older Middle-Class Americans,
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Investor optimism over their retirement
readiness quickly fades with age.

That's one of the notable takeaways
from the fifth annual Wells Fargo
Middle-Class Retirement study released
on Wednesday

Almost half of the 1,000 middle-income
Americans surveyed (48%) said they
lacked confidence that they had saved
enough for retirement. Among the older
crowd—those between ages 50 and
59—the lack of confidence was much
more prevalent, with 71% saying they
hadn't saved enough "to live the
retirement lifestyle they want."

Older Americans were also more likely
to feel depressed about their retirement
prospects. One in three middle-class
Americans in their 40s and 50s felt
depressed, compared with only 25% of

RELATED

* Global Wealth to Reach $369 Trillion by 2019,
Report Finds

* Online RIA Sets Sights on Mass Affluent

PARTNER INSIGHTS WHATS THIS?

5 Things to Keep in Mind About
Alternative Investments

Atticle: Taking on the “Homer Effect”

Article: Embracing the New Correlation

JACKSON'

middle-class Americans overall who felt that way. Other indicators of diminished retirement

0% Outbox - t4money@... || M CAMy Webs\pfs - . || w3 About financial_plan... | w3 why_portfolio_incom... For Older Middle-Cl... Firms pumping milli.. | X3

E Quiz | Retirement Advisor Confidence Index | Retirement Scan | Tax

SIGNUP | SIGNIN

[ i]»lin]3']

ategies Scan

CAREERS v  DATA&RANKINGS +

THERE 1S NO EXPERTISE WITHOUT COLLABORATION @ MFS

MOSTPOPULAR | MOST EMAILED

IRS Posts New Limits for 2015 Retirement Plan
Contributions

Smartest Takeaways From the Women Advisors
Forum

Should You Be Building Bond Ladders?

Are You Getting It Wrong on Risk Tolerance?

Schwab
Advisor Services

- i i -

12:58 PM




image9.png
- Tk
B

(TR -
() http:/fwwawbloomberg.comynews/articles/2016-02-22/dreams-of-living-well-in-retirement-dim-for-americans?cmpid=googlegoogle_e + ‘ x _ ‘ y ‘ ‘ ‘
&)=) & e 9 g pid=googledgoog| @ | @ oreams of (2 Oil back at $8... B Is Donald Tru.. B Gao: Missile N

File Edit View Favorites Tools Help

Now Reading:

BloombergBusiness Dreams of Living Wellin Retirement Dim for Americans

Don't Miss Out — Follow Bloomberg On

and financial assets make it easier for them to save. As of 2014, the average woman
f made 79 cents to every man’s dollar. Research also suggests that student debt haunts

women longer than it does men. The survey did not ask if respondents included marital

L 4 assets in their responses to questions about savings.

An October 2015 study by Financial Finesse, a financial education company, found that
for a 45-year-old woman's retirement savings to equal a man's, she'd have to save $126
for every $100 the man set aside. The company cited lower Social Security benefits,
longer life expectancy, and smaller retirement savings balances because of lower-paying
jobs as the big factors leading to a shortfall in retirement savings for women.

Here are other highlights from the CFA's survey:

- Forty-nine percent of those surveyed are saving at least 5 percent of their income.
That's a decline from last year's poll, where the result was 52 percent, though
still higher than 2014's 47 percent.

- Forty-three percent say they have automatic savings programs outside of work-
sponsored accounts, the same percentage as last year.

- One bright point is that 38 percent of those surveyed said they had no consumer
debt. That's up from 36 percent last year. In 2014, it was 39 percent.

- More people are getting to know their net worth. In 2016, 47 percent of those
surveyed said they knew, up from 43 percent in 2015 and 40 percent in 2014.

jora Internet Ra. Dreams of Living We L |
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expectations among older middle-income Americans include:

« Half of the respondents in their 50s said they will need to work until they're 80, compared with
only 33% of all respondents who predicted having to work so long

« Nearly half (48%) of middle-class Americans in their 50s feared not having enough money to
survive on in retirement, compared with only 31% who said so overall

Though older Americans were more worried about their retirement, they were less likely to be taking Advisor Services
measures to address their concems. For example, 41% of respondents between 50 and 59 said they
were not currently contributing anything to a 401(k), and IRA or other retirement savings vehicle,
compared with 34% of all respondents who said the same.

Overall, most middle-income Americans were not killing themselves to save for retirement, with 61% n
admitting they were not sacrificing a lot to save. According to the study, respondents across all ages
saved a median of $20,000. The median amount saved by those in their 40s was $40,000; for those
in their 50s, the median was $20,000; and for those 60 to 75, the median was $25,000

"Saving for refirement isn't easy. It requires sacrifice, and it's not something people can push off and
hope to achieve later in life," Joe Ready, director of Wells Fargo's Institutional Retirement and Trust,
said in a statement

The study is based on a telephone survey of 1,001 middle-class Americans between the ages of 25
and 75 with a median household income of $63,000. The survey was conducted from July 20, 2014 to
August 25, 2014

Read more:

+ Social Security Benefits Rising 1.7% for 2015:Retirement Scan
+ IRS Offers Guidance on After-Tax Rollover Allocations
+ One Third of Americans Lack Retirement Savings

For Older Middle-Cl. Firms pumping mi {0 ) 1258PM
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Eighty percent of people ages 30-54 believe they will not have enough
money put away for retirement. Even worse then the retirement outlook
is our end-of-life financial planning.

Dying With Dignity: With Retirement Difficult, End-of-
Life Financial Planning Even Worse

According to the New York State Health Department, it costs more than
$100,000 per year to live in a nursing home, something that's often not
covered by Medicare. People have the option to spend all of their money
to qualify for Medicaid, pay for it out-of-pocket, or purchase a long term
care insurance plan.

"There's some new policies out there now. They're called hybrid policies.
And you can actually take a portion of the benefit to the extent you didn't
use it and apply it toward life insurance or even toward and annuity as a
payout," said Michael Reilly, a Dannible and McKee Tax Department
Partner in Charge.

Reilly said long term care insurance plans run around $3,000 per year.
And people should start thinking about that option when they turn 50.

"If your family history shows some early deaths or early Alzheimer's or
that type of thing, there's a probability that you will be in that position, so

you'd want to plan for that a bit more," said Reilly.

Even if you don't have any health complications before you pass away, v
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Reilly said long term care insurance plans run around $3,000 per year.
And people should start thinking about that option when they turn 50.

"If your family history shows some early deaths or early Alzheimer's or
that type of thing, there's a probability that you will be in that position, so
you'd want to plan for that a bit more," said Reilly.

Even if you don't have any health complications before you pass away,
dying itself costs money. A traditional funeral including a casket, burial
plot and headstone costs at least $8,000. While only 20 percent of
people plan out their funeral, for those who do, there are even options to
pay for everything in advance.

"If you pay a funeral director for your funeral, that funeral director has 10
days in which to place that money in a verifiable account. If you prepay,
we guarantee the same service, the same merchandise in the future for
you at the same price that you initially paid for your funeral.You're doing
a family a great service by pre-thinking this all out and pre-planning,”
said Jan Maloff, the A. DeWitt Memorial managing funeral director.

While it's not something most of us want to think about, experts say pre-
planning takes some of the stress off your grieving loved ones and
makes sure your wishes are met.

‘U Dying With Dignity: With Re. x‘ ‘
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Our daily roundup of retirement news
your clients may be thinking about.

A sobering perspective on a looming
retirement crisis

A new book, “Falling Short: The Coming
Retirement Crisis and What to Do About
It," claims that the U.S. is likely to face a
retirement crisis in the future, according
to an article in The New York Times.
‘Written by Alicia Munnell, the director of
the Center for Retirement Research at
Boston College, with Andrew Eschtruth,
a colleague at the Center, and Charles
Ellis, a consultant and author, the book
says that the looming crisis can be

blamed not only on federal lawmakers' inaction but also on
people's poor retirement saving behavior and decisions.
The article says that if the U.S. fails to find a politically
palatable mechanism to help improve these personal

choices and ensure that they are made more intelligently
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than in the past, no amount of tinkering with Social Security

will avert the coming crisis. ~The New York Times

Why 2014 was tough for corporate pensions

The deficit o corporate pension plans at the end of 2014 ao ©
increased to $343 billion from $162 billon posted at the end

of 2013, with 80% pension funding covered last year,
according to an analysis by Towers Watson. The plans’
assets grew 3% to $1.4 tillon in 2014 from §1.36 trllion
recorded in 2013, while funds added by companies to th
pension plans last year decreased 29% to about $30 bilion compared with 2013 figures, the research
firm adds. ~The Wall Street Journal

Managing real estate assets in your retirement portfolio

Although property investments can have long-term benefits, investors need to be careful if they
decide to make it a major segment of their retirement portfolio, according to an ar
Including real estate in the portfolio is a good way to diversify investments, but investing heavily in
properties can be risky given the real estate market's volatiity. People are also better off having no
home mortgage to pay offin retirement, although those with pensions can carry a home mortgage in
their golden years since they have a steady retirement income. ~Momingstar

The single woman's path to a happy retirement

Single women face distinct challenges in preparing adequately for retirement, according to ths article
on DailyFinance. Therefore, they are advised to save as early as possible, be aggressive in investing
and obtain long-term care coverage soon. They are also advised to seek help from a financial advisor
they can trust, and get spousal benefits if they were in a marriage that lasted at least 10 years.
~DailyFinance

Why you should consider working in retirement

Working past retirement age is a good decision that senior workers can make sinc:
help secure their financial stability but will also be beneficial to their well-being, according to an article
on The Motley Fool. Many working retirees view the golden years as a chance to pursue a more
rewarding and flexible career based on a survey by Merrll Lynch. Other studies have found that early
retirees’ mental functioning is likely to deteriorate and seniors are better able to maintain their
intellectual health f they lead an active cognitive lifestyle. —The Motiey Fool
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v How to Get People to Delay Retirement
= Longer working lives are crucial to a secure financial retirement. Here's how to encourage older workers to stay on the job,
* and companies to hire them
)
'S

One idea under discussion is to scrap the Social Security payroll tax for workers 62 and older. This would give the employees a raise and
cut employers’ costs. PHOTO: ISTOCKPHOTO/GETTY IMAGES
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By ANNE TERGESEN
March 20, 2016 10:04 p.m. ET

® 2 COMMENTS

The average American retires relatively early, at 64 for men and 62 for women. But with life
expectancy rising by one to three months with every year that passes, economists and policy
experts say leaving the workforce at such ages is a luxury most people can no longer afford.

“Retirement was a 20th-century invention, but it's kind of gotten out of control,” says John
Shoven, an economist at Stanford University. “If you go back to 1900, most men worked until
they couldn’t work anymore and died a few years later. Now, you can spend 40% of your adult

life in retirement.”

JOURNAL REPORT ‘While the solution—working longer—sounds

straightforward, older workers face powerful
* Insights from The Experts

incentives to retire sooner rather than later, says
» Read more at WSJ.com/Encore

Olivia Mitchell, a professor of business,
economics and public policy at the University of
MORE IN ENCORE: THE NEW RETIREMENT  popgylvania’s Wharton School. Those

® It’s Time to Rethink the Bucket-List incentives range from age discrimination in the

Retirement workplace to certain provisions in the tax code
* The Healing Power of Forgiveness
o If You're Thinking of Retiring in
Uruguay Still, extending working lives “is the most
 Traditional Providers Get Into the
Urgent-Care Game

« Good Reads Before Downsizing

and rules for Social Security and Medicare.

powerful lever we have to increase retirement
security,” says Alicia Munnell, director of Boston
College’s Center for Retirement Research. “If you
delay retirement, it really reduces the percentage
of the population at risk” of outliving their money.
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‘What follows are five tax and policy innovations that aim to keep people working longer—by
reducing the cost of employing older workers and increasing the financial rewards for
workers who stay on the job in later life.

Eliminate the Social Security payroll tax for older people
Employers funnel 6.2 cents of every dollar a worker earns up to $118,500 into a payroll tax
that funds Social Security. Employees kick in another 6.2 cents.

But due to the way Social Security benefits are calculated, employees 62 and older who choose
to continue working receive only 2.5 cents of extra lifetime benefits on average for every
dollar of Social Security payroll tax they pay—a “clear disincentive to work,” says Andrew
Biggs, aresident scholar at the American Enterprise Institute.

To induce older workers to stay on the job, Mr. Biggs favors scrapping the Social Security
payroll tax for those 62 and older. This would give the employee an immediate 6.2% raise and
save his or her employer 6.2%, as well.

Dropping the Social Security payroll tax for older workers would have a “modest negative
impact on Social Security’s solvency,” says Mr. Biggs. But the government would offset at
least some of the cost by collecting more income tax on older workers’ prolonged earnings.

Require Medicare to cover older workers
If you work for a company with more than 20 employees and are eligible for Medicare, you
have the option of sticking with your employer-based coverage, which is typically more

generous.

To give companies an incentive to retain older workers, Prof. Shoven proposes transferring
the coverage obligation for workers 65 and older to Medicare. “Suddenly, older workers
would be the low-cost employees when it comes to health insurance,” he says. If that were the

case, employers might even raise older workers’ wages to give them an incentive to stick

Search Q
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around, Prof. Shoven adds.

‘While Medicare spending would rise by about 5%, the government would recoup at least
some of that cost by collecting more years of income tax on older workers’ wages, Prof. Shoven
says.

Eliminate the Social Security earnings test
The Social Security earnings test temporarily reduces benefits for those who haven’t reached

full retirement age and earn more than a certain amount.

Specifically, if you earn more than $15,720 a year and collect Social Security between the age
of 62 and your full retirement age—66 for people born between 1943 and 1954, rising
gradually to 67 for those born after 1959—you’ll lose $1 of benefits for every $2 you earn over
the $15,720 threshold. In the year in which you reach your full retirement age, you can make
up to $41,880 without losing any benefits. After that, the earnings test goes away—you can

earn as much as you want without giving up any benefits.

Benefits lost to the earnings test are generally restored in the form of higher future monthly
Social Security checks.But many people—perhaps due to a belief that their benefits are lost
forever—instead cut back on work and prevent cuts to their Social Security payment, says
Alexander Gelber, an assistant professor of public policy at the University of California,
Berkeley.

Inresearch yet to be published, Prof. Gelber and three other researchers— Damon Jones, an
assistant professor at the University of Chicago, Daniel Sacks, an assistant professor at
Indiana University, and Jae Song, an economist at the Social Security Administration—found
that as people at the ages subject to the earnings test start earning more than $15,720, they
become more likely to retire, relative to people earning less than that. Moreover, of those who
continue working, the percentage earning just below $15,720 is much higher among the ages
subject to the earnings test than among other ages, says Prof. Jones—suggesting that many
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PORT CHARLOTTE, Fla—Fortest Yeager, a 91-year-old resident of tis seaside communty,
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other ages, says Prof. Jones—suggesting that many people are working only as much as
they can without triggering a benefit reduction. In sum: “We find strong evidence that the

earnings test is discouraging work,” Prof. Jones says.

Because Social Security generally ultimately restores to beneficiaries the money it
withholds under the earnings test, actuaries at the Social Security Administration have
projected that eliminating the test would have little impact on the program’s solvency.
But scrapping the test would increase the fraction of the relevant population that is
working by a couple of percentage points, say the researchers.

Provide lump sums for delaying Social Security

Too many people still start collecting their Social Security benefits the first year in which
they become eligible, at 62: 42% of men and 48% of women in 2013, according to Boston
College’s Center for Retirement Research. By doing so, they forgo alarger monthly
payout they would be eligible for if they waited.

Wharton’s Prof. Mitchell and three collaborators think they have found an incentive for
some people to delay claiming Social Security, which they believe will encourage people
to work longer, and so potentially enjoy a more financially comfortable, albeit shorter,
retirement. They recently conducted an experiment in which 2,451 participants were
offered the option of a lump sum instead of a higher monthly benefit in return for waiting

to claim Social Security.

For instance, someone entitled to $1,500 a month at age 62 who delayed claiming by five
years would still receive $1,500 a month starting at age 67—plus an immediate payment of
108,589, based on the additional benefits that person would have received over an

average lifespan for waiting five years to claim.

To get the lump sum, the study participants were willing to postpone claiming benefits by
an average of up to eight months from the date they had planned—and most said they
would work longer, too.

People working longer would bring additional “months or years of Social Security payroll
” t0 the sovernment.
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preferable, because they ensure that the extra income paid for postponing benefits will
last for the recipient’s lifetime.

Impo

anew mandatory retirement age

Boston College’s Prof. Munnell argues that bringing back a mandatory retirement
age—an age at which companies would have the right, but not the obligation, to require an
employee to retire—would help raise retirement ages.

Why? Because employers would hire more job seekers in their 50s and 60s whom they
might now shun due to a fear of having to keep them on the payroll indefinitely. “It gives
everybody a graceful way out,” Prof. Munnell says.

PREVIOUSLY IN ENCORE Having a mandatory retirement age limits “the

employer’s exposure to productivity declines
* How Technology Will Transform

Retirement (November 2015)
* To Age Well, Change How You Feel

and compensation escalation that typically

emerge as workers age,” she says.

About Aging (October 2015) . .
« Make the Most of Longer Lives (June If the mandatory retirement age were high
2015) enough—she suggests tying it to Social

 AGuide to Not Retiring (March 2015) Security’s full retirement age, which is 67 for
 Online Tools for Retirement Planning ~ people born after 1959—it might also

and Living (January 2015) encourage employees to work longer. After all,
the average American currently retires by 63,
and at least some might interpret a mandatory

retirement age of 67 as a standard to aspire to.

Moreover, Prof. Munnell adds, “nothing would prevent employers” from asking high
performers to stay past a mandatory retirement age. Under the old system, scrapped in
the 1980s, employers had the discretion to retain an older worker on a year-by-year basis,
she says. If a mandatory retirement age were reinstated, she says, she would advocate
similar flexibility.

Ms. Tergesen is a reporter in New York for The Wall Street Journal. Email:
anne.tergesen@wsj.com.
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In this post, well look at a simple scenario that demonstrates the problem:
I'll show how much the uncertainty in key variables such as growth rate,
inflation rate, and life span can impact your ending net worth. Then, after
reviewing what retirement models are and are not good for, we’ll discuss
solutions.

Best Case / Worst Case

To better understand uncertainty in retirement calculations, I tested a
simple retirement scenario: A couple retiring at age 60 with initial
retirement savings of $500K and annual expenses of $40K. They’ll start
taking the average Social Security benefit at age 65, and they’ll pay an
overall effective tax rate in retirement of 5%. Let’s see what happens to
them under different conditions....

Sign up for RetirewithMONEY  Email suwmI

and more view example

Iwrote a while back on the three unknowns that dominate retirement
calculations. Let’s start with those three variables, and add a few others.
Altogether, we'll consider the best and worst cases for five input
parameters to the retirement equation:

Investment returns — Given low interest rates and high stock market
valuations, most experts are predicting reduced investment returns going
forward. But within that dim outlook there is plenty of variation. In his
last 30-year market forecast, Rick Ferri calls for U.S. Large-cap stocks to
return 5.0% before inflation. and 10-vear Investment-grade corporate
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return 5.0% before inflation, and 10-year Investment-grade corporate
bonds to return 2.6%. In a 50/50 portfolio that would be a 3.8% real rate
of return. Let’s call that our “best case.” In a post last year Allan Roth drew
from William Bernstein’s Rational Expectations and from Robert Arnott to
come up with a 1.5% real rate of return for a 50/50 portfolio. Let’s call
that our “worst” case.
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‘The unbelievable 6% cash back card

Recommended by @Utbrain
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DESIGNING GREAT
VISUALIZATIONS
P/ Inflation — While it’s trendy now to fret about inflation, it’s been
relatively tame for decades. If you look at the historical record for inflation
you can spot double-digit inflation in the past, but it’s never lasted long.
For our simulation let’s assume the “best case” for inflation is 2.0% —
about 1.0% below the long-term average. And let’s assume the worst case is
m:';esalns Apple Watch Is Still 4.0% — 1.0% above that average. Sure, inflation could spike. But, as you'll
shortly see, even at 1% above the average, it does plenty of damage....

GET THE WHITEPAPER

E :',':fb;";:g':g“s“ Cuba Could Life expectancy — Nobody knows how long they'll live. But we each have
family history to draw on. Also, we know that modern health care is
steadily improving. For our purposes here, let’s use some mainstream
The Best Funds for Nervous . . - . .
) Investors numbers from the Social Security Administration: “A man reaching age 65
today can expect to live, on average, until age 84.3.” and “About one out of
Why a Roth IRA I Great for every four 65-year-olds today will live past age 9o, and one out of 10 will
Young Adults © live past age 95.” So let’s call age 84 our best case (financially speaking),
ALL GONTENT
and age 95 our worst case. (The longer you live, the more chance youll run
Do These 4 Things If You Want to out of money, so that’s a worst case for financial planning.)
Be a CEO Some Day
Social Security — Most of us will rely on Social Security to some extent,
Here’s When You Need 2 but we all know it’s threatened. The average benefit right now is about
w Financial Adviser ° $1,335 per person for retired workers. But the SSA says that could change
because “by 2034, the payroll taxes collected will be enough to pay only
Drunk Shopping Late at Night Is a. about 79 cents for each dollar of scheduled benefits.” So let’s say the best v

© Dealing with Uncert.. | ™ og X8 | w3 why_portfolio_incom.
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case is that our hypothetical couple will receive their $1,335/month x 12 x 2
or about $32K annually in benefits. And let’s say the worst case is that
QI‘ +ableau they’ll only receive about 75% of that, or about $24K annually.

Expenses — Budgets are personal, but for purposes of our simulation let’s
DESIGNING GREAT say our frugal couple needs to get by on about $40K/year. But living
VISUALIZATIONS expenses aren't static. Theyll vary with life events and with the economy.
N 4 Personally, we spend more than this model couple. And still we've seen
unsettling fluctuations in our retirement budget already. Some of it has
GET THE WHITEPAPER been discretionary fun, but health care expenses have been particularly
alarming. We've already seen 25% deviations from our retirement budget
#=== a First Home, o Trade up to a in a single year. So, while our couple’s best case expenses may be
Bigger One $40K/year, let’s say their worst case is another 25%, or $50K/year.

ILZMEY Slump in US Home Sales Sparks
Fresh Worries About the Economy

| 5 Ways to Protect Your Retirement
if the Market Tanks

AL GONTENT

[Sensitivity Analysis
Why the Apple Store Is Closed
Today
These Are the Features That Help a
Home Sell the Fastest

How to Navigate Social Security
Survivor Benefits

'ALL GONTENT

= Will Social Security Really Run
Out of Money?
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cases don t sound wildly optimistic. The worst cases don t sound
particularly dire. Each number is entirely feasible, within a range
supported by the data and the experts. But what happens when we put
these numbers all together in one simulation?

The results are surprising. Let’s start with the best case scenario and
proceed gradually to the worst....

The best case scenario involves low inflation, high investment returns, full
Social Security, no changes in living expenses, and shorter lifespan. Under
those conditions, our couple reaches the end of their lives at 84 and leaves
anice $477K for their beneficiaries. If they are fortunate enough to live
longer, their net worth keeps growing: At age 95 it would be $587K.

(Note these numbers and those that follow are adjusted to today’s dollars,
for ease of comparison.)

Now let’s introduce our first worst case scenario. What if inflation runs at
4.0%? We crunch the numbers again. Now the net worth at age 95 is only
$179K in today’s dollars. Our couple have lost purchasing power in
dramatic fashion, thanks to the extra 2% inflation over their retirement.

‘What next? How about if real investment returns are reduced to 1.5%?
Well, the impact isn’t nearly as bad, but now their ending net worth at age
05 is only $143K.

Then what if they are only able to collect 75% of their Social Security? Now
their net worth drops into negative territory at age 95, to -$167K, implying
they ran out of money years before.

Now what if their expenses increase by a real 25% on top of all the other

AT » GIVE A GIFT
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NOW what If thelr expenses INcrease by a Ieal 25% oIl top of all the other
bad news? This really hurts. Their net worth now plummets to -$647K at
age 95, implying an even earlier end to their retirement funds. (To have
stayed afloat at their current lifestyle to age 95, they’d need have raised an
extra $647K.)

i
it tableau

DESIGNING GREAT
VISUALIZATIONS //

Reviewing each year in this final scenario, with all of these worst case
factors compounded, we see that at age 75 — just 15 years after retiring —
our unfortunate couple is broke.

GET THE WHITEPAPER ‘What's the takeaway? In bracketing the key input variables to the
retirement equation by modest, realistic amounts, we’ve seen dramatic

differences in retirement outcomes years later. In fact, the difference in
ending net worth between our best and worst case scenarios at age 95 is
well more than one million dollars.

Here is how the different variables contribute to that gap between the

scenarios:

increased inflation 33.0%
decreased investment returns. 3.0%
reduced Social Security 25.1%
increased living expenses 38.9%

Curiously, investment returns, which get so much attention here and
elsewhere, are inconsequential to this particular couple’s retirement
trajectory. Most of the difference between the best and worst case scenarios
is accounted for by inflation, Social Security, and living expenses. And it’s
sobering to realize that we have little individual control over the first two of
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those factors. While the last one, expenses, we control only partially, until it
comes to health care or emergencies.
QI‘ +ableau

Keeping Perspective
DESIGNING GREAT Before panicking, remember this scenario isn’t your retirement. And,
VISUALIZATIONS though I wasn’t using outlandish numbers, this is still an analysis of

N 4 “extremes.” That’s because it’s unlikely that all variables would be at their
worst or best values simultaneously.

GET THE WHITEPAPER

But it isn’t impossible: Ever had more than one thing go wrong at once?
How about 2 or 3? It happens more frequently than we’d like, and that’s
when serious problems begin.

Read Next: 5 Reasons the Retirement Crisis Is Getting Worse for
Average Americans

In analyzing these extremes, we are looking at the envelope of retirement
possibilities. Monte Carlo simulation, with output in percentiles, would
communicate the interior of that envelope better than I'm attempting here.
But, I lean to simplicity: I'll usually start with the best, worst, and average
cases. Just know that focusing only on the extremes, or the averages, could
be deceiving. There is also value in pondering the probabilities of the
interior.

‘What can we really hope to learn from a retirement simulation? There are
so many variables, so far into the future. If you seek absolute answers, the
complexity may deceive you.

Frankly, retirement modeling is best for studying and comparing different
i a2
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options. What if my child goes to a private college versus the state school?
‘What happens if I downsize my family house versus retiring in place? What
QI. +ableau are the tax implications if I convert my Traditional IRA into a Roth? None
of these scenarios requires an absolutely correct numerical answer, as long
as the alternatives can be compared reliably.

DESIGNING GREAT

VISUALIZATIONS And when it comes to those absolute answers to the big questions, “When
I, can I retire?”, “How much money will I leave behind?” retirement models

simply cannot reliably predict your endpoint. They can only give your

direction.

GET THE WHITEPAPER

A retirement model is a compass, not a map. It can tell you where
you're going, but not if and when you'll arrive!

Eliminating Variables

Don'’t like those uncertainties? Then you can try eliminating some of the
variables:

« If you don’t like the uncertainty and volatility of the stock market, you
can annuitize some of your assets.

If you're concerned about inflation, you can add inflation riders to
your annuities, or hold assets like inflation-protected bonds,
commodities, real estate, or more stocks.

If you can’t get a handle on life expectancy then, in addition to loading
up on annuities, you can use an infinite time horizon for your planning
— living off dividends and growth without touching principal. This is
an approach I've called Flexible Capital Preservation. It’s especially
wise if you retire early and expect to live a long time.

« If you're going to rely on Social Security and don’t trust the v

# | © Dealing with Uncert..
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Jim ancl Efeen Keler have $200,000 remaining and
fear they wil evertually have t rely solly on Social
Securty.

With short-term bank CDs paying less than
1%, the World War Il veteran expects his
rernaining $45,000 stash to yield just a few
hundred dollars this year. So, he's digging
deeper into his principal to supplement his
§1,500 monthly income from Social Securty
and a small pension

"It hurts,” says Mr. Yeager, who estimates
his bank savings wil be depleted in about six
years at his curtent rate of withdrawal. "I
dont even want to think about it."

Mr. Yeager is among the legion of retirees
who find themselves on the wrong end of the

Federal Reserve's epic attempt to rescue the econormy with cheap money.

Along spell oflow interest rates has created a windfall worth billions to banks, mortgage
bormowers and others it was designed to benefit. But for many people who were counting on their

nest eggs, those same low rates can spell trouble

View Full Image
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Farrest Veager estinates his bank savings wil be
depletec n about i years.

Mr. Yeager's struggle highlights a nagging
dilemma facing Fed Chairman Ben

Bermanke. The langer the central bank keeps
interest rates low to stimulate the economy,
the more maney it pulls out of the pockets of
rrillions of savers. Among the most
wulnerable are retirees, who have few options
to restore lost income on investments buit
up over entire lfetimes,

In 2009, according to the most recent data
available from the Labor Depattment, average
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« If you can’t get a handle on life expectancy then, in addition to loading
up on annuities, you can use an infinite time horizon for your planning

ik
i tableau — living off dividends and growth without touching principal. This is

an approach I've called Flexible Capital Preservation. It’s especially
DESIGNING GREAT wise if you retire early and expect to live a long time.

If you're going to rely on Social Security and don’t trust the
government to make good on its promises, then you can work longer
to build other assets. This pays off in multiple ways: increasing your
life savings and your eventual Social Security benefit, and reducing the
time you will rely on it. (Working, in some form, at something you
enjoy, with pay being secondary, resolves many retirement variables.)

VISUALIZATIONS

GET THE WHITEPAPER

Ultimately, the retirement decision is less about your number and more
about your quality of life going forward. The range of possible outcomes is
huge. And no matter how many numbers you throw at the decision, you or
an adviser will ultimately be making a gut determination based on
numerical probabilities, personal values, and what you want out of life.

The answer announced at the end of the Telephone line is never what you
expect. Same for retirement. But, with a little knowledge and planning, and
some flexibility, you can still enjoy the game.

Darrow Kirkpatrick is a software engineer and author who lived frugally,
invested successfully, and retired in 2011 at age 50. He writes regularly
about saving, investing and retiring on his blog CanlIRetireYet.com. His
first book is Retiring Sooner.

AROUND THE WEB Sponsored Links by @utbrain

# | © Dealing with Uncert..
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e eft-leaning groups and writers have been arguing for years now
‘SHARE!
that America is looking down the barrel of a retirement crisis.
The baby boomers are in the process of retiring, and a great

many of them are just not ready for it.

But one liberal icon begs to differ. "[T]here's very little evidence for any
kind of broad retirement crisis,"” Kevin Drum of Mother Jones argues,

needling this "common view on the left, usually delivered with no

evidence." So compiling data, he shows that 401(k)s and other retirement
accounts have smoothly replaced traditional pensions, and that future
income projections forecast a brighter future for retirees. It was all very
interesting — conventional wisdom dispelled! The trouble is, it was also

‘wrong.

Careful analysis shows that 401(K)s and individual accounts are still far
inferior to traditional pensions for most people, and that the future
projection relies on a lot of unrealistically rosy assumptions. Yet Drum’s
analysis is far from worthless — though flawed, it still manages to shed

valuable light on the Byzantine operation of our retirement system.

Let's start where Drum does, with the idea that American retirement is
already in a better position than it's given credit for. To back up this idea,
Drum presents a chart that shows people over 65 making impressive
income gains over the last few decades. But there's an immediate problem:
He ignores that much of that income comes from working — i.e. the
opposite of retirement. Earnings are the second-biggest source of income

for seniors over 65 overall, and by far the biggest for those aged 65-69.

Of course, past trends don't have anything to do with the looming

NYSEARCA:SPXS: 12. IA Index Chart rtfolio_incom.
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retirement crisis. S

retirees? Let's go through a napkin sketch of the problem. siG P roR
Our free email newsletters

SHARE!

First, recall that for people to retire, they need to receive income without

working. That means either through outside money transfers, like Social

Security, or some sort of money hoard they can spend down over time, lke w10 g0 you noed to ko today

pensions, 401(k)s, and other retirement accounts.
¥ Today's best articles

But several factors are combining to make future retirees' prospects here v Theweek's best photojournalism

rather dim. In rough order of importance:
¥ Today's top cartoons

1. Cuts to Social Security — mainly via an increase in the retirement age, v Dally business briefing

‘which has gone from 65 to 66 and will soon increase to 67 — will reduce

the amount of total income retirees can expect. (Social Security is the

biggest source of retiree income.)

2. Defined-benefit pensions — which pay out much more reliably than
defined-contribution plans — have been slowly dying over time.

3. The shift from centrally-managed pension funds to individual
retirement accounts, like 401(K)s, means the risk burden has also been

shifted to individuals, so savings need to be larger to compensate.

4. People are living longer on average, so a money hoard needs to be bigger

to cover more years of retirement.

5. Interest rates have been extremely low and are likely to stay that way —
meaning lower investment returns over time, and hence yet more needed

savings.

inst these issues, Drum presents the following chart (taken from a

NYSEARCA:SPXS: 12. IA Index Chart M C:\My Webs\Adven rtfolio_incom.
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e Against these issues, Drum presents the following chart (taken from a
paper by the Center for Retirement Research) which shows that the rise in
total individual retirement account assets (DC) has basically matched the
decline in defined-benefit pension assets (DB). "In other words 401(K)s

aren't a failure," he concludes.

Ficure 7. ANNuaL CHance 18 DB anp DC Pexnsion
‘WEALTH AS A PERCENTAGE OF PRrIvaTE WAGES AND
SALARIES, 1984-2012

16%
12%
%
4%
—DBDC
—DB
—nc
0%

1984 1988 1992 1996 2000 2004 2008 2012

Sources: Authors’ calculations from NIPAS (1984-2012); Form
5500 (1989-2012); Flow of Fiunds (2014); and SCF (1989-2013).

But this chart is rather misleading. First, I should note that it does not
show total savings increasing, as the trends I mentioned above make
necessary. But more importantly, it obscures the fact that individual
account savings are distributed vastly more unequally than pensions. More
people have retirement accounts, but the pensions that do exist are spread
far more evenly. Some 43 percent of families aged 32-61 have any sort of
retirement account, and median account balance was $60,000 as of 2013.
But the 90th percentile of retirement accounts had a balance of $274,000,

NYSEARCA:SPXS: 12. IA Index Chart M C:\My Webs\Adven rtfolio_incom.
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and the top 1 percent had well over $1 million.
'SHARE!

In other words, most of the 401(k) asset value is concentrated in a small
minority of big accounts. That's why the Economic Policy Institute finds
that pensions are a substantial source of income for many groups even as
they slowly disappear, while retirement accounts are a tiny fraction for just
about everyone — even rich people, because they have so many other

sources of income.

The fact that most of the people with significant 401(K) savings don't
particularly need them is not a coincidence. Like any nonrefundable tax
break, 401(K)s pay out inversely to need, because the more money you
make, the more you can write off your taxes. That makes for a hugely
inefficient allocation of resources. Indeed, 401(k)s actively increase
inequality: The top income quintile makes 63 percent of all income, but
holds 74 percent of total 401(k) assets.

This finally brings me to the heart of Drum's case. All the above predict
that, absent changes, senior income is going to decline relative to where it
ought to be. But he says it will increase and presents this chart, constructed
from an income projection done for the Social Security Administration
(SSA) by the Urban Institute, as evidence.
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Now, you can see that the chart really does show a steady increase in
senior income over the next several decades. But it also relies on some

questionable assumptions.

The original SSA projection predicts that retirement account participation

is going to increase from about 60 percent among today's seniors to 80

percent when the first Gen Xers are 67, and that income from such

accounts will more than offset the decline in pensions, increasing from

about $2,000 today to $12,000, on average. It predicts that the

homeownership rate among seniors will continue to increase, hence

providing additional imputed rent. And it predicts that even despite the

cuts, Social Security benefits will continue to increase overall, because they

are calculated based on real income and the SSA foresees a roughly 1 v

NYSEARCA:SPXS: 12. M C:\My Webs\Adven rtfolio_incom.




image153.png
Qe

File Edit

@ htpy/ftheweek com/articles/644722/american-retirement-crisis-real 7google_editors_picks=true

(& The American retirement cri.. % ‘e When The Biggest Earthauake

View Favorites Tools Help

+ Subscribe
. Greagit
- Digital subscription

= THEWEEK

percent increase in real income over time.

‘SHARE!
But these predictions seem wildly optimistic given the last 15 or so years.

Less than half of families have any sort of retirement account, and the
percentage has actually fallen by 4 points since 2001. Average account size
has barely budged since 2000. The percentage of employers offering such
accounts fell from 61 to 53 percent from 1999 to 2011. The
homeownership rate has plummeted to the lowest level since 1965. And

real median income has fallen by 7 percent since 1999.

Most of this is the result of the Great Recession, the failure to deal with the
associated foreclosure crisis, and the ensuing crummy recovery. The SSA
predictions basically assume that eventually, things will return to a pre-
recession normal. But I see no reason to think the strong and broadly-
shared growth of the 1990s will ever return, absent hugely aggressive
economic stimulus that is nowhere in sight. Like Japan, we are probably
going to be stuck like this for decades.

MORE PERSPECTIVES
MICHAEL BRENDAN SHIKHA DALMIA

DouGHERTY Why ObamaCare failed
How Donald Trump

destroyed immigration
reform

Luckily, Drum's approach for patching up the retirement system is on the
tight track. He proposes an increase in Social Security benefits for the
bottom third of the income distribution by one third. Since Social Security
is by far the best retirement policy, this is right and proper.
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shared growth of the 1990s will ever return, absent hugely aggressive
SHARE! economic stimulus that is nowhere in sight. Like Japan, we are probably
going to be stuck like this for decades.

MORE PERSPECTIVES

MICHAEL BRENDAN SHIKHA DALMIA

DouGHERTY Why ObamaCare failed
How Donald Trump

destroyed immigration
reform

Luckily, Drum's approach for patching up the retirement system is on the
tight track. He proposes an increase in Social Security benefits for the
bottom third of the income distribution by one third. Since Social Security
is by far the best retirement policy, this is right and proper.

But since the SSA estimates are likely too optimistic, this should be
strengthened. Previous cuts should be reversed; the Social Security
retirement age should be reduced back to 65. Also, benefits should be
increased across the board by about a third overall. Increases should be
bigger for the bottom and middle, but everyone should be included,
because means testing on the benefit side is bad. Instead, undesirable
distributional effects should be fixed with higher taxes on the rich. The
roughly $300 billion needed for such an increase can be had by slightly
bumping the payroll tax, removing the cap — and if 1 had my druthers,
axing the 401(K) and plowing the proceeds into retirement.

America is easily rich enough to provide a decent standard of living for
everyone over 65. We just need to set aside traditional notions that
retirement security should be the result of individual thrift.
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Hous P In her office in Bloomington, Minn., Janet Stanzak keeps a crystal ball on a table. advisor.
More in
Retirement readiness “It's @ humble reminder that we cannot predict or know the future,” says Stanzak, principal
e of the Bloomington, Minn., planning firm Financial Empowerment, and the 2015 Financial
Fixed income ) - |
Planning Association chairwoman.
Interest rates X
The crystal ball is employed most often when clients come in to talk about their own
futures. ‘
Clients are worried about rising health care costs, taxes and having enough money to »
maintain their lifestyle, Stanzak says. Historically, fixed-income yields have been a stalwart B\
pillar of retirement savings. But ylelds have been in a long, steady decline. i( Gl ggour

In July, the yield on 10-year U.S. government bonds fell to a historic all-time low: 1.36%. In

mid-August, the rate was 1.51%. The highest-rated 10-year corporate bonds were yielding
less than 2% at that time.

Read this list

Advisers seek income replacement as
And the prospect of rates rising sharply anytime soon appears remote. interest rates tumble
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depletec n about i years.

In 2009, according to the most recent data
available from the Labor Depattment, average
annual investrent incorne for the 24.6 million
American households headed by people 55

and older amounted to §2 554. That figure is down 34% from 2007, and is the lowest since

2003,

WSS Mk Whitshose explains how low iterest
ates have meat big profs for banks, hey are
hurting smallinvestars, incluing seniors who are
seeing thei cash earn minimal nerest

Arecent suey by the Employee Benefit
Research Institute indicated that one in
three retirees had dipped deeper than
planned into their savings to pay for basic
expenses in 2010

Most economists agree that the Fed's
interest-rate policies, together with other
measures, have helped avert a rmuch
deeper economic slump. Stil, the situation
for savers has become progressively worse
since the Fed first lowered its interest-rate
target close to zero in late 2006

As of January, the average interest rate paid on relatively safe vehicles such s shortterm
savings accounts, time deposits and money-market funds stood at only 0.24%. That's one-tenth
the level of late 2007 and the lowest on records dating back to 1959, Such depressed rates dont
come close to compensating for inflation, which was running at an annualized rate of 6% in

the three months ended February.

Costly Decline

Weighted average interest rate
on deposits, CDs, money-market
funds and other relatively safe,

"Ameticans who have done everything right, have
worked hard, saved their money and stayed out of
debt are the ones being punished by low interest
says Richard Fisher, president of the
Federal Reserve Bank of Dallas and a vating
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You have to manage
liquidity well and keep an
eye out for investment
opportunities, says Ben
Emons, chief economist
and head of credit
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Benchmark Bond on the Decline

Yields on the 10-year Treasury have fallen to historic lows. Read this list

6
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Yellen says rate-hike case 'strengthened
in recent months’
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Source: Federal Reserve

The Social Security and Medicare Trustees Report for 2016 is projecting real interest rates —

subtracting for inflation — will average 2.7% over a 75-year period.

Investors could see total bond returns as low as 0% to 1% over the next 20 years, according

to a recent report by consulting giant McKinsey.

When it comes to clients’ worries about loss of income due to the dismal interest rate
environment, Stanzak points out that, even though interest rates are low, the rate of

inflation has also been minimal.
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Intellectus Partners.
As a result, Stanzak and other planners say they are focused on asset returns minus

inflation.

“Because of the inflation environment, what we need for a real return of around 3.5% to
4.5% with stocks and bonds over the long term is not over the top,” Stanzak says. “Even
clients who are in their 60s are looking at a 30-year timeline for retirement planning. We're

not going to blow up our entire investment philosophy because of the state of interest rates

today.”
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Kacy Gott, senior tinancial planner at Meritas Wealth Management in Larkspur, Calit.,

agrees.

Read this list
“For younger clients — those more than three years away from retirement — we're

maintaining long-term real-return expectations of 3.5% to 4%," Gott says. Advisers seok Income replacement as

orest rates tumble

A MODEL PORTFOLIO

Pre-, post- or ex-nupti
most of Social Security

Making the

To achieve those returns, Meritas is using a model portfolio composed of approximately Help small businesses save thousands
o
25% to 30% in fixed income and 70% to 75% in equities. viaa quiricin pension law

U.S. nudges states to help private sector

Avoid a classic mistake when helping clients plan for retirement
Yellen says rate-hike case ‘strengthened
Don't let clients make this fatal IRA rollover error in recent months’

Kitces: Tax-efficient retirement draw-down strategies

The fixed-income holdings now have a shorter time horizon and must be of high quality,
Gott says. Such portfolios include DFA and Vanguard funds, while 2% or less is in cash, and
6% or 7% is in TIPS.
e Equities in the portfolio are overweighted in value stocks, primarily large- and small-cap
domestic and international holdings. Domestic and international REITs compose less than
10% of Meritas' model portfolio.
© Start
Low interest rates are causing many clients to hold higher than normal levels of cash, notes

Ben Emons, chief economist and head of credit portfolio management for Intellectus

How HNW clients are

L Partners, a San Francisco-based RIA.
investing today

“But,” Emons says, “you have to manage liquidity well” — and keep an eye out for
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How HNW clients are

L Partners, a San Francisco-based RIA.
investing today

“But,” Emons says, "you have to manage liquidity well” — and keep an eye out for Read this list

investment opportunities.

Advisers seek income replacement as
interest rates tumble

Pre-, post-
most of Social Security

Meritas' model portfolio T —

via a quirk in pension law

1: Making the

U.S. nudges states to help private sector

Fixed income: 25% - 30% ke e Rerementseen

Yellen says rate-hike case ‘strengthened

EqUitieS: 70% - 75% in recent months’
REITs: Less than 10%

*A lot of asset classes are improving,” he points out, citing companies in the energy market

as an example.

High-quality corporates may also be an opportunity, he says, as are "selective” emerging

markets assets, keeping in mind currency risks.
‘NO MAGIC PILL"

"There's no magic pill to create income in a low-interest-rate environment,” Scott Highmark,

president of St. Louis-based Mosaic Family Wealth, likes to remind his clients. "You want to v
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structure your portfolio in retirement so you know where your cash is coming from, and be

cautious and thoughtful about implementation.”
Read this list

QGuote Highmark advises clients to consider dividend-paying stocks that may offer double the yield
Investors could see total
bond returns as low as

0% to 1% over the next

-~ . Advisers seek income replacement as.
of 10-year Treasuries. e ek o

Pre-, t- -1 I: Making the
20 years, according to a Despite advisers' warnings, clients who are willing to accept risk and are desperate for yield most of Social Secuty P
recent report by have been flocking to ETFs specializing in emerging-market bond funds and high-yielding
ir i Help small businesses save thousands
consulting giant funds holding junk bond. " h
unds holding junk bonds. ia a qui i
McKinsey. g jt via a quirk in pension law

U.S. nudges states to help private sector
workers save: Retirement Scan

Though risky, high-yield bond rates are Yellonsaye ot
tempting in recent months’

Total return by category as of July 31

 case 'strengthened

22.6%
o
U.S. high yield  BB-rated Brated  CCC-rated and
overall lower

Source: Morningstar, Lord Abbett

The risk may be high, but the yields are tempting: CCC or lower-rated bonds were posting
yields around 14% through late July.
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Opportunistic clients, particularly the wealthier ones, have more choices, says Greg Curtis,

chairman of Greycourt & Co, a Pittsburgh-based family office.

“If a client can manage the behavioral stresses of a 90% stock portfolio — and that's a very
big 'if for most investors — moving to a more aggressive asset-allocation strategy might be

preferable to settling for 3% annual returns,” Curtis says.

Cash flow is king when planning for retirement

Avoid a classic mistake when helping clients plan for retirement

Select clients may also want to take advantage of the premium for illiquidity, Curtis says.
“Investments that aren't immediately liquid offer investors a return premium over similarly

risky investments that are liquid,” he notes.

Clients who want to profit from illiquidity need to *identify areas of appropriate illiquid
opportunities and invest with the best managers in each sector, typically found in venture

capital, private equity, private real estate and long/short hedge funds,” Curtis says.
REAL ESTATE BOON

For many clients, especially those who have 30-year mortgages on homes that have
increased in value, low interest rates may actually be advantageous when it comes to their

retirement planning.

Even clients who have refinanced their home loans in the past few years may find solid
financial gains from adjusting their mortgages again. Just calculate how long it takes to

amortize the costs of making the change.
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QGuote “The government is subsidizing part of the interest, so if you have a 3.5% mortgage, after

“Uncertainty has been

tax, it's 2.5%. If yo ff the mort e, it's ranteed return of 3.5%. But over a 30-
one of the biggest drivers ! youpay off the mortgage, [t @ guaranteed return urover

of interest rates, " says year time horizon, equities should earn more than 3.5%" Read this list
Intellectus Partners' Ben
Emons. To be sure, in an ultralow interest rate environment, it's prudent to recalibrate the Advisers seek income replacement as
terest rates tumble
expectations put forward to a client.
Pre-, post- or ex-nuptial: Making the
most of Social Security
“We're not changing the way we plan, but we are changing the conversation,” Gott says.
P h \ o Help small businesses save thousands
There has to be lower expectations. vie o ek s panaion lew
U.S. nudges states to help private sector
Part of that readjustment means advisers will have to input more-realistic future rates of :
return for a retirement-planning needs analysis, says Michael Finke, dean and chief Yellensays rte-hike case strengthened
academic officer at the American College of Financial Services in Bryn Mawr, Pa. in recent months’
“Advisers have to be “If advisers are using a Monte Carlo tool, they'll be using historical asset returns, and they

aware that the returns
from the calculations

they are using today may
be wrong," says Andrew Indeed, advisers should remember that global political and economic unpredictability could

might be giving clients an overly rosy picture,” Finke says.

Way, senior retirement fuel continued low rates, cautions Emons.
analyst for Corporate
Insight, a New York

“Uncertainty has been one of the biggest drivers of interest rates,” Emons says.
research firm.

*And it's hard to see how that's going to change with the U.S. elections coming up this year,

European elections next year and a potential surprise from OPEC."

CALCULATOR DISCREPANCIES

When making retirement-planning estimates for income, advisers must be very careful

when selecting whic| hey use.
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CALCULATOR DISCREPANCIES

When making retirement-planning estimates for income, advisers must be very careful

when selecting which calculators they use.

A recent study of retirement income projection calculators by Corporate Insight, a New York
research firm, found a spread of approximately 60% between the largest and smallest

projections.

Sizing up online retirement calculators

Nailing down the best free online Social Security calculator

*Advisers have to be aware that the returns from the calculations they are using today may
be wrong," says Andrew Way, senior retirement analyst for the firm. “Nothing is more

dangerous than false confidence.”

But advisers should also remind clients that times can change abruptly and unexpectedly.

“The crystal ball reminds us how hard it is to see beyond the moment,” Stanzak says. “Rates

are low now, but won't be forever.”

Charles Paikert

Charles Paikert is a senior editor

More from this Author

Latest RIA mega-deal is a tale of two firms
with Financial Planning, a

SourceMedia publication. What's next for Focus Financial?

Dynasty continues summer hot streak
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Your Longevity Risk: Will You Run Out Of Money During Retirement?

We all understand the importance of creating a retirement pian and saving to
ensure that we will have enough to live on once we stop working. But how can you
accurately plan when you don't know how long you will ive? How can you make
sure that your retirement savings will not run out?

O O

Longevity Risk
Longevity risk is simply the risk of living longer than expected. The average life Eﬂfi"u"'of :: ﬂﬂir:u loved n'['le?
expectancy for males is 84, and for females, 6. But one in four will live past the options. . CxPiere your financl
age of 90 and one in 10 will ive past 95. Based o these numbers, your retirement Quick Read | Comments | 07

could easily last 30 years instead of 20. Those 10 years could make or break you
financially, so it is crucial that you plan for longevity risk and make necessary
adjustments.

SUBSCRIBE AND FOLLOW
As we all know, there’s no way to predict how long you willive, and this makes (e top sores and g posts emsied to me.
och day Newsaters mey ofer personaized
planning complicated. Retirees need to secure an adequate stream of income for an Contert o sherisamer
unpredictable length of time. If you plan to live to age 82, and it tumns out you live to peommers
92 how are you going to make your money last the additional 10 years? address@email com
How to Plan for the Unknown Subseribe Now =

Wise planning starts with a realistic expectation of lfe expectancy using life
expectancy tables, as well as considering personal and family health history.
Because it would be much worse to outiive your money than the other way around,
it's also essential to factor in five-10 extra years to your number so that you will be
covered through to the end of your lie. This also adds a hedge for unexpected
medical expenses, long-term care, and infiation.

The longer the planning horizon, the more resources will be required for retirement
The most obvious way of lowering the risk of outliving your money can be
accomplished by saving more before you retire.

There are also a variety of investment strategies and products that can provide you
with a steady stream of income through your refirement years, such as annuities.
Delaying Social Security claims, as well as finding creative ways to eam income
fonger can also add years to your retirement savings.

Don'tlet the unexpected nature of life expectancy worry you. Make the time to
speak with a qualified financial advisor to create  retirement plan that wil provide
for you throughout your retirement, regardiess of how long that Iasts.

Does your current retirement plan factor in your longevity risk?

This article was originally published on RichLifeAdvisors com
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Running Out of Money Is Top Retirement Concern, Says AICPA Survey of Financial

Planners AMERICAN INSTITUTE OF

CPAS
Concerns shift from financial to health as retirees age

Release Summary

in AICPA survey of CPA financial planners

f finds clients concerned about running
out of money in retirement. Other

v concerns were maintaining lifestyle and
diminished capacity and dementia

<

P Tweets by

= @AICPANew

Load new Tweets

Congratulations to Jimmy
Williams - honored by
OSCPA for his work in

AICPA's PFP Trends Survey explores clients top concerns in retirement (Photo: Business Wire)

#AICPAPFP

http://www.theadanews.com/n
@ grad-wins-financial-

planning-

http://mms businesswire.com/media/20161006005020/en/547867/5/ChartingCourseforRetirement%SBEDIT10-03%5D jpg?download=1
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"Americans who have done everything right, have Rich Get Targeted in IRS Audit Offensive

i warked hard, saved their money and stayed out of
Costly Decline debt are the anes being punished by low erest Public-College Presidents Score Raises
Weighted average interest rate rates," says Richard Fisher, president of the School Cuts Spur Michigan Conflict

on deposits, CDs, money-market
funds and other relatively safe,
short-term investments

Federal Reserve Bank of Dallas and a vating
member of the Fed's policy-making open market
committee. "That state of affairs is not sustainable  Cause Unknown in Southwest Jet's Rupture
for a lang period of time. "

Groups Facing Fund Cuts Tailor Right-Leaning Pitch

More Headlines
The pain inflicted on savers could have poltical

repercussions. Retirees are among the country's

st active voters, with the power to influence &

wite range of issues, such as who will bear the

burden of fixing the federal government's finances

and whether polticians should rein in the Fed

19605 705 ' '80s ' 905 ' 005
e R R B e S TS conservative tum: In the 2010 elections, Republican
congressional candidates attracted 53% of the over-
E5 vote, compared to 48% in 2008, according to
exit polls—a larger shift than that seen among the general populace.

Over the past few years, seniors have taken a

To be sure, many retirees have no savings at all o don' recognize the extent to which interest
rates affect thern. The subject isn' at the top of their list of concers, which include health-care
costs and Social Security benefts, says David Certner, legislative policy director at the AARP.
till, he says, "we hear a lot of complaints from people who were counting on a certain retum
from their fixed-income investrments.”

Low rates dontjust hurt retirees. They also penalize people of any age hoping to build up funds
for the future, and discourage rainy-day savings that could make U.S. consumers more resilient
1o job losses and other financial jolts. Americans net contributions to their financial assets,

such as bank and 401(k) accounts, amounted to 4% of disposable incorne in 2010, according to
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NEW YORK--(BUSINESS WIRE)--What do you get when you have 10,000 baby boomers retiring every day, at an average retirement s 2
age of 62 with a life expectancy of about 22 years, and retirement savings of only $104,000? If you answered a recipe for fiscal disaster, ECU d wi
you'd be right. A recent survey of CPA financial planners conducted by the American Institute of CPAs found that running out of money .ra Wl.llS.
in retirement is top of mind for many of their clients, including high net-worth individuals. financial plannin;
award
#AICPA survey finds running out of money is In fact, the latest AIF:PA PFP T.rends Survey reve.alefi that runnl.ng out of OKLAHOMA CITY - A
top #retirement planning concern for clients mo.ney toppe.d the list of financial concerns of.(helr clients pla.nmrfg. for ) aduate of East Central
#AICPAPEP retirement, cited by 41 percent of CPA financial planners. Maintaining their University who is also a
current lifestyle and spending level, which could be related to running out of certified public accountant
N . N " from McAlester was
' Tweet this mfmey, was the ne?d.blggest financial concern for clients (29 percent). A distant honored with the 2016
third concern was rising health care costs (11 percent). Outstanding CPA in
Financial Planning Award
“Since people are living longer, not having enough money in retirement is a legitimate concern and financial planners should have those fiom}
difficult conversations with clients about planning for unexpected events and curbing spending if necessary,” said Susan Tillery, theadanews.com
CPAJ/PFS, chair of the AICPA’s PFS Credential Committee. “Developing a comprehensive financial plan, which is flexible and includes 21h
tax strategies to increase income in retirement, can address many financial worries confronting retirees.” :
The survey also found that clients fear being confronted by different unexpected events as they headed further into retirement. During Share on
the first ten years of retirement, clients' biggest fears were a sharp decline in the value of their investments (52 percent), followed by
serious illness, including dementia and diminished capacity, (24 percent), and helping their children or grandchildren (11 percent). b % .
= Facebool
= LinkedIn
Concerns shifted from financial to health after ten years of retirement as serious illness, including dementia and diminished capacity, = Tumblr
was the primary concern (44 percent), followed by a sharp decline in the value of their investments (28 percent) and moving out of their ® . .
home to live in assisted care (19 percent). This underscores the importance of proactively planning for these issues while the client is %’d’m
able to make mindful decisions about the future.
RT @pittelkow: RT
“It is understandable that clients are increasingly worried about the financial implications of their health as they age. CPA financial @ATomorrow: Day 3 of v

#AICPALD]
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planners can help alleviate these concerns by having frank discussions with their clients and addressing their financial fears,” added
Tillery. “The effects of dementia and diminished capacity are devastating on individuals and their families. Making difficult decisions
about their living situation and investments proactively can help put their minds at ease and prevent their families from being burdened
down the road.”

The survey found that only 18 percent of clients are taking proactive steps to address the issue, while 35 percent are weighing the issue
but have not yet decided on a specific course of action. As the population continues to live longer, diminished capacity issues will only
become more prevalent. In fact, the survey found that half of all financial planners had a client exhibit signs of dementia or diminished
capacity for the first time in the past year alone. This underscores the need for all planners to prepare themselves to address these
issues with clients.

“Financial planners need to be aware of the early signs of dementia and be pro-active with their clients and their families,” said Jean-Luc
Bourdon, CPA/PFS, member of the AICPA’s PFP Executive Committee. “These are undoubtedly emotional and difficult discussions, but
this is an opportunity for a financial planner to add real value for their clients. Many people are not only unprepared to deal with the
emotional impact of dementia, but also how to pay for the long-term care for their loved one. Caregivers sometimes have to quit their
jobs or reduce their hours, on top of having to pay for out of pocket medical expenses. Even for families with considerable financial
resources, dementia is a major financial obligation.”

Despite growing awareness about diminished capacity, one third of financial planners say their clients are dealing with dementia on a
reactionary basis, and 13 percent are ignoring the issue altogether. While it is preferable to develop a plan before clients begin to exhibit
diminished capacity, there are multiple steps financial planners can take to protect a client's assets in retirement after these issues come
to light.

The survey found a vast majority (85 percent) of the planners dealt with diminished capacity in their clients by ensuring that powers of
attorney and health care proxies were in place, while 61 percent arranged for themselves to contact their client's other professionals and
relatives. Other measures taken by these planners was to obtain authorization to contact their client's attorney (44 percent), moved
money to a trust (35 percent), and automated the client's annual required minimum distributions from their qualified retirement accounts
(34 percent). Eighteen percent had their clients move into a previously selected assisted care facility.

HAILFALUK.

(@barrymelancon is here to

answer questions from this
year's class.

© Viewimage on Twitter
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With diminished capacity such an important issue, members of the PFP Executive Committee developed a Diminished Mental Capacity
Checklist, with key takeaways for planners highlighted below:

Diminished Mental Capacity Checklist

=

& € -

(IS}

Assess the patient's group of relative’s friends, neighbors, and professionals for people who would swing into action if needed. Make
introductions and set authorizations for each to talk to each other.

Review estate planning documents to make sure they are in place and current. Review beneficiary designations. Identify successor
trustee, financial, and medical power of attorney. Make sure they know they are designated and willing to serve.

Mitigate the risk of elder abuse. Establish checks and balances for Power of Attorney, successor trustee, and key professionals so
that abuse can be identified early. Consider such actions as using a credit monitoring service and a monthly reconciliation of financial
accounts.

Discuss housing options — if the client is still living at home, what are the situations that may cause that to change, what are the
options and how do they feel about them, and how will they approach this decision? What resources are available to better
understand the local options?

A full copy of the Checklist is available by contacting James Schiavone at jschiavone @aicpa.org.

As people are living longer and issues such as diminished capacity and elder financial abuse are becoming more prevalent, there is 22h

great demand for comprehensive financial planning, particularly for high-net worth individuals. A CPA financial planner serves as a

trusted advisor who can understand their client's needs and priorities both from a financial and personal perspective by having open, and

often difficult, discussions with their clients and families. Share on
Methodology ® Twitter
= Facebook
= LinkedIn
The AICPA’s PFP Trends Survey is administered as an online survey of CPAs who are members of the AICPA Personal Financial = Tumblr
Planning Section, including those holding the CPA/PFS credential. Five hundred members responded to the survey. ®
3. AICPA MediaRelations

CPANews
About the AICPA’s PFP Division v
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About the AICPA’s PFP Division

The AICPA’s Personal Financial Planning (PFP) Section is the premier provider of information, tools, advocacy, and guidance for CPAs
who specialize in providing estate, tax, retirement, risk management, and investment planning advice to individuals, families, and
business owners. The primary objective of the PFP Section is to support its members by providing resources that enable them to
perform valuable PFP services in the highest professional manner.

CPA financial planners are held to the highest ethical standards and are uniquely able to integrate their extensive knowledge of tax and
business planning with all areas of personal financial planning to provide objective and comprehensive guidance for their clients. The
AICPA offers the Personal Financial Specialist (PFS) credential exclusively to CPAs who have demonstrated their expertise in personal
financial planning through testing, experience and learning, enabling them to gain competence and confidence in PFP disciplines.

About the AICPA

The American Institute of CPAs (AICPA) is the world’s largest member association representing the accounting profession, with more
than 418,000 members in 143 countries, and a history of serving the public interest since 1887. AICPA members represent many areas
of practice, including business and industry, public practice, government, education and consulting.

The AICPA sets ethical standards for the profession and U.S. auditing standards for private companies, nonprofit organizations, federal,
state and local governments. It develops and grades the Uniform CPA Examination, and offers specialty credentials for CPAs who
concentrate on personal financial planning; forensic accounting; business valuation; and information management and technology
assurance. Through a joint venture with the Chartered Institute of Management Accountants (CIMA), it has established the Chartered
Global Management Accountant (CGMA) designation which sets a new standard for global recognition of management accounting.

The AICPA maintains offices in New York, Washington, DC, Durham, NC, and Ewing, NJ.

Media representatives are invited to visit the AICPA Press Center at www.aicpa.org/press.

Contacts

[CPANews

RT @atomorrow: Day 2 of
#AICPALDR. Last night,
attendees made 72 cards for

(@cardzforkidz.
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Not one retirement crisis, but three

Metro Creative Connection

By Moneytips

POSTED: 10/15/16, 1:00 PM EDT UPDATED: 1 DAY AGO

Are your retirement accounts on the proper path to meet your goals? For too many people, the answer

# COMMENTS

is no. Surveys consistently show that many Americans are not saving enough for retirement.

Realistically, without a change in financial habits, these people are going to be facing a retirement

crisis.

According to Jack Bogle, the founder of Vanguard, America’s retirement crisis is not just at the

individual level, it is at the national level. Recently, he went so far as to say there isn’t a single

Not one retirement .. | ™ why_portfolio_incom.
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retirement crisis; there are three. Each crisis as defined by Bogle covers a different major retirement
funding mechanism: Social Security’s funding shortfall, underfunded defined-benefit pension plans,
and problems with defined-contribution plans such as 401(k)s.

Is Bogle right? Let’s examine each of Bogle’s crises in greater detail, and then you can judge for

yourself.
SOCIAL SECURITY: FUTURE SQUEEZE

The first crisis regards Social Security and the projected shortfall of funds in the future. The 2016
annual report from the Social Security Board of Trustees projects three more years of Social Security
surpluses. However, with interest income excluded, Social Security’s income (payroll taxes) is lower

than the program’s cost, and has been since 2010.

Social Security is expected to start running deficits in 2020 and beyond. Reserve funds and interest
income can plug the gap until 2034. Beyond that point, projections show that payroll tax income will

only cover 75 percent of retirement benefits if Congress does not act to change the rules.

The standard 75-year projection used by Social Security predicts $11.4 trillion in unfunded retirement
benefit obligations by the year 2090. When one uses the “infinite horizon” method of calculating the
shortfall, meaning that future liabilities are taken into account beyond the 2090 mark, the 2090
shortfall grows to $32.1 trillion. Small changes in assumptions make a huge difference in the
projections, and that’s part of the problem. It’s too easy to argue the problems are not as bad as they
really are.

Congress has not been completely inactive, as the 1983 Social Security Amendments gradually adjusted
full retirement age to 67. (Of course, that action mostly deferred the burden to future generations.) It
seems unlikely that Congress will take actions that actually affect current or near-future retirees, no
matter how much that action is required. Raising payroll taxes or raising the limit on income subject to

Social Security taxes are more likely than cutting benefits, and even those actions are unlikely in the

current environment.
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Bogle is probably correct in that the crisis can be averted with proper action but our current
government is unlikely to do so. It seems more likely that accounting tricks and growth assumptions

will keep deferring the problem to future generations.
PENSION PLANS: UNDERFUNDED

Bogle’s second crisis addresses pension programs. State and local pensions are underfunded, but, as

with Social Security, accounting practices put the amount in debate.

According to Forbes, state and local pension plans are approximately 74 percent funded, but this
method assumes a discount on the benefit liabilities based on the assumed return of pension plans’
investments. Many of these investments are skewed toward higher-risk vehicles such as stocks or hedge
funds, and thus the assumed return is near 7.6 percent. That’s not an unreasonable assumption, since
from 1990-2015, the median pension fund return has been well over 8 percent — but current economic
conditions make such returns more dependent on riskier vehicles and more prone to disaster in

economic turndowns.

If state and local pension funds adapted recent recommendations of the Pension Task Force of the
Actuarial Standards Board and adapted the “market value” approach that does not allow discounting of
liabilities — similar to corporate pension rules and other pension rules worldwide — the funds would be

only 39 percent funded with $5 trillion in unfunded liabilities.

State and local governments are attempting to address this issue in any way that does not burden
budgets, including shorting the contributions necessary to fund liabilities. In 2015, Alex Brown, the
research manager of the National Association of State Retirement Administrators (NASRA), noted that
almost every state had enacted some type of pension reform since 2009, including increasing eligibility
requirements, reducing benefits, suspending cost-of-living increases, or increasing employee

contributions. Note the absence of one category: increasing the state’s contribution.

How about corporate pensions, to the extent they remain? These fare a little better, as in 2013, they

were estimated at 88 percent funded by Milliman, a pension fund consultant. Even so, the largest 100
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companies in the survey had a combined funding deficit of $193 billion.

Meanwhile, the Pension Benefit Guaranty Corporation (PBGC), the government-mandated insurance
fund that steps in when multiemployer pension plans fail, claims to need $15 billion in funding over the
next ten years. Congress sets the rate that pension fund insurance premiums pay to fund the PBGC, and

without changes, the PBGC projects a 93 percent likelihood of becoming insolvent in 20 years.

As with Social Security, shaky assumptions and the inability to face hard decisions make Bogle’s crisis

argument reasonable.
DEFINED CONTRIBUTIONS: FEES VS. ADVICE

The crisis in defined contribution plans is a bit different from the other two categories. Funding is not
the issue. Instead, the concern is about individuals not getting the most out of their 401(k) because of

excessive fees, incomplete understanding of 401(k) and retirement options, and bad advice.

Regarding the corrosive impact of fees, Bogle gives the example of a mutual fund that has a gross return
of 7 percent along with an annual fee of 2 percent. Over the course of 50 years of investing, that 2
percent fee removes 63 percent of the retirement funding that you could have earned. The same power
of compounding that drives home the importance of investing early also drives home the importance of

finding low fees.

The retirement fund industry may argue that low-fee, passively managed funds could not have earned
the 7 percent return in the first place, but it has been difficult for active funds to make that case based

on their relative performance to passive funds in recent years.

Regarding education and advice, Bogle notes that the recent Department of Labor rule that all financial
advisers must meet the fiduciary standard (putting the best interests of their clients first) is a step in the
right direction. However, it is up to individual investors to educate themselves and make the best

decision regarding fees — and too few people take advantage of readily available information.

THE TAKEAWAY
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on their relative performance to passive funds in recent years.

Regarding education and advice, Bogle notes that the recent Department of Labor rule that all financial
advisers must meet the fiduciary standard (putting the best interests of their clients first) is a step in the
right direction. However, it is up to individual investors to educate themselves and make the best

decision regarding fees — and too few people take advantage of readily available information.

THE TAKEAWAY

Bogle’s points on retirement crises are well taken, and it makes sense to consider them individually
because each crisis will require a different solution set. However, the common threads are
straightforward — accurate and objective assessment of the size of the problem, and the willingness to
take politically challenging steps to remedy them. In normal political times, that would be difficult; in

today’s climate, it borders on impossible.

Meanwhile, the solution to your individual retirement concerns is the same as the solution at the
national level: a solid, reasonable plan combined with the fiscal discipline to carry it out. You can’t
impose fiscal discipline on the government — wouldn’t it be nice if you could? — but you can impose it

on your own accounts.

Let the free MoneyTips Retirement Planner help you calculate when you can retire without jeopardizing

your lifestyle.
DON’T MISS

>>How much will Social Security pay you?

>>Get a My Social Security account

>>Are the government’s IOUs to Social Security really worthless?
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Social Security Recipients Will
Get Less than a $4 Increase next
Year

Millions of Social Security recipients and federal retirees
will get a 0.3% increase in monthly benefits next year, the
fifth year in a row that older Americans will have to settle

for historically low raises.

There was no increase this year. Next year’s benefit hike
will be small because inflation is low, driven in part by

lower fuel prices.

The federal government announced the cost-of-living
adjustment, or COLA, Tuesday morning. By law, the COLA
is based on a government measure of consumer prices.

The COLA affects more than 70 million people—about 1 in

oz xZ | wdwhy portfolio_incom.. | & - fl x 933AM

5 Americans.
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Low rates dontjust hurt retirees. They also penalize people of any age hoping to build up funds
for the future, and discourage rainy-day savings that could make U.S. consumers more resilient
1o job losses and other financial jolts. Americans net contributions to their financial assets,
such as bank and 401(k) accounts, amounted to 4% of disposable incorne in 2010, according to
the Fed. That's the lowest level since it began maintaining records in 1948—except for 2009,
when peaple actually pulled money out

By contrast, the Commerce Department’s

Ay Sal et s broader measure of personal saving has
loing St f o s cters oo a i £ tisen, to 5.8% of disposable income in 2010
e sttt At et fiom a low point of 1.4% in 2005. That's in
g A, felots large part because it counts reductions in
saom = persanal debt, such as mortgages and
i s credit-card balances, as savings. For

.., example, paying down a credit card with a
i B 20% interest rate is a better way to save
o . money than taking out  bank CD yielding

1%. But defaults, rather than saving, have
driven much of the decrease in deb.

View Full Image s

The financial strain is acute here in Port
Charlotte and neighboring Punta Gorda. Located on Florida's southern Gulf Coast, the area has
the nation's highest concentration of residents aged over B5. They live in disparate
circumstances, from trailer parks and low-income housing to high-end homes in Punta Gorda
Isles, a waterfront commurity on a point south of Charlotte Harbor

Among the lsles' relatively afluent residents, low interest rates present more of an annoyance
than a hardship. But many fret about their nest eggs, and some are frustrated with what they
see as policy makers' failure to appreciate the costs of stimulus efforts, even if they agree that
those eforts are necessary.

"It makes you kind of feel ike the forgotten generation,” says Roger Cohen, 3 B5-year-old who
retired to the Isles from Boston, where he headed a national coffee-senice company. He says
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FORTUNE

The average monthly Social Security payment is $1,238.
That translates into a monthly increase of less than $4 a
month.

More bad news for seniors: Medicare Part B premiums,
which are usually deducted from Social Security payments,
are expected to increase next year to the point in which they
will probably wipe out the entire COLA.

By law, the dollar increase in Medicare’s Part B premium
cannot exceed a beneficiary’s cost-of-living raise. That’s
known as the “hold harmless” provision, and it protects the
majority of Medicare recipients.

But another federal law says that the Part B premium must
raise enough money to cover one-fourth of expected
spending on doctors’ services. That means that a minority
of beneficiaries, including new enrollees and higher-income
people, have to shoulder the full increase. Their premiums
would jump.

Millicent Graves, a retired veterinary technician, says
Medicare and supplemental insurance premiums eat up
nearly a third of her $929 monthly Social Security
payment. And don't tell the 72-year-old from Williamsburg,
Va., that consumer prices aren’t going up. She says her
insurance premiums went up by $46.50 this year, and her
cable TV, Internet, and phone bill went up, too.

‘ (B Social Security Increase 201
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“I just lose and lose and lose and lose,” Graves said.

More than 60 million retirees, disabled workers, spouses
and children get Social Security benefits. The COLA also
affects benefits for about 4 million disabled veterans, 2.5
million federal retirees and their survivors, and more than
8 million people who get Supplemental Security Income,
the disability program for the poor. Many people who get
SSI also receive Social Security.

Since 2008, the COLA has been above 2% only once, in
2011 It’s been zero three times.

“This loss of anticipated retirement income compounds
every year, causing people to spend through retirement
savings far more quickly than planned,” said Mary Johnson
of the Senior Citizens League. “Over the course of a 25- or
30-year retirement, it reduces anticipated Social Security
income by tens of thousands of dollars.”

By law, the cost-of-living adjustment is based on the
Consumer Price Index for Urban Wage Earners and
Clerical Workers, or CPI-W, a broad measure of consumer
prices generated by the Bureau of Labor Statistics. It
measures price changes for food, housing, clothing,
transportation, energy, medical care, recreation and
education.

The COLA is calculated

L NYSEARCA:SPXL: 93

x3 | wa why_portfolio_incom.
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The COLA is calculated using the average CPI-W for July,
August and September. If prices go up, benefits go up. If

prices drop or stay flat, benefits stay the same.

The numbers for July and August suggest COLA of just
0.3%. The numbers for September are to be released
Tuesday.

Some advocates complain that the government’s measure
of inflation doesn’t reflect the costs many older Americans
face.

For example, gasoline prices have fallen by nearly 18% over
the past year, according to the August inflation report,
while the cost of medical care has gone up by more than
5%.

For seniors who don’t drive much, they don’t get the full
benefit of low gas prices, said Max Gulker, a senior research
fellow at the American Institute for Economic Research.
Many seniors, however, spend more of their income on
health care.

Graves said she appreciates lower gas prices, but she
doesn’t drive much.

“I just have to rely more each month on cashing in
investments,” Graves said. “I'm lucky I can do that.”

‘ (B Social Security Increase 201
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debate Issues we
deserve to hear about

Scott Hanson, co-CEO of Hanson McClain Advisors
2 Hours Ago
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COMMENTS Join the Discussion

There's a preventable crisis facing America, and yet neither of the

major-party candidates has said much, if anything, about it. To that
point, the words "retirement” and "Social Security” have not been stodian of
uttered in the first two presidential debates.

Let's see what happens in the final debate on Wednesday night.

The fast-approaching retirement crisis, and the fact that a majority of
Americans don't have nearly enough money saved for the future,
should be discussed by Hillary Clinton and Donald Trump. This final
debate should address what can be done about Social Security. What
about Medicare? And what can be done about the retirement savings
shortfall?

A little background: According to the Social Security Administration,
there are roughly 45 million retirees in America, and some 10,000
people over the age of 62 leave the workforce every single day. LEARN >
Figuring lifespans and attrition, at this rate, there will be more than 72 DLz
million retired Americans by 2030.
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‘And the vast majority of these people won't have nearly enough money
to support themselves through retirement.

According to a June 2016 study conducted by Vanguard, the average
401(k) plan balance is just $96,000, which is actually down from 2014,
when it was roughly $102,000. Couple this with the Social Security
insolvency predicted to occur, perhaps as early as 2032 or 2033, and it
becomes obvious that some serious changes are needed to avoid
disaster.

Of course, these things didn't seem all that frightening a few decades
ago. People were having more children (i.e., future taxpayers), and
lifespans were significantly shorter. But much has changed since the
1960s.

"Will either candidate put forward a plan to
shore up Social Security? There are several
ways to address the issue ... but none of these
is going to garner either candidate any
additional votes, so I'd be surprised to see it
addressed.”

First, the cost of living has skyrocketed. This is true across the board,
but it's especially true for health-care costs, which can consume as
much as 40 percent (or more) of a retiree’s budget. According to a
January 2013 study published in AARP magazine, even with Medicare
(more on this in a moment), a healthy 65-year old couple can expect to
spend $245,000 on health care over the duration of their retirement.

This savings shortfall is made more acute because people are living

much, much longer than onl O G @ @
American lifespan is now jug
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much, much longer than only a few decades ago. The average
American lifespan is now just under 80 for a woman, and about 75
years long for a man. Additionally, a healthy 65-year-old woman has a
25 percent chance to live to be 95, while a healthy 65-year old man has
roughly the same odds of living to be 89.

More from Advisor Insight:

Average retiree to see Social Security benefit drop
Turn retirement cash flow into your very own paycheck
How will Clinton or Trump affect your wallet?

And yet, this savings shortfall isn't someone else’s problem, because it
won't just impact those moving into retirement. Simply, we are all
going to have to care for this massive number of aging people who
clearly aren't going to have the resources to care for themselves.

Enter the government and this year's presidential election. With those
sobering statistics in mind, | want to discuss key topics that | would like
to see addressed during Sunday night's debate.

Will either candidate put forward a plan to shore up Social Security?
There are several ways to address the issue, such as increasing the
retirement age, reducing benefits, reducing benefits for wealthy
retirees and increasing payroll taxes on the current workforce, but
none of these is going to garner either candidate any additional votes,
so I'd be surprised to see it addressed.

Think about the state of Social Security, then consider that Medicare is
every bit as problematic. In fact, according to the Henry J. Kaiser
Family Foundation, the only government expenditures larger than
Medicare, which eats up roughly 15 percent of the total federal budget,
are Social Security and national defense.
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Retirees need health care, but costs are skyrocketing, there are more
retirees than ever, and we are living longer than ever before. But how
do we fix it?

Should retirees have to share a larger burden of their health-care costs,
or should the majority of the revenue come through payroll taxes? And
what about the report of rampant fraud impacting the system?

My guess is that Medicare will not be discussed in this final debate.

Pre-retirees don't have enough money saved, but what, if anything, can
be done to increase their nest eggs? There have been a number of
ideas tossed around over the years, such as increasing IRA
contributions to match those allowed for 401(k) plans (I'm a big fan of
this), mandating that employers automatically enroll workers in
retirement plans (some states have begun to do this) or offering even
greater tax incentives for those who save. But given that roughly one-
third of Americans have saved absolutely nothing for retirement,
clearly this topic may be the most difficult of all to solve.

Your Wealth:  Weekly advice on managing your money

Sign up to get Your Wealth

Job Industry V| Email (Required)

Get this delivered to your inbox, and more info about about our products and service.

Privacy Policy.

Given that we are living longer_healthier lives it mav he wise for most
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Given that we are living longer, healthier lives, it may be wise for most
of us to either delay retirement, or continue to work at least part-time.
What can the government do about it? Reset expectations, for one
thing.

The "gig economy” may not be ideal for younger workers who are
looking to save, but many people over the age of 65 stay involved and
earn money by working part-time, consulting or freelancing. I'd love to
hear Sunday's debate moderator ask if there are tax incentives that
could be put in place to encourage people to continue to work.

We tend to see debates as beauty contests, favorably scoring the best
quips or "gotcha” moments. But debates are an opportunity for us to
hear ideas straight from the candidates’ mouths, without any spin or
filter.

There are, obviously, numerous issues that need to be addressed, but
the preceding four are the questions I'd love to see asked, and, even
more importantly, see answered in an intelligent way.

— By Scott Hanson, co-CEO of Hanson McClain Advisors

SHOW COMMENT
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Half of American Baby Boomers Face a Frightening
Retirement Reality: But There's Worse News
Incoming

Low retirement savings is bad. But this is worse.

Michael Douglass (TMFEnterprise)
Nov 6, 2016 at 7:22AM

There are plenty of tough refirement facts out there. Social Security is facing tough times Move your
Pensions are on the decline. And, according to a recent survey, retirement savings are OI d 401 (k)
nowhere near where they need to be

According to the financial services company PWC's 2016 "Employee Financial Wellness

Of course, that number doesn't really tell you that much on its own. Millennials are included in ——

that number, and 77% of them have $100,000 or less in refirement savings. That's not so bad, il .Y
e i i

as Millennials have decades to save and invest their money, so a small account balance for
that group isn't so scary.

But here's what is frightening: Fifty percent of baby boomers also have $100,000 or less saved AUTHOR
for retirement

That's not even the worst news, though. According to the same PWC survey, 25% of baby
boomer workers have already taken money out of their retirement accounts for non-retirement
expenses. What's more, 36% think they'll need to pull money out of their retirement accounts

for non-retirement expenses in the future. Michael Douglass

(TMFEnterprise)
Let that sink in for a moment Deputy Managing Editor, Fool.com. | started in Healthcare, and
thatwill ahways be my firt love. Yol find me writng reguiary
Half of baby boomers have less than $100,000 in savings. A quarter of baby boomers are ‘about biotech, dividend stocks, and personal finance.
already tapping their retirement accounts to cover other expenses. And over a third think they'l
have to do so ARTICLE INFO

Nov 6, 2016 at 7:22AM

Investment Planning

Half of American Ba. L.} - 0l x 632AM
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Tough circumstances
Many baby boomers are backed up against a wall, with little time to save and put the stock

market's compounding magic to grow their nest egg. And can you really blame them?
e

MetLife estimates that almost 10 million adult children - most of whom are baby boomers -
are caregivers for their aging parents. That's expensive: In fact, MetLife estimates that these
caregivers have forfeited roughly $3 trilion in Social Security benefits, wages, and pension your E DG E

devices
payments for taking care of their parents. o IN HEDGING

Sync all WE PUT THE

On the flip side, 32% of young adults aged 18-34 are living with their parents. That's the first

time Pew has found a plurality of adult children in the U.S. living with their parents (the survey

dates back to 1880). Given continued high rates of unemployment and underemployment for

Millennials, their parents are doing their best to help -- something that comes with financial

consequences. 4 wic
Earn one of the nation’s

And don't forget the decline of the traditional pension plan system, which means that around highest savings rates.

18% of the private labor force is covered by a guaranteed benefit plan, down from 35% two 1 O Og/o

decades ago. That's left baby boomers - many of whom were raised on the expectation of a up

pension — stuck without time and without the resources to build up the savings needed to 70 Ne

Annual Percentage Yield

replace those pensions.

The medicine won't be easy, but there's sill time - and hope. CapifalOne

oppopoon

Two simple (but difficult) solutions

The first - and most obvious - solution is for baby boomers to work longer. It's the solution
that most cash-strapped baby boomers are planning to implement - 52%, according to the
PWC survey.

360 Money Market

It's easy to see why: It has a mulitude of financial benefits. These include more time to build
savings, less time to need savings (a shorter retirement period), and a greater annual Social
Security benefit (an 8% increase per vear that you delay taking Social Security from age 62
the earliest age you can claim -- to age 70). There are significant health benefits, too.

The key problem with this solution is that most current American retirees retired sooner than
they expected - and not by choice, either. And with a median retirement age of 62 (and often
litle savings), many were left without the option of delaying their Social Security payout.

Door No. 2 involves debt reduction. Twenty-three percent of baby boomers who plan to delay
retirement cited debt as a reason for their delay. And with 46% of the same generation
reporting that they consistently carry a balance on their credit cards (roughly one-third of whom
have trouble making their minimum payments), it's no wonder. Debt, after all, takes the power
of compounding and turns it against you - creating a situation in which the money you owe
keeps growing unless you take intentional steps to pay it all back

x3 | wa why_portfolio_incom.
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"It makes you kind of feel ike the forgotten generation,” says Roger Cohen, 3 B5-year-old who
retired to the Isles from Boston, where he headed a national coffee-senice company. He says
he supports the Fed's effots to stimulate the economy by lowering interest rates, bt *
a lot of folks who feel there's a lack of faimess.”

John Lehrman, a 70-year-old former hardware entrepreneur who lives on the other side of the golf
course from Mr. Cohen, has less sympathy for what he calls "those idicts in Washington, D.C."
He says he's keeping about B0% of his considerable investments in stocks, despite the shock
he suflered during the financial crisis. He hopes his returs in equities wil allow hir to live
without dipping into his capital

"That's why most of us are in the stock market, because there's no place else to go," he says,
noting that he would happily move into safer CDs if he could get a better rate. *I hope my assets
dont run out before | die.”

Mr. Lehman's taste for stocks goes against the traditional advice of financial planners, who urge
older Americans to keep a majority of their assets in relatively safe, fixed-income investments
But more retirees are getting into fiskier positions as they ty to avoid running out of money,
says Neil Kasanofksy,  financial adviser in Port Charlotte who has a largely elderly clientele

"The fear is palpable at this point in their lives.” he says. "Given the low level of interest rates,
you'e hard-pressed to tell someane to get into bonds or 10-year CDs."

To stay on track, even the wealthy are cutting back on some luxuries, such as golfclub
memberships. John Benande, a board mermber at the St. Andrews South Golf Club in the Isles,
said the club has scrambled to attract new mernbers s the number of people quitting each year
has increased sharply. The club charges an annual mermbership fee of about $4,000 for families

"You do spend money diferently, even if you have it." he says.

Sorme people in the Isles are in deeper trouble, says Marianne Principato, manager of the Port
Charlotte office of Consumer Debt Counseling Inc. In some cases, she says, fetirees took out

mortgages and ran up credit-card debt on the assurmption that their interest incorme would help
cover the payments. But then the payments on the debts went up, and their interest income fel
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Debt reduction is difficult, and there are no simple shortcuts. But we have a list of ways you ~
can wipe out your debt that should help you get started e
If you're a baby boomer without any debt, option three is to boost your savings rate. Also not Earn one of the nation’s
easy, but the first step is to think through budgeting. And there are a number of innovative highest savings rates.
ways you can reduce your spending. The money you save can be contributed toward a 401(k) %
(2016 limit. $24.000 for workers aged 50 and older) or an individual retirement account (2016 v,
limit: $6.500 for workers aged 50 and older) AnnualPecentag vied
CapitalOne
As a Vanguard client, you 360 Money Market

benefit from our low costs.

Here's what it all really comes down to
None of these solutions is necessarily a silver bullet by itself - but some combination can
hopefully help you improve your financial position so you have a better opportunity to get the
retirement you want. There's still time: Use it wisely.

Wealth experts reveal the cold, hard truth about retirement income
The facts will make your eyes water. In 2014, half of adults 65 or older eamed less than
$22,248 from all sources, including Social Security AND their investments. Which begs the
question: How can retired investors like you earn more income?

To help solve this urgent investor problem, one concerned financial planner — working
alongside the experts at Motley Fool Wealth Management — has just released a brand-new
report, “Your Refirement Paycheck: 6 Simple (and Smartl) Ways to Eam Income After You
Stop Working.” And your copy is 100% free today.

Inside this no-nonsense report, you'll discover the cold, hard truth about Social Security.
earning money from your home.... boosting your dividend income... and so much morel Don't
miss out on your FREE copy, including the simple ways you could earn more cash starting
ight now.

Click here for your copy of this eye-opening new report! v
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Why Your Retirement Savings
May Be a Pipe Dream
Published November 14,2016 | Retirement | FOXBusiness
Many people plan for retirement with the assumption that they will retire around age 65
and live to be 85 years old or so, leaving about 20 years to stretch out their retirement
savings. Sounds reasonable, right? Financial advisors, however, say people tend to
underestimate how long they will live and factoring in only 20 years may be a big mistake.
“I'would rather plan for you to live longer than to Reti L
plan for a shorter time period and run out of money ?tl rement .
during retirement,” says financial advisor Ara Mista kes Gui d e
Oghoorian, founder of ACap Asset Management.

“Once you retire, you are relying on your savings L
and investments to live off of and if there is a risk of
that income stream not being enough to last you | ’,ﬁfgfg;f;‘;
through your lifetime, it can putyou in a dire —
situation.”

Whether you have saved $50,000 or

Back in 1960, life expectancy in the United States $5,000,000 towards retirement,

. . download the guide written by the
was 69 years. Today, life expectancy has climbed to Financial Engines retirement experts.
T9years. People are living longer thanks to
improving medical treatments and healthier It's called “7 Retirement Mistakes
lifestyles. The National Institute on Aging expects you can'tafford to make”.
the 85-and-over population to soar more than 350
percent by 2050 and the number of people reaching (¥) Download My Free Guide

OnOurRadar  The COAL, hard truth! Can Trump really revive the industry? Read: https://t.co/LHJ4NgrasX https://t.co/nAaPamch.D

» EEEEEEE ™

oz x3 | wdwhy portfolio_incom...| @

Why Your Retirement Savings May Be a
Pipe Dream

Use Vanguard's interactive tool
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100 years of age will increase 10-fold. While hitting Financial
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100 years may seem like an unlikely feat, consider

that one in two women and one out of three men
now in their mid-50s will live to age 90 or older according to the Society of Actuaries.

Plan on Li

ng Longer
You may live much longer than you think.

Il & tf =90

People should consider the probability of
living to various ages rather than focusing
on one specific age when it comes to

setting up a retirement plan, says Ted
Goldman, an actuary and senior fellow at Foe Syt

the American Academy of Actuaries.

“People get confused with life

expectancy. They say ‘Oh I’'m planning to live until a certain age...85, 86, 87" and they do
that planning around that one number rather than thinking about longevity as a spectrum

of possible outcomes,” he says.

For example, a 30-year old woman in good health has more than a 70 percent chance to live
to age 85 and more than a 60 percent chance to live to 90 based on the Actuaries Longevity
Illustrator tool. Goldman says her retirement plan should factor in various possible
outcomes.

Oghoorian recommends that his clients
plan for an additional few years. “Add
another five more years to be on the safe

side. 1 don’t want someone to run out of

money when they are retiring versus 2 s
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Oghoorian recommends that his clients
plan for an additional few years. “Add
another five more years to be on the safe

side. 1 don’t want someone to run out of i

0%

money when they are retiring versus 3 £

. £ -

having extra money when they are 0.
retired,” he says. T l

Saving For a Longer
Life

Alonger life means growing your retirement nest egg to account for those extra years. “You

are going to have to save more if you are going to live five extra years than you had
planned. It means you better start saving earlier or more in order to accumulate enough
wealth to pick up those extra years,” Goldman says.

He adds the sooner people realize there is a good chance they will live longer and plan for it
financially, the better off they will be in retirement. He says younger people are in the best
position because they have more time to build up their savings.

Lifetime Income

In addition to saving more, longevity insurance may be another option for some people.
Longevity insurance is an annuity that guarantees a certain amount in income but benefits
are paid out later in life.

Goldman says one type of longevity coverage people may want to consider is a qualified

Trump really revive the industry? Read: https://t.co/LHJ4Ngra6X httpsy//t.co/nAaPImchJD
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Alonger life means growing your retirement nest egg to account for those extra years. “You
are going to have to save more if you are going to live five extra years than you had
planned. It means you better start saving earlier or more in order to accumulate enough

wealth to pick up those extra years,” Goldman says.

He adds the sooner people realize there is a good chance they will live longer and plan for it
financially, the better off they will be in retirement. He says younger people are in the best
position because they have more time to build up their savings.

Lifetime Income

In addition to saving more, longevity insurance may be another option for some people.
Longevity insurance is an annuity that guarantees a certain amount in income but benefits

are paid out later in life.

Goldman says one type of longevity coverage people may want to consider is a qualified
longevity annuity contract or QLAC. They are offered through IRAs, 401(k)s and other
retirement plans. Buyers can take part of their retirement savings to purchase a QLAC,
which begins paying out when the buyer reaches an advanced age, such as 85. The
contract guarantees a lifetime income stream regardless of how long the buyer lives and

also helps to potentially lower taxes.
Goldman says a QLAC is not as expensive as buying an immediate annuity and most

importantly, it provides a guaranteed lifetime income stream in case the buyer lives five to

15 years longer than anticipated.
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Sorme people in the Isles are in deeper trouble, says Marianne Principato, manager of the Port
Charlotte office of Consumer Debt Counseling Inc. In some cases, she says, fetirees took out

mortgages and ran up credit-card debt on the assurmption that their interest incorme would help
cover the payments. But then the payments on the debts went up, and their interest income fell

"They'e losing their investment incorne precisely at the time when they need it most,” she
says, noting that the area's older people tend to hide their troubles as long as they can. "People
are very prideful. s smal-town stuff*

The Cuhtural Center of Charlotte County, a sprawling, collection of buildings nestled among the
hospitals and housing complexes of central Port Charlotte, ofers a picture of how the less
fortunate are faring

The nonprofit center, which includes a cafeteria, gyrm, theater, thrit shop and space for
everything from incorne-tax preparation to crazy-hat bingo, gave refuge to hundreds when the
area suffered a direct hit from Hurricane Charlie in 2004. Now, its 50-cent coffees and §2
breakfasts are a lifeline for local seriors trying to get by

Donna Bartett, the center’s marketing manager, says trafic keeps increasing as more people
find thernselves short of money. In January and February, revenue at the cafeteria was up about
18% from the same period last year

Following a recent investment seminar at the center, Jim and Eileen Keller, a couple in their
mid60s, reviewed their finances. They had moved to the Port Charlotte area in search of a better
lifestyle after both took early retirement from a Michigan phane company. Lately, their financial
prospects have dimmed

i scared to death,” says Ms. Keler
leave our kids. That aint gonna happer

At one point we thought we'd have a little money to

The couple’s savings took a hit in the stock-market crash. And unless they can improve the
et on their remaining $200 000, they'e afraid they'l have to rely solely on Social Security

Ms. Keller says theyve been cutting their expenses as much s they can. She shops at the
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Ms. Keller says theyve been cutting their expenses as much s they can. She shops at the
cultural center's thrift shop instead of department stores. She tries not to spend more than §20
on any single quitting project, as opposed to the hundreds of dallars many of her ellow quilters
can spare. The couple avoids going to the movies

"It bothers me, because we did all the right things,” she says, noting that their $7,500 bank
account paid $4.84 in interest last year. "We weren frivolous. We saved our money. And still
we get hit ke this.”

Later that day, Mr. Yeager was tucking into lunch at the cafeteria, where he eats about three
times a week. Bom and raised in Indiana, he says he sewved in the signal corps under General
George S. Patton in World War Il and then spent 25 years working at Eastem Aifines in Miarni,
mostly as an airplane cleaner.

He says he retired in 1982 with ample savings, but he and his wife, Vivian, "lost our butt” in the
stock-market crash of 1987. After that, they stashed their savings mainly in bank CDs, which
yielded as much as 7% prior ta the financial crisis. His wife died of a heart attack shortly after
the 2004 hurricane,

Mr. Yeager says he's still betting on dying before his money runs out. He and a neighbor are
planning a tip to Las Vegas in May.

100 old to work," he says. "I don' think Im going to make it that far anyhow. "
Write to Mark Whitehouse at mark whitehouse@ws] com
MORE IN PERSONAL FINANCE »
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The Employee Benefits Research Institute (EBRI) has today Rick Ungar
released its report highlighting the intense state of insecurity \ coneribater
American workers are experiencing as they look forward— (
with ever increasing trepidation—to a retirement without \ a5 the titls fthe page suggests, Lara Forbes
sufficient money to see them through. \ 3 official token lsfty". However, writing from the
left of center’ should not be confused with
According to the data, American workers have very good writing for the left s Toften annoy progressives
§ just as much as I upset conservative thinkers. In
reason to be afraid. addition to the pages of Forbes.com, you can
find me every Saturday morning on your TV
Per the survey conducted by EBRI, 57 percent of American workers currently arguing with my more conservative colleagues
have less than $25,000 in total savings and investments (excluding the value 22 70rbeconToxion he Fou fovoenrork
of their homes) put aside for retirement. In 2008, that number was 49 serving as a liberal talking head on other Fox
percent. Asa result, almost 50 percent of the nation’s workers are either “not Wit Fers e N Eenlselions,
too confident” or “not at all confident” that they will have sufficient resources
to cover the bills in their retirement—while many who are feeling a bit better
about the future may just be kidding themselves. CK DN ARS POPULAR POSTE
9 W, 5 Who Is The Smallest Government Spender Since
What's more, it's getting worse every year. Eisenhower? Would You Believe It's Barack
Obama?
In 2009, 75 percent of the nation’s working class had managed to put b P Rt o (emareane Famlostoe Tt =
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care of them in a time of increasing prices and rising lifo expectancy. Today— P p—
just four years later—that number has fallen to just 66 percent of workers who Contribute Nothing To Public Employee
have been able to set something aside for their sunset years. IR
Romney Family Investment Ties To Voting
These dramatic numbers should come as a surprise to nobody as the statistics Machine Company That Could Decide The
. . ) Election Causing Concern
have long made clear how badly worker income has stagnated in America
" Ny Congress Passes Socialized Medicine and
since the 70's. Mandates Health Insurance-In 1798
As workers have increasingly struggled to pay their current bills, due to
employee earnings remaining static at a time where the high end of the MORE FROM RICK UNGAR
income scale rose to unprecedented heights, it has become all the more
difficult for these people to set aside money for their retirement. Further, the
decline of the private sector union movement and the end of the defined
benefit retirement plans that were once provided to workers s a part of their
employment package have only served to make the problem worse.
If you are somehow unaware of the historic stagnation in the wages paid to Who Just Made a Billion Dollars?
the American worker since the 70’s, these bullet points, compiled by the
Center on Budget and Policy Priorities and based on the Census survey and ’T
IRS income reports, should open your eyes: Our Real-Time Billionaires scoreboard tracks
the biggest holdings for 50 of the world’s
+ The years from the end of World War ITinto the 1970 were ones of substantial neliifesipeanlls )
econornic growth and broadly shared prosperity. Seaviiets mp & e g e
+ Incomes grew rapidly and at roughly the same rate up and down the income
ladder, roughly doubling in inflation-adjusted terms between the late 1940s and
early 1970s.
+ The income gap between those high up the income ladder and those in the middle
and lower rungs — while substantial — did not change much during this period.
+ Beginning in the 1970s, economic growth slowed and the income gap widened. |
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+ Income growth for households in the middle and lower parts of the distribution
slowed sharply, while incomes at the top continued to grow strongly.

+ The concentration of income at the very top of the distribution rose to levels last
seen more than 80 years ago (during the “Roaring Twenties”).

+ Wealth (the value of a household’s property and financial assets net of the value of
its debts) is much more highly concentrated than income, although the wealth data
do not show a dramatic increase in concentration at the very top the way the
income data do.

The point is further graphically made by the following CBO chart (click to
enlarge):

IncomeGans t the TopDwarf Those of Low: and Middi ncome Households
[ra————————
o
m—{— s
B e

— i

As for the availability of the retirement plans that were once provided in
return for years of service to one’s employer, the ERBI study notes that, in
1979, twenty-eight percent of American workers were the beneficiaries of
defined benefit programs which guaranteed them an income from the day
they retired until the day they died.

Today, that number is just 3 percent.

And then there is the decline of the private sector union movement that, in
1970, saw membership peak at 17 million Americans holding union
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cards. Today that number is just 7.2 million workers.

As all of these worker punishing factors began at roughly the same time as
millions of Americans who are now reaching the age of retirement would have
begun saving for their non-working years, should anyone be surprised that
the average American is now facing a longer retirement without anywhere
enough money to pay for it?

$till, what continues to amaze are the many Americans who will find
themselves facing true economic disaster as they enter retirement and yet
have, these many years, supported the policies of politicians that cheered the
income inequality that has created this crisis as somehow being the true
expression of American style capitalism. Worse still, these are the very
politicians who now seek to cut social security benefits—already insufficient to
cover the true costs of retirement—and Medicare.

Soon, millions of Americans will more fully understand the dreadful price to
be paid for having backed the wrong horse as the country is left to deal with a
serious senior crisis brought on by two generations of employers unwilling to
properly compensate workers for their contributions and public policies that

rewarded this greed.

You see, while Sarah Palin and friends were quick to declare legislation
designed to solve a serious social problem (yes, I'm talking about Obamacare)
as the coming of “death panels”, the frue death panels—the faceless men and
women who formulated the corporate greed policies that will send our seniors
into retirement completely unprepared—have been at work in America for
many years.

One of the greatest tragedies a decent society can experience is the
abandonment of its elderly. We have set the stage for that tragedy to play out
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properly compensate workers for their contributions and public policies that =

rewarded this greed.

You see, while Sarah Palin and friends were quick to declare legislation
designed to solve a serious social problem (yes, I'm talking about Obamacare)
as the coming of “death panels”, the frue death panels—the faceless men and
women who formulated the corporate greed policies that will send our seniors
into retirement completely unprepared—have been at work in America for
many years.

One of the greatest tragedies a decent society can experience is the
abandonment of its elderly. We have set the stage for that tragedy to play out
in America through policies that have denied millions the opportunity to
properly save for their retirement.

The question is, what will we do now?

Contact Rick at thepolicypage@gmail com and follow me on Twitter and
Facebook.

Also on Forbes:

See Also:

* Top Retirement Plans * Best Roth IRA Accounts

* Best Places to Retire * Retirement Annuities

* Retirement Planning Calculator + 401k Rollover Options

* Retirement Income Funds * Early Retirement Planning
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Retirement Crisis Enabled By
Financial Services Fibs

You ever wonder why some of the most
dire forecasts on retirement savings come
from companies selling financial products?

If you would have guessed fear and greed
— in that order — you would’ve smacked
the whac-a-mole squarely on the head.

There’s no question that Americans are
undersaving for retirement. Depending Whac-a-Mole (Photo credit: edenpictures)
upon the source, they are far behind where

they should be. According to Helaine Olen, FORBES blogger, financial
journalist and author of “Pound Foolish: Exposing the Dark Side of the
Personal Finance Industry,” it’s the purveyors of mutual funds, annuities and
money management who are aiding and abetting
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For the first time in living memory, it seems likely that living standards for those over the
age of 65 will begin to decline as compared to those who came before them—and that’s
without taking into account the possibility that Social Security benefits will be cut at some
point in the future. The culprit?...the 401(k), along with the other instruments of do-it-
yourself retirement.”

Why doesn’t DIY retirement work? Too little education and guidance on the
vagaries of the market and money management over time. Then there are the
fees extracted on everything from broker trades to target-date mutual funds,
even though money managers are doing almost nothing to deserve a higher
percentage of our wealth on an annual basis. Olen is not afraid to name
names in this whole charade, which puts some $500 billion in the industry’s
pocket every year:

* Target-Date Funds. Take the highly popular 401(k) offering of target date

funds. These investments are meant to take the work out of investing, and Lo e On o

grow gradually more conservative with time. Time will tell if this works for the c

investor, but it’s already clear it works quite well indeed for the financial

services industry. According to industry estimates, they generated $2 billion - John Wasik

in revenue in 2008, a number that is expected to increase to $13 billion by E Contributor

2018. ‘, W( v
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* Individual Retirement Account Fees. Well, the fees the industry earns on
IRAs puts the 401(k) money into the shade. Brokers not working in the best
interests of their clients make the vast majority of IRA investment

recommendations. Not only is this quite legal, the financial services industry
is actively fighting attempts by the Department of Labor to change the
situation, claiming it would not be able to afford to offer many low- and
middle-income investors advice under an enhanced standard of care.

* Variable Annuities. When the academic experts discuss the need for
Americans to consider purchasing annuities with their retirement savings so
they don’t run out of money, they are talking about immediate or deferred
annuities; that is a product that gives you a guaranteed stipend for life in
return for a one-time payment of money. But the products that make the big
money for insurance brokers are the infinitely more complicated variable and
equity-indexed annuities. These are stock-market based investments. They
come with multiple fees for consumers—and, high commissions for those
selling them.

All told, Olen concludes that the fees and overmarketing of these products has
impaired Americans’ ability to save long term.

1 speak and write about investor protection, money
management, health economics, ecology and social
issues. My latest book is "Keynes's Way to Wealth,"
a revealing look inside the successful portfolios of
the world's most famous economist. All told, I've
written 13 books including The Cul-de-Sac
Syndrome and iMoney: Profitable ETF Strategies
for Every Investor and write a column for
Reuters.com. I speak across the U.S. and my writing
also appears in the New York Times,
Morningstar.com and other national publications.
This blog delves into financial and social
deceptions.

The author is a Forbes contributor. The opinions expressed
are those of the writer.
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Americans to consider purchasing annuities with their retirement savings so
they don’t run out of money, they are talking about immediate or deferred
annuities; that is a product that gives you a guaranteed stipend for life in
return for a one-time payment of money. But the products that make the big
money for insurance brokers are the infinitely more complicated variable and
equity-indexed annuities. These are stock-market based investments. They
come with multiple fees for consumers—and, high commissions for those

selling them.

All told, Olen concludes that the fees and overmarketing of these products has
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impaired Americans’ ability to save long term.

The truth is this: the concept of a do-it-yourself retirement was a fraud. It was a fraud
because to expect people to save up enough money to see themselves through a 20- or 30-
year retirement was a dubious proposition in the best of circumstances. It was a fraud
because it allowed hustlers in the financial sector to prey on ordinary people with little
knowledge of sophisticated financial instruments and schemes. And it was a fraud because
the mainstream media, which increasingly relies on the advertising dollars of the personal

finance industry, sold expensive lies to an unsuspecting public.”

How to avoid this swindle? If you're working with an adviser, make sure that

they are a fiduciary and acting in your best interest.

deceptions.

The author is a Forbes contributor. The opinions expressed
are those of the writer.
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By STEVE VERNON / MONEYWATCH / August 7, 2013, 8:21 AM

Retirement planning in an
uncertain world

(MoneyWatch) It's understandable if your head starts to spin when you consider the
risks you face when planning your retirement. That's because you've got to take steps
to protect against most, if not all, of these risks:

-« living too long and outliving your financial resources (known as longevity risk)

- inflation eroding your purchasing power

- poor investment returns bunching up early in retirement (referred to as
"sequence of returns" risk)

= acting on expensive, biased and/or incompetent financial advice

= incurring expensive medical conditions and/or long-term care

= becoming less able to manage your finances when you get older

‘While a natural reaction to these threats might be to become paralyzed, do nothing
and hope you won't encounter them, I'd counsel against that -- that would be like
putting your head in the sand and hoping the risks won't find you. Hope is neither a
good nor effective strategy! You'll be much better prepared for your retirement if you
take steps to address these risks.

% Facing up to the risk of living too long
+ Finding Wall Street's pot of gold
+ Passive investors sow seeds of their own demise

Energizer, Ultimate Lithium

The world's longest-lasting

AA battery in high-tech devices.
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Another natural reaction would be to seek some certainty in this uncertain world. A 22303 views
lot of people just want to be told what to do by people they trust. The trouble is, that ) ~
trust is often misplaced 05 Powerball jackpot at $425M:

P ) Where's your best chance to

. . . . win?
Many gurus, fraudsters, unethical or incompetent advisors, and some financial 11828 views
institutions make a lot of money by "guaranteeing" certainty if you follow their
advice or buy their products. This helps explain a number of familiar financial
failures, such as the reason that Bernard Madoff's Ponzi scheme went undetected for
many years, the popularity of expensive hedge funds that don't deliver on their
promises, the prevalence of active fund managers who underperform common
indices, and the success of brokers who put their interests ahead of yours when
recommending investment or insurance products.
The desire for certainty also helps explain why we pay so much attention to forecasts
about the stock market, interest rates, inflation, and the economy in general.
Investing and retirement planning would be so much easier if you just knew how the i
stock market would perform or how long you'll live. But fellow CBS MoneyWatch pay .
. Nature: Penobscot River
bloggers Allan Roth and Larry Swedroe have repeatedly written about the
inaccuracies of these forecasts from "experts" who appear to be very smart, with
reams of computer data to support their claims.
Ads
If you truly understand the critical issues regarding investing and retirement 8% Annuity Return Today )
1 . d re h ith If m li h B Guaranteed Lifetime Income,Low Risk Free Guide
planning and you're honest with yourself, you'll realize that you can't guarantee & Analysis, Retire Safe o
certainty with all risks. Here's just one example: You might find an investment that's ~ www.AnnuityFriend.com/AnnuityGuide
reason.ably_ guaranteed to preserve capital, but that's also vulnerable to inflation risk, Weird Trick for Seniors
longevity risk and cognitive risk. See How You Can Add $1,000 to Your Social
Security Checks (Shocking)

So if certainty is impossible, how can you proceed without driving yourself crazy? Www.newsmax.com v
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The best way is to adopt the following two-step strategy:

= Step 1: Plan to support the life you want, using your best estimate of the future
regarding the economy, capital markets, your life expectancy and so on.
= Step 2: Be prepared in the event that your forecasts are wrong.

‘When you ignore one or both of these steps, the outcomes can range from
disappointing to devastating. Most often, people overlook the "prepare to be wrong"
step, and then have to drastically change their lives when the stock market or the
economy throws them a knuckleball. You only need to think back to the recent stock
market crash and high unemployment for examples of this scenario. But even this
step should be familiar to most readers, because it goes by such common names as
"have a plan B" or "save for a rainy day."

Another aspect of the "prepare to be wrong" step is to periodically revisit and revise
your estimates of the future, based upon events in both the economy and your life
that have taken place since your last forecast.

On the other hand, some people might dwell too much on things that can go wrong
and end up living in a cave, figuratively speaking, not enjoying life to the extent that
they might otherwise if they weren't so scared about the future.

Many people already use this two-step strategy in certain financial aspects of their
lives. For example, most people want and expect to live a long time, but they also buy
life insurance to provide for their family in the event that they're wrong -- that they
die prematurely. Similarly, most people plan to live in their house indefinitely and
don't expect that it will burn down tomorrow, but they also buy homeowners'
insurance in the event that their forecast is wrong and the house does burn down.

7% Annual Annuity Return

Get guaranteed lifetime income and reduced risks
to retirees all here.
AdvisorWorld.com/CompareAnnuities

Most Shared

The Search for the Dead:
Families of boys who died at
shuttered Dozier juvenile
detention facility seek answers
960 shares

New York photographer turns
strangers into friends
653 shares

Ariz. Hotshot widow Juliann
Ashcraft fighting for denied
benefits

431 shares

Cosmo Allegretti, "Captain
Kangaroo" character, dies at
86

392 shares

Lone Hotshot survivor gives

>

S 0 R





image30.png
O http://www.chsnews.com/8301-505146_162-57597036/retirement-planning-in-an-uncertain-world/

File Edit View Favorites Tools Help

Stay tuned for future posts that apply this two-part strategy to various aspects of
retirement planning and protecting against the risks listed at the beginning of this
post. You'll see that the only realistic certainty is that you can have a practical
strategy for living with life's uncertainties.

© 2013 CBS Interactive Inc.. All Rights Reserved.

Steve Vemon

ON TWITTER »

>> View all articles

For more than 35 years, consulting actuary Steve Vernon helped
large employers design and manage their retirement programs. Now
he's a Research Scholar for the Stanford Center on Longevity, where
he helps collect, direct, and disseminate research that will improve
the financial security of seniors. He also delivers retirement planning
workshops and has authored Money for Life: Turn Your IRA and 401
(k) Into a Lifetime Retirement Paycheck and Recession-Proof Your
Retirement Years.
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What Financial Planners Don't
Get About Retirement

2% Next Avenue, Contributor
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ur clients” portfolios?

El Start Vanguarding now
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By George H. Schofield, Ph.D., -
Next Avenue Contributor

Most Read on Forbes
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Two financial professionals sat across :P
from me at a recent breakfast R
meeting. After some polite chitchat, T - b | .
said: “Let’s cut to the chase. Why are ‘ l
we here?”

Next Avenue
Where grown-ups keep growing
Follow (53)

Next Avenue is a website from PBS stations
The younger one was taken aback by my directness. The older one was designed to inspire America’s booming 50+
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life possible. Join us online to discover and share
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planning for retirement?” I asked.

(MORE: Why Won’t We Use Financial Advisers?)

She raised her eyebrows. “Because of how old you
are and that’s what we all dream about,” she said.
“Retirement. No work. Lots of leisure time. And it
will take money to be able to afford it. That requires
retirement financial planning.”

An Outdated View of Retirement

Clearly, they hadn’t done their homework on this
potential client.

Yes, I'm 65. But I'm happily self-employed and
make no secret of my intention to work for the next
30 years. Plenty of people in my age group, plus or
minus 15 years, don’t plan to ever stop working
either — and are thrilled about it.

These planners didn’t seem to understand that, for
many people like me, the notion of a traditional
retirement (when you stop working altogether and

+ show more
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Important Thing
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@ Richard Eisenberg
Contributor

// N
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live off a pension or savings) is history. Here’s why:

(MORE: How to Find a Financial Adviser Who’s
Right For You)

Many of us either don’t want to stop working
or can’t afford to do so. Some 40% of boomers
say they plan to work until they die, according to
AARP. The Employee Benefit Retirement Institute
says nearly half of Americans (46%) have less than
$10,000 saved for retirement.

Even those who’ve saved a lot for retirement
may find that “a lot” won’t be enough. A
recent New York Times article on whether $1
million is enough to retire noted that a couple
retiring this year at age 65 with $1 million invested
in municipal bonds face a 72% probability that
they’ll exhaust that money before they die,
assuming they withdraw 4% a year, adjusted for
inflation — the standard rule of thumb used by
many advisers.

Video

A
DJ Wars

Real-Time
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Forbes

Scan the latest news and
headlines in a single stream.

Get ahead of the pack here »
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Kern( Hannon
A Contributor Interest rates for savers are too

low. Traditional, “safe” investments, like bank CDs
and bonds, aren’t offering meaningful yields these
days, even though rates have been climbing a bit lately.

‘We’re living longer, so our money needs to last for more years than
in the past. The average 65-year-old woman will live to 86; for men, it’s 84.
One out of 10 people who are 65 today will live to be 95.

So here’s what I ultimately said to the two financial advisers: “You've come to
sell me something I don’t want. Why not sell me something I do want?
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What I want, I explained, is financial planning as one component of an
integrated, ambitious, adaptable life plan that will take me from my mid-60s
into my early 9os.

They were skeptical, but intrigued. A little baffled, too. I don’t think they’d
ever heard this from anyone before.

So I spelled out to them my five rules of advice for people in their 50s and 60s
who are trying to sort out the next phase of their lives. Maybe this guidance
will be helpful to you:

1. Take a long, hard look at your life as it is right now. Where are you
in terms of the energy, creativity, relationships and interests that can carry
you to your goth birthday?

2. And take a long, hard look at your health, too. Are you taking steps
to sustain your physical and cognitive well-being? By that I mean are you
exercising enough, maintaining a healthy diet and adhering to the proper
doses of your medications?

Sound out health care professionals — your physician, at the very least —
when making your assessment.
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3. Be honest about your finances. Do you have enough assets and
liquidity or will you need additional income streams to carry you through
your coming years?

Ask yourself whether you can reduce your spending and still maintain the
quality of life you want.

Hire a wise money adviser who does get the “new retirement” when you
evaluate your financial situation. The faster you can put a well-thought-out
financial plan in motion to match your goals and dreams, the better.

4. Decide who you want to be in the future. Figure out what it will take
to transition from the “current you” to the “next you.” You can get started by
reading my earlier Next Avenue article, “The 5 Abilities You Need to Master
After 50,” which discusses, among other things, the importance of finding
meaning in life and being comfortable making informed choices as
circumstances change.

Keep all of your best attitudes and behaviors; jettison the rest.

5. Take more active responsibility for your life. For years, many of us

did things and made decisions based on our kids, work and spouse or partner.
But now that our children are out of the house (generally), work is winding
& Libraries
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But now that our children are out of the house (generally), work is winding
down and there’s a decent possibility that we’ll become single one day, we
may now need to become the most important people in our lives.

‘What the Financial Advisers Learned
As for the breakfast meeting, we ended on a high note.

No, the advisers didn’t get my business. But they left with a great new idea for
their business: Throw out stale assumptions about retirement and recognize
that financial planning should support a life plan, not the other way around.

George H. Schofield, Ph.D., is a business consultant, speaker and professor,
specializing in organizational psychology and career development. He is a
former vice president for the Bank of America, a board member of several
nonprofits and author of After 50 It’s Up to Us: Developing the Skills and
Agility We'll Need.

Like this article? Sign up for Next Avenue’s weekly newsletter to
get more fascinating articles and blogs about work, finance and
lifestyle issues geared to a 50+ audience.

More from Next Avenue:
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by MICHAELEEN DOUCLEFF

August 29, 2013 2:41 PM

Worrying about finances can tax the brain just as much as staying up all night.

Worrying about finances can tax the brain just as much as staying up all night.

lllustration by Katherine Streeter for NPR

There's no question that dealing with mortgages, car payments and other bills takes up time
and energy. But having a tight budget may also zap our ability to think clearly, scientists report NPR thanks our sponsors Become an NPR sponsor
Thursday in the journal Science.

In a series of clever experiments involving farmers in India and shoppers in New Jersey,
scientists found that people are worse at solving puzzles — similar to those on the 1Q test —
when they're first reminded of money problems.

- More From Shots -

S Health News

"Financial constraints capture a lot of your attention," says Eldar Shafir, a psychologist at

Princeton University, who helped lead the study. "Then there's less bandwidth left to solve support comes

problems. Your cognitive ability starts to slow down, just like a computer." Study: Price Shocks On ) v
Health Exchanges

i Libraries > L - M) > 912PM
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And the effect is big. After a quick reminder about money issues, people's performance on the A
puzzles drops down by at least a quarter — or approximately the same mental hit a person

takes after staying up all night. More From Shots -

Health News
Shots - Health News In the study, Shafir and his colleagues approached people
Teachers’ Expectations Can at a shopping mall in Lawrenceville, N.J., and asked them
Influence How Students
Perform how much money they earn. "We had a pretty good
selection of middle-to-low income Americans," Shafir tells Study: Price Shocks On
8= snots-Healt News Shots. The lowest salaries were about $20,000 and the gealth EUXCI}}]?:“lgES
_®  If You Think You're Good At average was about $70,000. ppear Uniikely
—?_, Multitasking, You Probably
Aren't

Before the participants started the puzzles, they answered
a question about money: "A person's car breaks down, P

and they need X dollars to fix it. Tell me what are the g:isBSay Unbanked
uy Insurance

options they have available?" With Prepaid Debit
Cards

£

a

People with lower incomes did just as well on the tests as those with higher salaries when the
amount of money required to fix the car was low, like $100. But when the scientists raised the
amount to $1,500, the less affluent participants performed worse on the puzzles.

Comments Help Explain Memory
Loss In Old Age

“ A Single Protein May
"The money question tickles that part of the brain that has to do with your own finances," says -
Sendhil Mullainathan, an economist at Harvard University who also led the study. "Then you
start thinking, 'Gee, how | am going to pay rent this month?' " And that interferes with your

ability to think through a problem, he says. support comes
from More From Shots - Health News >

The team found a similar trend with farmers in southern India, who get paid only once per
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year. Right before the sugarcane harvest, the farmers are financially strained. Immediately
afterward, they're flush again. It turns out that just before harvest, the farmers performed
worse on the IQ puzzles than they did after receiving their money.

"If you just look on paper at their income, these people [in New Jersey and India] aren't in
poverty," Mullainathan says. "But they're financially stretched. The mechanism that we're
looking at is more about being financially stretched than in poverty."

About half of Americans fall into this category, Mullainathan says. People are worried each
month about getting all the bills paid.

Just realizing the effect exists could help people to counter it, he says. "If you're making a
decision that actually requires you to sit down and think, you should probably wait until your
mind isn't taxed by financial problems," he says.

Mullainathan and Safir say the study's findings could have broader implications. "There's an
ongoing, heavy debate about why it's difficult for the poor to get out of poverty," Safir says.
"We're giving a new perspective to that question."

In many instances, it's not that the poor aren't as smart or capable of planning compared as
richer people, he says. Rather, being poor takes up more mental capacity. "When the poor
focus on something, they manage their dollar better than the rich do, " Shafir says. "But while
they're doing that very well, they have less attention to focus on other things."

psychological research  mental health global health

poverty

support comes
from

More From Shots -
Health News

Study: Price Shocks On
Health Exchanges
Appear Unlikely

Feds Say "Unbanked'

Can Buy Insurance

With Prepaid Debit a
Cards

A Single Protein May
Help Explain Memory
Loss In Old Age
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image41.png
]
Sa!

e @ hitp:/fwww.reuters com/artide/2013/08/29/us-poverty-brain-id US BRES7S10W20130829 - B
File Edit View Favorites Tools Help

&= Study finds poverty reduces brain power :
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ON AGREAT SELEGTION.__ By Kate Kelland

OF H DTV - LONDON | Thu Aug 29, 2013 2:01pm EDT
| (Reuters) - Poverty and the all-consuming fretting [ share 13

that comes with it require so much mental energy Share this

that the poor have little brain power left to devote to

| Email
other areas of life, according to the findings of an & Prnt
international study published on Thursday.
Follow Reuters Related Topics

The mental strain could be costing poor people up to 13 1Q (intelligence

n quotient) points and means they are more likely to make mistakes and bad Health »

Facebook Twitter RSS YouTube decisions that amplify and perpetuate their financial woes, researchers

found.

"Our results suggest that when you are poor, money is not the only thing in short supply. Cognitive
RECOMMENDED VIDEO Lo o . . :
capacity is also stretched thin," said Harvard economist Sendhil Mullainathan, part of an
international team that conducted the study.
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1n a series of experiments, researchers from Harvard, Princeton and other universities in North
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America and from Britain's University of Warwick found that pressing financial worries had an
immediate impact on poor people's ability to perform well in cognitive and logic tests.

Far from signaling that poor people are stupid, the results suggest those living on a tight budget
have their effective brain power, or what the researchers called "mental bandwidth", dramatically
limited by the stress of making ends meet.

On average, someone weighed down by money woes showed a drop in cognitive function in one
part of the study that was comparable to a 13 point dip in 1Q, and similar to the performance deficit
expected from someone who has missed a whole night's sleep.

"Previous views of poverty have blamed (it) on personal failings, on an environment that is not
conducive to success," said Jiaying Zhao, an assistant professor of psychology at the University of
British Columbia in Canada.

"We are arguing that the lack of financial resources itself can lead to impaired cognitive function,"
she said.

Eldar Shafir, a professor of psychology and public affairs at Princeton who worked on the research
team, said it was not stress in general, but financial worries in particular, that led to a reduced ability
to make sound decisions.

"The poor are often highly effective at focusing on and dealing with pressing problems," he said.
"But they don't have leftover bandwidth to devote to other tasks.

*So, if you live in poverty, yoi
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a way out." A
The researchers studied two very different groups - shoppers at a mall in New Jersey in the United
States, and sugar cane farmers in rural India.
In the mall study, they gathered dozens of low and middle-income shoppers and subjected them to
a battery of tests to measure I1Q and impulse control.
Half of the participants were first asked to think about what they would do if their car broke down
and the repair cost $1,500 - designed to kick off worries about money. It was among these people
that performance dipped significantly.
In India, the researchers found that farmers had diminished cognitive performance before getting
paid for their harvest compared to afterwards, when their coffers have been replenished.
"One month after the harvest, they're pretty rich, but the month before - when the money has run
out - they're pretty poor," Mullainathan said in a report of the research, which was published on
Thursday in the journal Science.
"What we see is that IQ goes up, (when they are rich)... errors go way down, and response times go
way down."
He said the effect in India was about two-thirds the size of the effect in the mall study - equal to
around nine or 10 IQ points difference from one month to the next.
(Editing by Mark Trevelyan) v
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Advisors may say they're comfortable developing retirement income strategies -- but
none seem to agree on the right way to create an income stream.

Slide Shows ALLVIDEOS | SLIDE

That's one of the key findings of the latest Financial Professional Outlook survey from Russell Investments, released
Thursday. "Nearly all respondents said they would like something to help them," the report concluded.

The survey also suggested there was "no clear consensus on a best practice” for evaluating and measuring success,
with answers split between preservation of principal after distribution (34%), a portfolio that maintains a projected rate
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of return (20%), net present value of projected assets vs. liabilities (15%) and various other options. ‘ " = 2

"A lot of people are looking for the right solution," says Rod Greenshields, consulting director for Russell's advisor-sold
products and author of this quarter's survey. "That old classic -- the widow that has the pension plan, and the GE stock
dividends -- no one looks like that anymore."

The combination of demographic shifts -- with boomer clients entering retirement -- and broader economic trends, LISTS
including market volatility and the increasingly difficult search for yield, has increased the challenge for advisors, he Top Retirement Destinations Overseas
says.

'FUNDED RATIOS'

Because Russell has a background in advising pension funds, Related Content

Greenshields says, the company has been looking for ways to
Advisors: What to Watch for From

apply that knowledge to its practice management offerings for
Washington

Guides &
Supplements

advisors. He suggests using the concept of "funded ratios,"
which compare assets against a client's liabilities -- including Advisors' Biggest Annuity Worries

"spending goals, how long you'll live, the economic environment”
P A Related Resources





image1.png
(=]
(5 DK
()& @ nhttpy/wallstreetpit.com/112561-social-security-coming-crash-boomers/?google_editors_picks=true ~-00 ‘e;mget Social Security's Co.. % ‘ ‘ Ak L

File Edit View Favorites Tools Help

Forget Social Security’s Coming Crash: Here’s Opening an account is easy. A
What's Keeping Boomers Up at Night -
While many Americans consider preparing for retirement a top priority, most of them are actually
unprepared for the eventuality. You can apply online at,
https://apply.scottrade.com/
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forward to because it's practically one’s perpetual vacation. So how come the thought of © December 21,2016
retirement brings up feelings of fear and apprehension in many?
Based on the results of a recent online survey on retirement preparedness conducted by Harris The Population Time-Bomb: Is There A
Poll on behalf of Prudential Investments, the top 3 financial priorities of retirees are: Quick Fix?
© December21,2016
1. Having enough money to maintain lifestyle throughout retirement
2. Not running out of money in retirement
3. Affording medical/ health care &}TMI > X
And yet, even when it's clear what their priorities are, it seems their conviction to reach those .
goals was not nearly enough to drive them to decisive action when they still had the time. So now
that they are already in their retirement years, their perceived shortcomings have become clearer
too.
v
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A more positive finding from the survey was a drop in the Investors’ Portfolios and Retirement Plans

Such ratios are a "laser-sharp communication tool for advisors to

An affiliate of Wells Fargo & Company

use with investors," he adds, saying they also help advisors

number of clients with unrealistic retirement income Sign up to customize your

expectations. Advisors reported that 37% of clients were fuzzy on their retirement income prospects -- a drop from Financial Planning experience
46% in June 2012.

OTHER FINDINGS VIEW PAST |

Current Issue

The report, which surveyed 321 financial advisors across a range of channels, also looked more broadly at other

The October Issue is now
online!
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VIEW DIGITAL EDITION

advisor activities. Among its other findings:

« Advisors think they are far more upbeat than their clients: 83% are optimistic about the capital markets
over the coming three years, while only 31% say their clients are optimistic. That's both odd and persistent,

says Greenshields, but may simply be because advisors are more focused on actual market performance,
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questions focus on market movement, government policy and portfolio performance. Contrast that with advisor- Listen to and download podcasts fro|
the Women Advisors Forum events)

over the coming three years, while only 31% say their clients are optimistic. That's both odd and persistent,
says Greenshields, but may simply be because advisors are more focused on actual market performance,
while clients get distracted by other negative news. "The year-to-date performance of the market is 22%," says
Greenshields, citing the Russell 1000 -- "but if you ask investors how the market is doing, they'll probably say

mediocre to bad."

Your clients worry about the wrong things. A question on client conversations finds that clients' top three

driven conversations, which center on rebalancing, portfolio performance and running out of money in

retirement. Advisors can add value by helping steer clients to issues they have control over, Greenshields Sponsored by RAYMOND JAMES®

says. "Engage in those conversations, but don't get stuck there," he cautions. "Listen, but then fairly quickly
reposition: Here's what we're going to do about that."

Read more:

« 5 Ways to Boost Retirement Income -l

« Advisors' Biggest Annuity Worries
+ Longer Lives, Higher Costs: Is Your Firm Ready? ANAEDIC ANI
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So why aren't retirement plans typically an all-
encompassing solution to see us through our
retirement years?

Here are 10 reasons :

1. Most plans aren't designed to provide
sustainable retirement income

There's a major disconnect when it comes to IRS
-blessed retirement plan choices and our
retirement funding needs. During our working
years, we pay our expenses from employment
income. When we retire, we still require a
dependable, sustainable source of income to
cover our expenses. Unfortunately, with the
exception of one type of plan, that is, a defined
benefit plan, the majority of retirement plan types
today aren't designed to provide us with lifetime
income.
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today, all other retirement plans are defined
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various publications, includil
The Wall Street Journal,
Yahoo! Personal Finance,
InvestmentNews, Financial
Advisor Magazine,
Bankrate.com, AnnuityNews,
Wells Fargo Small Business
Roundup Newsletter, and
Wealth Manager Magazine.
Bob can be reached via his
website, Retirement Income
Center, LinkedIn and Twitter:

@IncomePlanner.
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Fixed-index annuities as
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Have you planned for
these 7 tax law changes?

Stock market gains aren’t
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S e e -
and bonuses, IRS-defined annual contribution
limits, employee contribution percentages or
amounts, employer matching contributions,
investment choices, investment performance,
loans, loan repayments, and potential transfers
from other 401(k) and IRA plans.

3. Lack of uniform contribution amounts

Assuming that you're a participant in a defined
contribution plan, there's no uniform allowable
annual contribution amount. The amount of
contribution that your employer or you may make
to your plan is dependent upon the type of plan.

SEP-IRA, 401(k), and 403(b) plans enjoy the
highest employer contribution limits. Employers
may contribute up to 25% of participant's
compensation, or $51,000, whichever is less,
with 401(k) and 403(b) plan contributions
reduced by employee contributions. Employees
may contribute up to $17,500 or $23,000 if age
50 or older to 401(k), 403(b), and 457 plans, and
up to $5,500 or $6,500 if age 50 or older to SEP-
IRA's.
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IRA's fall on the opposite end of the spectrum,
with a contribution limit of $5,500 or $6,500 if
age 50 or older. These limits apply to
contributory and Roth IRA's. SIMPLE plans,
which aren't common, fall in the middle, with a
maximum allowable contribution of $12,000 or
$14,500 if age 50 or older.

4. Limited allowable contribution amounts

In addition to lack of uniformity, your ability to
fund your retirement solely with defined
contribution plans is further constrained by the
contribution limits of the type of plan(s) in which
you participate. If you're not self-employed or if
your employer doesn't offer a 401(k), 403(b),
457, or SIMPLE plan, your default retirement
plan choice is a traditional IRA unless your
income is less than specified levels ($112,000 if
single or $178,000 if married filing joint), then
you may choose instead to contribute to a Roth
IRA.

Even if you make maximum contributions to a
retirement plan year after year, it can be difficult
to accumulate a sufficient nest egg to cover your
retirement needs. With current contribution limits
of $5,500 or $6,500 if age 50 or older for both
traditional and Roth IRA's, you will be challenged
to accumulate sufficient funds to match your
expense needs for the duration of your
retirement if this is your only retirement plan
option during your working years.
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president of Retirement Income
Center, a retirement income
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Newport Beach, Calif. The firm
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conservative income
management strategies in
addition to offering traditional
investment management
services designed to help
clients achieve their retirement
income planning goals. Bob is
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Robert Klein, CPA, which he
founded in 1989. In addition,
he is the writer and publisher of
Retirement Income Visions, a
weekly blog featuring
innovative strategies for
creating and o
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5. Real value of retirement plans is
insufficient to cover retirement expenses

When doing retirement
income planning, you
need to calculate the
real value of your
projected assets. This
is especially important
when it comes to
retirement plans. The
real value of an asset
is its nominal or stated value, reduced by income
taxes and inflation. The best way to illustrate this
concept is with an example.

Brian Kinney/Shutterstock
Where did it all go?

Let's assume that your employer doesn't offer a
401(k) plan. You decide to invest in a traditional
IRA. In a best-case scenario, assuming that
you're 25 years old today, you make maximum
allowable contributions on Jan. 1 each year until
age 65, contribution limits increase by $500
every five y d r IRA earns 4% each
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Aside from their top priorities, the survey also revealed what retirees wished they could have

done to be better prepared for their retirement days. They wished they had saved more; started 2
saving earlier; retired later; invested more aggressively; or consulted a financial advisor. The
thinking goes, had they fulfilled at least one of these goals, maybe they'd feel more secure in their
status and less fearful of what might happen.
The question is — can anyone really be assured that his/her retirement will go smoothly? After all
everything, including government regulations, interest rates, stocks, bond yields, social security
benefits etc are always changing and flactuating and never in a static mode: The 4
But then, some things have remained the same too. Yes, we now have robotics, Al (Artificial Worst
Intelligence) and even gene manipulation. But many diseases which have been there since the
beginning are still here — still far from being completely understood, and even farther from being Blood
prevented and treated successfully. P
ressure
Boomers’ Biggest Retirement Fear Dru s
So who's to say given the illogical and downwright scandalous healthcare prices that 1 million or 9
2 million bucks will be enough to get one by, especially when today’s technology is encouraging a )
lifestyle that's more sedentary and generally unhealthier? Plus, we're facing the consequences of Click Here To
climate change too, so the air we breathe, to put it diplomatically, is not as clean, and our weather Learn More
has become more erratic as well
bloodpressuresolution.com
It's no wonder that the fear of becoming sick and not being able to afford medical expenses is
common among the retired, and not so much with those still working because their focus is still
on saving and earning enough to make ends meet or if lucky, cover their monthly expenses. MARKETS
What can make the situation even worse is the fact that because they're already retired, the sov a5 o soos
retirees no longer have the chance to catch up or further increase their retirement funds. Heck,
even if you are young and healthy you don't stand much of a chance of catching up in today’s Nikkel 10427.67 sz 0%
society. But getting back to the retirees issue, unless they have outperforming investments that Uk 706817 +449 +0.06%
will keep compounding, only then the retired crowd may feel financially secure. We also shouldn't
! France 43950 w05 0%
forget that finances are only one part of the equation here as one's health condition plays an
important role too. If a retiree only has a certain amount in his/her retirement fund, and he/she Germany 1144993 617 -0.05%
gets sick with a disease that will deplete his/her funds in a hurry, a common scenario of our
healthcare system, then that will be it. It's important to also note, that sometimes it is not even
the disease that kills someone; it's the thought and fear of how one is going to pay for treatments ~ ™*/$® 108 | 002 s
they can not afford that can kill faster. Gap/usD 122 ooms amw
Fear of the unknown is understandable, so being prepared is always better than just winging it crosuso o7 | soms s
and hoping for the best. We all need to work if we want the reward of being able to retire in a AUD/UsD o716 o0ve  Osen
relative or so-so comfort. But, and knock wood here, if we get sick, then we'll just have to deal
with it when it happens. It's been said enough ~ life’s too short. And it will become shorter and
. : o s o oo
miserable if we focus on ‘what ifs’
GadaFuc 113280 w00 s
For those who are already retired, they can't do anything right now but accept what they have
and enjoy what they can. But for those who are still in their working years, they still have time to
listen and heed the advice of those who know better: Work hard. Save more (easier said than EDITOR'S PICKS
done). Invest wisely. Live healthy. Make smart choices. Give yourself time to rest and relax. Enjoy
ffe. Us rsal Basic Income: Not Just An Idea But A
Everyone will have to retire eventually. The choice to make your golden years a fearful or blissful ~ Feasible 5"'“‘[‘[‘ y

experience is entirely up to you. © Decen

rtfolio_incom.
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Bob can be reached via his
website, Retirement Income
Center, LinkedIn and Twitter:
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6. Most people don't contribute enough How to choose a health-care plan »
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income planning goals. Bob is
also the sole proprietor of
Robert Klein, CPA, which he
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7. Most people don't start early enough

Retirement planning
isn't a priority for most
people in their 20s and
30s. This is the time
when other financial
goals take
precedence, including
buying a first house
and saving for
children's education. Consequently, even when
401(k) plans are offered, many younger
employees make minimal contributions or
choose not to participate. This is common
despite the tax deduction available for non-Roth
401(k) plan contributions.

Enlarge Image
lenetstan/shutterstock

Retirement or new shoes?

- 5 reasons not to contribute to your 401(k)

8. Number of funding vs. retirement years

Many individuals are going to be spending as
many, if not more, years in retirement than the

ﬂ won’t cut
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et N e, years of contribution funding, this isn't the norm.
Wealth Manager Magazine. In order to achieve this milestone, there are
Bob can be reached via his several hurdles that you must overcome. For
e, A e e starters, you need to be employed for 41 years.

Center, LinkedIn and Twitter:

.
@IncomePlanner. If you're an employee, your employer needs to

offer a retirement plan or you need to open a
traditional or Roth IRA account. If you're self-
employed, you need to open a SEP-IRA,
traditional IRA, or Roth IRA account. Finally,
contributions must be made to your plan each
and every year.
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About Robert

Robert Klein, CPA, PFS,
CFP®, RICP®, CLTC, MBA,
MST is the founder and
president of Retirement Income
Center, a retirement income
planning firm located in
Newport Beach, Calif. The firm
specializes in innovative,
conservative income
management strategies in
addition to offering traditional
investment management
services designed to help
clients achieve their retirement
income planning goals. Bob is
also the sole proprietor of
Robert Klein, CPA, which he
founded in 1989. In addition,
he is the writer and publisher of
Retirement Income Visions, a
weekly blog featuring
innovative strategies for
creating and opti ing
retirement income, and
previously wrote and published
Financially InKlein'd. Bob has
been quoted and featured in
various publications, including

9. Retirement plan investing is disrupted in
down markets

As is well-known and
well-documented, our
emotions override
logic when it comes to
= investing. People get
=== scared in down
markets and do the
opposite of what they
should be doing.
Retirement plan investing is no exception. Even
though the stock market is on sale in a bear
market, it isn't unusual for investors to do two
things that disrupt their retirement planning.

justasc/shutterstock
Just another day on Wall Street.

The first thing is reducing or suspending
retirement plan contributions. The second thing
many retirement plan investors do in down
markets is changing their standard investment
allocation by transferring funds and/or changing
future allocations from equities to fixed income
and money-market funds.

Both events typically result in less retirement
funds than if nei ese two actions were

\ﬁoh’t cutriit )
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taken and instead the status quo was

The Wall Street Journal,
Yahoo! Personal Finance,
InvestmentNews, Financial
Advisor Magazine,
Bankrate.com, AnnuityNews,
Wells Fargo Small Business
Roundup Newsletter, and
Wealth Manager Magazine.
Bob can be reached via his
website, Retirement Income
Center, LinkedIn and Twitter:

@IncomePlanner.
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maintained.
10. Premature withdrawals

Retirement plan funds are sacred. With their tax-
deferred or tax-free status in the case of Roth
IRA's, they're generally, although not always, the
last source of funds that should be tapped. Any
time that funds are withdrawn from retirement
plans when there are other assets available is a
potential lost opportunity to further grow those
assets on a tax-deferred or tax-free basis. This is
true unless the withdrawal must be made as is
the case with a required minimum distribution, or
"RMD," or if the withdrawal can be made without
incurring any, or minimal, income tax liability.

To the extent that the withdrawal is made before
age 59 1/2, with some exceptions, an IRS
premature withdrawal penalty of 10% will be
assessed on either the value of the funds
withdrawn or the earnings, depending upon the
availability of a tax deduction for contributions to
the plan.

Another type of premature withdrawal, although
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it isn't usually thought of as such, is an
outstanding loan from a 401(k) plan upon
termination of employment. Let's suppose that
you borrow $40,000 from your 401(k) plan and
two years later your employment is terminated
when there's a loan balance of $25,000. This
amount will be reported to you as taxable income
in the year you leave your company. Had you
remained with your company, you would have
continued to repay your loan and your 401(k)
plan assets would continue growing by the
repaid amount. Since this wasn't the case, you
will end up with less retirement funds in addition
to a potential tax liability on your unpaid loan
amount.

As you can see, although retirement plans are a
wonderful thing, there are numerous obstacles
preventing them from being an all-encompassing
solution to see us through our retirement years in
most situations. Retirement plans typically need
to be supplemented by other sources of income,
including, but not limited to, Social Security,
immediate and deferred income annuities, and

nonretirement investments.
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Poll: Half of older workers delay retirement plans [online extras]

Older adults make up fastest-growing segment of workforce
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section, Darla will find and post stories, blogs and
news items every day on health, fitness and nutrition
~allintended to help keep you and your family
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Graphic designer Tom Sadowski, 65, of Sterling, Va., delayed his retirement after his business failed. / AP

Witten by
Matt Sedensky
Associated Press
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In The Prime
In The Prime: Money

CHICAGO — Stung by a recession that sapped investments and
home values, but expressing widespread job satisfaction, older
Americans appear to have accepted the reality of a retirement that
comes later in life and no longer represents a complete exit from
the workforce.

Some 82 percent of working Americans over 50 say it is at least
somewhat likely they will work for pay in retirement, according to a
poll released Monday by the Associated Press-NORC Center for
Public Affairs Research.

The survey found 47 percent of working survey respondents now
expect to retire later than they previously thought and, on average,

FINANCIAL MATTERS STRESS AMERICANS

Though a roughly equal share of survey participants
reported feeling secure about retirement savings as
feeling anxious, a significant minority gave signs of
financial stress: One in 6 reported having less than
$1,000 in retirement savings and 1 in 4 working
respondents aren’t saving for retirement outside of
Social Security

+ Some 12 percent of unretired people reported
borrowing from a 401(k) or other reirement plan in the
past year. Though 29 percent reported at least
$100,000 in savings, some find even that's not enough.

ABOUT THE POLL

=RRsA®) | € Business . |

plan to call it quits at about 66, or nearly
three years later than their estimate when
they were 40. Men, racial minorities, parents
of minor children, those earning less than
$50,000 a year and those without health
insurance were more likely to put off their
plans.

“Many people had experienced a big
downward movement in their 401(k) plans,
so they're trying to make up for that period of
time when they lost money,” said Olivia

Western Kentucky University.

CONTACT DARLA WITH STORY IDEAS OR
FEEDBACK
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Mitchell, a retirement expert who teaches at W may have hitits ceiling in polls
The AP-NORC Center survey was conducted Aug. 8 o X A
through Sept. 10 by NORC at the University of Chicago,  the University of Pennsylvania. University of Kentucky's Willie Cauley-
with funding from the Alfred P. Sloan Foundation, which Stein stands out in all sorts of ways
makes grants to support original research and whose Money, health top concerns
Working Longer program seeks to expand . . University of Kentucky's Willie Cauley-
understanding of aging Americans’ work paterns About three-quarters of working respondents Stein stands out in all sorts of ways
« Itinvolved landline and cellphone interviews in English  said they have given their retirement years
and Spanish with 1,024 people aged 50 and older some or a great deal of thought. When . A_mencan Jews carve out faith
nationwide. Results from the full survey have a margin L different than parents’
of sampling error of plus or minus 4.1 percentage considering factors that are very or
points. extremely important in their retirement Morning Kickoff | Kevin Ware 'a big
. " - reason’ Chris Jones signed with
decisions, 78 percent cited financial needs, Louisville basketball team [Online Extra]
75 percent said health, 68 percent their
ability to do their job and 67 percent said their need for employer
benefits such as health insurance.
. . . . Most Viewed
Graphic designer Tom Sadowski, 65, of Sterling, Va., had expected
to retire this year, but the recession caused his business to fail and
his savings to take a hit. With four teenage daughters, he knew he
had to put off retirement.
“At this age, my dad had already been retired 10 years and moved
to Florida,” he said. “Times are different now for most people.”
Sadowski now plans to retire in about five years, but even then, he
expects to do some work for pay. He notes that some of his friends
without children have begun to retire, but he tries not to dwell on his
shifted plans.
v
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“For a moment, maybe, | have a twinge of, ‘| wish that were me,”” homwes‘gn
FILED UNDER he said. “But you can't live that way.” By
October 19th & 20th
In The Prime Growing trend Ramada Plaza Louisville
In The Prime: Money at 1-64 and Hurstbourne Lane
The shift in retirement expectations coincides with a growing trend FREE B w 8
of later-life work. Labor force participation of seniors fell for a half- ADMISSION L
century after the advent of Social Security, but began picking up in LouisvilleHomeDesignShow.com
the late 1990s. Older adults are now the fastest-growing segment
of the American workforce; people 55 and up are forecast to make
up one-fourth of the civilian labor force by 2020. About us
C -Ji | rter Darl.
That growth has paralleled a rising interest in retirements that are cZiZf;;L“;QZf.‘;“{; p::e
far more active than the old stereotype of moving to Florida, never :gzgict;::‘a";::‘"b’f(;;ia;:{:sv
to work again. Among those who retired, 4 percent are looking for a aesugnéd to help you thrive as
job and 11 percent are already working again. Those still on the job Z°I“ agf' -
longtime writer of the
showed far greater interest in continuing to work: Some 47 percent Thursday Health & Fitness
of employed survey respondents said they are very or extremely zz:::’l’:e’[:‘:’:’:r')',' 223 ::‘:]Z:;:f‘fﬁ::;’::gi:z:’mn
likely to do some work for pay in retirement, and 35 percent said — all intended to help keep you and your family
they are somewhat Ilkely healthier. She is a Louisville native and graduate of
) Western Kentucky University.
“The definition of retirement has changed,” said Brad Glickman, a CONTACT DARLA WITH STORY IDEAS OR
certified financial planner with a large number of baby-boomer FEEDBACK
clients in Chevy Chase, Md. “Now the question we ask our clients « Tour the site with Darla Carter
is, ‘What'’s your job after retirement?’ ”
One such retiree who returned to the workforce is Clara Marion, 69, v
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Every $100,000 in your retirement pot buys about $5,900 of annuity income a year
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of Covington, La., a teacher who retired in 2000 and went back to
work a year later. She retired again in 2007 but soon returned to
part-time work because she needed the money.

When she first retired, she had about $100,000 in savings, but she
has used much of that. Her pension isn’'t enough to pay her bills,
and she isn't eligible for Social Security. So she’s back in a second-
grade classroom, four days a week.

“I'd love to be sleeping in,” she said, “but | will probably never
retire.”

Age expectations change

Though Marion’s finances are primarily what keep her working, she
says she enjoys her work, in line with other survey respondents
reporting exceptional job satisfaction. Nine of 10 workers in the
study said they are very or somewhat satisfied with their job.
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Matt Sedensky
Increased lifespans and a renewed idea of when old age begins are BOWLING GREEN| KY

Associated Press

FILED UNDER also fueling more work among older adults. Six in 10 people said EVERY SEASON STARTS AT
they feel younger than their age; only 6 percent said they feel older. nIcK ss
In The Prime Respondents said the average person is old at about 72. One in 5

In The Prime: Money SPORTING GOODS

said it depends on the person.

Even so, one-third of retired survey respondents said they did not CLICK FOR COUPON AND EVENT INFO %

stop working by choice. The figures were higher within certain
demographic groups: racial minorities, those with less formal

education or lower household incomes were more likely to feel they About us
had no option but to retire. Eight percent say they were forced from
a job because of their age. In interviews, survey respondents cited
health as well as layoffs followed by unsuccessful job searches.

Courier-Journal reporter Darla
Carter manages "In The Prime,"
a collection of news, features,
videos, data and blog posts
designed to help you thrive as

'It's going to be hard'

you age
A longtime writer of the
Dolores Gonzalez, 57, of Coalinga, Calif., expects no luxuries in Thursday Health & Fitness
retirement. She’ll be happy if she can simply afford her $2,200 section, Darla will find and post stories, blogs and
’ 5 news items every day on health, fitness and nutrition
monthly mortgage payment. She used to think she would retire _ allintended to help keep you and your family v

healthier. She is a Louisville native and graduate of

from teaching at 65: now she says she'll never stop workin
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Even so, one-third of retired survey respondents said they did not CLICK FOR COUPON AND EVENT INFO »

stop working by choice. The figures were higher within certain
demographic groups: racial minorities, those with less formal
education or lower household incomes were more likely to feel they About us
had no option but to retire. Eight percent say they were forced from
a job because of their age. In interviews, survey respondents cited
health as well as layoffs followed by unsuccessful job searches.

Courier-Journal reporter Darla
Carter manages "In The Prime,"
a collection of news, features,
videos, data and blog posts
designed to help you thrive as

‘It's going to be hard’ you age
A longtime writer of the
Dolores Gonzalez, 57, of Coalinga, Calif., expects no luxuries in Thursday Health & Fitness
retirement. She’ll be happy if she can simply afford her $2,200 section, Darla will find and post stories, blogs and
’ 5 news items every day on health, fitness and nutrition
monthly mortgage payment. She used to think she would retire _ allintended to help keep you and your family

healthier. She is a Louisville native and graduate of

from teaching at 65; now she says she’ll never stop working.
Western Kentucky University.

She had been strained by helping to support her parents. Now she CONTACT DARLA WITH STORY IDEAS OR
has less than $200 in savings and she worries about sustaining FEEDBACK

herself in retirement when all she’ll have is a Social Security check. T4 Tour the site with Darla Carter

“A lot of people don’t save because the cost of living is so high,”
she said. “Retirement is not going to be comfortable. It's going to be
hard.”
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By Henry Hebeler

About Henry

Henry (Bud) Hebeler retired
from The Boeing Company in
1989 where he was vice-
president for corporate
strategic and operational
planning. Before that he was
president of The Boeing
Aerospace Company, a
division which did all of
Boeing’s space work and most
of the military products. He
now helps people with
retirement planning personally
and with articles and programs
on Aanalyze Now, a site often
referenced by The Wall Street
Journal and many financial
publications. He has three
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I have been retired now for almost 25 years
after a career in which | was responsible for
Boeing's corporate planning.

Early in my retirement, | decided to try and help
people do better retirement planning. Along the
way | have written a couple of retirement books,
maintained a popular retirement website, written
numerous articles for financial publications,
helped financial journalists, and answered
thousands of retirement questions via email.

Many people who write to me have made
obvious mistakes before retiring and others after
retiring. Some are truly heartbreaking and have
no good solutions. Many mistakes come from
thoughtless behavior and could have been
avoided if people better understood the
consequences.

Recently | asked about fifty older retirees if they
would share what they consider to be the biggest
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degrees from MIT, has been on
advisory committees to the
U.S. Congress, Departments of
Interior, Commerce, Energy,
and Defense, an economic
advisor to the Washington
State governor, a member of
‘Washington's Economic
Development Council and a
member of several university
boards.
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When relatives ask for
money

Overcoming retirement
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Is a $1 million retirement
portfolio realistic?
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retirement mistakes they made. I've grouped
their responses into some rough categories
below and added my own recollections of major
problems disclosed in emails asking for help.
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Funding the unforeseen

Unforeseen circumstances come into everyone's
life. Of course, the greatest may be living beyond
the life-expectancy we had at the time we retired
from work. Other unforeseen things often come
from family deaths, disabilities, Alzheimer's and
strokes. More common are large uninsured
medical costs, particularly dental, vision and
hearing problems — areas with little Medicare or
insurance coverage. Some come from having
retired too early thereby having fewer years to
save and more years to fund in retirement.

No matter how well thought out your plans for
the future may be, unforeseen items are just
that, so setting aside some emergency funds to
help with the unforeseen is an important thing to
do. Retirement plans should not be based on
exhausting every resource that might be
available over our expected lives.

Planning failures
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How to write a will »
How to choose a health-care plan »
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I'ne piggest planning Tallure Is 10 NOt pian at all.
The next is to plan to spend a lot more early in
retirement — only to find there is not enough
money to enjoy an active life later. Sometimes
planning for early high spending is intentional.
More often it comes from believing we won't live
very long. Our immediate friends, mostly in their
mid-eighties, enjoy a very active life. We still ski,
golf, hike, and some still play tennis. Those that
still have the resources enjoy cruises, dining out
and theater. Most of us enjoy physical activities
with grandchildren. In our own case, we're
looking forward to golfing and skiing with great
grandchildren.

=

A number of our friends say that they planned
too optimistically or for too short a life. Many
started Social Security too early in expectations
of a shorter life and without knowledge of some
of Social Security's alternatives. Others felt they
were too optimistic about inflation and returns
and therefore expected their portfolios to last
longer. This isn't surprising considering the state
of planning tools in the years we retired. Many
relied on their own pencil and paper analysis
without an understanding of financial equations
or without the benefit of a financial calculator,
comprehensive Internet planner or a professional
planner's help.
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By Henry Hebeler

About Henry

Henry (Bud) Hebeler retired
from The Boeing Company in
1989 where he was vice-
president for corporate
strategic and operational
planning. Before that he was
president of The Boeing
Aerospace Company, a
division which did all of
Boeing’s space work and most
of the military products. He
now helps people with
retirement planning personally
and with articles and programs
on Aanalyze Now, a site often
referenced by The Wall Street
Journal and many financial
publications. He has three
degrees from MIT, has been on
advisory committees to the
U.S. Congress, Departments of
Interior, Commerce, Energy,
and Defense, an economic
advisor to the Washington
State governor, a member of
Washington's Economic
Development Council and a
member of several university
boards.
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Everything is relative
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It's hard to find an elderly retiree who didn't need
to financially help a relative at some point.
Initially it may have been parents of either or
both spouses. Later it may be older children who
got into a bind because they didn't have health
insurance or went through a divorce or lost a job.
Some have returned to live with retired parents
adding another mouth to feed or even more if
grandchildren come as well.

Numerous retirees move to be near a daughter
or son, partly because of a desire to be close
and partly because they may need physical help
from them eventually. That has turned out to be
a major mistake in many instances because the
daughter or son eventually decided to more to
another city, leaving the parents with few nearby
friends as well as resources depleted by moving.

Although there are many kinds of relative
problems, the last I'll mention here has to do with
deaths. Some retirees failed to make good
choices for survivor options, not recognizing that
a large percentage of survivors are female and
will live a decade or more after the primary
earner dies. Others left the survivor and executor
with an incredible amount of work because of a
noorlv drafted or averlv il
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with an incredible amount of work because of a
poorly drafted or overly complex wills, no
directions where to locate important financial and
legal documents, and not even a hint as to how
to distribute personal property or even to find the
information to fill out income and estate tax
forms.

There comes a time when it's important to have
“the talk” about end-of-life decisions with children
concerning such things as finances, long=term-
care, artificially sustaining life and distribution of
savings and personal properties.

Personal economics

For various reasons, many retirees have lots
less money than they had originally planned
whether brought on by insufficient investment
knowledge, inflation, market failures, inadequate
health insurance, unforeseen expenses or simply
living beyond their means. Several report having
difficulty learning to live on a lot less money.
Debts carried over into retirement or incurred in
retirement exacerbate their difficulties.

There are tools to help avoid problems in
personal economics. It's fundamental to learn to
budget. That budget has to fit within a long-term
numerical forecast that doesn't exhaust funds
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long before both spouses have died. At least a MW Quarterly Funds and ETFs Review
one-time objective review by a professional
planner not only will help a novice but also those
who fancy themselves as experts. Before a
serious medical procedure, a second opinion is
often sought. Perhaps it's even more important

RetireMentors: Advice from professionals

HENRY K. HEBELER
5 planning mistakes that can devastate

before_ retiring to geta seconq opinion on = i
financial matters as well as wills, long-term-care, DENNIS MILLER
insurance and end-of-life considerations. &C r debt for a richer reti

Nonfinancial mistakes

ROB_ERT KLEIN B R
In the transition from working to retirement, many 3_ Retirement planning is a two-step process
social contacts and activities are lost, particularly

when both spouses work and they don't already DAN MOISAND ) .
have substantial friends outside of the How working affects required minimum

workplace. Moving to a new location D
exacerbates this problem. Finding doctors who CHRIS TOBE

will take Medicare has become increasingly RhcdelsadSpesionbs
difficult — another problem that's more difficult MITGH TUGHVAN
when relocating. l Free and easy: Retirement education online
Non-working spouses would like to share in the
feeling of being retired too. This means finding CEGREESRM =
s ?
breaks from spousal chores and for some, very BisosraiEabnEis?
different activities — which can lead to more ’
S| ending PAUL A. MERRIMAN
P - Why market timing doesn’t work
Failure to maintain good health practices both v
before and after retirina is a huae mistake. We More »

B M Google News - Int Task Manager




image75.png
e @ hitp://www marketwatch.com/story/5-planning-mistake = & | @5 planning mistakes that can ... %
File Edit View Favorites Tools Help

Home News Viewer Markets ce IUILLTLIE Economy/Politics  Industries Log In
ocamnens, [ [ 2 = e e
will take Medicare has become increasingly ,. e
difficult — another problem that's more difficult MITGH TUGHVAN
when relocating. 1 Free and easy: Retirement education online
Non-working spouses would like to share in the
feeling of being retired too. This means finding CEGREESRM =
s ?
breaks from spousal chores and for some, very BisosraiEabnEis?
different activities — which can lead to more
S| ending PAUL A MERRIM{\N_
P . Why market timing doesn’t work
Failure to maintain good health practices both
before and after retiring is a huge mistake. We More »

don't have to be professional athletes or vegans
to do things to keep our bodies, teeth, ears and
eyes in better shape. Paying attention to getting Retire Here, Not There n u
regular exercise and eating healthy foods most
often provides great benefits in retirement.

The same can be said for keeping our brains
active. Retirement will be so much more
enjoyable — and most often more economical as
well.

« More expert advice from The RetireMentors
>>
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Simply, an annuity factor is the present value of a dollar paid to our representative
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two inputs: interest rates and longevity.

AimLoan.com
The higher the annuity factor, the more wealth an individual needs at retirement to

sustain a constant (nominal) consumption level in his/her retirement years.
Unfortunately, for those looking to retire in the near future, annuity factors have
never been higher. Why? AimLoan.com

AimLoan.com  Payment$356 3 904% apr

s 1995
e 3125%
s 0 Next

30 year fixed mig, Al aints, 20% down, FICO: 740+

See more rates > Disclaimer | Bankrate.com

Powered by Bankrate

o OTHER NEWS
p chard Thaler X y FROM OUR PARTNERS

essor of Behavioral Economics, Chic

A Jaw-Dropping 6% Cash Back

Richard Thaler: How to fix the 401(k) SmartAsset.com
Over half of Americans do not save for retirement, according to studies. Professor Richard
Thaler, one of the founding fathers of behavioral economics, spoke to MarketWatch about 2% Cash Back Rewards Card

asimple change in 401(k)s that could fix the nation's retirement-savings crisis T

The reason for roughly one-quarter of the increase is good news: We are living 1% APY Money Market - Top National Rate
longer! Life expectancy for a man aged 65 has increased by about 1.6 years per W/o Fees

decade over the last few decades, and so today’s 65-year-old can expect to live on SmartAsset.com

average roughly four years longer than his father. The story is similar for women,
although not quite as dramatic.
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ORLANDO, Fla. -- Advisors need “maximum flexibility” to meet the retirement challenges Slide Shows
facing today’s investors, Paul Cahill, managing director of National Sales at Virtus

Investment Partners, said at the Raymond James Financial Institutions Division

Symposium on Tuesday.

ALL VIDEOS | SLIDESHOWS

“Generations X and Y and the people coming behind it will be the first generation that has more living adult parents
than adult children,” Cahill told the gathering of bank advisors, investment program managers and other financial
professionals.

In addition to longer life spans and growing health care costs, investors must contend with diminished expectations,

B8 | € News and Analysis M | #m Task Manager




image77.png
& http://www financial-planning.com/news/new-demands ~ & | G| New Demands of Retirement

File Edit View Favorites Tools Help

Plg‘ialli‘(iffhg SIGNUP | LOGIN

INVESTED IN ADVISORS
Current Issue | Newsletters | Web Seminars | White Papers | Events | CE Quiz

COMMUNITY DATA & RANKINGS

HOME PRACTICE PORTFOLIO INDUSTRY MULTIMEDIA BLOGS
In addition to longer life spans and growing health care costs, investors must contend with diminished expectations,

particularly as defined benefit pension plans fade into history.

LISTS
focus on the sources of retirement income that they can control. 30 Great Schools for Financial Planning

To manage the new demands of retirement, advisors need to help clients use a more tactical investment approach and

Moreover, they can no longer rely on the high returns of the past. “The myth of the 10% return on investments is a
God-given right to Baby Boomers and that has changed dramatically over the last 10 years,” Cahill said.

Cahill noted that the S&P 500 Index has grown at the mythical average rate of return of 10% very sporadically. During
the past 86 years, the market has swung widely, at times losing more than 20% in a year and at others gaining more
than 20%. From May of 2008 to March of 2009, for example, the S&P lost 51%. To make investors whole, the market

would need a gain of 104%, Cahill said. Guides & a .\
b AAd T

Indepéndent
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Advisors need to protect their clients from these dips in the Related Content

market by making tactical allocations in their portfolios. Cahill

-Til i 2
touted the Virtus Premium AlphaSector Fund, which he said is Part-Time Retirement? How to Change the

flexible in moving in and out of nine sectors. The model moves Plan

from “fully bullish” in which it invests equally in each of the nine Public Pension Funds Need to Show Critics TO BUILD

sectors to “fully bearish” in which invests 100% in cash the Money A BETTER PORTFOLIO
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about their top day-to-day financial concerns, more than half of the 1,000 middle-
class Americans surveyed (59 percent) reported that "paying the monthly bills" is
their No. 1 goal. Saving for retirement came in at a distant second place, with just 13
percent calling it a "priority." Meanwhile, 42 percent said that they can't manage to
both put money aside in savings and pay the bills.

When it came to saving for retirement, all respondents in their prime retirement
saving years -- 40 to 59 -- reported needing a median nest egg of $200,000 for their
retirement. While $200,000 sounds like a lot of money, it doesn't generate much
lifetime retirement income. This sum will generate annual retirement income
ranging from about $6,000 to $12,000, depending on the method used to turn
savings into reliable lifetime retirement income.

And that's just the tip of the iceberg: The 31 percent of respondents in their prime
retirement savings years who claim to have a written retirement plan report saving a
median of just $63,000, or 32 percent of their goal. Those without a written plan (69
percent) have only saved a median of $20,000, or 10 percent of their goal. Neither
group is close to where they both claim they'll need to be in order to retire.

Survey respondents were also asked about Social Security. A third of all the
respondents said Social Security will be their "primary" source of income in
retirement. That may have to be the case given the amount of retirement income that
can be generated by meager retirement savings, as noted above.

But Social Security income will barely keep you out of poverty. According to the
Social Security Administration, the average monthly income for new retirees in 2012
was $1,292, and $485 per month for spouses. That's a little more than $15,000 per
e 0 etiree itd e th $ er ve 0 e 1o
B ret inc.doc - Micr
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nearly enough for a comfortable retirement. o

The Wells Fargo study also revealed that for middle-class members of all

generations, only 24 percent are confident in the stock market as a place to invest for 15-Minute Retirement Plan

retirement, while 45 percent say "the stock market doesn't benefit people like me." 7% Annual Annuity Return
One possible reason for this investor fear is the fact that just over half of those polled .
say they have little interest in learning about investing. Get Loan on Retirement

Yet given the meager amount of retirement savings and very low interest rates, the

best potential to grow retirement savings is through investing in the stock market. Most Shared
While investors should have a healthy fear of stock market risk, history suggests that
investors are rewarded if they don't panic and remain in the market through stock
market declines. A little knowledge might go a long way toward helping Americans
feel more confident in investing to grow their retirement nest eggs.
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Learning and planning: That's the best way to make your retirement more secure.
And there's plenty of good information on the Internet to help you plan -- it's just a
few clicks away. Don't make the biggest retirement planning mistake by sitting back
and doing nothing. Doing that will most likely leave you with little more than Social
Security income, and more vulnerable to our collective willingness to support Social
Security through increased taxes.
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Advisors Neglect Written Financial Plans
DECEMBER 27, 2013 « KAREN DEMASTERS

Not enough financial advisors write comprehensive financial
plans for their clients, according to some people in the financial
industry.

And if the advisors do write them, the plans go on a shelf in the
clients’ homes, never to be looked at again.

Neither of these are good scenarios for planners or clients,
according to Robert Klein, founder of Retirement Income Center
in Newport Beach, Calif.

“Statistics say only half of the clients of financial planners have
written financial plans done for them,” says Klein.

Many in the field feel the percentage is much lower than that.
Klein is a firm believer in having a plan done. “The way
retirement planning alone has changed in recent years from
asset accumulation to retirement income planning means a
financial plan is needed,” he says.

Klein has been writing financial plans since the mid-1980s and
he says it is much easier and less time consuming than it used to
be because of advances in technology and account aggregation.
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retired and you have not had a retirement income planning
checkup lately, it's probably time to dust off your retirement plan.”

Writing a holistic financial plan for a client can also be good for
the advisor, says Charlie Gipple, national director of index
products, insurance and wealth management for Genworth, who
says only a small minority of advisors write plans.

The days of transaction-based relationships are gone, Gipple
says. ‘It is now about planning and helping clients through life
stages. Retirement is much more complicated than it was in the
1980s and 1990s. Now it is about risk management.” Financial
advisors who do written plans for their clients get a better view of
what the client needs, and they sell more products to fill the
gaps, he says.

Advisors are hesitant to write plans because it can be a painful
process and it can require a great deal of time to gather the
information the first time, says Mark Kemp of Kemp Harvest
Financial Group in Harleysville, Pa.
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about finances,” so putting a plan down on paper is worth the
effort.

UBS feels so strongly about the advantages of writing a complete
plan, it is offering brokers bonuses for writing them, the company
announced recently. The advisors will be paid a bonus of up to 4

percent in deferred compensation of the revenue generated from

clients who receive a plan.

Lisa Chapman of UBS Financial Services in Long Beach, Calif.,
says the team in her office will not see a prospective client unless
they agree to have a complete, written plan done.

“| see this as the future of financial practice,” Chapman says.
“Written financial plans are becoming the core of the business.
Doing a financial plan is a way to develop a relationship with a
client.”
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“But it does not have to be a 150-page document,” he adds. “We

have to come up with a middle ground between no plan and a
huge document that no one reads.”
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Globally boomers face global
retirement crisis

Published: December 29, 2013 10:21 AM
By DAVID MCHUGH, ELAINE KURTENBACH, PAUL WISEMAN. The Associated Press

WASHINGTON -- A global retirement crisis is bearing down on workers of all ages.

Spawned years before the Great Recession and the financial meltdown in 2008, the crisis was
significantly worsened by those twin traumas. It will play out for decades, and its consequences will
be far-reaching.

Many people will be forced to work well past the traditional retirement age of 65 -- to 70 or even
longer. Living standards will fall, and poverty rates will rise for the elderly in wealthy countries that built
safety nets for seniors after World War I1. In developing countries, people's rising expectations will be
frustrated if governments can't afford retirement systems to replace the tradition of children caring for
aging parents.

The problems are emerging as the generation born after World War Il moves into retirement.

"The first wave of under-prepared workers is going to try to go into retirement and will find they can't
afford to do so," says Norman Dreger, a retirement specialist in Frankfurt, Germany, who works for
Mercer, a global consulting firm.

The crisis is a convergence of three factors:
-- Countries are slashing retirement benefits and raising the age to start collecting them. These
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quarters of the increased cost. 30yrfixed jumbo 82
30 yr fixed 337%
In finance we use an interest rate to calculate the present value of future payments, 15yr fixed 2.66%
but to make it more applicable, think about it in reverse: At today’s low rates, savers 10yrfred 265%
earn much less yield on the same amount saved than they did 25 years ago. e BT
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Also read: The $6 trillion public pension hole that we're all going to have to pay for

James Moore is the head of investment solutions at Pimco. This was first published by
Pimco as “Why It's Twice as Expensive to Retire Today in the U.S. as It Was 25 Years Ago”

and is republished with permission.
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countries are awash in debt after overspending last decade and racking up enormous deficits since

the recession. Now, they face a demographics disaster as retirees live longer and falling birth rates
mean there will be fewer workers to support them.

-- Companies have eliminated traditional pension plans that cost employees nothing and guaranteed Featured on newsday.com

them a monthly check in retirement.

LI people on the move!

-- Individuals spent freely and failed to save before the recession, and they saw much of their wealth Promotions, new jobs
,

disappear once it hit.

Those factors have been documented individually. What is less appreciated is their combined ferocity
and their global scope. Executive pay on Long

Island
"Most countries are not ready to meet what is sure to be one of the defining challenges of the 21st

century,” the Center for Strategic and International Studies, a Washington think tank, concluded in a
report this fall.

98 new stores on LI
Mikio Fukushima, who is 52 and lives in Tokyo, is typical of those facing an uncertain retirement.
Fukushima, who works in private investment, worries that he might have to move somewhere

cheaper, maybe Malaysia, after age 70 to get by comfortably on income from his investments and a
public pension of just $10,000 a year.

Facebook
If he stayed in Japan, he says, "We wouldn't be able to travel at all."
Newsday
People like Fukushima who are fretting over their retirement prospects stand in contrast to many who 67915

are already retired. Many workers were recipients of generous corporate pensions and government
benefits that had yet to be cut.
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that's now in peril. Bigand lives in the countryside outside the city of Rouen in Normandy. He has a
second home in Provence. He's just taken a vacation on Oleron island off the Atlantic Coast and is
planning a five-week trip to Guadeloupe. "Travel is our biggest expense," he says.

In Rochester, Minn., Elaine Case, 58, and her husband, Bill Wiktor, 61, both retired at 56 after three-
decade careers at IBM. They have company pensions and will receive Social Security in a few years.
They love to travel. Wiktor climbed Mount Kilimanjaro last year. They've taken a trans-Atlantic cruise
and plan next year to hike Peru's Inca trail.

"We're both enjoying our second lives immensely and with gratitude,” Case says.
A BRIEF GOLDEN AGE

The notion of extended, leisurely retirements, like the ones Bigand, Case and Wiktor are enjoying, is
relatively new. German Chancellor Otto von Bismarck established the world's first state pension
system in 1889. The United States introduced Social Security in 1935.

In the prosperous years after World War Il, governments in rich countries expanded their pension
systems. In addition, companies began to offer pensions that paid employees a guaranteed amount
each month in retirement -- so-called defined-benefit pensions.

It got even better in the 1980s. Many countries began to coax older employees out of the workforce to
make way for the young. They did so by reducing the age employees became eligible for full
government pension benefits. The age fell from 64.3 years in 1949 to 62.4 years in 1999 in the
relatively wealthy countries that belong to the Organization for Economic Cooperation and
Development.

That created a new, and perhaps unrealistic, "concept of retirement as an extended period of leisure,
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" Mercer consultant Dreger says. "You'd take long vacations. That was the Golden Age."
Then came the 21st century.
UNDER SIEGE

As the 2000s dawned, governments -- and companies -- looked at actuarial tables and birth rates and
decided they couldn't afford the pensions they'd promised.

People were living longer: The average man in 30 countries the OECD surveyed will live 19 years
after retirement. That's up from 13 years in 1958, when many countries were devising their generous
pension plans.

The OECD says the average retirement age would have to reach 66 or 67, from 63 now, to "maintain
control of the cost of pensions” from longer lifespans.

Compounding the problem is that birth rates are falling just as the bulge of people born in developed
countries after World War Il retires.

Populations are aging rapidly as a result. The higher the percentage of older people, the harder it is
for a country to finance its pension system because relatively fewer younger workers are paying
taxes.

In China, the 65-and-older population will rise from 11 percent of the working-age population in 2010
to 42 percent in 2050. In the United States, this old-age dependency ratio will rise from 20 percent to
35 percent.

In response, governments are raising retirement ages and slashing benefits. In 30 OECD countries,
the average age at which men can collect full retirement benefits will rise to 64.6 in 2050, from 62.9 in
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o
2010; for women, it will rise from 61.8 to 64.4. Italy is raising the age from 59 to 65. A
In the wealthy countries it studied, the OECD found that the pension reforms of the 2000s will cut
retirement benefits by an average 20 percent.

Even France, where government pensions have long been generous, has begun modest reforms to
reduce costs. France has raised the number of years people must work before they can receive a full
pension from 41.5 to 43. More changes are likely coming.

"France is a retirees' paradise now," says Richard Jackson, senior fellow at the Center for Strategic
and International Studies. "You're not going to want to retire there in 20 to 25 years."

The fate of government pensions is important because they are the cornerstone of retirement income.
Across the 34-country OECD, governments provide 59 percent of retiree income, on average. The
government's share ranges as high as 86 percent in Hungary. In the United States, the world's largest
economy, it's about 38 percent.

If rich countries don't cut pension costs even more, says Standard & Poor's, a credit-rating agency,
their government debt will more than triple as a percentage of annual economic output by 2050. The
debt of most countries would drop to what is commonly called junk status.

Many of those facing a financial squeeze in retirement can look to themselves for part of the blame.
They spent many years before the Great Recession borrowing and spending instead of setting money
aside for old age. In the U.S., households took on an additional $5.4 trillion in debt -- an increase of
75 percent - from the start of 2003 until mid-2008, according to the Federal Reserve Bank of New
York. The savings rate fell from nearly 13 percent of after-tax income in the early 1980s to 2 percent
in 2005.
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The National Institute on Retirement Security estimates that Americans are at least $6.8 trillion short
of what they need to have saved for a comfortable retirement. For those 55 to 64, the shortfall comes
to $113,000 per household.

"People are going to be shocked at how little they have," says Alicia Munnell, director of Boston
College's Center for Retirement Research. "For some middle-income people, it will mean canceling
the RV" -- the recreational vehicle that has become a symbol of retiree life in America. For those
worse off, she says, it could mean an old age in poverty.

THE FINANCIAL CRISIS MAKES THINGS WORSE

As if demographics weren't burden enough, the outlook became worse when the global banking
system went into a panic in 2008 and tipped the world into the worst recession since the 1930s.

Government budget deficits - the gap between what governments spend each year and what they
collect in taxes -- swelled in Europe and the United States. Tax revenue shrank, and governments
pumped money into rescuing their banks and financing unemployment benefits and other welfare
programs.

That escalated pressure on governments to reduce spending on pensions or raise revenue. Hungary
took one of the most draconian steps: It demanded that its citizens surrender their private retirement
accounts to the government or give up their government pensions. Poland seized a portion of private
retirement accounts. Ireland imposed an annual tax on retirement accounts.

The Great Recession threw tens of millions of people out of work worldwide. For many who kept their
jobs, pay has stagnated the past five years, even as living costs have risen, making it tougher to save
for retirement. In addition, government retirement benefits are based on lifetime earnings, and they'll

now be lower. The Urban Institute, a think tank in Washington, estimates that lost wages and pay
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raises will shrink the typical American worker's income at age 70 by 4 percent -- an average of $2,300 A

ayear.

Leslie Lynch, 52, of Glastonbury, Conn., had $30,000 in her 401(k) retirement account when she lost
her $65,000-a-year job last year at an insurance company. She'd worked there 28 years. She has
depleted her retirement savings trying to stay afloat.

"l don't believe that | will ever retire now," she says.

She also worries about her children, all in their 20s: "I don't think my three sons will ever retire"
because pay raises have been so weak for so long.

Less money from a government pension isn't the only factor weighing on future retirees. When the
financial crisis struck five years ago, the world's central banks cut interest rates to record lows to stop
the economic free-fall. That also punished people with much of their money in investments that pay
interest.

"The low-interest rate environment has been brutal," says Catherine Collinson, president of the
Transamerica Center for Retirement Studies. She points out that $500,000 in savings would yield
$25,000 a year at an interest rate of 5 percent, just $2,500 at 0.5 percent.

The crisis also frightened many away from the stock market. Stocks can be riskier than other
investments, but they yield more long term. Many investors have shunned stocks while the world's
stock markets have soared. In the United States, the Dow Jones industrial average has risen nearly
150 percent since March 2009. Japan's Nikkei index is up 56 percent just this year.

The past five years have been so tumultuous that some people have been reluctant to invest at all.

Ol Mitchell, who studies retirement at the University of Pennsylvania's Wharton School, says her
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grown daughters rebuffed her when she urged them to save more for retirement. Stocks, they said, A

are too risky. And bonds don't yield enough interest to be worth the bother.
THE ASIA CHALLENGE

In Asia, workers are facing a different retirement worry, a byproduct of their astonishing economic
growth.

Traditionally, Chinese and Koreans could expect their grown children to care for them as they aged.
But newly prosperous young people increasingly want to live on their own. They also are more likely
to move to distant cities to take jobs, leaving parents behind. Countries like China and South Korea
are at an "awkward" stage, says Jackson at the Center for Strategic and International Studies: The old
ways are vanishing, but new systems of caring for the aged aren't yet in place.

Yoo Tae-we, 47, a South Korean manager at a trading company that imports semiconductor
components, doesn't expect his son to support him as he and his siblings did their parents. "We have
to prepare for our own futures rather than depending on our children,” he says.

South Korean public pensions pay an average of just $744 a month. South Korea has the rich world's
highest poverty rate for the elderly. It has one of the world's highest suicide rates for the aged, too.

China, too, will struggle to finance retirement. China pays generous pensions to civil servants and to
urban workers who toiled in inefficient state-owned factories. These workers can retire early with full
benefits - at 60 for men and 50 or 55 for women, depending on their job. Their pensions will prove to
be a burden as China ages and each retiree is supported by contributions from fewer workers. The

elderly are rapidly becoming a bigger share of China's population because of a policy begun in 1979

and only recently relaxed that limited couples to one child.
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The World Bank says the cost of those pensions could eventually reach twice the size of China's A
annual gross domestic product. That would put the bill at more than $16 trillion.

China is considering raising its retirement ages. But the government would likely meet resistance. "I
heard that the authorities might postpone the age of the retirement, but | sure hope not, since I've
already worked for almost 42 years," says Dong Linhua, 59, a former Shanghai factory worker and
now a real estate investor, who owns three apartments and two small shop spaces.

China also tightly regulates investing, limiting access to assets that are more likely to generate the
returns workers need to build a healthy retirement account.

"Things that you and | take for granted, like being able to invest in mutual funds or being able to buy
stocks and bonds, are in their infancy in China," says Josef Pilger, leader of Ernst & Young's Asia-
Pacific pension practice in Sydney, Australia. "The biggest fear the Chinese regulators have is: What
if we relax investment restrictions and we have a financial crisis? People will be on the street, saying:

'You let me play with fire, and | burned my fingers.
THE END OF TRADITIONAL PENSIONS

Governments aren't alone in cutting pensions. Corporations are, too. The traditional defined-benefit
pensions they long had provided are vanishing. Companies don't want to bear the risks and costs of
guaranteeing employees' pensions. They've moved instead to so-called defined-contribution plans,

such as 401(k)s in the U.S., which shift responsibility for retirement savings to employees.

The problem with these plans is that people have proved terrible at taking advantage of and

managing them. They don't always enroll. They don't contribute enough. They dip into the accounts
when they need money.
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They also make bad investment choices; often buying stocks when times are good and share prices
are high and bailing when prices are low. Investment returns from defined-contribution plans are
typically 0.76 percentage points lower than returns on defined-benefit plans, according to the
consulting firm Towers Watson. That difference adds up: At a 5 percent annual return, $100,000
becomes $432,000 after 30 years. At 5.76 percent, it's 24 percent higher -- $537,000.

Many have raided their retirement accounts to pay bills. In the United States, 26 percent of workers
with 401(k) and other defined-contribution plans take loans or make hardship withdrawals before they
reach retirement, according to a study by HelloWallet, which offers online services that help people
with their finances. Working Americans withdraw $70 billion annually from retirement accounts - an
amount that's 40 percent of the $175 billion put in. Employers add an additional $118 billion.

Retirement specialist Teresa Ghilarducci of the New School for Social Research in New York says the
voluntary plans "work for a robot with an Excel spreadsheet,” not for people trying to pay bills and
care for children who aren't thinking decades ahead to retirement.

NUDGING WORKERS TO SAVE
Several countries are trying to force -- or nudge -- workers to save more for retirement.

Australia went the furthest, the soonest. It passed a law in 1993 that makes retirement savings
mandatory. Employers must contribute the equivalent of 9.25 percent of workers' wages to 401(k)
-style retirement accounts. (The required contributions will rise to 12 percent by 2020.) Australians
can't withdraw money in their accounts before retirement.

When politicians were debating the plan, only about half of Australians supported it. Within six
months, approval rose to 85 percent. The difference: Workers started receiving statements that
showed retirement savings piling up, says Nick Sherry, who helped design the program as a cabinet
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minister. A

In October 2012, Britain required employers to start automatically enrolling most employees in a
pension plan. At the start, contributions must equal at least 2 percent of earnings, half provided by
employers. By 2018, contributions must rise to 8 percent, of which 3 percentage points will come from
employers.

In 2006, the United States encouraged companies to require employees to opt out of a 401(k) instead
of choosing to opt in. That means they start saving for retirement automatically if they make no
decision.

EASING THE PAIN

Rebounding stock prices around the world and a slow rise in housing prices are helping households
recover their net worth. In the U.S., retirement accounts -- defined-contribution and defined-benefit
plans combined - hit a record $12.5 trillion the first three months of 2013, according to the Urban
Institute. They've gone higher since.

However, net worth is merely climbing toward a level considered inadequate at its peak in 2007.
Boston College's Center for Retirement Research says the recovery in housing and stock prices still
leaves 50 percent of American households at risk of being unable to maintain their standard of living
in retirement. That's down from 53 percent in 2010 but up from 44 percent before the Great
Recession hit in 2007.

Only half of all Japanese say they've even thought about how to finance their retirement. And 63
percent are counting on getting most of their income from a government pension system that's going
broke.

When they look into the future, retirement experts see more changes in government pensions and Hide Toolbar w
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