The truth about retirement costs

Many financial gurussaythatit will takebetween70% and80% of your final employment
earningso supporta comparablenodeof life afterretirement.

Thisis at besta wild guess A highly paid athleteor celebritywill not need70% of his
or herearningsto retire in luxuriousstyle. On the otherhand,thoseof more modestmeans
who intendto travel widely, to purchasea secondhomein the Sunbelt,or to treatthemselves
to seasorticketsto their favorite corps de ballet or NFL teammay well needmorethan

100%of their final working income.

Retirement realities

Of course for mostpeoplecertainexpensesvill fall afterretirement.The costsof commuting
and businesslotheswill disappearChildrenwill begrown,andthoseoutrageougollege
costsmay bejusta painfulmemory.The mortgagemay be paid. Charitablecontributionscan
drop. Taxesareusuallyless,andthereOno longerthe needto put a portionof earningsinto a
retirementplan. And seniorcitizen discountscanreducethe costsof travel, entertainmenaind
evenbankingfees.

Healthcareexpenseshowever,tendto rise with age.If you retire early, youOliheedto
purchasensuranceuntil Medicarekicks in atage65. Evenatfterthat,copaymentsan
becomea burderon a limitedincome.Likewise, an agedparentin financial need,thatsecond
homeor along-anticipatededecoratiorprojectreally canmakeexpensesoar.

ThereOso easyformula for theincomethatyouOlheedin retirementor the nesteggit
will taketo provideit. The bestyou cando iscostoutyour plans.Takea hardlook atall your
currentexpensesindprojecthow theywill changein retirement.Factorin the lifestyle
changeghatyou hopeto make.

Change: the one constant

Also recognizethat expensesnevitably will changeduring your retirementyears.Inflation
will erodethe purchasingoowerof your savings.We cannotknow whetherit will continueat
the presentevel or rise to someextent.We canbe confident,however,thatthe Federal
ReserveBoardwill fight tooth andnail to preventa returnof the double-digitratesof 1946,
1974,1979and1980.

Counteringthe effectof inflation, somecostsarelikely to drop during retirement.
YouOramorelikely to travel theworld at age65 thanat age80. Elderly dependents
eventuallypassaway. The needfor two homesdeclines.You may no longerneedto carrylife
insuranceor maintaina car.

Of course,if youOlkeventuallyneedto enteran assistediving or skilled nursingfacility,
thesesavingsmay go out the window.



Running the numbers

AlthoughitOsot possibleto projectfuture expensesvith precision,itOsvell worth it to make
your bestestimatenow. Thatway youOlknow if youOren trackto thekind of retirementthat
youOréooking forward to.

An ideaof the incomethatyouOlheedis the necessargtartingpoint in the rather
complexcalculationof how muchyou needto savenow. Thereareseveralresources
availableto help with the processCalculatorsare availableonline andin manyof the books
on retiremenplanning.

Basically,all thesecalculatorswill work from your anticipatedretirementincomeneeds.
TheyOlaskhow muchincomeyou canexpectfrom Social Securityandany pensiongfor
which you may be eligible.

You shouldbereceivingupdatedestimatesf your future Social Securitybenefiteach
year.If you arenot satisfiedwith the projectedfuture earningsusedto figure your benefit,you
can calculatet yourselfat the Social SecurityWeb site (www.ssa.gov/planners/calculators.htm),
whereyou alsowill find a helpfulretirementincomeestimator.The employeebenefitsoffice at
your presentemployerandany former workplacescan provideyou with anestimateof the
pensionbenefitthatyouOlhaveat thedatethatyou expectto retire.

Fromtheresultingincomegap, the time remaininguntil retirementthe expectedength
of your retirement,your currentsavingsandany other capitalthatyou anticipate(an
inheritance for example) the calculatorwill tell you how muchyou needto savenow.

Becausdhe variousretirementcalculatorsusedifferent assumptionsi,tf)swiseto use
morethanoneandcomparetheresults.

Getting into gear

If your calculationshowsthat youOralreadysavingenough,itOsoundto be a bigload off
your mind. If thereOa shortfall,however thereOprobablyno reasonfor panic.

Whenthe shortfallis moderatepr thereOplenty of time remainingto retirement,you
can makat upin eitheror both of two ways:

1. You can increase your retirement plan contributions. If you aremaxedouton your
401(k) at work, consideropeninga Roth IRA, which allows for tax-freewithdrawalsin
retirement.

2. You can invest for higher returns by increasing the percentage of stocks in your
investment portfolio. Although stockfundsdo carry morerisk thanbondfundsor money
marketfunds,in thelong run theyOve@roducedsignificantly higherreturns.

Evenwhenyour shortfallis large,andthetime is short,you neednot despair.Perhaps
you canreviseyour retirementplans.You may chooseto work a few yearslongerto increase
your savings,pensionandSocial Securitybenefit. It might payto sell your presenthomeand
moveto a lower-costommunity,investingthe excessequity. Or you could setyour sightson
lesscostly pursuitsduring retirementNdomesticratherthanforeign travel, public ratherthan
privategolf clubs,runningthe old carratherthanbuying a newoneandsoon.



Finally, you might chooseto work during retirement.A contradiction”Not necessarily.
You maywell find a job, part-timeor full-time, thatyou like betterthanthe oneyou retired
from, perhapssomethingyouOvealwaysbeeninterestedn or somethingwith muchless
pressure.

Sowhy stumbleblindly towardretirementwhen,with alittle work, you canfind out

whereyou standandseta surecourse?
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