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Over the past 50 years, we’ve experienced a golden age of medical advancement. Through investment in research and 
development and a coordinated effort using technology, doctors around the world have cured major human ailments 
and eradicated disease. Consider just a few these medical breakthroughs: 

• Vaccinations of Small Pox, Polio, and Hepatitis B; 
• Major Organ Transplants (Heart, Liver, Kidney. Lung); 
• Angioplasty Treatment to Prevent Heart Attacks; 
• Drugs to Address High-Blood Pressure, Diabetes, Cholesterol, Strokes and Seizures; 
• Kidney Dialysis, and; 
• Treatments for HIV/AIDS 

These medical advancements have drastically increased an individual’s average life expectancy. In 2015, the World 
Health Organization reported that life expectancy in the United States (Male: 76.9; Female: 81.6) had increased 
significantly since the same measurement in 1970 (Male: 67.1; Female: 74.7). 

Of course, all of this is good news has created new wrinkles in an individual’s retirement planning. Disease and medical 
events that historically would have ended a person’s life are now preventable with medication or correctable with 
surgery. The longer this population lives, the more medical ailments they experience. And the more ailments they 
experience, the more medicine and medical procedures they incur. With the population boom after World War 2 and 
the advances of modern medicine, individuals over 65 now account for 15% of the U.S. population, which will rise to 
over 24% by 2060.1   

 

This explosion in the elderly population has also increased the market in elderly care services (including adult day care, 
assisted living, nursing homes, and homecare, among other services). The federal government estimates that 70% of 
people aged 65 today will require some form of long-term care during their lives. The need can arise unexpectedly after 
a major illness or even suffering an injury from a fall, and can be incredibly costly.2  
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A recent Morningstar whitepaper identified some startling facts3: 

• 79:   Average age for admittance to a nursing home 
• 2.44 years:   Average length of stay for current nursing-home residents 
• 10%:   The percentage of people who enter a nursing home who will stay there 5+ years 
• 68%:   The probability that an individual over age 65 will become cognitively impaired  
• 4.5%:   Annualized increase in median annual nursing home costs, 2008-2012 
• $73,000:   Median annual rate, nursing-home care in U.S. 

o $162,425:  Annual cost of nursing home care, Manhattan, N.Y. 
o $86,140:  Annual cost of nursing home care, Tampa, Fla.  

The main take away from all of this? Based on the probabilities, most Americans are going to have to address a long-term 
care event during their retirement, and on average, it could cost over $250,000.  Despite this reality, when planning for 
retirement, many Americans have a blind spot to the cost of long-term care, with many incorrectly believing that health 
insurance, Medicare and/or Medicaid will cover the cost. 

 

Fortunately, there are specific ways to prepare for these costs. Individuals can either self-fund a long-term care event 
from their retirement assets or consider purchasing a long-term care (LTC) insurance policy. 

 

When is it a good idea to get LTC Insurance? 

1. You do not have enough assets to self-fund a stay in assisted living or nursing home care. 

If a person has significant assets and can set aside $250,000 for a potential long-term care event, then they should 
consider self-funding the potential risk. This strategy can provide the greatest flexibility.  However, most American will 
need all of their retirement assets to meet their annual expenses. For the population that is neither rich nor poor, they 
may need to explore options that do not require a large cash outlay.   
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2. You want more control in the long-term quality of care. 

Many people believe the solution to their long-term care is to rely on Medicaid to cover their expenses.  But Medicaid is 
only available to individuals under certain financial conditions (including amount of assets and annual income stream). 
Even if you do qualify for Medicaid, your facility choice can be quite restricted. Facilities are not required to accept 
Medicaid and some of the highest quality facilities do not accept Medicaid recipients. For those that do, they must accept 
the Medicaid per diem rate. And facilities will consider an applicant’s assets and insurance as part of the determination of 
acceptance.  All these factors add up to this: if you are interested in being in control of the nursing home facility you use, 
you will not want to rely on Medicaid. And if you do not have the assets to self-fund, then long-term care insurance is an 
alternative option. 

3. You have a limited support network and will lean on professional services as you get older. 

Many retirees hope to live independently until the day they pass. However, this is not always possible.  A fall or an 
extended illness could unexpectedly trigger the need for long-term care. The fewer support network members you can 
rely upon, the more likely you will need professional services. 

 

Considerations When Purchasing a LTC Policy 

1. When is the right time to buy an LTC policy? 

Individuals should consider purchasing their LTC insurance between the ages 55-62, when the premium is lower. After 
age 62, the premiums rapidly increase. Your current health is an important part of pricing for a LTC policy. Generally 
speaking, most individuals are still in relatively good health in their mid- to late-50’s. After age 62, health may decline 
leading to difficulties getting LTC insurance coverage or significantly increasing the cost. 
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2. How much should I spend on annual LTC premiums? 

Just like it’s hard to answer “What is the average cost of a car?” without knowing the age, make and 
model, long-term care insurance is the same. There are many flavors of long term care insurance, and 
ultimately, the dollar amount you will spend will depend on the length of coverage, daily cost coverage, 
and elected policy features. It is best to engage a LTC specialist to walk you through the various policy 
features so you can decide which features are meaningful to you and which coverage package best fits 
your budget. 

There are several important features of LTC package that must be considered when selecting coverage, 
including: 

• Waiver of Premium: The ceasing of required premium payments if the insured enters a benefit 
payout. 

• Inflation Protection: The daily benefit coverage increases with inflation, ensuring the insured 
maintains purchasing power with the policy benefits. 

• Share Care: Ability to use the allotted benefit of a spouse, if you exhaust your benefits with a 
LTC event. 

• Return of Premium: If the insured never experiences a LTC event, the amount they paid in 
premiums is returned as a death benefit to a named beneficiary. 

 

The final lesson is this: if you do not take action to actively decide how to address a long-term care 
expense, you have effectively elected to self-fund the cost. And if you do not have the assets to support 
this decision, it could place a financial strain on you, your spouse, or your loved ones. Retirement 
investing and strategizing requires planning and addressing the significant potential cost of a LTC event, 
Long term care should be one of the main subjects you address when you put together your retirement 
plan. If not, you increase the risk of putting yourself and your family in financial jeopardy. 
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