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What are the priori�es of working millennials? Are they on track to achieving their financial objec�ves? 
Research reveals a generally posi�ve picture, as 3 in 4 millennials feel sa�sfied with life overall, and half 
agree they are comfortable financially.1  Yet, they also exhibit a high level of stress.2  What is this 
contradictory evidence telling us about the financial health of this group?

1    Millennials and Money: Understanding What Drives Financial Confidence, 2018

2     The Guardian Study of Financial and Emo�onal Confidence, 2016

3    Millennials and Money: Understanding What Drives Financial Confidence, 2018

4    Millennials and Money: Understanding What Drives Financial Confidence, 2018

5     The Guardian Study of Financial and Emo�onal Confidence, 2016
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Understanding How Young Professionals
Can Live Well Today and Tomorrow.

Many Americans priori�ze having a long-term plan for achieving financial objec�ves and enough money 
in re�rement. But millennial workers tend to concentrate on short-term financial goals instead. Almost 
half (45 percent) are focused on saving for a big purchase, around a third (31 percent) on paying off 
college loans, and over half (55 percent) on just keeping up with expenses.3  Taking care of aging 
parents, traveling, and having a rewarding career are all major millennial life priori�es.4

Hopes, Dreams, and Financial Priorities

However, people who focus on the long-term view — in life and with their money — enjoy greater 
emo�onal and financial wellbeing.5  So the finding that young workers are “stressed”, despite 
experiencing general lifestyle sa�sfac�on, is perhaps unsurprising.

The short-term nature of their objec�ves highlight two poten�al stumbling blocks to achieving las�ng 
financial health.

Firstly, young workers could be falling behind in re�rement and personal savings. Even with the highest 
savings rate of any age group at 14 percent,6  millennials s�ll fall short of 

Inadequate Savings Means Less Flexibility

Emotional and Financial Wellbeing Are Inextricably Linked

1

https://www.livingconfidently.com/c2c/pdf/Living_Confidently_Millennial_Mindset_White_Paper.pdf
https://www.livingconfidently.com/research/
https://www.livingconfidently.com/c2c/pdf/Living_Confidently_Millennial_Mindset_White_Paper.pdf
https://www.livingconfidently.com/c2c/pdf/Living_Confidently_Millennial_Mindset_White_Paper.pdf
https://www.livingconfidently.com/research/


Aggressive Saving Leaves Little Room for the Unexpected

Secondly, not all young workers are approaching budge�ng and cash flow with a “Pay Yourself First” 
mindset.

When you pay yourself first, funds are set aside to meet savings targets ahead of everything else because 
mee�ng financial goals is treated as necessary rather than desirable. Paying into mortgage or rent, 
insurance, loans, and credit card bills is also important to avoid penal�es and further interest. Then 
whatever income remains goes towards regular expenses.

Those priori�zing living costs instead risk pu�ng away less than they can reasonably afford. This is 
significant because research shows the ability to save for the long-term strongly impacts financial health 
— even more so than the choice of investment vehicles.8  

the 20 percent commonly recommended by finance professionals.7  Addi�onally, money tends to be 
accumulated for short-term experiences rather than a nest egg or an emergency fund.

Prioritizing Living Costs Lowers Savings Potential 2

THE PRESENT AND BEYOND
© Northeast Financial Network. ALL RIGHTS RESERVED 03

Given the cri�cal role of savings, some young professionals are turning to ideologies like FIRE to cut 
down expenses.

The theory behind “Financial Independence, Re�re Early” is that by saving and inves�ng at least 50 
percent of income each month, savers can accumulate enough to re�re at 40.

But such a financial strategy could be difficult to sustain, and fails to address disability, accidents, or 
illnesses.  Despite the general assump�on that medical bills have stronger impact on senior Americans, 
millennials carry a greater amount of health-related debt than older people, and incur it more 
frequently.9

6    Millennials and Money: Understanding What Drives Financial Confidence, 2018

7    Personal Savings Sta�s�cs, Guardian Life, 2019

8    Mahmudova, Anora. “Here is why your savings rate is more important than your investments’ returns,”
MarketWatch, 2017.

9    Santhanam, Laura. “Millennials rack up the most medical debt, and more frequently,” PBS, 2018.

https://www.livingconfidently.com/c2c/pdf/Living_Confidently_Millennial_Mindset_White_Paper.pdf
https://www.guardianlife.com/my-finances/personal-savings-statistics
http://www.marketwatch.com/story/here-is-why-your-savings-rate-is-more-important-than-your-investments-returns-2017-07-20
https://www.pbs.org/newshour/health/millennials-rack-up-the-most-medical-debt-and-more-frequently


The Liquidity Factor in a Financial Strategy

Then there are infla�on concerns. In a re�rement period las�ng 50 years or more, purchasing power 
could be cut in half — twice.10 
 
Although it champions greater awareness of spending habits, FIRE may also leave proponents 
unprepared for life changes and emergencies.
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So how can young professionals improve their flexibility to weather the unexpected without ge�ng 
into debt?

Developing a financial strategy is a star�ng point, but only 4 in 10 millennials have one.11  The ideal 
strategy takes into account the liquidity of assets. That is, how quickly they can be converted into cash. 
Liquidity is an issue for many Americans, as two-thirds say they would struggle to cover an unexpected 
expense of just $1,000.12

  
To illustrate further, consider a situa�on where all funds are parked in Individual Re�rement Accounts 
and 401(k) Re�rement Savings Plans. Liquidity will remain low even as balances accumulate because 
they will not be accessible without a penalty un�l the age of 59½.

10   Financial Hacks for Millennials: Don’t Get Burnt With FIRE, Guardian

11   Millennials and Money: Understanding What Drives Financial Confidence, 2018

12   Up your game with long-term financial thinking, Guardian Life

13   Policy benefits are reduced by any outstanding loan or loan interest and/or withdrawals. Dividends, if any, are affected by 
policy loans and loan interest. Withdrawals above the cost basis may result in taxable ordinary income. If the policy lapses, 
or is surrendered, any outstanding loans considered gain in the policy may be subject to ordinary income taxes. If the policy 
is a Modified Endowment Contract (MEC), loans are treated like withdrawals, but as gain first, subject to ordinary income 
taxes. If the policy owner is under 59 ½, any taxable withdrawal may also be subject to a 10% federal tax penalty.

Life Insurance as an Asset That Adds Flexibility
One poten�al way for young professionals to achieve more liquidity, presently and in the future, is 
through whole life insurance.

O�en described as a form of financial confidence for loved ones, “whole life” is a type of permanent 
insurance that provides a death benefit upon the passing of the policyholder.  This is in contrast to 
“term life” which also provides a death benefit, but only for a specified period.

But whole life can also be considered a financial asset. It has an accessible cash value component13 that 
accumulates over �me, through premium payments and, poten�ally, 

https://www.livingconfidently.com/alternatives-to-the-fire-method
https://www.livingconfidently.com/c2c/pdf/Living_Confidently_Millennial_Mindset_White_Paper.pdf
https://www.guardianlife.com/my-finances/long-term-financial-planning


14    Some whole life polices do not have cash values in the first two years of the policy and don’t pay a dividend un�l the 
policy’s third year.  Talk to your financial representa�ve and refer to your individual whole life policy illustra�on for more 
informa�on.

15    Guardian, its subsidiaries, agents, and employees do not provide tax, legal, or accoun�ng advice. Consult your tax, legal, 
or accoun�ng professional regarding your individual situa�on.

16    A Modified Endowment Contract (MEC) is a type of life insurance contract that is subject to last-in-first-out (LIFO) 
ordinary income tax treatment, similar to distribu�ons from an annuity. The distribu�on may also be subject to a 10% 
federal tax penalty on the gain por�on of the policy if the owner is under age 59 ½. The death benefit is generally income 
tax free.

17    Dividends are not guaranteed. They are declared annually by Guardian’s Board of Directors.

18    Your re�rement reality: Make a plan to take these risks off the table, Guardian Life
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dividends paid into the policy.14  The cash value grows at a predetermined interest rate, meaning it 
increases irrespec�ve of stock market fluctua�ons.

The cash value component may receive favorable tax treatment as well. For example, growth in value is 
tax-deferred. Addi�onally, withdrawals are generally tax-free up to the amount of premiums paid.15

Addressing Challenges for Now and the Near Future
Though its living benefits are o�en overlooked, whole life insurance can poten�ally address the 
following challenges:

Risk mitigation - It can be added to a por�olio to reduce overall por�olio risks and help 
provide protec�on.
Funding unexpected opportunities and events - Cash value can be accessed at any age for any 
reason, as long as there is sufficient balance in the policy. Structured properly with the help of 
financial and tax professionals, withdrawals and loans can be taken out against the policy 
without tax consequences.
Growth - Addi�onal premiums can be made to grow cash value quicker.16  There is also 
dividend poten�al.17 

Addressing Retirement Challenges
Since it may offer an income stream, the cash value component can be used to supplement income 
later in life to meet expenses in re�rement — including medical bills. Though Medicare kicks in at 65, it 
has been es�mated that by 2020, a couple aged 65 will need around $365,000 to fund healthcare 
costs.18 

https://www.livingconfidently.com/infographics/infographic-risks-retirement/


19    Goss, Stephen. The Future Financial Status of the Social Security Program, 2010

20    Rhee, Nari. The Re�rement Savings Crisis: Is it Worse Than We Think?, Na�onal Ins�tute on Re�rement Security, 2013

21    The Guardian Study of Financial and Emo�onal Confidence, 2016

22    All whole life insurance policy guarantees are subject to the �mely payment of all required premiums and the claims 
paying ability of the issuing insurance company. Policy loans and withdrawals affect the guarantees by reducing the policy’s 
death benefit and cash values.

23    U.S. Social Security Administra�on Fact Sheet, 2018

24    Council for Disability Awareness, Long-Term Disability Claims Review, 2014
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The predictability offered by whole life can counter uncertain�es in Social Security, where benefits are 
expected to be paid out in full only un�l 2037.19  It can also counter-balance infla�on and market risks 
that savings in IRAs and 401k plans are exposed to.

While the tradi�onal re�rement approach is to grow a sizeable nest egg through saving and inves�ng in 
the accumula�on years, many Americans end up with insufficient savings. In fact, the na�onal shor�all 
is believed to be at least $6.8 trillion.20  This could be why more than 1 in 3 are considering delaying 
re�rement.21  

An alterna�ve strategy is to plan for the distribu�on years now by iden�fying spending needs in 
non-working years and start building different income streams to meet them. Guaranteed sources of 
income like annui�es and whole life can be invaluable in re�rement because they are reliable and last a 
life�me.

Locking in a Lower Premium and the Near Future
For young professionals, taking out whole life at a younger age lowers costs because they are further 
away from poten�al life expectancy, and insurance rates reflect that. They can lock in lower premiums 
that stay the same for a life�me.22 

When Work Is On Hold
Underpinning most financial strategies is the assump�on that there is income. But 1 in 4 young workers 
will have to put work on hold due to illness or accident during their career.23  Surprisingly, long-term 
disabili�es are more o�en caused by illness than by catastrophic injury.24  

https://www.ssa.gov/policy/docs/ssb/v70n3/v70n3p111.html#mn1
https://www.nirsonline.org/wp-content/uploads/2017/06/retirementsavingscrisis_final.pdf
https://www.ssa.gov/OACT/FACTS/
https://www.ssa.gov/OACT/FACTS/
http://www.coloradodisabilityadvisors.com/wp-content/uploads/2017/09/2014-Long-Term-Disability-Claims-Review.pdf


25    Fast facts and figures about Social Security, 2017

26    Infographic: Don’t Get Dinged by Disability, Guardian, 2019

27    More Than a Paycheck: Discover the Importance of Disability Income Protec�on, Guardian, 2019

28    Infographic: Disability Insurance. Why Now?, Guardian, 2019

29    The Guardian Workplace Benefits Study: Fourth Annual, 2016

30    90% of Workers Could Botch Their Benefits Picks, CNBC, 2017

31    The Guardian Study of Financial and Emo�onal Confidence, 2016
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For those relying on government benefits, the average monthly disability benefit paid by Social Security 
was $1,171 in 2017,25 while an adult’s average cost of living was $2,371.26  Even with group disability 
coverage, only around 40 percent of income is generally replaced.27 

Maintaining financial health during a prolonged period of earning disrup�on likely requires individual 
disability income protec�on (as a separate policy or op�onal rider to whole life) to fill the income gap. 
Again, buying sooner lowers cost: a 30-year old could expect to pay 40 percent more if they wait 10 
years before taking out a policy.28  

Making the Most of Employee Benefits
As discussed, life insurance, disability income insurance, and re�rement savings plans contribute to 
achieving long-term financial objec�ves. These products are o�en available as a part of a total 
compensa�on package, which makes them easier to access and cheaper to own.

Many Americans already recognize the importance of workplace benefits to their financial health: 2 in 3 
workers agree workplace benefits play a major role in how they feel about their financial situa�on.29  
However, 80 percent spend less than an hour choosing them.30  This may reflect a lack of 
understanding of complex financial products: only up to a third of workers feel they are knowledgeable 
about re�rement savings plans (32 percent), pensions (25 percent), disability insurance (23 percent), 
and whole life insurance (22 percent).31  Therefore, without the guidance of a financial professional, it 
seems likely that many will remain unable to op�mize their workplace benefits.

Living Well Tomorrow
The good news for young workers is that they are mee�ng short-term financial goals, and are generally 
feeling sa�sfied with life. But they will likely gain greater confidence by a�ending to long-term 
objec�ves. For this influen�al group, being though�ul about the financial products they use, having 
adequate protec�on sooner, and u�lizing workplace benefits can all contribute to las�ng financial 
independence. 

https://www.ssa.gov/policy/docs/chartbooks/fast_facts/2017/fast_facts17.pdf
https://www.livingconfidently.com/infographics/infographic-dont-get-dinged-by-disability/?utm_source=disability-insurance-experience&utm_campaign=disability-insurance-experience
https://www.livingconfidently.com/infographics/infographic-more-than-a-paycheck/?utm_source=disability-insurance-experience&utm_campaign=disability-insurance-experience
https://www.livingconfidently.com/infographics/infographic-disability-insurance-why-now/?utm_source=disability-insurance-experience&utm_campaign=disability-insurance-experience
https://www.guardiananytime.com/gafd/wps/portal/fdhome/insights-perspectives/emerging-trends/benefits-in-the-workplace-study
https://www.cnbc.com/2017/10/19/90-percent-of-workers-could-botch-their-benefits-picks.html
https://www.livingconfidently.com/research/
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