LIFE AFTER

59

Make Your Assets
Last a Lifetime
You've undoubtedly heard someone say that 60 is the new 40. While the
phrase is o�en u�ered in a light-hearted manner, part of the underlying
message shouldn't be lost on those approaching re�rement age.
With average life expectancy increasing, it's more important than ever for
people to pay a�en�on to their ﬁnancial situa�on and help ensure that they
don't outlive their assets. Part of that strategy hinges on taking advantage of
all the beneﬁts that re�rement accounts have to oﬀer.
You might save for re�rement in one of two ways: You could par�cipate in an
employer-sponsored plan or save money in personal vehicles such as
individual re�rement accounts (IRA) or simpliﬁed employee pension plans
(SEP) for self-employed persons and small business owners.
While tradi�onal pension plans oﬀered by companies are somewhat scarce
these days, a more popular choice among employers is a 401(k) plan. These
plans give employees a chance to contribute to a re�rement plan with
pre-tax dollars, and in many cases, the employer will match a certain
percentage of those contribu�ons.
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IRAs work much the same way as a 401 (k), but it's up to you to get one
started and also realize that contribu�on maximums are not as high as the
ceiling of employer-sponsored plans. You can maintain both types of
accounts, but typically you can't reduce taxable income with an IRA if you
par�cipate in a 401 (k). It's one or the other. The key to saving for re�rement
and making those dollars last a life�me is to contribute early, o�en, and as
much as your budget allows.
In 2019, for people under 50 years of age, 401(k) plans allow up to $19,000 in
contribu�ons annually and IRAs max out at $6,000 per year. Once you've
reached those limits and s�ll have the means to save, you might consider
other vehicles such as annui�es or cer�ﬁcates of deposit. Par�cipants over 50
can take advantage of "catch-up" provisions and contribute even more
money in certain circumstances.
It's not always easy to deposit the maximum amounts in your re�rement
vehicles. Parents may ﬁnd paying for college tui�on and related expenses is
one of the foremost derailers of a well-intended re�rement strategy. Greatly
outpacing the core rate of inﬂa�on, college costs have risen to challenging
levels. Choosing to foot the en�re bill for a student will lessen the amount of
money you can contribute to your re�rement pot, and that commitment may
impact your future plans. Subsidizing an educa�on where and when you can
without sacriﬁcing too much proves to be a more prudent approach.
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Healthcare in
Retirement
No one says you have to work un�l a certain age before you re�re, but many
employed individuals target age 65 as a �me when they might choose to
close the door on a frui�ul career. Age 65 isn't just an arbitrary number,
however. It's the age when Medicare eligibility begins for those who have
made contribu�ons to the program through payroll contribu�ons or
self-employment taxes.
A valid concern among pre-re�rees is medical insurance premiums and the
comprehensiveness of the beneﬁts they'll receive when they re�re. Medicare
Part A and Part B plans do provide coverage for doctor visits, inpa�ent stays,
or outpa�ent procedures. However, know that these government-sponsored
medical plans usually involve some out-of-pocket expenses— premiums,
copays, and coinsurance— that apply to health care services and/or plans
covering prescrip�on drugs. As such, you must budget for those costs before
you re�re.
Early re�rees— those who hang it up before age 65— have a somewhat
more complex puzzle to solve. Since Medicare won't kick in before that magic
number hits, healthcare premiums can eat up a signiﬁcant amount of a newly
formed budget. In rare cases, early re�rees might be allowed to stay on their
employer's group plan and pay the same contribu�ons to health insurance as
they did when they worked.
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It's more likely that a pre-65 re�ree would have to ﬁnd individual health care
coverage through the exchange created by the Aﬀordable Care Act (ACA).
However, rates for plans on the ACA marketplace are age-banded, meaning
that a 55-year-old male, for instance, would pay more for coverage than a
35-year-old male. So, before you pull the trigger on re�rement, perform your
due diligence on health care op�ons.
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Social Security

As most ﬁnancial professionals will tell you, Social Security was never
designed to do it all. That is to say, the amount you should expect to receive
from the system won't be enough to provide the lifestyle you had in your
working years. Supplemental re�rement savings plans should be u�lized to
ﬁll in most of the income gap between what Social Security will pay you
monthly and what you had been paid when you were employed.
There are a few ways to get the most out of the contribu�ons you've made to
the government-sponsored re�rement plan— and number one is to wait as
long as possible to receive the maximum beneﬁt. Pu�ng oﬀ the receipt of
Social Security payments un�l age 70 will get you the largest monthly
payout possible.
Contact the Social Security Administra�on for complete details regarding
eligibility for beneﬁts.
But you can s�ll receive your due at age 62 or wait for a bigger monthly
check— 25 percent more— at what's considered "normal" re�rement age.
That's 65 for those born before 1955— and then either 66 or 67, depending
on when your birth date falls a�er that.
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No one has a crystal ball, but taking a stab at life expectancy might determine
when you opt to receive Social Security beneﬁts. If you're blessed with good
health and the wherewithal to keep working beyond normal re�rement age,
delaying beneﬁts might seem like a no-brainer for two reasons: You'll have
more earned income, and pairing wages with Social Security payments might
render those amounts taxable to the federal government.
As you age, the inevitable sets in, and it's wise to assume that some physical
condi�ons will cost you money. Therefore, you should realize that Medicare
won't cover some common ailments. Hearing aids, eyeglasses, and dental
work, for example, will need to be paid for from your own savings but expect
the program to cover chronic or acute illnesses that pose a threat to life or
limb.
But once again, es�mate the amounts you'll need to spend for those medical
and prescrip�on drug copays. Keeping 3 to 6 months worth of household
income in a liquid account should help foot the bill if unexpected medical
expenses arise.
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How Much Is
Enough?
It's a common worry. Will you have enough income and savings to maintain
the lifestyle you've enjoyed throughout your working life? That depends. You
may want to purchase a vaca�on home or travel to some long-awaited
des�na�ons. You'll probably want to es�mate the costs of those pleasures
and add those amounts to your nest egg.
On the other hand, you might endeavor to do what you've always done. The
Center for Re�rement Research at Boston College recommends that your
re�rement income registers somewhere in the neighborhood of 80 percent
of your former wages or salary. This strategy presupposes that you haven't
incurred a lot of debt, the mortgage has been burned, and you don't have
dependents— young or old— to support.
While there's no magic formula to abide by, a general rule of thumb states
that you should save early, save o�en, and save as much as your budget will
allow. You can leverage the principle known as the �me value of money.
Theore�cally, the longer you let interest compound on your savings and
investments, the larger you're re�rement crop will grow un�l the �me it's
ready to be harvested.
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Lifetime Income
for You and Your
Heirs
It's been said that other than death and taxes, nothing in life is certain. You
can make some pre�y solid bets, though. Insurance products such as
annui�es generally contain a feature that allows you to take a predetermined
sum of cash and turn it into a life�me stream of income-- one which you'll
never outlive.
With people living longer than ever, there exists a risk that you may exhaust
all your savings and invested assets at some point along your re�rement
journey. Turning on that life�me spigot assures you will s�ll have income
ﬂowing in to maintain your current lifestyle, and any chance of running dry is
eliminated.
This move isn't a one-size-ﬁts-all solu�on. Thus, it's prudent to discuss your
situa�on with a ﬁnancial professional and see how the strategy dovetails with
your other investment plans, needs, and �me horizons.
The primary goal of life insurance is to provide a death beneﬁt when the
insured dies. Some�mes that death beneﬁt is used to pay oﬀ debt or simply
allow a beneﬁciary to con�nue the same lifestyle that was enjoyed when the
insured was alive.
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Life insurance can have a variety of secondary objec�ves other than the
death beneﬁt for income protec�on during your working years. Many
re�rees— especially those in good health— purchase policies to bequeath
gi�s to heirs a�er one of life's certain�es does come to pass.
Parents may wish to convey beneﬁts to children as a legacy, and
grandparents might want to use life insurance to fund a grandchild's college
educa�on. Whatever the goal, disposable income can be used to establish a
policy that helps fulﬁll the dreams of future genera�ons.
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Preserving More
of That Legacy
Those two certain�es in life actually go hand-in-hand. Because even a�er
you've passed on, the taxman s�ll comes calling. And in the case of high net
worth individuals, that call can be an onerous one. Federal estate tax— if not
properly accounted for— can decimate your ﬁnancial holdings a�er you've
died. It's reported that Elvis Presley's estate paid about $7.3 million—more
than 70 percent of its value— to the IRS.
Naturally, tax laws change frequently, and it's recommended that you consult
with a tax professional prior to crea�ng an estate plan. Trusts are o�en a
good route to take but there's always some give and take. An irrevocable
trust can be a very eﬀec�ve strategy to accumulate wealth for the purpose of
estate tax liquidity. Because assets transferred to such a trust are no longer
owned or controlled by the trust grantor, they are not included in the taxable
estate of the grantor.
Depending upon the decedent's level of wealth, state of residence and to
whom assets pass at death, state estate and/or inheritance may also be a
concern. If structured properly, a life insurance trust could create the means
to pay those taxes and preserve more of your ﬁnancial legacy for whomever
you choose. Essen�ally, you're buying whole dollars (likely hundreds of
thousands or millions of them) with premiums or discounted dollars for
future payouts a�er you've died.
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Retiring Thoughts

Mark Twain once said, "Twenty years from now, you will be more
disappointed by the things you didn't do than by the things you did." That
advice can be interpreted in many prac�cal ways. In the realm of ﬁnancial
pursuits, the message is clear— and resoundingly true. What you can take
away from Twain's adage is consult with a professional, educate yourself,
make a plan, expect the unexpected—and most of all, s�ck to that plan. As
re�rement draws nearer, you and the ones you love will be thankful for the
foresight.
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