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Speaker Notes

Retirement planning is like running a marathon. It requires foresight, 
commitment, and discipline to stay the course over a long distance.

A good coach helps too. That’s where you come in.

Laying out a winning retirement strategy boils down to three simple steps: 
Talk, Plan, Act. 

•  Talk with your clients about their retirement goals and the many 
complex factors that will influence whether they may reach those goals.

•  Plan for their goal of a financially secure retirement by working with 
clients to develop savings and investing strategies designed to help 
them meet their retirement needs, while accounting for factors such as 
increased healthcare expenses.

•  Act on those retirement plans and strategies by engaging clients to 
begin saving and investing as soon as possible, revisiting and revising 
those plans regularly, and helping them maintain the discipline to stick 
with their plans.

This book provides a framework around the complex issues relevant 
to retirement planning. It offers insights backed by data that enable you 
to initiate meaningful retirement conversations with your clients.

By understanding the retirement landscape and the principles of saving 
for retirement, clients stand a better chance of staying on course and 
pursuing the goal of a financially secure retirement.
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Saving for a financially secure retirement may seem near impossible, 
especially for younger people. But we believe that’s just not true.

What is true is that many factors will go into shaping your retirement. 
Some you have no control over, such as stock market returns and tax 
policies. Others you have partial control over, such as your earnings 
and lifestyle habits.

But you do have complete control over several very important factors, 
including:

1. The amount you save when you start saving. 

2. The amount you spend. 

3. The amount of risk you take in your portfolio.

What’s important is to take control over those factors you are able to 
control, and to take control as soon as possible. That’s exactly what the 
majority of working people are doing: Two out of three workers say they 
are saving for retirement.1
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“ The question isn’t at what age I want to retire, it’s at what income.”
   —George Foreman

1. Source: Aon Hewitt, Financial MindsetTM Study, 2015.
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Retirement Planning: Charting the Right Course

Savings
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Factors that will impact your retirement.

Sandwich Generation
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Source: OppenheimerFunds, 2017. 5

We believe a financially secure retirement is achievable if you chart the 
right course, which means starting with the right planning. When most 
people think retirement, they’re likely to think Social Security. But anyone 
planning to retire on Social Security alone is in for a rude awakening: The 
average monthly benefit (as of January 2017) is $1,360. That’s just over 
$16,000 annually, while the official 2016 federal poverty level for a two-
person household is $16,020.1 Some predict Social Security won’t even 
be around by the time Millennials retire, but it’s unlikely Social Security 
will become extinct. It’s more likely that checks will get smaller and the 
age to qualify for them will be raised.

So let’s get a couple of things straight right from the start: Social Security 
was never intended to be a retiree’s sole source of income. Same goes 
for 401(k) plans, though 401(k)s are increasingly important because most 
employers no longer provide defined benefit pension plans. Both are 
designed to supplement a retiree’s income. Together, they can provide 
retirees some degree of financial security, but the fact is, a financially 
secure retirement requires multiple funding sources, including Social 
Security, 401(k) plans, IRAs, and personal savings and investments.

1. Source: U.S. Department of Health & Human Services, Poverty Guidelines, January 1, 2016.
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Americans Are Living Longer, Which Means You’ll Spend More Time in Retirement

Average Life Expectancy1 Probability of Living to a Specific Age or Beyond If Age 65 Today2

1900s 2013
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1. Source: National Institute on Aging, 2013.
2. Source: Social Security Periodic Life Tables, 2013. 6

The good news is that average life expectancy in the United States today 
is more than 79 years. That’s up from just 49 years in the 1900s. 

For a 65-year-old couple today, there is a 74% probability that at least 
one of them will live another 20 years. A single woman at age 65 today 
has a 72% chance of reaching age 80 and a single male at age 65 has 
a 62% chance of living until age 80.



Americans Are Living Longer, Which Means You’ll Spend More Time in Retirement

Average Life Expectancy1 Probability of Living to a Specific Age or Beyond If Age 65 Today2

1900s 2013

Women Men Couple

0

20

40

60

80

100%

100 Years95 Years90 Years85 Years80 Years75 Years

At least 
one lives to 
specific age

Consider investing a portion of your portfolio for growth and longevity.

7949

1. Source: National Institute on Aging, 2013.
2. Source: Social Security Periodic Life Tables, 2013. 6



Speaker Notes

The downside from a financial perspective is that the longer you live, the 
more resources you will need, which means your retirement resources 
need to last longer too.

For most retirees, healthcare expenses tend to rise dramatically as they 
age. Average healthcare costs for a 65-year-old couple are just under 
$10,700. By age 85, that number climbs to $37,500—more than three-
and-a-half times higher!

By age 85 and older, a retiree is 10 times more likely to be in a nursing or 
assisted living facility than at age 65.

And then there’s inflation, which can erode your purchasing power in 
retirement and possibly lead to your outliving your retirement assets. It’s 
a simple fact of life—and economics—that prices tend to go up over time.

All of these considerations must be factored into your retirement planning 
strategies.

Cost Considerations of a Longer Lifespan
Cost Projection for Healthcare1

(Includes Medicare Parts B, D, Supplemental, and all  
out-of-pocket costs, including deductibles and co-pays)

Percentage of Seniors  
Living in a Nursing Home2 Inflation

Age

0

10,000

20,000

30,000

$40,000

8580757065

$37,557

$27,701

$20,211

$14,594

$10,680

0

3

6

9

12%

85+75–8465–74
Age

10%

3%

1%

vs.1990 2016

vs.$4.22 $8.73
(urban areas: $10+)

Movie Tickets3

vs.$2.94 $4.28
Coffee4

vs.$2.78 $3.19
Gallon of Milk4

1. Source: Healthview Insights: 2016 Retirement Health Care Costs Data Report.
2. Source: Administration on Aging “A Profile of Older Americans,” 2014.
3. Source: National Association of Theatre Owners, 2016.
4. Source: Bureau of Labor Statistics, 2017. 7
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One source of income you probably won’t have in retirement is a 
paycheck. While many people think they will continue to work during 
retirement, the reality is few of them actually do. There are a variety of 
reasons why this is so, including personal health issues, having to care 
for a loved one or simply being unable to find a job. 

While it’s nice to think that we have the option to work during retirement, 
the reality is most retirees do not work.

Think You’ll Work in Retirement? Chances Are You Won’t

56%

22%

63%

25%

79%

29%

201720081998

Percentage of Workers Who Plan to Work 
During Retirement

Percentage of Retirees Who Report Actually Working 
in Retirement

Perception and reality are at odds here. While many Americans think they’ll work during retirement, the reality is that  
only a small portion of retirees actually do.

Source: EBRI, 2017 Retirement Confidence Survey, No. 431. 8
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When you retire, you don’t just suddenly stop spending your money. 
The perception for many is that they will spend less in retirement because 
they believe their expenses will be lower. Here again, the reality is 
somewhat different: 47% of retirees say their healthcare expenses are 
higher than expected; and 37% of retirees say other expenses (excluding 
healthcare) are higher than they expected. In some cases, those higher 
expenses may be due to factors beyond their control.

The Impact of Underestimating Your Expenses in Retirement

� Healthcare Expenses � Other Expenses

Somewhat 
Higher

Much 
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About the 
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Don’t Know/
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Much 
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Almost 4 out of 10 retirees underestimate their expenses in retirement.

How have retirees coped when their 
expenses were higher than expected 
at retirement?

• Reduced other expenses

• Adjusted budget

• Drew down savings/investments

• Went back to work

• Cut back on health/car insurance

• Went into debt

• Help from family/moved in with family

47%
of retirees say their 
healthcare expenses in 
retirement are higher 
than expected.

37%
of retirees say their “other” 
retirement expenses are 
higher than expected.

Source: EBRI 2017, Retirement Confidence Survey. No. 431. 9
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Inflation has been tame in recent years. But the one thing we can be 
certain about is this: Inflation volatility has a painful effect on those on 
fixed incomes such as retirees, those with higher income allocations 
going towards tuition, transportation, or medical costs...and all 
households whose discretionary spending is more dream than reality.

The Inflation Factor
Inflation has been tame in recent years. However, price volatility can have a painful effect on retirees living on fixed incomes.

Consumer Price Index (CPI)
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Healthcare in Retirement

“ And in the end it’s not the years in your life that count. It’s the life in your years.”
   —Abraham Lincoln
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Healthcare Premium Cost Projections  
for a 65-Year-Old Couple*1

The longer you live the more you’ll spend on medical expenses; and healthcare premium costs are skyrocketing. 

*Assumes life expectancy of 87 for the male, 89 for the female, and a modified adjusted gross income (MAGI) income level below $170,000.
1. Source: Healthview Services: 2016 Retirement Health Care Cost Data Report. 12

The longer we live, the more we spend on healthcare-related expenses. 
That means our retirement savings and resources will have to last 
longer, too.

In this example, a 65-year-old couple who retired in 2016, who are 
covered by Medicare Parts B and D, and have a supplemental health 
insurance policy, will see their healthcare premium costs rise consistently 
over the course of 20 years. 

Monthly healthcare premium costs will almost quadruple, from $644 
a month to over $2,300. By the time they reach 85 years old, their total 
out-of-pocket costs will have topped $435,4721—almost half-a-million 
dollars, just for premiums!

Fortunately, we don’t have to hit the panic button just yet.

1. Source: Healthview Services: 2015 Retirement Health Care Cost Data Report.
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The Question Isn’t “How Long Will I Live?” It’s “How Long Will I Be Healthy?” 

Medical advances coupled with living healthy make living longer 
and better a possibility.

Life expectancy in the U.S. is rising and good health and vitality is highly probable for many older Americans.

Cancer

Alzheimer’s  
Disease

Heart Disease
Diabetes

21.5%
4.8%

25.5%
2.8%

Leading causes of death ages 65+

Non-communicable 
chronic conditions 
and degenerative  
diseases are the 
leading causes of 
death and disease1

Practice healthy aging

Projected 
growth of 
generic and 
biosimilar 
drugs make 
healthcare 
accessible to 
more people2

2013 2018

$168B

$283B
Projected growth of 
med-tech market2

2013 2020

$363B

$513.5B

Projected growth 
of oncology  
drug market3

2013 2020

$107B

$150B

1. Source: World Health Organization, Global Health and Aging 2011.
2. Source: Deloitte 2015 Global Life Sciences Outlook.
3. Source: Quintiles IMS, 2016. 13

The good news is that average life expectancy in the United States today 
is about 79 years. That’s up from just 49 years in the 1900s.

And it’s not just living longer, but living better, for a variety of reasons:

• Advances in medical technology and pharmaceuticals.

• More access to those technologies and drugs.

•  More innovative approaches to treating diseases and chronic 
conditions.

•  Much greater understanding that each of us can improve our health 
and increase our longevity by making positive lifestyle choices.

In the 1900s, major health threats were more about infectious and 
parasitic diseases. Today, chronic conditions (e.g., hypertension, heart 
disease, lung disease, cancer and diabetes) and degenerative diseases 
(e.g., Alzheimer’s) are more likely to affect adults and older Americans.1

1. Source: World Health Organization, Global Health and Aging, 2011.
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Healthcare Costs Are Rising…But So Are New Strategies to Deliver Lower-Cost Care1

Partnerships, New Types of Facilities and Virtual CareValue-Based Models
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1. Source: Top Health Industry Trends and Issues, PwC 2016. 14

A variety of new approaches and models are emerging to address the 
rising costs of healthcare. These include:

•  Value-based care, where doctors and hospitals are paid for keeping 
patients healthy. It’s a departure from the traditional fee-for-service 
approach, where they are compensated for every test and procedure 
they perform.

•  The “mother ship approach,” where hospitals start partnerships 
or affiliate with other high-quality community hospitals and transfer 
patients with less serious illnesses from emergency rooms to 
community hospitals. That opens up beds for the very sick and 
improves a hospital’s bottom line.

Other lower-cost approaches include eliminating inpatient care facilities 
and going to “bedless” hospitals outfitted with “observation” units and 
outpatient facilities, as well as using digital technology such as audio 
and video to monitor and treat patients anytime, anywhere.
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HSAs: Fund Future Healthcare Expenses Now
Health Savings Accounts (HSAs) allow individuals to pay for qualified out-of-pocket medical expenses using pre-tax dollars.

HSA Contribution and Out-of-Pocket Limits For 2017 For 2018

HSA contribution limit  
(employer + employee)

Individual: $3,400
Family: $6,750

Individual: $3,450
Family: $6,900

HSA catch-up contributions  
(age 55 or older)* $1,000 $1,000

High-Deductible Health Plans (HDHP) minimum deductibles Individual: $1,300
Family: $2,600

Individual: $1,350
Family: $2,700

HDHP maximum out-of-pocket amounts  
(deductibles, co-payments and other amounts but not premiums)

Individual: $6,550
Family: $13,100

Individual: $6,650
Family: $13,300

*Catch-up contributions can be made any time during the year in which the HSA participant turns age 55. Unlike other limits, the HSA catch-up contribution amount is not indexed; any increase would require statutory change. 15

One of the best ways to plan now to pay for future medical expenses in 
retirement is to open a Health Savings Account (HSA). 

Simply stated, an HSA allows individuals to save for—and pay for—
qualified out-of-pocket medical expenses in the future using pre-tax 
dollars today. The 2017 contribution limit for individuals is $3,400, and 
$6,750 for families. A $1,000 catch-up contribution is allowed if the HSA 
owner is age 55 or older. 

It’s important to note that HSAs are subject to a variety of federal 
regulations, and not everyone is eligible to open an HSA.1 But for those 
who are eligible, HSAs provide a host of attractive benefits that may be 
even more valuable in retirement.

1.  Source: For eligibility criteria and information about other important rules, regulations, and restrictions, please visit the Internal Revenue Service website:  
http://irs.gov/publications/p969/ar02.html. 
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Vital Stats on Health Savings Accounts (HSAs)
HSA Advantages

No time limit for  
using the money. HSAs are portable.

HSAs do not raise the cap  
on tax-deferred savings. 

HSA funds may be invested  
in cash, mutual funds or  

other investments.

Triple tax break when  
paired with high-deductible  
health insurance policies.

Tax-free withdrawals  
for medical expenses.

3x

16

Let’s highlight just a few of the many advantages HSAs offer:

•  HSAs do not raise the cap on tax-deferred savings. That enables HSA 
owners to max out their 401(k)s and IRAs and still save the maximum 
amount in their HSA.

•  There’s no time limit for using the money, which can be used tax free 
for many medical expenses in retirement. There is no “use it or lose it” 
stipulation such as those found in Flexible Spending Accounts (FSAs).

•  HSAs are portable.

•  HSAs provide a triple tax break when paired with high deductible 
health insurance policies:

 •  Contributions are sheltered from income taxes.

 •  The money grows tax deferred.

 •  Funds can be withdrawn tax free anytime for qualified medical 
expenses.

•  HSA funds don’t have to be all in cash. Depending on where you 
set up your account, you may be able to invest in mutual funds 
or other investments.

•  Withdrawals for medical expenses are tax free. Withdrawals can also 
be used for Medicare premiums (parts B and D—hospital, medical/
doctor and prescription premiums). Cannot be used to pay for Medigap 
premiums.
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HSA Caution Flags

Contributions not allowed after account owner enrolls in Medicare.

Withdrawals for non-medical expenses taxed as income after age 65.

20% penalty AND income taxes owed on withdrawals for non-medical 
expenses prior to age 65.

17

With all of that said, there are several important caveats to keep in mind:

•  HSA contributions are no longer permitted once the account owner 
enrolls in any Medicare plan.

•  After age 65, individuals may withdraw money to pay for non-medical 
expenses, but the funds will be taxed as income.

•  Prior to age 65, individuals pay a 20% penalty AND owe taxes on 
withdrawals for non-medical expenses.

On balance, however, HSAs make sense for many people and should 
be a consideration as part of the retirement planning conversation 
and process.
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HSA Beneficiary: Beware the Tax Consequences

•  May maintain HSA in his/her name.

•  May access funds for qualified 
medical expenses tax free.

•  Does not need HDHP (high 
deductible health plan).

•  HSA is liquidated and account value 
becomes taxable as income for 
beneficiary in the year of your death. 
Tax liability may be significant.

•  Taxable amount may be reduced 
if beneficiary pays any remaining 
qualified medical expenses of 
deceased HSA owner within one 
year of date of death.

•  HSA is liquidated and total 
distribution is included on the 
deceased HSA owner’s final 
tax return.

Your spouse is a beneficiary Your child is a beneficiary Your estate is the beneficiary

18

Let’s look at three of the most common HSA beneficiary choices:
•  Spouse. In this case, it’s pretty simple. Upon your death, your spouse 

becomes the owner of the HSA and may use it as his or her own account 
to pay for eligible medical expenses. It is not necessary for your spouse 
to have a high-deductible health plan. If your spouse has HSA-qualified 
insurance, he/she may continue to contribute to the account as if it were 
his/her own. If your spouse does not have a qualifying plan, he/she may 
not contribute any more money to the account but may continue to use 
the account as his/her own HSA for qualified medical expenses tax free.

•  Child. If your child or someone other than your spouse is the designated 
beneficiary of your HSA, the account closes upon your death and any 
money is taxable to the beneficiary in the year you die. That may be 
a significant tax burden, depending on your beneficiary’s financial 
circumstances and the amount that passes from your HSA. The tax 
burden may be reduced if your beneficiary uses the HSA funds to pay 
any of your outstanding eligible medical expenses incurred after you 
opened the account. The beneficiary has up to one year after your death 
to do so.

•  Estate. Here again, the HSA closes upon your passing but the money 
passes to your estate if you have not designated a beneficiary. In this 
case, the amount of the distribution is included on your final tax return.
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As we age, typical daily activities that allow us to live independently, such 
as preparing meals, managing medications and driving, may become 
more difficult to manage. While no one likes the idea of losing their 
independence, knowing what kinds of elder care options are available 
is instrumental in planning for our future needs.

Who Is Going to Change Your Lightbulb?
Common senior housing options and average costs.

Independent 
Living Communities

Assisted Living 
Communities

Memory Care/ 
Dementia Care Skilled Nursing

In-Home  
Care

Respite  
Care

Average Age 75 80 80 Varies Varies Varies

Cost $2,000–$5,000 
per month

$3,500–$10,412 
per month

$3,500–$6,600 
per month

$6,000–$13,000 
per month

$20–$39 
per hour

$90–$250 
per day

Meals per Day Meal plan options 3+ 3+ 3+ None 1–3

Medication  
Management No* Yes Yes Yes Varies Yes

Personal Care No* Yes Yes Yes Yes Yes

Alzheimer’s Care No Varies Yes Varies Yes Varies

Nurses On-Site No Varies Varies Yes Varies Varies

Mobility Assistance No Most Yes Yes Yes Yes Most Yes

Transportation Yes Yes Yes No Varies Varies

*Home Health Companies may be available to contract these services on-site.
Sources: A Place for Mom, Guide to Senior Housing and Care, 2016; www.genworth.com; Genworth 2016 Cost of Care Survey, conducted by CareScout, April 2016. 19
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Despite what Dave Barry may think, most people understand that 
Social Security is not a windfall. In fact, the very low percentage 
of your income Social Security replaces is eye-opening, especially 
for high earners.

Social Security
“ I care about our young people and I wish them great success  
because…some day, when my generation retires, they will have  
to pay us trillions of dollars in Social Security.”

   —Dave Barry

S
ocial S

ecurity
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How Much of Your Earnings Will Social Security Replace?

Retired Worker Age 65, 2017

53%
$11,120

40%
$18,320

33%
$24,290

25%
$32,244

Low
$20,830

Medium
$46,290

High
$74,060

Maximum Taxable
$127,200

Earnings  
Level

Social Security 
Replacement  
Level

1. Source: Social Security Administration, 2017 Retirement Rates for Hypothetical Retired Workers. 21

Social Security was never intended to be a retiree’s sole source of 
income, but rather a supplement to a retiree’s income. It’s important 
to keep that context in mind. For those with modest incomes, Social 
Security is a “safety net” that will replace roughly 40%–50% of pre-
retirement earnings. For those with higher incomes, Social Security will 
replace about a third to a quarter of preretirement earnings. For high 
wage earners, Social Security can provide a solid income floor, but it’s 
also fair to say that the more you earn, the less Social Security replaces. 
In this example, a worker who had income of $127,200, would only get 
about a quarter of that income replaced by Social Security.
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What’s the “Magic Number” to Unlocking All Your Social Security Benefits?

• Receive 100% of your retirement benefits

•  Work without an earnings limit while  
collecting full benefits

•  Utilize special claiming options for  
married couples

 •  Restricted application (available until 2019)

Determine Your Full Retirement Age

Year of Birth Full Retirement Age

1943–1954 66

1955 66 and 2 months

1956 66 and 4 months

1957 66 and 6 months

1958 66 and 8 months

1959 66 and 10 months

1960+ 67

Waiting until you reach Full Retirement Age (FRA) allows you to receive 100% of your Social Security benefits.

Source: https://www.SSA.gov/planners/retire/retirechart.html, 2016. 22

Any discussion of Social Security retirement benefits begins with 
“The Magic Number,” which is full retirement age, also known as FRA. 
Currently the FRA is 66-years-old, and it gradually increases to age 67 
based on date of birth.

What makes FRA magical? When you reach FRA:

• You can receive 100% of your retirement benefit.

•  You can use special claiming options available to married couples that 
may increase your total benefits.

•  You can work with no earnings limit, while still receiving 100% of your 
retirement benefit.

On the other hand, if you opt to claim Social Security benefits before your 
full retirement age and continue to work, you permanently reduce your 
monthly payment and are subject to an earnings limit.
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Patience Is a Virtue—And It Can Pay Off

0

100,000

200,000

300,000

$400,000

908680706662

132% of benefit $1,770

Age
(FRA)

Total 
Cumulative 
Amount

Average 
Monthly 
Benefit

100% of benefit
75% of benefit

$1,341
$1,005

Bill SophieMarie
Claims 
earlier
than FRA

Delays 
claiming 
past FRA

Claims at

FRA

Delaying benefits means more income. 
However, your portfolio may need to 
provide the income to bridge the gap 
until your delayed benefits are received.

32%—That’s how much more you’d take home if you postponed claiming Social Security just four years past your Full Retirement Age (FRA).

Cumulative Social Security Benefit at Age 86

Assumes full retirement age $1,341 monthly payment; does not reflect cost of living adjustments or inflation.
Source: SSA.gov, 2016. For illustrative purposes only. Individual benefits will vary based on earnings history and other factors. Examples in the graphs do not reflect cost of living adjustments (COLA) or inflation. According to SSA.gov,  
$1,341 was the average monthly Social Security benefit for a retired worker in January 2016. The percentages and amounts in the graphs are from http://socialsecurity.gov/OACT/ProgData/ar_drc.html. 23

This example shows just how big a difference it makes to your 
retirement income based on when you choose to start receiving 
Social Security benefits:

Marie begins collecting at age 62. She permanently reduces 
her monthly payment by 25%. By the time she’s 86, she’ll collect 
about $289,000.

Bill decides to start collecting at his FRA and receives 100% of his 
benefit. By the time he’s 86, he’ll collect around $321,840.

Sophie waits to claim until she reaches age 70 and maximizes her 
benefit by 132%. When she’s 86, her total benefits will add up to 
nearly $340,000.

The old saying that “time is money” is certainly true when it comes 
to Social Security benefits, so think carefully about when you want 
to start collecting.
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Social Security Monthly Payments by Claiming Age

Average FRA Monthly Benefit1

Claiming early leaves you with less...

0

500

1,000

1,500

$2,000

706968676665646362

100%

$1,348

Age

$1,011
75%

$1,078
80% $1,169

87% $1,258
93% $1,456

108% $1,564
116% $1,672

124% $1,779
132%

Postponing until later leaves you with more...

Source: SSA.gov, June 2016. 

1.  For illustrative purposes only. Individual benefits will vary based on earnings history and other factors. Examples in the graphs do not reflect cost of living adjustments (COLA) or inflation. According to SSA.gov,  
$1,348 was the average monthly Social Security benefit for a retired worker in June 2016. The percentages and amounts in the graphs are from http://socialsecurity.gov/OACT/ProgData/ar_drc.html. 24

You can claim Social Security benefits as early as age 62.

BUT if you claim early, your monthly payment is permanently reduced by 
25% of your FRA payment. If you claim at age 63, your monthly payment 
is 20% lower than your FRA, and it slides down until you reach 66 and are 
eligible for 100% of your benefit.

For every year you wait after age 66—the current FRA—and up to age 70, 
you gain an 8% delayed credit. That means if you wait till you’re age 70, 
your monthly Social Security payment will be 132% of what you would 
have received at age 66.

Many savvy retirees delay filing for Social Security to earn delayed credits 
and use other income sources in the interim to bridge the gap. 

Source: Chart % = http://www.socialsecurity.gov/OACT/ProgData/ar_drc.html, 2016.
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Obviously, the reason we plan and save for retirement is  
so we can have enough money to last the rest of our lives  
AND be able to buy things.

Saving for Retirement

S
aving

 for R
etirem

ent

“ I have enough money to last me the rest of my life. Unless I buy something.”
   —Jackie Mason
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Retirement Needs: How Much Is Enough?
You’ll probably need 75%–80% of your preretirement income for each year in retirement.

Salary at 
Current Age

Current 
Savings

Projected 
Salary at 
Retirement 
Age

Target Annual 
Retirement 
Income: 75% 
of Last Year’s 
Salary

Monthly 
Value of 
Replacement 
Income

Estimated 
Social Security 
Earnings 
per Year at 
Retirement

Replacement 
Income 
Needed from 
Retirement 
Savings

Total Account 
Balance 
Needed 
to Payout 
Retirement 
Income

Percent of 
Annual Salary 
that Must Be 
Saved Each 
Year to Meet 
Target Goal**

$35,000 $60,000 $57,352 $43,014 $3,584 $14,196 $28,818 $351,399 13.20%

50,000 90,000 81,931 61,448 5,120 17,988 43,460 529,948 14.00

90,000 150,000 147,475 110,607 9,217 25,440 85,167 1,038,512 17.11

120,000 200,000 196,634 147,475 12,289 29,004 118,471 1,444,627 18.31

150,000 250,000 245,792 184,344 15,362 30,624 153,720 1,874,448 19.41

Assumptions

 Current Age: Salary Increase Rate per Year: Planned Retirement Age: Target Replacement Ratio: Market Interest Rate: Present Value Factor* at Age 65:

45 2.50% 65 75% 5% 12.19

* The Present Value Factor is how much money you would need at age 65 to provide $1/year every year for the rest of your life. It is actuarially determined based on interest and mortality.
**In addition to accumulated current balance.
Source: OppenheimerFunds, 2017. Social Security Benefit estimated from ss.gov website [www.ssa.gov/cgi-bin/benefit6.cgi]. Calculations are provided by The Benefit Practice. The Benefit Practice is not affiliated with OppenheimerFunds, Inc. 
This chart is for illustrative purposes only. It does not constitute a recommendation as to the suitability of any retirement savings plan for any person or persons having circumstances similar to those portrayed. Individual benefits will vary based on 
earnings history and other factors. Examples do not reflect cost of living adjustments (COLA) or inflation. At withdrawal, taxes must be paid on contributions and earnings withdrawn and may be subject to a 10% penalty if amounts are withdrawn 
prior to age 59½. 26

How much will you need to live comfortably in retirement? More than you 
think.

The general rule of thumb is you’ll need approximately 75%–80% of your 
final preretirement salary each year you are in retirement. Let’s look at the 
example on this chart of a worker who is 45 years old.

•  He or she has a current salary of $90,000 and has managed to save 
$150,000 so far for retirement.

•  If we assume annual salary increases of 2.50% we can project a final 
salary at retirement age 65 of $147,475.

For the person in this example to retire at age 65, and have 75% of final 
salary, he or she will need $110,607 a year, every year, for as long as he 
or she is retired. Where will that money come from?

•  Social Security will account for approximately $25,440 a year.

•  That means this person will need $85,167 a year from his/her 
retirement savings to make up the difference and meet the goal of 
75% of final income.

The Total Account Balance Needed to Payout Retirement Income is 
determined by multiplying the “Present Value Factor” by the targeted 
payment after reflecting social security.
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Compounding: The Importance of an Early Start
Investing early and often can be the key to the goal of a successful retirement due to the power of compounding.

Sophie (age 25) saves $100 per month until she turns 65 Sophie 
$191,696

Eve 
$93,770 

Paul 
$146,889

25 35 45 55 65
Participant Age

Paul saves $150 per 
month starting at 35 until 
he turns 65

Eve saves $100 per month 
for 10 years starting at 25 
and ending at 35

Source: OppenheimerFunds, 2017. Calculations provided by The Benefit Practice. The Benefit Practice is not affiliated with OppenheimerFunds, Inc. The persons portrayed in this example are fictional. This material does not constitute a 
recommendation as to the suitability of any investment for any person or persons having circumstances similar to those portrayed, and a financial advisor should be consulted. This chart assumes a fixed average annual rate of return of 6%, 
with dividends and distributions reinvested. Withdrawals from tax-deferred accounts prior to age 59½ are subject to taxes and penalties. The hypothetical ending values are subject to income tax when withdrawn. Periodic investment plans 
do not ensure a profit or protect against losses in declining markets. This hypothetical example is not intended to show the performance of any Oppenheimer fund for any period of time or fluctuation in principal value or investment return. 27

One of the most important—and simplest—things an individual can do 
is start saving early to leverage the benefit of financial compounding. 
As this chart illustrates, an early start is critical to pursuing their goal.

There are also other ways to increase your savings that may dramatically 
help improve retirement outcomes. 
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Roth vs. Pre-Tax Contributions
Saving for retirement in accounts with different types of tax treatments including traditional retirement accounts, Roth accounts, and taxable 
investment or savings accounts adds tax diversification and flexibility to your portfolio.

Example 1
Identical tax rates at 
contribution and distribution.1

Tax rates constant at 39.6%

Example 2
Lower tax rates at contribution; 
higher tax rates at distribution.
25% tax rate at contribution;  
39.6% at distribution

Example 3
Higher tax rates at contribution; 
Lower tax rates at distribution.
39.6% tax rate at contribution; 
25% at distribution

Pre-Tax Roth Pre-Tax Roth Pre-Tax Roth

Amount Contributed—Gross  $18,000  $18,000  $18,000  $18,000  $18,000  $18,000

Amount Contributed—Net of Taxes  18,000  10,872  18,000  13,500  18,000  10,872

Gross Value in Year 10 @ 6%  30,411  18,368  30,411  22,808  30,411  18,368

Taxes Due at Distribution  12,043  ―  12,043  ―  7,603  ―

Net Value in Year 10  18,368  18,368  18,368  22,808  22,808  18,368

Net Result  ―  ―  ―  4,440  4,440  ―

1. Assumes the distribution qualifies for favorable tax treatment at distribution.
Source: OppenheimerFunds, 2016. This is a hypothetical illustration. It is not intended to show the performance of any Oppenheimer fund for any period of time or fluctuation in principal value or investment return. This material does not 
constitute a recommendation as to the suitability of any investment for any person or persons having circumstances similar to those portrayed. Withdrawals from tax-deferred accounts prior to age 59½ may be subject to taxes and penalties. 
Clients are strongly encouraged to obtain tax advice from a financial advisor or qualified expert. 28

A Roth account can be another effective savings vehicle. 

Roth contributions are made with after-tax dollars. However, post-
retirement distributions are tax free if holding periods and other 
restrictions are satisfied. In other words, it’s possible to get back 
everything you put in plus any gains you may have realized without 
paying additional taxes.

As illustrated in Example 1, regardless of the investor’s tax bracket at 
the time of contribution, if tax rates remain the same, the investor breaks 
“even” whether he/she invests in a pre-tax or Roth account. 

Example 2 shows that regardless of the investor’s tax bracket at the time 
of contribution, if tax rates are higher at the time of distribution the Roth 
investor benefits from the lower tax rate at the time of contribution. 

Example 3: Regardless of the tax bracket at the time of contribution, 
participants contributing to Roth accounts don’t realize any tax benefits 
if tax rates decrease in the future. 
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Lower tax rates at contribution; 
higher tax rates at distribution.
25% tax rate at contribution;  
39.6% at distribution

Example 3
Higher tax rates at contribution; 
Lower tax rates at distribution.
39.6% tax rate at contribution; 
25% at distribution

Pre-Tax Roth Pre-Tax Roth Pre-Tax Roth

Amount Contributed—Gross  $18,000  $18,000  $18,000  $18,000  $18,000  $18,000

Amount Contributed—Net of Taxes  18,000  10,872  18,000  13,500  18,000  10,872

Gross Value in Year 10 @ 6%  30,411  18,368  30,411  22,808  30,411  18,368

Taxes Due at Distribution  12,043  ―  12,043  ―  7,603  ―

Net Value in Year 10  18,368  18,368  18,368  22,808  22,808  18,368

Net Result  ―  ―  ―  4,440  4,440  ―

1. Assumes the distribution qualifies for favorable tax treatment at distribution.
Source: OppenheimerFunds, 2016. This is a hypothetical illustration. It is not intended to show the performance of any Oppenheimer fund for any period of time or fluctuation in principal value or investment return. This material does not 
constitute a recommendation as to the suitability of any investment for any person or persons having circumstances similar to those portrayed. Withdrawals from tax-deferred accounts prior to age 59½ may be subject to taxes and penalties. 
Clients are strongly encouraged to obtain tax advice from a financial advisor or qualified expert. 28
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The Toxic Effect of Loans on Retirement Savings
Retirement accounts are for long-term savings. Taking out loans can erode your savings and retirement income.
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800,000

1,200,000

25 35 45 55 65
Participant Age

$90,104.33
Less

No Loan 
$1,388,160.74

With Loan 
$1,298,056.41

Two hypothetical portfolios assumed to invest 60% 
in S&P 500 Index and 40% in Bloomberg Barclays 
U.S. Aggregate Bond Index from 1975–2015. 
Participants both invest at age 25 and retire at age 65. 
Both participants have a starting salary of $40,000 
and both have salary increases of 3% each year. 
Both participants contribute 6% each year, but one 
participant takes a $18,000 loan at age 40 and takes 
five years to pay back the loan. During the five years 
of loan replacement, this participant reduced 401(k) 
contributions to 2%, while the no-loan participant 
continued to contribute at 6%.

Source: OppenheimerFunds, 2016. Calculations provided by Retirement Planning Services, Inc.
The indices are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict the performance of any particular investment. See index definitions at the back 
of the book. Past performance does not guarantee future results.
The persons portrayed in this example are fictional. This material does not constitute a recommendation as to the suitability of any investment for any person or persons having circumstances similar to those portrayed, and a financial advisor 
should be consulted. This chart assumes a fixed average annual rate of return of 6%, with dividends and distributions reinvested. Withdrawals from tax-deferred accounts prior to age 59½ are subject to taxes and penalties. The hypothetical 
ending values are subject to income tax when withdrawn. Periodic investment plans do not ensure a profit or protect against losses in declining markets. This hypothetical example is not intended to show the performance of any Oppenheimer 
fund for any period of time or fluctuation in principal value or investment return. 29

All the retirement account investing and saving scenarios we have 
looked at so far make one very important assumption: ALL the money 
stays in the account until retirement. Early loans and early withdrawals 
from retirement accounts are a killer. Of course, sometimes life 
events take over and leave some people no choice but to tap into their 
retirement savings.

In this example we have two retirement plan participants’ portfolios. 
Both participants:

• Started investing at age 25 and retired at age 65.

•  Had a starting salary of $40,000 a year and annual salary increases 
of 3%.

• Contributed 6% of their salary each year.

•  Invested 60% of their funds in the S&P 500 Index and 40% in the 
Bloomberg Barclays U.S. Aggregate Bond Index from 1975 to 2015.

The only difference: Participant B borrows $18,000 at age 40 and takes 
five years to pay back the loan. During the five years of loan replacement, 
participant B reduced 401(k) contributions to 2%, while the no-loan 
participant continued to contribute at 6%. 

The result: Participant A is $90,000 ahead at retirement age. The lesson 
here? Loans have a toxic effect on retirement savings.
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Women face additional challenges that are unique to them  
when saving and planning for retirement.

“ People say that money is not the key to happiness, but I always figured  
if you have enough money you can have a key made.”

   —Joan Rivers
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Women Are Living Longer than Ever

If You’re Age 65 Today, the Probability of Living to a Specific Age or Beyond1

0

20

40

60

80

100%

100 Years95 Years90 Years85 Years80 Years75 Years

MenWomen Couple
At least one lives to specific age

85%
79%

97%

72%

62%

90%

54%

42%

74%

33%

22%

47%

13%
7%

19%

3% 1%
4%

1. Source: Social Security Periodic Life Tables, 2013. 31

First, women are living longer than ever. A 65-year-old woman today 
has a 72% chance of living to 80 years old. Longevity is a good thing 
if you’re prepared for it financially, but unfortunately many women are 
not prepared.
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Healthcare-Related Expenses Are Higher for Women

Cost Variances by Age and Gender
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Age/Gender Life  
Expectancy

Retirement  
Year

Projected Costs for Medicare B, D 
and Supplemental Premiums

Projection Costs for Medicare B, D,  
Supplemental Premiums and Cost Sharing

65, Female 89 2015

65, Male 87 2015

55, Female 89 2015

55, Male 86 2015

Source: Healthview Services: 2015 Retirement Health Care Cost Data Report. 32

With women living longer, they are likely to face substantially higher 
healthcare costs, which will deplete their retirement resources. That will 
have greater impact on women’s financial security later in life, given that 
women earn less, save less for retirement, and have less in retirement 
resources than men. This is all the more reason for women to start saving 
early and invest wisely for retirement.
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The Motherhood Penalty?
Women lose earnings by spending time out of the workforce.
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The most common reason why women spend time out of the workforce 
is to raise a child. On average, women spend 11 years raising children. 
Spending just one year or less out of the workforce may translate into an 
11% reduction in salary. If a woman spends three or more years out of the 
workforce, it could mean a salary reduction of 37%.
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The Long-Reaching Shadow of Income Inequality

Women Earn Less than Men1
Median Wealth for Single Men and Women 
by Life Stage2 Median Retirement Savings3
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1. Source: Bureau of Labor Statistics, Census Bureau, 12/31/15.
2. Source: www.americanprogress.org/issues/women/news/2014/12/16/103380/5-reasons-why-social-security-matters-for-womens-economic-security/; assetfunders.org.
3. BlackRock Global Investor Pulse. (Median figures). March 2016. 34

All of these factors add up to wealth gaps for women. On average, 
women accumulate $44K LESS in retirement savings than men. 
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Investments in mutual funds are subject to market risk and volatility. Shares may gain or lose value. Diversification does not guarantee profit or protect against loss. 

The S&P 500 Index is a broad-based measure of domestic stock market performance.

The Bloomberg Barclays U.S. Aggregate Bond Index is an index of U.S. dollar denominated, investment-grade U.S. corporate government and mortgage-backed securities.

The indices are unmanaged and cannot be purchased directly by investors. Index performance is shown for illustrative purposes only and does not predict or depict the performance of any particular investment. Past performance does not guarantee future results.

The views contained in the preceding document represent the opinions of OppenheimerFunds, Inc. as of 5/1/18, are subject to change based on subsequent developments, are not intended as investment advice, and are not intended to predict or depict the performance 
of any investment.

Shares of Oppenheimer funds are not deposits or obligations of any bank, are not guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, including the possible loss of the principal amount invested.

This material is provided for general and educational purposes only, is not intended to provide legal or tax advice, and is not for use to avoid penalties that may be imposed under U.S. federal tax laws. OppenheimerFunds is not undertaking to provide impartial investment 
advice or to provide advice in a fiduciary capacity. Contact your attorney or other advisor regarding your specific legal, investment or tax situation.

Before investing in any of the Oppenheimer funds, investors should carefully consider a fund’s investment objectives, risks, charges and expenses. 
Fund prospectuses and summary prospectuses contain this and other information about the funds, and may be obtained by asking your financial advisor, 
visiting oppenheimerfunds.com or calling 1 800 CALL OPP (225 5677). Read prospectuses and summary prospectuses carefully before investing.
Oppenheimer funds are distributed by OppenheimerFunds Distributor, Inc. 
225 Liberty Street, New York, NY 10281-1008 
© 2018 OppenheimerFunds Distributor, Inc. All rights reserved.
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