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As a growing number of Baby Boomers reach 
retirement, understanding the potential 
risks that await them has become ever more 
important. Although planning for retirement 
traditionally has focused on the years leading 
up to retirement, the changing nature of work, 
health, longevity and other factors has given 
way to a growing awareness of a range of risks 
that retirees face after they cross the threshold 
and enter retirement. 

Certain risks are unknowable and can’t be 
foreseen. And even the most carefully laid plan 
cannot take into account the truly unexpected. 
But there are steps that can be taken today to 
prepare for the risks of tomorrow. 
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Ã¹¿¼�«½½¯¾½ʫ
�ʧ�Managing retirement assets contains 
risk. No one knows how long those 
assets need to last. Life expectancy 
in the United States has been rising 
steadily for the past century, and yet 
longevity!—!and the risk it poses to your 
retirement and ability to manage the 
assets set aside for retirement!—!remains 
poorly understood. Life expectancy 
numbers represent an average, rather 
than a fixed life span: 50 percent of 
the people will die before reaching 

the average life expectancy while the 
other half will live beyond the average.1

Moreover, life expectancy is not 
static, but a moving target: the age to 
which you’re expected to live increases 
steadily with age. At age 65, average 
life expectancy for American men is 17 
years and 20 years for women. But half 
of those reaching 65 will live longer 
than that. Some 30 percent of women 
and nearly 20 percent of men age 65 
can expect to reach 90 years old.2 

Improved medical services and 
pharmaceuticals, along with healthier 

lifestyles, mean that you may outlive 
your own lifespan projections. The odds 
that at least one member of a 65-year-
old couple will reach the age of 92 is 
50 percent and there’s a 25 percent 
chance that one of them will reach 
97.3 You need to plan for the possibil-
ity that you’ll live much longer than 
you anticipate. Instead of assets and 
income designed to last 25 to 30 years, 
you may want to plan for postretire-
ment income and assets that can last 
up to 40 years. 
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steady 2 percent inflation, the purchasing 
power would be $55,207 or nearly halved. 

However the top line numbers don’t 
tell the full story, as the e"ects of infla-
tion are not distributed equally across 
all the categories of expenses that make 
up the consumer price index. Certain 
categories such as food, fuel, and en-
ergy costs are particularly volatile and 
have a greater impact on retirees. The 
inflation rate for medical care has aver-
aged almost 6 percent. Providing for 
inflation is a necessary component of 
retirement planning. 

�ʧ��¹Á�·¿­²�Á³¶¶�Ã¹¿�½º¯¸®�¹¸�
²¯«¶¾²�­«¼¯�³¸�¼¯¾³¼¯·¯¸¾ʫ
�ʧ�The rising cost of health care poses a 
significant risk to those nearing retire-
ment. With retiree medical expenses 
rising faster than general inflation, retiree 
medical coverage o"ered by employers 
is becoming the exception rather than 
the rule as companies shed generous 
post-retirement benefits, and possible 
shortfalls looming for Medicare and Med-
icaid will mean maintaining adequate 
health care coverage will be a challenge 
for retirees. A survey conducted by the 
Society of Actuaries (SOA) in 20105 found 
that 62 percent of pre-retirees are not 
confident that they are saving enough to 
handle health care costs in retirement. 

There is cause for concern. The por-
tion of assets and resources needed for 
health expenses has risen and will con-
tinue to grow. According to the Center 
for Retirement Research,6 the average 
expected uninsured lifetime health care 
costs for a typical married couple age 
65 is $197,000!—!including insurance 
premiums, out-of-pocket costs and 
home health care costs. This figure is 
an average; health care expenses rise 
dramatically for those with chronic 
illnesses or those who have had poor 
health habits. In the case of those with 
a catastrophic illness, medical expenses 
for retirees over 65 that are not covered 
by Medicare can exceed $1 million for 
a couple over their lifetimes.

Moreover, there is a disconnect be-
tween what those approaching retire-
ment view as a manageable increase in 
health care costs and what is likely to 
happen in the coming years. According 
to the SOA survey of pre-retirees age 50 
to 64, some 68 percent of pre-retirees 
said that an increase of anywhere from 1 
percent to 5 percent annually would be 

�ʧ��¹Á�Á³¶¶�³¸ǧ«¾³¹¸�³·º«­¾�¾²¯�­¹½¾�
¹°�·«³¸¾«³¸³¸±�Ã¹¿¼�¶³°¯½¾Ã¶¯ʫ
�ʧ�Inflation is of ongoing concern for 
people living on a fixed-income stream. 
While Social Security is annually adjusted 
for inflation, private pension plans often 
are not. In the period from 1981 to 2010,4 
the change in the consumer price based 
index ranged from a low of 0.1 percent 
to 8.9 percent. Even a relatively moder-
ate inflation rate of 2 percent annually 
over five years would have the e"ect 
of reducing the purchasing power of 
$100,000 to $82,035; after 30 years of 
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point in their lives.11 Unlike other costs 
like buying property or paying college 
tuition, health care expenses can strike 
anytime. Moreover, those costs are rising. 
Planning now can make a di"erence in 
how prepared you are to handle those 
costs when they do arise. 

�¯«¾²�¹°�«��º¹¿½¯ʧ
A common misconception that many 
couples have once retirement begins 
is that in the event of the death of a 
husband, the surviving spouse will 

manageable; but in fact, the U.S. Depart-
ment of Health and Human Services 
estimated last year that health care costs 
are expected to increase on average by 
6.1 percent annually until the year 2019.7 

�ʧ��²«¾�«¼¯�¾²¯�­²«¸­¯½���¸¯¯®��¹¸±ʙ
¾¯¼·��«¼¯ʫ
�ʧ�The estimates of average out-of-pocket 
medical expenses that a retired couple 
will face over their retirement do not 
include costs of long-term care, which is 
not covered by Medicare. Retirees who 
are no longer capable of living indepen-
dently have a range of choices, including: 
moving in with their adult children; a 
continuing care retirement community; 
assisted-living residences for those who 
cannot live independently but don’t need 
skilled nursing care; or moving to a nurs-
ing home. 

Each choice carries di"erent price tags. 
While the average cost of nursing home 
care can reach $74,000 per person a year 
and rising, according to the AARP,9 it can 
cost even more depending on where you 
live. Employee health insurance does not 
pay for nursing home care. Out-of-pocket 
payments by people receiving long-term 
care and their families financed 19 percent, 
or about $37 billion, of long-term care 
services in 2004.10 It’s estimated that at 
least 70 percent of those over the age of 
65 will need some long-term care at some 

have plenty of money to live comfort-
ably for the rest of her life. In fact, for 
many women, the death of a spouse is 
accompanied by a decline in standard 
of living. And because women gener-
ally have a higher life expectancy than 
men and typically are younger than 
their husbands, it is not uncommon 
for women to experience a period of 
widowhood of 15 years or more. 

Retirees face an increased risk of 
poverty when their spouse dies before 
them, as one or more sources of income 

�³¾²�­«¾«½¾¼¹º²³­�³¶¶¸¯½½ʦ�
·¯®³­«¶�¯Âº¯¸½¯½�°¹¼�
¼¯¾³¼¯¯½�¹À¯¼�ȵȴ�¾²«¾�«¼¯�
¸¹¾�­¹À¯¼¯®�¬Ã��¯®³­«¼¯�
­«¸�¯Â­¯¯®�ȧȰ�·³¶¶³¹¸�°¹¼�«�
­¹¿º¶¯�¹À¯¼�¾²¯³¼�¶³°̄ ¾³·¯½ʧȷ
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stop or are reduced. A spouse’s pen-
sion is often reduced by half after their 
spouse dies, and if the couple receives 
Social Security benefits based on each of 
their own work histories, the survivor 
gets the higher benefit. Couples need to 
consider what their current expenses 
are, what their sources of income are, 
and how those factors will change when 
a spouse dies. 

�³«¬³¶³¾Ã��³½µ½ʧ
Retirees often place too great a focus 
on investing in assets and generating 
revenue streams!—!often to the detri-
ment of protecting themselves against 
other potential liabilities. Just because 
you are retired that does not mean that 
you can stop worrying about maintain-
ing an appropriate level of property and 
casualty insurance on a home or vaca-
tion property. If anything, the potential 
liability arising from such hazards can 
have as big an impact on the quality of 
your retirement as any downturn in the 
stock market. It is important to protect 
yourself against exposure to lawsuits 
involving a vacation property that you 
may rent part of the year and liability 
insurance if you own a pool.

�¯º¯¸®¯¸¾��«¼¯ʧ
Retirees sometimes must meet the un-
foreseen needs of family members, in 

addition to their own. Retirees often 
assist their parents, children or other 
family, paying for the day-to-day costs 
of caring for an elderly parent, paying 
for higher education tuition fees for 
children or grandchildren, or o"er-
ing short-term financial assistance to 

adult children in the event of unem-
ployment, divorce or other financial 
shock. Your planning should recognize 
the possibility of being obliged to sup-
port family member in such ways in the 
future, even if this does not seem likely  
before retirement.

�¾ʤ½�¯½¾³·«¾¯®�¾²«¾�ȶȯ�
º¯¼­¯¸¾�¹°�¾²¹½¯�¹À¯¼�¾²¯�
«±¯�¹°�ȵȴ�Á³¶¶�¸¯¯®�½¹·¯�
¶¹¸±ʙ¾¯¼·�­«¼ ʧ̄��¸¶³µ¯�¹¾²¯¼�
­¹½¾½�¶³µ¯�¬¿Ã³¸±�º¼¹º¯¼¾Ã�
¹¼�º«Ã³¸±�­¹¶¶¯±¯�¾¿³¾³¹¸ʦ�
²¯«¶¾²�­«¼¯�¯Âº¯¸½¯½�­«¸�
½¾¼³µ¯�«¸Ã¾³· ʧ̄Ȱȱ
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