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gap could face particular difficulty when 
the older spouse with the group coverage 
retires.  Sinsimer notes that health care 
is the largest expense in retirement after 
food, shelter, and clothes, and the cost 
is rising at three times the overall rate of 
inflation. Sinsimer adds, “National health 
spending projections, even after health 
care reform, expected that health care for 
retirees would continue to rise at 6.3% 
per year.”1

As cited in the article, Cam Marston, 
speaking recently at a TD Ameritrade 
conference, highlights the difference 
between baby boomers and the following 
generations like this: “The baby boomers’ 
parents walked out of the hospital with 
their newborns and put them on the 
front seat of their non-seatbelt equipped 
cars in a blanket, while attempting to 
keep their cigarette ashes from falling 
on the baby.  Baby boomers’ children 
were rolled out to their parents’ car in 
a wheelchair, placed in the rear seats of 
their cars in a backward facing infant 
seat made of industrial-grade plastic 
and secured with complicated belts and 
titanium hooks.  Is it any wonder, he 
says, that that boomers’ children have 
a different outlook on life…different 
expectations of what the good life can 
be, and that their parents will play a 
deeper, even friend-like role as they 
enter adulthood?”  One of the biggest 
retirement issues for baby boomers 
is that their children are simply not 
leaving the house!  A 2013 Pew Research 
study cited, discovered that 22 million 
millennial children are living with their 
parents, and those children are using up 
a great deal of the financial resources of 
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Hello everybody, I hope all have 
enjoyed a relaxing and fun-filled 
summer.  As summer winds down and 
autumn approaches, I hope you find 
a few minutes to enjoy the following 
information.

RETIREMENT EXPENSES

A recent article in Investment Advisor,1 
explored some of the top issues facing 
near-retirees and present retirees today.  
Some of the top issues identified were 
health care expenses, adult children 
living at home, and retirees spending too 
much.

Many retirees fail to realize just how 
much they may spend on health care 
related expenses in retirement. Fidelity 
Investment’s annual retiree health care 
survey predicted that a 65 year old 
couple retiring in 2013 could expect to 
spend about $220,000 on retirement 
health care costs.  And this estimate does 
not even account for costs of a nursing 
home, assisted living or home health 
care. Even more expenses, however may 
be faced by those who retire early, before 
Medicare coverage kicks in at age 65. 
Larry Sinsimer, senior vice president 
of practice management for Fidelity, 
notes that the Affordable Care Act may 
help early retirees obtain coverage, 
but estimates that couples obtaining 
platinum coverage, which is comparable 
to that found in an employer sponsored 
plan, may spend as much as $2000 per 
month after tax until they qualify for 
Medicare.  Couples with a significant age 
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their retired or nearly retired parents- and 
they are blissfully unaware of how their 
living arrangements are impacting their 
parents.  A Securian Financial study 
released in 2013 and cited in the article, 
reported that of the 700 millennials 
living with their parents, 19% had no 
idea what, if any, impact “their living 
at home had on their parents’ finances; 
more than 90% have no deadline for 
moving out; only 10% pay rent and 
82% “pay” for their room and board by 
‘helping with household chores.’”  The 
high levels of unemployment among 
teens and young adults certainly 
contributes to the phenomenon. At a 
time when traditionally, their biggest 
child raising expenses are behind them 
and their earnings are at their peak “…
this unexpected and unplanned for 
expense of hosting their young adult 
children can put a strain on (pre-retirees) 
retirement planning expenses.”

Today’s retirees are tending to live 
longer and stay healthier for longer.  
Harold Evensky, a noted financial 
planner, speaking at a retirement income 
symposium, showed a picture he took 
of “a passel of walkers, wheelchairs, and 
oxygen tanks parked beneath a cruise 
ship stairway” to illustrate his point that 
people continue to spend money until 
they die. The article cites a 2013 study 
by Fidelity Investments which relied on 
Bureau of Labor Statistics to show that 
many people encounter above average 
expenses in retirement especially if they 
live longer than average or incur long 
term care costs.  There is a lot of evidence 
that wealthier people tend to live longer 
and healthier in their older years than the 
less wealthy, perhaps partly because they 
can and do spend more money on health 
care expenses. The wealthy also tend 
to replace a larger percentage of their 
income in retirement than poorer retirees 
because of lower taxes in retirement. Also 
cited is the psychological expectations 
of retirees, who are used to seeing their 
standard of living growing throughout 
their working lives and expect to at least 
maintain that lifestyle in retirement. 

David Blanchett of Morningstar 
Investment Management published a 
study 2 in November, 2013 which looked 
at the data available and concluded that 
expenses “actually decrease in real terms 
for retirees throughout retirement and 
then increase towards the end.” Blanchett 
found that 53% of retirees showed a 
drop in spending at retirement, 35% 
showed little if any change in spending, 
and 12% said they increased spending at 
retirement.  An important consideration 
to take into account is that 25-28% of 
people involuntarily retired, usually due 
to health conditions. 

As one prepares for an exit from full 
time employment, it is important to 
be prepared for a possibly long time 
in retirement, and the likelihood of 
needing to keep a large percentage of 
your working-life level of income coming 
into the household. Today’s retirees are 
not planning to retire to a life of sipping 
lemonade on the front porch.  Many of 
us have become accustomed to a certain 
standard of living that we are not anxious 
to give up.  It will take a good amount 
of wealth to allow us to travel, eat and 
entertain ourselves, and a growing part 
of the budget will be most likely be used 
to consume health care.  Make sure you 
have crunched the numbers and feel 
confident that your nest egg is large 
enough and that you have done the best 
possible job of insuring against medical 
and long term care needs. Be sure to 
account for the impact of inflation. 
You may also want to change the locks 
on the front door or make sure that 
adult children returning to the nest are 
prepared to pay for their fair share of the 
household expenses.

1 “Today’s Top Retirement Issues”, Editorial Staff,  
Investment Advisor, March 2014

2 David Blanchett, CFA, CFP, “Estimating the True Cost 
of Retirement” November 5, 2013 (using data from 
US. Bureau of Labor Statistics Consumer Expenditure 
Survey and the “Health and Retirement Study” from 
the University of Michigan), 

ECONOMIC COMMENTARY

As I write this in late July, the economy 
seems to be recovering nicely from a 
terrible first quarter.  The Commerce 
Department reported that the economy 
grew at a 4% annualized clip in the 
second quarter, after contracting by 2.1% 
in the first quarter. The unemployment 
rate fell to 6.1% in June. Many are 
concerned about the quality of the 
jobs being created however, with many 
workers still underemployed. The 
wealthiest consumers are benefitting 
from rising home and stock prices, 
while lower income Americans are 
still struggling with job losses, cuts to 
government benefit, and slow income 
growth. Overall, the theme of the last few 
years of slow growth with low inflation 
continues, and many are concerned that 
high corporate taxes, lack of immigration 
reform, and government intrusion 
into the economy continue to hold the 
economy back from faster economic 
growth.

Car sales in the U.S. continue to be 
a bright spot in the economy, with 
June sales reaching the highest level 
since July 20061 , but demand for new 
homes fell 4.9% in the first half of 2014 
compared with the first half of 2013. 
According to the National Association 
of Homebuilders (NAH), before the 
recession home construction accounted 
for about 5% of the U.S. economy but 
has fallen to 3% in recent years.  It 
appears that rising home values have 
brought more existing homes into 
competition with new home sales, with 
sales of previously owned homes rising 
in June.  The median price of $273,500 
for a new home in June is 17.6 % more 
than two years earlier and 22% more 
than the median price in June for an 
existing home.  The rise in prices, 
combined with slow wage growth and 
strict mortgage qualification standards 
appears to have pushed many would 
be home buyers from the market. The 
NAH calculates that each new single 
family home constructed creates three 
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full time jobs for 6 months in fields such 
as construction and manufacturers of 
construction goods. Buying a home also 
appears to be less desirable due to the 
bad experience of homeowners in the last 
recession.2   Until homebuilding picks up, 
U.S. economic growth will continue to 
suffer.

The Institute for Supply Management’s 
Purchasing Managers Index fell from 
55.4 in May to 55.3 in June, but any 
reading above 50 indicates economic 
expansion.  The report showed 15 out of 
18 manufacturing industries grew in June 
and that growth in new orders reached a 
7 month high.3 Businesses added 288,000 
jobs during the month of June. But 
much of the job gains are coming from 
low paying occupations such as those in 
retail and hospitality. Wages have been 

growing at only about 2% per year, just 
enough to keep pace with inflation, and 
with an abundance of potential workers 
still on the sidelines, bargaining power 
for wage growth remains weak. Labor 
Department data as of July show that 
32.8% of the unemployed have been out 
of work for longer than 27 weeks - as 
compared to 19.1% average before the 
recession.2 “Labor force participation 
– the percentage of the working-age 
population that has a job or is looking 
for one – hovers at a 36 year low 
rate…A measure of underemployment 
that included those too discouraged to 
seek work and part-timers who want 
full- time jobs is at 12.1%, more than 3 
percentage points worse than before the 
recession.”4 Manufacturers added only 
16,000 jobs in June as they continue 
to squeeze more productivity from its 

existing workforce. Many employers 
continue to complain of a shortage of 
skilled workers.

A mismatch between skills of workers 
and job requirements continues to exist, 
and many graduating from college 
find themselves in a job that does 
not require a college degree. A recent 
survey of 848 small business found 
33% of small business owners and chief 
executives complaining that they had 
unfilled job openings because they 
couldn’t find qualified applicants, and 
43% said unfilled jobs were hampering 
their growth or expansion.5 One owner 
complained that it was tough to find 
anybody with mechanical ability.5  The 
average age of a welder is 54, and the 
American Welding institute predicts 
openings for more than 400,000 workers 
by 2024 in the welding profession and 
in other jobs that require welding skills, 
such as plumbers, pipe fitters, and 
boilermakers. A similar situation exits in 
nursing, where one-third of nurses are 
now over age 50, with growing demand 
for care due to the aging of the baby 
boom generation.6 A big conundrum is 
who is responsible for training workers 
to acquire the needed skills. Companies 
complain about a lack of qualified 
candidates but have been cutting 
money for training programs over the 
last decades, hoping for schools and 
workers themselves to do the training. 
Instead of training workers to fill their 
needs, many employers expect new 
hires to arrive with the necessary skills.7 

Employers also complain of a difficulty 
in finding employees with a strong work 
ethic or basic math skills. Meanwhile, 
immigration reform continues to lie 
untouched, thwarting a large potential 
source of skilled and unskilled workers.

Silicon Valley is an example of the power 
of immigration. Many of the famous 
firms in Silicon Valley were founded by 
immigrants.  According to Bloomberg 
Businessweek, one-third of Silicon 
Valley startups were founded by Indian 

OTHER’S VOICES

“The core belief of the members of 
this globalization establishment is that 
the purpose of the modern state is the 
promotion of economic growth…..
the author does not fail to note that 
this perspective pre-supposes a stable 
and relatively benign international 
environment.  Mr. Mandelbaum is 
aware that the guarantor of those 
conditions is principally American 
power…. “It is reasonable to expect 
that the United States will do less 
global policing in the future than 
in the past….A weaker, poorer, less 
internationally active United States 
could have an indirect effect on cross-
border economic activity by making 
the world a politically and militarily 
more turbulent place.”  Given the 
givens of a functioning security order, 
however, the goal is economic growth, 
and the path is through market 
economics, the rule of law, rule-based 
international order, free trade, and 
relatively free flows of people and 
capital across international borders.”

Tod Lindberg, “An Elite Guide to Globalization”, 
(book review of “The Road to Global Prosperity” 
by Michael Mandelbaum), The Wall Street Journal, 
April 3, 2014

“America is still losing ground to 
emerging markets in the battle for foreign 
investment.  …developing economies 
have “gotten their acts together with 
rule of law, better educated workforces, 
newer infrastructure.” Said Dan Ikenson 
of the Cato Institute… To be sure, many 
developing nations are still playing catch 
up to the U.S. in establishing a business 
friendly environment.  Lyndsay Oldenski 
an assistant professor at Georgetown 
University… said emerging markets “have 
a much farther distance to go in terms of 
liberalizing trade and reducing tariffs.” 
…PricewaterhouseCoopers LLC polled 
chief financial officers of U.S. subsidiaries 
of foreign companies….  Executives 
from 100 firms said that when deciding 
where to invest, their company’s key 
considerations included workforce skills, 
the corporate tax system and trade policy. 
“We’re really not making any progress on 
all three of these” (Matthew Slaughter, 
professor at Dartmouth Tuck School 
of Business.) Instead there has been 
‘stagnation.’”

Brenda Cronin, “The Outlook, Overseas Cash Goes 
Elsewhere” The Wall Street Journal, December 9, 2013
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The views stated in this letter 
are not necessarily the opinion 
of Cetera Advisor Networks 
LLC and should not be 
construed directly or indirectly 
as an offer to buy or sell any 
securities mentioned herein. 
Due to volatility within the 
markets mentioned, opinions 
are subject to change with 
notice. Information is based 
on sources believed to be 
reliable;  however, their 
accuracy or completeness 
cannot be guaranteed.  
Past performance does not 
guarantee future results.
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Americans. Asian Americans became 
the majority of the tech workforce in 
the Valley, at 50.1% vs 40.7% for whites.  
In 2012, 51% of the Valley’s population 
spoke a foreign language exclusively at 
home. In 2011, 64% of Silicon Valley’s 
foreign born talent had a B.A or higher 
in science and engineering vs 26% of 
foreign born workers elsewhere in the 
U.S.8  Perhaps a Wall Street Journal 
editorial says it best; “At the low-wage 
end of the economy, jobs go begging 
in agriculture, hospitality and in some 
places construction.  At the high end, 
the U.S. needs more engineers, software 
designers, biologists and so much more.  
America’s loss of capital will become 
the rest of the world’s gain, as potential 
immigrants return to China or India or 
settle in Canada or Australia.”9 

At 35%, the corporate tax rate in the U.S. 
is the highest in the developed world, 
and many companies have or are in the 
process of re-incorporating overseas for 
tax purposes.  Regulations complicate the 
task of starting and running a business. 
The Obamacare mandate of providing 

health coverage if an employer grows to 
50 or more full-time employees certainly 
cannot be encouraging business growth. 
In order to get our economy growing 
faster and creating more jobs perhaps we 
should be making it easier to start and 
build a business and simplifying our tax 
code.  Getting employers and educators 
working together to train students and 
workers with the relevant education and 
job skills is also important.  Progress on 
immigration reform would allow skilled 
and unskilled workers to contribute to our 
economy.  We can only hope for change.
 
1 On Top Of the Market Chart Book, AMG Funds, 2Q, 2014
2 Eric Morath and Kris Hudson, “New-Home Slowdown 

Pressures Recovery” The Wall Street Journal, July 24, 2014
3 Nick Timiraos and Kathleen Madigan, “Factories 

Finish Out Quarter on Solid Note” The Wall Street 
Journal, July 2, 2014

4 Michele Jamrisko, “Yellen’s Philosophy: The More Data, 
the Better”, Bloomberg Businessweek, July 21-July 27, 
2014, p 15

5 Sarah E. Needleman, “Skills Shortage Means Many Jobs 
Go Begging” The Wall Street Journal, July 10,  2014

6 Tamar Jacoby, “This Way Up”, The Wall Street Journal, 
Review section,  July 19-20, 2014

7 Lauren Weber, “Just Whose Job Is It to Train Workers”, 
The Wall Street Journal, July 17, 2014

8 “Immigrant Throng”, Bloomberg Businessweek, 
 June9-June 22 2014, p108
9 “Review & Outlook, The Immigration Reform 

Collapse” The Wall Street Journal, July 2, 2014


